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A-Sweethoney Dessert franchisee will operate a Hong Kong-style restaurant featuring Asian-
ﬂéw,ored puddings, jellies, soups, teas, juices and other food, aiid beverage items.

The total investment to begin operation of'a Sweethoney -Dessert restaurant is $241,600 to $340,750.
This includes the initial franchise fee of $35,000 that must be pa1d to: the:franchisor.

ThlS d1sclosure document summarizes certain provisions of your franchise agreement, that-we-eall-

Hess- at-and other information in plain English. Read this disclosure .
document and all. accompanymg agreements carefully. You must receive this disclosure:document
at least 14 calendar-days before you sign a binding agreement with or'make any payment to, the.
franchisor or an affiliate in connection with the proposed franchise sale. Note, however, that no
governmental agency has verified the information contained in this document.

--You may wish to teceive your disclosure document in another format that is more conveniént for
* you. To discuss the availability of disclosures.in different formats, please contact, Allen Guoliang

Yang at-the above address and telephone number.

The terms of your contract: will govern your franchise relationship. Den’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 adviser, like a.lawyer or an accountant.

Buying a franchise is a complex investment. The information in this disclosure Adbcumentr can
help you make up your mind. More information on franchising, such as “A Consumei’s Guide to

' Buying a Franchise”, which can help you understand how to.use:this disclosure document, is

available from the Federal Trade Commission. You can contact the FTC at 1-877-FTC-HELP or
by writing to the FTC at 600 Pennsylvania Avenue, NW, Washington, DC:20580. You can also
visitthe FTC’s home page at www.ftc.gov for additional ififormation. Call your state agency or
visit'your public library for other'sources of information on franchising.

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

e.March 30, 2017:2018
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' Sweethoney Dessert

STATE COVER PAGE

Your state may have a franchise law that requires a franchisor to register or file with a state
franchise administrator before offeting or selling in your state. REGISTRATION OF.A
FRANCHISE BY A STATE DOES NOT MEAN THAT THE STATE RECOMMENDS THE

"FRANCHISE or HAS CERTIFIED THE INFORMATION IN THIS DISCLOSURE

DOCUMENT.

| Call the staté franchise administrator listed in Exhibit A for information about the franchlsor or

about franchising in your state,

MANY FRANCHISE AGREEMENTS DO N.OT ALLOW YOU TO RENEW
UNCONDITIONALLY AFTER THE INITIAL TERM EXPIRES. YOU MAY HAVE TO SIGN
A NEW AGREEMENT WITH DIEFERENT 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 WHATTERMS 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 THAT MEDIATION AND LITIGATION
OF DISPUTES TAKE PLACE ONLY IN WHERE THE FRANCHISOR’S PRINCIPAL
‘OFFICE IS LOCATED. OUTOF STATE LITIGATION MAY FORCE YOU TO ACCEPT
ALESS FAVORABLE SETTLEMENT FOR DISPUTES. IT MAY ALSO COST'YOU
MORE TO ARBITRATE WITH US IN CALIFORNIA THAN IN YOUR OWN STATE.

2. ',’THE ERAN,CHISE;AGREEMENT STATES THAT CALIFORNIA LAW GOVERNS THE
AGREEMENT. THIS LAWMAY NOT PROVIDE THE SAME PROTECTIONS AND
‘BENEFITS.AS. LOCAL.LAW. YOU MAY WANT TO COMPARE THESE LAWS.

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

- Franchise:Disclosure.Documént
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STATE EEFECTIVE DATES

The following states require that the Franchise Disclosure Document be registered or filed with the
state: or be exemipt from registration: California; Hawaii, [llinois, Indiana, Maryland, Michigan,
Minnesota, New York, North Dakota, Rhode Island, South Dakota, Virginia, Washington,

Wisconsin.
~ This Franchise Disclosure Document is'registered, on file or exempt from registration in the
following states having:franchise registration and disclosure laws, with the following effective
dates: -
- State Effective Date
California : 1 @Lg
.In all other states the effectlve date of this Franchise Dlsclosure Document is the issuance date of

March 30, 26172018,

Franchise Disclosure:Document
033018

Sweethohey.Dessert
:6804.000/1266770.1



ITEM1:

- ITEM 2
ITEM 3:
ITEM 4:
ITEM 5:
ITEM 6:
ITEM 7:
 ITEM 8:
ITEM 9:
ITEM 10:
ITEM 11:

- ITEM 12:
ITEM 13:
ITEM 14:
" ITEM 15:

ITEM 16:
. ITEM 17:
Resolution
ITEM 18:
ITEM 19:
ITEM 20:
ITEM 21:
. ITEM 22;

ITEM 23: R

A. List of State Francise Law Administrators
and Agents for Service of Process Agreement

Sweethoney Déssert

SWEETHONEY DESSERT
FRANCHISE DISCLOSURE DOCUMENT
TABLE OF CONTENTS

THE FRANCHISOR AND ANY PARENTS, PREDECESSORS

AND AFFILIATES 1
BUSINESS EXPERIENCE , , 21
LITIGATION wovovivrssrrisnssssrssnes et 2
BANKRUPTCY 2
INFTIAL FEES..... 2
OTHER FEES ..ovovreres .3
ESTIMATED INITIAL INVESTMENT . reererins63
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES..............87
FRANCHISEE’S OBLIGATIONS : . T
FINANCING ...... 4110
FRANCHISOR’S ASSISTANCE, ADVERTISING, COMPUTER
SYSTEMS AND FRAININGTRAINING .ccvccrrursesssessesns 11
TERRITORY orcenrenssesssssssssmsssossessssssspasess 1615
TRADEMARKS........ — N 4T
PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION ...ccconenr 18
OBLIGATION TO PARTICIPATE IN THE ACTUAL OPERATION |
OF THE FRANCHISE BUSINESS.. ¢ " 1918
RESTRICTION ON WHAT THE FRANCHISEE MAY SELL .. 19
RENEWAL, TERMINATION, TRANSFER AND DISPUTE
19
PUBLIC FIGURES covvsesrsnamsmssmissssissns R— X
FINANCIAL PERFORMANCE REPRESENTATIONS.. 24
OUTLETS AND FRANCHISEE, INFORMATION 2524
FINANCIAL STATEMENTS wuvvcovonsssnsssinsin R, 27
CONTRACTS penvrssinmnssssivsonns P T— 2728
28

6804.000/1266770.1

.D. Confidentiality and Nondlsclosure

Franchlse Dlsclosure Document

033018



B. Financial Statements’
C. Eranchise Agreement

Sweethoney Dessert
6804.000/1266770.1

E. Acknowledgment at Closing

Franchise Disclosure Document
033018



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

[P ]

7 In this Frarchise Disclosure. Document the words “we", "us" and "our" refer to
Sweethoney Dessert, Inc., the franchisor of Sweethoney Dessert restaurants. The words "you"
and "your" refer to the person, people or entity who buys aaf.S‘,Weetfhon’ey Dessert franchise.

‘We ate a corporation that was formed in  California on December 8,2015. Wedo.not do
business under any other riames. Our ‘busmess address is 160-14th28976 Hopkins Street, Suite

‘ - _94545. Our Sweethoney Dessert business
began w1th a partnershlp between our two ofﬁcers as listed in Item.2 below. In November, 2015,
they opened a Sweethoney Dessert restaurant in San Leandro, California, under a. single-store
license from. Gangu Group Incorporated of Guangzhou, China, which has operated Sweethoney
Dessert restaurants in China since 2006. The partners transferred their rights to the Sweethoney
Dessert restaurant they opened .and the license under ‘which it was opened, to us , upon ot
* formation in December, 2015. In March, 2016, we obtained the right to use the Sweethoney
Dessert name and the Sweethoney Dessert recipes throughout the United States. We sold our
restaurant in San Leandro in September 2016.

The partnership’s business address was the samie as ours. We have ne affiliates at. this
time. Formore information on our license from Gangji Group Incorporated, see Item 13 below.

Sweethoney Dessert restaurants are Hong Kong-style restaurants featuring a selection of
' Asian desserts, including puddmgs Jellles soups teas, juices and other food, and beverage
items,

Our only business is. granting franchises for Sweethoney Dessert restaurants_and selling
items to those restaurants. We currently do mot operate any Sweethoney Dessert restaurants:
. We have not offered franchises in any other lines of business.

The market for the food items served by Sweethoney Dessert restaurants is developed.
* Sweethoney Dessert restaurants cater principally to people of Asian descent who are familiar
with the type of offerings provided by the restaurant but they also-appeal to the general public.

Sweethoney Dessert restaurants compete for customets with other sellers of dessert items.
Sweethoney Dessert restaurants normally are located in leased spaces, usually in neighborheod:
business districts, in local shopping ceriters: or similar retail areas primarily serving Asian
customers. It is likely that Sweethoney Dessert restaurants will have to compete for customers
‘with other food providers in the same. business districts, shopping centers and other areas in
' -which they are located. Salés of Sweethoney Dessert restaurants areiriot seasonal.

Sweethoney Dessert restaurants are subject to laws and regulations affecting. sellers of
food products, incliding health and safety codes and environinental laws, as well as laws and
rules.applicable to businesses.in genéral.

Sweethoney Dessert . 1 Franchise:Disclosure Document
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ITEM 2: BUSINESS EXPERIENCE
The principal officers-who have responsibility concerning our franchises are:

Allen Guoliang Yang — Chief Executive Officer and Director

Mr. Yang became our Chief Executive Officer upon our formation in December; 2015.
Mr: Yang was also the Clinic Coordinatot of Asian Health Services in Oakland California, from
January, 2011 until September, 2016.

Evonne Vun Ung . Chief Fmanmal Oﬁ'lcer and Secretary and Director

M. Ung became our Chief Financial Officer and Secretary upon our formation. Ms. Ung
was employed in Patient Social Services by Asian Health Services in Oakland, California, from
May, 2008, until Decembet, 2016.

ITEM 3: LITIGATION

. On April 19, 2017, we erntered into a Consent Order with the: California Department of |
Business Oversight in a matter entitled The Commissioner of Business Oversight vs. Sweethoney
Dessert, Inc. (“Consent Order”). In the Consent Order ‘we agreed to deésist and refrain from
selling franchises in violation of the California Franchise Investment Law (“CFIL™), California.
Corporations Code. Sections 31000 et seq. We did this because we determined that 3
transactions we entered into prior to the date of the Consent Order were franchises which we
were then not registered to sell under the CFIL. We paid.an Administrative Penalty of $2,500.00
and setved a Notice of Violation on 2 of the purchasers of those contracts, the third, transaction
. having been rescinded by mutual agreement before the date of the Consent Order. '

No other litigation is required to bei: disclosed in this disclosure document.
ITEM 4: BANKRUPTCY

No bankruptcy proceedings are required to be disclosed in this disclosure document,
ITEM 5: INITIAL{FEES

Single Restaurant Fee:

The initial franchise fee for a single Sweeéthoriey Dessert restaurant is $35,000.00. The
+ franchise fee is payable as follows: one-half of the franchise fee is ‘payable when the Franchise
Agreement is signed; the othet half is: payable when we approve your restaurant location or when
you complete our training course, whichiever happens first, Our training course is described in
Item 11 below. The first half of the franchise fee becomes nonrefundable when we disclose our
" Proprietary Information, as defined in the Franchise.Agreement, to you. The second half of the
franchise fee is nonrefundable when paid.

Sweethoney Desser{ 2 Fran chfse;Disclosur,e ‘Document
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Multiple Restaurant Fee:

If you are granted the right to purchase, more than one Sweethoney Dessert restaurant,
one-half of the initial franchise fee for your first restaurant and -one-half of the initial franchise
fee for each additional restaurant must be paid when the Franchise Agreement is: signed. The
balance: of the franchise fee for your fitst Sweethoney Dessert restaurant is due ‘upon our
approval of your restaurant location or your completion of our training :course, whichever
. happens first. ‘The balance due for each additional :restaurant covered by the Franchise
Agreement is payable when we approve the. locatlon for each such restaurant. The franchlse fees

are nonrefundable.

The fee for your second and subsequent festaurant is discounted as discussed beiow.

Discount for Additional Restaurants;

Once you are an existing Sweethoney Dessert franchisee, if you desire to purchase a
franchise for an additional Sweethoney Dessert restaurant; the initial franchise fee for each
additional such restaurant will be equal to 75% of the single-restaurant franchise. fee being
charged at the fime you sign the Franchise Agreement covering the additional restaurant or
restaurants. Since we charge. a reduced franchise fee for your restaurants under this provision,
we caf, in-our discretion, reduce or eliminate the initial services we provide in connection with
the opening of those restaurants. :

Other than as discussed above, hone of our franchise fees are refundable.

ITEM 6: OTHER FEES

OTHER FEES

The followmg chart lists theother fees you.must pay‘to us in cennectlon with.a single-

restaurant Sweethoney Dessert franchise:

6804.000/1266770.1.

033018

Type of fee Amount Due Date Remarks
' Monthly Royalty 6% «of your gross receipts- | Quarterly “Gross receipts™ means'the |
: proceeds from all of yoursales |
and services less the items ~
| specified in Section 9.01(b) of
 the Franchise Agreement.
Mgrkct'ing Fund | Up to 3% of your gro‘,s:s, | 'When the royalty This fee only becomes payable.
' receipts | payment due. | if'and when we form a
| ' cooperative advertising
program.
Additional $250 per day'pertrainee: | Prior to training For training in addition to the
| Training Fee ‘ training'we provide as part.of
' (See Note 2) | ‘our-initial 'services
" Sweethoney. Dessert 3 "Franchise Disclosure Document




| franchise

Type of fee __Amount Due Date Rémarks
Relocation Fee | 30% of the franchise fee | When you approve | ‘Only payable if you mutually
| we are-charging for new: | the new location. -agree on the relocation of an
franchises at the.time. existing Sweethoney Dessert
7 restaurant,
| Extra'Visit Fee - $300 per day plus ‘When we require | This fee is only payable if you
"| (See Note 2) feimbursement for our notify us that your restaurarit is
‘ out of pocket expenses ready for opening and it isnot, |
| » | preventing our representative.

- from completing liis ot her
duties upon opening and must
wait or-have to return later.

Media Licensing, | A pro-rated portion of When we require | Only payable if third-party-
Fee | any‘fee we must-pay. for licensing fees dte paid in order
" any music. or other media | torplay music oruse other
played in your restaurant. | proprietary media in your
| - restaurant.
Special Visit Fee | $350 per day plus | When we require | Only payable if we agree to a
(See:Note 3) . reimbursement of our-out | : special visit by our
of pocket expenses ‘ | representatives over-and above
 those we normally provide.
| Meeting Fee. As we reasonably | When we We have the-right to charge
: determine - determine reasonable fees for attendance at
' our national or regional
| ‘meetings and training seminars.
Gift Card Fee | As we reasonably When we: Only payable if we administer a
| determiirie determine ' gift or-discount:card or similar
| program for our restaurants..
Debit Charge- $25 plus bank charges. Wlhien we | Only payable if a proper debit
Back Fee per instance determine your account is not honored by
' (See Note 3) ) your bank due-to insufficient
, 1 ) funds.in yotir-account.
Renéwal Fee: ‘Reimbursement for our Upon signing your We:do-not provide additional
| | expensés in connection renewal Franchise | services to you.in connection
“with the renewal of your | Agreement with the'renewal of your

franchise even though a new

' Franchise.Agreement is signed.

Media

As we reasonably. As we detéermine: | 'We can charge a reasonable fee
‘Maintenance Fee | determine ~ | for maintaining and updating our- |
‘ | Internet:site and.any other media
 presence we have on which your
restaurant is‘represented.
Sweethongy Dessert - 4 Franchise Dis¢losure, Document.
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Type of fee

Amount

- Due Date:

Remarks

Transfer Fee

| 50% of our thena‘curnent;

| initial fee. If the -

transferee is an existing
Sweethoney Dessert
franchisee, the transfer

_fee is equal t0'25% of our
then-current injtial

When we:approve
your transferee and
transfer:

| provide any services in
' connection with a transfer. If we |

If the transferee is.an existing
Sweethoney Dessert franchisee,
we will not be:required to

f

do, we:can charge:for our costs.

| franchise fee.
- Late Charge 1%4% per month. f‘ As'we réquire A late charge.is only payable on
5 past due:amounts
~ Audit Fee Cost of audit, including | Upen paymentof | Only payable if we:audit your
«costs and time: of our { amounts due records and find that you have
employees, accountants | underreported your gross
and others * | receipts in excess 6f 3% forany.
reporting period or have not
provided the financial reports
required by your Franchise
| Agreement.
Liquidated | An:amount equal'tothe | Monthly beginning | Only payable if your Franchise
Damages - - monthly royalty and .on‘the first day of | Agreement is terminated
- marketing fees you have | the month ' because'of your default. The
paid for the prior year following the: payments end if we establisha |

| termination of this
| Agreement

| new Sweethoney Dessert

' restaurant in your protected
territory,

Notes:

1. These fees are payable to us and are not refundable. Fees payable to us are. uhifofml-y
imposed on our franchisees.

2. This fee is subject to change in our discretion.

3. This fee is ‘subject to adjustment by any increase in the Consumer Price Index as

~ described in Section 21 of the Franchise-Agreement.

Sweethoney Dessert
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ITEM 7: ESTIMATED INITIAL INVESTMENT ,
YOUR ESTIMATED INITIAL INVESTMENT
Type of Expenditure. | Ambount Method Of When due | To whom payment is. |
- payment to be made.
Initial franchise fee $35,000 for your | Installments 50% on signing; | Franchisor )
(See-Note I). first Sweethoney | | of'the Franchise |
| Desseri restaurant; | | Agreement;
$26,500 for your balance on |
second .and | -approval of

subsequent
restaurant if -

| locationor
| completion of

' equipment and décor

vendors, -

-purchased at'the training if first.
o ‘same: time, ) )
| Architects anid engineers | $6,000t0.$14,000 | Asrequired by | As required by | Architects and
I architects and | architects and | engineers, etc.
: engineers engineers :
| Leasehold improvements $120,000.to As required by | Asrequired by | Franchisee’s.
(See Note 2) $165,000. | contractors. contractors | contractors
' Furniture, fixtures, $40,000 to $60,000 | As incurred ' As required by | Vendors

(See Note 3) ] 1
Interior and exterior signs | $4;,00010.$5,500 | As ,required‘ by | Asrequired by | Sign contractor .
(See Note 4) ‘ supplier supplier i
Lease and utility deposits, | $6,000t0:$12,000 | Lump sum As.required by | Appropriate parties
insurance, licenses and appropriate
| permits, insurance and parties
other prepaid expenses
(See Note 5). ] )
"Opening inventory $5,000 to $7,000 | Lump sum Prior to | Franchisor/suppliets
‘ ‘ ' opening "
' Grand opening promotion | $1,000 to $5;000 Lumpsum | Priorto ‘Vendors
(See Note 6) , , | opening
Legal, accounting, pre- | $500 to $1,000 ' As incurred Priorto. Attorney, accountant
-| opening marketingand | opening, and vendors
otherpre-opening, ’
expenses B
Travel and living expenses |.$2,500 to $5,000 Lump sum As needed | Travel and lodging
.| while‘training 1 | providers

Recruiting and trdiniﬁg

. staff’

$1,500 to $3,000

As incurred
|

| Priorto

_opening

| ‘staff L

Advertising mediaan

| Other initial expenses

$1,000 to $1,500

| As incurred -

' As ‘incurred

| Employees, suppliers,

' providers

| utilities and other

Sweetﬁdngy Dessert
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Type-of Expenditure

When due

Amount Method Of ‘To whom payment is.
7 payment. to be. made
Real estaté lease $6,600 to $8,250 Lump sum Monthly ‘Landlord
(See Note 7). r
Point'of sale recordation $2,500 to $3,500 Lump sumi Prior to | Vendors
device/computer system o ) opening '
Additional funds -first 3 $10,000 to $15,000 | As incufred As incurred. - Employees, suppliers,
'| months of operation ‘ | utilities and other
(See:Note'8) . -operating expenses
TOTALS: $241,600 to $340,750
(See Note 9)
Notes:

. Sweethioney'Dessert 7
6804.000/1266770:1

- 1. Sé¢ Ttem 5 of this disclosure document for the. conditions under which this: fee :is
refundable. The. refu.ndablhty of the other payments is:up to the suppliers that provide the:
concerned goods or servicés. We do not finance any of the foregoing fees or charges

2. The cost. of leasehold improvements can vary depending, among other things, on the

previous use of the space, cost of labor and materials in the area in‘which the restaurarit is

located; local building, health and other code requirements, the amount of the landlord's

contribution to leasehold 1mprovement expenses if'any; and other such factors.

~ 3 The: costs of furniture, fixtures, equlpment and decor can vary depending on the size of

the space and the items offered in your restaurant. This category includes food storage
and preparation equipment as well as display fixtures.

4. Sign costs can vary depéndirig on the sign requirements of the shoppmg center ot, other'
development in which your restaurant is located.

5.Lease securi'ty deposits normally equal 1 or 2'months® rent.

6. You will put on your own Grand Opening event but it must be approved by us. We.do.

not require you to. spend over $5,000.00 on your event but you may do so.if’ you w1sh

7. Sweethoney Dessert restaurants normally occupy 1,200 to 1, 500 square feet of space:
Occupancy- costs will vary depending on. the type of shopping center or other location

occupied by your restaurant. Other occupancy costs can include your share of common
. area maintenance charges, shopping center insurance costs, heating, ventilating and air
conditioning charges, shopping center.real estate and other taxes and :assessments and

similar fees. We have:made no allowance in this chaft for any rent that you may have to
pay before your restaurant-opens for business. The need, for rent payments before
opening will depend on the-terms of your lease.

8. This is an estimate of the additional cash you will néed over and above the net income
of your restaurant for your initial 3 months of eperation. The need for, and amount of;
additional funds can vary greatly. The need for these additional fiinds will depend on

such factors as: your management skill, experience and business ability; local economic.

conditions; the local market for our type of restaurant; Sweethoney Dessert name

Franchise Distlostire Document'
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recognition in your market; prevailing wage rates; competition; your marketmg efforts;
the sales levels you reach during your initial period of operation; your ability to control

- your payroll and food cost; and. other such factors. We based this. estimaté on the:
experience of our executives in the opening ‘and operating their own: Sweethoney Dessert
restaurant. -

9. No allowance has been made in this chart fof any principal or interest expenses. or
equipment lease payments: required before. the: opening of your restaurant. The need for
these outlays will vary: with. the terms of any financing you get.in connection with your
restaurant. No amounts have been shown for financing or equipment lease deposits
and/or charges since this chart assumes the cash purchase of all of your €quipment and
thesother 1tems you,need to open your restaurant.

| ITEM 8: REST'RICTEIONS ON ’SOU;RCES OF PRODUCTS AND SERVICES

Your, restaurant location must be apptoved by us in writing before you can acquire it.

JSweethoney Dessert restaurants and because we. have to protect the Sweethoney Dessert

trademark and goodwﬂl we, control the appearance of Sweethoney Dessert restaurants and the

_ goods and services provided under the Sweethoriey Dessert name. For this reason, unless we

speclﬁcally permlt 0therw13e you may only purchase food, supphes ﬁxtures equrpment

' approve

We. must approve the manufacturers and suppliers of all of the items you purchase ‘We
‘will advise: you upon your request of our supplier criteria. We can change our supplier criteria
when we decide that isin the best interest of the Sweethoney Dessert system. We-can revoke our

. approval of any approved supplier or item when we think it is justified.

We develop our staridards and. specifications in a. variety of ways. We. consider new
equipment: based on its ability to. perform needed functions, the manufacturer’s: ability to fill
orders promptly, the warranties prov1ded the serviceability of the equipment, the quality of
manufacture and the equipment being licensed by the National Sanitation Foundation and

‘Underwrites Laboratories, among other things. Our criteria for food items include: the

manufacturer’s and supphers ability to provide a con51stently high quality product, the

_ provider’s ability to service all of our réstaurants, the price of the items, the manufacturer’s and

supplier’s customer service and reputation and its ability to protect our trade secrets. If you
request us'to consider any item or supplier, you or the supplier must reimburse us for any costs
we incur in reviewing the items or suppliers you submit to us. for approval. We will make our

" specifications for items authofized to be purchased from thitd. party suppliers available fo

suppliers meeting our supplier criteria upon their request. We will review -and decide whether to
approve any items submitted to us within a reasonable time after the items and. all appropnate.
data on the items, are given to us, normally within 30 days.

, We can change the specrﬁcatlons of the items we approve for'use in or by Sweez‘honey
Desserf restaurants when. we: think it is.in the best interest of the Sweethoney Dessert system. If
we change the specifications of the items you are using or providing, we will tell you when you
Swieethoney.Deéssert. . 8 Franchise, Disclosure Document
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' have to - stop usmg the items you are currently using and start using the néw-items. If we want

you. to start using new items, we will give you enough time to use up your supply of the old

items before you have to start using the new ones unless we determine that continued use of an
item wotild hurt the reputation of Sweethoney Dessert restaurants or jeopardize public health or
safety in'which case we can have you discontinue use of the item or:items immediately.

We can limit the number of suppliers to: whom we reveal any information or product

-specifications we consider to be our trade secrets. We-also can decide that we or an affiliate will
- be the only supplier of any trade secret.items..

We have no purchasing cooperatlves If we do-establish such a cooperative, or establish .
national purchasing accounts, ‘you agree in the Franchise Agreement to purchase a reasonable
quantity of the items provided by the cooperative and national account. If we establish a central
kitchen to produce-items for your restaurant and it is. capable of providing items for your use or
resale, you agree ifi the Franchise Agreement to purchase the 'items we specify from that kitchen.

We malntam a supply of items marked with otir trademark and other items used in our

] and sell those items to our restaurant owners. You are not required to purchase
those items from us but ‘we must approve any alternate suppliers from which you propose to
purchase such items to make sure those items;meet our standards.

During our last fiscal year we sold goods to our restaurant. owners amounting to

$3;120-0085,380.00. This amounted to less than +35% of our total revenue for that period which
amounted to $47—3—52&09;42,;§g, 0. Selling these items: to our restaurant owners was our only

+ source of revenue derived from the purchases by our owners.

We estimate that in the establishment of your business, réquiréd purchases and leases
from us and from designated suppliers will be approximately 80% of your initial expenses and
80% of your ongoing operating expenses hot counting your location lease. There will be items,
such as generic janitorial supplies, that you can use that do not. requlre our approval.

You are réquired to carry insurance meeti_ng the fdllowing minimum specifications:

Type of Coverage : Amount

Comprehenswe liability, including products A minimum of'$2,000,000
liability coverage and. owned and non-owned.
vehicles

Fire. and extended coverage on the physical Replacement cost |
assets of the:restaurant

Workers compensation As required by law
Employet’s liability -$1,000,000

All of your 11ab111ty insurance must name us as an additional insured with at least 30
days’ pnor written notice to us of-any termination, amendment or.cancellation of your insurance.
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We also have the right to- require you to obtain additional or different insurance oran increase the

amount of coverage is required.

ITEM 9:

FRANCHISEE’S OBLIGATIONS

FRANCHISEE’S OBLIGATIONS .

This table lists your principal obligations under the Franchise Agreement. It will help you.
find more detailed information abquit‘your obligafions in this agreement and in other items

of this disclosure document.

Section in Franchise

Disclosure document item '

| Obligation , ‘
! Agreement
' a. Site selection and acquisition/lease 3 &S 5,8& 11 -
b. Pre-opening purchase/leases 5,6 &8 T&8
c. Site development and other pre-opening | 5,687 5,8&11
requirements , ‘
d. Initial and ongoing training 7 T
&. Opening — 6,7 & 10 - 7,8&1 |
f. Fees 3,4,5,7,8,9,10,15 & 16, 5,6,11 & 17 |

| & Compliance with standards and 8 11,14 & 15
~ policies/operating manual !
| h. Trademarks and proprietary information | 8,10 & 14 11,13,14 & 17
i. kestriptiogi_é on products/services offered 5& 8 8&16
| J- War,rz.mty andcué,tomer service 8:’ 15
requirements
| k. Territorial development and salesrquotaé‘ 7 3,5& 12 12
I, Ongoing product/service purchases 6,7,8,10 & 12 - 8&16
'm. Maintenance, appearance and 6&8 s
_ remodeling requirements ‘
n. Insurance. 12 7 7 8
o. Advertising 7&10 11 _
p. Indemnification 13.& 16 17
q. Oiwner's,’paltticipat‘ion'/' 7 T:8& 15 11.& 15
management/staffing
r. Records and reports 8,9 &11,  Not applicable
| s. Inspections and audits 6,8&11 ’ 6
| t. Transfer 15 6817
u. Renewal 4 6.8 17
Sweethoney Dessert 10 Franchise Disclosure Document
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Obligation - Section in Ft:anchise Disclosure document.item
i Agre¢ment :
v Post;-rtennin,at‘ion’robliggtiéhs . 7 16 & 17 ' : 17
W ,Non-c':omﬁ'etition covenants 7 ek 17 ‘ 17 _
x.Dispute resolution o 18 17

. ITEM 10: FINANCING

We do not offer direct or indirect financing for your Sweethoney Dessert restaurant. We
do not guaranty any lease or ﬁnancmg you may obtain.

ITEM 11: FRANCHISOR’S ASSISTANCE ADVERTISIN G, COMPUTER SYSTEMS
AND'TRAINING

Except as listed below, Sweethoney Dessert, In¢. is not required to provide you with
any assistance..

Pre-Opening Assistance

Before the opening of your Sweethoney Dessert restaurant we will:

N

- Sweethoney Dessert

6804:00071266770:1

We do not provide a site for you. Itis your respensibility to-find a location for
your Sweethoney Dessert restautant. However, we will consult with you on the
general criteria for your restaurant location. For 90 days after you sign your
Franchise Agreement you will have ‘the exclusive right to look for a location,
within an area designated in your Franchise Agreement. If you do not find an,
acceptable location within that time period, you will have the right to look for a
site within that area for an additional 90 days but on a nonexclusive basis.
“Nonexclusive” means that we, our affiliates and our other franchisees can find
and take a site in the designated area within that time period which may preclude
you from locating in that area. If you have not found an acceptable site within the
180 day peried, we can teiminate your Franchise Agreement and retain the
portion of your initial fee: you have paid to date as consideration for our efforts °
and for granting you the exclusive and nonexclusive rights described above. We
must approve your proposed location before you can lease or othetwise acquire its
use., Our review of your proposed site normally will not take over 14 days. After
our review, we will notlfy -you of our approval or disapproval of the site. If we
disapprove of the site we will advise you. .of the steps’ you,can take, if any, to make

the site acceptable to us. Among the criteria we use in determlnlng ‘whether to

approve ‘your site are the physical characteristics of the location, the: shopping
center or other area in which it is located, the: demographics of the area, its
proximity of other Sweethoney Déssert restaurants and the protected territories
granted to them and fits proximity to competitors. You agree in the Franchise
Agreement to obtain a lease for your site. within 30 days after we: approve the
location. If a lease is not then available; you must get a. letter of intent' from the.

11 Franchisé!Disclosure Doctiment
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lessor showing the basic terms. of the lease that will be provided to. you and
accepting you as a tenant. You must then provide us with a copy. of your fully-

signed lease within 60 days after you obtain the letter of intent. If you have not

obtained a signed leasé for your site, or a letter of intent within 30 days after you

have signed your Franchise Agreement, unless, in our reasonable ,Jy‘udgmcnt you

are using due diligence in your attempt to obtain a ledse, we can terminate your
Franchise Agreement. If we terminate your Franchise Agreement. for that reason,
we can fetain as consideration for our efforts to date, the amounts you have paid
us to date. (Franchise Agreement Sections 3.02 and 5.01 through 5.05)

At out option, we can give you our thoughts on the proposed lease terms for your

site. You must use: your best efforts to have the lessor of your premises sign. our
Addendum to Lease Agreement that gives us certain rights should you. default
under your lease. (Franchise.Agreement Sections 5:05 and 5.06)

You are required to provide us with the floor plan of your space with accurate
dimensions, We will then,-at our expense, provide you with a layout of your
Sweethoney Dessert restaurant as well as a set of spe01ﬁcat10ns and any other
de51gn tequirements for your architect’s of desigrier’s use in planning your space,

It is yout responsibility to have prepared all additional plans needed for the

construction of your space to conform to the layout, specifications and

requirements we have provided and to local ordinances and building codes. It is
also your responsibility to obtain all fequired building, health and any .other
required perniits. (Franéhi“se Agre‘emcnt Section 6.01).

We must review and approve your plans and specifications before your contractor

begins construction. We: will consult with you, your architect, space -planner,

designer, contractors and subcontractors regarding the construction, decorating
and .equipping your restaurant. (Franchise Agreement Sections 6.01 and 6.02).

We will provide you with a list of all required furniture fixtures, décor items,
point of sale system; software, .inventory items and all other items needed. by your
restaurant. ‘We. do not provide these items nor do we install them. We will
provide you with a list of'approved suppliers for the items you need. (Franchise.
Agreement Section 6.03)

We have the right to conduct a final inspection of your restaurant to determine
whether it complies. with our approved plans, specifications and other

requirements. (Franchise Agreement Section 6.07)

We provide training in our system for the owner of your restaurant and up to 2
other people. If'this is your second or subsequent Sweethoney Dessert restaurant,
we: will only train one additional person, who should be the Testaurant manager.
(Franchise Agreement Section 7. 03)
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8) We will send one or more representatives to _y.oﬁr location to assist you with the
opening of your restaurant and to provide additional on-site training for you and
your staff just prior to your opening. (Franchise:Agreement.Section 7.07).

9) We provide you ‘with our hard copy and Internet-based manuals to use in
connection with the establishment and operation of your restaurant. (Franchise
Agreement Section 8.01).

10) We consult with you on your grand opening advertising and activities. (Franchise
Agreement:Section 10.01) :

It typically takes between 1 to.3 months after you sign your Franchise: Ajgkcment to find a
location for your restaurant, obtain a lease and obtain any needed financing, although it could
take longer. It usually takes between 2 and 3 months after your sign your lease to make tenant
improvements, equip, decorate and complete ‘the construction of your restaurant, complete
training, hire and train staff and otherwise prepare to open your restaurant for business. Factors
. that could affect the time it takes you to operi your festaurant include: the time it takes to find and
secure: a location; the time needed to prepare: your ‘working plans and spec1ﬁcat10ns locate a
contractor, secure the necessary permits and complete construction, the: previous use of the
space, availability of labor and materials in the area in which the restaurant is located, local
building, health and other code requirements, time needed to’ acqu1re your equipment, furmture
fixtures, décor and other items and so forth.

" Your restaurant must be open for business within 4 months days from the date you sign -
. your lease. If'it is not, we. can terminate your Franchise Agreement unless, in our reasonable:
judgment, you are using due diligence to construct and open. your restaurant and the delay is
‘beyond ‘your reasonable control, for example as a result of unusual engineering or construction
problems. or if there are delays caused by fire, flood, earthquake or similat evernts. If that is the
case, we:will extend the opening period for'a reasonable time. Delays.caused by your inability'to
perform your financial obl1gat10ns are not considered to be beyond your control for this purpose.
(Franchise Agreement Section .5.08) : ‘

. Continuing Assistance

During the operatlon of your Sweethoney Dessert restaurant we provide the: following
services:

1) We: allow you continuing use of our trademarks, System Standards and the-
information on our Intranet and our other nonpublic sites ‘which contain various.
operations and marketing/public rélations information (Franchlse Agreement.
Sections 8:0, 10.07 and 14.01)

2) We can provide additional training, meetings and conferences in our discretion.
(Franchise Agreement Section 7.08).
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3) We have staff members available to consult ‘with you by telephone or online
during our normal business hours concerning the operation -of your restaurant.
(Franchise Agreement Section 8.09).

4) We can send a repre_sentati\'i.e to your restaurant te censult with you on the
operation and pexformanee of your restaurant at such times and with such
frequency as we determine. (Franchise Agreement Séction 8.11).

5) For an extra cost and with our agreement, we: will send a representative to your
restaurant at your request to consult with you on restaurant operations. (Franchise
Agreement Section 8.12).

' Advertising

We have no obligation to conduct advertising for you. If we do advertising, we can use
any media we choose and obtain our advertising material wherever we sélect. Until there are
‘sufficient restaurants to jusfify other than local advertising, any advertising we do will be local or
regional. We:are not required to spend any specific amount on advertising.

You are required do a reasonable amount of advertising and prometien for your
- festaurant. 'We have the right to approve of your advertising and ‘promotional materials and
activities prior to their'implementation. (Franchlse Agreement Sections 10.02 through 10.05)

As of"the date of this Franchise Disclosure Document, ‘we do not have a national, regional
or local marketing fund to. which you must contribute or an advertising ¢ooperative to which you
must belong. However, we have the nght to start one or more of these programs. If we:do, you,
agree to contribute to those programs in an amount that we require that. will not exceed 3% of
your gross receipts. Our company-owned restaurants will contribute to that fund in a like
. amount. The fund will not be used to directly solicit the sale of franchises. The money paid in to:
the program will be segregated from our other funds and be used only for. the purposes of the
adveftising program or programs to which you contribute. The financial statements, of these
programs need not be audited but we will account to you annually for the receipts and
expendltures of any advert1s1ng funds to Wthh you contribute. We will not be obhgated to spend
Money not spent durmg one year wﬂl carry over to the next year Unless we form a cooperatlve
advertising, fund, we have no obligation to do advertising or public relations for your business or
. ourSystem, (Franchise Agreement Sections 9.03 through 9.08)

We do not have an advertising .council that advises us on advertising policies or any local
or regional advertising cooperative although we have the right to start them. (Franchise
Agreement Section 8.19). : :

Electronic Cash Recording/Computer System.

_ Our electronic cash recording/¢omputer requirements have not been determined yet so
you can acquire any reasonable system configured for restaurant, operations., The system should
record sales, orders, customer lists, inventory, receipts, dlsbursements employee scheduling, and
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* other items found, on a typical restaurant system. We can require that we be given remote access

to the information and reports stored and generated by your system. If you have not yet
purchased your systermn before we require you to purchase a specific system, you agree in the
Franchise Agreement to purchase the system we specify. (Franchise Agreement Section 8.15)

Operations Manuals

Before. you purchase a Sweethoney Dessert franchise, you will be allowed to review any

, manuals that we may have. Yout examination of our manuals has to take place at our offices

unless we allow you to examineih@ manuéls elsewhere. Whoever examines the documents must
first sign our Mutual Non-Disclosure: Agreement which is-Exhibit C to the Franchise. Agreénient.

Training
TRAINING PROGRAM
Hours of Hours of On-
Subject C’ll‘:::;?ﬁ;  SiteTraining Location
Recipe P‘repar;t"ij‘oﬁ' o 0 ‘ 40 Your réstaufé,nt’
) : il
Opéraﬁbh training, 0 - 32- Your ‘res,tauraxilt
Customer service S 0o 8 “Your restaurant
| Toféls: » | 0 »h;ours 80 hours Your'féstamant

‘NOTE: The time a trainee will spend at training and the time devoted to each subject
will depend on the prior experience: of the trainee. Therefore, the foregoing times are
only estimates.

Our tralmng program is conducted as needed. Tt will be held at your Sweethoney Dessert
restaurant within 30 days before you.open for business:

The prineipal instructional material used in our training course are our manuals, recipes,

guidelines, sample reports, schedules and statements, checklists and handouts prepared for our

training course and appropriate: health and safety guidelines from the appropriate authorities.
Our ‘instructors are Allen Guoliang Yang, our Chief Executive Officer, and Evonne Viun Ung, our

Chief Financial Officer, whose-experience is described in Item 2 above.

Your Sweethoney Dessert restaurant must be under the supervision of a person or persons
who have been adequately trained by a person who has successfully completed. the
training program We require. We have the right to require that your management personnel
attend specific training before the opening your Swéethoney Dessert restaurant. You or your
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‘management personnel may also participate in ‘additional optional training courses. if we offer
such training. (Franchise Agreement Sections 7.01 through 7.05)

ITEM 12: TERRITORY
" Your Territory

Your franchise is granted only for the specific focation we approve. In the Franchise
Agreement we grant you an exclusive territory that we edll a “protected territory”. That is the
geographic area ‘within ‘which we agree not to opeh another company-owned or franchised
restaurant that is substantially similar to your Sweethoney Dessert restaurant, with certain
exceptions such as Sweethoney Dessert restaurants located in regional malls, transit centers;
~ convention centers, sports complexes. or restaurants that belong to any entity with which we
" merge, that acquires us, which we:acquire or otherwise become affiliated.

‘We have the right to open and franchise: Sweethoney Dessert restaurants at any location
outside your protected territory even if those restaurants compete with you or -otherwise
adversely affect your business.

The continuatien of your protected territory dees not depend on your doing any particular
' sales volume, achieving specified market penetration or other contingency.

You can only sell 1terns to retail customers and; only unless we agree
otherwise at the time-only . You may not sell any goods of services related to
your Sweethoney Dessert busmess through 1ndependent retail outlets, at wholesale, by means of
catalogs, by mail order; by electronic' means, including over the Internet or by other alterhative
means.

We, our affiliates or others that we or our affiliates :authorize, can market goods bearing
" the Sweethoney Dessert name and marks, names or marks similar or related to them or other
hames and marks, to independent retail outlets, at wholesale, by means of catalogs, mail order,
by electronic means, including over the Internet or by other alternative sources of distribution,

even if these sales are made to outlets or to people located in your protected territory as long as
the items sold are not items that you are permitted to sell. You will not be entitled to any
compensation or other benefit as a result of the sales made by us, our licensor, our affiliates. or
others ‘we authorize.

Except as may be provided in your Franchise Agreement, you will have ne options, rights
of first refusal or similar rights to open additional Sweethoney Dessert restaurants. Except as
stated in your Franchise Agreement, you have no right to open another Sweethoney Dessert
without our prlor wrltten consent If we do consent to your opemng addltlonal‘ Sweethoney
Sweethongy Dessert franchlses and_ pay the franchise fee called for by that. agreement We can
grant or withhold this consent in our sole and abselute discretion.,

You can only relocate your Sweethoney Dessert restaurant with our consent. If we agree
-that you can relocated your restaurant, you will have to sign a release of all claims against us and

Sweéthoney Dessert . 16 ‘Franchise Dlsclosure Document-
6804:000/1266770:1 ! : 033018



. sign the Franchise Agreement we are using at the time for new Sweethoney Dessert restaurants.
. 'We. will usually only-allow you to relocated within your protected territory but you cannot:
relocated to a site that is -also within the protected territory of another Sweethoney Dessert
franchise owner or one that is reserved to a Sweethoney Dessert restaurant owned by us, our
licensor or an affiliate of either. Your télocated restaurant must be built, equipped, furnished, and
so forth, in -accordance with our requirements at the time of the relocation, We can specify a new
protected territory for' your relocated restaurant depending on its. new location. You must also
pay us.the relocated fee specified in Item 6 above. If we pérmit you to relocate but think your
. existing location is viable, we can reqmre you to assign your lease or other occupaney document
to us as a condition of. grantmg you perrmssmn to relocate.

Other than as restricted by the Franchise' Agreement, we have the right to sell items of

any type under trademarks différent from those licensed to you under that: agreement You will

_not be entitled to any compensation or other benefit as a result of these sales. However, we have

no plans to establish or franchise a business. under different trademarks or sellmg goods sxmllar
to those you sell, :

' ITEM 13: TRADEMARKS

The principal trademark we license you to. use is the Sweethoney Dessert name and logo
appearing on the first page of this disclosure document. This mark was registered on the
Principal Register of the United States Patent and Trademark Office on Noveinber 29, 2016 and
bears registration number 5089728. '

, We are licensed to use the mark by Gangji Group Incerporated of Guangzhou, China under

a License Agreement dated March 5, 2016. The term of the License Agreement is 16 years. We '
pay a fee to our licensor when we sell a franchise using the licensed name. We have the right to
negotiate for a reniewal of that agreement prior to its expiration but there.can be no assuranee that '
that negotiation will be.successful. If the License Agreement ends, either by the expiration of its
term of because we default in out payments to the licensor, we and our franchisees will not have
the tight fo continue to use the licensed mark.

, To the best of ‘our knowledge, there are no presently effective determinations of the Patefit -

4nd Trademark Office, the Trademark Trial and Appeal Board, the trademark administrator of
any state or any court relevant to your use of the licensed names, marks and symbols in.any state.
There are no pending interference, opposition or cancellation proceedings, nor . any litigation,
involving the licensed names, ‘marks and symbols. We know of no- superior prior rights or
infringing uses of our matk that could materially aﬁ'ect your use of the licensed mark in the state
whete your business will be located.

) Even though we license you to. use our hames, marks and symbols, you are not allowed.to

use the name: Sweethoney Dessert or any similar name, in the name of the partnership, limited
11ab111ty company, corporation. or other business entity that owns your Sweethoney Dessert
franchise or in the name of any other corporatlon or other business éntity in which you have an,
interest..
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We may license you periodically to use other names, 'marks or symbols in connection
with the eperation and. promotion of your restaurant. You must use these names, rharks or

symbols at ‘your expense. You cannot use any names, marks or symbols to identify or promote
* your restaurant othér than those we specify.

If for-any reason we decide to change our prineipal names, marks or symbols, you agree
to use our niew: names; marks or symbols and to discontinue using the names, marks or symbols
we ditect you to stop using. If we require you to stop using any of the names, marks or symbols
we license to you, we will reimburse you for your reasonable out of pocket costs. in replacing

items that bear the affected names, marks or symbols as long as you comply with our d1rect1ves

concerning their use and disposition.. .

If your use of any of the names, marks or symbols we license to. you is ever challenged

+ or if'you discover a possible infringing use by a: third party, you must notify us of'that challenge

or infringement immediately. It is upto us what action to take, if any, concermng the challenge
or infringing use, as well as concerning any legal or administrative action concerning the names,
marks or symbols that are used in connection with our names and marks. ‘We will pay all fees

and costs in any action resulting from a challenge by third parties to. the use of our names; marks
or symbols. We also will pay any damages for which you are held liable in any infringement or
unfair competition action by a third party as long as you have used the licensed names, marks
and symbols as requlred by your Franchise Agreement and have notified us promptly of the

. claim. You agree ‘in the Franchise Agreement to cooperate with us in handling any proceedmgs
*mvolvmg the licensed names, marks ot symbols..

You agree in the Franchise Agreement not to apply for reglstra‘uon of any of the licensed
names, marks or symbols or to contest their ownership. ‘You also agree not.to assist anyone else
in doing so.

You acquire no rights in the licensed names, marks or symbols because: of your use of

+ them. All of the rights and goodwill associated with the: licensed names, marks or symbols

belong'to us-and our licensor.

. ITEM 14: PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION

There are:no registered patents or'QOpylighfs that are.material to the franchise.

The nianuals and ‘materials we provide: to you contain information that we consider to be

. our trade secrets. 'We claim copyright protectlon for these manuals ‘and material although we

have not ﬁled any copyright applications concerning them.

You have to follow our directions in protecting our manuals-and other trade secrets from
unauthorized disclosure. "We can require your employeés to sign a confidentiality agreement in
which they promise to keep all of our Proprietary Informationi .confidential and to follow our
directions regarding its use. You can use our'proprietary material only in the way we authorize. .
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ITEM 15: OBLIGATION TO PARTICIPATE IN THE ACTUAL OPERATION OF THE

.+ FRANCHISE BUSINESS

You do net have to be the actual onQpremises manager of your Sweethoney Dessert
restaurant. However, we recommend- that you do so in order to maintain better control over your
restaurant's operation.

Uljlcss ‘we agree otherwise, your Sweethoney Dessert restaurant must be under the overall

;supervision of someone who has taken and successfully completed our ‘training course. You
. must use your best efforts to ensure that your employees at all fimes conduct themselves in a
competent and courteous manner. If a person you bring or sénd to our training course does not.
pass that course in a manner satisfacfory to us, you cannot employ that person in a. managerial

capacity. Your manager does not have to have any.ownership interest in. your restaurant or any
entity owning it. We can require your managers and other employees to sign a conﬁdentlahty
agreement to protect our proprietary information.

ITEM 16: RE;'ST-RICTION ON WHAT THE FRANCHISEE MAYSELL

You must offer for sale the entire menu we specify for your Sweethoney Dessert
restaurant, You have to follow our directions’ regarding the preparatlon presentation and serving
of all of the items in your restaurant. You also have to carry all of the resalé items we designate.
We can change the menu to be used in your restaurant. when we see fit ‘and you have to serve all
of the items on.the new menu. You cannot cairy any ‘it'ems we have not approved.

You can only use. the: contamers, napkms serving items and other such materials that we

. :spec1fy or approve for use: in your Sweethoney Dessert restaurant, You must use the uniforms;
signs, menu formats and other material we may require. :

‘We can change our menu, resale items and any other merchandise offered by Sweethoney

Dessertrestaurants, You must comply with our directions in this regard.

ITEM 17: RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION
THE FRANCHISE RELATIONSHIP

This ﬁ?ble lists certain important provisions of the franchise apd'rela.ted agreements. You
should read these provisions in these agreements attached to.this disclosure document.

Provision Section in ' Summary
Franchise
. Agreement | _
a. Length of'the franchise 4.01 ' 10 years from when your lease.commences
term ‘ :
Sweethbneva.es’sert‘ : 1 9 Franchise Disclosure:Document
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|

Provision

Sectionin.
Franchise
Agreement

‘Summary

| b.Renewal or extension of
the térm

4.02

You can apply for a new Franchise Agreement

~ when your initial term ends. The térm of'your new:

agreement will bé 5 years.

c..Requirements for
franchisee'to fenew or
extend

4.02

If you want to apply for a new Franchise
Agreement. you must give us notice at least 6

months, but not mere than, 12 months before the
expiration of your initial term, you cannot bein |

default when you give notice or ‘when your new .
agreement is to take effect, you cannot have been

| given 2 or more notices of default during any 3-
| year period, you must agree to the terms of your
new Franchise Agreement within 30 days of your |

receipt’ of your new Franchise Agreement; your

| lease' must cover thé new .5 year term, you must

reimburse us for our costs and time:in connection
with providing you with and entering into your,

new Franchise Agreement, such as helping with .

the: refurbishing of your restaurant, additional

training, and so forth. You must also sign a,

general release against us when you sign your-new
Franchise Agreement. You miust update your
restaurant to comply with any new standards.

The new Franchise Agreement may contain terms
and. conditions that are materially different: from

| those in‘youroriginal agreement.

d. Termination by franchisee

|
, -

16.05

If we- commit a material default:and do not cure it
after riotice and an opportunity to cure the default, |

you can pursue all provided to you by law.

e. Termination by franchisor
without cause:

None

Notapplicable.

f. Termination by franchiser
with cause

3.02, 5.03,5.05, °

| 5.07 - 5.09, 7.05,

8.01, 11.03, 15.20,
15.22, & 16.01 -

- | 16.03

We:can terminate the Franchise Agreement for the:
reasons listed in the referenced sections of the:

- Franchise Agreement.

' g. "Cause" defined - curable

defaults

16,01 - 16.04

Exceptwasfbr'oy;ided below, we.can terminate ‘yo‘uf

Franchise Agreement if you commit ‘any |

violation «of a material term in that agreement
and you do not correct the condition causing the
default within 20-days. after notice of the default,

plus. such additional time as we decide is ‘
reasonably necessary. You will have 5 days to.

remove any foreclosure, attachment, .execution,

| or other seizure of your'assets. We can terminate

Sweethoney.Dessert
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|

Provision

Section in.
Franchise -
Agreement

Summary

throuéh fo Tault of your own but do not.relocate |
your restaurant within 90 days. ‘We have the: |

_option to give ‘you. time to cure the defaulfs

described. in the following section if they are:
caPable_ of cure.

h. “Cause” defined—non-
curable defaults

3.02,5.03, 5.05,
5.07-5.09, 8.01,
11.03, 14.12, 1520,
15.22, 16.01
&16.02

| confidential
| undetréport your. gross isales or underreport your |

| Defaults which can cause immediate: termination
are: you do not. obtain a location and lease :and
construct and open your restaurant for business

within the time periods required; you .reject a‘
location. we offer to you; we cannot agree on a |

protected territory within a reasonable time;. you

make improper disclosure or use of our
information, you mtentlonally

gross sales in the. amount of 10%.or more even if
unintentional; or a transfer of the franchise is not

| completed within the: times allowed in the everit

of death, mental incompetence or as ordeied by a
court in the event of divorce. We can terminate
your remaining Franchise Agreements. if you
have iore than one Sweethoney Dessert
restaurant. and do not renew any of your
Franchise ‘Agreements but continue to engage. in
a similar business, at your location. Termination
can also occur: in the event of your Bankruptcy,"
if you 'make an. assignment. for the benefit of |
creditors, or Yyour iﬁsqlvency; a material |

' misrepresentation was made in your acquisition

of the franchise; you or a principal engages in -
conduct reflecting adversely .on ‘the business;
failure to comply with appllcable law; you are

| given 3 or more: nétices of valid defaults in. any

12 month ‘period; failure to. pay a judgment that
becomes final; conviction 6f a felony of anytype -
or a. criminal violation relevant to. the business;
failure. to pay amounts.to due to us -when |
required or within § days after notice; we
determine that your operation is a danger to
public health or safety; you abandon your
fes’tautant‘;‘ any other agreement between us or |

between you and any of our affiliates is

terminated because of your default; or you

| defaulf underyour lease and lose your site.

i, Franchisee’sobligations on

1 16.06= 16.10, 16.13 |

‘When your Franchise Agreement ends you must:

termination/ nonrenewal | & 16.14- bring all accounts with us current; stop using the

' | _licensed names, marks, symbéls, and. other
Sweethoney Dessert 21 Eranchise:Disclosure Document
033018

6804.000/1266770:1




Provision

‘Section in

Summary:

| number and. listing; cancel fictitious: business

| employment. history; give us the option to |

| will both sign a mutual release.
' See also subsection r; below:

proprietary property; 1f we do not. purchase. your

your restaurant and remove all distinctive

remedies available to us at law or in equity.

restaurant from you, change the appearatice of

equipment, ‘décor, furniture, fixtures, signs, and )
other items; return our manuils and other
material; assign your telephone: number and
Internet addresses to us; get a new telephone

name registrations; notify suppliers and others
that you are mo longer a Sweethoney Dessert
franchisee. You must continue to pay us until
you complete these duties, You also must not |
identify yourself as having been a Sweethoney |
Dessert franchisee, except when related to. your “

purchase your restaurant .assets at their fair
market value; give us the option to take over
your restaurant lease, and if termination is
caused by your breach, pay liquidated damages.

If you breach the agreement, we have all other | |

When yoyp have completed all of these duties, we '

franchisor

j. Assi‘gr_lmenthof"contract by

We can assign our interest in the Franchise
Agreement without your consent but any such
transfer will not materially interfere with the
benefits granted to you under the agreement. ‘

defined

k. “Transfer” by | franchtsee -

| ownership interest in any entity owning the
' franchise or that property including its merger or

Any full or partial transfer of the franchise, the
property used in your restaurant or any |

other restructurmg

1. Franchisor approval of
transfer by franchisee

You must obtain our approval of any proposed

transfer.

' m. Conditions-for franchisor
approval of transfer

Franchise
Agreement
| 15.17
1501
115.03
15.04— 15.14

| franchisees.
Jleopardlze, the transferees chances for success

| transfer procedures in our manuals. and sign our

The :proposed transferee must meet our then-
currenit standards for new Sweethoney Dessert |
We can refuse to approve the

You and the transferee have to. follow the

transfer documents.. The transferee must
satisfactorily complete our training course. The |
restaiirant may have to be updated. The form of

Sweéethoney. Desseri
6304:000/1266770.1
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‘covenants after the
franchise is terminated or
expires

Provision Section in Summary '
Franchise
‘ Agreement. ‘ 7 )
o ' ' Franchise Agreement-we are' using it the time of
the transfer must be signed if the transfer
involves ttansfer of a majority interest in the
franchise. If an entity is making the fransfer, a
new managing agent ‘may have to be appointed |
and trained. The. fees described in Item 6 miust
‘be,{pai,d. You must release any unresolved claims
| against us. You may have to guaranty the

‘ ' obligations of your transferee. |

- n. Franchisor’s right of first | 15.18 We can purchase the interest proposed to be
refusal to acquire | transferred on substantially the: same terms. as.
franchisee’s business  you propose-to transfer it.

| ‘0. Franchisor’s option to - 16.08 On termination of your Franchise Agreement we

1’ purchase franchisee’s | can purchase your business or such assets as we
business ’ chose at fair market value and, if we wish, have

you assign your lease to us. ‘
p- Death or disability of 15.19-15.21 Your executof, administrater, or legal guardian
franchisee 4 can transfer the franchise to an approved
transferee' within 6 months of :appointment as |
| long as the transfer complies with the transfer |
provisions of the Franchise Agréeement.

“j q. Non-competition 17.01 You cannot engage in, consult with .or have an
covenants.during the term . ownership interest a business selling the same.
of the franchise types of products sold by Sweethoney Dessert

restaurants -during the term of the Franchise
o Agreement. , /
t..Non-compétition 17.02 You cannot engage in, consult with or own a |

3 Franchise Agreement within your protected

busiriess selling the same types of products sold |
by Sweethoney Dessert restaurants for 2 years
after the termination or expiration of yeur

territory or within 5 miles of another

Sweethoney Dessert restaurant.

| s. Modification of agreement

0 19.01 & 19.02

| Your F,r;ag;:hi_sezAgreément: cah;’be modified only

by a'written agreement.signed by both of'us. We
can ‘modify our manuals and -aspects of our
restaurants without your.consent and you have to.
follow those changes.

Sweethorigy Dessért
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Provision | Section in l 7 7 Summary
Franchise
‘ . Agreement:
| t. Integration/merger clause | 34.01-34.07 Only the terms of the Franchise Agreement are
binding;, subJect to state law. Any

representations or promises outside of the
disclosure ‘document and. Franchise Agreement
may not be enforceable. Also see the
Acknowledgment at ‘Closing which is Exhlblt E{
| to-this disclosure document

u. Dispute resolution by 1 18.01 | Before any litigation s filed, we must mediate’ ;-

arbitration or mediation and disputes between us. The Franchise
| Agreement does not contain an arbitration

7 . clause. 7 7
v. Choice of forum ' 18.01 & 18.02. Mediation and litigation involving the: Franchise

Agreement, its inducément, and matters related
to it miist be in the county where our main |
| business office is located. :

w. Choice of law | 26.01 —26.03 | California. law. applies to the Franchise

l | Agreement. If 'the franchise is not located in |
| California, the law of the state where it is. located
' will govern the non-competition provisions of
the: agreement.

ITEM 18: PUBLIC FIGURES
We do not use-any public figure to promote our franchise.
ITEM 19: FINANCIAL PERFORMANCE REPRESENTATIONS

The FTC’s Franchise Rule permits a franchisor to provide information about the actual or
potential financial ‘performance of its fianchised 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 Item 19 may be given only if:
(1).a franchiser provides the actual records of an ex13t1ng outlet you are. considering buying: or’ 2)a
franchisor' supplements the information provided in ‘this Item 19, for example, by providing,
information aboiit possible performance at a particular location or under particular circumstances.

‘ We do not make any representations about a franchlsee ’s future financial performance
or the ‘past financial performance of company-owned or franchised outlets. We also do rot
authorize our employees or. representatives. to make any such representations either ‘orally or in
writing. If you are purchasing an existing cutlet, however, we may provide you with the actual
records of that outlet. If you receive any other financial performance information er projections of
your future income, you shotild report it to our Chief Executive. Oﬂicer Allen Guohang Yang, 160
44*;&_;1&_119@ Street, ‘Suite 864-Oakland-CA-94612.F, H: d, C nia 94545 (510)
717918-110691178, the Federal Trade Commission and the appropriate state regulatory agencies.

Sweeéthoriey Dessert ' . 24 Franchlse Disclosure Document
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ITEM 20: OUTLETS AND ERANCHISEE INFORMATION -

‘Table No. 1

Systemwide Outlet _S,umx_narj »
Foryears 2014-2015 and-2016_and 2017

~ Column 1 ‘Column Column 3 *Column 4 Column.5
Outlet Type 2 Oitlets at the Start of the Outlets at the End of Net Change |
_ ' Year Year the Year ‘
Franchised 2014 0 ) 0
Franchised 2015 | 0 0 0
2016 0 1 +1
| Company-Owned | 2034201 01 02 0+1
Company-Owned | 2015 0 1 +1
| : 2016 1 0 =1
| Total-Outlets 2014201, 0 0 0
Total Qutlets 2015 0 1 +1
' . 2016 1 1 0
2017 1 2 .
Table No. 2

Transfers of Outlets from Franchisees to New Owners (other than the Franchisor)
Foryears 2014;2015-and, 2016_and 2017

Column 1 Column 2 Column 3
V'Stat'e; 'Year N{imber‘ofﬁan'sactions
2014 ' 0
2015 0 )

‘ : 2016 0
[ Total .201420,]’1 0
Jotals 2015 0
2017 0

-Sweethoney. Dessert 25 Frarichise  Disclosure:Document
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TableNo.3
Status of Franchised Outlets

6804,000/1266770.1

( For years 2014,-2015-and, 2016_.and 2017
Column { Column | Column | Column Column Column Column Column Column |
! 2 3 4 5 6 7 8 9
~ State Yeai | Outlets | Outlets | Terminations Non- Reacquired Ceased | Outlets
: ~ at Start | Opened- Renewal by Operations/ | at End of
of Year s Franchisor Other Year
: | | | Reasons
CA | 2014 0 8 [ 0 0 ] 8 0
CA | 2015 0 0 0 ) 0 0 0
' 2016 0 1 0 0 0 0 -1
Totals | 2014201 o1 61 0 0 0 0 02
. ‘ 1 ,
Totals | 2015 0 0 0 0 0 0 0
2006 | O 1 0 0 0 0 1
Table 4
Status of Company-Owned Outlets
Foryears 2014;-2015-ard, 2016.and 2017
‘Column1 | Column | Column3 | Column | Column’ | Column | Column?7 | Column |
‘ 2 4 6 8
State Outlets.at | Outlets Outlets |
Year | Startof Outlets | Reacquired | Outlets Sold to Outlets
v the Year | Opened | From Closed | Franchisees | at End
1  Eranchisees ‘ of the
, : ‘ Year-
- | Califernia | 2014 0 8 3 9 9 [
California | 2015 0 1 0 0 0 1
| 2016 10 0 . 0 0 1 0
Totals | 20342017 | 0 0 0 0 0 0
Totals 2015 | -0 L 0 0 0 1
2016, 1 0 0 0 1 0
Coor 0 T 01 o 19 )
Sveethoney Dessert 26. Franchise Disclosure Document,
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" TableNo. 5

Projected Openings.As Of December 31, 20162017

Siafe 7 Franchise Agreem;ents | ‘Projected »l‘,{ew.Eranchised' Projected New !
Signed But Outlet Not | Outlet in the Next Fiscal | Company-Owned Outlet
N Opened B Year | in the Next Fiscal Year
- California 24 - 4 ' 0
TOTALS 1 24 BETH 0

RuXing Joyce Yu.and Xueyu Yu
c¢/o Sweet Lucky Dessert

1423 E 14th Street

San Leandro, CA 94577

Tel: (510)918-1118

c/o TMD Dessert

15 Colma: Boulevard

Colma, CA 94014
Tel: (650) 822-2800
Ohptle

Sweethongy Dessert ' N 27
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" Theresa Pui Sze Lamauyang, Man Ling Wong Tso and “Mary” Bi Jun Kwan
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Alame CA 04! 01
Tel: (510) 521-1515

Irene Cai Hong Lei
3882 Fallon Roa(l '
. Dublin, CA \ 24568"

M Xing and Jialu Wang

c/o FEL Inc.

San Jose, CA

Tel: (408) 805-9618

(Franchise Agreement terminated
by mutual agreement in 2017)

There are no franchisees, who hgye not communicated with us in the last 10 weeks:

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

Dufingj the last three fiscal years no cuﬁent or former. franchisees have signed
confidentiality clauses that restrict them from discussing with you their experiences as
franchiseés in our system.

Sweethoney Dessert 28 ) Franchise Disclosure Document
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ITEM 21: FINANCIAL STATEMENTS

F ol]owmg as Exhlblt B isa copy of our. audlted ﬁnanc1al statement as of December 31

__lltJ__nm,__glM ﬁnanmal statements for the penod from January' 1, 20474
20472018, to. Janugg 31,2018

ITEM 22: CONTRACTS

Exhibit C to this disclosure document is a copy of our Franchise Agreement which
+ contain$ our Addendum to Lease Agreement, General Release and Continuing Guaranty. Exhibit
D to. this disclosure document is our Confidentiality and Nondisclosure Agreement and Exhibit E
is our Acknowledgment at Closing.

ITEM 23: RECEIPTSRECEIPT

The last page of this Franchise Disclosure Decument is a Recelpt form that you must
date, sign and return. to us immediately upon your receipt of this disclosure: document and the.
. attached contracts. ’ '

.Siveethoney Dessert: ) . 29 FEranchise.Disclosure:Document
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Sweethoney Dessert, Inec.

STATE-SPECIFIC ADDENDUM TO
Sweethoney Dessert FRANCHISE DISCLOSURE DOCUMENT

‘The following provisions are applicable to fr:anélﬁses;in the State of California:

I. Neither the franchisor nor any person ifi Item 2 of the Franchise Disclosure Docurnent
is subject to any currently effective. order of any national securities association or exchange, as
defined in the Securities Exchange Act of 1934, 15 U.S.C.A. 78a et seq., suspending or- expelling
such persons from membership in that association or exchange.

2 Rather than being due upon the signing of the Franchise- Agreement, the initial
franchise fee is deferred until all of the franchisor’s initial obligations as to the franchisee’s first
restaurant are complete and the franchisee is open for business..

3. California Business and Professions Code Sections 20000 through 20043, ptovide
rights the franchisee concerning termination, transféer -or nonrenewal of a franchise. If the
Franchise Agreement Contains a provision that is inconsistent with the: law the law will control.,

4. The Franchise Agreement pr_ovidés‘ for termination upon bankruptcy.. This provision
may not be eriforceable under federal bankruptcy law. (11 U.S.C.A. Sec. 101 et seq.)

5. The Franchise Agreement confains a liquidated :damages ¢lause. Under Caltforma
Civil Code Section 1671 certain liquidated damages clauses are unenforceable

6. You must sign a general release if you relocate, renew or transfer your franchise.
California Corporations Code Section 31512 voids a waiver of your rights under the. Franchise
Investment Law (California Corporations Code Sections 31000 through 31516). Business and
Professions Code Section 20010 voids a waiver of your rights under the Franchise Relations Act

. (Business and Professions Code, Sections 20000 through 20043).

7. Section 31125 of the Calzforma Corporations Code requirés us to give you a
disclosure document, in a.form containing the information that the Commissioner of Business
Oversight may by rule or order require, before a solicitation of a proposed material modification
of an existing franchise:

OUR WEBSITE, www.sweethoneydessert.com, HAS NOT BEEN. REVIEWED OR APPROVED
BY THE CALIFORNIA DEPARTMENT OF BUSINESS OVERSIGHT ANY COMPLAINTS
' CONCERNING THE CONTENT OF THIS WEBSITE MAY BE DIRECTED- TO THE
CALIF ORNIA DEPARTMENT OF BUSINESS OVERSIGHT AT www.dbo.ca: gov.

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.

-, SweethoneyDessert 1 _ _ Franchise Disclosure Document
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TF - SWEETHONEY DESSERT, INC. DOES NOT DELIVER THIS. DISCLOSURE
DOCUMENT ON TIME OR IF IT CONTAINS A FALSE OR MISLEADING STATEMENT
OR A MATERIAL OMISSION, A VIOLATION OF FEDERAL AND STATE LAW MAY HAVE
' OCCURRED AND SHOULD BE REPORTED TO THE FEDERAL TRADE COMMISSION,
WASHINGTON, D.C. 20580 AND TO THE CALIFORNIA DEPARTMENT OF BUSINESS
OVERSIGNT AT ANY OF ITS OFFICES.

Dated:
_ Sweethoney Dessert, Inc,
By
Signature Its_
o Title
Typed or Printed Narme
;S;wveethoney_‘%Desseft: ' 2 Franchise Disclosure Document
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AGENTS FOR SERVICE OF PROCESS
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State Franchise Law Administeators.

California:

Commissioner of Business Oversight
1515 K Street, Suite 200
Sacramento, California 95814

Hawaii:
Commissioner of Securities

. Business Registration Division.
335 Merchant Street, Room 203
Hornolulu, Hawaii 96813

Illinois:

Tllinois Attorney General.
500 South Second Street
Springfield, Hlinois 62706

Indiana:

Indiana‘Secretary of State
201 State House

200 West Washington Street
Indianapolis, Indiana 46204

Maryland:

Maryland Securities Commissioner
200 Saint Paul Place

Baltiinore, Maryland 21202-2020

Minnesota:
Commissioner of Commerce
Department of Commerce Registration Division
85 Seventh Place East.
St. Paul, Minnesota 55101

New York:

New York Secretary of State:
99 Washington Avenue
Albany; New York 11231

Sweethoney Dessert:
6804.000/1266770.1

124S. Euc’lid, : Suite, 104

‘North Dakota: -

Securities Commissioner

600 East Boulevard Avenue

State Capitol, Fifth Floor, Dept. 414

Bismarck, North Dakota 58505-0510

Rhode Island:
Director of Business: Regu‘laﬁon,
Securities Division

John O: Pastore Complex
1511 Pontiac. Avenue;, Building 69-1
Cranston, RI 02910

‘South Dakota:
‘DlI'CCtOI' of the Division.of* Seem&%lgsurgnc

, Securmes Regulaﬂon
Pierre, South Dakota 57 501

Virginia:

Clerk, State Corporation Commission
1300 East Main Street, First Floor
Richmond, Virginia 23219

‘Washington:
Administratof  of Securities Department of

Financial Institutions Sécurities Division
150 Israel Rd, SW

Tumwater, Washington 98501

Wisconsin:

Commissioner of 'Securities

345 W. Washington Ave., 4th Floor
Madison, Wiscensin 53703

Franchise Disclosure Documént
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Agents For Service of Process

California:

Department of Business Over51ght
One ‘Sansome Street, Suite 600
‘San Francisco, CA 94104

320 West 4th Street, Suite 750
‘Los Angeles, CA 90013-1105
1515 K Street, Suite 200
Sacramento, CA 95814-4052.
1350 Front Street, Room 2034
San Diego, CA: 92101

Telephone: 1 866 ASK-CORP

Hawaii:

Department of Commerce and
‘Consumer Affairs

Business Registration.Division

335 Merchant Street

Honolulu, HI 96813

Ilinois:

Office of the Attorney General
500 South Second Street
Springfield, TL. 62706

Indiana:

Indiana Securities Division

Secretary of State

302 West. Washingtori Stréet, Room E~111
Indianapolis, IN 46204

Maryland:

Office of the Attorney General
Division of Securities

200 Saint;Paul Placé, 20th Floor
Baltimore, MD 21202-2020

Michigan:

Consumer Protection Division

Antitrust and Franchise Unit

Mlchlgan Department of Attorney General
670 Law Building

Lansing, MI 48913

Sweethorey:Dessert
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Minnesota: -

Minnesota Department of Conimerce
85 7th Place East, Suite 500

St. Paul, MN 55101

New York:

New York State Department of Law
Bureau of Investor Protection and ‘Securities.

120 Broadway, 23rd Floor

New York, NY 10271

North Dakota:

Office of Securities Commissioner
600 East Boulevard, 5th Floor
Bismarck, ND 58505

Rhode Island:

Division of Securitiés

1511 Pontiac Avenue, Bldg. 69-1
Cranston, RT 02920

South Dakota

Dlrectg!: of 1h D1v1510n of
SeeuritiesInsurance
Securities Regulatio

124 S. Euclid, Suite 104
Pierre, SDSouth Dakota 57501

Virginia:
State Corporation Commission
Division of 'Securities and

Retail Franchising
1300 East Main Street, 9th Floor
Richmond, VA 23219

‘Washington:

Department of Financial Institutions
Securities Division

150 Israel Road SW

‘Tumwater, WA 98501

Wisconsin:

State -of Wisconsin

Office of'the Commiissioner of Securities
345 West Washington Avenue, 4th Floor
Madison, WI 53703

Franchise Disclosure Document.
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FINANCIAL STATEMENTS

The interim financial statements included in this Exhibit have been prepared
. without audit. Prospective franchisees are advised that no independent

Certified Public Accountant has audited these figures or expressed an opinion
with regard to their content or form.

EXHIBIT B “
‘To Sweethoney Dessert Franchise Disclosure Document .

SweethoneyDessert i Franchise Disclosure Document,
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SWEETHONEY DESSERT, I;NC. BALANCE SHEET
AS OF JANUARY 31st, 2018

. ASSETS
Current Assets: ‘
Cash and cash equivalents $92,090
Equipment ' $0
Inventory._ $12,000
Total Assets. - ' _ _5104,090
LIABILITIES AND STOCKHOLDER'S EQUITY
Current Liabilities: ' 80 -
-Account payable : $525
Income taxes payable . $27,639
Total current liabilities $28,164

Stockholders" equity: ‘
Common Stock, ho par value, 100 shares authorized,

‘100 shares issued and outstanding 100
Retained earnings E $76,026
Total stockholders' equity - $76,126
Total liabilities andstockholders' equity - $104,090




SWEETHONEY DESSERT, INC.
. STATEMENT OF INCOME
- FOR THEIMONTH ENDED JANUARY 31ST, 2018

Revenue and Income:

Product Sales Income : | . . $13,756
Royalty Income _ . $1,450
Franchise Fee Income ' $17,500
Products and food supply costs , -$13,786
Total Revenue & Income ' .. $18,920

Operating Expenses:

, .Advertising, . $230
Equipment Lease - _ $95

Insurance ‘ $208
Telephone/Internet $75

Storage . . $400:

~ Gasoline ' $680

Travel ' $1,780

Food . $500

Total Operating Expenses. . , $3,968

Net Income/(Loss) : $14,952



SWEETHONEY DESSERT INC.
STATEMENT OF CASH FLOWS
FOR THE MONTH ENDED JANUARY 31st, 2018

Cash Flows From Operating Activities:

Net Income/{Loss) , -$2,473

Incre Net Cash (used for)/Provided by Operating Activities $2,435

Decrease In Inventory - , -$38

’ $14,952

Cash Flow From Financing Activities:

Addit Net Increase in Cash S0

$14,914

Cash and Cash Equivalents, beginning of January 2018 $77,176

_ " $92,090 .

Cash and Cash Equivalents, month end of January 31st, 2018



SWEETHONEY DESSERT, INC.
FINANCIAL STATEMENTS
. ‘1"‘1 .jDW 4
INDEPENDENT AUDITORS’ REPORT

FOR THE YEAR ENDED DECEMBER 31, 2017
(With Comparative Totals for 2016)

KPM Accounting & Management-Solutions
P:0. Box 641773+ San Francisco, CA 94164
Télephone 415.819.6718 + www.kpmcpas.com
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Qc-lul;ons Ou{,sxc’e 7")@ Br)/

To the Board of Directors
SweetHoney Dessert, Inc,
San Francisco, CA

INDEPENDENT AUDITOR’S REPORT

Report.on the Financial Statements

We have.audited the accompanying financial statements of‘SweetHoney Dessert, Inc., which.comprise the
balance sheet as of December 31, 2017, and the. related statements of incomie; changes in stockholders!
equity,-and cash flows for the yearthen ended, and the related notes'to the financial statements,

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance:with.accounting principlesigenerally accepted.in'the‘United States of America; this includes the
design, implementation, and maintenance ofinternal control relevant to the preparation and fair presentation
of financial statements that aré:free from material misstatement, whether due to fraud or error,

Auditor's Responsibility.

Our responsibility is to express an.opinion on these financial statements based on our audit. We conducted
our audit in accordance-with auditing:standards generally accepted in the United States of America. Those;
standards require that we plan and perform the -audit to obtain reasonable assurance about wheéther the
financial statements are free from material misstatement.

An:audit involves performing procedures'to obtain audit evidence about the amounts-and disclosures in the
financial statements, The procedures selected depend on the auditor's judgment, including the assessment
of the risks of material misstatement of the finaricial stafements, whether due to ffaud or error. In making:
those risk assessments, the. auditor considers internal control relevant to the entity's preparation and fair
preséntation of the: financial statements in order to demgn audit. procedures that are approprlate in the

. circurnstances, but not for the purpose of ¢ expressmg an opinion o the effectiveness.of the entity's internal

confrol. Accordingly, we;éxpress no such opinion. An:audit also- includes. .evaluating the appropriateness of
accounting policies used and the reasonableness. of significant accounting estimates made by managemeit,
as well as evaluating the overall presentation of the' financial statements.

We believe that the audit evidence we have.obtained is sufficient.and:appropriate to-provide:a basis for our
audit opinion. .

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the ﬁnancnal
position of Sweetkoney Dessert, Inc. as.6f December 31,2017, and the results of its operatlons and its cash

flows for the year then ended in accordance with accounting principles generally accepted, in the United
States of America.

Ken Mierzwinski, CPA
KPM Accounting & Management Solutions:

San.Francisco, CA

March 29, 2018 .



SWEETHONEY DESSERT, INC.
(A California Corporation)
BALANCE:SHEET
. DECEMBER 31,2017 and 2016

ASSETS
2017 2016
Curfent Assets: . )
Cash and cash equivalents ' $ 77,176  $ 3,621
Inventory 38,000 50,000
Total assets . ) , $ 115176 ‘ $ 53,621
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
Accounts payable . $ 525 % -
Income taxes payable | _ 27,639 25,166
Total curfent liabilities , : 28,164. 25,166
Stockholders' equity:
Commen stock, no par value, 100 shares authorized, .
100:shares issued and outstanding ' 100 100
Retained earnings 86,912 28.355
Total stockholders' equity : . 87,012 28,455,
Total liabilities and stockholders' equity $ 115176 § 53,621

See accompanying riotes'to financial statements.
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SWEETHONEY DESSERT, INC.
(4 California Coiporation)
FOR THE YEAR ENDED DECEMBER 31, 2017
(With Comparative Totals for:2016) -

Seé accompanying notes'to financial stafements. '
3

2017 2016 .
Reveniie -and Income: : ) :
Product sales income ' $ 85380 § 330,049
Cost of Revenues:
‘Support and service: - (80,138)
Product and foed supply costs (72,300) (134,394)
‘Total cost.of product siles income -~ (72,300) (214,532).
Net product salesiincome $ 13,080 § 115517
Franchise fee¢ income: : 140,000 125,000
Merchandise:sales ificome - 17,279
Royalty income. - 17,000 1,200
Gain/(loss) on:sale ' - (30,000)
Total revenuerand income : ' 170,080 228,996
Gross profit o 170,080 228,996
Operating Expenses:
Advertising 6,000 -
Agcounting and-audit 4,025 -
Mercharit Equipment Lease : T 653
Insurance ' 1,850 1,992
‘Comcast.Internét _ , - 845
Telephone: 4 3,000 58
Travel 18,120, -
Rent 11,866 - 36,560
Utilities - 19,987
Licenses and permits. - - 867
. Wages - 20,034
Payroll taxés - 25,569
Employee Meals/entertainment : 10,523 9,638
Professional fees C. - 28,500 27,000
Tota] operating expenses. ° 83,884 143,203
Operating income/(loss) 86,196 85,793
Proyision for income taxes ' 27,639 25,166
Net income $ 58,557 8 60,627



SWEETHONEY DESSERT, INC.

(A California Corporation)
STATEMENT OF STOCKHOLDERS' EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2017

(With Comparative Totals for 2016)

7 Total
Nmbcr of ‘Comon Retained. Stockhqlders'
_Shares Stock _Earnings _ Equity
Balance at December 31, 2015 100 $ 100 $ '218‘,98.8 $ 219,088
Distributiéns - - - (251,260) (251,260).
‘Net income/(10ss) ' - | - 60,627 7 60,627
Balanceiat Decerriber 31, 2016 60 100 28355 - 28455
Net.income/(loss). — - - 58,557 58,557
Balance at December 31, 2017 100 0§ 100 $ 86912 $ 87012

See accompanying notes to financial statéments.
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-SWEETHONEY DESSERT, INC.
(A California Corporation)
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2017
(With Comparative Totals for 2016)

2017 2016
Cash.flows from operating:activities: )
Net income/(loss) $ 58,557 % 60,627
Adjustments to reconcile to:cash.provided by*(iised for)
operating activities: _ -
(Increase)/decrease in assets:
Inventory : 12,000 . (50,000
" Increase/(decrease) in liabilities:
Accounts;payable : 525 . (1,739)
Income taxes payable 2,473 25,166
Net cash provided by. operating activities 73,555 34,054
Cash flows from ihvesting activities:
Sale of equipmerit - 215000
Net cash provided by‘finaricing activities - 215,000
Cash flows from financing activities:
‘Distributions ) - (2 51,260)
Net cash (used for) finaricing activities ' - (251 ,260)
Net increase/(decrease) in cash and cash equivalents o ' 73,555 (2,206),
Cash and cash-equivalents, beginning of year ' 73,621 5,827
Cash:and cash equivalents, eid of year $ 77,176 $ 3,621

See accompanying;notes to financial staternents.
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SWEETHONEY DESSERT, INC.
(A California Corporation)
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31,2017

(1) DESCRIPTION OF OPERATIONS

In March 2015 SweetHoney Dessert, Inc. formed a general partnership and leased a store to ‘sell
dessert products. Theistore was remode’:léd and sold dessert products in 2015 and 2016.

On Decenmber 8, 2015, SweetHoney Dessert, Inc. (“the: Company™) formed a Corporation under
the. California Corporatlons Code to begin franchising the stores. The specific business purposes
and activities of the Company. consist of operating and franchising a dessert product business.
The original store was sold to :a franchisee on October 31, 2016. The Company has seven
franchisees as of December 31, 2017.

The Company is the séller and distributor in the United States of America of a unique and
distinctive system of high quality dessert products operated. in assoeiation ‘with Licensed Marks
featuring the sale-of SweetHoney Dessert™ Products and menu items-prepared with SweetHoney
Dessert ™ Products

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(a) Cash and Cash Equivalents

~ For purposes -of the statemerit of cash flows, The: Company considers all highly liquid
investments: available for current use with an initial maturity. of three- months or less to be.
cash equivalents. The Company maintains -its cash in 2 bank deposit account, which is
federally insured upito $250,000. As of December 31; 2017, all of The Company’s: cash was.
federally insured.”

(b) Inventory

The Company’s inventory is stated.at the lower of cost or market and consists of supplies for
future franchises. The Company plans to sell inventory to the franchisees as needed.
Inventory as-of December 31, 2017 was, valued at.$38,000.

(c) Income Taxes

The: Company accounts for income taxes using the-asset.and liability method; which requires
'the recognition of deferred tax assets and liabilities for the expected future tax consequences
of events that have been included in the financial statements. The effect of a change in tax
rates. on deferred tax assets-and liabilities is recognized in income in the period that includes -
the enactment:date.

At December 31, 2017, SweetHoney Dessert, Inc., had total income: tax payable- of $27,639,
which included $19,345+in federal tax and $8,294:in state tax.



SWEETHONEY DESSERT, INC..
(A Callforma Corporatwn)

(; . FOR THE YEARS ENDED DECEMBER,SI 2017
(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
(d) Reveriue Recognition-and Franchise Revenue

e Product Sales - Gross product sales revenue representthe fair value of considération
received-at point of sale for SweetHoney Dessert, Inc. products and menu-items

e Franchiserrevenues are recognized.according to.contractual terms per Eranchisee. The
w : initial Proprietary Information Fees related to sales of franchises are recognized as
revenue upon substantial perfotmance by the Company of all material conditions
relating to the contractyal terms. Continuing franchise royalties are based on a
defined percentage of franchise or license stotre revenues ‘and are recognized when
’ earned.

® Merchandise sales revenue ~ monies received for the sale of goods from inventory,
such as bags, containers, cups, napkin, utensils, tableware; beans, flours, etc.

(¢) Fair Value Measurements

The Company adopted FASB ASC 820; Fair Value Measuremerits and Dlsclosures, for:assets.
and liabilities. measured ‘at fair value'on a récurring basis. The codification .established a
common definition for fair value to be applied to existing generally .accepted accounting
pr1nc1ples that tequires the use of fair value measurements, establishes a framework for
meéasuring fair value, and expands disclosure about:such fair value measurements.

FASB ASC 820 defines fair value as the-price that would. be received to sell an asset-or paid
to transfer a liability in an orderly transaction between market participants at the
‘measurement date. Additionally, FASB ASC 820 requlres the use«of valuation'techniqués that
maximize the use ‘of observable inputs and minimize the use of uriobservable: inputs. These
inputs:are. prioritized as follows:

o Level I—Observable inputs such as; quoted market prices in active markets for
" identical assets:of liabilities
o Level 2—Observable:markét-based inputs or unobservable inputs that are
corroborated by market data
o Level 3—Unobservable inputs for which there is little or no:market data, which
require the use-of the reporting entity’s. own assumptioris

All receivables and payables that are not short-term in nature are considered as level. 3 :and
have.been recorded at their present value'using'a discount rate of 10%. The carrying values of )
other assets, liabilities and deferrals that is short-term in natiire approximate fair value: The
Company’s receivables and payables are all classified.as level 1.
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SWEETHONEY DESSERT, INC.
(A California Cotporation)
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 3,}1, 2017.

SUMMARY OF ‘SIGNIFICANT ACCOUNTING POLICIES - continued
(H Estimates

‘The: preparation of financial statements in conformlty with: generally accepted accountmg
principles in the: United States requires ‘management to make éstimates and-assumptions that
affect the réported amounts. of assets and liabilities and disclosure of assets and liabilities at
the date of the financial statements and the teported amounts of revenues and expenses during
the reporting period. Actual results could differ from those-estimates.

,FRANCHISE ARRANGEMENTS

The . initial fees payable for a Company franchlse consists of an iinitial Proprietary- Information
Licens¢ Fee and 'a Trademark Llcensmg Fee. Fifty-percent (50%). of the Proprietary Information
License Fee is. due upon signing of the Franchise agreement and is non-refundable upon
disclosure of proprietary information to the Franchisée. The second fifty-percent (50%) of the:
Propnetary Information Fee is due upon completion of the Company’s completxon of Franchisee
training: The Proprietary Information License. Fee varies per location and size of store, The

"Company signed four new Franchisee’s in 2017 and .collected . $140 000 in Proprietary

Information License Fees.

A T rademark Lxcensmg Fee of $7,200 per year for each Franchisee. The Fee grants the

Franchisee, a non-exclusive license to use the Trademarks on ot in.dssociation with the Licensed
Products in thelr restricted territory, as well as packaging, promotional and. advertising material.

SUBSEQUENT E‘VENTS

The Organization evaluated subsequent events. through March 29, 2018 the date which the
financial statements were available ‘to ‘be issued. No. subsequent. events were idéntified that

required accrual or disclosure in the financial statements:
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FRANCHISE AGREEMENT
This Franchise Agreement (“this Agreement”) is entered/ into in
California, on , 20 ; between Sweethoney Dessert Inc a Cahfomla '
corporauon whose address is 4-60—14th28976 Hopkins. Street, Suite 86404 &
12 YW "A 94545, referred to in this Agreement by words such as “we”, “us” and
 “our”, and o - . » ‘Whose
address is '

referred to in this Agreement by words such as “you” and “your” and who. are col‘l‘ectfively
referred to in this Agreement as "the parties”.

This Agreement is made with reference to the following facts, representations and.

purposes:

A. ‘We have been l1censed by Gangji Group Incorporated of Guangzhou, China (“our

" licensor”) to 'use. the trademark set forth above,.and certain trade secfets, trade dress, rempes

practlces procedures and other proprietary information and property to open and to: grant to-third
parties the right to open and operate retail restaurants. that use that mark, information and
property. Under our license, we are granting franchises for restaurants bearing the' Sweethoney
Dessert name which are designed, built, decorated and opefated in accordance: with our
requirements:

B. You acknowledge and represent to us that you have made a reasonable

‘ investigation of the region in which you plan to open your Sweethoney Dessert restaurant and
have found no use of the name "Sweethoney Dessert" or any similar trademark, trade name or

comnietcial identification in that area.

C. We desire to .grant to you a franchise to open a Sweethoney Dessert restaurant on
the terms and conditions of this Agreement and. based solely upon the representations and
promlses init.

4 D. - You acknowledge that neither we, our licensor nor anyone purporting fo act for
either, has made any promises ot representations concerning Sweethoney Dessert restaurants, the.
sales volumes which are likely to be éxperienced, the proﬁts likely to be made, the likelihoed of
success of the franchised business or any other matter in connection with the- proposed franchise
or the frarichised business: other than those promises and representations which are set. forth in
this Agreement, any signed amendments or exhibits to this Agreement or in the. Eranchise

Disclosure Document that accompanied it. If any such prormses or representatlons have been
~ made; you are instructed to make Siire that they are set forth in writing in this Agreement or in an

amendment or exhibit tos this Agreement and ‘that any such amendment ot exhibit is signed by

.both of us. In granting you this franchise, we: are relying on you to see that all promises and

Sweethoriey Dessert 1 Franchise-Agreement
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representations on which you are relying are in writing, are signed and are made a part of, or are
attached to, this Agreement. If they are not, you may not be able to rely on those promises or
. representations and we will not be bound by them.

E. You represent and warrant to us that you and everyone who will own an interest in
thls franchise has set forth fully and truthfully all of the information we have requested :on our
application and financial disclosure forms and in ‘all other written and oral communications
between us. You further represent and warrant that. all persons or entities who will have an

ownership interest in this franchise and in any entity that will own any interest in this franchise

have been disclosed to us in writing; have provided all information we have requested of them

. -and, at our request, have signed a guaranty of your performance urider this Agreement. The form
of Continuing Guaranty we.currently usé is attached to this Agreement as Exhibit F.

F. In this Agreement the following terms have the following meanings:

1. “Licensed assets” refers to the things we license to: you under this
Agreement, including the specified trademarks, trade names, service
- marks, logotypes, other commercial symbols, processes, procedures, trade
dress, equipment specifications, trade sectets, recipes, trade practices, -
copyrights, paténts, menus, manuals, forms, forinats, marketing and
promotional material and practices, bulletins, notices, communications,
training material, goodwill and all other items, tangible and intangible,
used presently as well as those which we may: license to you in the futiire.

2. “You’f’ and “your” refer to all of the people who sign this Agreement as well
as.to any entity that has ary interest in this franchise and any persons or
entities that own a material portion of the assets used in the operation of
Yyour restaurant.

3. “Your restaurant” and “your Sweethoney Dessert restaurant” refers to the
business that you operate under this Agreement including to the property
you use in the operation of your restaurant.

4. "This Agreement" and “this franchise” refer to this Agreement, the rights
granted by it and any signed amendments, alterations, additions, exhlblts
and addenda to this Agreement,

5. “The Sweethoney Dessert system” refers to the: standards we specify for the
operation of Sweethoney Dessert restaurants as well as to any other
activities making authorized use. of the Sweethoney Dessert name. '

6. “Our'manuals” means any manual or manuals and other written instructions

"~ and ‘advice whether in hard copy or available to you electronically or
otherwise, that deseribe the manner of operating your Sweethoney Dessert
restaurant, including the forms and formats to be used in your restaurant,

our operating, reporting, marketing and business requirements and the
manner ‘of using, and any restrictions on the use of, our names, marks,

Sweethoney Dessert 2 F ranchise Agreement
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trade dress, proprietary and mtellectual property and. the other of the
- licensed assets.

7. “Affiliate” means -any erntity owning, er owned by, or under common
ownership or control with, a party to this Agreement

8. ‘fLeaég'*’ also means a sublease and any other arrangement by which you
obtain the right to occupy your restaurant location.

9. “Days” means calendar days without allowance for weekends or holi‘daysg‘

G Unless otherwise indicated, whenever a dollar amount is specified in this: Agreement,
that amount is subJ ect to adjustment by any-increase in the Consumer Price Index as described in
Section 21 below. ;

In-consideration for the mutual promises set forth in this Agreement and based on the
above facts, representations and purposes, as well as for other good and.valuable consideration,
the réceipt and sufficiency of which is hereby acknowledged and with the intent to be legally
bound, the parties agree as follows:

1. Inc,orpo‘n,atio,ﬁ of Recitals.

‘ 1.01  The representations; facts, promises, warranties, recitals and statements set forth
above are true and are incorporated into this Agreement by reference.

2. 'Grant'of Franchise..

2.01 Based on your representations and promises. in this Agreement, we hereby grant -
you a franchise to -own and operate the number of Sweethoney Dessert restaurants specified
below in accordance with the provisions and for the length of time set forth in this Agreement.

You agree to use the licensed assets only as allowed by this Agreemient.

2.02 You acknowledge that, other than as set forth in this Agreement, we énd our
licensor have the sole right to use and to permiit others fo use, the licensed assets. You agree that
you do not now have, nor in ‘the future will you have, any rights in or to any of the licensed
assets other than the rights granted to you by this Agreement and any other valid agreements
between us. ”

2.03  Inorder to distinguish us and our licensot-from any entity that you own, you agree
" not to use the name “Sweethoney Dessert” or any name or names. Siniilar to it in the name: of any .
partnership, corporation, limited liability company or other entity that you own or form, whether
to ewn and operate your restaurant or for any othet activity in which you may now have, or in
the future may have, any direct or indirect interest.

2.04 (a) No goodwill associated with Sweethoney Dessert restaurants, the Sweethoney
Dessert system or with any- of the licensed assets will belong to you or to any person who, or
~ entity which, owns or is otherwise involved with this franchise. You agree that all goodwill
' connected in any way with the licensed assets, the licensed names and marks, Sweethoney

Sweethoney Dessert ' 3 ’ Franchise Agreement
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Dessert restaurants and the Sweethoney Dessert system, belongs exclusively to us .and to our
licensor and will so in the future.

(b) Nothing in subsection (a) above is intended fo reduce any payment for
“goodwill” you may: obtain should you sell your Sweethoney Dessert restaurant as allowed by
this.Agréement other than in a sale to us:

2.05 . While you can. use the phjysical assets of your restaurant as security for a loan, you
can not use this Agreement as security for a loan or otherwise encumber any -of your rights under
this Agreement.

2.06  You acknowledge that we have advised you to obtain the advice of competent
legal counsel when reviewing this Agreement, your lease and any other contracts you propose
to-enter so that you will understand fully your rights and obligations under this Agreement and
. 'your othér contracts.

3.  Franchise Fee.

3.01 Initial Franchise Fee

. (a) If this Agreement covers a single Sweethoney Dessert. restaurant 'you agree to
pay us the sum of $35,000.00 in consideration for ‘the: rights granted to youw under this
Agreeiment. If'this Agreement grants-you the right to open mote than one Sweethoney Dessert
restaurant, the initial fee will be $35,;000.00 for your first restaurant and '$26, 500 00 for each
additional testaurant covered by this Agreemerit..

- (b) If you are purchasmg a smgle Sweethoney Dessert franchise, $17,500.00 of

the franchise fée is payable upon the signing- of this Agreement. The balance of the franchise fee
is due upoen our approval of your restaurant location or, your satisfactory -completion of our
training course, whichever happens first.

() If this Agreement grants you the right to purchase more than one Sweethoney
Dessert restaurant, oné-half of the initial franchise fee for your first restaurant and one-half of the
initial franchise fee for each additional restaurant must be paid when this Agreement is signed.
. The balarice of ‘the franchise fee for your first Sweethonéy Dessert restaurant is due upon our
approval of your restaurant location or your satisfactory completion of our training course,
whichever happens first: The balance due for each additional restaurant covered by this
Agreement is payable when we approve the location for each such restaurant. The amounts paid -
to us for the initial franchise fee are not refundable.

(d) Once you are an existing Sweethoney Dessert franchisee, if you desire to -
purchase a franchise for an additional Sweethoney Dessert restaurant, the initial franchise fee for
- each additional such restaurant will be equal to 75% of the single-restaurant franchise fee being
charged at the time you sign. the Franchise Agreement covering the additional restaurant or
restaurants. Since we charge a reduced franchise fee for your restaurants under this provision,
we. can, in our discretion, reduce or eliminate the 1rut1a1 services we provide in connection with
the opemng of those féstaurants. ,

Sweethoney Dessert -4 Franchise Agrecment:
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3.02 Finding a Location for 4 Single-Restaurant Franchise

If you do not have an approved location when this Agreement is signed, the following;
provisions apply:

(a) If this Agreement covers asingle Sweethoney Dessert restaurant, upon signing

_ this Agreement and paying the appropriate franchise fee, you will have the right to locate a

Sweethoney Dessert restaurant in the following area, called your “Designated Area™:

(b) You will have the exclusive right for 90 days to find a location that meets our
approval within your Designated. Area. During the 90-day period we will not grant ancther

person or entity ‘the right to seek a location for a Sweethoney Dessert restaurant in that area nor
_'will 'we take a location in that area for a company-owned Sweethoney Dessert restaurant. See -

Section 5 below- for how to apply for our approval of a site.

(c) If you do not find a location -acceptable to us within your Designated Area
within 90 days from the date of this Agreement, you will have another 90 days within which to.
find a location in that area on a nonexclusive basis. During the nonexclusive 90-day period, we
can allow other Sweethoney Dessert franichisees to look for and take, , and can eurselves seek and
take, one or more locations for Sweethoney Dessert restaurants within that area, Taking sites in

~ your Designated Area by us or by others may limit or eliminate acceptable locations available to

you,

(d) If you do not find an acceptable location in your Designated Area within 180
days from ‘the ‘date of this Agreement, we can. terminaté this Agreement and retain -your initial
payment in consideration for our efforts in connection with -granting you'this: franchise and-
holding your Designated Area for you as.described above.

3.03. Development of Multiple Restaurants

(a) If this Agreement: grants you the right to open more than one Sweethoney

Dessert restaurant, the area in which you can seek to locate y,our' restaurants. (“your Development:

Area”) and the time within which you must epen each restaurant to retain your developmient
rights (your “Restaurant Opemng Schedule”) are set forth on Exhibit B. You must open each

Testaurart by the date specified in your Restaurant Opéning Schedule or you will lose your right

to open any festaurants not then open or under construction. The site selection and. leasing
requirements for each restatirant are: as set forth in Section 5 of this Agreement. An additional

" copy of Exhibit A will be added when the location is approved for each restaurant showing, the

location of thie restaurant and any protected territory granted in connection with that location. -

(b) If you do nét meet your Restaurant Opening Schedule, we can retain all fees
you have paid to us as consideration. for holding your Development Area from the market and
granting you'the development rights described above for the-period they were valid.

(c) The: terms of this Agreement will govern all of the testaurants you open:in

" accordance with your Restaurant Opening Schedule.
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(d) Since we charge a reduced franchise fee for your second and subsequent
restaurants, we ‘can, in our discretion, reduce or eliminate the: initial services we provide in
" connection with the opening of those restaurants.

(e) Except as provided in Section 5.07, as long as you are in compliance with the
requirements of your Restaurant Opening Schedule, we will not authorize other Sweethoney

Dessert franchisees to. seek or take locations in the Development Area and we will not do so

ourselves.
A
(f) If you have the right to open more than one restaurant pursuant this' section,
" you must contmuously own and operate all of the restaurants you open while your Restaurant
- Opening Schedule is in effect. in order for your exclusive rights under this Agreement to remain
ineffect. You cannot sell or otherwise transfer.any of those restaurants while you are developing
new restaurants pursuant to your Restaurant Opening Schedule. |

. 4. Term of this Agreement and Your Option on Expiration.

4.01 (a) This Agreement: is eff'ectlve ‘upon. itS signing. The initial termi. of this
-' Agreement is 10 years beginning on the date your lease term commences. If the term of your
lease expires prior, to the-end of the 10-year term of this Agreement and you do not extend or
renew your lease so that you continue to operate your restaurant at its existing location for the
balance of'the 10 year term of this Agreement, this Agreement will end at the same time as your
lease ends unless you relocate your restaurant and obtaifi 4 new lease term as allowed by this
Agreement. Unless we agree otherwise at the time, the relocation of your restaurant will not
_extend the term of ‘this. Agreemeént.

(5) If you own the building in which your Sweethohey Dessert restaurant is
located, the: 10-year term -of your Franchlse Agreement begins on the date your restaurant opens:
for busmess -

() If you do not give us notice of your desire to continue to be & Sweethoney
Dessert restaurant franchisee and enter into a new Franchise Agreement as describéd in-Section
4.02 below, or we notify you that you are not eligible to continue. this franchise for the reasohs
set forth below, and for any reason this agreement does not expire at the end of its term, the term
- -of this Agreement will continue on a monthi. to month basis at the end of the initial term. In that

" event, this Agreement will be subject to termination by either party upon 30 days prior written.

notice to the otherparty.

(d) Each restaurant you.open pursuant to your Restaurant Opening Schedule ‘will
have the term described in Section 4.01(a), 4.01(b) and/or 4.01(c), as appropifi'ate.

4.02 (a) Not less than 6 months nor more than 12 months prior to the expiration of the
' 1n1t1a1 term of thls Agreement you may apply for a successor Franch1se Agreement for your

fr,anCh..lsee
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(b) If you are in default under this Agreement at the time you give us notice of
your desire for'a new Franchise Agreement or at the time the new term is to begin, we can refuse
to grant you a new franchlse If you have been glven 2 or more notlces of defaults concermng
were: cured as alleyyed by this Agreement, ‘weé ¢an deny your request for a new Franchlse
Agreement. :

- (c) After we receive your notice that you wish to enter into a new Franchise
Agreement, we will send you the new Franchise; Agreement at least. 60 days prior ‘to the
scheduled expiration of the initial term. You must sign the required form of Franchise
Agreement within 30 days of your receipt of that agreement or you will be deemed to have
withdrawn your request to enter into a new Franchise Agreement with us and this Agreement will
terminate at the expiration of the initial term.

(d) The term of your new Franchise Agreement will be 5 years. 'You must have at

E least- that length of time remaining on your lease, or have options to tenew your lease term for
‘that time period, in order to be granted anew franchise term. The new Franchise Agreement will

set forth any right you may have to enter into a:new Franchise Agreement when that agreement:
ends. We:need not offer you more than 2 additional 5-year tetms.

(e) If you enter into a new Franchise Agreement with us, we will not require: you
to pay the initial franchise fee specified in the new Franchise Agreement However, for each
restaurant covered.by the new Franchise. Agreement, you must reimburse us for our expenses and

" the time of our employees in connection with entering into the new Franchise Agreement with

you plus the expenses we incur and time spent in connection WIth your restaurant’s
refurbishment, any additional training we perform and our other activities in connection with the
new term. If you relocate your restaurant in connection with your new term the provisions of
Section 5.11, below, will also.apply.

(f) Even though a new Franchise Agreement may be signed, we need not: prov1de

any of the initial services that may be: descrlbed in that agreement.

(g) As a condition of our signing a new Franchise Agreément with you, you will
have to sign a general release: of all claims against us so that we do not statt the new term with
any unresolyed issues between us. The form of General Release we currently use is attached to
this Agreement as Exhibit E.

(h) As a condition of entering into a new Franchise Agreement with you, we can
require you.to update your equipment, furnishings, décor and signs and otherwise refurbish and

' update your restaurant and in order te: bring it up to the standards of new Sweethoney Dessert

restaurants being opened at the time, or most recently to, when you sign your new Franchise
Agreement. ‘We agree to notify you of those: requirements, and the time within which they must
be accomplished, at the time we provide you with the Franchise Agreement that will be used for

your next term. By signing the new Franchise Agreement,; you agree to comply with our

requirements W1th1n the tlme periods we specify.

7 403 If at the expiration of the term. of this Agreement, atid after our election not. to.
" offer you a.new franchise term as described above, a new Franchise Agreement or the renewal or

¢
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extension of the term of ‘this Agreement is mandated by law, the terms of new Franchise

Agreement or'the terms of the renewal or extension of this Agreement will be those contained in
the Franchise Agreement we are using for new Sweethoney Dessert franchisees at the time the

new term or the relevant renewal or extension period is due to start. If we dre not offering new
' Sweethoney Dessert franchises at that time, the termis ‘will be those in the. Franchise Agreement

that we ‘were using at the-time we stopped offering new Sweethoney Dessert franchises.
5.  Location and Protected Territory.
5.01 (a) We will consult with you regardirig the general criteria for your restaurant

location so that you will know what type of location to look for. However, we have no
responsibility to find a location for you. It is your responsibility to- find a location for your

* restaurant that:is acceptable to us within the required time period.

5.02 Sometimes the protected territories granted in connection with locations approved
for other franchisees, or those we designate for company-owned restaurants, may overlap the
area in which you have the right to look for a site. If such a protected territory has been granted
to another franchisee or reserved for a company-owned location before you find a location we:
approve ‘you will not be able to locate your restaurant within that protected territory even though
it is partially within your Designated. Area or'in your Development Area. ~

5.03 If you are opening a single Sweethoney Dessert restaurant and you do not find an

acceptable location withiti 180 days from the date: of this Agreement, or if you have the right to

open mote than one Sweethoney. Dessert restaurant and you do not comply. with the multiple
restaurant opening requirements listed on Exhibit B, we can terminate this Agreement without

- giving you further time within which to:find a location for your restaurant or restaurants although
- we may extend the time within which you.can find alocation in.our'sole and absolute discretion.

5.04 '(a") When you find a site you find acceptable, you must provide us with the details
of the site, To assist us in deciding whether to approve the location, you must. provide us with
the information on the site that we request, which may include population and demographic data -
concerning the area of the:site, the identity of other food enterprises in the same shopping center,
mall, complex or area, the nature of the residential, commercial and office development in the
area and so forth. In addition, such things as traffic patterns, the:layout of the proposed space,
the visibility and accessibility of the location, the other physical attributés. of the location and

. similar data must be provided to us if reasonably obtainable. If the site is in a shopping center or
- othér multitenant development, you must provide us with a layout of the shopping center or

development with the location of your proposed restaurant indicated. If we:request additional
information for our evaluation of the proposed site, you agree to use. your best efforts to provide
the requested. information promptly. All costs in connection with obtaining the information we
require and supplying it to us.are your responsibility:

(b) If we- approve the proposed location for- yoﬁr’ Sweethoney Dessert restaurant,
we will notify you promptly of that approval. Ifwe do not approve the site, we will notify you of

- our objections and the steps you can take, if any, to make the site aceeptable to us.

5.05 (a) As soon. as possible after we approve your proposed location, but in no event
more than 30 days after we do so, you must obtain a 51gned lease for the site. If no lease is then
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" available, you agree to get a lefter of intent from the. landlord of the space setting forth the basic
terms of the proposed lease and accepting yowas a tenant. If'you obtain a letter of intent rather
than.a lease, you must obtain a finalized and fiilly=executed lease within 60 days after you obtain -
the lIetter of intent. If you do not obtain a lease, or, if appropriate, a letter of intent, for the site
within the required time period, we can terminate this Agreement. We can extend the foregoing
periods in our sole and absoliite discretion if we are satisfied that you are using your best efforts
to obtain a lease: If we agree to extend either or’ both ‘periods, we can terminate this Agreement
. atthe end.of the extension without granting further extensions to‘you,

(b) You mustprovide the terms of your proposed lease to us for .our approval prior
to signing the lease. We must approve the actual lease form and leasing terms in writing before
.you mdy enter inte the lease unless we waive this requlrement in-writing.

(c) At our option, we can provrde you with .our comments on your proposed lease.
We are not respons1b1e for any errors or omissions we may make in our comments on the lease,
_or, if we assist you in negotratmg the tetms of the lease, in our negotiation of'the lease terms, 'We
strongly advise you to obtain the advice of competent legal counsel ‘when reviewing your
proposed lease t6 make: sure that you understand your rights and obligations.

way that the site ¢ or lease terms are adequate for your needs or purposes Our requrrements

reviews, approvals and assistance are for our own puifposes and are not a representation or

warranty guaranteeing you Successiin the approved location or under the terms of the coficerned
lease. :

of its, executron by all tpartles

5,06 Asa condltlon of our approving your proposed lease we can require you and the
lessor of the site to enter into an agreement allowing the assignment of the lease to ‘us in the
event this Agreement expires or is terminated. ‘That agreement may contain other terms
. eoncerning your occupancy and/or our rights upon the expiration or termination of this
Agreemient as well. The agreement that we currently use for thlS purpose is attached as ExHibit
D to this Agreement.

5.07 (a) If you are granted a single restaurant franchise under this Agreement, if we
ﬁnd or are presented with, a site we find aceeptable in your Designated Area before you have
-found. a location for your Sweethoney Dessert restaurant, we ‘will make that location available to
you unléss; for some reason, the site. is limited in such a way-that-we cannot offer the site to you.
_ If we present you with such a location, you will have 5 days from berng notified of the location
within which to accept the location: If you do not. accept the. location in writing within the 5- -day
petiod, we can offer the location to another Sweethoney Dessert franchisee, we can retain the,
location for a company-owned Sweethoney Dessert restaurant and/or we can terminate this
Agreement. If we do not terminate this Agreement for that reason, the: provisions concerning
your obligation to find an. acceptable location for your restaurant and the time period within
which you must do so réemain in effect. If'we award the location to another Sweethoney Dessert
franchisee or retain it for a comparny-owned Sweethoney Dessert restaurant, we can desighate a
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protected territory in eonnection with the location w_high -wil_l. reduce the area 1n which you may
continueto look for a location, assuming this Agreement is allowed to remain in effect.

(b) If you are granted the right to open multiple locations under-this Agreement if
we find, or are presented with, an acceptable site in your Development Area, we will make that
location available to you unless, for somie reason, the site is limited in such a way that we cannot
offer the site to you. If we present you with such a location within 6 months of ‘when you are
required to open your first, or next, restaurant, you will have 5 days from being notified of the
. location within which té dccept the location. If you do ot .accept the location in writing within
the S-day period, we can offer the location to ‘another Sweethoney Dessert franchisee, we can
retain the location for a company-owned Sweethoney-Dessert restaurant. If we award the
. location to: another Sweethoney Dessert franchisee. or retain it for a.company-owned Sweethoney

Dessert restaurant, we: can. designate a protected territory in connection with the location. That .

protected territory will reduce the area within which you may contiriue to look for locations for
your Sweethoney Dessert restaurants and it will not alter your Restaurant Opening Schedule.

5.08 Youf.S'Wéethbney Dessert restaurant must bé open for business within 4 months
from. the date you sign your lease. If it is not, we can terminate this Agreement unless in our
Jjudgment you have used due diligence: in attempting to satisfy the requirements. of this Section''5
. and the delay is beyond your reasonable control in which case we will extend the 4 month period
for a reasonable.périod of time.

5.09 (a).In connection with our consideration and approval of your ‘proposed restaurant
location, we must mutually agree on any; protected territory to be granted to you in connection
with the proposed location and enter that protected tetritory on Exhibit A to this. Agreement Our
agreement on a protected territory within a reasondble time, if any protected territory is to be
granted in connection with your restaurant, is a condition to the continuation of this Agreement.
. If within a reasonable time wé cannot agree on a protected. territory; or agree. that there will be no
protected. territory, we can terminate .this Agreement and retain your initial franchise fee: as
considération for granting you the franchise and approving your location.

(b) Once we have approved your location and lease and have agreed with you on
a:protected territory, you will be authorized to enter into the lease for your restaurant location. If
for any ‘teason you execute your lease prior to Exhibit A being executed. by both of us, your
restaurant will be deemed not to have been granted any protected terntory unless we later agree
. otherwise.

(c) The franchise awarded by this Agreement is only for the:location or locations.

described on Exhibit A to. this Agreement. This Agreement does not permit you to use the

licensed assets at ariy other location or for any purpose excépt as provided in this Agreement.

5.10  (a) Except as prov1ded below, by granting you a protected territory we agree not
to locate a company-owned or franchised restaurant that is substantially similar to your
, Sweethoney Dessert testaurant within that temtory durlng the: agreement term covering that
location,

7 (b) In addition to the circumstances described elsewhere 1n this Agreement,
excluded froi the restriction set forth in subsection 5.10(a) above are any units owried, operated
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- and/or franchlsed by any person or entlty with whom 'or which we :may merge, by whom or

which we are acquired or which we acquire or otherwise become affiliated -after the date of this

‘Agreement, However, we agree that no such entity will own, operate or franchise any facilities

using the principal service marks and trademarks that are licenSed to.you under-this Agreement.

] (¢) Designation of a protected territory does net grant. or imply any marKeting: or
clientele exclusivity within that area except as noted elsewhere in this Agreement.

(d) You do not have the right to dpen any additional Sweethoney Dessert

restaurants in your protected territory or elsewhere unless you have been granted the right to

open more-than one Sweétkioney Dessert restaurant in this Agreement or we otherwise agree.

(e) Unless this. Agreément specifically covers, or we approve a location for'you in, -
a regional mall, airport, transit center, convention center, sports complex, stadium, arena or the
like, ‘such .locations :are excluded from your protected territory, and Sweethoney Dessert
restaurants in those locations are reserved to us or to those we designate. You will not be entitled

* to any compensation or other benefit because of sales made at such locations by us or others

even if those sales affect your business.

5.11 (a) You can relocate your Sweethoriey Dessert restaurant only with our prior
written consent. As a coridition of giving you our consent, you must sign a general release of all
claims against us, our shareholders, directors, officers, employees and agents and sign the
Franchise Agreement we are using for new Sweethoney. Dessert franchises at the time of the
relocation. The form of release we currently use is attached to this Agreement as 'Exhjbi’t E.

(b) You can only relocate your restaurant within the protected terntory originally
granted to you, if any. Your relocated restaurant cannot be within the protected territory granted
to another Sweethoney Dessert franchisee or within an area reserved for or granted in connection'
with a Sweethoney Dessert restaurant that we own, orie that is.owned by our licensor or by one of
our affiliates, even if part of that territory or area is within your protected territory. The site,
lease, design, construction, decoration, equipping, stocking and every other aspect of your -
relocated. Sweethoney Dessert restaurant must be Laccomplished in accordance with the

+ requirements that exist at the time: for new Sweethioney Dessert restaurants. We may specify a

new protected terfitory for you depending on the new. location of your restaurant.

(€) To help defray the: costs we incur in connection with your relocation, and as a
condition of approving your relocation, you must sign our then-current Franchise Agreement and.
pay us a relocation fée in an amourit equal to 30% of the franchise fee we are charging at the
time for new Sweethoney Dessert franchises. The new Franchise Agreement, must be 31gned and
the relocation fee is payable at the time we approve your new site. If'we are not offering new

- Sweethoney Dessert franchises at the time of your relocation, we will ptovide you with the

Franchise Agreement we propose to use. in connection with your relocation when we give you
our consent to the relocation. The relocation fee in that case will be equal to 30% of the
franichise fee, we were charging for new Sweethoney Dessert franchises at the time we stopped
granting new franchises and adjust that ameunt by any increase in the Consumer Price Index as
described in Section 21 below.
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(d) If we grant our consent to your relocatlon but think your -current location is
viable, you agree that we have the right to require you to assign your lease to us of our nominee,
or sublease the location to: us or our norinee;, as a condition of our approval of your relocation.
‘We will have the right to enter into a neéw lease for the space you are vacating or one in the sameé

- shopping centef or commercial area orto have: another Sweethoney Dessert franchisee do so and

open a company-owned of franchised Sweethoney Dessert testaurant in that location. You agree
that none of these activities will be a violation of your protected territory rights,

5.12 (a) Nothing in this Agreement, including granting jou a protected. territory;
prevents us, our licensor, our affiliates or otheérs whom we: or they authorize from marketing

goods beanng the Sw.eethoney Dessert name or marks or names or marks similar of related to the
name Sweethoney Dessert, or any other products or services, to independent retail outlets, at
« wholesale and/or by means of catalogs, mail order; electronic means, including over the Internet,

whether those sales are made to customers within your protected territory of elsewhere. Such
goods may be the same as, or ‘may be different from, goods you carry in your Sweethoney
Dessert restaurant. You.will not be entitled to any compensation or other benefit becatise of sales:
made as a result of those activities even if those sales affect your business.

(b) Nothing in this Agreement, including granting you a protected territory,
prevents us, our licensor; our affiliates and/or others whom we or they authorize, from

. .conducting businesses and/or provxdmg goods or services that are not materially similar to those

provided by the standard Sweethoney Dessert testaurant, whether under the Sweethoney Dessert

_ names or marks or under other names or matks, whether within your protected territory or .

elsewhere. You will not be entitled to any compensation or other benefit as a result of such sales
even if'those activities affect your sales.

(c) You are not allowed to sell Sweethoney Dessert products to other'retail outlets,
at wholesale or by means of catalogs, mail order or electronic: or other alternative means,

: 1nc1ud1ng over the Intefnet, whether those sales are made to customers within your protected

territory or elsewhere. However, .you may accept orders made online for items to be picked up at
your restaurant location..

5.13" Unless we consent in writing to the confrary, you can use your Sweethoney

Dessert restaurant only for providing the services and selling the merchandise we approve and,

then, only in the manner we specify. You are authorized to provide Sweethoney Dessert items
only to retail customers and only from your restaurant except as otherwise provided in thls

\ Agreement

5.14  Without our written consent; no- business, other than the business franchised by
this Agreement, can be located in your Sweethoney Dessert restaurant premises. Only with our
consent ‘can ‘you. operate your Sweethoney Dessert restaurant inside the business premises of
someone else.

5.15 Except as provided elsewhere in this Agreement our other franchisees, our

. licensor, our affiliates and we are not prohibited from servmg customers; who come from within
'your protected tefritory nor are you prohibited from serving customers who come. from outside
‘'your protected territory. You are not entitled to any compensation, allowance, payment or other

consideration on account of any sales made by otheis to those ‘who 11ve or work within your
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" protected territory. Similarly, you need not pay anything to anyone for serving customers ‘who
live or work w1th1n the protected territories. of ,othe‘rs.

516" (a) If you have the opportunity to provide Sweethoney Dessert 1tems at spe01al
events in your protected territory, such as fairs, exhibitions, pérformances, charity events,
conventions and the like, you agree to notify us of the opportunity immediately. "You must also
advise us whether you want to participate in the event. If you want to participate in the event,
you agree to follow our requirements in that regard. If you do not want to part101pate in the
" event, we, or any person or entity we may designate, can do so even though the event is in your
protected territory.

(b) If'you want fo participate in the event, we will advise you of‘any criteria we
deem reasonably necessary for the protection of the image of Sweethoney Dessert restaurants,
such as the appearance of any displays, booths, tables and the like, you may use at the event. We
can condition our approval of your participation in a'special event on your compliance with these
criteria,

(c) If we notify you of a special event in your protected territory and any -
requirements we may prescribe concerning your participation in the event, you will have 5 days
after your receipt of this information within which to notify us of your desire to participate in the
event. If you elect to: participate in the event, you agree to do so in accordance with our
requlrements If you elect not to participate in the event or do nof notify us of your election to
participate in the event within the 5-day penod we, or any person or entity we designate, can

participate in the event even though the:event is in your protected territory.

(d) If you do:niot participate in a special event and we, an affiliate or a person or
entity we designate, does so, you will not be entitled to any compensation because of that
participation, or otherwise.

() If a special event in your protected territory is only available to us or another
Sweethoney Dessert franchisee, we, or théy, may participate in that event and we will not be
required to offer to allow you to participate in that event even if it is.in your protected temtory
* Similarly, if a special event is only available to you, you will be offered the right to participate in
the event even though it is within our; or another Sweethoney Dessert franchisee’s, tetritory. If
we or. another Sweethoney Dessert franchisee participates in a special event in your protected
territory, 'you will not be entitled to any compensation or other benefit as a result of that
participation even if those sales affect your business. Similarly, you will not be required to
compensate us or the. other Sweethoney Dessert franchisee if you participate in a special event in
our, or their, protected territory.

(f) It is in our solé and absolute discretion whether to allow you or anyone €lse to
participate in a special event orto require you not to so participate.

6.  Design, Construction, Maintenance and Repair:

6.01 (a) You must provide us with a copy the floor plan of your location with accuraté
dimensions, We will, at our expense and within a reasonable time, provide you with a layout for
your Sweethoney Dessert restaurant based on that floor plan. We will also provide you with our
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specifications for the furniture, equipment, fixtures and finishes for your restaurant. It will then
be your responsibility to obtain, at your expense, the architectural and engineering drawings and
specifications required to. accomplish the permitting and construction of your restairant based on -
the layout we have provided and our fixturing and finishing specifications. You must make suré

~ -, that the layout and construction drawings comply with all local laws and réquirements; You

agree not to change the:layout without our prior consent.

(b) Once: completed your plans and specifications must be provided to us in such
detail and must contain the items, as we from tifme to time require. You must submit your final
plans and specifications'to us and obtain our approval before they can be used in the construction
of your Sweethoney Dessert restaurant. We agree to review and approve, or let you know why
we disapprove, your plans and specifications within a reasonable time dfter we receive them.

(c) If the plans and speciﬁcat‘ions ‘we have approved are changed in any material
manner’ before or during the construction of your restaurant, we must approve those changes
before the changes are implemented.

(d) If this Agreement is terminated for any reason following the submission to us
of any plans and/or specifications for your proposed Sweethoney Dessert restaurant, all of those
plans and/or specifications. become our property with no payment, compensation .or other .
. consideration of any kind being payable. :

6.02 We will be available to consult with you online and on the telephone regarding
your de31gn and construction obligations. However, it is: your responsibility to see that your
restaurant. is built, equipped, decorated, stocked and opened without delay and in strict
accordance with the plans and specifications we have approved.

6.03 (a) We will provide you with a list of the equipment, décor, furniture, fixtures,

. . point of sale system and software and similar items néeded for your restaurant. You agree to

purchase. all required items as well as all necessary signs, trade fixtures, equipment, interior
decoratien items and inventory as may be needed for the preparation of your restaurant, all other
items we specify and those requlred by-the final plans and specifications we have approved. You
agree not to purc.hase 'Or use in connection with your restaurant any items that have not been
approved by us unless we othérwise specify in wr,ijcing,‘

(b) The furniture, fixtures, equipment and supplies for your restaurant must be
, purchased from suppliers we have specified or ‘otherwise approved. We agree to advise any
reputable: supplier of our requirements: for these items except for any items we deem proprietary.
You must purchase proprietary items from us, our hcensor or from suppliers we designate or
otherwise approve.

6.04 You agree that our approval of your plans, specifications and any other action or
inaction by us, is done solely for our own purposes and not to proteet you. Therefore, you agree
that we:do net warrant, or guaranty in any way that those plans and specifications are suitable,

_ 'adequate or guaranty you success in your restaurant. '
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6.05 The ‘construction of your restaurant must be performed by a general contractor
licensed in the jurisdiction in which. your restaurant is located unless. we specifically otherwise
agree in writing. : :

6.06 Youagree to acquire and maintain high speed Internet access throughout the term
of this Agreement.and any extensions or renewals of this Agreement.

6.07 (d) You agree to keep us fully informed of the, progress of the construction of your -
+ Sweethoney Dessert restaurant.

" (b) We have the right to inspect your site and construction activity at all
reasonable times. You agree to cooperate, and to cause your contractors. to cooperate, with our
agents in the performaiice of such inspections. You agree that all inspections are for our éwn
. purposes and are not designed ‘to. protect you, to guaranty that the construction is adequate or is
in accordance with the approved plans and specifications.

(c) Unless we waive the right, you agree not open for: business until we. conduct a
ﬁnal inspection of your restaurant.and approve the opening of your restaurant. You agree that we
have the right to prevent the opening of your restaurant. until we are satisfied that your restaurant
has been constructed in accordance ‘with the plans and specifications that we have approved and
you have met our other requirements concerning'the construction, equipment, decor, decorations,
furnishings, fixturing, signs, stocking, staffing and any other requirements for your restaurant.

608 You agree that we assume no responsibility for the work of independent
. contractors whether they are employed by us or. by you.

6.09 We must approve all signs and menu boards you use in connection with your
* Sweethoney Dessert restaurant and the supphers from whom you propoese to acquire them. You
must follow the criteria set forth.in otir manuals for the design and constiuction of'your'signs.

6.10  You agree that we are not responsible; for delays or Iosses occutring, during the
design, construction,, equlpplng, decorating, stocking, furnishing, fixturing or other preparation
i of your restaurant for opemng, whether caused by the condition of the premises, the design,
engineering, construction, equipping, decorating or stocking of your restaurant or for any other
reason.

6.11 'You agree that you will pay promptly all of the demgners engmeers contractors,
suppllers and others employed in the design, construction, fixturing, decorating, improving, and
Supplymg of your restaurant except to the extent that there is a bona fide dispute: between. you

.and any such provider in which case you agree: to: use your best efforts to resolve. the dispute
. promptly and in an equitable manner:

6.12. Once your Sweethoney Dessert restaurant is open for business, no s1gn1ﬁcant
alteration of the interior or exterior of your restaurant may be made without our prior written.
consent.

6.13 You are responsible: for the maintenance and repair of your restaurant. You agree
to keep and maint'ain*your restaurant, including the interior; exterior, immediately surrounding
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areas, signs, trade fixtures, equlpment decor, furnishings and all ottier tang1ble property used in
connection with your restaurant, ini. a high condition of cleanliness, repair :and appearance and to
replace promptly anythmg that is not capable of being maintained i in that cond1t10n

6.14 eru agree that all matetial replacement, remodelmg5 refurbl'slnng, alteration,
- modification and/or redecoration of your testaurant and any significant part of it or thing in or on
it will be made only with our prior consent.

. 6.15 In addition to your maintenance requiremerts, you agree to further repair,
reﬁmsh repalnt replace and otherwise redo your restaurant, its furnishings, fixtures, decor;
equipmient, signs and any other. tangible part of your restaurant at your expense: at such times as
" we reasonably direct. Other than for your ongoing maintenance requirements, we agree that we
will not require any such activity during the first 5 years of the term of this Agreement. ‘We
. agree that.during the term of this Agreement the total cost of any added replacement temodeling,
refurbishing, alteration, modification and/or redecoration we require, in addition to your
mainténancé requirements, will not exceed $25,000.00, as adjusted by -any increase in. the
Consumer Price Index as described in Section 21 below, withotit your consent.

6.16 We reserve the right to modify our restaurant concept, format, design, signage,
name, commercial, symbols, decor, products; services and all other aspects of Sweethoney
Dessert restaurants and/or our business. or system at any ‘time in our reasonable business
- judgment in order to-meet competition and. to-attempt to énhance the business of Sweethoney
Dessert restaurants. In-the évent that we do so, you agree: to adhere to siich changes in the
manner and ‘within the time periods we reasonably specify. All such alterations. and
modifications will be at your s sole cost and expense, subject to the limitation described in Section
6.15 above..

7.  Training and Preopeniiig Assistance.

7.01  (a) We agree to train up to 3 péople before your restaurant opens. If you, ora
managing owner of any entity that owns the restaurant, hias.niot yet been trained, you, or such

owner, must be one of the trainees. You should also send any managers you employ for the

operation of the restaurant to our training course. You.and the employees you designate must
attend ouf training course at the same time. The training coutse will last approx1mately 2 weeks
and will take place; at the tie and location we. specify. :

(b) You, or the supervising owner of any entity that owns the restaurant, must
. complete our training course to our reasonable satisfaction prier to the opening of the restaurant.
If a partnership, limited liability company; corporation or othef entity owns this franchise and the
partner, member, shareholder or owner, as appropriate, who is to supervise the operatlon of the
restaurant does not complete. our training course as required by this Agteement, that person
cannot operate, or supervise the operation of the restaurant.

(c) If the partner, shareholder ‘member or owner sent to training on ‘behalf of any
‘partnership, corporation, limited liability company or other entity; fails to complete our training

. course as requ1red by this Agreement, you must send :another owner to our training program at a
tite acceptable to us.
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(d) After successfully completmg our training to eur satisfaction, an owner must

_ be:the supervisor-of the restaurant

" (¢) If any employee you bring to training does not complete our training course in

a manner we find satisfactory, you agree not to employ that person in a managerial position in
the: restaurant

7.02 Your Sweethoney Dessert restaurant must always be under the overall supervision
of a person who has been adequately trained by a person who has successfully. completed our -

_ training course.

7.03 If this Agreement allows you to open more than one Sweethoney Dessert
restaurant, following the opening of your initial restaurant we will train one restaurant manager
for each Sweethoney Dessert restaurant you open. If for any'reason we agree that.no one need be
sent to our training course following the opening of your first Sweethoney Dessert restautant, no.
refund of any portion of the franchise;'f‘eev, or any other fees, will be made.

7.04  You:agree to bear all-of your own travel, living and- other costs, expenses ‘benefits

" and salaries ‘and those of the: people you send to. our training course.

7.05 (a) We can requ'irethe overall supervisor of yoiir restaurant, and such managerial

employees that we may specify, to undertake and. successfully comiplete additional training at the
‘times and in the manner we periodically specify:

7 (b) If you are required to send an additional person to attend our training course or
if you want us to train any additional people at any time and shotild we agree to do so, we can

" charge an additional training fee for this service. On the date of this Agreement, that fee is

$250.00 per-day per tramee but we: can change the fee at any time.,

(¢) The' training of your employees, othef than. the employees who attend our
training course, is your-responsibility: '

7.06 You agree that your Sweethoney Dessert restaurant will not. be opened for
business until ‘we, in our reasonable judgment, certify that a sufficient number of your employees

" have been adequately trained to operate your restaurant,

7.07 (a) You must notify us of the planned opening date of your restaurant at least 30
days. prior to the opening. We will provide you with the services of one or more members of our

- staff at your restaurant approximately 3 days before you open to-advise and assist you during the

period immediately before and immediately after the opening of your restaurant. When our
representative or representatives arrive at your restaurant and the length of time he, she or they

~ will stay is strictly- within our discretion.

(b) If your restaurant is not ready wheén our representative or representatives -
arrive and for that reason he, she or'they cannot perform the pre-opening functions for which he,.
she -or they were sent, you agree to. pay the added lodging and subsistence costs of our
representative or representatives as well 4s paying us a fee for each day that our representative or
representatives are prevented from completing the functions for which he, she: or they were sent.
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‘That fee is currently $300.00 per day but is subject to change. A deposit against this fee must be
‘paid whien we fequest it or we can recall our representative or representatives and charge you for
the costs of sending him, her or them back to yout restaurant when it is ready for opening; )

(©) If your restaurant is not ready when our repiesentative or representatxves
arrive, as an alternative to keepmg our representative or representatives at your restaurant, we
. can recall our representative or representatives until we are satisfied that your restaurant is ready
to open. If we do that, you agree to pay the costs of sending our representative or representatives
back to your restaurant in addition to paying us the fée described in subsection (b) for each day
our representative or representatives spend traveling to and from your restaurant.

our representatlves in all matters related to settmg up your restaurant tralmng your personnel
and all of your other obligations under this Agreement, before, during and after the opening of
_ your restaurant.

7.08  (a) We can offer system-wide refresher courses, seminars, conventions, meetings
and similar programs for our franchisees. If we do, you agree to attend the events we specify, up
to a maximum of 2 such programs in any 12 month period.

(b) In addition to the: foregomg, if we: sponsor reglonal trammg seminars or other

meetings of any nature for our franchisees and/or their employees in the region in which your

restautant is located, you agree to attend all of those events and to send to those sessions the.

" person or persons we designate but. not more often than 2 such events during any 6-month
perioed.

() All of your expenses in connection with attending such meetings, sessions;
events and programs and the salaries, benefits and expenses of your employees, are your
responsibility. '

‘ (d) We reserve the right to charge reasonable fees for attendance at the above-
- described meetings, conventions, seminars, courses, sessions, events and programs and you.agree
to pay those.amounts at the:times and in the manner we: speclfy

8. Rest_ault;ant Operations and Continuing AsSnstan’c,e.

8.01 (a) Our manuals and the systems, procedures, forms and various other materials ‘we
provide to you continue. to belong to us since they contain proprietary information concerning
Sweethoney Dessert restaurants. You acknowlédge that improper use or disclosure of our
* proprietary information will cause us irreparable i injury and that we can;seek and obtain a temporary
restraining order:and a prehmmary and permanent injunction against any improper use or.disclosure
of our proprietary material in addition to seeking damages and other relief on account of those
actions.

establishing, and operatmg your Sweethoney Dessert restaurant. If you make n‘nproper dlsclosure or
use-of our proprietary information, we can términate this Agreement without.giving you notice or an
" opportunity to cure the default:
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(c) After the termination or expiration of this Agreement, you agree not to use or
disclose our confidential information for any purpose whatsoever except as we may authotize or
direct in Writing.

(d) You agree to use your best efforts to prevent the unauthorized disclosure of our
trade secret material and.confidential information by your employees, agents and others over whom
you have control. In this regard, you agree to follow the security procedures and empon the
security practices that we spec1fy periodically including having your employees sign our
confidentiality and nondisclosure agreement.

(€) You.agree to return:all copies of our manuals and all other materials you obtainied
from or through us 'u’pdn the expiration or termination of this Agreemert or at any other times as we
request. You agree:not to pint, copy, forward or otherwise duplicate-our manuals or'material except
as we direct or approve.

8.02 (a) You agree to operate your Sweethoney Dessert restaurant in the highest quality
. manner, in accordance with all applicable laws and regulations and as preseribed by our manuals
and other directives.

, (b) You agree to follow all systems, procedures, practices, techniques, processes,
standards, reqmrements sources, formats and the like that we periodically specify for the operation
of your restaurant in-our inanuals and other communications. We have the right to make changes in
our manuals and other:materials and to specify other systems, procedures, forms and requirements
at any time. You agree to follow these changes at the times and in the manner we require. If there
_ are costs involved in this compliance, you must bear those costs. We agree that these changes will

not unreasonably increase your obligations, including your:economic obligations, during the term of
this.Agreement without you:-prior consent.

(c) You agree to adhere strictly to our recipes ‘and ingredient requirements: and to
serve only items in your Sweethoney Dessert restaurant that we have specified or approved. -You.
agree that no items or services, other than those we approve, ‘will be used, sold, dlsplayed
exhibited, :shown or otherwise: provided or employed in your restaurant.

(d) You agree to provide us promptly with all ‘reports we require in. our manuals
and otherwise reasonably request.

(e) No vending machines, newspaper or magazine racks, cigarette machines, games,
rides, amusement devices, juke boxes, pay telephones or similar devices, whether or not they are
coin operated, nor any music, music system or other entertainment systems or activities, whether
live or recorded, can be used in your restaurant without our prior consent. We can specity the type
of music to be played in your restaurant and the volume at which it is presented. If payment to a
' third person or entity is required for- permission to play any music or other audio or video media or
content in your restaurant; you agree to pay those fées, or a pro rata portion of those fees if more.
than one Sweethoney Dessert testaurant employs the same music or media. '

8.03 You agree to hire and satisfactorily train a sufficient number of employees to
‘handle :adequately the volume of business of your restaurant and to provide courteous and
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capable assistance to your customers. You agree to use your best efforts to insure: that your
personnel maintain the standards of appearance, cleanliniess and demeanor that. we specify in our

manuals or otherwise, but in any event standards that will enhance the conduct and- i 1mage of’

-your restaurant.

8.04 (a) In ordeér to maintain and enhance the high standards and. public ifmage of
Sweethoney Dessert restaurants, you agree to carry all of the menu items we specify ‘and not
carry items that we have not approved.

(b) You agiee to adhere strictly to our requirements and instructions as to ‘the
sources of supply, ingredients, methed of preparation, processing, handling, wrapping,
presentation ‘and serving of all items provided from your Sweethoney Desserf restaurant. You
agree that. we can change the menu items sérved by Sweethoney Dessért restaurants and the
, ingredients and the method of preparation, presentation and serving of our menu items in our
sole'and absolute discrefion: You agree to comply promptly with our: dlrectlves in this regard.

(c) You agree to disclose to us promptly the sources, manufacturers, suppliers and.

other providers you use for all of your purchaSeS and the items you acquire from them, upon our
request. You agree that we can require your suppliers to report your purchases to us as a
condition of our approving them. :

: (d) You agree that you will use only the type, format, style; decoration and similar
features of all containers, packaging, serving pieces and other tanglble items, such as plates,
cups,- service ware, containers, napkins; tableware, flatare, bags, serving pieces and the like,
that we have approved or otherwise specify.. You also agree to use only the menu formats, signs,
umforms and other such items that we spemfy or otherw15e approve You agree not te use any

8.05 You agree to use your best efforts to produce the maximum volume of sales from
. your Sweethoney Dessert restautant but only in a manner that is. consistent with the terms of this
Agreement arid with our manuals and directives.

8.06. You agree to operate. your restaurant continuously .on such days and during such

minimum hours as are required by the shopping center or other development within which your

restaurant is located, or, if there are no such requirements, on such days and durlng such
minimum hours as are customary for similar businesses iin ‘the community within which your

restaurant is located. If'there are no such shopping ceniter requirements or community standards

_ which pertain to your restaurant, we reserve the right to specify the hours of operation to be
observed by your restaurant.

8.07 (a) We, our licensor or other persons and/or entities we or our licensor approve
may from time to time develop private- -labeled merchandise which may be: available for use in,
or for sale by, Sweethoney Dessert restaurants. You can use and.or prov1de such items only with
our prior writtén consent. You agree to purchase, carry, sell and use in your restaurant.at least a
reasonable quantity of these items'if they are made available to you. You also agree that at our
. direction you will purchase a reasonable quantlty of goods covered by any national accounts or
purchasing contracts we arrange and participate in any purchasing cooperatives we estabhsh or
endorse.
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(b) If ‘we establish a central kitchen capable of servicing ‘your restaurant, you

agree to purchase the items we specify from that kitchen. We agree that the prices charged for
* those products will be reasonable.

8.08 (@) If we specify certain prlces or minimum or maximum' prices ‘that are to be

charged to- your customers, you agree to adhere to our requlrements in that regard at such times

and on such condltlons as'we may specify.

(b) You agrec‘ to accept Visa and MasterCard including paymerits charged to those
credit cards by eléctroriic means. You agree.not to require. a minimum purchase for customers to
charge their purchases to their credit cards. "We can change the credit cards you are required to
accept, in addition to requiring 'you to accept other methods of payment provided that the terms

are.commercially reasonable.

8.09 We will use commercially reasonable efforts to have a representative available
online or by telephene: during our normal weekday business hours to consult with you on the
operation of your restaurant.

"+ 8.10 (a) We will use commercially reasonable efforts fo send a representative to visit your
Sweethoney Dessert restaurant periodically during the term .of this Agreement. If we give you
notice. of our visit in advance and so request, you agree to be present during our representative’s
visit. You agree to cooperate fully with our representative during his or her visit. You also agree to
use your best efforts to have any other people attend that we request to be present during the visit.
We agree: that our visits will be during your normal businiess. hours and will take place at your
restaurant unless both of‘us agree otherwise.

(b) You agree to make available to our representative during their visits, and at such
other times ‘as we may >:re’a50nably Tequest, any information, reports, accounts, books, records,
orders, statements and any other information that we request as well as providing our
representatives access {0 'your computer system and the records ‘and reports it contains or is capable
of producing.

(¢) You agree that our representatlves and those of our licensor, will have access to
and can inspect your entire restaurant premises, including your stock areas, drawers, locked areas,

' back rooms and all other areas of your restaurant at the times and in the: mannet-they require.

(d)y You agree that our representatives will have the right to photograph your

réstaurant, make video and audio recordings, speak to your customers. and employees, copy your
records, take inventory and conduct such other activities as our representative may see fit. ‘We agree

that .our represéntatives will use reasonable efforts not to disrupt your operation during their visits.

8.11  We have the right to send.representatives to your restaurant without giving you prior

' notice. We also have the right to. have "secret shoppers" come into your restaurant to inspéct ‘your

restaiirant and its operations witheut giving you notice.

8.12  If'you requesta special visit to your restaurant by one of our reptesentatives and we.
agree to- honor that request, we. can condition our visit on your paying us a fee and reimbursing us
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for our expefises in Connection with the visit, 'We can require that you prepay the estimated fee and

expense reimbursement before we. agree to the visit. The fee that 'we can charge you for such a
spec1al visit will ‘not exceed $350.00 per day, plus expenses. This fee is.subject to adjustment by
any iricrease-in the Consumer Price Index as described in Section 21 of this Agreement.

8.13 If we notify you at any time:of defects, deficiencies or unsatisfactory conditions in

,"’th‘e appearance, operation, conduct, activities or other matters telated to your restaurant, you
agree to:correct such item or items without delay in the manner we require.

8. 14 (a) You agree to obtain and maintain at your expense all licenses and ‘permits.
necessary for the operation of your restaurant.

(b) You agree to operate your restaurant in compliance with all laws, statutes,
ordinances, rules, regulations, orders and the like, including those which are related to health,
safety, employment conditions and practices, the environment and the handling and/or storage of

' toxic materials, whether those laws, statutes, ordinances, rules, regulations; orders ‘and the like,

now exist or are enacted and/or issiied at a later time. You agree to.be responsible: for the results
of your compliance, and -any noncomphance both during the: term of this Agreement, any
extensions or renewals. of this. Agreement and thereaftet. :

(e) You agree. to comply __wi’rh the orders, regulations, tules ‘and directives -of
government officials in the conduct of their official duties as they pertain to: the operation of your
restaurant. You agree to notify us immediately: of atiy significant orders or directives. you receive

" from such. officials, the réasons for them and the corrective action you have taken or plan to take.

You *ag,ree to correct any situation that gives rise to any of those orders or directives: within the time:
required by the appropriate law, regulation, rule, order or directive. If you receive health, safety,
cleanliness or sifilat reports and/or grades from a government inspector, you agtee to provide us -

" with.a copy of‘each such report and/or. grade immediately after'you receive them.

(d) You agree to notify us promptly of any lawsuits, arbitration proceedings and
other actions in which you become involved that pertain in any ‘way to your Sweethoney Dessert

' restaurant or that could affect your-financial condition in aﬁy-mat’erial‘ manner.. -

8.15 (a) You agree to purchase any computerized point of sale recordation and reportrng‘
system that we require, including the hardware and software we: specify or otherwise approve. You
agree t0 upgrade your hardware and software at such times as we reasonably determine. You also
agree to carry such maintenance contracts on your hardware and softwaré as. are reasonably
necessary to their continued operation. If we so require, you agree to purchase the system,

hardware, soﬁvsiare,:upgrades and contracts from the sources we specify or otherwise approve.

) (b) You agree to record all of your sales, receipts and expenses, merchandise orders,
inveices, customer lists and other business information promptly in your-computer systein using the
software that we specify orapprove:

(c) We can periodieally require that you use a different sales recordation, computer
or other reporting system and software. If we do so, we will give you a reasonable time'to amortize
the cost of the system and software you are using before we require you to replace that system or

" software.
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(d) You agree that, if we so require, you will insure we haye remote access to your
computer system, the information in it:and the reports it produces. You agree to install the hatdware

* and software we: may specify to allow this access and to maintain the system so that.our access will

be uninterrupted.. You agree not to interfere w1th our remote or en-site access: to. your computer
system and the records and reports it produces.

(e) Customer lists generated dunng your opera‘uon of your Sweethoney Dessert
restaurant are our property and will remain.so after this. Agreement enids.

8.16 You agree that you are solely responsible for all taxes, liens, assessments, costs,

* expenses, debts, salaries, accounts, liabilities, charges, duties, imposts, fees damages and all

other liabilities, outlays and other obligations involving the payment of money or performance of
any other. nature, incurred in or résulting in any way from, the development, construction,
opening and operation of your restaurant.

8.17 (a) If this franchiseis owned by a partnership, corporation, limitedglfiiabil_i.fty» company
or other entity, you agree to designate a shareholder; partner, member or other owner to be the
principal agent of the entity. ‘This is the person who will deal with us in connection with your

* franchise, your restaurant and cornphance ‘with this Agreement. This petson is referred to in this

Agreement as "your managing agent". You warrant that your managing agent will have the

authority to speak for .and bind any entlty owning this franchise in all matters pertaining to this
_ Agreement and your restaurant. You further warrant that we can rely on that authority until we are

notified in writing of any change'in your managing agert.

(b) Your managing agent, and any person by whom your-managing agent is replaced,
must attend our trammg course: at the tlme for the duratlon and at'the: locatlon we. spec1fy and must.

(¢) Your managing agent cannot be a person ‘who was the principal operator of a
Sweethoney Dessert restaurant that had its Franchise Agreement terminated because of-a default or
any'other‘person te whom we have. reasonable cause to.object,

@ It for any reason your managing: agent cannot continue to serve, you must
appoint a new managing agent promptly. The new managing agent will be subject to-the provisions.

+ of this section and to all of the other terms of this Agreement in the same manner as your prior
fmanaglng agent.

8.18 You agree to participate in our gift certificate; gift, card, discount and similar
programs at the times and in the manner we specify. You agree that we can administer any such
program or designate a third party provider to do so. If we are involved in whole or in part in the -

administration of the program, you agree that we can charge a reasonable fee for our efforts.

8.19 We have the nght to establish one or:more franchisee advisery councils to consult,
with us on matters of mutual interest: If we establish such a council, we have the nght to
determine its rules. You agree to follow those rules :and, if we so request, participate in the.
activities of‘that council in the manner and to the extént we require.

Sweethoney-Dessert 23 . ' Franchisé Agreement
6804.000/1266770.1 ' 033018



9. Royalty and Marketing Fees.

9.01 (a) As used in this Agreement "gross receipts” means the amount received from
all sales of food, beverages; services and other items: in and from your Sweéthoney Dessert

testaurant ‘whether for cash, on credit or for other consideration, without offset, including

revenues derived from catering where the services, food and/or- beverages are supplied by ‘or
through your restaurant or otherwise under the Sweethoney Dessert name. Credit transactions

- are considered made when the transaction giving rise to the extension of credit occurs and not

when, of if; you receive payment or when title to the goods passes: Credit. card -and other credit
transactions. result in "gross receipts" in the full amount of customets' purchases without any

allowance for bad debts, uncollectible accounts or credit card fees and charges.

(b) In computing gross receipts there shall be excluded any gratuitiés or service
chaiges added to a customer's bill or statement in place of gratuities that are payable to
employees of your restaurant as well as sales taxes; excise taxes, gross receipt taxes, value added

_ taxes or similar charges added to a customer’s bill.

9.02 () In exchange for awardmg you a Sweethoney Dessert franchise;. for the assistance
we glve you in connection with the opening of your Sweethoney Dessert restaurant and for the

continuing right fo use the licensed assets, you. agree to pay ‘us-a royalty payment equal to 6% of”
your. gross receipts. You agree to pay us this amount, as well, as the amounts payable to the
Marketing Fund described below and. any other amounts otherwise due to us, by Electronic Funds
Transfer ot its equivalent. Your royalty, and any payments due to. the Marketing Fund, as described
. below, are due on the dates you are:required to file your quarterly state sales; tax reports You agree
to send us copies of your sales tax reports at the time they are filed. The amounts due to us shiould

be based on your gross receipts. for the period then ending even if your state. does not have a sales
tax applicable to. all or'part of those receipts. If your state does. not have: a sales tax, or is ene that
does not require you to file quartely reports, we can specify the report or'reports you must file with
us along with your payments and the time those payments are to be made tous. -

(b) We retain the right to change the required method of payment at any time and

_you agree o comply with out directions in this regard. If 'we so require, you agree to sign and

submit to your bank the forms required by your bank allowing us to specify the debit to. your
account and where the fransfer is to be sent. You agree to keep a sufficient balance in the concérned
account to_cover these payments and not to withdraw or alter your directions to your bank
concerning this account.and the required fransfers without our prior written consent.

(c) If any properly nutlated debit is denied or charged back due to insufficient

funds or the closing of the-account from which transférs are to be: made, you agree to. pay us a.
~$25.00 charge-back fee and reimburse us for all bank and transaction charges we incur as the
result of the charge-back. 1f you do not report your gross réceipts to us for any reporting period,

we can debit your bank account in an amount eq’ual to 150% of the amount payable to us for the
last period for which you reported. Nothing in this paragraph is to be construed to waive,

‘postpone or. suspend your obligation to submit t0 us any payments, reports, records or other

materials or to waive any default occurring as a result of your failure to report or pay any
amounts required by this Agreemént. The charge-back fee is subject to adJustment by any
increase in the Consumer Price Index as described in Section 21 below.
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(d) We can change the time your royalty and Marketing Fund payments are to be
made and the repoits you are required to provide: in place of, or in addition to, the sales tax
reports descrlbed above. You must certify to us that these repoits are complete; true and correct

" 10 matter how, or by whom, they are prepared and/or filed.

() Our acceptance of any repotts, statements: or payments shall not be corsidered
our:agreement to the accuracy of the reports, statements or payments

9.03 (a) As of the date of this Agreement we do not have a local, regional or national.
cooperative marketing program. If we: initiate: such a program or programs, in addition to your
royalty payment, you agree to send us at the same time and in the same manner as your royalty

' payment, a.contribution to our martketing fund in the amount we specify, which will not exceed 3%

of your monthly gross receipts. We ¢an periodically change the amount we require you to
contribute to that program or those: programs but in no évent will your contribution éxceed. 3% of
your gross receipts. .In this Agreement, we refer to the coopérative marketing program fund.as "the -
Marketing Fund".

(b) We will keep the Marketing Fund apart from our other accounts. We will send

you a teport of the receipts and expenditures of the Marketing Fund annually. This report does not
" have to be audited, réviewed or compiled by an accountant.

9.04 If we own and operate any Sweethoney Dessert restaurants, we: agree. to have those.
restaurants. coniribute to the Marketing Fund.on the same basis that you do.

9.05 (a) When formed, we will use the Marketing Fund for the development, production,
execution, dissemination, direction, review, analysis and administration of marketing, promotional
and public relations activities designed to benefit the Sweethoney Dessert- system of restaurants on a

" local, regional and/or national basis. We have complete and absolute discretion over how and when

sums from the Marketing Fund are spent and what items are charged to it. However, we agree to
use the Marketlng Fund only for the planning; ‘production, éxecution, placement, publishing,
broadcasting, dissemination and analysis of marketing, promotion and public relations materials and
programs, including point of purchase materials, brochures, d1sp1ay materials, market research ‘and. -
analysis, the employment of ‘marketing and promotion staff and agencies, the purchasing of media
time and space, the planning, production and execution of promoétional or public relations events,
the review and analysis of'those activities and for related purposes

(b) We are not obligated to spend receipts of the Marketing Fund in any particular
region even if a disproportionate amount of those receipts comes from a particular area or within
any pm‘tlcular time period.

~ 9.06 If we, or the Marketing Fund, conduct marketing in which prices for items are
indicated, we will advise you whether you are required to adhere to that pricing. If you are not
required to adhere to. these prices and you do not elect.to do se, your restaurant listing need. not

" be included in the;marketing or promotion program that spetifies: those prices.
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9 07 We can charge the Marketing Fund for the time, overhead and expenses of our
employees to the extent that they wotk on marketing, prornouon or' public relations activities
designed to enhance the image:or. sales of Sweethoney Dessert restaurants.

9.08 (a) We will have the right to. terminate the Marketmg Fund or turn its: functions over
to an outside agency at any time after its inception. If-we terminate the Marketing Fund and do not
replace it with a similar entity, we can have you use the money you would otherwise. contribute to
. the fund for local or regional marketing, promotion,or public relations:purposes.

(b) If we turn the functions of the: Marketing Fund over to an outside agency, we can
require you'to pay that agency the amounts you would otherwise contribute to the Marketing Fund.

(c) Even if we have an ageney perform some or-all of'the functions of the Marketing
Fund, we will still have the right to approve any marketing, promotion and public relations material
and activities. suggested by the agency

9.09 If you do not comply with your payment obligations to us ina timely manner on
more than 3 occasions, you agree that we ‘will have a security intetest in the assets of your
Sweethoney Dessert réstautant under the provisions of ‘the Uniform Commercial Code. whether
thiose assets are now. owned or are acquired at a later date, In order-to perfect this security interest;
you agree to sign a financing statemént reflecting our security interest as such times as we request.
We will pay for the filing of the financing statements. We agree that our security interest will be

..subordmate to any: purchase money secunty mterest you nge for preperty acqulred aﬁer the date of -

" your: obl1gat10ns to us at the tlmes and in'ther manner we penodlcally demde
10. Marketing and Pfomotion.

10.01 We can specify the Grand Opening marketing 1o be conducted. by your Sweethoney
Dessert restaurant. You agree to:conduct your Grand Opening marketing as we specify or otherwise
approve and not to engage in:any-Grand Opemng activities'which we have not approved i in advance.

We agree: that you will not be reqmred to spend over $5,000.00 on your Grand Opening marketing.

10.02. As long as your Sweethoney Dessert restaurant is open, you agree to conduct a
reasonable amount of advertising and marketing for your restaurant, If the shopping center in which
your restaurant is located requires you to participate in its marketlng and promotion activities, the,
amounts you spend on those activities will be considered in determining whether you are

* conducting a reasonable amount of advertising and marketing for your restaurant,

10.03 (d) For the ‘protection of the Sweethoney Dessert. system, all of your marketing,
' promeotion and public relations activities, including your participation in charitable events. and
donations you want to make to-charities: and other organizations, must be consistent with our image
and must reflect favorably on Sweethoney Dessert restaurants, products and the Sweethoney Dessert
system. Therefore, you agree to submit to us prior to use copies of all marketing, promotion and
public relations plans, material and programs: you want to use or participate in and describe to usin
what media your marketing will be published. You agree to advise us of the nature and the amount
‘you plan to spend for each. promotional,, charitable or pubhc rélations event, item, donation and
program and.all other relevant information, including any further information we:request.
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10.04 You agree not to. use any advertisement or material, implement any program or pla,
participate in any event or make any donation without our prior consent, except to the extent we
. have: provided you with the concerned item or have previously approved your program, plan, event
or donation. Once' we give you our consent, you agre¢ to employ the advertisemient, material,
program, plan or make.the donation only as: we have approved.

10.05 (a) We will have 5 business days after you submiit the ‘information on your
material, program, event, denation or plans in which to-approve or disapprove. the submission.
We can extend this approval period for a reasonable time following the receipt of the requested.
information if we require additional information concerning the matter. If we do.not. disapprove:
. your proposal within 5 business days after our receipt of the items, plus such additional time as
‘we may reasonably require, the matter-will be considered.approved.

(b) For the protection of our trademarks and service marks, we-have complete and
absolute discretion in “deciding whether to approve your marketing, promotion and public
relations material, plans, programs, events and-donations and/or to require. yoii to' stop any such
use even if we have previously approved it.

10.06 (a) If we develop any signs, point of purchase material, photostats, dlsplay material,
brochures, handouts or ether marketing; of promotional material for use by Sweethoney Dessert
restaurants, you agree to purchase a reasonable: amount of these materials and to use them ‘as we
require. We can mark up the cost of any of these itemis in a reasonable amount to pay for our .

-development, administrative and handling costs.

(b) If we develop any material for display in Sweethoney Dessert restaurants
soliciting new Sweethoney Dessert franchisees, you: agiee to display that material for the-duration, at.
. the location or locations and it the manner we require. You will not be compensated for displaying
this material.

10.07 (a) You agree to-follow all of ourpoliciés and procedures conicerning your use of the
Internet, other. electronic media and any other media whether or not otherwise specified in this
Agreement and whether that media now: exists or may be developed. in the future, meludmg its use
in connection with your marketing, promotions or other activities. Without our prior ‘written.
consent, you agree not to use any of'our naimes or marks; or any names 6r marks confusmgly similar
. to them, in connection with any use you make of the Internet or other media. If you are granted the
right to use our proprietary property in connection with. an Internet domain name for your
Sweethoney Dessert restaurant we must approve the manner of that use and the content of your
web site in advance. At our election, we will register an Internet domain name relating to your
restaurant for you so that we will be the owner of the name. If you register an Internet domain
name, or its equivalent, that includes-our proprietary property, or any names or marks:similar to
them, at our direction you agree te assign us all of your rights to that domain hame at the time
and in the manner we require.

®) Upon the expiration or termination of this Agreement, any sites, dormain
names and.all other identifying names, marks, symbols and other means of identification that you
may have used in connection ‘with your Sweethoney Dessert restaurant will become our property
and must be transferred to us in the manner we specify.
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(¢) Unless we agree otherw18e your exclusive presence on the Internet, and on or
in any other €lectronic or alternative media, can only be on or through our Internet site and/er on
or in such othermedia as we specify. :

(d) Your Internet and other media presence whether on. our Internet site or
otherwise, must have the appearance arid contain the content that we periodically specify or
othéfwise approve.

(e) If we allow you fo have your own Internet site, or if you have any other
electronic or alternative media presence, you agree not to use, or authorize the use of, any means
of referring to your site, such as by meta tags, links or other reference devices, without our prior
‘written consent. In addition, your site or presence must not refer to or show the site of another,
such as by the use of links or frames, without our prior written consent.

: - (f) We have the right to charge you a reasonable fee for the maintenance of our
. web site and/or any other medla presence. 'we maintdin and on which your restaurant is
represented..

10:08 You agree to use any 1ntranet extranet and the like that ‘we maintain for the.
internal use of our franchisees or their employees for informatien, reporting, training and other
purposes, strictly in the manner we spec1fy You further agree not to inform any third person,
other than those wé may authorize in writing, how to access or derive information from our
intranet, extranet or other nonpublic sites. The manner of accessing and -obtaining information
. from these sites, as well as the information contained on such sites, are our trade secrets and are

subject to the provisiens regarding trade. secrets and proprietary information set. forth elsewhere
in this. Agreement :

10.09 You agree to send us copies of all articles, mentions on the Internet, other
- publicity or other media exposure you receive, whether positive or negative, promptly upon
becoming aware of it. :

. 11. Records,_ Acc_,oun‘ting,Audits, Trade Accounts, :Sccdi'ity Interest a’nd Late Charges.

11.01 (@) You agree that ‘'you will maintain a separate business bank account. irito which
you will deposit. all of the proceeds from"the operation of your Sweetfioney Dessert restaurant
business -and from which you ‘will pay all of its expenses, including the royalties and Marketing
Fund payments described above. You 2 agreenot to use that account. for any other purpose.

(b) You.agree to maintain current and accurate books, records, accounts, tax returns.
and all related ‘back-up material showing the results of the operation of your Sweethoney Dessert
' Testaurant including all of the books and records that we list in.our manuals and other directives. If
we sO require, you agree to use the chart of accounts and accounting software that we specify. You
agree to maintain all such materials at your principal place of business unless we otherwise approve.

(c) You agree to retain all of your busmess records, including your business tax
returns, sales ‘tax reports and related back-up material for at least as long as required by law or 3
years following the end of the year to which the items pertam whichever penod is greatef. "You
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agree to make these records available to our representatives at your principal place of business at
the times we may reasonably require.

11.02 (a) You agree at your expense to provide us with the reports and the other data we

. specify in our manuals and as'we otherwise:request. We can requlre data to be transmitted to us by’

telephone, electronically or by other means.

(b) If ‘we later require, you agree at your expense to send us a profit and loss
(income) statement in the form ‘we specify within 10 days after the end of each of your fiscal
quaﬁers and an annual balance sheet within 30 days after the end of your fiscal year:

(c) If you have repeatedly underreported your gross rece1pts of failed to provide

- the statements. and reports required by this Agreement, we can require that your finaricial

statements. be prepared by an independent certified public accountant at your expense. If we
require that an mdependent certified public accountant prepare your finaneial statements, we will
indicate on 'what basis those statements have to be presented, such as on a ¢compilation, review or
audited basis: We can change these requirements whenever we feel that it is necessary in order
to get timely and accurate financial statements from you.

11.03 (a) We have the right to inspect and/or audit your books and records at any

- reasonable time: at your restaurant or at such other location as ‘may be mutually agreed upon

‘between us.

(b) If the inspection or audit reveals an understaterient of gross receipts for any
reporting period in an amount of 3% or more or if an audit. is necessary because 'you have not
complied ‘with the financial reporting or- record keeping requirements of this Agreement, our
manual$ or our directives, you.agree to pay the costs of the inspection or: audit as soon as we advise
you of those costs. These costs can include the costs and expenses we incurred for accountants,

- attorneys or any others. with whiom ‘we have incurred costs in connéction with the mspectmn and/or

audit, ‘as well as for the time our-employees devote to the inspection.or audit.

(c) Regardless of whether you have to pay the costs of the audit, you agree to pay: all
sums that are shown to be due because: of any understatement of gross receipts or any other
underpayment, -plus-any late charge that results from the nonpayment. If the inspection or audit
shows an overpayment to us of any amount, the amount of the overpayment will be applied to the
next.amounts due to us. :

(d) If we dJscover by inspection; audit or otherwise that you have intentionally

'underreported your gross receipts for any period in any amount or have underreported your gross

receipts in the amount of 10% or more for any period, whether or not the underreportmg was
intentional, we have the right to terminate this Agreement in addition to having all of our other
rights and, remed1_es under this Agreement and these available to us under applicable law.

11.04 All amounts that' you owe us that are past due shall be subject to a late charge in

. the amount of 1%% per month, If that amount is not allowed by appl‘icable law, the ldte charge

will be equal to the highest lawful rate on. loans between ‘businesses in:the state whose law
governs this Agreement.
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11.05 Neither because we ‘impose,: nor because you pay, a laté charge does that payment
waive or otherwise affect. any fight er remedy that we have under this Agreement, or under law,
‘because of the late payment.

11.06 Because it is very important that Sweethoney Dessert restaurants have. good trade
felations with, their suppliers so that we can try to get the best prices and service from them, you
agree to pay your vendors, contractors and suppliers promptly. If you have a dispute with any of
them, you dgree fo attempt in good faith to resolve the. drsputc promptly and fairly.

12, Insur;an_ce,;, lj)amatge; and Destruction

12.01 (a) Before you begin the construction of your restaurant, you agree to procure, and,
while. this Agreement is in effect maintain, commercial general liability insurance on the form' we
approve: Your insufance must cover your premises and operatlons products and completed
operations, contractual liability, property damage and ‘personal injury liability in the minimum
_.amount of $2,000,000.00 for each occutrence. If your restaurant will serve alcohol, your habrhty
. policies must also provide liquor hablhty coverage. This coverage: may be obtaified with a
combined. single limit for bodily injury and property damage. You must also obtain and maintain
automobile liability insurance, including coverage for all owned, hired and nenowned vehicles, in a
minimuin amount of $2,000,000.00 combined single limit for each accident. You may satisfy these
limits by having your basic ‘policies in the. amount of $1,000,000:00 and, in addition, miaintain a
general aggregate (“umbrella”) lrabrhty policy in the minimum amount:of $1,000,000.00.

(b) Your liability irisurance policies must be wntten o an “occurrence” and noton a

“‘CléiihS:.made basis.

12,02 You also agree to obtain and maintain throughout the term of this Agreement
insurance on your leasehold improvements, furniture, fixtures, equipment, décor and the other
physrcal assets of your restaurant. That insiirance shall include fire and extended coverage.
insurance on a replacement cost basis, in amounits adequate to reconstruct, redecorate, resupply and.
reopen your restaurant in the event 6f a-covered loss.

12.03 Your insurance policies must.comply with the following requirements:

(a) Your insurance: carrier must have and maintain a Best rating of at least "A-7" or
its-equivalent.

(b) Your insurance policiesmust not contain a coinsurance clause:

(¢) The: deductible portion of any claim or. loss under any of your insurance policies
. cannot:exceed $2,500.00-without our prior written consent.

(d) Your insurance policies must be written as primary policies regardless of
‘whatever other policies you: carry or those carrled by us, our hcensor or our affiliates.

12.04 In addition to the insurance coverage described abeve, you agree to carty such other
and additional insurance as may be required by the lease of your restaurant premises and that
requrred by your \1ender or'equipment lessor ifany. Yousalso:must carry workers’ vcompensatron and
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employer S hablhty insurance as required by law Emp'loyer S liability insurance Shall be obtained

$1, 000 000 00 per employee for bodlly mJury by disease with a $1 000 000 00 pohcy limit by

disease.

12.05 We have the right'to require from time to time that you carry different limits and/or
different types of insurance coverage if we believe it is prudent in our reasenable judgment. You

must comply with our requiréments prompily upon receipt of written notice of any those
requirements.

12.06 You acknowledge that the limits on your insurance-policies do not limit your liability
to us under the indemnification obligations of Section 13 below or your other obligations under this
Agreement.

12.07 (a) You agree at.your expense to name us, .our licensor and those of our affiliates that
we. may specify and. our and their officers, directors, shareholders and employees as additional
insureds on all of your policies.of liability insurance including your general liability, vehicle liability
and umbrella liability policies.

(b) We:can designate other entities:and/or persons to be named as additional insureds
on your insurance policies. from time to: time and you agree to include these persons or entities on

+ yourpolicies as long as you can do so at minimal expense.

(¢) You agree to have your insurance carriers provide to each additional insured a
certificate of'insurance evidencing the required coverage.

(@) All of your insurance policies must.specify that the insurance carrier will give 30
days: prior ‘written notice to each additional insured under that policy if the policy in which such
persons or entities are. nanied is to be canceled ornot renewed.

(e) You agree to provide us with copies of thosé .of your insurance policies that we
request. '

12.08 (a) If during the term of this Agréement 4ll or part of your restaurant. is damaged or
destroyed by fire or other casualty, theén, except as provided below; you must repair, restore or
rebuild your restaurant to the extent allowed by, and in comipliance with, the terms of your lease and
applicable law.

(b) If you are allowed to rebuild your restaurant under the terms of your lease-and by -
applicable law, the term of this Agreement will be extended for a period of time equal to the time
your restaurant was closed due to the damage or destructlon butinot in excess-of 12.months from the
date of the. damage or-destruction.

(c) If your lease réquires or permits you te répair or rebuild, all of the proceeds of
any insurance payable on, account. of the damage or destruction must be used to pay for restoring

. your restaurant. The restoration of your restaurant must comply with our standards at the time for

the constriction of new Sweethoney Dessert restaurants,
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(d) To the extent prevented by: circumstances beyond your reasonable control except

for your financial inability to proceed unless. that. is caused by a delay in the receipt of your
' insurance proceeds, you agree to begin the restoration of 'your restaurant within 90 days after the

damage or destruction occurs and. to proceed with the reconstruction and reopening of your
restaurant with due diligence.

(€) If your lease: permits you to terminate the lease because of the damage or
destruction and you do. so, this Agreement will end on the date your lease ends.

12.09 (a) If your restaurant, or the premises in which it is located, is taken in an eminent

* domain, condemnation, compulsory acquisition or similar- proceedlng for any public or quasi-public-

use or'purpose ot is sold under the threat of such an action, and if it is not feasible or" prudent in our
reasonable judgment to use the remaining portion for the operation of a. Sweethoney Dessert
testaurant, this, Agreement will end as. of-the date of the taking. In the event that this Agreement is
terminated for this reason, you agree'to pay us out:of thié compensation you receive as restitution. for
the taking, or from the proceeds of the sale, an amount equal to the payments required by Sections
9.01 and, if applicable, 9.03 above, for the 12 months immediately preceding; the. date of the
termination of this Agreement or the actual time your restaurant was open.if it was open less than 12

" months.

(b). If the taking is only. partial and the remaining portlon of your restaurant is

sufficient in our reasonable judgment to continue the operation of youf restaurant, you agree

prompﬂy to restore your restaurant to a condition adequate: for the conduct of busmese subject to
the consents and approvals you are required to obtain from us as in specified in Section 6 above:

13. Relationship of the Parties; Indemnification.

13.01 - Even though you will operate. your testaurant under the Sweethoney Dessert name,

"you are-an independent contractor.

13.02 (a) Nothmg in this Agreement or in our franchise relationship makes you our agent,
partner or’joint veriturer, Snmlarly, we aré not your agent, partner or joint venturer for: any purpose..

(b) None of your employees are to be considered our employees and none of our

. employees are to be considered your employees for'any purpose.

- (¢) You acknowledge that our licensor is a separate.entity: that it:is not:responsible or
liable for our acts or-emissions. If we ‘have our licensor perform any services for us, it does so as an.
independent contracter. You hereby waive and release any claims you may have or later acquire.
against our licensor based solely on its relationship with us but not based on its own actions or
inactions. : :

13.03 Neither of us is liable for the debts, hab111t1es taxes, duties, obligations, defaults,
compliance, intentional acts, negligence, etrors or omissions of the other. You agree to do nothing
that will give the impression to third parties that.it is otherwise.

13.04 (a) Each of the parties to this Agreement guarantees that it will not intentionally do
anything to give anyone the impression that our relationship is.other than franchisor-and franchisee.
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(b) If you do anythmg or fail to act in any way that causes us or our licensor to be
exposed. to any liability or to :incur any expense merely because of our relationship, you must
indemnify and hold us and our licensor harniless against any liability, costs or expenses in the
matter, including attorneys' fees, unless we or our licensor actually did something to participate in a
significant manner in the conduct giving rise to the liability in which case the liability will be

' proportioned:in an equitable:manner. ‘

() If you claim that we or our licensor did participate in the conduct giving rise to
the: liability and it is subsequently shown that we .or they did not do so, you must.reimburse us and
our licensor for all costs, expenses:and liabilities, mcludmg reasonable attorneys' fees, we-and/or our
licensor incurred to show that we and they did not participate in any significant way in the conduct
orinaction that gives rise:to the'liability:

7 13.05 As used in: this Section 13, "we" and “1_15,;’ also means our and our licensor’s officers,
directors, shareholders, employees, agents.and others for whose conduct we: or they are responsible.

13.06 You agree to post, display, include and otherwise promptly use and maintain all
signs and/or'notices we specify, and any that are required by applicable law, indi’cating the status of
the parties and our relationship; including notices on stationery; business cards signs, in marketing,
promotional and public relations:material and so forth

13.07 (a) You gagree, to defend, indemmify and hold harmless us and our licensor, and our
and their successors and assigns, against all losses, liabilities, damages, costs and expenses,
including reasonable attorneys' fees; resulting directly or indirectly from, or in any way pertaining
to, the demgn, construction, fixturing, decorating; stocking, use, oecupancy, maintenance, repai,
operatlon sales, policies, procedures, practices, actions, hiring practices, personnel policies,
employment practices or all other activities of your restaurant, incliading your ‘intentional acts and
negligence and those of your-agents, officers, directors, partners, shareholders, members, employees
and any others for whose conduct you are responsible. However, we shall be responsible for and

* will indemnify you against, any loss, costs or damage to the extent resulting from your compliance

with our written policies, procedures and directives but only as long as you have fully complied
‘with our-requireriients at the times and in the manner we:require.

(b) You also are. responsible for any loss, damage, cost and expense, including
attorneys' fees, that arise. out of ‘the: representations you made or you were required to make but
failed to make in obtaining this franchise. -

(c) The foregomg indemnity prov1s1ons are. not limited by the insurance
requirements of Section 12 above or by any other provisions of this. -Agreement.

13.08 If we ever learn about a matter against which you have indémnified us, we will
notify you about it and you agtee to defénd us against it. However, if the claim is one that may
affect more than,one Sweethoney Dessert restatitant, we can take over the defense of the matter with
counsel of our choosing.. In that case, you will be resporisible for a pro rata portion of the costs and
expenses involved.in defending the matter, including attorneys’ fees.
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13.09 If'you are defending us and/or anothet indémnified party in any action, you agree
not to settle the matter until we and the other indemnified party or parties, if any, approve the terms
of the setflement. You cannot commit us or any of the other indemnified. parties to making any
expenditure or taking: or withholding any action as a part of any settlement without our and, if
applicable, their prior written consent. '

14. Use and Protection of the Licensed Commerclal Symbols: and Other Proprietary
Property. . -

14.01 (a) All of the trademarks, trade names, service marks, logotypes, symbols, designs,
patents, copyrights and/or other comrhereial property we license to you now and in the future are
collectively referred to in this Section 14 as “the licensed intellectual property”. Your use of the
licensed intellectual property is nonexclusive. That means. that, except as may limited by this
Agreement, we, our hcensor and our affiliates can use and can license others to use, the licensed
iritellectual property-in any mannet-or at any place.

14.02 (a) As of the date of this Agreement, you are licensed to use only those trademarks,

trade names, service marks, logotypes, symbols and designs: mdlcated on Exhibit C to this

Agreement.

(b) All of the licensed initellectual property that you are. permitted to use under this

Agreement, whether presently licensed or that which may be licensed to you in the future must be
- used strietly in compliance with all of the terms and conditions of this Agreement, our manuals and

our other directives:

14,03 In the event you become aware of any claim of infringemenit resulting from, or other
challenge to, your use of any .of the licensed intellectual property, you agrée to notify us
immediately of the: facts concerning the claim or challenge. We have sole discretion as to what
action to take, if any, regarding any claim or challenge concerning the licensed intellectual property.
You agree to join as a party to any action concetning the licensed intellectual property or to allow an
action to be brought solely in yourname, but only when, as and if we so-direct.

14.04 "We will have sole control over each and every legal, administrative and other action
of any type concermng the licensed intellectual property: In the event of any legal, administrative or
other action. «coricerning the enforcement:or defense of our rights in the licensed intellectual property,
we agree to bear'the. legal fees and court costs incurred in the handling of the mattet.

14.05 We agree to pay -all damages for which you are held liable in any proceeding
involving your right to use the licensed intellectual property but only on the condition that you have

used the licensed intellectual property in strict accordance with this. Agreement, our manuals and our
. ‘other directives, have promptly notified us of any challenge to your use of the licensed intellectual
property and fully cooperate with, us in the handling of - any proceeding concerning the licensed

intellectual property.

14.06 (a) We.have sole discretion.as to what legal, administrative or other action to take, if
any, against.any third person orentity making unauthotized use of the licensed intellectual property.
You agree to cooperate fully with us in our handling of arly such legal, administrative. or other
proceeding.
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(b) If we elect to take legal, administrative or other action against a third party-in any
matter concerning the licensed intellectual property; you agree:to join as.d party to the action or to
allow the action to be brought solely in your name, but only when, as and if we require. 'We will
. bear all legal costs in connection with that-action.

14.07 (a) You agree to comply with our instructions if it becomes advisable at any time in
our sole discretion to modify or- discontinue:the use of any of the licensed intellectual property.

() In thé event we require you to discontinue the use of ‘any marks, names and/or
any other part of the licensed intellectual property, our sole: obligation will be to reimburse you for
your reasonable out of pocket costs in connection with that.compliance but only to the extent that.
. those costs are for the replacement of ‘tangible items bearing the concerned names;, rharks, symbols
and/or designs and provided that your compliance is in accordance with. our directives, such as'in
the liquidation of existing supplies of distinctively marked materials, the disposition of signs, the.
teplacement of marketing and promeotion material and so: forth. We will not be obligated to.
reimburse you for the replacement of any items bearing our names or marks s long as you have
been given a reasonable t1me to use up 1tems that are: consumed in the normal operaﬁon of your

use over:a reasonable penod of tlme

14.08 You agree to use one or more iaddi‘.ﬁ'onal trademarks, service marks; logotypes,
names, slogans 'an_dlo_r_ other co‘rnmerc’ia’,l. symbols in connection ‘with the opg::ation of your
restaurant.if we so require. In that évent, you agree to bear the cost of using those additional items.

14,09 (a). You agree to take no action that will interfere: with our rights in the: licensed
intellectual property orits use by us, our licensor, our affiliates and/or by those we-authorize to use it
and those so autherized by our licensor or: affiliates.

‘ ~ (b) You agree'to make:no application for:registration or other protection of any of the
licensed intellectual property or any items similar to them without our prior written consent and then
only upon the terms and conditions we specify.

(c) You agree not to contest the validity or ownership of any of the hcensed
intellectual property or to assist anyone else in domg s0.

14.10. Ifwe so dl‘rec't‘, you _agree to give the nohces; file the forms and take: any other action
We reasonably require. in connectionh with your use of the licensed intellectual property.

14.11 In connection with your use of the. licensed intellectual property, you agree to' show
all of the symbols and display all of the legends we specify indicating that any mark, name,
logotype or symbol is a trademark, service ‘mark, copyright or is otherwise subjéct to protection
under the law and is owned by us, and/or by our licensor or affiliates. :

14 12 Since it is essential to the: goodwill and operation of Sweethoney Dessert restaurants
that competing restaurarits are not. aware of and/of -do not use, our trade secrets, including our
recipes, marketing plans, suppher information, merchandising and prornotlonal programs, financial
data, operational practices and procedures, and other proprietary information, you agree that if you
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* have mote than one Sweethoney Dessert. restaurant and you do not enter into a new Franchise
- Agreement for any of these restaurants when the Franchise Agreement applicable to it expires but
are allowed by .opetation of law, or othetwise, {0 operate a business a principal act1v1ty of which is
the sale of items of a type similar to those sold in Sweethoney Dessert restaurants, in our sole and
absolute discretion we can terminate your remaining Sweéthoney Dessert-franchises without further
obligation to yoir. These terminations will be considered tefminations without default. In the event
‘we terminate any of your franchises for this reason, you agree: promptly to comply with all of the
post-termination obligations set forth in.Section 16 of this Agreement.

15. Transfers and Our Right of First Refusal,

15.01 (a) As used in this Section 15 the words: “you and ‘your” also mean anyone owning
any ‘interest in this franchise including anyone owning any interest in any entity having an
ownership interest in this franchise.

(b) "Transfer" means any a551gnment sale:or, other disposition, whether it occurs
. voluntarily or mvoluntanly, including the transfer, issuance or reacquisition of any shares or other
ownership interést in, or the merger, acquisition, recapitalization, consolidation or other
restructuring of, any corporation, limited liability company, partnetship or other entity that owns any
interest in this franchise or in the assets of your restaurant. '

(c) In this Section. 15, “this franchise” means this Agreement, the rights granted by
this Agreement any’ ownershlp interest in this Agreement or in any entity ‘with any ownership
interest in this. Agreement orin your Sweethoney Dessert restaurant.or its assets.

15.02 You agree to notify us before you take any action to market this franchise or your
restaurant. ‘You should provide: us at that time with your plan for marketing this franchise or your
restaurant including the means and methods you plan to émploy in that regard and copies of any
advertisements and materials you propose to use. You must obtain our approval of all of those
advertisements and materials prior to their use, which consent will not. be unreasonably withheld or
delayed. The foregoing includes advertisements and notices you plan to- place-on thei Internet or
publish-or dlstnbute by any other mieans.

15. 03 You only can transfer this franchlse with our pnor written consent. Any attempted
transferthat we do.not approve in advance:is not binding on us and is grounds for the termination of
this Agreement.

15.04 (a) ) In determining whether your proposed transferee is acceptable, we will
consider, among «other things; our istandards at the time for new Sweethoney Dessért franchisees
including the net worth, creditworthiness, background, training, personality, reputation and business
. experience of therproposed transféree.

(b) We. can disapprove the proposed transfer 1f in our sole and absolute judgment,
the sales price to be paid by the transferee or the other terms of the transaction aré: siich that the
transferee's successful operation of the franchised business may be jeopardized. You acknowledge
that this provision is solely for our protéction and is not intended to provide any-assurance to the -
prospective transferee that our approval of the transfer in any way guarantees the ‘transferees
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success. You agree not.to suggest anything to the contrary to anyone including your ‘prospective
transferee,

~ {¢) Since you may disagree with.otir decision to disapprove your proposed transferee.
. or the transfer transaction‘, you hereby waive and reledse us from any claims that our refusal to
mterference ‘withy your contractual relations or otherw1se grves you or the proposed transferee any
kind of claim against us. We would not:review the application of the propesed transferee if you did
mot agree to-this waiver and release.

15.05 You agree that you w111 finalize a proposed transfer omly when you receive our
written approval of the prospective transferee and the transfer transaction and following our
~ decision net to purchase the interest or property proposed to be transferred under our right of first
- refusal described below. The decision whether to approve the proposed transfer is within our sole
and absolute discretion.

15.06 (a) You agree to follow the transfér procedures set forth in-our manuals and. other
directives, to provide us with the documents and to perform the other duties regarding the transfer
called for by our'manuals or directives.

‘ (b) You.agree that we can require that the closing date of the: transfer be delayed for:a
reasonable time to allow us to perform our duties concerning the transfer:

15.07 So that we can review ‘your proposed transferee's qualifications, your proposed
transferee must submit an application in the form we specify. Until all of the information we
Teasonably request is provided, we are not obligated to take any action on the application. of the
proposed transferee. We will review: the application within a reasonable time and advise' you
whether your proposed transfer has been approved.

15.08 (a) Except as provided below, if we approve your proposed. transferee, you must pay
us as a transfer fee an amount equal to 50% of the initial franchlse fee: we are charging -t the time
for new Sweethoney Dessert single restaurant franchises.

(b) If the proposed transferee is an existing Sweethoney Dessert franchisee, rather

_than paying 50% of thie then-current initial franchise fee, the transfer fee will be equal to 25% of the
initial franchise: fee we are. charging at that time for new single restaurant franchises. If the

_ transferee is an existing Sweethoney Dessert franchisee, we will not be reqmred 10 provide. any
* services in connection with a transfer. Howevet, if‘in our discretion any such services are required,
you or the transferee must reimburse us for aity costs that we incur in connection with the transfer
including any training we require the transferee to undertake and travel, lodging and related costs
involved in any visits to the restaurant that we make related to the: transfer.

~(c) If o new Sweethoney Dessert franchises are: bemg offered at the time of the
transfer, the amounts referred to above will be based on the initial fee that was being charged to new
Sweethoney Dessert franchises at the time we stopped granting new franchises, adjusted by any

" increase in the-Consumer Price Index as described in Section 21 below between the date we stopped
offering new franchises and the date.of t_h‘e transfer:,
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(d) If more than one Sweethoney Dessert réstaurant is being transferred at.the same

time to the same transféree as part of the same transaction, and if the transferee is not then a

Sweethoney Dessert franchisee, the transfer fee will equal 50% of our then-current initial franchise
fee for the first restaurant beirig transferred and 25% of that fee for each additional restaurant being
transferred. If the transferee is then a Sweethoney Dessert franchisee, the transfer fee will equal
25% of our then-current franchise fee for each. restaurant being tiansferred.

(€) The ,required payment's; must be made within 10 days. of when we notify you that

. 'we have approved the transferee and the transfer transaction or our approval can be withdrawn. We

will not schedule any required training of your transferee until this payment is made.

(f) If you notify us that the proposed transfer transactior has been terminated before

~'your proposed transferee has started our training couise, ‘we will refund the transfer fee, less any
amounts we have expended in connection with the proposed transfer, including a reasonable:

allowance for the:time our emiployees have spent in connection with. the proposed transfer.

(g) If you own any existing Sweethoney Dessert. restaurants as well as‘the: right to

open additional Sweethoney Dessert restaurants, you must. transfer both your restaurant or

restaurants and your remaining rights to the same transferee unless we agree otherwise at the
time. Your transferee must agree to pay thie balance of the franchise fees due for remaining
restaurant or restaurants as required by this A-greem'ent; :

15.09 We can require the proposed transferee to complete our training course, or such parts
of it as we specify, to our reasonable satisfaction as a cendition of our approval of the transfer. If the

_ transferee is required to undertake all or part of our training course and does not. complete it to our

reasonable satisfaction, you may not complete the transfer, the proposed fransferee will have no
further rights and ‘we can retain the transfer fee without refund.

15.10 (a) Before you close. any transfer transaction, you and the transferee must sign the

transfer documents we require. We can condition eur approval of the transfer on your agfeement to

any terms we feel are necessary to irisure that the transferee. performs his of her duties under the
Franchise Agreement that is signed in connection with the transfer. These terms can include

_ requiring you to subordinate or defer any debt that you take back on the transfer to the. transferee's

faithful performance of the duties called for in the Franchise Agreement that is signed in.connection

_ with the transfer.

(b) Before you complete the transfer you agree to'sign a general release.of all claims
against usyeut, our licensor, our affiliates and our and their officers, directors, shar¢holders,

. employees agents and any others with whose conduct we and they are chargeable. The form of

rélease we currently use’ is attached 'to this Agreement as Exhibit E.

(c) If a transfer results in the change in the managing agent the provisions of Section
8.17 of this Agreement concerning the appointmient of a successor'managing agent will apply.

15.11 (a) If any transfer:results in the cumulative transfer of over 50% of the ownershlp of
the original owner or owners of this franchise or the ownership interests of the original owner or
owners of any entity that owns a majority: interest. in this franchise, as a condition of our approving
the proposed transfer wé:can require that the person who, or entity which, will own this franchise: to
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sign the Francmse Agreement we aré using for new SWeethoney Dessert franchisees at the time of
the transfer even if there.is no change in any entity that owns this franchise.

(b) Even though a new Franchise Agreement may be signed, the term and. renewal

. rights under thenew agreement, and your Restaurant Opening Schedule if applicable, will be as set

forth in this Agreement unless we.agree otherwise at the'time.

15.12 (a) We can request that you guarantee the obligations of your transferee under the
transferee's néw Franchise Agreement. You.can decline to provide us with this guaranty but we can
consider the abserice of 'such an undertaking in deciding whether to approve the transfer. The form
of Continuing Guaranty we currently use is attached to this Agreement as Exhibit.F.

15.13 As 4 condition .of our approvals, we can require the transferee to update: the

Testaurant to: comply with our standards at the time. We will advise your prospective transferee of

what we will require:in that regard at the time we.approve the transfer.

15.14 (a) You can make a transfer to a corporation, limited liability compaty or other
entity, wholly-owned by those who own the franchise before the transfer without. our consent,
payment of fees or signing a new Frarichise Agreement This type of transfer will not give us the

" nght to exercise our right of first refusal or tequire you to upgrade your restaurant as in the case of
.. other transfers. You must transfér the assets of yourrestaurant to that entity at the time you. transfer

this Agreement to it:

(b) In ‘the case of a transfer of the type described in subsection (a) above those
owning the entity to which this franchise is transferred agree:

(i) They will own thie entity in- the same proportion as they currently own
the franchise.

(ii) They are: personally responsible for the entity's performance of ‘the
terms of this Agreement and any. other agreements between us to the
extent they were: so responsible priot'to the transfer.

(iii) They will sign the forms we reqliire reflecting their obligations
) mcludmg personal continuing guarantees of the obligations of the
new entity.

(iv) The share or ownership certificates-of the entity will contain a notice
that there are restrictions on the transferpf the concerned ownership
interest which are described.in Section 15 of this Agreement.

(c) If for any reason we are not notified before the transfer, the failure of the owners
of the entity to which this franchise is transferred to sign the documents we require will not affect
their personal. liability for the obligations of that entity.

1515 (a) You ‘must notify us at or before the transfer if a proposed transfer is only among
the otiginal owners of tliis franchise. If the transfer does not tesult in the cumulative transfer-of over
50% of the interests of the original owners of the concerned entity, the transaction will not be
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, considered a transfer subject to the provisions of this Agreement and you need not ebtain our
approval prior to the transfer, we will not charge any fees in connection with the transaction, a new
Franchise Agreement. will not have to be signed, we will not exercise our right of first reﬁlsal and
we will not require an upgrade of the restautant. If the transferor retains less than 5% of the entity
after the transfer, ‘the. transferor must sign a release of all claims against us, our licenser, our
affiliates and their officers, directors, shareholders, partners, members and other others with whose
conduct any of the foregomg aré chargeable. The form of rélease we currently use. is attached 10
" this Agreement as Exhlblt E.

b) If the transferee previously owned less than 50% of the inferests in thls
franchise and after the transfer owns more than that amount, the transferee must complete our
training course to-our reasonable satisfaction prior to the transfer if they have not already dorie
so. We: can charge our training fee if training of the transferee is required.

_ 15.16 You do not have the ﬁg’ht to grant a subfranchise of this franchise or to franchise,
license or otherwise ‘permit anyone else to use any of the: licerised assets other than allowing your
~ employees to use'the things we authorize them to use.in the normal course of Tyour'business,

15.17 We: can transfer this Agreement in whole or in part: without your consent. However,
we agree that any such transfer will not interfere in a material manner with your receipt of the
benefits granted to you by this Agreement.

15.18 (a) Other than as described above, when there is a proposed transfer, you agree to
notify us of its terms and conditions. You.agree tot€ll us what:interest is proposed to be transferred,
the purchase price or other consideration that is to be received, any credit or ﬁnancmg tefms that are
" being offered by the. proposed transferor, the date the proposed transfer is to close and all other
pertinent information concerning the: transaction. In addition, ‘you agree to send us a copy of any
contract, agreement, memorandum of sale, deposit receipt, letter of intent and the like, concerning
the: proposed transfer as soon as it'is signed. You also agree to inform us; promptly of any changes in
the terms of the proposed transfer priort0:its completion.

(b) After we receive all of the information and documents that we need concerning
the proposed transfer, we will have 14 days within whichi to advise you whether we want to have the

" interest proposed to- be transferred assigned to us on the same tertiis and conditions. However, we

have the right to substitute eqmvalent cash for any noncash consideration that has been accepted

(©) If we decide to purchase the interest proposed to be transferred, the transferor or
transferors must cooperate with us to complete the transfér as: agreed. However, we can extend the
date: for the completion of the transfer for-up to 30 days beyond the date originally scheduled for the
closing in order to allow the completion of the transaction in a manner more convenient to us.

(d) After we notify you that we have decided not to purchase-the concerned interest,
or following the time within which we could have exercised our right of first refusal, if'there are any
material changes in the terms of the proposed transfer; you agree to notify us:in writing promiptly of
those changes. We will have 10 days after we receive that notice within which to decide whether to
purchase the interest be1ng transferred on.the revised terms and conditions. “Material changes” are
those that may reasonably tend to influence us in making our decision whether to-exercise our right
of first.refusal.
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~ (e) If the: proposed transfer is not completed for any reason within 60 days after we
notify you that we have decided not to purchase the interest proposed to be transferred, or if we
have not given you that notice within the time required, a new right of first refusal begins as to that.

_ transaction as well as to-any subsequent proposed transfers.

(f) If the proposed. transfer involves more than 50% of the ownership of this

franchise or of any entity that owns a majority interest in this franchise and we want to purchase the

interest or interests being transferred, we have the right to require those who would hold the
resultmg mmorlty interests to transfer'their interests to us at a price proportlonate to the: pnce we are
paying for the majority interest that we are buying. We will purchase-the minority interest at the
time and in the manner that we complete the: purchase of the majonty interest. At any time at our |

~ request, you agree to have all minority owners sign a document: agreemg to our: rlght to make: such:a

purchase.

(g) If we decide not to purchase: the interest proposed to be transferred, the transfer

can be completed on the terms and conditions proposed but only after we have approved the

transferee, the terms of the ttansfer and the transferor and transferee have satisfied all of the: other
transfer requirements of this Section 15. :

15.19 (a) Aninferest in this franchise istransferable by will or by infestate succession upon

" the death of the owner of that interest. Also transferable by will or by intestate succession is any

interest the-owner may have in any entity that owns:any interest in this franchise.

. (b) If-the-owner of any interest in this franchise or in any entity with any interest in
this franchise is determined by a court.of competent jurisdiction to be legally incompetent, his or her
court-appomted guardian can transfer this franchlse orthe concerned interest.

(¢). A transfer because of death or legal mcompetence is subject to all of the

" conditions and reqmrements concerning transfers described in this Section 15. As such, among

other things, prior to the transfer we must approve the potential transferee, and, if the appropriate

- conditions apply, the transferee must satisfactorily complete our training course, the transfer fee

described above must be paid, the transferee must sign an updated Franchise Agreement and our
right of first refusal applies. -

15.20 (a) If we do not approve a potentlal transferee by will or intestate successmn who.
would otherwise take this ffanchise or an interest in any eitity owning any interest in this franchise,

" the concerned éstate can sell this franchise or the concerned interest to a transferee acceptable to us

within 6 months after the 'appoihtmem' of the estate’s executor, administrator -or personal
reptesentative. If an approved transfer of this franchise is'not completed within the 6 month period,
we have the right to terminate this Agreement.

(b) Durmg any period followmg the death or incapacity of an owner of' thls franchise
or an owning entity, ‘the operator of the business. must continue to comply with the terms of this
Agreement and must run the réstaurant as this Agreement requires. This comphance is not excused

" or reduced because of the:concerned death ot mcapac1ty
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1521 (a) If in our reasonable judgment, the restaurant is not being operated in accordance
with this Agreement. during any petiod following the death or incapacity of an owner; we can, but
are not obligated to, take over the operation of the restaurant for the account of the ownet’s estate
and can deduct.from the proceeds of the restaurant’s operatlon,, including the payment of wages and
any other expenditures requlred by law; any amounts we-incur'in the operation of‘the business.. This
includes any transportation, lodging, living expense, salari¢s and benefits of those we employ to
operate the réstaurant during this period. :

(b) If we do take over the operation of the restaurant under these circumstances, ‘we

" can discontinue our operation of'the restaurant at any time and turn it back to the concerned estate’s

personal répresentative.

(¢) Our operation of the restaurant will not forgive any violation of this Agreement
occurring before or aﬂe_r the period during which we operate the restaurant..

(d) You agree that we will not be liable for any losses occurring during any period

 that we operate the restaurant unless we are guilty of gross negligence or willful misconduct.

1522 (a) If an owner of this: franchise or of any entity with. an ownership interest in this
franchise is ordered, or if that owner agrees; to transfer all or any'part of the owner’s interest in this
franchise, the concerned entity or in a substantial portion of*the: assets used in the restaurant; to the
owner s spouse, domestic partner or their equivalent, that.order will constitute.a proposed transfer of
this franchise and will cause the. transfer to be sub_]ect to all of the terms and conditions concerring
transfers described in this Section 15.

(b) If we approve the transférand the person to whom the transfer is béing made has
completed all necessary training, has been active in the operation of the restaurant and the restaurant
has beén in compliance with this. Agreement for at least one year prior to. the transfer, we will not
require the. transferee to complete further training nor will we charge a fee in connection with the
transfer. However, the transferee must reimburse us for any costs we incur in connection with the
transfer, including an allowance for the time of our employees, such as in visiting the réstaurant to
confiim compliance with this Agreement. All of the other. conditions concemning a transfer set forth
in this Section 15 will apply in these circumstances except our right of first-refusal if the proposed

" transferee has been active in the operation of the business :for a reasonable period prior to the

transfer.

©) If we do not approve the transfer, we have the right to terminate this Agreement
and also have the right to purchase some or all of the physical assets of the restaurant at their fair

" market value ds described in Section 16.08 below:

16 Defaults, Cures, Ternﬂinati(’)n and Remedies.

16.01 In addition to any other provisions of this Agreement that give us. the right to
terminate this Agreement without an opportunity for you to cure a default, we can terminate this
Agreement without giving you notice oran‘opportunity to correct thé:coneerned condition.of default
under any of the: followmg,clrcumstances -
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(a) If you or any entity with any interest in this franchise is declared bankrupt or
judicially determinied to. be insolvent, if all or a substantial part of your restaurant
assets or propetty or. that of the concerned entity is assigned t6 of for the benefit of
any, creditor or creditors or if you or the concerned entity ‘admit an inability to pay
debts as they become due;

(b) If we mutually agree in writing fo ferminate this Agreement;

(c) If you or the owner of any interest in any entity that owns any interest in this
franchise: has made a material misrepresentation relating to the acquisition of this
franchise or if you or' any such owner engages in conduct that reflects upon the
operation. ‘and/or reputation. of Sweethoney Dessert rtestaurants in a materially
adverse manner; " :

(d) If you fail to comiply with any material federal, state or local law or regulation
applicable to the opération of your restaurant and fail to.clire the violation within the
time period allowed for. the cure following notice of the violation;

materlal prov1s1ons of this. Agreement even if the defaults are cured thhm the time
periods allowed in the notices;

(f) If your réstaurant, this Agreement or a:material portion of your restaurant property is
seized; taken over-or foreclosed by a government official in the exercise of his or her
duties or 'seized, taken over or foreclosed by a creditor; lienholder or anyone else,
whether by foreclosure, attachment or otherwise and the property is not restored to
you or the concerned entity within 5 days of the foreclosure, attachrient, execution
or seizure or if‘any judgment against you or the concerned entity remains unsatisfied
for-at least 30 days unless an.appropriate appeal bond has been filed;

(g) If you or any partner, officer, director, shareholder, member or owner of any entity
that owns any interest in this franchise is convicted of a feélony of ‘any type or any
other criminal misconduct that is relevant to or reflects adversely .on Sweethoney
Dessert restaurants;

th) If : you fail to pay any fees, charges of .othér amounts due to us or to any of our
affiliates when' they are due, but inany event within 5 days after receiving notice that
such fees, charges or other amounts are past.due;

(i) If we make a reasonable determination that continued operation of your restaurant
will result in an imminent danger to public health or safety;

() If you fail to maintain the insurance coverage required by this Agreement or do. not
provide us with the required certificates of insurance within 5 days after notice of
that failure;

&) If you abandon your restaurant by falhng to operate it for 5 consecutxve days during
which you are required by this: Agreement to keep the restaurant in operation or if
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you fail to operate it for any lesser period after which undér the facts and
circumstances it is not unreasonable fot s to conclude that you do not intend to
continue its operation unless that failure is caused by fire, flood, earthquake or Gther'
similar cause beyond your control but not because of your inability to operate the:
business, whether financial or otherwise, or if at any time you expresses an
unwillingness or inability to go forward with any of your obligations under this
Agreement or

M If you disclose or use any .of our trade secrets, .other propnetary mformatlon or
‘intellectual property- except as permitted by this, Agreement.

16.02 . (a) In addition to the grounds for immediate. termination set forth in Sectlon 16.01
above, we can, in our sole and absolute discretion, terminate this Agreement immediately if you
violate any other agreement between us or any -agreement between you and any of our affiliates,
including any other Franchise Agreement between us and that violation is not cured within the time
period allowed by the concerned agreement. '

(b) If your right to occupy your restaurant p premlses is lost because of your default
under your lease, we can terminate this Agreement. without giving you the right to seek a new
location.

(c) If the term of your lease expires, orif your right to possession of your restavirant
premises. is otherwise lost without you being at fault, we will not terminate this Agreement as long
as you relocate and ‘reopen your Sweethoney Dessert restaurant at a location and under occupancy
. terms we find acceptable within 90" days from the date on which ‘your prior lease terminated. The
provisions of Sections S and 6 above and the. other provisions of this Agreement, apply to the
relocation of your Sweethoriey Dessert restaurant including the payment of our relocation fee.

. (d) If this Agreement is terminated because you are unable to relocate your
restaurant but we are sitisfied. that you have made a good faith effort to relocate and have not
refused to accept any new site that we have found for you, the termination of this Agreement will
not be deemed to be a termination because of a default and the liquidated damages provisions of
. subsection 16.13 of this: Agreement will not apply.

16.03 (a) If you have committed a violation of this Agreement.and that violation does not
result in the immediateé termination of ‘this Agreement, you must correct the default to our
reasonable satisfaction within 20 days after we give you notice of the condition that constitutes the
Violation and the corrective action that you must take in order fo cure the default, if any corrective
action is possible. If the violation is something that can be corrected within a reasonable tine, and
more than 20 days arereasonably required to cure the violation, we will give you the additional time
. that we feel is reasonably | necessary to cure-the default. However, you agree to start your corrective
action within the 20 day period and proceed with the:cure diligently to its completion.

(b) If you ‘do not correct a default under this Agreement within any time penod
allowed for its cure, we can terminate. this Agreement by giving you a notice of termination sent in
accordance with Section 20 below: The. termination. 'will be effective at the time described in
Section 20 whether or not you actually receive the notice:
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(c) If applicable law requires that we give you more than 20 déys to cure the default,
you will have the time required by law within which to correct the default. See the State-Specific
Addendum below for the details.of any such requirements.

16 04 If we dec1de not, to enforce or are prevented by 1aw from enforcfng, any of the

16.03 will apply to the concerned default

16,05 If you maintain that we have committed a violation of a material term of this
Agreement, you agree 10 give us wntten notice of the claithed default. 'We must correct any actual
default within 20 days after you have given us notice: of the condition that constitutes the violation,
If the default is of such a nature that more than 20 days are feasonably required to cure the violation,
we will have the additional time that is feasonably necessary to cure the default. Howevér, we agree
" to start our correctivé action within the 20 day period and proceed with the cure diligently to its

completion. If we do not cure the default within the designated time: period, you can pursue all
. tights.allowed to you by applicable law. .

16.06 (a) Upon the termination.of this Agreement for any reason, including its expiration at
the-end of its term, you must, without delay:;

i) Bring all accounts with us and our affiliates current;

(ii) Stop using our trade names, trademarks,’ service marks, logotypes,
commercial symbols, trade. dress, designs, patents, cepynghted
items, recipes, proprietary techniqués, confidential information, trade
secrets, proprietary material and othér intellectual property; '

(iii) If we have notified you that we do not intend to purchase the
restaurant from you as described in Section 16,08 below; discontinue-
the use of any color schemes,. intérior .and exterior decoration, signs,
displays, marketing and promotional material and all other items that
are distinctive to Sweefhoney Dessert restaurants and redecorate the
restaurant so that it. will be distinctly different from a Sweethoney
Dessert restaurant. In this regard, at our direction you agree to
remove at your own cost and expense all furniture, décor, equipment,
trade fixtures and other ‘items, reasonably associated ‘with
Sweethoney Dessert testaurants. You also agree not to use any
furniture, fixtures; décor, recipes; uniforms, menus or other items
identifiable with Sweethoney Dessert restaurants;

~(iv) At your expensef send us dll of our manuals and all other material
that you obtained. from or through us or that you feceived by virtue of
bemg a.Sweethoney Dessert franchiseg; :

(v) Obtain a new telephone listing and telephione number and, at our
election and in the manner we ispecify, assign your previous
telephone: hstmg and telephone number; as well as all Internet-related.
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addresses and other items to us of to any other person or entity ‘we
designate; .

(vi) Cancel any fictitious business name or equivalent registrations. and.
all listings indicating that you are in any ‘way affiliated with
Sweethoney‘ Dessert'r'esfaurantS' and

(vii) Notify all of your suppliers, customers, uuhtles landlozds, creditors
and concerned others, including: those with which 'you have placed’
advertisements, that you are no longer affiliated with Sweethoney
Dessert restaurants, '

7 (b) You.also agiée not to identify yourself, any entity that owned any interest in this
franchise, and any present or future business in which you .may have an interest, as having been
associated with Sweethoney Dessert restaurants. This provision will not prevent you from
- responding honestly to inquiries about your employment history but, rather, is intended to prevent

you frem indicating your former affiliation with us to the-public. :

16.07 (a) Until you.have completed all of the duties described in Section 16.06 above, you
agree to pay us oni a monthly basis an amount equal to the monthly -average of the royalty and
Marketing Fund fees you were required to pay over the 12:month period just ptior to the termination
or expiration of this Agreement. This obligation does not’ permit you to continue to use our names,
marks, trade dress, restaurant format, manuals, recipes, intellectual property or proprietary material
or, information or to carry any merchandise which is 1dent1ﬁed in any way with. Sweethoney Dessert
restaurants.,

(b) In addition to the amounts due under subsection 16.07(a), if you do not return
our manuals aiid. other materials-within 10 days of the termination or expiration of this: Agreement,
you agree to pay us $50.00. per day for each item you have not returned until all such items are
returned to us. If you have not returned our material after 30 days. following the end of this
Agreerient, you agree to pay us immediately upon the coriclusion of the 30 day period. $500.00 per
item per day. Even if you pay any or all of these amounts, you are not allowed to disclose the
contents of our manuals and other proprietary material to third parties or to use them for any
. purpose since our manuals .and materials constitute. our trade secrets and have their own value
independent of our franchlse and the operation of our réstaurants.

16,08 (a) Upon the termination of this Agreement for any reason; mcludmg its expiration at
the end of 'its term, we have the right to purchase from you any or all équipment, decor, furniture,
fixtlres and any or all other tangible property used in the operation of your Sweethoney Dessert

restaurant. If we so choose; you agree to sell us your entire Sweethoney Dessert restaurant and

‘assign us your rlght to oecupy the restaurant’s premises.

(b) We: will pay you the: fair market value of the assets We purchase from you. The

fair market value of thie items is fo be determined as of the date this Agreement came te. an end
without any allowance for any claimed going business value, goodwill or any other intangible: asset
and without consideration that the restaurant is or was a.Sweethoney Dessert restaurant.
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(€) We will notify you whether we will purchase some or all of the. assets of ‘your
Sweethoney Dessert restaurant during the period from 60 days before. to. 30 days after the
termination, cancellation, expiration or nonrenewal of this Agreement. If we give you this notice,
you agree to meet. with us promptly to try 10 agree on the fair market value of the assets we propose
to purchase

(d) If we carinot agree on the fair market value of the assets we propose to purchase
‘within 20 days after'we give you riotice of our desire to purchase those assets, we each must.appoint
a professional business appraiser each of whom will separately determine the fair market ‘vahie of
~ the concerned assets. The appraisers ‘will be instructed to make and deliver their appraisals to us
both- within 20 days of their appointment, If we cannot agree on the: fait market value of the.
" concerned assets within 10 days of the délivery of the appraisals, the two appraisers will be
instructed-to appeint a third party arbitrator-who will be instructed to pick within 20 days after his or
;" her appointment which of the appraisals he or she deems to be closest to the fair market value of the
concerned assets and that value shall then be the purchase price of the assets. The arbitrator cafi
hold such hearings as he: ot she may determine to assist at arriving at a decision. Each of us ‘will
‘bear the cost of our own appraiser, aftorneys and expert witnesses and shall divide equally the cost.
of the third party arbitrator and any expert witnesses called exclusively by the third patty arbitrator,
If either of us fails to appoint an appraiser within the required time period, the determination of fair
market value by the single appointed appraiser shall be the purchase priee.

, (e) Once the fair market value of the asséts we propose to purchase has been
determined, either by agreement oras set forth in subsection.(d) above, we each agree to enter into a
standard purchase and sale of assets agreement ‘within 10 days after thé purchase price has been
determined. If we have not entered into such an agreement within 20 days after the purchase. price.
is determined, the terms of the agreement can be determined by the Superior Court of California for
the County of Alameda.and will be deemed complete and binding as of the date specified by the
court. whether or not the agreement is signed by either or both of ts. Unless we mutually agree
otherwise, ‘we will have the right to allocate the purchase price among the assets we purchase. and

Cwill pay any resulting sales tax on the'transaction. We will divide equally any costs imposed by the

court in connection with the court proceeding; any escrow fees and any costs related to searching for

liens and encumbrances on the assets we are purchasing, including those on the real propeity on
which your restaurant is located if we are taking over the occupancy of the premises. You will be
responsiblé for prompt compliance ‘with any applicable bulk sale, or equivalent, law. and ‘will bear
the costs of that compliance. Each side will bear its own attorneys’ and expert. witness, fees in' the

determining the terms of the-purchase and sale/transaction. '

(t) Transfer of the assets we purchase will occur not later than 20 days affer the
purchase and sale agreement is completed or upon. completion of compliance with any applicable
bulk sale law unless the purchase and.sale agreement states otherwise. ~

, (g) Unless we- otherwise agree in writing, our election to purchase some o all of the
assets of your restaurant and the purchaseprocedure set forth above, will:not extend the term of this
Agreement, will not waive or-cure any default that-has resulted in the-termination of this Agreemerit,
nor will it extend any period within which you have had the opportunity to correct any condition of

* default.
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(h) If we elect to purchase any or all of the physical assets of your restaurant as

- described above, we will pay you the purchase price for-those assets in a lump sum at the closing of
" the transaction. We can reduce the purchase price by ahy amounts you owe us, our licensor or any

of our afﬁhates and any of your indebtedness that we assume.as part of the purchase price.

16.09. (a) Upon the termination of this Agreement for any reason, including its expiration at
the end of its term, we have the option to have you assign yourlease to us. If we-do s0, you will not.
be entitled to any-compensation on account of thetransfer:

(b) If we require an assignment of the lease, you agree promptly to bring the

' restaurant premises into full compliance with the requirements of the lease and ‘with all laws,

statutes, ordinances, rules, regulations, orders and ‘the like, apphcable to the premises. You also
agree to. bring all accounts with and other obligations 1o, the lessor; sublessor, etc. current as of the
date on whlch we take over the premises.

(c) If we assume the lease, you agree to indemnify us against all losses and costs
attributable to the period of your possession of the premises. Following our taking over possession
of the premises, we. agree to indemnify you against all losses and costs attributable to the period of

" our'possession of the premises, except to the extent that any of those losses or costs are the result of

any of your actions or inactions.

(d) If we are notified by the lessor; sublessor, etc. -any time after we take over the
lease that you have overpaid any costs.or expenseés aftributable to your period of occupancy, we will

. refund those amounts to you to the extent that we have gained the benefit of those oveipayments,

such as by receiving credits for future payments we are; required to make under the lease. To the
extent you have underpaid any costs or. expenses attributable to-your penod of occupancy, you agree

" to pay us those amounts promptly upon being notified of the basis for owing thérn and the amounit

due.

16.10. :In addition to the remediés set forth.in this. Agreement, in the event of your default,
we will have all other remedies 'available.to us 4t law or in equity: :

16.11 Any creation or increase in the value of any goodwill associated with the
trademarks, service murks, logotypes, symbols and.any other intellectual property we have licensed-

' to you that you claim resulted from your operation of the restaurant belongs to us :and you hereby:

assign. any such increase to us without cost. Therefore, upon the termination, nonrenewal or
expiration of this Agreement for any reason, no payment is due to you on account of any goodwill,
going business value, lost equity or for any other intangible assets claimed to have resulted from
your operation or ownershlp of the restarant or otherwise:

A 16.12 Al of the provisions of this Agreement that apply by their tefms. or by implication
after this Agreement ends will survive the termination or expiration of this Agreement.

16.13 (a) If this Agreement is terminated because you default, we will lose your royalty
and Meérketing Fund fees as well as the goodwill we would have received from your operation of
the restaurant before the scheduled expiration of this Agreement. Therefore, since the extent. of the
actual loss to us. that will occur for these reasons will be extremely difficult to determine, if this
Agreement is terminated because you default, you agree pay to-us in equal monthly installments an
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amount equal to the monthly royalty and Marketing Fund fees that would have become due
following the termination of this: Agreement as defined below. The monthly payments shall begin
on the first day of the month following the month durihg which this Agreement was terminated and
shall continue until we have established another company-owned or franchised Sweethoney Dessert
restaurant within your protected territory.

(b) The térim "the monthly royalty and Marketing Fund fees that would have become
due" means an amount determined by taking your :gross. receipts for the 12 months immediately
before the daté of termination, applying the royalty and Marketing Fund fee rates called for by this
Agreement to your gross receipts and dividing that number by 12. If your Sweethoney Dessert
restaurant has been open less than .12 months prior to the termination of this Agreement, the actual
gross receipts of the restaurant for the time: it was open, annualized -as appropriate, is to be used in
the concerned calculation.

(©) Iff this Agréement is terminated because you default before your restaurant opens

for business, we can use the gross receipts of a restaurant we reasonably conisider to be equivalent to
your restaurant as thej basis for the foregoing calculation.

16.14 After you have satisfied all of your payment and. -performance requirements
followmg the termination or expiration of this Agreement, we both agrée to sign a mutual release-
that will relieve us ‘both from further liability to each other- except. for the continuing obligations
described in this Agreement that apply followmg the termination or expiration of this Agreement,

" suchi as your promise not to.use or reveal our trade secrets and your agreement not to-compete with
Sweethoney Dessert restaurants. for the period and in the areas described in Section 17 below.

17. Covenaits Not to Compete.

17.01 You agree that as long as this Agreement is in éffect you will not be an owner,
employee, consultant, officer; director, shareholder, membyer, partner or otherwise participate in or
own a business or any inferest in- any. entity that owns a business at any location a principal activity

¢ of which is the sale of items similar to those sold in Sweethoney Dessert restaurants.

17.02" (a) Except as othervnse provided in this Agreement, you agree that for 2 years
following the expitation, termination, nonrenewal or transfer of this. Agréement you will not be an
owner, employee, consultant, officer, direcfor, shareholder, member, partner or-otherwise participate
in or own a business or any interest in any entity that.owns.a business a principal activity of which is
the sale of non-generic items of a type similar to those provided by Sweethoney. Dessert'restaurants
within the area that was granted to you.as @ protected territory or within 5 miles of any Sweethoney

' Dessert restaurant then existing-or one that is under construction.

(b) The foregoing prohibition will not apply to yourpassive ownership of 5% or less
of the:shiares in a public corpotation regardless.of the nature of its business.

17.03 You agree that at no time will you or any persor or entity over whorm or which you
have control make any  unauthorized disclosure or use of our trade secrets, intellectual property or

other propnetary material, including the contents of our manuals, any financial information
* concerning any Sweethoney Dessert testaurant: or the' Sweethoney Dessert system, and any other
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proprietary information which you obtained from or through us or in connectlon ‘with the operation

. of'your:Sweethoney Dessert restaurant,

17.04 You agree not to attempt to persuade or induce any of our employees, the employees
of our licensor, those of our affiliates or the employees of any other Sweethoney Dessert franchisee
to leave their employment during the term of this Agreement, any renewals or eéxtensions hereof and
within one year thereafter.

17.05 You agree that the foregoing covenants survive the expiration, termination,

. nonténewal or transfer of this Agreement and that they will apply whether this Agreement

terminated at the end of its term, by the default.of elther party or for any other 1 teason.

17‘.,’.06" If a ¢court or arbitration tribunal determines that the foregoing.covenant's cannot be.
enforced as written in, the jurisdiction in which your restaurant is located, the court or arbitration
tribunal is hereby authorized to: alter the terms of the covenants toi the extent required to permit the
covenants to be enforced to the greatest extent possible in the concerned jurisdiction. -

. 18. Dispute Resolution

- Mediation

18.01(a) If there is ever a. dispute or claim between us related. to this Agreement, its
inducement or ‘its breach, except: these involving the validity .or infringement of our tradénames,
trademarks, trade secrets, intellectual property or other proprietary property, before taking any
further action the parties agree to refer the matter to. mediation pursuant to-the rules of JAMS at its
office in or'nearest to the city in which out main business office is located at-the timie. You agree to -

" attend or'to have a member of your senior management attend the mediation on your behalf. You

agree that the person who attends the mediation will have the authority to settle the dispute on your
behalf

(b) Unless we both agree otherwise at the time, the mediation will be limited to one
day with the costs of the mediation divided equally between us. If any party that is required to
attend the mediation refuses to attend and part1c1pate in good faith, that party will be responsible for
the costs incurred by the other party or parties in connection with the mediation, including the costs

* of any action to compel aftendance at-a subsequent mediation, reasonable attorneys’ fees; mediation

charges for the original and subsequent mediation, travel and living costs and so forth.

(c) We both agree that no legal or other action will be filed, except as perrmtted
below; prior to the completion of the foregoing, process unless a party refuses to participate in the:
‘mediation process. If a party does refuse to participate in the mediation, either expressly or by any
other action or'inaction, that party agrees not.to bring an action of any type on his, her or its claims

* until after it gives at least 14 days prior ‘written netice to the other party-of his, her or its intent. to
" bring such an action in order to permit the other party or partles to seek to enforce the mediation

provisions set forth above.

Jurisdiction and Venue
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18.02 (a) We both agree that thevenue for any dispuite resolution proceedings involving this
Agreement, our relationship, your Sweethoney Dessert business or any related transactions,
including the inducement and/or execution of this Agreement, the performance of any party to this
Agreement or lack thereof, the inducement and/or execution of any other agfeement between us or
the performance or any party to such other agreement or lackthereof or any action involving anyone
owing us-a duty by virtue of this franchise will be in the county ini which our main business office is
. located at the time such actiori is instituted. You agree to submit to the jurisdiction of‘the courts
located in that county. You agree that any: process issued by those courts will be effective when
delivered to you. as though you were present in. that county at the time of delivery. If service of
process cannot be made on any party after commercially reasonable efforts are made to do o,
service may be.made by-notice of other similar niethod as.allewed by applicable law.

(b) Any action coricerning the validity or infringement of Gur Marks may be. brought
only in the federal court serving the district in which our main business office is located at the time
. of the-action if its jurisdictional requiremerits-are otherwise met.

Attorneys’ Fees and Costs

18.03 In the eventany party to this Agreement.files a.legal action against the other party ot
parties concerning the inducement, execution, breach, c¢ompliance with or enforcement of or
otherwise related to this Agreement, our Marks or our franchise relationship, the court or; if
arbitration is later agreed to, the arbitrator, may designate one: or more of the parties as the
. “prevailing party”.- 1f the court or arbitrator does so, the court. or arbitrator shall award the

prevaulmg party its réasonable attorneys’ fees, expert witnesses’ fees and. court costs in the. matter
and, in the case of ‘an arbitration award, reimbursement of the prevailing party’s share of the costs
imposed by the arbitration adiiinistrator and the arbitrator. '

Limitations on.Damages and Time Limit on Filing Actions

. 18.04 We both agree:that:
(a) Neither party shall be entitled to punitive or exemplary:damages from the:other;

(b) Any claim either of us may have against therother-will expire one-year from the
date that the-claim arises unless thfough the exercise-of reasonable diligence the complainingparty
could not have learned of the claim in which case the one-year period will begin when the
complaining’ party learns of the-claim, orthrough the use of reasonable diligence could have learned
of the claim, but, in any event, the claim shall expire at the conclusion of any statutory statute of
limitations that would.otherwise -apply even if the basis forthe claim has'riot yet been discovered.

No Class Actions

18.05 No class action shall be filed based on claims for which class action certification
would otherwise be: possible.
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19. Modification of This Agreement.

19.01 Thrs Agreement can be' modified only by a written agreement signed by the parties
to this.Agreement.

19.02 We can modify our manuals, our operating procedures and all other aspects of the
Sweethoney Dessert system, whether those manuals,- procedures or aspects now exist or are
developed ata later trme You agree to adhere to any such changes at such times and in the manner

"+ 20. thices ;and.Appmvals“.

20.01 (@) In order to beseffective, all notices; approvals and consents required by this.
Agreement or related to it must be in writing. By giving a facsimile nuniber and or an electronic
mail address to the other party, the party providing that number or address agrees that notices,
approvals and consents can be transmitted fo them electronically as long as the methiod of electronic.
communication creates a record that can be retained, retrieved and revrewed by the recipient and
can be dlrectly reéproduced on paper through an automated process

(b) Notices, approvals and consents shall be: deemed to have been received by the

_addressee at the earlier of when delivered to the addressee, when an acknowledgment of receipt is

signed by the addressee or an agent of the addressee, the next weekday when sent to. the addressee

by facsimile transmission or by electronic mail, the next weekday after deposit with a recogtiized

overmght express.delivery service or 4 days after the depositin the:United Stateés mail, when sent by

certified mail, postage prepaid and properly addressed to the party to: whom or which the notice is
being sent.

(c) All notices of default must be sent by hard copy via United States certified mail, .
‘postage prepaid and properly addtessed to the party to whom or ‘which the notice is being sent or by
* means of a recognized overnight eXpress. delivery service which can provide proof of receipt even: if
those notices have also been sent in a manner described in subsection 20.01(b) above. The notices
of default will be effective when receipt is acknowledged as described in siibsection 20.01(b) or
when delivéry is accomplished when sent as described in this subsection (c), whichever occurs
earlier, If no acknowledgement is signed or delivery of ‘the hard copy is refused or cannot be
- ;accomplished; the notice will be effective when delivery is attempted when sent as described:in this
. subsection (c). '

20.02 For purposés of notices, approvals, consents, payments, receipts or other
communications; the parties-designate the addresses listed at the beginning of this Agreement.

20.03 Any party can change his, her or its address by giving; written notice-of the change to
the other. party as provided above:

21.  Consumer Price Index Adjustment.

21.01 Whenever in this Agreement any charge, fee or other payment is to be adjusted by
the: Consumer Price Index (“the Index”), that adjustment will be based upon any increase between
the date of this Agreement or stich other time as may: be set forth in the provision requiring the
adjustment and the:date on which the concerned payment is due'in the Consumer Price Index for All
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Urban Consumers; (base year 1982- 84—100) for San Francisco-Oakland-San Jose, California,

* published by the United States Department of Labor, Bureau of Labor Statistics, most unmechately

preceding-the conceined dates.

| 21.02 In no case will any adjustment oe‘curringv by virtue of this Section 21 result in the -
charge, fee or other payment that is tsu'bj ect to adjustment being adjusted below its original amount.

area. dlffers from, that in eﬂ‘ect on the date of th1s Agreement the Index shall be converted in
accordance with the conversion factor published by the United. States Department of Labor, Bureau
of Labor Statistics. If the Index is discontinued or revised during the term of this Agreement,
including any extensions or renewals: hereof, such other government index or computation with
which it'is replaced:shall be-used in-order to obtain substantially the same result-as would have been
obtained Had the Index not'been discontimied or revised.

+ 22. Heirs, Successors and Assigns.,

22.01 This Agreement is bmdmg on and inures to the benefit of the parties ‘and their heirs,
successors, representatives and assigns except to the extent and only on the conditions and in the
manner more specifically set forth elsewhere in this Agreement, including the transfer requirements
of Section 15 above,

23. Waivers,

23.01 The failure by either party to enforce any right that he, she or it may have or to
declare any- default: by the other party shall not be deemed to be a waiver or abandonment of that
right or default unless the concerned right or-default is waived by a written document 31gned by the
party who is'waiving the right or defauit.

23.02 The waiver of any ﬁght or.default in. one iristance shall not be deemed to be a
corntinuing waiver of the concerned. right or default or a waiver of the concerned. right or-default, or

_any other right or défault, in any other instance.

23.03 The acceptance: of money or other perfonnanee by either party shall not constitute a.
‘waiver of ahy right.or default other than the one to which the payment or performance ‘pertains and. -
then only to the extent of the payment or pérfoimance accepted by the other party.

24. Severability.

24.01 The invalidity or unenforceability of any. portion of this Agreement shall not affect

" the validity of any other portion of this Agreement and; unless the stibstantial wperformance of this

Agreement taken as a whole is unpaued by such a finding, this Agreement shall remain in full force
and effect.

24.02 Any invalidity or unenforceability of any portion of this Agreement in any
jurisdiction shall net invalidate:that portion or ariy'other portion in any other jurisdiction.
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25. 'Covenant of Further Assurances.

25 01 Whenever in our sole judgment we decide that it is advisable. to execute any other

and further documents necessary or desirable to carry out the purpeses-of this Agréement, you agree
to execute those documents promptly, ptovided that they do not substantrally alter your rights or
increase; your duties or expenses under this Agreement

25.02 You agree to respond promptly and accurately'to all inquiries from our accountants,
attorneys, auditors, lenders and others we authorize, concerning the status of this Agreement, the
status and.amounts of any accounts between us -and/or any othef matters pertaining to the rights and
 obligations of the:parties to this Agreement. ‘

26. Governing Law.

2601 (e) This Agreement and its interpretation shall be governed by the laws of the state
of 'Califerrﬁa.exeept; for the noncompetition provisions of Section 17 which shall be governed. by tlie
laws of the state where your Sweethoney Dessert restaurant is located. .

(b) Even though California law has been selected for the interpretation of this
' Agreement, if your restaurant is.not located in Califotnia, California's choice of law'and conflicts of
law rules will not apply: You also agree that the-California Franchise Investrment. Law, beginning at
California Corporations. Code Section 31000, the California Franchise Relations Act; beginning at
California Business and Professions Code. Section 20000, as well as the other substantive statutory
law of ‘California dealing with anything other than the interpretation of contracts, whether they riow
-exist or are: ehacted at a later time, will not apply unless their jurisdictional ‘requirements are met
independently and not:merely because of the reference to California law in this Agreement,

26.02 Ifa court or arbitration tribunal of competent jurisdiction determines: that.some orall
of this Agreement must be governed by the laws of a state other-than the state or states described in
subsection 26.01(a) above, then the laws of that other state will govern the interpretation of this
Agreement to the-extent required by that court or tribunal.

26.03 If applicable law or regulations. require there to be terms other‘than or in addition to
the terms contained in this Agréement, then the required terms will be: considered to be a part of this
Agreement but only to the extent necessary to prevent the invalidity of this Agreement or any of its
* provisions or to prevent the imposition of.any civil or criminal penalties or liability:

26. 04 To the extent perrmtted by the 'laws of the state Whose laws govern thlS Agreement .

altered 1nvahd or unenforceable in. any respect
27. Counterparts,

27.01 If more than one copy of this Agreement is signed by the partles all of those copies.
taken together will represent only ene agreement.
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28. Headings and Gender:

28.01 The headmgs used in this-Agreement are for conveniénce only and are not to be-used
in construing the provisions of this Agreement.

28.02 As used in this. Agreement; the male or female gender shall include the othet and the
. neuter. The singular'shall include the:plural and the plural shall include the singilar, as appropriate.

29. Miscellaneous.
29.01 Time is of the essence in this Agreement.

29.02. The parties agree that in entering into ‘this Agreement they intend to confer no
beriefit or right on any person or entity not a party to this Agreement except as specified regarding
. our licensor and our affiliates and the personal representatives of a party. Except for the benefits:
extended to those: persons or entities, the: parties agree that no third party shall have any right to
claim any benefit or right as a third party beneficiary under any provision of this Agreement.

29.03 You are not entitled to claim any rights or benefits, including those of a third party
beneficiary, under .any contract, understahding or agreement between ‘us and any other person or
entity unless that .contract, understandmg ot agreement specifically refers to you by narne or to a
class to which you belong; and specifically grants fights or benefits fo you or to the concerned class.

29.04 No fees, charges, royalties, marketing fees or other payments .of any kind you make
to us, or any that are made by someone else for your account, are refundable in whole or in. part
except as may be. otherwise set forth in this Agreement.

_ 29.05 The person or. people signing this Agreement warrant that. they have full power
and authority to enter into this’ Agreeinent, and, if they have signed on behalf of a partnershlp,
limited liability company, corporation. or other entity; that it has been duly organized, is validly
_ existing, is qualified to- do business and is in good standing 1 in the jurisdiction in which it was
formed and, if necessary as a condition of doing business where your restaurant is located, in the
JUI'ISdl,Qtl(;)n where your Sweethoney. Dessert restaurant: will be situated. -

30. Innovations.

30.01 If you or anyone affiliated with you develops; any innovations, inventions,
discoveries, concepts, processes, practlces techniques, procedures, products, services, merchandise.
orideas (cumulatlvely referred to in this Section 30 as “innovations™) related to.Sweethoney Dessert
' restaurants, you agree to advise us-promptly in writing 6f 'rhe innovations.

30.02 Except as otherwise limited by law, all innovations that you, your employees, your
agents or anyone associated with you develop in ‘connection with, ‘or applicable to, Sweethoney
Dessert restaurants are our property:

30.03 It is solely within our complete and absolute discretion whether to authorize the use

and/or dissemination of any innovations and, if we do so, the:manhner of their-use.

Sweethoney Dessert 55 Franchijse Agreement
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30.04 You agree not to ittiplement any innovations until we. authorize you. to do $6 in
writing,

, 30.05 No compensation will be due and payable to you, or to any petson or entity
associated with you, on account of any innovations developed by you or by such person or eritity
whether or not we use, disseminate, authorize or otherwise employ the innovations.

31. Accord and Satisfaction.

31.01 No payment you make, any payment made by anyone for your account. or any
payment t0 any person or entity affiliated with us in‘an amount less than that required to be. paid
~ shall be deemed to be anything except a payment on account regardless of any endorsement to the
' contrary contained on the payment or in any oral 6r written communieation transmitted in
connection with the payment.

31.02 Neither by endorsing nor accepting any check nor by acceptmg any amount from
you, or any amount paid on your behalf, are we bound by a claim that the endorsement or
acceptance. was.an accord-and satisfaction.or other agreement to take less than the:full amount due:

31.03 Payments made: to us, our licensor :and/or our affiliates shall be applied first to any
' late charges and/or interest owing and then to the earliest of the principal amotunts due unless there
is a signed agreement between you and the payee that specifies that the payment is to be applied
otherwise.

31.04 Neither any payment to us, or licensor or our affiliates nor the acceptance: of the
payment shall prejudice or be deemed to be a waiver of our rlght or that of our licensor or affiliates,
to. require full payment and performance of-all of your duties and obligations undet this Agreement

or any ‘other-agréement under-which the concerned obhgatlon arose.

32. Joint and Several Liability.

32 01. If two or more persons, corporatlons partnerships, limited liability comparnies or
other entities, or .any combination of them, sign this. Agreement, the. liability of each is joint and
several.

33. Our Rightito Act.

33.01 If you.fail to perform any duty or obligation required under this Agreement, we- have
the right, but not the obhgatlon to perform that duty or ebligation on your behalf, for your account’
and/or in your name. If we elect to do so, you agree to-pay us immediately all costs and expenses:
we:incurin that performance.

33.02 Al sums required to be paid to us pursuant to Section 33.01 that are not immediately
paid will subject to the late charge set forth in Section 11.04-of this Agreement.

33.03 No performance we undertake on your behalf will be: a waiver or release of any
claims 'we may have against you because of your failure: to petform the concerned duty or
obligation.
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'34. Entire Agreement.

34.01 This Agreement, any signed éxhibits and/or-addenda attached to this Agreement, and
the Franchise Disclosure Document that accompanied this Agreement, contdin the entire
understandmg between us and eticompass all representations on which we both have relied.

34.02 This Agreement supersedes all negotlatlons agreements, representatlons promises,

commitments, inducements, assurances, conditions and covenants between us -whether direct,
" indirect or-implied and whether oral or written, except for those contained in this Agreement, any

signed exhibits or addenda to this Agreement and in the Franchise Disclosure Document
accompanying this Agreement.

34.03 ‘You acknowledge that we have made 1o promises that are not-contained in this
Agreement, any signied exhibits or addenda to this Agreement and the Franchise: Disclosure,
Docurtient that accompanied this Agreement, including premises ot representations concerning your
potential for success, the profitability of your restaurant or, concerning any further or additional

" rights you may have.

34.04 You acknowledge that we have advised you that there can be: no guaranty or
assurance of sales levels, profitability of success in your restaurant and that your ability and
dedication to your Sweethoney: Dessert restaurant business is crucial to your success:

34.05 ‘Except for any additional representations contdined in the Franchisé Disclosure
Document that accompanied this Agreetnent, we both agree that this Agreement and any signed

" exhibits ‘or addenda to this Agreement is intended to be the entire integration of all of our

understandings of every type concerning the matters related to the subject matter of this Agreement,
whether those understandmgs arose before or at the:time-we 51gned this Agreement.

3‘4.‘06 We both agree: that. no agreements, representations, nego_tlatlons? understandings,
promises, commitments, inducements, assurances, terms, conditions or covenants of any kind or-
nature exist between us excépt those. set forth in this Agreement, in any signed exhibits or addenda
to this. Agreement and those contained in the Franchise: Disclosure Document that accormpanied this
Agreement whether pertaining to this Agreement or to any: firture, further or additional rights of the
parties or otherwise. ‘To the extent that there may be any agreements representations, negotiations,
understandings, promises, commitments, inducements; assurances, terms, conditions, covenants, or
the like; not contained in ‘this Agreement, any signed exhibits or addenda to this Agreement or the.
Franchise Disclosure Document accompanying this Agreement, we both agree that they are waived.

347,107" YOU ACKNOWLEDGE THAT WE HAVE ADVISED YOU THAT YOU
MUST INSURE THAT ALL PROMISES AND REPRESENTATIONS FOR PRESENT AND

" FUTURE RESULTS AND RIGHTS, WHETHER ABSOLUTE OR CONTINGENT, ARE

CONTAINED IN THIS AGREEMENT OR IN AN EXHIBIT OR ADDENDUM TO THIS
AGREEMENT SIGNED BY ALL PARTIES TO THIS AGREEMENT OR THEY MAY BE
LOST.

. ‘Sweethoney Dessert, Inc.
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_ Signature

Typed or 'Pj,rihfte‘:dNama

Title

Sweethoney Dessert
6804:000/1266770!1
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Title
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STATE-SPECIFIC ADDENDUM TO
Sweethoney Dessert FRANCHISE AGREEMENT

The following provisions are applicable to franchises in the State of California:

1. Rathier than being due upon the signing of the Franchise Agreement, the initial franchise
, fee is deferred until all of our initial obligations as to your first restaurant are complete and your
restaurant is open for business.

2 California Business and Professions Code Sections 20000 through 20043, the California
Franchise Relations Act, provide rights to franchisees concerning termination, nonrenewal or
transfer of a franchise. If the Franchise Agreement contains a provision that is inconsistent with
the law, the law will control.. ' '

[ 3. The Franchise: Agreement provides for termination upon bankruptcy. This provision
may not be enforceable under federal bankruptcy law. (11 U.S.C.A. Sec..101 et seq.)

7 4. The Franchise Agreement contains .a liquidated damages. clause. Under California
Civil Code Section. 1671 certain liquidated damages clauses are unenforceable.

5. You must sign a general release if you relocate, renew or transfer your franchise.
California Corporations Code Séction 31512 voids a waiver of your rights under the Franchise
_ Investment Law (California Corporations Code Sections 31000 through 31516). Business and
Professions Code Section 20010 voids a waiver of your rights under the Franchise Relations Act
_(Business and Proféssions Code Sections 20000 through:20043).

Dated: ___
Sweethoney Dessert, Inc.
By
Signature Its____ _
A Title
Typed or Printed Name
" 6804.000/1266770.1 : 033018
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EXHIBIT A

to Sweethoney Dessert Franchise. Agreement

Location and Protected Territory

Immediately upon its’ execution by the parties, this Exhibit A becomes a part .of the
Franchise Agreement dated _; between Sweethoney Dessert,

Inc.and _

‘We both agree that the location for your Sweethoney Dessert testaurant is:

Thie protected territory granted in connection with your restaurant is described as follows:

If a map that depicts your protected territory is. attached, and there is a. conflict between the
map and the above-description, the above—descnpﬂon will control.. .

‘This EXHIBIT A is.signéd on.
_ ) Sweethoney Dessert, Inc.
S — By
Signature. Its
Typed or Printed Name
Sweethoney Dessert; Inc. Franchise-Agreement
033018
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EXHIBIT B

to Sweethonéy Dessert Franchise Agreement

Restaurant Opening Schedule

If this Agreement covers more than one Sweethoney Dessert restaurant, you agree to-comply
- with the following Restaurant Operiing Schedule.

Your Development Area is

Ifa map that depicts your D'evelo_pment Area is attachied, and there is a conflict between the.
map.and the above-description, the above-description will control.

Total number of restaurants covered by the Franchise Agreement is

Numbet of restaurants to be open by date indicated:

Date:

| Number

_ Exhibit A fo the Franchise Agreement should be amended, or a new Exhibit. A completed
and signed, for éach:riew restaurant to show the address of the restaurant and its protected territory. -

This. EXHIBIT Bissignedon _

Sweethoney Dessert, Inc.

" Signature: ' Its’
Typed or Printed Name
Sweethoney Dessért, Inc. Franchise Agreément
033018
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EXHIBIT C

to Sweethoney Dessert Franchise Agreement

This EXHIBIT C.is signed on

Licensed Mark

swseruonev‘
EE % ERT ®

Sweethoney Dessert, Inc.
i ‘By
Signature Its,
Typed or ‘:P«'ﬁnted Name.

Sweethoney Dessert, Inc.
6804.000/1266770:1
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EXHIBIT D

to Sweethoney Dessert Franchise Agreement

ADDENDUM TO LEASE AGREEMENT

This, Agreement is. made on _ . ,'20 , by and
between ) . ] : referred to herein
. as "Lessor", referred to. herem as "Lessee",

‘* and Sweethoney Dessert, Inc a‘California corporatron referred to herein as “Franchisor”.

Lessor and ~ Lessee lave entered into a Lease Agreement dated
» ("the lease") so that a Sweethoney Dessert restaurant can be opened

and operated at
(“the premises") pursuant to a Franchise Agreement with Franchisor. As partial consideration for
Franchisor approving the location and lease. for the premises, the parties hereto have agreed to

enter-into this Addendum.

1. (a) In the event that Lessor claims that Lessee is in default under any provision of the

- lease, Lessor agrees. to. notify Franchisor in writing of the claimed default and the ‘time within

which Lessee can cure the default priorto the default resulting in the termination of ‘the lease.

(b) If Lessee fails to cure the claimed default, Lessor agrees to so notify Franchisor in

writing and to allow Franchisor an additional reasonable period of time, which shall not be less
than 15 days; within which to curé the default, if Franchisot elects to ‘do so., If the nature of the
* default is such that more than 15 days are reasonably required to cure the default, Lessor shall

allow Franchisor such additional time‘to cure the default as is reasonably necessary.

2. Both Lessee ;and Lessor agree that at the timmes Franchisor so requests, Lessor will
provide to Franchisor copies of‘all sales reports and any other information Lessor may possess
regarding the premises and the operation of Lessee's business at the premises.

3. (a) If Lessee's Franchise Agreement with Franchlsor expires or is. terminated for any

' reaSon, Lessor agrees that upon the elect1on of Franchisor the lease shall be deemed assigned to
‘_Franchlsor‘ or to such ether entity as may be specified by Franchisor, upon written notice to
‘Lessor. Notwithstandinig any other provisions of the lease, upon the giving of such notice from

Franchisor to Lessor; no additional consent of Lessor or any payment on account of the
assignment to Lessor will be required to perfect the. assrgnment to Franchisor or to the designated.
entity.

(b). The parties hereto agiee that upon Franchisor's election to have the lease

* assumed, whether by Franchisor or by a désignated person or entity, Lessee will be solely

responsible for full performance of the terms of the lease until the effective date of the

. assumption of the lease and that the person or entity to-whom or which the lease is assigned will

be solely respensible-for full performance of the lease after that date.

(c) Lessor agrees that Franchisor, or the person or entity who or which assumes the
lease, will not be responsible for the performance of any duties or responsibilities, including any

" Sweethoney Dessert, Inc. Addendum to Lease Agreement6
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. By.

' payments, arising: during, becoming due during, or attributable to the perlod of Lessée's. tenancy
under the lease.

(d) It is agreed that ne1ther Lessor, Franchisor, nor any person ofr entity whom or

" which may assume the lease, will be-obligated to Lessee in any way because of the a351gnment of

the Igdase to Franchisor or such person or entity pursuant to the terms of this Addendum or
otherwise.

EXECUTED as of the date first written above.

LESSOR LESSEE

FRANCHISOR

-Sweethohey Dessert, Ine.

"~ Its

Sweethoney Déssert, Inc. ’ 3 Addendum to Lease Agreement6
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EXHIBIT E

to Sweethoney Dessert Franchise- Agreement
GENERAL RELEASE

This General Release is made on . ] , by

. heremafter referred to
+ as “Franchisee” in favor of Sweethoney Dessert, Inc., a California corporatlon hereinafter
referred to as “Franchisor”

This General Release is made with reference to the following facts:

A. Franchisor and Franch15ee entered into a Franchlse Agreement. dated
, hereinafter referred to-as “the Franchise Agreement”

B. The Franchise Agreement is for a Sweethoney Dessert restaurant (“the
:restaurant”) located at:

As a condition of the ‘relocati'on/._re,newal/t'ransfer (delete inapplicable words) of ‘the
restautant, Franchisee is requited by the Franchise Agreement to provide Franchiser with this
General Release.

NOW, THEREFORE, in considération for Franchisor allowing the
relocation/renewal/transfer of the restaurant, and for other good and valuable consideration, the.
receipt and sufficiency of which is hereby acknowledged and with the intent to be legally bound
the parties.hereto agree. as follows

1. The facts set forth abeve are:true.

2. Except for fhe obhgations undertaken by Franchisor ln this General Release
of any Kkind and nature whether ansmg out of the: Franchlse Agreement 1ts mducement
execution and performance, the franchise relationship between Franchisee and Franchisor or
otherwise, including, but not limited t6, any and all claims, demands, rights of action, causes,of
action and liability caused by errors, omissions, intentional acts and negligence, of any kind or
character whatsoever, which-Franchisee may now have or claim to have against. Franchisor.
Franchisee understands and agrees. that this release covers all- claims of every kind and nature,
- past and present, known and, unknewn, suspected and unsuspected, except for claims arising
pursuant to obligdtions undertaken under this General Release. Franchisee. expressly waives any"
and all rights or claims under Section 1542 of the California Civil Code, which states:

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

- Sweethoney Dessert, Inc. ' General Release.
6804.000/1266770.1 033018

t—



known by him or kier must have materially affected hts or her settlement with
the.debtor.

) 3. If any legal action, or other action or proceeding, is brought for the enforcement of this

General Release, or because of a dispute, breach, default.or misrepresentatien in connection with
any of-the duties, obligations, covenants, repr,esentatlons warranties, performance, promises or
provisions of this General Release, the party prevailing in that action or proceeding shall be
entitled to recover its reasonable attorneys' fees and .all other costs incurred in that action or
proceeding in addition to any other relief to which that party may be entitled.

4. Franchisee warrants and répresenfs he; she or it, as appropriate, has full power and
_authority to entér into this General Release. Franichisee warrants and represents, that. no third
~ party has any interest or right in any claim, potential claim, right. of action or cause of action
covered by this General Release and. the consent of no third party is required for the effectiveness
of'this General Release.

5. It is agreed that the agreements and undertakings contained in. this General Release
shall be binding upon Franchisee and also upon Franichisee’s heirs, successors, representatives,
and assigns. .

6. Unless prohibited by any applicable law, this General Release shall be construed and
governed by the laws of the state of California. This' General Release does not release any
cldimis the forgiveness of which is specifically prohibited by any applicable law.

7. Should.any provision of this General Release be found to be invalid or unenforceable
under any law which may be found to govern this General Release, that invalidity or
unenforceability shall not affect the validity or enforceability of any other portion of this General
~ Release. and, unless substantial performance of this General Release taken as a whole is
prevented thereby, this General Release shall remain in full force and effect.

- 8. This General Release contains the entire understanding and agreement of the parties
pertaining to -the subject. matter hereof and supersedes all prior and contemporaneous,
negotlatlons inducements, assurances, corditions, ‘agreements, contracts, representations,
promises, commitments, covenants and. understandmgs between them whether direct or implied
and whether oral or written concerning Franchisee’s release. of claims as part of the effected
. relocation, renewal or transfer.

IN' WITNESS WHEREOF, this ‘General Release has been duly executed it as of the date
first written above.

FRANCHISEE

, By

Its

Sweethoney Dessert, Inc., . General Release
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. "Guarantor") whose address is

EXHIBIT F
to Sweethoney Dessert Franchise Agreement
' CONTINUING GUARANTY
(To be used to guaranty the obligations of a corporate or limited liability company franchisee or
" to guaranty the obligations of a franchisee other than the guarantor)

(hereinafter referred to as

, as -a material inducement to and in consideration for
Sweethoney Dessert Iric. (hereinafter referred to as "Franchisor") entering into a Franchise
Agreement ("the Franchise Agréement") with ' 3
(hereinafter referred to as "Franchisee"), dated ] ; unconditionally

guarantees and promises'to and for the benefit of Franchisor, and any other person or entity which is

named herein, that Franchisee will perform faithfully and completely all of the provisions,
obligations and duties that Franchisee has agreed to perform under the Franchise:Agreement and/or

. any other obligations undertaker of to be undertaken by Franchisée in favor of Franchisor and/or

Franchisor's licensor, parent, subsidiary or affiliated persons and/or entities. Guarantor also agrees
to be bound by, the:confidentiality and, noncompetition covenants in the Franchise Agreement.

If Guarantor is more than one person, Guarantor's obligations are joint and several.
Guarantor's obligations, are also independent of Frarichisee's obligations. A separate action may be
brought or prosecuted against any Guarantor whether or not the action is brought er prosecuted

against any other Guarantor or against Franchisee or any or all. of them or whether any other

. Guatantor or Franchisee is.or are joined in the action.

‘Guarantor waives the benefit q’f any statute of limitations or other provision of law which in
any way affects or limits Guarantor's liability under this Guaranty.

The provisions of ‘the: Franchise Agreement or other obligation involving Franchisee may be
changed between Franchisor, or the other concerned. party or entity, and Franchisee at any time. and
in any manner, either by written or oral agreement, by operation of law, by course of conduct or

. otherwise, without the conserit of or notice to Guarantor. This Guaranty shall continue to guaranty*
the performance of Franchisee: under the Franchise Agreement and/or other obligatiori as so

modified without further agreement oract of Guarantor being required.

Assignment by Franchisee or by Franchisor of the Franchise Agreement or other obligation
as permitted in that Agreement or the other obligation. shall not affect this ‘Guaranty as to the
obligations of Franchisee and the obligations of Guarantor hereunder shall carry over to the
transferée of the Franchise Agreement or of the concerned person or entity covered by this

. Guaranty.

This ‘Guaranty shall not be‘aﬂ'e‘eted, nor the obligations of Guarantor hereunder limited in
any way, by Franchisor's, or any other person or entity’s, delay in enforcement or failure to enforce

any of its rights under the Franchise Agreement, other guaranteed obligation or under this Guaranty.

If Franchisee coimmits a breach of the Franchise Agreement or other guaranteed obligation,

‘Franchisor, or any-other person or entity covered by this Guaranty, can proceed immediately against

" Sweethoney Dessert; Inc, . Continuing Guaranty
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Guarantor or Franchisee or both or Franchisor, or other beneficiary of this Guaranty, can énforce
against Guarantor or Franchisee, ‘or both, any rights which Franchisor or such person or entity has
under the Franchise Agreement, other obligation or pursuant to applicable law or both. If the
Franchise Agreement. ot other obligation terminates, Franchisor and/or such other beneficiary can
enforce any nghts it has following such termination against Guarantor, Franchisee or both, without

_ givingptior notice to Guarantor, Franchlsee or either, and/or without making demand on Guarantor,
Franchisee or elther :

Guarantor waives the ﬁghf to 're‘quire Franchisor or o’ther ben‘eﬁ'ciary to Jproceed against
Franchlsor of the other beneﬁcmry holds from Franchlsee Guarantor or -any other source, and/or to
pursue any other femedy available. to Franchisor or the concerned beneﬁmary prior to proceeding
against Guarantor, FranchiSee or either. Guarantor further' waives any defense available ‘to
. Guiarantor, Franchisee or either, by reason of any disability of Franchisee and further waives any.
other defense based on the termination of limitation of Franchisee's liability by reason of any-cause,
event, term or condition including any defense or limitation available by opetation of law.

‘Until all of Franchisee's obligations to Franchisor ot any other beneficiary of the Guaranty
have been satisfied and discharged in full, Guarantor waives any right of subrogation against
Franchisee. Guararitor waives any right. it may have to enforce any remediés. that Franchisor or such
beneficiaty may now have against Franchisee or may have at a later time. ‘Guarantor*further waives
Call »presentments, protests, demands of any type, notices of any type, including notices of ‘protest,
notices of dishonor and notices of acceptance of this Guaranty.  Guarantor waives the foregoing as
to present and/or futiire obligations and specifically waives any and all netices of the existence,
creation ‘or incurring of any new or' additional obligations of Franchisee to Franchisor or any other
concerned beneficiary.

. If Franchisor or other beneficiary seeks to enforce Guarantor's obligations under “this

Guaranty by legal proceedings, and/or by the employment of an attorney or takes any other or
_ additional collection or other actien to enforce his, her or its rights hereunder, Guarantor agrees to
pay to Franchisor and/or the concemed beneficiary all cests incurred by Franchisor :and the
_beneﬁc1ary or beneficiaries in such proceedings, action, and/or employment, including court costs,
costs of suit and attorneys' fees. :

This Guaranty shall be: binding upon Guarantor and each and all of them if more than one
and upon his, her, its or their, successors, representatlves and assigns.

Exe_cuted::at' ' _ on_

Sweethoney Dessert; [ric. . Contfinuing:Guaranty,
6804:000/1266770;1 2 ‘ ' 033018



- Disclosure and Confidentiality Agreement
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DISCLOSURE AND CONFIDENTIALITY AGREEMENT

Sweethoney Dessert, Inc., a California corporation, is willing to disclose fo you certain
data, including trade secret matenal and propriétary information, relating te the site selection,
leasmg, d351gn, construction, operations, and similar information, including allowing you to
* examine our manuals and other materials, concerning Sweethoney Dessert restaurants for your
use i evaluating the purchase of a Sweethoney Dessert franchise,

Your signature below is your agreement on behalf of yourself and any organization or
entity with which you. are or may become associated to hold all such information in confidence,
not to disclose the information to: others and not to use the information for any purpose, whether
commercial or noncommercial, or for the developing or improving of any business or any other
enterprise, without. the prior written consent 'of Sweethoney Dessert, Inc.. You agree that all of
+ the information disclosed to. you is the property of Sweethoney Dessert, Inc. and that its
unauthorized disclosure will cause: Sweethoney Dessert, Inc. irreparable. injiry.

This. Agreement is: effective from ‘the: date written below and is effective as long as there-
are any Sweethoney Dessert restaurants in operation uiiless Sweethoney Dessert, Inc. agrees in
writing that your obligations under this' Agreement, can be terminated sooner or until you become
a’ Sweethoney Dessert franchisee. If you become a Sweethoney Dessert franchisee, your
obhgatzons concerning the trade secret ‘and- propnetary information. of Sweethoney Dessert, Inc.

- ‘will be contained in your Franchise Agreement.

EXECUTED ‘at' . o , California,on ,
Signature | Signature
Signature ; Signature

ACKNOWLEDGMENT OF REVIEW

I/We hereby acknowledge that I/we reviewed thé«above-.despr_ibed manuals to my/our
- satisfaction.on » 20

Sweethoney Dessert, Inc. o
6804.000/12667,70:1 . . . . 033018



Acknowledgment at Closing |

EXHIBITE
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ACKNOWLEDGMENT AT CLOSING

In this document "Franchisee" means

__and "Franchisor" theans Sweethoney

Dessert, Inc.

The execution of documents for the awarding of a Sweettioney Dessert franchise to

' Eranchisee finalizes a. process in which Franchisee: reviews a great deal of information provided

by the Franchiser and. others. Much of this information has a significant imipact upon the
transaction. The information considered by Franchisee serves as the basis upon which
Franchisee makes a decision whether to purchase a franchise.

Franchisee wish‘e's._to .enter into,a Franchise Agreement with Franchisor for a Sweethoney
Dessert, b.,us’in:ess, to be located at.

" In order to: induce Franchisor to enter into a Franchise Agre¢ment with Franchisee, Franchisee

acknowledges that the following statements with regard to the documents, data and other
material described below are true and ate an accurate reflection of the transaction with
Franchisor. If they are not, Franchisee is instructed to insert the correct information. where
appropriate and to initial, and to have Franchisor initial, the ‘changes "

(1) Franchisee received the Eranchise Disclosure Document for prospective
franchisees required by the state in which Franchisee resides and/or in which his
or her business will be operated at least 14 calendar days. prior'to the execution of
any documents or the transfer of any funds by Franchisee or on behalf of
Franchisee.

(2) Franchisee received and reviewed all completed contract documents at least 7
calendar days prior to the execution of those:documents..

(3) Franchisee acknowledges that the success or failure of Franchisee's business
depends primarily upon Franchisee’s business ability, the quality and quantity of
the effort put forth by Franchisee and upon Franchisee's compliance with the-
manuals, requirements, instructions and directives of Franchisor.

(4) ) Franchisee acknowledges that neithér Franchisor nor anyone purporting to
act for Franchisor has made any promisés or representations concerning
Franchisee's businéss, the sales volumes that will be produced by Franchisee's
business, the profits to be made in the business, the likelihood of success of the
franchised business or any othér matter in connection with the proposed franchise
or the franchised business other than those that are set forth in the: Franchise -
Disclosure: Document, the Franchise Agreement and any other signed
amendments. of agreements between Franchisee and Franchisor: If any such
promises have been made, Franchisee is instructed to make sure that they are set
forth in writing in the Franchise Agreement or in an. amendment or exhibit thereto
which is signed by both parties, Franchisor in granting this franchise is relying on
Franchisee to see that all such ‘matters are rediced to writing, are :signecf by
Franchisee and Franchisor and are attached to. the Franchise Agreement. If they
are not, Franchisee hereby waives any such representation, warranty and promise

Sweethoriey Dessert | Acknowledgment at Closing
6804,000/1266770,1 ‘ . S 033018



and agrees that Franchisee will not be able to rely in any way on them and that
Eranchisor-will net be bound by:them.

Nothing in this Acknowledgment at Closing will. alter the law of the. state whose
law governs this transaction., .

IN WITNESS WHEREOF Franchisee has executed t}iis,A'cknowled’g;rnént on

_ Signature - 7 . Si'gnatur’e
Name: _ i Name:
And if an entity:

Title: A Title:

Franchisor acknowledges. Eranchisee's representations and commitments stated above and
based on those assurances, among other things, Franchisor ‘agrees to award Franchisee a
Sweethoney Dessert franchise.

., FRANCHISOR: -
Sweethoney Dessert, Inc.

By:

Name:

 Title:

Sweerthoney-Dessert: 2 : Acknowledgmen't.at'(;losir!g
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RECEIPT

This disclosure docuiment summarizes certain provisions of the franchise agreement and other

.informatfio,n» in plain language. Read this disclosure docuniént and all agreements carefully.

- If Sweethoney Dessert, Inc. offers you a franchise; it must provide this disclosure document to

you 14 calendar days before you sign a binding agreement with, or make a payment to, the
franchisor or an-affiliate in connection with the proposed franchise sale:

- In New York, Sweethoney Dessert, Inc.. must provide you with this disclosure doctment at the

earlier of the first personal meeting or 10 business days before the execution of the Franchise.
Agreement or other agreement or the payment of any consideration that relates to the: franchise’
relationship. ' _ .

If Sweethoney Dessert, Inc. does not deliver this disclosure document on.time orif it cortains a
false or misleading statement or a material omission, a violation of federal law and state law may
have occurred and should be repoited to the Federal Trade Commission, Washington, D.C. 20580

and your state agency.

The franchise seller or sellers with whom you have dealt in connection with this franchise offer
is/are (Please check appropriate name or names):
[ ]Allen Guoliang Yang
[ ]Evonne Vun Ung_

$60-14%28976 Hopkins Street, Suite SO}E

OaklandHayward, CA 9461294545
. (510) 744&-14991_23

The issuance date: of this disclosure document is May-31-2017 nded-JuneMarch 30,
20172 _Q1§ The effective: dates of this document in certaln states are: hsted on the State Effective
Datcs Vp,a,gjc to this disclosure doecument.

I received a disclosure document dated 2
included the following exhibits:
A State Franchise Law Administrators and
Agents for Service of Process ‘

neMarch 3._.0,», 20172018, that

B. Financial Statements
C.  Franchise Agreement :
D ' Nondisclosure and Confidentiality Agreement
E. - Acknowledgment at Closing
Dated:

If an entity; name of entity:

Name:  Name:

If an entity: Title " Title:

‘You may return the signed Receipt by signing, dating and mailing it to Sweethoney Dessert, Inc. at
%@%*Mg Street, Suite-801F, OaklandHayward, CA 9461294545,

Sweethoney-Dessert N Franchise:Disclosure-Dogument
'6804.000/1266770.1 : 033018



RECEIPT

This disclosure document summarizes. ¢ertain ‘provisions of the franchise agreement and other

+ information in plain language. Read this disclosure document and all agreements carefuilly.

If Sweethoney Dessert, Inc. offers you a franchise, it must provide this disclosuré document to
you 14 calendar days. before you sign a binding agreement. with, or make a payment to, the:
franchisor or an affiliate in connection with the proposed franchise sale.

In New York, Sweethoney Dessert, Inc, must provide you with this disclosure document at the

“eatlier-of the first personal meeting or 10 business days before the execution of the Franchise

Agreement or other agreement or the payment of any con31derat10n that relates to the franchise

+ relationship. -

If Sweethoney Dessert, Inc. does not dc’lﬁiyer this;'disglosu;fe document on time or if it contains a
false:or misleading statement or a.material omission, a violation of federal law and state law may
have-occurred and should be: reported to the Federal Trade Commission, Washington, D.C. 20580

and your state agency.

The franchisé seller or sellers with whom you have dealt in.connection w1th this franchise offer
is/are (Please check appropriate name or names):

[ 1AllenGuoliang Yang
[ ]Evenne Vun Ung_
166-14"28976 Hopkins Street, Suite 861F
OaldandHayward, CA 9461294545
(510) :LHLL-J-}OQM

The i issuance date of this disclosure document is May

uneMarch 30,

. 20172018 The effective dates of this document.in certam states are listed on the State Effective

Dates ‘page to this disclosure documeit.
March 3020172018 that

I received a disclosure document. dated Masy-32
mcluded the following exhibits:
B. State Franchise Law Administrators and
© Agents for Service of Process

B. Financial Statements.
C. Franchise Agreement )
D Nondisclosure and Confidentiality Agreement.
E.  Acknowledgment at Closing
Dated:

If an entity, name of entity:

Name: .J Name:

If an entity: Title -’ . ~ Title:,

You may return the signed Recelpt by signing, dating and ma111ng it to SweethoneyDéssert, Inc. at
160-14%28976 Hopkins Street, Suite 861F, OaklandHayward, CA 9461294545.

Sweethoney Dessert. . ' Franchise Disclosure: Document
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