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We offer qualified individuals and entities a frarichise for the right to independently own and operate a
gourmet coffee and tea retail store and café (each, a “Café” or “Sweetwaters Location”) utilizing our
proprietary marks, including the mark SWEETWATERS, and.the proprietary business system that we have
developed. We also offer qualified parties.the right to own and.operate-multiple: Cafés within a dévelopment
area that we designate.

The total investment niecessary to begin operation of a single Café is $264,144 to $636,038: Thiis. mcludes
$59,500 to $64,400 that:must be paid to the franchisor or affiliate prior to opening.

The total investment necessary to. operate multiple Cafés under our form of area development agreement
depends on the number of franchises we grant you the right to open: By way of exaihple, the. estimated
initial investment to develop (i) two (2) Cafés-is $284,144 to $656,038; (ii) three (3) Cafés $314,144 to
$686,038; and (iv) five (5) Cafés is $364,144 to $736,038. These estimate ranges include the estimated
initial investment to open:your first:Café within your-permitted site selection area, as well as a.development
fee that you must pay-to us.amounting to (a) $69,500 for two:(2) Cafés, (b) $99,500 for three (3) Cafés, or
(c)-$149,500 for five (5) Cafés.

This disclosure document summarizes certain provisionsof your franchise agreement and other‘information
in plain English. Read this disclosure document and all accompanying agreements carefully. You must
receive this disclosure document at least 14 calendar-days before you sign a binding agreement with, or
make any paymerit 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. docume,,nti

You may wish to receive your disclosure document in-another format that is more convenient foryou. To
discuss the availability of disclosures in different formats, contact our Franchise Administration team c/o
Franworth, 106 E. Liberty Street, #310, Ann Arbor, Michigan 48104 or (734)619-0919.

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

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

of information on franchising. |

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

Issuance date of this Franchise Disclosure Document: April 30, 2018, amended as of June 4, 2018.
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STATE COVER PAGE
Your state may have a franchise law that requires a franchisor to register or file: with a state fra;'nchise'
administrator before offering or selling in yourstate. REGISTRATION OF A FRANCHISE BY A STATE
DOES NOT MEAN THAT THE STATE RECOMMENDS THE FRANCHISE-OR HAS VERIFIED THE
INFORMATION IN THIS DISCLOSURE DOCUMENT. !

Call the state franchise administrator listed in Exhibit F for information about the franchisor, or about
franchising in your state, '

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

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

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

LITIGATION OR ARBITRATION ONLY IN. MICHIGAN. OUT-OF-STATE LITIGATION OR

- ARBITRATION MAY FORCE YOU TO ACCEPT A LESS FAVORABLE . SETTLEMENT FOR

DISPUTES. IT MAY ALSO COST YOU MORE TO LITIGATE OR ARBITRATE WITH.US IN
MICHIGAN THAN IN'YOUR OWN STATE. .

2. THE FRANCHISE AGREEMENT STATES THAT MICHIGAN LAW GOVERNS|THE

AGREEMENT, AND THIS LAW MAY NOT PROVIDE THE SAME PROTECTIONSIAND
BENEFITS AS LOCAL LAW. YOU MAY WANT TO COMPARE THESE LAWS. ]

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

4. ALL THE OWNERS OF THE FRANCHISE. AND THEIR SPOUSES WILL BE REQUIRED TO
EXECUTE PERSONAL GUARANTEES, THIS REQUIREMENT PLACES THE PERSONAL
AND MARITAL ASSETS OF THE FRANCHISE OWNER(S) AT RISK. ‘

We use the:services of one or more FRANCHISE BROKERS orreferral sources to assist us in selling our

franchise. A franchise broker or referral source represents us, not you: We pay this person a fee for selling

our franchise or referring you to us. You should be sure-to do your own investigation of the franchise:
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STATE EFFECTIVE DATES

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

This Franchise Disclosure Document is registered, on file or exempt. from registration in the fol]lowing
states having franchise registration and disclosure laws if an effective date is rioted below. for the state:

1

State Effective Date
California Pending
Florida (exemption) Effective 77
Hawaii Not Registered |
Tilinois Pending " ‘
Indiana Rending
Kentucky (one-time filing) Effective ::
Maryland ’ Pending |
Michigan Pending |
Minnesota GPe’nd?ﬁg |
Nebraska (one-time filing) ;E'fféctjve | ' |
New' Yoork Pending !
North Dakota Not Registered
Rhode'Island Pending o
South Dakota Not Registered )
Texas (one-time filing) Effective
Utah (exemption) Not,%{egistered
Virginia 7 Pending .
Washington. Pending |

i

Wisconsin Pending
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THE FOLLOWING APPLIES ONLY TO TRANSACTIONS GOVERNED.BY
THE MICHIGAN FRANCHISE INVESTMENT LAW

THE STATE OF MICHIGAN PROHIBITS' CERTAIN UNFAIR PROVISIONS THAT ARE
SOMETIMES IN FRANCHISE DOCUMENTS. IF ANY OF THE FOLLOWING PROVISIONS ARE
IN THESE FRANCHISE DOCUMENTS, THE PROVISIONS ARE VOID AND CANNOT BE
ENFORCED AGAINST YOU:

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

(b) A requirement that a franchisee :assent to a release, assignment, novation,. waivltlzr, or
estoppel which. deprives a franchisee of rights and protections provided in thng act. This shall not preclude
a franchisee, aftér entering into a franchise agreement, from settling any and all claims.

(c) A provision that permits a franchisor to terminate a franchise prior to the expirationtof its
term except for good cause. Good cause shall include the failure of the franchisee to comply: wnth any
lawful provision of the franchise agreement and to-cure such failure after being given written notice: thereof
and a reasonable opportunity, which in no-event need be:more than 30 days, to cure such failure.

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

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

‘reqmre a renewal pl‘OV]SlOﬂ

§3) A provision réquiririg that arbitration. or litigation be conducted. outside this state. ThlS

shall not preclude the franchisee from entering into an agreement, at the time of arbitration, to conduct

-arbitration.at a location, outside this state..

(® A provision which permits a franchisor to refuse to permit a transfer of ownership'of a
franchise, except for good cause. This subdivision does not prevent.a franchisor from exercising a right-of
first refusal to:purchase the franchise. Ggod cause shall include, but is-not limited to:

@) The failure of the proposed franchisee to meet the franchisor's then current,
reasonable qualifications or standards. T

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

(i), The unwillingness of the proposed transferee to agree in writing to comply with
all lawful obligations. '
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(iv)  The failure of the franchisee or proposed transferee to pay any sums owing to.the
franchisor or to..cure any default ‘in the franchise agreement existing at the time' of the proposed
transfer.

h) A provision that. requires. the franchisee to resell to the. frarchisor items that are not.
uniquely identified with the franchisor. This subdivision does not prohibit a provision that grants to a
franchisor a right of first.refusal to purchase the assets of:a franchiseion the same:terms and conditiohs as a
bona fide third party willing;and'able to purchase those assets, nor does this subdivision prohibit a provision
that.grants the franchisor thie right to.acquire the assets ofa franchise for the market or appraised value of
such assets if the franchisee has breached the. lawful provisions of the. franchise agreement.and has! failed
to cure the breach in the'manner provided in: subdivision (c).

(i) A provision which permits. the franchisor to directly or indirectly convey, assign, or
otherwise transfer its obligations to fulfill contractual obligations to the franchisee unless provision has
been made forproviding the required contractual services.

A

If the franchisor’s most recent financial statements are unaudited and show a net worth of less than
$100,000, the franchisor shall, at the request of a franchisee; arrange for the escrow of initial investment
and other funds. paid. by the franchisee or subfranchisor until the obligations to provide: real estate;
improvements,.equipment, inventory, training, or other items.included in-the franchise offering are fulfilled.
Atthe-option of the franchisor; a:surety bond may be-provided in place.of escrow.
|
THE FACT THAT THERE IS A NOTICE OF THIS OFEERING ON FILE WITH THE ATTOKNEY
GENERAL DOES NOT CONSTITUTE APPROVAL, RECOMMENDATION, OR ENDORSEMENT
BY THE ATTORNEY GENERAL. l
I
Any questions regarding the notice:should be directed to: ‘

State:of Michigan
Consumer Protection Division
Attention: Franchise
670 G. Mennen Williams Building:
525 West Ottawa ‘
Lansing, Michigan 48909 '
Telephone: 517-373-71 17
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i Item 1
The Franchisor and any Parents, Predecessors, and Affiliatés

Tossimplify the language in this Disclosure Docurnent, “you” means the person who'buys the franchise.. 1f
you are @ corporation, partnership, limited liability company or other entity, certain provisions jof the
Franchise Agreement also will apply to your owners. ,

THE FRANCHISOR AND ITS PARENT, PREDECESSORS AND AFFILIATES

The Franchisor is Sweetwaters Group LLC (“we”), a Michigan limited liability company formed on
December 4, 2003. Our principal business address is 123 W. Washington Street, Ann Arbor, Mlchlgan
48104. We do not conduct business under any other name,

‘We have no parent'company or predecessors.

We have two affiliates, ‘which share our principal address;, namely: (i) Sweet Waters Café, Inc., a
corporation.formed in Michigan in September 1992, that has:operated a SWEETWATERS Café since: April
1993; and (ii) Sweetwaters Brands LLC, a limited liability company formed in Michigan on May, 12,2012;
that designs and sells branded. products such as bottled tea, retail products, labels and printed materials.
Sweetwater Brands has not operated a Café.

Both of these affiliated entities may sell certain products used in ‘thie:.operation of SWEETWATERS 'cafés
to franchisees. Neither of these affiliates have.offered or sold licenses in any line of business.and, eixcept
as provided in this Ttem, neither affiliate is involved in any other substantive. business activities,

At some poinit jn 2018 our'third-party provider of certain franchisee administration and support: services,
riamely Franworth, LLC (Franworth), may become an affiliated entity. Franworth is a Michigan limited
liability company with a business address-at 106 E. Liberty, Ann Arbor, MI 48104. While Franworth may
provide franchise developmient and other consulting services to- other franchise brands, they have not
directly offered or'sold franchises in any line-of business. Franworth'is not involved in any otlier substantlve
business activities other than as set forth.in this Disclosure Document.

Except.as provided in this Item, we:do not have any other affiliates that need to be-disclosed in this Item..
AGENT FOR SERVICE OF PROCESS

Qur agents.for service of process are listed.on Exhibit.F.

PRIOR EXPERIENCE

Our owners formed Sweet Waters, Café; Inc. in Michigan in September 1992 and began operating lhe f' rst
SWEETWATERS café.in April 1993.

We were formed for the purpose of offering franchises under the SWEETWATERS name and began doing
50 ir. May2004. We currently manage a SWEETWATERS café for a-franchisee, but we have not othérwise
operated our own SWEETWATERS café. We do not offer franchisés in any other line of business’ and
except as described in this.Item, we are not involved. in any other substantive business:activity.

Our affiliates have never offered franchises under'the SWEETWATERS name or otherwise.

©2018 Sweetwaters Group, LLC |
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‘THE FRANCHISED BUSINESS

We offe you the opportunity to-develop, own and operate, under the SWEETWATERS name and using
the SWEETWATERS intellectual property and operating systems, a Café:that offers for retail sale gourmet
coffees, teas, café style food items and related'products.and accessories that we:authorize (co]]ectxver(, the
“Approved Products™)to the general public (each, a “Franchised Business®).

Your Franchised Business will be operated (a) using, the: ‘proprietary marks, trade niames, logos; trade dress
and other indicia or origin that we designated now or. in‘the: future for'use in connection with our franchise
system (collectively, the “Proprietary Marks™), and (b) in accordance-with our proprietary-operating system,
which'includes our valuable know how; information, trade secrets, methods, confidential operations manual
(the “Opetations Manual™) and other proprietary manuals we mayloan to youv(collectlvely, the “Manuals”)
standards and specifications, marketing and sales programs, fixture ‘and furniture selection, mtenor and
exterior design and décor, staffing gu1delmes and other research .and development connected with the
establishment and operation of a Café (collectively, the “System™), which we may modify from time to
time as we deem appropriate in oursole:discretion.. ' ;
Your Frarichised Business will have bétween approximately 1,100 to 1,800 square feet.of leased or-owned
space, and we ‘believe your Franchised: Business will typically be located in a retail shopping. center or
similar commercial space that meets our System standards.

In order to own and operate a Franchised Business, you must. enter into .our current form of franchise
agreement that is attached as Exhibit B to this Disclosure Document (the “Franchise Agreement™). If the
franchisee is @ business entity (for example; a corporation, partnership or limited liability company), then
all of the individuals that have any type of ownership interest. in the franchisee entity, as well asl their
spouses, must.sign our form.of personal.guaranty (attached as an Exhibititothe.Franchise Agreément) Wwhere
each owner agrees to be personally bound by, and personally guarantee the entity’s obligations under, all
terms of the Franchise Agreement (the: “Personal Guaranty”). If the franchisee is an individual, then the
franchisee’s spouse will be required to execute the Personal Guaranty unless' the spouse also signs the
Franchise Agreement directly.

When you enter into your Franchise Agreement, we will assign you a geographical area whefein you will
be.required to locate a site for your Franchised Businéss: that we approve (a “Site Selection Area”). .Once
we. agree on the location. of your-Franchised Business (the “Premises”), we will designate a geographical
area around the Premises where we will niot own or -operate, or license a third party the right to own or
operate, a Café that utilizes the Proprietary Marks and System (your “Designated Territory”).

MULTI-UNIT OFFERING i

We also-offer qualified individuals and entities'theright to open:and.operate. multiple Franchised Businesses
within a designated Site: Selection Area under our current form of area development agreement thlat 1s
attached to this Disclosure Documerit as ExHibit C (the “Development Agreement”), which will:also outline
a scheduile or defined period. of time in.which you must open .and commence operating each Franchised
Business (a “Development Schedule”). )

You will have:theright to find and secure locations from which to. operate'your Franchised Businesses from
within the Site:Selection Area, but — similar to the Site:Selection Area a551gned in connection with a single-
unit Franchise Agreement — you will not receive:any territorial exclusivity within this:area.

At our option, you will be required to- sign a Franchise Agreement for your initial Franchised Busmess at
'the same time you sign your Development Agreement, but we also have the option of 'waiting until'you:
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have found an:approved Premises for that initial Franchised Business before you are required to sign the
corresponding Franchise Agreement. Regardless, you will need to sign our thén-currént form of franchise
agreement for each of ‘the. Franchised Businesses before you open that Franchised Business as required
under your Development Schedule.

You will be.required to pay ‘us.a one-time development fee that:will be calculated based on the numtber"of
Franchised Businesses we. grant you the right to open under the Development Agreement (the
“Development Fee™), but you will not be required to pay any other initial franchise fee at the time you
executé your franchise agreements for each Franchised Business we permit you to open under your
Development Agreement.

MARKET AND COMPETITION

You will compete with other ¢offee shops and cafés:and with franchisors and franchisees-of similarfacilities
as well as with large and mid-sized retail chains and local brands.offering similar products and services. If
we choose to do so, we (and our affiliates) may also: utilize mail .order, wholesale, grocery and specialty
stores, and the:internet to séll our branded coffees, teas, and related products; so- you will also potentially
compeéte with @is in connection with the sale of these types of products through these alternative channels

of distribution. Additional competition could materially affect sales. "You should be aware that global

coffee pnces fluctuate:and could affect your Café’s salés and profitability. Your Café will offer products
and services to the general public throughout the year. The market. for products and services like those

offered by SWEETWATERS Cafés is well-developed in many areas given the infense competition ;i m the:
indusfry.

|'
APPLICABLE REGULATIONS '

Certain aspects of the-café business:are:subject to:and are heavily regulated by federal, state and local laws,
rules and ordinances, including the American with Disabilities Act, Federal ‘Wage and Hour ‘Law‘;‘s, ‘the.
Immigration Reform and Control Act of 1986, and the Patient Protection and Affordable Care, Act.. 'The.
U.S. Food and Drug Administration, the U.S. Department of Agriculture, and various state and,local
departments.of health and other:agencies.have laws and regulations concerning the preparation of food and:

sanitary conditions and disclosure of nutritiona! information. State and local agencies routinely conduct

inspections for compliance with these requirements. Compensation of hourly and salaried employees

(including minimum wage, overtime and tip-related compensation requirements) is governed bylbo“th,

federal and state laws.. You will ‘néed to undérstand and comply with ‘these laws in operating the ‘Café.

There may be othief laws applicable-to your business. |

The United States enacted the “Uniting and. Strengtheriing America by Providing Appropriate. Tools
Required to Intercept and Obstiuct Terrorism Act of 2001” (the “USA Patriot Act”). We are required to
comply with the USA Patriot Act. To help'us comply with the USA Patriot Act, we-ask'you in the Franchise
Agreement to.confirm for us that neither you.nor your directors, officers, shareholders, partriers, members,
employees or agents are suspected terrorists or. persons associated with suspected terrorists or are under

investigation by the U.S. government for criminal activity. i

You must consult with your own attorney- to ensure that the laws of the state where your Franchised
Business is. located permits you to provide the' Approved Products. at and from your Café. It is yoursole:

responsibility to investigate any regulations in.your area, including those related to the establisiment and,

operation.of a SWEETWATERS Café generally..

Please be.advised that you must investigate and comply with all of these applicable laws and regulations.

You alone are responsuble for complying with all applicable laws and regulations, despite any. advice or
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|

information'that we:may give you. We have not researched.any of these laws tovdefemine‘jth;cir{appli'(:'ability
to Your Franchised Business:

Ttem 2
Business Experience

LISA CHIN-BEE: PRESIDENT l

Ms. Chin-Bee co-founded the SWEETWATERS concept. In Septemiber 1992, she. began serving as
president of Sweet Waters Café, Inc., our affiliate, a position which she:continues'to hold. She is also our
co-founder and has served as.our president:since we were, formed in Décember 2003. [

WOEI BEE: CHIEF OPERATING OFFICER

Mr. Bee has been our Chief Operating Officer since we were formed in December 2003. He also co-
founded Sweet Waters. Caf¢, Inc., our affiliate, and has served as that entity’s chief operating officerisince
its. formation in Septémber 1992. He is.al$o our co-foundéi and has served as our chief operating officer
since our formation in December2003.

The following individuals-work with Franworth, which provides franchise developmenit and administration
services on our behalf (and may have managerial responsibility with regards to certain aspects of our
franchise system): ' |

JOHN ROTCHE: FRANWORTH, CHIEF EXECUTIVE OFFICER |

Mr. Rotche has been Chief Executive Officer of Franworth in -Ann Arbor, Ml since March 2015 Mr.
Rotche has been President. of TBC International, LLC, located in Overland Park, Kansas, since April
2012. From July 1, 2007 to April 2012, .he was President.of Belfor Franchise Group, LLC, located in Ann
Arber, Michigan. :

i
MICHAEL SKITZKI: FRANWORTH, CHIEF-OPERATIONS OFFICER :
Mr. Skitzki has; been Chief Operations Officer of Franworth in Ann Arbor, Michigan since March
2015. Mr. Skitzki has been Vice President.of TBC International, LLC, located.in Overland Park,, Kansas
since April 2012.. From October 2010 to April 2012, he was Vice: President of Franchise. Adm1mstrat10n
for Belfor Franchise, Group located in Ann Arbor, Michigan.

TIM O’CONNOR: FRANWORTH, VICE PRESIDENT OF FRANCHISING

Mr. O’Connor has served as a Vice President of Eranchising for Franworth in Ann Arbor;, MI since
February, 2016. Prior to that time, Mr. O’Connor served as the Diréctor of Operations for Advantaclean
Systems, located in. Huntersville, North Carolina, from January 2014 through February-2016. From August
2012 to December 2013 he'was Director of Training for ERS Systems located in Livonia, Michigan. From
July 2004 to. August 2012 he. was Director of Operations and: Training for Belfor Franchise'Group located
in Ann Arbor; Michigan: ,

|

Item 3
Litigation

No litigation is required to be disclosed in this Item.
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Item 4
Bankruptcy

No bankruptcy- information is required to be-disclosed in this Item.

Item 5.
Initial Fees

THE FRANCHISE AGREEMENT

Initial Franchise Fee. ‘

You must pay us an initial franchise fee of $49,500 (the “Initial Eranchise Fee”) in. connection wnth your
purchase of’a single Franchised Business, which. must. be paid in full upon the execution of your Franchlse
Agreement The Initial Franchisé Fee is deemed fully earned upon-execution of‘your Franchise Agre[ement
and is not:refiundable under any circumstances. Except as provided.in this Item, the Initial Franchise.Fee is
uniform for those purchasing a single franchise. '
Initial Training Fee

You must also pay us an initial training fee- amounting to $5,000 (the “Initial Training Fee™), which will
cover the tuition associated with. you (the Franchisee) and two (2) other individuals: attending our
proprietary initial training program (the “Initial Training Program™) including the on-site 'assistance. we
provide at your Franchised Business on or around the time it.opens for business, which, is described moré
fully'in Item 11 of this Disclosure Document: The Initial Training Fee does. not cover costs and expenses
incurred in attending training, such as travel, lodging, meals or salaries. This fee is due prior'to you o'r any
of your designated personnel attending our Initial Training: Program and is deemed fully earned and non-
refundable:upon payment.

In addition to the Initial Training,Fee, you will be responsible for the costs that you and your desngnated‘
trainees incur in.connection with attending the. portions of the Initial Trammg Program that are conducted
at our headquarters or designated training facility (asdescribed more fully in Item 11 of this: Disclosure
Dociiment).

Initial Inventory

Before opening your Franchised Business, you must purchase from us or our -affiliates your required
opening inventory of branded products (including tea packaging, imugs, apparel, packaged items, labels,
brochures, operational forms, and proprietary products) and your required in-store product signage. The
cost of these initial purchases wiil range from $5,000 to.$9,900. We:or-our ‘affiliates' may require advarice
deposits for some .or all of these purchases. Otherwise, the amounts will be due upon or shortly after
delivery. Paymierits for these items are nonrefundable; except in the case of defects in.the:items sold. This
payment is’ uniform for:all franchisees and is required to be made paid in a lump sum,

DEVELOPMENT AGREEMENT

If we grant you the right to open multiple Franchised Businesses urider a Dévelopment Agreement; you
must pay us a one-time Development Fee upon executing your Development Agreement. Your
Development Fee will depend on the number of Franchised Businesses we grant you:the right to open within
the Site Selection Area and is calculated as follows: (i) $69,500. for the fight to open two (2) Franchised
Businesses; (ii) $99,500 for the riglit to open three (3) Franchised Businesses (“3-Pack”);:and (iii) $149,500
for the right to-open five (5) Franchised Businesses: (“5-Pack™).

You will be required to eriter into our then-current form.of Franchise: Agreement for each Franchised
) |

©2018;Sweetwaters Grouip, LLC !

2018 Franchise Disclosure Document, 5



Business you wish to open under your Development Agréément; but you will not be required to pay any
additional Initial Franchise Fee at the time you execute each of these Franchise Agreements. If you enter

into a Development Agreement, you must typically execute our current form of Franchise Agreement. for
the first Café we grant you the right to open within your Site Selection. Area concurrently with. the

Developmiernit Agreement (unless:we agree:otherwise in-writing).

Your Development Fee will be deemed fully earned upon payment, and is, not refundable: under any.
circumstances: The: Development Fee described above is calculated :and applied uniformly to. all of our
franchisees.

VETFRAN DISCOUNT !

We are a member of the International Franchise Association (“IFA™) and participate in the IFA's ViétFran

Program; which provides a discount on the Initial Franchise Fee'to honorably discharged veterans. of U.S.
Armed Forces who otherwise meet.the requlrements of the VetFran program in the following amounts: (i)
$2,500 off the $49,500 Initial Franchise Fee due in connhection ‘with a singlé franchise purchase or (ii)
$10,000 off'the Development Fee associated with the 3-Pack or 5-Pack offering.

©2018 Sweetwaters;Group, LLC
2018 Franchise Disclosure. Document

Item 6
Other Fees
_ Type of fee!” Amount Due Date Remarks .
| Royalty 6% of weekly Net | Thursday- Completed accounting forms are due|'with Royalty
' Sales®@ following week | payment; we will debit your bank account foramounts
ending the due @
preceding
Saturday !
| Brand Development 2% of Net Sales Weekly; atthe | The brand development fund is designed. to promote |
Fund and (your “Fund same time and | our System, Proprietary Marks and brand generally (a -
| Contributions Contribution™) in the-same “Brand Development Fund” or “Fund”):. !
manner:as your ‘
Royalty
| Local Advertising 1% of Net Sales As incurred You must spend at léast 1% of your Net Salés each
| Requirements' month on the local advertising.and promotion of your |
Franchised Business within'your Designated Tetritory: |
All advertising materials must be approved by us prior
to use/publication.. We may require you to prov1de us
with monthly reports detailing your local -advertising
expenditures.
Advertising Up to 1% of Net Upen Demand | Payable to us if we assign your Franchised Business;to
Cooperative Fee™ ~ Sales, unlessthe a-Regional Advertising Cooperative. Any payment for
Cooperative votes for . a Regional Advertising Cooperative will be credited
an larger amount to against-your Local Advertising Requirement: Upon a
be expended as part | majority’ vote of the Cooperative members, this
-of thesCooperative: | monthly fee may:be increased to.up to 1% of Net Sales
(unless thé all Cooperative members unanimously vote



Reémarks ’

Type of fee" Amount Due Date
| for a-higher amount).
| If there s an Affiliate-Owned €afé in your
| €Cooperative, then our Affiliate will be able to vote on
| all:matters that you and the other Cooperative members
have:the.right to vote,on.
| If the number of affiliate-owned Cafés in your
| Cooperative area is such that the affiliate: will have |
| controlling voting power within the Cooperative, then |
| the minimum amount:you might be tequired to pay to |
| the Cooperative will remain at $1,250 and the
o | maximum menthly contribution will $3,000. 1
Additional Training Our then-currerit Asincurred. | In addition to our then-current Additional Training
Fee training tuition fee, | Fee,.you must reimburse us for any expenses we incur
which is cutrently | i providing on-site or other special assistance to you
$400/day for each or your personnel. This fee will not be charged in
trainer we provide: | connection with minor, day-to-day assistance that we
(the “Additional provide over the phone or via email, subJect to our
Training Fee”). availability.
Please see.Item: 11 of‘this Disclosure Documerit. for
additional information. ‘ )
Annual Convention Then-current If we establish and hold an annual confe'r'rence,, you
enrollment fee, will be required to pay our thén-currerit enrollment
which is curréntly fee, which is currently $500. If you choose not to
$500.. attend the annual cenference, you will :bjé requiredto
pay a fee of $1,000.

Transfer Fee $5,000 Payable prior | There are other conditions that you and, the proposed
to.obtaining transferee must meet in-order for us'té approve any.
our consent to | proposed transfer/assignment..
your ‘proposed ’
transfer. . o |

| Renewal Fees, FA: $2,500 Prior to There are other conditions that you must:meet in order
_ renewing-a for us to-approve your renewal request.. |
DA: Not applicable | given franchise :
: agreement .
Technology Fee: Our then-current fee, | On or before | Payable:to us once you-are open as consideration for:
currently, the 5" of each | (i) web hosting; (ii) website-related services; and (iii)
$149/month. month - any other technology that we (a) demgnated for us.in
connection with the System, and (b) determine to'use
the Technology. Fees.to cover some orba]l of the costs
thereof.
POS Fee/Credit Then-current féee. | As incurred We cutrently have an Approved Supplier from which
Card Processing Fee charged by our you must purchase the POS' System (as' described. in |
approved supplier,, Item 11) for use with’your Franchised Business, as well |
which is currently as. other telated software. | 3
©2018:Sweetwaters Group, LLC
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Type of fee'" ~_ __ Amount Due Date Remarks
based-on the credit ' If you:request additional support; you may be required
card processing fees. to pay the Approved Supplier’s then-current support
fee. We reserve the right to require you to modify or
supplement. our existing POS. System as we deem
appropriate,.and you may be required to pay additional
fees to.the POS provider in the event such modification
| or supplemerital features are implemeénted.
Gift Card and $25 per month { Asincurred This fee is 1mposed by us but paid to a third party
Loyalty Program 1 vendor: This. third party vendor reserves the right to
Fee modify the monthly fee upen reasonable notice to you.
' ' |
Employee: $60 per month | Asincurred This fee is imposed by us but paid-to a third party
Management ‘ vendor. This third party véridor reserves the right to
Software Fee: { medify the menthly fee upon- reasonableI notice'to you.
. |
Interest on.Past Due | 1.5% per monthior | Immediately | Interest begins to. accrue on the dué date of any

Amounts. highest commercial ‘ payment that has'not been timely received-or is:not paid
contract interest rate 1 in full.
applicable laws 1
] permit ©
Assessment for Amount, plus - Upon receipt:
Understatement of interest; plus.cost of | of invoice
Revenues audit if
understatement is. ‘
more than 2% of Net ‘
Sales ) ) _ L
| Late Reporting Fees. | $10 per day, starting | Upon demand Payable.in addition to other paymeénts to us.
‘ the 11" day:after a
report is dueto us.. L ) |
Cost.of ‘Reasonable Uponreceipt | Due only if we are successful in ‘énforcing the
Enforcement attorneys’ fees, plus | of ifivoice agreements and are awarded costs by the court.
costs,
Indemnification Will vary undef As incurred You must reimburse us if we are held lable: for claims |
circumstances related to your Café’s operation or mcur costs in |
. defending them
Insurance Premiums Will vary under As incurred If you do not pay your rent. or insurance. premnums we
1 ' .circumstances can pay them for you and you must réimburse us
Testing Costs.of Testing [ When billed This covers the costs of testing new. products or
inspecting'new suppliers you propose
Relocation Fee Costs we incur You must reimburse us the costs we. incur associated
with evaluating and approving/rejecting: your
) ‘ relocation proposal. 7 o ,
Management'Fee: | $200 per day plus our | Asincurred - | Due if we manage Café for you if you cannot do so in
_ ‘ expenses | compliance with Franchise Agreément
Correction of Café Will vary under As incurred. You must reimburse us if we ‘pay to..correct Café
. Deficiencies circumstances: deﬁcxenc1es because you do notdo so

©2018 Sweetwaters Group; LLC.
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Fees payable to us are not refundable. Except as rioted; all fees are imposéd and collected by and
payable to us. All fees currently are uniformly imposed.

“Net Sales™ is defined as the gross.amount of all salesiof'any kind.for all services or products from

or through:the-Café, including any sale of services or products made for'cash or‘credit, or partly. for
cash or credit, regardless. of collection of charges for which credit is given, and regardless of
whether such sale is conducted in.compliance with or in violation of the terms of this Agreement,

but exclusive of discounts, sales taxes:or-othér similar'taxes or credits. Net Sales.also includes (a)

any proceeds from ‘insurance policies covering loss or interruption.of business.as a result of an’ act,
eventor damage tothe Café-or other event or casualty which;prevents you from:conducting business
forany period of time, (b) proceeds from approved carts, and.(c) proceeds from;any other approved

off:site locations and events.

Before opening your Café, you must sign and deliver-to us and your bank all documents needed to

permit us to debit your bank account for each week’s royalty fees, contributions to. national and
regional:advertising funds (when formed), and other payments due under the Franchise Agreement.
However, 'we may require you to pay all amounts due by means other than automatic .debit
whenever we deem appropriate. ‘

|
We reserve the right to establish regional advertising cooperatives. that are comprised of multiple:
Café owners located within a geographical region that,we designate (each, a “Cooperative”).'If we
establish a Cooperative and. designate. you as a.member, you may be required to contribuite: to the

‘Cooperative: in an amount not to exceed the Local Advertising Requirement each month, u!n,less

approved by a unanimous vote of the Cooperative members. All amounts paid to a C00pe'r‘ative
will beé credited towards your Local Adyertising Requirement (if any). We will have the nght to.
spécify the governing rules, terms and operating procedures of any Cooperative.

There: are no. advertising, cooperatives in our system as of the Issue’ Date of this Disclosure.
Document.

The miaximuin rate under Michigan law is 18% per ‘annum. For franchises located in California,,

the:maximum rate'under California law is 10% per annum, 1

©2018:Sweetwiters- -Group, LLC
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Item 7

Estimated Initial Investment

A. Franchise Agreement

YOUR ESTIMATED INITTAL. INVESTMENT

Method of To whom:payment is.
‘Type of expénditure Amount’ payment “When due to be:made
Initial Franchise Fee" $49,500 Lump Sum | Upon execution of ! Us
Franchise
Agreement
Initial Training Fee® $5,000 Lumpsum | Upon execution of
the Franchise Us
Agreemerit !
Initial Training $2,365 --$3,065. As Incurred Before opening Transportation,
Expenses® i Hotels, Meals, etc.
Pre-Construction $12,000 -:$3.1,500 As Agreed As agreed before | Third-Party Approved
openiiig ‘ Supplier
Permits® $2.,000 - $28.615 Lump‘Sum As incurred before Architect, Genéral
opening Conitractor
Leasehold 7 $76,427 - $267,674 Lump'Sum' | As incurred before General or'Sub- |
Improvements® ' : opehirig ‘Contractor or other
' Vendors
Exterior Signage” $8,000 - $12,300 As Agreed | As incurred before | Third-Party Approved |
7 L opening Supplier
Utility Deposits $0 - $300 Lump Sum As. incurred Utilities.
| before opening :
Fixturesiand Equipment |  $66,490 - $125,000 Lump Sum | As incurred before | Approved ‘Supplier or
(including interior ‘ opening | -other Third-Party
signage)® Vendor(s)
POS System, including $2,547 - $2,660 Lump.Sum Upon purchase of Vendors
license fee and gift card | POS system before |
system: , ] opening ‘
Organizational Costs. $800 - $1,500: AsIncurred | As incurred before. | Lawyers,
‘ opening Accountants
Opening Inventory, {  $15,000 -'$17,000 Lump'Sum | Asincurred before | Us or ot Approved.
Supplies and Café Set- 1 opening | Supplier, Third-Party
Up Expenses Suppliers
Construction $0--20,000 As incurred before General .or'Sub-
Management(® Lump Sum. opening Contractor or other
. __ Vendors,
Insurance-= Liability. $950 - $1,200 Installment Quarterlyor | Insurance Company
and Workman’s-Comp semi-annually
(3 months) :
Real Estate Costs— 3 $8,065.- $45,724 Lump Sum. | Upon signing lease | Landlord
Month’s Rent. Plus orsublease | ¥
Security Deposit!'?

©2018:Sweetwaters' Group, LLC
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Method of To-whom payment is
Type of expenditure Amount payment ‘When due to.be made
Grand Opening '$5,000 As Incurred | As incurred before ~ Vendors
Advertising 1)) opéning
Additional Funds — 3 $10,000 - $20,000 AsIncurred | As.incurred before ’,Employeke;'é, Vendors
Monthst? and after opening & Others

TOTAL">

$264,144 - 5636,038

Explanatory Notes to Chart 7(A)

{1

@)

3

@

)

(6)

v

The Initial Franchise Fee is based.on entering into one franchise agreement for-a single unit,.and is;
described more fiilly in Item 5.

You must pay us the Initial Training. Fee amounting to $5,000, which will cover the tuition.
associated with: you and any other individuals that attend and otherwise participate in our
proprietary Initial Training Program, so long as all of thése individuals attend at the same: time.
The Initial Training Fee does not cover-costs and :expenses. incurred in connection with' attending
or-otherwise participating,in any part of our Initial Training Program, which may include tt;avel
lodging, meals or salaries, This fee is due prior 1o you or any of your designated personnel
participating in our Initial Training Program, and the fée:is deemed fully earned and non-refundable

upon: payment.

This is our estimated range of costs to. cover the travel and living expenses, including airfare,

lodgingand meals, which you will incur when you and your employees attend the Initial Training

Program.. The cost you incur will vary.depending upon factors such.as distance traveled, mode of
transportation, travel preferences. (such as air travel or ground transportation), nature of
accommodations, per dieni expenses actually incurred, and the number of persons who attend
training. This-estimate does not include any wagesor salary for'you oryourtrainees during, trammg

The low:estimate assumes that you will attend 'the:Initial Training Program:while the high estimate:
assumes that a total of two:(2) individuals will be attending; this initial training.

Pre-Construction costs include the: amounts typically paiﬁ to our approved supplier for ceértain
construction-consulting, pre-construction management services and atchitectural drawings, asiwell

as the amounts paid to any other third-party suppliers in connection with pre-construction services

and, products.
|

You are required to-obtain all business licenses, permiits, certificates or approvals before you start
business. Local, municipal, county, and state regulations vary on what licenses and permits are
required by you'to operate: You.are-solely responsible for researching all laws apphcable to where'
your Franchised Business is operated to determin¢ whether or not you must obtain such a bond
under such laws. This estimate does not include any fees that you may incur with permit
consultation services.

As previously noted, we-estimate that a typical Café will be bétween 1,100 sq. ft. and 1,800 sq ft.
in size. Based on our éxperience and the experience of our franchlsed locations, the range m the
Item 7 Chart above for leasehold improvements assumes that you will incur-costs.on a “per square
foot” basis to.construct and/or build-eut your Café in accordance with our specifications (taking
into account the range of Tenant Finish Allowance or Landlord Contribution described in this Note
below). Your costs might be more-or less than this.estimate depending on imany factors including

©2018 Sweetwaters Group, LLG
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all prior-to entering into any agreement with us.

‘where you plan to.operate your Facility and the condition of the facility prior-to construction. The

low estimate is based on our experience as of the Issuance Date of this Disclosure Document .and

‘presumes that the facility is in general “white box” condition prior to construction. A facility in

whité box condition generally includes a finished exterior; the minimal plumbing necessary-for gas
and water service; functioning bathrooms; aninstalled electrical panel; basic lighting; and a central
air conditioning and heating system. with concealed ductwork. :

You may beable to negotiate various terms with your landlord, including paying for some orall of
the:build-out:costs for'yourspace. Also, you may-seek to finance some:or all of your build- out COsts;
through your landlord or' other financing Sources. A variety of factors may affect the avaxlablllty of
landiord ‘and other financing, the monthly overall costs of the financing, and other terms relevant
to your decision whether to pay or finance the build out costs. Y.our landlord may' also agree. to

provide you with a “Tenant Improvement Contribiition® (or similar term) whereby the landlord
reimburses certain costs and expenses ‘associated with your construction and build-out of 'your

Facilities at the Premises. The low end of the estimated range for leasehold improvements assumes
that your Café-will be approximately 1,100 square- feet in size and that your landlord will provide

a Tenant Improvement Contribution -of approximately '$5 per square foot. The hlgh estimate is

based upen-a construction bid that was-offered to our franchisee with the most expensivé leasehold

improvemenits. That franchisee elected to accept a higher bid in the amount .6f $303,000, but that
has not:been a part .of our standard offering or. reasonable.experience. These estimates are based on

the experience-of us, our affiliates, and our franchisees in opening certain SWEETWATERS Cafés.

- - N - N - ! 0
When preparing a budget for the build-out/improvement.of your Café, we:strongly recommend.that

‘you consult with a business advisor:with experience in.real estate'and leasing where:you intend and

expect to locate your Café to evaluate whether such concessions. might be made available t3 you,

l

The cost of signage and graphics will vary from location to location depending; on lease

requirements, local ordinances and restrictions, location frontage, and related factors. The final

«design must be submitted to us for review and approval, which will not be unteasonably withheld

so long as’you comply with our standards.and specifications for these items. The figures provided
in the chart reflect.a location with one exterior sign .or a.location‘with one exterior and one: blade
sign respectively. |

You will need to purchase furniture and fixtures that meet our specifications:as.well as the:supplies:

that we designate. You may decide to lease the furniture and/or equipment needed rather than

purchasing it with a lump sum payment. A variety of factors (such as the condition of the national,

-and regional economy, availability of credit, number of suppliers:leasing products in your area, the
interest rates-offeréd by suppliers, duration of leases offered, security requirements, and your credit
‘history) may affect-the availability of leased products, the monthly and overall costs of the leases,
and other terms relevant to your decision whether to purchase or lease the furniture and/or

equipment. The amounts listed are an éstimate and may: vary per-your location and market.

We have designated vendors'that provide construction management services. Youmay, but aré not

required to use construction management services and/or our designated vendofs. for construction
‘management. The low end of this range assumes that you will manage the construction yourself.

The high end of this range assumes that you.will hire our designated vendor for construction
management. If you engage a company besides ourdesignated vendor; your-costs:may be higher.

'©2018:Sweetwaters:Group, LLC
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or'might not be-refundable depending on arrangements you make with those third parties.

|

Real ‘estate: costs depend on various factors, including Café location, ‘the: type of location (for
example; free-standing, within a shopping mall or shopping ceniter, etc.), Café: size, whether the
landlord. requires a security deposit, whether the landlord. grants any tehant improverent
allowances, and whether there is a percentage rent factor. The estimate is based on.a Café that is
between 1,100 to. 1,800 square féeet. Payment is typically' made directly to the lessor or lessor’s
agent. If the Café is located within a shopping center; the landlord typically assesses additional
charges to pay for the expenses associated with the center’s opération. These charges typically
average between $1,000 and $4,500 (based-on our experience).. We currently have an approved
supplier that you must use in connection with securing the Premises of any Franchised Business
you wish to open (whether pursuant to.a single franchise purchase or to. fulfill your- deve]opment
obligations under your Development Agreement).

You must conduct a grand opening advertising and premotional program, which we miust approve
prior to opening your Café: (prevnously defined as the “Grand Opening Advertising Requirement”).
The Grand;Opening: Advertising Requirement must-commence prior to when your Café: ;opens, and

"you must expend at least $5,000.. Y.ou may be required to.expend-all or some portion,of 3 your Grand

Opening Advertising Requirement on marketing, advertising or public.relations materials/services
that aré purchased from one (1) or more of our Approved Suppliers.

This item estimates the funds needed to cover your initial expenses for the first 3 months of
operation (other than' the funds identified separately ini the table). It includes payroll costs but not
any draw or salary for you. However, this is-only an estimate, and it is possible.that you w1ll| need
additional working capital during the first' 3. months.you operate your Café and for:a longer time
period after that. This 3-month period is net interided, and should:not be interpreted, to identify a

‘point at which your:Café will break even. We cannot guarantee when or if your Café will break
even.. Your costs will depend on whether you follow our methods ‘and procedures,].your

management skill, experiencé, and business acumen; local economic: conditions; the. nature of the
local market for your' products.and services; the prevailing wage:rate; competition; and your Café’s
sales:during the initial period. These figures:are estimates based.upon, and are consistent with, our

‘past experience.

The:arhounts in this table are estimates of the total initial investment required to develop and open

a Café. Your actual investment and expenditures may vary considerably from the. figures in the
table:set forth below depending on many factors, including geographiical area, thie shopping center,

if any, in which your Café is'to be located, the amount of space you lease, quantity of merchandise
for'sale, the extent of leasehold improvements, and the-capabilities of any. particular management
and service team. Payments made‘to us are not refundable; ‘payments made to third parties might



B. Development Agreement (With 2-Pack, 3-Pack and 5-Pack Exampleés)
YOUR.ESTIMATED INITIAL INVESTMENT"
Amount Method | To Whom Payment
"Type of of ~ When Due Is to be N}l"ad’e\
- Expenditure Payment | '
" Development $69,500 (2-Pack)  Lump | Upon.execution of | Franchisor
1 Fee? Sum | Development
‘ $99,500 (3-Pack) | Agreement \
!
$149,500-(5-Pack) | '
Initial )
| Investment to $214,644 -.$586,538 See Chart A of this Itém 7. |
‘Open.Initial ‘
Franchised
Business® .
TOTALS $284,144 to This is the total estimated initial investment to-enter into
$656,038 (2-Pack) a Development Agreement for the rightto develop aitotal
N of two (2), three (3) or five (5). Franchised Businesses,
$314,144 to respectively, as'well as the costs to open and commence
$686,038 (3-Pack) operating your initial Franchised Business for the. first
- three months (as described more fully in Chart A of this
$364,144 to Item 7). See:Note:3.
$736,038 (5-Pack) |

Explanatory Notes to Chart 7(B) |

1.

All fees and payments are non-refundable, unless.ctherwise stated or permitted by the payee. This
Chart details the-estimated initial investment associated with executing a.Development Agreement
for the right te.own and.operate two(2), three (3) or five (5) Franchised Businésses; as well as: the.

initial.investment to open your fitst Franchised Business under your Development Schedule.

The Development Fee is described in.greater detail in Iter 5iof this Disclosure Document, and this

Development Fee is for the right to. open and operate 4 total of two (2), three (3) or five (5)
Franchised Busmesses, respectlvely (provided. you comply with your development obllgatlons'

This figure represents the total estimated initial investment required to open the initial Franchised
Business you agreed.to open-and operate under the Development.Agreement. You will be required
to enter into our’theri-current form of franchise agreement for initial Franchised Business you open

under your Development Agreement, most likely once you have found a Premises for the business:
that we approve. The range includes.all the items outlined in Chart 7.A. of this Item, except for the

Initial Franchise Fee (because you are not required to pay ‘any Initial Franchise Fee for those
Franchised Businesses you open under the Development Agreement). It does not include any of

the costs you will incur in opening any additional Franchised Business(€s) that you aré granted the
right to open.arid operate under your Development Agreement. :

©2018:Sweetwaters Group, LLEC
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o Item 8
Restrictions on Sources of Products and Services.

You must operate:all aspects of your Franchised Business in strict confermance with the-methods, standards
and specrﬁcatlons «of our System. Our methods, standards, and specifi¢ations will be:communicated to ‘you
in writing through our confidential Manuals and other proprietary guidelines and wrmngs that we prepare
for your use in connection with the Franchised Business and System. We may periodically change our
System standards and specifications; as we deem appropriate or necessary in our sole discretion, and you
will be solely responsible for costs associated:with, complying with any modifications to the: System,

APPROVED PRODUCTS AND SERVICES .

|
You may only market, offer, sell and provide the Approved Products at your Franchised Busmess in a
manner that meets our System stafidards and specifications. We will provide you with a list of our then-
current Approved Products, along with their standards. and specifications, as part of the Manuals or
otherwise in. writing; prior to.the opening of your Franchised Business. We may update or modify th]S list
in'writing at any time.

If you wish to offer any product or service'in your Franchised Business other than our Approved Products,
or use:any item in connection with your Franchised Business that does not:meet our:System standards and
specifications, then you must obtdin our prior-written approval as:described more fully in this Item. |

‘We reserve the right to modify the. Approved Products at any time in our sole discretion, including thie; right
for us or our afﬁlrate(s) to develop (2) proprietary coffee and tea blends (including private-label brands),
and (b) a customized/proprietary roaster or other: equipment. .

a . o i
REQUIRED PURCHASES OF GOODS AND SERVICES '
You are required to purchase equipment (including espresso machines -and other coffee brewing
equxpment) fixtures, food and beverage products; ingredients;, furnishings, décor items, supplies and
signage for your Café that meet our specifications for.quality and desi gn and from suppliersithat we-approve
which may include us or our affiliate(s).

We must approve in writing in advance products and other items offered for sale at the Café. All requests
for approval must include fresh samples, a copy of applicable vendor licenses, appropriate health
certificates and proof of liability insurance by the vendor. There is no time limitation. imposed upon us
within which approval must be-granted, but a.decision can usually be made within 21 days after our receipt
of all information and samples.

REQUIRED AND APPROVED:SUPPLIERS

We have the right to requi€ you to purchase any items or services necessary to operate your Franchised
Business from.a supplier that-‘we approve or designate (each, an “Approved Supplier”), which may include
us or our affiliate(s). We will provide you. with a list of our- Approved Suppliers in writing as part. of the
Manuals or, otherwise in writing,.and we.may update or modify this list as we deem appropriate. |

\ |
You may generally buy or lease original and replacément equipmeit, fixtures, and supplies meéting our
specifications from any source, including us and our affiliates, although some items may be:obtained only
from our Approved Suppliers. |
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You are required to use our Approved Supplier for site selection assistance and pre-construction
management. There is no upfront, fée for this service. The Approved Supplier’s fees dre-paid. for by the,
landlord of the premises you.select. Additional.services:are offered by our site:selection Approved Supplier,
but are not.required.

Currently, we have Approved Suppliers for the following items that must be used to.establish.and/or operate
your Franchised Business: (i):an accountant, for the first twelve (12) months of operation to ensure accurate
preparation of required repotts and financial statéments and in our desired format; (ii) certain initial and
ongoing advertising, marketing and: public:relations materials/services that'we designate (iii) the point-of-
sale system you must use in connection with your Franchised Business; (iv) branded products:and, supphes
including our branded coffees and all branded tea products; (v) certain other food and béverage products
proposed to be sold at the Franchised Business; (vi) site selection assistance and pre-constructlon
management;, (vii), exterior signage; and (viii) certain furniture; fixtures, equipment and interior signage
that:must be purchased to outfit.and equip your Frarichised Business. We:may also.a reccommended supplier
for (a) insurance, and (b) pre-opening. construction management. Please note that certain branded coffee
might be ‘available on: a direct bill,, direct ship relationship through certain authorized coffee roasters, in
which case: we must first authorize in Wtiting the direct bill, direct ship relationship between you arid'the
authorized roaster.

See Item 11 for computer system requirements. Any puichases frori us and our affiliates, whether required
or voluntary, generally will be at cost. or at prices exceeding our costs so that we can make a profit (plus
applicable taxes and ‘shipping charges) (specific pricing depends on. the particular item involved).! We
restrict.your sources.of certain products to protect our trade secrets, assure quality, assure a.réliable supply
of products that.meet our standards, achieve betterterms of purchase and delivery service, control usage of
the trademarks by third parties, and monitor the manufacture, packaging, processing, and sale of these

items. |
I

We are a supplier of many of the other approved products and supplies; and periodically we: may: be the
sole supplier of some or-all of these items.. Any product or:supply item we have riot previously approved
must be approved in writing by us before. you may: sell or use it at the Café. We will issue and modify
standards :and specifications, based on our, our affiliates’, and franchisees” experience in operating
SWEETWATERS Cafés:in our Manuals or otherwise in wrmng Standards and specifications:may impose
mininium requiremenits for production, performance, reputation, prices, quality, design, and appearance.

We will provide certain standards and specifications for.approved products and services and will ldentlfy
approved suppliers in our Manuals or other communications. Otherwise, we are not required to. provide
our specifications to you.

We and our affiliates hiave the righit not:to sell you.any preducts and not to provide you with services, or to
do so only on a “COD” or-other basis, if you are in default. You may not use-any unapproved products as
replacements.

John Rotche, the Chief Executive Officer of Franworth, owns an. interest in: Liberty: Distribution, LLC,

which:is.currently an Approved Supplier..Other than Lisa.Chin-Bee and Woei Bee, our Presidenit.and Chief
Operating Officer (respectively), 6wning interests'in ouraffiliates who:may from time to time sell products
to you, and except: as. otherwise provided in this Item 8, none of our other officers owns an interest in any
Approved Supplier.
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APPROVAL OF ALTERNATIVE SUPPLIERS

If'you wish to purchase a product or.service that we require you to. purchase from an Approved Supplier
from an alternate source, then yowmust-obtain our prior written approval as outlined'more fully:in thls Item.
We may provide our standards and specifications for our Approved Products directly to our Approved
Suppliers, and may provide these standards and specificatioris to an alternative supplier you propose:if: (i)
we approve the:supplier in writing as outlined more fully in this Item;:and-(ii):the alternative:supplier agrees
to sign our prescribed form of non-disclosure ‘agreement with respect to any confidential information wée
disclose.

‘We may, but are not obligated to, grant your request:to: (i) offer:any products or services in connection.with
your Franchised Business that are'not Approved Products and Services; orii) purchase any item or service
we require you to purchase. from:an Approved Supplier from an alternative supplier-

If you wish toundertake either of these:actions, you must request and obtain our approval in'writing before:
(i) using or offering the non-approved product or service in.connection with your Franchised Business; or
(ii) purchasing from a non-approved supplier. You must pay our then-current suppliér or non-approved
product evaluation fee when submitting your request. We do not currently charge any evaluation fee, but
resérve the right to do so:in the future (in:an amount not to exceed $500 per request). We may ask you to
submit.samples or information so that we ¢an make an informed decision whether the g00ds, equipment,
supplies or supplier meet.our specificatioris and quality standards. In evaluating:a supplier that you prcl)pose
to.us, we consider not only the quality. of the particular product at issue, but also the supplier’s production
and.delivery capability, overall business reputation and finaneial condition. We may prov1de any altérnate
supplier you propose‘with:a copy of our then-current specifications for-any product(s):you wishthe: suppller'
to. supply, provided the supplier enters into-a confidentiality and non-disclosure-agreement in the form we
specify. We may also inspect a. proposed supplier’s facilities and test its' products, and, request that you
reimburse our actual costs:associated with the testing/inspection. f

We will notify you in writing within 21 days after we receive all necessary information and/or-complete
our inspection-or-testing to advise you if we approve or disapprove the proposed item and/or supplier. The
criteria we lise in approving or rejecting new suppliers: is. proprietary, but we. may (but are not required to)
make it available to you upon request. Each supplier that we approve of must comply with. our usual and
customary requirements regarding insurance, indemnification. and non-disclosure. If we approve: any
supplier, we will not guarantee your performance: of any supply contract with that supplier under any
circumstances. We'may re-inspect and/or revoke our approval of a supplier or item.at any. time and for any
reason to protect the best interests.and goodwill of our System and Proprietary Marks. The revocation of a
previously-approved product or alternative supplier is effective immediately when you receive wrltten
notice from,us,of revocation.and, following, receipt of our notice, you.may not place any neworders. for the
revoked product, or with the revoked supplier.

REVENUE FROM FRANCHISEE PURCHASES

The products or services we require you té purchase or lease from an Approved Supplier, or purchase or
lease in accordance with our standards .and specifications, ‘are referred to: collectively: as your “Required
Purchases.” We estimate that your Required Purchases will account. for approximately 95% to 100% of
your total costs incurred in establlshmg your Franchised Business, and approximately 60% to:80% of: 1your
ongoing costs (but 100% of your coffee and tea purchases) to operate the Franchised Business aﬁer the
initial start-up:phase. Please’be:advised that these percentages donotiinclude your lease payments-you make

in-connection with'your Premises.
|
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We: reserve the right to derive revenue from any of the purchases (items. or services) that our System
franchisees.are required to make in connection with the Franchised Business. In our past fiscal year€nding
December31, 2017, we did not:derive'any reveniie in ¢onnection with franchisees’ required purchases. In.
its past fiscal year ending December 31, 2017, our affiliate, Sweetwaters: Brands LLC, generated $34,509
in revenue in.connection with franchisees’ required purchases. In its past fiscal year ending Decembler 31,
2017, our affiliate; Sweetwaters Café, Inc., generated $10,357 in revenue in conhection with franchisees’
required purchases.

COOPERATIVES \

Currently, there are no ‘purchasing cooperatives, but we may, when appropriate; negotiate puféhase
arrangements, including price:terms, with designated and Approved Suppliers on behalf of the System. We:
‘may establish strategic alliances or preferred vendor programs. with suppliers that are willing to supply
some-products, equipment, or services to some or all of the: Cafés.in our System. If we do establish:those:
types-of alliances orprograms, we may: (i) limit the number of Approved Suppliers with whom you may
deal; (ii) designate sources that you must use for some or all products, equipment and services; and (i),
refuse to approve:proposals from franchisees to add new suppliers if we believe that.approval would not be:
in the best interests of the System. i

‘We and/or our affiliate(s) may receive payments or other compensation from Approved Suppliers or:any
other suppliers on account:of these suppliérs’ dealings:with us, you, or other. Franchised Businesses in the:
System such as rebates, .commissions or other forms of compensation. We. may"use: any amounts thet we.
receive from suppliers for'any purpose that. we- deem appropriate. We and/or ouraffiliates may negotiate
;supply contracts with our suppllers ainder which we are able to purchase products, equipment, supplies,

servicésand other'items at a prlce that will benefitusand.our franchisees. We reserve the right to established
more purchasing cooperatives:in the future. Our-affiliate; Sweetwaters Café, Inc., currently receives:a rebate
of 5% on purchases made by franchisees from our thitd-party supplier of cleaning supplies and related
items:

NEGOTIATED PRICES

We currently negotiate purchase arrangements (including prices ‘in some cases) with suppliers for food,
products beverages, coffees and syrups, and paper supplies. In domg so, wWe seek to-promote the: overall
interests of the SWEETWATERS system and affilidte-owned operations: and our interestsas the franchisor:

You will buy some of these items directly from us and others directly from the suppliers.

MATERIAL BENEFITS

We do not provide material benefits to you based on your buying particular products or services or tising
particular suppliers.

FRANCHISEE COMPLIANCE

Whendetermining whether to grant new or additional franchises, we considermany factors, including if,ou,r‘
compliance'with the requirements:described in this Item 8. You do hot receive:any further benefit as-a result
of your.compliance with these: requirements..

ADVERTISING

All advertising and promotional materials and other items we-designate must bear the Proprietary Marks in
the form, color, location and manner we prescribe. In addition, all your advertising.and promotion inany
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medium must be conducted in.a dignified.-manner and must conform to the standards and requirements we.
prescribe in the Manuals or otherwise., You must obtain our approval before you use: any advertlsmg and.

promotional materials or plans in connection with your Eranchised Business if we have not prepared or

approved them during the 12" months prior. to the date of your proposed: use.
APPROVED LOCATION AND LEASE
You must obtain our approval of the Premises for your Franchised Business before you acquire the site.

You miust also obtain our approval of.any contract of sale or lease for the Premises before you:execute the
contract or lease, and we:may condition our approval of any such lease-on you and your landlord’s execution

of our prescribed form of Collateral Assigniment of Leasé (attached as an Exhibit to our current form of

Franchise Agreement). You must also ensure that you comply with all of our System standards and
specifications related to the build-out, remodeling and/qr‘mc,onstruc’tjﬂon of your:Franchised Business at the
Premises; We currently require the use of our Approved Suppliets for site selection.assistance.

If we .grant you. the right to open and operate multiple Franchised Businesses under a Development,
Agreement, you may not enter into your Franchise Agreement foi €éach Franchised Business opened under
your Development Schedule-until you have found:a Premises for that Franchised Business:that weapprove.

INSURANCE

Yoou must purchase and maintain the types and amounts of insurance that we designate in our Manuals or

.otherwise in writing, including a general liability policy with $2,000,000 in total coverage and $1,000,000

per incident, all of which we may modify from time to time as we deem appropriate in our reasonable
discretion. We do not:have an Approved Supplier for insurance, but you must furnish us with certificates

of insurance (or,.at our request, copies of all insurarnce policies), evidencing the existeénce and continuation

of the insurance coverage required by the Franchise Agreement. All policies ‘must contain a waiver of

ssubrogation in our favor, and must name us and any additional parties we designate (which may include

Eranworth):as additional insureds (except with regards to-woerkers” compensation insurance).
COMPUTER SYSTEM !

You must purchase any and all computer hardware, software and peripherals in.accordance with our System

standards and specifications. We may require you to purchase any of these:items from one of our Appreved

Suppliers. Your Premises must have Internet Wi-Fi accéss that the guests of the Franchised Business can

access. We may require’you to purchase:any of these itenis frori one-of-our Approved Suppliers.

7 Item9
Franchisee’s Obligations:

‘This table lists your principal obligations under the franchise and othér agreements. It-will help:you.
find more detailed information about your obligations in these agreements and in other items of this

Disclosure Document.

Obligation Section in Franchise Section in Disclosure Document |
Agreement ‘ Development Item |
Agreement
a. Site selection and. Sections 2,:5,and 6 | Section 1 and Exhibit A Ttem 11
acquisition/lease |

©2018:Sweetwaters Group, LLE
2018 Franchise Disclosure Document 19



purchases/leases

Obligation Section in Franchise, Section in | Disclosure Document
Agreement Development Item
Agreement
b. Pre-opening Sections 5 and 6 Not Applicable. ‘ Items 7,8, 11

|

c. Site:development |
and other pre-opening,
requirements

Sections 2, 5, .and 6

Section I and Exhibit A '

Items 6,7, 1.1

d. Initial and ongoing: Sections 5 and 6 Not.Applicable Item.11

training '

e. Opening Sections 5 and 6 Section 5 and Exhibit A Item 11

f. Fees Sections 3,4, 9, and Section 2 Items 5, 6,7, 11
13(E)

g. Compliance/with Not Applicable Items 6, 11

standards and Sections 5 and 6 |

policies/operating,

manual )

h. Trademarks and Section 7 Not Applicable Items 13,14 |

proprietary-information . .

i, Restrictions on Sections 5 and 6 Not.Applicable Items'8, 11, 16

products/services

offered = |

Jj. Warranty and Section 6 Not Applicable |  Not Applicable;

customier service |

requirements ; ]

k. Territorial Section 2. Sections'1 and'§ . Item12

development:and sales \

quota , | _

1. Ongoing Sections 5 and 6 Not Applicable ‘ Items 8, 16

product/service

purchases ,

m. Maintenance, Section 6 Not Applicable Items 8, 11

appearance, and i

remodeling

requirements ,

n. Insurance Sections'6-and 11 Not Applicable Items 6,11

0. Advertising Sections 4, 5, 6, and 9 Not Applicable Items 6, 11 "

p. Indémnification Section 11 Not Applicable ~ ltem9

q. Owner’s Section 6 Not. Applicable Item 15 |

participation/

management/staffing.

r. Records and reports | Sectioris 4, 6, and 10 Not Applicable Items 6,9, 21

s. Inspections and Section: 5, 6 and. 10 Not Applicable Items 6, 11,21

audits ] 4 -

t. Transfer { Section 13 Section'8 Item 17

u. Renewal | Section 3(B) Not Applicable: Item 17

v. Post-termination. | Sections'5, 8, 14and 16 | Nothing in.Addition to Item 17

obligations. ! Franchise;
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Obligation

Section in Franchise
Agreement

Section in
Development.

Disclosure Document |
Item. !

Agreement

Agreement(s)-Signed

w. Non-competition Section 14 Nothing in Addition to. Item 17
covenants Franchise .
Agreement(s) Signed |
Sections 19.and 21 Sections 12, 13, 14 and Item 17 |
15

x. Dispute resolution

Item 10
Financing

Neither we, nor our‘affiliates-or agents.offer direct or indiréct finaricingto franchisees, not do we:guarantee
your obligations.

Item 11
Franchisor’s Assistance, Advertising, Computer Systems,.and Training

Except as listed below, we are not réquired to provide you:with any sdssistance.
PRE-OPENING OBLIGATIONS

Before you begin operating, the Café, we will satisfy the following obligations under the Franchlse
Agreement.or; if appropridte; the Development. Agreement: )

1. If you have entered into a Development Agreement for the right to open multlple
Franchised Businesses, we: will designate:your Site Selection Area where:you will have the right to locate
and secure a Premises (each .of which we must approve) for each of your Franchised Busmesses
(Development. Agreement, Section 1);

2. We will provide site selection guidelines and assistance (as described more fully below. in
this Item 11), as we deem appropriate.in our discretion, in'.connection with sclectmg the Premises. forieach
of your Franchised Business(es). Wi will also réview; and subsequently approve/reject,.any proposed lease
or purchase agreément for each location that you propose as a. Premises for any- Franchised Business.
(Franchise Agreement, Sections 2(B) and 5(E));

3. Once you secure:a Premises that we:approve for a Franchised Business, we will define’ your
Designated Territory for that. Franchised Business and include its botindaries in a Data Sheet attached asan
Exhibit to your Franchise. Agreement. (Franchise Agreement, Section.2(D));

4, We will provide you with online access to, or otherwise. loan you, one (1) copy of our
confidential and proeprietary Manuals. You must operate your Franchised Business in accordance with the
Manuals.and-all applicable laws and regulations. The Manuals may be.amended.or modified by usitoreflect
changes in the System. You must keep the Manuals confidential and current, and you may not copyjany
part of the Manuals. Y.ou are requlred to. keep a copy of the Manuals &t your Premises, and if there is a
dispute relating to thé contents of the Manuals, then the master copy (which we maintain.at our corporate"
headquarters).will control. We reserve the right to disclose® updates to'the-Manuals.in writing in any manner
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including electronic means such as e-mail, our website and any intranet or extranet that we establish in
connection with the System. The table of contents for our Operations Manual ‘as .of the Issue Date of this
Disclosure Docuineiit is attached to this Disclosure Docament as Exhibit Hand is.a total of approximately
272 pages: Please note, however, that certain. portions of the Manuals will be:set forth on the Sweetwaters
Team Site and you will be solely responsible for ensuring compliance with these “onling” portions: of the
Manuals as well. (Franchise Agreement, Section 5(D)); '

5. We will provide you with a list of our Required Items and Approved Suppliers (to. the
extent we have designated them), either as -part of the Manuals or otherwise in writing. (Franchrse
Agreement, Section 5(D));

6. We-will review and approve:your signage, the:proposed layout and design of your Prernises
— whether created by our Approved Supplier or other contractor you select (which you may only use:if we
do not; require you to use our Approved Supplier) —‘as well the equipment, furniture and. fixtures used in
connection 'with your Franchised Business; as we deem appropriate and advisable in our discretion.
(Franchise Agreement, Section 6(D));

7. Provide you with guidance and/or directives in.connection with how to éxperid the required
funds associated with the promotion.and advertisement of the grand.opening of your Franchised Business.
(Franchise.Agreement, Section 5(F)); and. / ' |

8. We will provide you and up'to two (2) additional individuals you-designate with our Initial
Training Program (comprised:of approximately.3-weeks of instruction), both regarding our System:methods
and techniques related to the establishment .and operationi of a SWEETWATERS Café. We will provide
this training to you.and-your designated trainees at our then-current Initial Training Fee,:and'you are solely’
responsible for-all costs:and expenses you (and all other attendees) incur in' connection with attendnllg the:
portions of our Initial Training Program that take place at our training facility in Ann Arbor, Michigan (or
other training facility we designate), which may include travel, lodging, meals and employee wages.
(Franchise: Agreement, Section 5(A)). Please see:below, under the: headmg “TRAINING PROGRAMS” for
additional details regarding the Initial Training Program.

'‘CONTINUING: OBLIGATIONS

After the opening of your Franchised Business, we (or our designee) will or may, as applicable,
provide you with the following assistance:

1. We.may offer; and.require you and your Designated Manager to attend, additional trauung.
programs and/or refresher courses, as we deem necessary ‘in our sole discretion (“Addmonal Training?”).
While you have the: option to attend any Additional Training we offer, subject to. the- availability of our
classes, we may require: that, you and your Designated Manager attend. up to. five (5) days of Additional
Training each year at our headquarters or -other location ‘we designate each year. You will be required to
pay ‘our then-current Additional Training Fee for any Additional Training you and your employees attend.
You will also be solely responsible for all expenses incurred in atténding Additional Training, (Franchise:
Agreement, Section 5(C));

2. ~We may provide you with continuing consul'tati"on and advice as: we. deem necessary in
thlS assistance by telephone facsimile, intranet communication, Skype ofr any other commumcatlon
channel, as we deem advisable and subject to the availability of our personnel. Certain of this advice and
consultation may be. provrded based on certain reports, guest satisfaction surveys and other brand quality
measurements we impose in connection ‘with the operation of your Franchised Business, and, such
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|
|
i . E i L . I .
advice/consultation will be subject to your timely provisien of any reports we require you to submit.
(Franchise. Agreement, Section '5(G)).

3. We may also provide you with additional on-site -assistance, subject to the avallablhty of
our field representatives and, upon. our request, payment of our then-current Additional Trammg Fee.

(Franchise Agreement, Section 5(G));

4, Wewill approve ordeny any advertising/marketing materials you wish to use in connéction
with your Franchised Business as described moré fully: below in this Item 11. (Franchise. Agreement
Section 5(H));

}

5. We may also,-as we deem nécéssary in our discrétion, provide you with seasonal signage.

and marketing templates or materials that you will be required to use in: connection with- your Franchlsed

Business. (Franchise Agreement, Sections 6(M));

. ) ~ N l
6. ‘We will approve or disapprove your requests to: (i) purchase and/or ‘offer non-approved
products. or services in connection with the Franchised Business; and (ii) make Required Purchases from

suppliers other than our then-current Approved Suppliers. (Franchise Agreement; Section 6(K));

|
7. We may' schedule and hold a. franchise conference, as we deem advisable in our sole
discretion, to discuss the current state:of the- System, improvements to'the System, hold discussion forumis
for System franchisees and recognize certain franchisees. In the event we schedule a conference, we:may
requlre you'to attend for up to five:(5) days each year. You will responsible for the costsrand expenses you
incur in connection with any franchise conference, but we will not-charge any attendanice/registration fee

(Franchise Agreement, Section 5(P));

8. We will display the contact information of your Franchised Busiiess on the website: that
we of our-désignee maintains to advertise and promote the SWEETWATERS brand, our Proprietary Marks.
and other Café locations, provided you are in compliance with the: terms of your Franchise Agreement.
(Franchise Agreement, Sections.5(I) and H(G)); :

9. We will administer-and maintain a Brand Development Fund (the “Fund”) for the benefit
of the System, as we:deem necessary in our:sole discretion. (Franchise Agréement; Sections 5(K) and 9(E));

10. ‘We may, as-we deem appropriate in our discretion, establish and maintain a website portal

that will be accessible by SWEETWATERS franchise¢s, which may. be used for purposes of (a) providing

updates, supplements and supplemental information:that will constitute part of one:(1) or more Manua] (b).
providing webinars and other training, including portions of ‘our Initial Training Program, (c) providing
advertising templates or other marketing/promotional materials, as well as information related thereto, and

(d) otherwise communicate with our franchisees regarding the brand, System andlor specific

operational/promotional aspects of'a Franchised Business (collectively, the “Sweetwaters Team Slte”)\
(Franchise Agreement, Section 5(1));

11. We may‘conduct, as we deem advisable in our sole discretion, inspections of the premises.
and:audits of the Franchised, Business and your-operations generally to-ensure compliance:with.our System

standards :and:specifications. We may also prepare written. reports outlining any recommended or requlred

changes or improvements in the operations of a SWEETWATERS franchise, as we deem appropriate. in
our sole discretion, and detail any deficiencies that become evident as 4 result of any inspection or audit.
(Franchise Agreement, Section 5(K));

12. We:may supplement, revise.orotherwise modify the Manuals.and/or the Sweetwaters Tieam
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Site:as we deem necessary or prudent in our:sole: discretion, which may, among other things; prov1de new
eperations-concepts.and ideas. We may provide you with these updates through various. mediums, mcludmg

‘mail, e-mail and our System-wide intranet (Sweetwaters' Team Site). (Franchise Agreement, Section 2(G));

and

13. We may: (i) research new gourmet coffee‘and'tea, products:and.equipment and methods of

.doing business and provide-you with information we have developed.as a result of thisresearch, as we:deem

appropriate in our sole discretion; and (ii) create and develop.additional. products:and services to be offered
or-provided as: Approved Products at SWEETWATERS Cafés, including proprietary products:and services'
that may be sold under the trademarks we designate, such as proprietary coffee. roasting machines.
(Franchise Agreement, Section 5(J)).

No other assistance, supervision, or services are provided by us or any affiliate for the Café’s operlatlon

Neither we nor any affiliate is bound by the, Franchise Agreement or-any other agreement to provide any
other supervisory assistance or services.

TRAINING PROGRAMS

‘Our training program is supervised by Lisa Bee (see Item 2), who founded the SWEETWATERS brand.
and has been involved in all' aspects of operatibn since thé brand started operating in 2003. There will be
additional training personnel that will-assist in the:provision of the training program. Suchinstructor(s) will:
(i) have:prior operational experience (which may-include working:in and/or managmg one of our-affiliate-
owned locations); and (ii) provide instruction on topics with which they have-this prior experience. |

Julie Depowski and Laurie Vaquera are two of our t‘rainihg instructors and will assist with all in-store
operations trammg subjects. Ms. Depowski has six (6) years® experierice with us and/or our affiliates and
five (5) years’ experierice with the: trammg subjects she teaches. Ms. Vaquera has seven @) yjears
experience with us and seven (7) years” experience with the training subjects she teaches. Tim O’ Connor
may also provide instruction as part of our trammg program Mr. O*Connor-works for a third party and not
us directly, but he has over 20 years of experience in the subject matters he: typically. provides instruction
on.

Ongomg training is provided through our training website that we-call Sweetwaters University, You will
be given access to the training website in order to train your staff, ,

Initial Training Program ,
|
You and your Designated Manager must successfully complete to our satisfaction our mandatory training
program (Initial Training Program), as outlined in the tables at the end of thi$ item, before you open your
Café for business. All persons atténding the Initial Training Program must, before attending, sign. and
deliver to us all required covenants and agreements regarding confidentiality. The instructional matérials
you will receive and use:at Initial Training: Program include handout materials, an instructional manual] and
visual aids. The Initial Training Program is offered as needed, and we will attempt. tonaccommdda,te'i you
by scheduling additional training times if we are able to do.so.

"We bear the.cost.of mamtammg our training facility in Ann Arbor, Michigan, including the overhead cost

of training, staff salaries,and training materials. Y.ou must pay our then-current Initial Training Fee, (whlch
isicurrently-$5,000).and also pay all travel, living, andother incidental expenses you and your employee(s)
incur to attend Initial Training Program. Our current Initial Training Program consists of approximately 3
weeks. of classréomi, online, and in-store training, as described below. We reserve the right to modify the
progiam periodically as we deem appropriate. There is no specific timetable aftér you sign the Franchise
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Agreement. or before you commence operation. by which you must complete the training program You
must, however, complete training before opening the Café for busiiiess.

We.may, in.our sole discretion, offer and make available'to you supplemental or recertification managément

training programs. These. will take- place at our headquarters unless we tell you otherwise. You are
‘responsible for:all expenses incurred to dttend these-programs. |
TRAINING PROGRAM
Hours of Hours of Hours of Location
Classroom' | Online/Home/Phone/ | On-the-Job |
Training | or Other Site Training | Training
Subject : ;
Priorto Training — 0 5 0 | On your compuiter
read all Manuals ] 1 (online)
New: Team Member 0 1 0 On your computer
online training (online)
Barista online 0 1 0 ~ On your computer
training: _(online)
‘Team Leader online 0 1 0 On'your computer
fraining (online)
Advanced Barista 0 1 0 On your computer
online training, (onling)
Franconnect. 0 2 0 On your computer
Training } (online).
Hireology Training 0 3 0 On your computer
(online)
Review and 0 2 0 At your location
complete Training
Progress.Sheets
Review pre-training 0 1 0 Over the phone
materials ' ]
Orientation.and 6 0 2 Our headquarters'in
Introduction to Ann Arbor, MI
SWEETWATERS ‘
New Team Member 2 0 6 Our headquarters!in
Training Ann Arber; MI
Opening ‘Shift 0 0 5.25 Our headquarters!in
Training i Ann Arbor, MI
Marketing 4 0 0 Our headquartersin
Ann Atbor, MI,
' Barista Training 0 0 6 Our Headquarters in
‘ Ann Arbor; MI,
G.U.E.S.T. Training 0 0 1 Our headgquarters in
‘ Ann Arbor, Ml
i

©2018:Sweetwaters:Group; LLC

"2018!Franchise Disclosure Document

2§

1
I




Hours of Houts of Hours of Location.
Classroom | Online/Home/Phone/ | On-the-Job
Training | or Other Site Training | Training
Subject ‘ . |

Closing Shift 0 0 ‘ 2 Our headquarters in
Training Ann Arbor, MI

' Training Staff [} 0 3 Our headquarters in

' Ann Arbor, MI

Team Leader : 0 0 6 | Our headquarters in
Training ‘ Ann Arbor, MI
Scheduling, 0 0 ' 3 Our Headquarters in
Inventory, Ordering o Ann Arbor;, MI
Restaurant supply, 0 3 0 Over the phone
supply orders; ‘
‘Opening;Schedule;
Grand Opening ‘ i ,

Staffing & Staffpre- | 0 3 1 0 Over the phone

training _ ,

~Planning ordering: 0 1 0 Over the phone

' dates & store set-up |
check in :
In store staff training. () } 0 28 Atyour location
Soft Opening: 1] 0 4 Atyour location
training; ‘ :
Opening Daysupport 0 0 ‘ 8 At.your location
& training , | '
Totals 12 hours 32 hours ~ 74.25 hours

SITE SELECTION

Site.Selection Area

As previously discussed in Item. 1 of this Disclosure. Document, we will ;ypically"degigﬁate:a Site Selection
Area wherein you must locate your new Franchised Business.at the time you enter into a single: Franchise
Agreement with us, unless you have already secured an approved Premises at that time. )

If we grant you the right to open multiple franchises under-our form of Development Agreement, you' will
be:granted a similar Site Selection Area wherein you'will be required'to open a certain number-of Frarichised
Businesses as set forth in your Development. Schedule. Your Site Selection. Area under a Development
Agreement may be the same or comparable to the geographic area that. we designate for a single-unit
franchisee to locate its Franchised. Business. The procedure. for how you — as' well ‘as :any other franchisees
and developers that have been assigned a given Site Selection Area— desngnate -andiselect specific locations
for the site:of'a franchiseis.discussed more fully below:

©2018 Sweetwaters Group, LLC
2018 Franchise Disclosure Document 26



Site Selection Priority in a Given Site Selection Area

Regardless of whether you enter into a single Franchise Agreement or a Development Agreement, the
process and procedure for'proposing and selecting each Premises within the geographical area désignated
in your agreément is typically the same. !

You must.use our Approved Supplier to assist you in;securing an approved Premises-within your designated
geographical area. |

As previously mentioned, your rights within any Site Selection Area are not ex¢clusive. Other franchisees
and developers might also be:locking for sites insall or some portion of'the same Site Selection. Area.at'that
same ‘time. In terms of site allocation as sites become available (or as' we learn of such sites from our
Approved Supplier), we generally award sites to- developers based on when they signed their respective
franchise agreement.for the Franchised Business at issue. (a “first signed, first served” basis). As such, you
may not get a particular site if there is another developer or frarichisee that (a) has the samie Site Selection
Area as you, and (b) signed a Franchise Agreement to operate a Café within the:Site Sélection Area before
you did.

As a ‘general matter, if there are two (2) developers/franchisees searching for locations in the sa‘mcle Site
Selection Area and neither franchisee/developer-has secured a site for development, the: party. that initially
signed a Franchise Agreement to operate a location within the Site Selection Area will have the first
Opportunity to revi'ew and secure a sit‘e within the. Si‘te SelectiOn Area that‘ is found by -our Approved
will generally be afforded the opportumty to develop a Cafe at an acceptab]e site wrthm the: Srte Selectron
Area before that location is offered a party that (a) signed-a Franchise. Agreement at an earliér time, arid (b)
has already secured a location for the:Café governed by that Franchise: Agreement. i

)

We currently require all of our franchisees to' use our Approved Supplier for site selection assistance.
Despite any assistance that we or our Approved Supplier agree to provide to you, however, we are not
obligated to conduct site selection activities within your Site Selection Area. It is your fundamental and
primary responsibility to locate and secure these sites to help ensure compliance with your development
obligations. .

!
. . |
Site Selection. Assistance and Conditions to Approval Generally: !

While we perlodlcally may also provide direct site selection assistance. as we deem appropriate-in our
discretion, it is"your obligation to locate, submit for our approval, and secure (once approved) a site that is
suitable for the Café. Failure to do so in a timely manner will be a violation. of your area development
agréement and franchise agreemerit. 'Wé must approve your Café’s proposed site (consistent. wrth the
priority and procedure disclosures set. forth above in this Item) before you take steps to:secure it. There is
no contractual limit on the time it takes us to approve ot disapprove your' proposed site or lease, but 1t will
typically take us 21 days from the time that we have all of the necessary documentation for review. In
deciding whether to approve or disapprove your proposed site, we will take various factors into account;
including location and condition, of the shoppmg mall, the Café’s proposed location, customer traffic
patterns; démographics,, geography, Café size, surroundmg aréa, ‘and lease  requirements. 'You may not
move forward with a site'that we:have not approved or have disapproved. (Franchise Agreement, Sections
6(Ayand (D)). ;
We must also have the opportunity: to review and approve/reject any lease or purchase agreement tl'or a
proposed Premises before you enter into such an agreement. We may condition our:approval on a nuniber
of conditions, including: (i) an :agreement. by you and the landlord -of the: Premises to enter into our
©2018 Sweetwaters Group, LLC ’
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prescribed form of Collateral Assignment of Lease; and (ii) receiving a written representation :f,rc;m the
landlord of the Premises that you will have the fight to operate the. Franchised Business, including offéring
and sélling the Approved Products and Services, throughout the term of your Franchise Agreement. Under
the Collateral Assignment of Lease, we'will have the optlon,.but not the obligation, to assume:or-renew the
lease for the Premises (the “Lease™) for all or part of the remaining, terin of the Lease if you are in material
default. of your Franchise Agreement and/or Lease and/or fail to timely cure that: default. (Franchlse
Agreement, Sections 5(E) and 6(A); Exhibit C to Franchise Agreement),

We will use:reasonable efforts to approve or réject-any proposed location (and.corresponding lease/purchase
agreement) within 30 days of the date you provide us'with al] reque'ste‘d materials. If we:determine t]{1’at an
on:site evaluation is necessary, then you rmust: (i) submit to us in the form we: specify a description of the
site prior 'to éur represéntative conducting its on-site evaluation, including evidence that the: site. satisfies
our site selection guidelines and any other information and materials that we- may reasonably fequire,
including a letter-of intent or-other evidence that confirmis your favorable prospects for obtaining the site;
and (ii) réimburse us for the expenses incurred in connection with such an evaluation. If we donot provide
our specificapproval of a proposedilocation within this 30-day period, the:propesed.location will be déemed
rejected. Our approval only means that the site meets our minimum requiréments for-a Franchised Business:
(Franchise Agreemeént, Section 5(E)).

Time to.Secure. Premises under Single Franchise Agreement ‘
You'must sign a lease or-sublease for the Café within one (1) year after signing the Franchise Agreement
If you do.not have an approved site for the Café before you sign the Franchise Agreement; you: will look
for a site within a general market area upon which we.and you will agree., If we:and you cannot agree on.a
site, wé will not enter into the Franchise Agreement with you (if it has not yet been signed), or, after a
reasonable extension of at. least:90 days, we may terminate the Franchise Agreement:(if it has been si gned)
(Franchise Agreement, Sections 6(A) and (D)).

Time to.Secure. Premises in Context _'of a Development Agreement

If you enter into a Development Agreement, you must ensure that you sign a Franchise Agreement and
secure an approved Premises. for-each Franchised Business you agree to develop so that you have enough
‘time to construct, equip and otherwise undertake:all actions necessary to open each Franchised Businéss in
accordance:with the timelines set forth in your Development Schedule.

TIME TO OPEN

Franchise Agreement \

‘The- typical length of tithe between the signing of your Franchise Agreement and the opening of your
Eranchised Business is between nine (9) and 12 months. The specific time period: depends on your:ability
to locate a site, negotiate and sign a lease, and secure financing. It may also. be affected by the extent to
which you'must-upgrade or remodel an existing location, timing,of required: permits, delivery scheduler for
equipment, inventory‘and supplies, and completion of training.. You must secure:a Premises:and open.your
Café within one (1) year-of executing the Franchise: Agreement. Reéasonable extensions 0of 90 days will be
granted if you can demonstrate you are using good faith and best efforts to secure a site. Otherwise; we
may, at our option, terminate your Franchise Agreement. (Franchise Agreement, Section 6(D)): !
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Development Agreement

If you have entered into 4 Development Agreeifient to open multiple Franchised Businesses; your
Development Agreement will include a Development Schedule containing a deadline by which you. must.
have each;of your Franchised Businesses open.and operating. Your Development Schedule may depénd on
the number of Franchised Businesses you are gianted the right to opeii and operaté. (Development
Agreement, Section 5). I

ADVERTISING AND MARKETING.

All advertising and promotion materials that you use in connection with your Franchised Business must be
approved by us and.conform to the standards.and requirements: that we specify. 'We may make available to.
'you from time to time, at your expense, certain promotional materials, including newspaper mats, coupons,
merchandising materials, point-of-purchase materials, special promotions, and similar advemsmg and
promotional materials. You must also participate: in certain promotiofis:and advertising programs that we
establish as an integral part of our System, provided these activities:do not contravene regulations. and laws
of appropriate. governmental authorities..(Eranchise Agreement, Section'9(A)).

If -you wish. to use any advertising or promotional materials other than those that we have: previously
approved or designated within the preceding 12 months, then you must submit the materials you wish fo
use to us for our prior written approval at least twenty (20) days prior to publication. We will use
commércially reasonable efforts to notify you of our approval or disapproval of your proposed matenals‘
‘within 30 days of the date we receive the materials from you. If you do not receive our written approval
during t that t1me penod however, the proposed materials.are. deemed dlsapproved and you may riot use, such
(i) prescnbe a different tlme period for use; or (ii) require you'to dlscontmue using; the prev1ously-approved
materials in writing. We may require you to-discontinue the use of any advertising or-marketing material,

including materials we previously approved, at any time. (Franchise Agreement, Section 9(B)). Except as
otherwise provided in this Item, we are not required to spend any amount on advertising in your Designated
Territory.,

Grand Opening Aa’vertzsmg You must conduct a grand opening advertising and promotional program,
whlch we must approve pnor to openmg your Cafe (the “Grand Openmg Advertlsmg Requ1rement”) The
expend at least $5, 000 (Franchlse Agreement, Sectlon 9(C)). We may require’ that you: expend any pomon
of your Grand.Opening Advertising Requirement.on marketing,.advertising and/or public relations SCTYICCS‘
from.our Approved Suppliers. ,

Local Advertising. Recognizing the importance of promoting ‘your Franchised Business within your
Designated Territory and.surrounding area, you must éxpendsa minimum of one percent:(1%) of the Gross
Sales of your Café on local advertising'and marketing (the “Local Advertising Requirement”). (Franchise
Agreement, Section (D)). |

You must spend. the Local Advertisement Requirement as we prescribe in the Manuals ‘or otherwise in
writing, which may include, without limitation, ‘requirements that you place a certain number-and/or type(s)
of media advertisements and participate in customer loyalty programs. You must use any advertising
materials we generate in connection with local advertising; 'or; should you decide to use materials created
by persons other than:us, those materials must be approved by us prior to their placement. You may spend
any additional sums you w1sh on local advertising; and all materials-used for these local marketing efforts.
must be approved by us prior to placement. You acknowledge and agree that. your local advertising
obligation must be expended regardless of the amount(s) spent by other System franchisées on local
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. l
advertising. You may only use the advertising and promotional materials'we have previously approved in
writing. (Franchise Agreement, Section %(D)):

Brand Development Fund. We currently intend on establishing -and admlmstenng a Brand Development
Fund. for the, benefit of the entire System of SWEETWATERS Cafés in the 2018 calendar year. Once the
Fund s established, you are required to contribute:two percent (2%).of the Gross Sales'of your Café towards
the Fund-(the “Fund Contribution”). Our‘company-owned Cafés reserve the right, but not the obligation, to
coiitribute to the Fund in the same manner, amourit, of frequency that each franchised Café is requlred to
contribute. (Franchise Agreement, Section 9(E)).

We will have the right to use the Fund contributions, in eur ‘sole discretion, to develop, produce, and
distribute national, regional and/or local marketing materials and to.create advertising ‘materials and public
relations materials which promote, in our’sole judgment, the goods and services: offered by Cafés. We:may.
userthe Fund to satisfy any and all costs-of maintaining; administering, directing, preparing, and producing
advertlsmg, including, without limitation: (a) the' cost of preparing and. producing; television, radio,

magazine, and newspaper, and social and digital media advertlsmg campaigns; (b) the cost-of direct mail;

(¢) the cost of public relations-activities.and advertising:agencies; (d) the cost of developing and maintaining
an Internet website and:a gift card program; (e) the cost of developing customer loyalty programs; and (f)
personnel and other departmental costs for advertising that we ‘internally adiminister or prepare. While we
do not anticipate that any part of Fund contributions will be used for advertising, which is principally a
solicitation for franchisees, we reserve the right to use the Fund for public relations or recognition of our
brand, for the creation and maintenance of a. wéb site,:a portion.of which can beused t6 éxplain the franchise
offering and, solicit potentlal franchisees, and to include a notation in any advertisement: indicating
“Franchises Available.” (Franchise Agreement, Section 9(E)). .

We will use the Fund contributions 1o develop and :prepare ‘advertising which we will distribute to
franchisees for their placement in the local media. The advertising will be prepared by us and by outside
sources. If' we do not spendall Fund contributions by the:end of ¢ach fiscal year, the funds will be carried
forward into the next fiscal year. You must contribute to the Fund regardless of amounts. due from other
franchisees. There:is.no requirement-that the Fund be audited. Upon your written request, we will provnde
you with an unaudited accounting of Fund expenditures within 120 days after the end of €éach fiscal year

We have the right. to incorporate the Fund as a separate business entity. (Franchise Agreement, Section

9(E)).

We have the sole right té determine how to spend contributiofis to the Fund, or any funds from any *(I)ther
advertising program, and the sole authority to determine ‘the selection of the: advertising materials and
programs; provided, however, that we will make a good faith effort to. expend such funds in the general
best interests of the. System. on a. national or regional basis. We are not requited, iinder the. Franchise
Agreement or elsewhere, to-spend any-amourt of the: Fund contributions.in'your Territory:andnot:ali System
franchisees will benefit directly or on: a pro rata basis from our expenditures, We have the right to
reimbursement from the Fund contributions for reasonable costs and overhead, if any, as we may incir in
activities which are reasonably reldted to directing and implementing the: Fund and advertising programs
for franchisees and the System, including costs of personnel. for creating and implementing advertising,
promotional and'marketing programs, and the cost for accounting for the Fund.  (Franchise Agreenﬁen‘t',
Section 9(E)). '

‘We. did not establish and maintain.a Fund during our past fiscal yedr and, as a resiilt,'we do not have, arly
breakdown of the Fund expenditures over this time period. I
Advertising Council. Currently, we have not established.an-advertising council (the “Advertising Council™),
but we reserve. the right to do so in the future. If we establish an Advertising Council, it will serve in an
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advisory capacity to us ‘with respect to certain. advertising expenditures, including providing
advice/guidance on how to administer the Fund (if established in the future). At our discretion, the
Advertising ‘Council may be. comprised of our management representatives, employees, you and/or’ other
franchisees in the System, We will have the right to modify or dissolve an Advertising Council (if created)
at any ‘time. (Franchise Agreement, Section 9(F)).

Regional Advertising Cooperatives (“Cooperatives ”). We have the right.to designate any:geographicalarea
for purposes of establishing a regiornial advertising and promotional cooperative: (“Cooperative?), and to
determine whether.a. Cooperative is applicable.to your Café. There are currently no: Cooperatives. We also
have the power to form, change, dissolve and/or merge Cooperatives. If a Cooperative. is.: established
applicable to your Café, you must participate in and contribute to the Cooperative. If a Cooperative is
established, it need not operate from written governing documents and, as:such, these documents will .not
be: available for franchisees to review. Each Cooperative will be organized and governed in a forin and
manner, and will commerice operation on a date; approved in:advance by us. Each Cooperative will be
organized for the exclusive purpose of administering regional advertising programs-and. developing, subject
to our approval, standardized advertising materials. for use by the: members in local advertlsmg No
promotional or-advertising plaris or materials may be used by a Cooperative or furnished to its members
without our prior written approval. .All such plans and materials will be-submitted to us in accordance with
the procedure set forth in the Franchrse Agreement Cooperatlve contnbutrons will be. credlted t0\]7vards
Requlrement unless a majority of the Cooperatrve votes to.increase: that requirement. We may grant to any
franchisee, in our sole discretion, an exemption.for any length of time from the requirement of membershrp
in.a:Cooperative, upon written request of such franchisee stating reasons supporting:such exemption.| | Our
decision concerning such request for an exemption will be final. (Franchise Agreement, Section 9(H)).

Upon the request.of‘a franchisee in the Cooperative, the Cooperative will provrde that franchisée:a copy of
the bill foradvertising that the-Cooperative received. Neither we nor the Cooperative will prepare an annual
accounting of these funds. (Franchise Agreement, Section 9(H)). r

Online Directories. As.another means of advertising, you must ensure that the Franchised.Business is listed
in-appropriate Internet-based telephone directories that'we designate. You must ensure

ELECTRONIC CASH REGISTERS; COMPUTER SYSTEMS |

You must use:a point-of-sale type of electronic cash register (the “POS System”) that we specify that; at a
minimum, allows you to process all Café transactions. and allows us. to poll activities at your Café. The
POS System keeps track of sales,.sales by item, sales:by hour, and related transactions. We-currently have
an.Approved Supplier for the POS System, as wel] as:a gift card and loyalty program, that . you must use iri
connection with your Franchised Biisiness. We estimate that the cost of the POS, System: will be
approximately $2,547 to-$2,660. Y.ou will also incur a.POS. Fee, as described in Item 6, that. you must pay:
to the third-party Approved Supplier:for credit card processinig:and support of the POS System, as well as
for software and support related to our gift card and loyalty programs. The current POS Fee/crediticard
processing fee'is charged-on a per transaction basis for each transaction utilizing credit card payments. The
gift card and loyalty program fee which is:currently $28'per morith and the inventory managément program
fee is '$60 per month. Both of these fees are payable to third parties. You will be required to pay to'usa
Techinology Fee, which is currently:$149 per month, for (a) web- -hosting, (b) other: website-related services,
and (c) any other technology that we (i)-designated for use in connection with the System, and (ii) determme
to-use the Technology Fee to cover part:of all of the costs associated with this. technology
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There are not currently any separate centracts in place with respect to POS System support, mamtenance-
updates or upgrades, but we reserve the tight to impose these types of required or optional contracts'in the
future.
[

All hardware components and software are the propnetary property of their manufacturers or developers,

who néed not provide ongomg mamtenance repalrs upgrades or updates unless you pay for them We
computer system regardmg the Café but no mdependent access to any other mformatxon and data’ We
réserve the right to-change and/or update these specifications periodically, in which case you must update
your system. There are:no.contractual limitations on the frequency and cost of this obligation. Franchisees
generally will pay, to-our Approved Supplier, for computer hardware and software support on an as-needed

‘basis. Ifa franchisee wants an annual.support contract, it must; negotlate directly with the.computer system
‘provider.

WEBSITE AND INTERNET USE

Except as approved in advance in writing by us, you must not.establish or maintain 4 separate website,
splash page, profile or other preserice on the Internet, or otherwise advertise on the Internet or any: other
public computer nétwork in connection with the Eranchised Business, including -any profile on Facebook,

‘MySpace, LinkedIn, Instagram, Pinterest, Twitter, YouTube or any other social media and/or networking

site. Any such Internet website or présence is considéred “advertising” and must be approved by usiprior
to use, as described in'this.Item. If we.do permit you to establish one or more-of the above presences on the

Internet, you must: (i) establish and operate your World Wide Web or Internet site in écéOrdanc’—e. with

System standards and any-other policies we designate in the Manuals of otherwise in writing from time to.
time; and (ii) utilize any templates that we provide to you to create.and/or modify such site(s). (Franchise:
Agreement, Section 5(I)).

'We have the'right to establish and maintain a website, that may, without limitation, promote the Proprietary

Marks and/or the System. (the “Website”), including the contact information of your Franchised Business.

'We: agree. to establish an interior page on ouf corporate websité to, display the Premisés and contact,

information associated with the Franchised Business for so long as (i) the Franchised Business.is open:and

actively operating, and (i) the Franchise Agreement governing that Franchised Business is not subjéct to

termination. We have sole control .over all aspects of the WEbSite,_including withotit limitation its.design,
content, functionality, links to other websites; legal notices, and policies and terms:of usage. We also have'

the right: to discontinue operation of the Website at any time: without notice to you. We have the right to

modify our policies regarding your use of social media and Internet websites in connection with your
Franchised Business as we deem necessary or appropriate in the best interest of the :System. We- (or our
affiliate) are the sole registrant of the Internet domain name www.sweetwaterscafe.com, as well as any

other. Internet domain names that. we or our affiliates register in the future. Y'ou miust not register, any’

Internet domain name that contains-words used in.or similar to:any brand name owned by us or ouraffiliates

or any, abbreviation, acronym, phonetic variation or visual variation of those words. (Franchise Agreement :
Section 5(I)).

|

|
Item 12
Territory

FRANCHISE AGREEMENT |

Once you have secured the Premises of your Franchised Business, we- will define the Designated’ Territory
on the Data Sheet attached to your Franchise Agreement. Your De51 gnated Territory will typlcal]y be atwo-
(2) mile radius around your Premises, unless your Franchised, Business is located in a' major metropolitan
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downtown area or- 51m1larly-sntuated/populated central business district (a “Central Business Dlstnct”) If
your Franchised Business is: locdted in such a major metropolitan downtown area -or Central Business
District, your Designated Territory may be limited to the geographic area comprised of anywhere from a
radius. of twe (2) blocks to onie (1) mile around your Premises, as we deem-appropriate in our discretion:
The size of your Designated Territory may vary from other System franchisees based on the. location and
demographics surrounding your Premises. |

The boundaries. of 'your Designated Territory may be described in terms of zip codes, streets, landmarks
(both natural and man-made) or county: lines, or otherwise delineated on a map ‘attached to the Data. ‘Sheet
The sources we use:to determine the population within your‘Designated Tertitory will be publicly. avallab]e
population information (such as.data published by the U.S. Census Bureau or other governmental agencies
and commercial sources). :

You ‘may not relocate your Franchised Business without -our written consent, which we will not
unreasonably-withhold provided: (i) the new location islocated within your Designated Territory and meets
our then-current criteria for a Premises; and (ii) at our request, you reimburse thie cost and expenses we
ineur in connection with.reviewing:your proposal. When considering a request for relocation, we may take
into account the desirability of the proposed new location, its distance from other and future-planned
franchised locations, the traffic patterns, security, cost, and the demographics of the area, as well as any
other related factors: we: deem appropriate. We will not unreasonably withhold or approval of. your
relocation request, provided the location meets our site.selection criteria..

During the' term of your Franchise Agreement, we will not:open or operate; or license a third party-the’ nght
to open or -operate, any other Café utilizing the Propnetary Marks. and System within your DeSIgnated
Territory.

Excepted out and excluded from the Designated Territory will be venues within the Designated Territory
that we consider “Non-Traditional Sites™ in our discretion. Among other sités, the term “Non-Traditional
Sites™ includes, without limitation, hotels, resorts, airports, stadiums and sports. arenas,, public facilities,
college and school campuses, military. bases, other mass gathering events or locations and other captive
venues. ‘As Jong as you meet the eligibility requirements for the Non-Traditional Site at issue and. are not
in default under any agreements with us, we agree to offér you.a.30-day right of first refusal for any’ Non-
Traditional Site locations that.are.located within your Designated Territory prior to developing the loc'atlon
ourselves or offering them to.a third party.

In light of the forégoing, you will not.receive an exclusive territory. 'You may: face: competition from other
franchisees, from outlets that-we own, or from other channels of distribution or competitive brands that. we
control.

Your Designated Territory cannot be'modified except by mutual written agreement signed by both parties.

DEVELOPMENT AGREEMENT

|
If'you enter into a Development Agreement, we:will define a Site Selection Area wherein you will have the
right tolocate and 'secure the approved Premises: for each Franchised. Business you 'must open under } your
Development Schedule. The size of the Site Selection Area will likely vary among new
prospects/developers, with the size:of your Site Selection typically depending on the demographics of the
area in and around the region you 'wish to develop. ' ' 7

We typically identify your Site Selection Area early during the franchise due diligence and offer prolcess
(based.on where you tell us you wish to operate) and we will insert the Sité S¢lection Area description into
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your Development Agreement before you sign-it. The Site Selection Area may not be modified at any time
during the:term'of the Development Agreement unless the parties agree to such amodification in.a separate
signed writing. Typically, your Site Selection Afea will be-all or part of a Metropolitan Statistical Area.(or
“MSA”) as established and defined by the U.S. Office of Management and Budget. |

If 'you are:in full compliance: with your Development Agreement: and any ‘existing Franchise Agreement
you have entered into with us, then we will grant you the riglit to open the number of SWEETWATERS
franchlses you agreed to open as part of your Development Schedule within your Site Selection Area. We
requxre that you locate, review and secure these locations using our Approved Supplier for site sel¢ction
services. Your rights within the Site Selection Aréa are non:exclusive. You will not réce€ive an exclusive
territory under your Developmeént Agreement. You may. face competition. from other franchisees,, from
outlets that we control, or from other channels of distribution or competitive brands that wecontrol.,

Once you have secured a Premises for a given Franchised Business to fulfill your development obligations
under your Development Agreement, we will ‘grant you a Designated Territory around ‘that Franchised
Business wherein you will have territorial protection as previously discussed.in this Item 12.

Each Franchised Business you timely open and commence .operating under our then-current form of
franchise agreement will be-operated: (i) from a distinct Premises located within the Site Selection Area

and (ii) within its own Designated Territory that we: will define: once ‘the. Premises for that Franchised
Business has:been approved.

DEVELOPMENT SCHEDULE

Your Development Schedule will depend on'the number of units that'you acquire the rights to openin your-
Development Agreement. If you enter into an agreement granting you the rights. to open two units,, your'
Developmerit Schedule will be as follows:

E:xp’iratib'n of Development Period |# of New Franchised | Cumulative#of Franchised |

(each, a “Development Period”)

Development Period

Businesses Opened Within

Businesses that Must Be
Open and Operating ‘

12.Months from Effective Date:

1

1

24 Months from Effective Date

1

2 l

If you enter-into.an agreement grariting you the rights to open three units, your Development Schedule will

be:as-follows:

|

Expiration of
Period
(each a “Development Period”)

Development

#  of
| Businesses'

New
Qpéne_d' Within
Development Period

Franchised

Cumulative# of Franchised
Businésses that Must Be

_| Open and Operating

12.Months from. Effective. Date

11

1 , f

24 Months from, Effective Date

|1

2

36 Months from Effective Date

11

3

If you enter into an agreement granting you the rights to-open.5 or more units, your development schedule

will be as follows:
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'

Expiration of ﬁévelopmént‘ #.0f New Franchised Biisinesses | Ciimulative # of Franchised

Period ' Opened Within Development | Businesses that Must Be
(each,a “Development Period”) | Period Open and Operating
12 Months from Effective Date [ 1 [ , .
24 Months from Effective Date. 1 2 |
| 36 Morniths from Effective Date 1 3 '
48 Months from Effective Date 2 5

60 Months from Effective Date That number which: is equal fo | Thatnumber whichis equal to
the balance of the remaining | the total number 6f ju'ni‘ts‘-’@ be
units to be opéned pursuant to | opened ‘pursuant to Yyour

| your Development Agreement Development Agreement,

RESERVED RIGHTS

We and our affiliates reserve the exclusive right to conduct the following :activities under the Franchise.
Agreement and/or Development Agreement (as appropriate) to : (i) establish and operate, and license any
third party- the right to establish and operate, other Cafés and Franchised Businesses using the Proprietary
Marks and System at -any location outside of your Designatéd Territory(ies) and, if approprlate Site.
Selection Area; (ii) market, offer and sell.products.and:services that are similar to:the products and: serv1ces
'offered by the Franchised Business under-a different trademark or trademarks 4t any’ location, within or
outside: the Designated Territory(ies) and Site Selection Area; (iii) use the Proprietary Marks and, System,
other such marks we designate, to distribute our Approved Products in any alternative channel of
distribution, within.or outside the Designated Territory(ies) and Site Selection Area (mcludmg through the.
Internet, majl order, catalog sales, grocery stores, wholesile stores, etc.); (iv) to acquire, merge with; or
otherwise affiliaté with, and after that own and operate, and franchise or license:others to own-and. -operate,
any business of any kind, including, without limitation,. any business that offers preducts or services the:
same as or similar to the Approved Products (but under different marks), within-or-outside-your Désignated
Territory(ies) and, if appropriate; Site Selection Area; (v) open:and operate, or license-a third party the right
to open and operate, a Café at any Non-Traditional Site within your Designated Territoty(ies) and, if
appropriate, Site Selection Area, subject to your right of first refusal described eatliet in this Item 12; &nd
(v1) use the Proprietary Marks and System, and license others to use the Proprietary Marks and System, to
engage in any other activities not expressly prohibited in your Franchise Agreement 'and, if appropriate,
your Development Agreement.

’ I
I addition to all of the reserved rights above, we and our affiliates reserve the right to undertake all bthcr
activities within a:Site Selection.Area because we do not grant any type:of exclusivity within such.aréas.

We are .a wholesale distributor of ‘products and goods, including gourmet coffees and teas, and are not
precluded by the: Franchise Agreement or Area Development Agreement from distributing such products
and.goods anywhere; including the-area around your Café:

Neither the Franchise Agreement nor Development Agreement grants-you any ri ight to engage in any of the
activities outlined in the preceding paragraph, or to:share in any of the proceeds received by us, our affiliates
or any third party from these activities, uriless we otherwise agree-in writing. Further, we have.no obligation
to_provide you any compensation for soliciting or accepting orders (via alternate channels of distribution)
within your Designated' Territory.
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ADDITIONAL.DISCLOSURES

Neither the Franchise Agreement nor the Development Agreément provides you with any right or option
to open and, operate .additional. Franchised Businesses (other than ‘as specifically provided. for in your
Development Agreement if you are granted multi-unit development rights). Regardiess, each Franchised
Business' you are granted the right to open and operate must. be. governed by its own specific. form of’
Franchise Agreement.

We have not established other franchisés.or company-owned:outlets or another distribution channel offering
or selling similar products or services under a different trademark. Neither we: nor our affiliate(s) have
established, or presently intend to establish, other franchised or company-owned businesses that sell our
Approved Products under a different trade name or trademark, but-we reserve the right to do soiin‘the. future
without your consent.

Item 13
Trademarks

‘We grant you a limited, non-exclusive license to use-the Propnetary Marks in connection with the operation
of 'your Franchised Business only at your Premises and within your Designated Territory. Our affiliate,
Sweet: Waters Café, Inc., has registered the following Proprietary Mark on the Principal Register of the
United States Patent and Trademark Office (“USPTO”): ' '

1
MARK' . REGISTRATION.NUMBERS 3 REGISTRATION'DATE ‘
SWEETWATERS 3,508,393 9/30/08 |
3,508,486 9/30/08 .
ICE DRAGONS 3,508,394 ] 9/30/08.
Circle De;ig_n (Chinese characters 3,533,578 11/18/08
that ttansliteratg:to “Tian Shui,” ‘
which means, SWEETWATER), _ . ‘ !

Our‘affiliate, Sweet Waters Café, Inc., owns the. Proprietary Marks and related intellectual property used in

the SWEETWATERS System and has licensed them to us to use.and sublicense. in our franchise: ‘program.,

The initial term of our license agreement with Sweet Waters Café, Inc., effective as of May 1, 2004; is 20,
years with three (3) successive renewal terms of ten (10) years €ach as long as:we:are not in- defau]t of our
obligations. Sweet Waters Café, Inc. may. not-terminate the license agreement unless we«are-in defaul‘t and
fail to cure-the.default within notless than 30 days. If Sweet Waters Café; Inc.’s license to us expires or is

terminated, your rights under the Franchise Agreement will not be affected. Y.ou will. have: the right to

operate your Café during the: remaining franchise term, and during the term of any permitted renewal
franchise agreement, as long as you comply with all of your obligations. !

Deperiding on the. Proprietary Mark, these Proprietary Marks cover food products (ground and -whole bean

coffee; tea; espresso; honey and spice-based beverages; ready-to-drink coffée; tea, and honey and spice-

based beverages; chocolate food beverages; flavored ices; fruit ices; bakery desserts; coffee beans; frozen

‘dessert cornsisting of fruit and cream or cream substitutes; ice .cream; ice cream drinks; and pastnes)‘
restaurant services (restaurants serving specialty coffee, espresso, -and tea beverages and pastries and

desserts); and franchise services (offering busihess management assistance in. establishing and operating:
cafes and restaurants).
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Sweet Waters Café, Inc. has filed.all affidavits of use and renewal filings when due.. You must follow our
rules ' when you use the Proprietary Marks, including giving proper netices. of trademark :and service mark.
registration and obtaining required fictitious or assumed name. registrations. There are no current]y
effective determiniations of the USPTO, the Trademark Trial.and Appeal Board, the trademark administrator
of any state or any court, nor:are:there:any pending inffingement, opposition.orcancellation proceedlhgs 0T
any pending material litigation, involving the Proprietary Marks which-are rélevant to their use in any state.

Except as described above, there: are no agreements that limit our rights to use or license the use of the:
Proprietary Marks in any manner material to-you.

There-are'no superior prior: rlghts or.infringing uses actually known to us that could: materlally affect your
use of the Marks in the state in which your Café will belocated. We.will indemnify and defénd your against:
any' third-party claim brought against you that arises solely out of your authorized use of the Proprietary
Marks. licensed under the Franchise Agreement in.connection with the Franchised Business, prov1ded (i)
such use is in.full compliance with;our standards and spec1ﬁcatlons and (ii) you notify us in‘writing;of this.
third-party claim within three (3) calendar days of receiving notice or'otherwise learning.of the.claim. We:
will have complete: control over the defense and, if appropriate, setflement. negotiations and resolution
regarding such claims, including the right to select legal counsel ‘we deem appropriate. You must; fully
cooperate with us:in connection with:our defense or settlement of:any third-party claim which we determme
to take control.

You may use only the Proprietary Marks which we designate, and may use them only in the manner -we
authorize and permit. Any goodwill associated with the Proprietary Marks or our System, including any
goodwill which might be.deemed to have arisen through youractivities, inures directly and excluswe]y to
our benefit. You may use the Proprietary Marks only.at the. Premises or in advertising for the Café. You
must use all Proprietary Marks without prefix or suffix and in conjunction with the symbols “SM,” “TM,”
“S”or “R,” as applicable. You-may not use the Proprietary Marks in connection ‘with the offer or sale of
any services:or products which we have not authorizeéd for usé in connection with the System. You'may.
not use the, Proprietary Marks as part of your corporate or other legal name. We must approve 'your
corporate name and all fictitious names under which.you propose to do business in writing befote:use. You
must use your corporate or limited liability company nanie €ither alone or followed bythe initials “D/B/A”
and the business name “Sweet Waters.” You must promptly register at the office of the county in which
your Café is located, or such.other public office as: provided for by the: laws of the state in-which your Café
is located, as.doing business under such assumed business name. i

All of your advertising must prominently-display. the Proprietary Marks.and must comply withi our'standards
for using. the Proprietary Marks. All such advertising is subject to our prior written approval, which we
will not unreasonably withheld. We reserveithe rightto approve all signs, stationery, business cards, forms,
and other raterials and supplies bearing the Proprietary Marks. You may use the Proprietary Marks
mcludmg, ‘without llmltatlon trade dress color combmatlons de51gns symbols and slogans on]y m the
You must. submit to us and we must approve all advertlsmg, publlcny, signs, decoratlons furmshmgs
equipment or other materials. employing the Proprietary Marks, or related marks, before first.publication or
use. We will.not unreasonably withhold.our approval. You must identify yourselfas the owner of the:Café
(in the manner we prescribe) in conjunction with any use of the Proprietary. Marks including, without
limitation, on invoices, order forms, receipts, and business stationery; as ‘well as at such conspicueus
locations as we may designate in writing at the Café premises.
]

Ifit becomes advisable at any time for us.and/or you to-modify, discontinue using, and/or replace any Mark
and/or to use one or more additional, substitute, or replacement trade or service marks together ‘with. or
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1

instead of any previously designated Mark, you must comply with our directions within a reasonable time
after'receiving notice. We need not reimburse your direct-expenses:of:changing the Café’s signs, any loss
of revenue due: to any modified or discontinued Mark, or your expenses of promoting a modified or
substitute trademark or-service mark. i
|

Devélopment Agreement

The Development. Agreement does not.grant you:any independentright to use the Proprietary Marks,
Your right to use the Proprietary Marks will be governed solely by the terms and conditions of your
individual Franchise Agreements.

] ~ Item 14
Patents, Copyrights, and Proprietary Information

We do‘not own.any patents.or‘patent applications that are material to the franichise. We and Sweet Waters
Café, Inc: claim, copyrights for the: Confidential Operating Manual, all advertising and promotional
materials, training materials,. display materials, and any other original copyrightable works created by our
employees.or transferred to us by third parties, although these materials have not been régistered with the
United States Copyright Office. You may use these items only as. we: specify while operating your Café
(and must stop using them.if we so direct you).

There currently are no effective determinations of the USPTO, the United States Copyright Office, or any
court regarding any of the copyrighted materials. Except for our agreement with Sweet Waters Cafe Inc.

(see Item 13), there are.no agreements iin effect. that limit our right fo use or license the copyrighted
materials. There are no infringing uses actually known to- us that could materially affect your use of the.
copyrighted materials.in any state. We are not.required by any agreement to protect or defend copyrights,

although we intend to do so if in the best interests.of the SWEETWATERS system. Weand Sweet Waters
Café, Inc. may control any action we choose to bring, even if you voluntarily bring the matter to our
attention. We and Sweet Waters Café, Inc. néed.not participate in your defense and/or indemnify you for
damages or expenses in.a proceeding involving a copyright.

You acknowledge that your knowledge of the operation of a Café will be dérived from information we
disclose to you under the Franchise Agreement and that such ‘information, including the contents, of the
Corifidential Operating Manual, is proprietary and confidential. You must.agree that you'will maintain the

absolute confidentiality ofall'such information during and after the term of thé. Franchise Agreement and

that you will not use-any such information in any other business.

You may. not use confidential information in an unauthorized manner. You must take reasonable steps to

prevent its improper disclosure to others and use non-disclosure and non- competition agreements with those.
having access. We may regulate the forms of agreements that you use and be a third party beneficiary of

those agreements with independent.enforcement rights. |
|
Item 15 '

Obligation to Participate in the Actual Operation of the Eranchise Business

We require that the: Café be under the.direct on-premises supervision of a trained manager-at all tinies (the
“Designated Manager”). The Designated Manager does not have to bé you, although we encourage your
direct involvement'in the business. We: requlre ithat you follow-minimum standards, qualities, productmix,
Café operations and procedures set forth in the Confidential ‘Operating Manual and elsewhere: The
Designated Manager ‘must attend and successfully complete the initial training program and ‘any
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supplemental or recertification training programs. There -are no limits on whom you may hire as your
Designated Manager. Your Designated Manager need not have an equity interest in the-Café or you:

We may require your Designated Manager; all of your personnel performing sales, managerial, or
supervisory functions and all of your personnel receiving special training from us to execute covenants
similar to thoserset forth'in Section 16 of the Franchise Agreement (confidentiality, nondisclosure, and non-
compete covenants). We also have the right to require any other of your émployees or any holder of a
beneficial interést in the franchise to execute similar covenants.

It is important to.note that we are not your employer and that you will have the right'to control all decisions
related to recruiting, hiring or firing any personnel at your Franchised Businéss. Pleasé:noté that, nothing in
this Disclosure Document or any-agreement:you enter into'with us'will create.any-type of employer or joint
employer relationship between (a) you and/or your personnel, and (b) us. I

If you are a legal entity, your owners and their spouses must personally guarantee your ‘obligations under
the Franchise Agreement and also agree to be personally bound by the Agreement’s conﬁdentlahty
nondisclosiire, and non-competition covenants. Pléase see the Individual Acknowledgement.and Guaranty
of Franchisee’s Undertaking attached to the Eranchise Agreement:

Item 16 |
Restrictions on What the Franchisee May Sell

Your Café is limited to the retail sale of gourmet: «coffee.and teas, food itéms, and other products related to
coffee and teas. We first must approve in wrmng all products your Café offers for retail sale. Youmust
offer and sell all products and perform all services that'we periodically require for SWEETWATERS cafés.
You may not offer or sell any products or perform any sefvices that we have riot authorized. 'We have the
right to:change the. types.and brands of authorized products periodically. There are no limits on our:right
to do:so. You may not engage in the wholesale distribution of coffées, teas, and related products from any
location whatsoever. '

You mustparticipate.in, and comply with the:requirements of, our gift card.and loyalty programs, including
issuing and honoring gift and loyalty cards, and our marketing’ programs, including honoring coupons and
buy-one-get-one-free:cards.

To the extent allowed by applicable law, we may regulate the minimum, maximum, and other- prlces for
products and services your Café offers.

REMAINDER OF PAGE'LEFT INTENTIONALLY BLANK
ITEM 17 BEGINS ON FOLLOWING PAGE
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) Item 17 \‘
Renewal, Termination, Transfer, and Dispute Resolution "

THE FRANCHISE RELATIONSHIP

This table lists certain important provisions of the franchise:and related agreements. You should
read these provisions in the agreements atfached to-this disclosure document.

A. Franchise. Agreement
‘ Provision Section in Summary
Franchise or
Other
Agreement ,
|
a. Term of the Franchise Section 3(A) | The:initial termiis for 10:years commencing on thedate' we |
‘ .| sign your Franchise Agreement: ‘
'b. Renewal or-extension.of Section,3(B). | You have the: right to be considered fortwo (2) addltlonal ‘
I the'term (and. consecutive) 10-year terms.
c..Requirements for Section 3(B) | In order fo renew (which means renewmg your franchlse
| franchisee to renew or relationship with wus), you ‘must: not have. any uncured.
extend material defauits under your Franchise Agreement

(including;any monetary defaults) or any other agreement
| between you and us or the landlerd of the Premises; not
have received more; than three.(3) separate, written notices
of material default from Franchisor with respect to this |
Agreement in the 12-month period preceding the rénewal
request date or renewal date; execute our then-current
franchise agreement (which may have materially different
terms than your original franchise agreement); pay a
renewal fee; attend a training refresher course; execute a
general rélease; must have participated and supported our
training, advertising, marketing and operational
procédures; and re-image, renovate, reﬁlrbishl, and
modernize the Premises and Café.

| d. Termination by franchisee. | Not Applicable | Not Applicable:
e. Termination by franchisor | Not:Applicable | Not Applicable:
_without-cause

f. Termination by franchisor Section 15 We: may terminate your Franchise Agreement with,cause
with “cause as:described in.(g)-(h) of this Item 17 Chart..

g. “Cause” defined —curable Section ‘The: Franchise Agreement may be terminated for the .
defaults 15(B) following defaults after you have been provided with the

applicable curé period: you fail to over only the Approved -
Products, you purchase any non-approved item,.or you fail
‘to purchase any: Required Item and. do not cure: within 10
days; you fail to provide us access to the POS System or
‘Computer System.and fail to cure within 24 hours; yéu fail
to pay 'us, our affiliates or any Approved Supplier any
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Proyision

Section in
Franchise or
Other
Agreement

Summary

L
|

Section 15(C)

amount owed and do not cure within 10 days; you fail to
comply with any law or regulation after 15 days’ notice
from the relevant government authority; or you fail to
obtain the necessary licenses and permits and fail to cure
within 10 days.

Except as provided -above and those defaults listed. in (h)
of this Item 17 Chart,:you must cure all other defaults.and
violations .of any provision of your Franchise. Agreement
or any other agreement with us or our affiliates within 30
days.of being provided with:nétice of your default(s).

h. “Cause” déﬁne’d - defaults
which cannot be cured

Section 15(A)

Section. 15(B).

Your Frarchise Agreement may be terminated
automatically and without notice from us if: you become:
insolvent or make a general assignment for the beneﬁt of
creditors; a bankruptcy petition if filed by or agamst you
and not dismissed within 30 days; a bill in equity or
appointment of receivership is filed in connection’ w1}th you
or the Frarichised Business; a.receiver or-custodian: of your

assets ‘of property is appointed; a final Judgment tin the

amount of $10;000 or more is entered against you and not
satisfied within 60 days (of longer period if we consent);
you attempt to make an invalid transfer in violation of
Section 13 of your Franchise Agreement.

Your Franchise Agreement may be terminated by us upon
written notice 'and no oppeortunity to cure-if: you ¢ommit

and fraud or misrepresentation ‘in connection with your

Franchised Business; you or other required attendees fail
to timely complete' our Initial Trammg Program; you
receive three or more notices to cure, the same or similar
defaults'under Section 15(C)-of: your Franchise Agreement
in any 12-month, period (whether or not subsequently
cured), you violate any-in-term restrictive covenantls you
misuse:the Proprietary Marks, Confidential Information or
other confidential mformatlpn”prowded to:you; misuse-any
proprietary software that might. be developed; you fail. to
cure any default under any other agreement you have with
our affiliates or any Approved Supplier within the,
appropriate cure period; you, defaalt under your lease, for
the Premises and fail. to timely «cure; you fail to open and
commence operations within the required.time period; you
abandon your Franchised Business; you are convicted of a
felony or arly othér crime of moral turpitude or offenée that
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Proyvision Section in Summary
Franchise or
Other
Agreement
will adversely affect the System; you take any property of
the Franchised Business for personal use; there are
insufficient funds in your EFT Account on three: or more
occasions ‘in any 12-month period; or if you commit
repeated violations of any applicable law.
i. Franchisee’s obligationson |  Section 16 Upon términation or early expiration of the Franchise

termination/norni-renewal

Agreement, your obligations, include: immediately

discontinuing the use of the Proprietary Marks and trade
dress; cease doing business in a form or manner that may

give the general public the impression that you are
operating a Franchised Business; return of the-Manuals of
any other-Confidential Information to us; provide uis ‘with

all  custorner inforrhation, listss and -membership
agreements; cancel or, at .our option, assign us all

te]ephone/facsnmlle numbers .and domain names (if
permitted) used in connection with the: Franchised
Business (as well as all related listings) to. us or our
designee; comply with all post-term. restrictive covenants;
at our written option, assign the lease for the Premises. to
us; provide us with written confirmation of complxance
with these obligations within. 30-days.

J- Assignment of contract by

franchisor

Section 13(G)

No restrictions on our right to assign.

k. “Transfer” by franchisee—
defined

Sections 13(A)

and 13(C)

Includes any transfer-of Franchise. A greement, assets of the
Franchised Business, or ownership c¢hangg in you (as the
Franchisee).

1. Franchisor. apprOv_ai of
transfér by: frarichiseé.

Section 13(A)

We must approve all transfers, but we will not
unreasonably ‘withhold our approval if you meet our
conditions.

m. COnﬂitibnS for franéhisdr
approval of transfer

Section 13(E)

We have the, right to. impose the following cenditions on:
any transfer by you: all .of your obligations under the
Franchise Agreement have been satisfied; you cure all
existing defaults; you and the transferee execute a general
release; you prov1de us' a copy of the executed purchase
agreement; the new franchisee must meet our then-Curent
qualifications and criteria for.a new franchisee; transferee
must execute our then-current form of frarichise
agreement; transferee miust pay our Ttansfer Fee and
successfully comiplete our Initial Training Program; you
comply with all post-termination provisions of the
Franchise' Agreement; the transferee demonstrates that it
has obtained all pérrhits and licenses required; transfer is
made in compliance with all applicable laws; the purchase
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Provision

Section in
Franchise or
Other
Agreement

Summary.

provxde and terms-of'the transfer are not:so burdensome as
to impair the transferee’s operation of the Franchised
Business; and you must request that we provide' the
transféree our then-current, Disclosure Document.

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

Section 153'(‘[)")j

Except in certain circumstances (death/disability or
transfer from individual franchisee to.business entity), you
must provide us with a period of 30 days to match any
third-party bona fide offer to purchase any interest in the
Franchise Agreement or Franchised Business. 1f we:do'not
exercise this right, then you will have-60 days to effectuate
the transfer'to the third party that made the offer on those
exact terms —if the transfer does not occur or the proposed
terms of the offer change in any way, then we will have

another 30 days to exercise ourtight of first refusal.

o. Franchisor’s option.to
purchase franchisee’s.
business

16(G)

We have the right, but not the: obligations, to' purchase all
or, any portion. of ‘the: assets of your Franchised Business.
upon ‘expiration/termination of your Franchise Agreement
at book value.

p. Death or disability-of
franchisee

Section 13(B)

You will have a period of 90 days:to find a suitable legal
representative that we approve‘to contiriue the ’Qperafifon of
your Franchised Business, provided that person comipletes
our Initial Training Program and pays. the appropriate
tuition fee.

|
During this 90-day period, we may step‘in and operate the

Franchised Business on your behalf and pay ourselves a
reasonable amount to reimburse our costs associated with

this. operation on, your behalf. We are not unde]r any
obligation to step in and operate your business during this
period.

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

Section 14(A)

Neither you, your principals, guarantors, ‘owners or
- Designated Managers, nor any immediate: family' member

of you, yoeur principals, guarantors, owners or Designated

Managers, may: (i) own, operate, or otherwise be involved

- with, Competing Business (as defined in the Franchise

Agreement); (ii) employ or seek to employ any of

. employees or us, our affiliates or -any other System

franchisee or induce s$uch persons to leave | their

 employment; or (iii) divert, or attempt to divert, any

prospective customer to a Competing Business.

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

Section
14@B)(1)

' termination/expiration/transfer  .of

For a of two _aﬂe,rA the

Franchise

period. )

"_yea'rs
your
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Provision Section in Summary
Franchise or
Other
Agreement '
ownérs, Designated Managers, .nor .any immediate: family
member of you, your principals, guarantors, owners,
Designated Managers, may own, operate or otherwisé be:
involved with any business that competes with us.and is.'
involved in the licensing.orfranchising, or estabhshmg of
joint ventures for the operation, of any Competmg
Business.
Section For a period of two (2) years after the“
14(B)(2) terriination/expiration/transfer ~of -your  Franchise

Agreement, neither you, your principals, guarantors,
owners, Designated Managers nor-any immediate: famlly
member of you, your principals, guarantors, owners,
Designated Managers, may own, operate or othervs:/‘i‘se‘ be:?
involved with and Competing Business: (i):atthe Prémises; -
(ii) within your Designated Territory; or (iii) within a 10-
mile radius of your Designated Territory or any other '
SWEETWATERS Café in existence as of the date of
expiration/termination of this Agreement through the date,
of your contemplated competitive activity. |
During this two-year ‘period, these parties are also
prohibited from: (i) soliciting business from customers of
your former Franchised Business; (ii).contacting’any;of our
suppliers/vendors for a competitive business purpose; or
(iii) soliciting any employees of us,. our affiliates or any
other System franchisee:to discontinue their employment. !}

s. Madification of the
agreement

Section 18(D)

Your Franchise. Agreement may not be modified, except |
by a writing signed’by both parties. With.that said, we may’
modify the System and Manuals as we deem appropriate
in,ouf discretion from time to time.

| t. Integration/merger clause

Sections 18 and
22

| related

Only the terms of thie Franchise Agréernent and this
Disclosure Document are binding (subject to state! law).

| Any representations or promises outside of the Dlsclosure
| Document and Franchise: Agreemient may not be

enforceable. Nothing in the Franchise Agreement or any
agreement is intended to disclaim the

©2018!Sweetwaters Group; LLC
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Provision

Section in

 Franchise:or

Other
Agreement

Summary.

u. Dispute resolution by
arbitration or mediation

Section 21(B)

Section 21(C)

You must:first submit all disputeand controversies ‘arising
under the. Franchise Agreement to our management and.
make every effort to'résolve the.dispute iriternally.

At our option, all claims or disputes arising out; 1of the
Franchise- Agreement must be subniitted to non-binding
mediation, which will take place at our then-current
headquarters. You must notifyus.of any potential disputes
and we will provide you with noticé as to- ‘whether we wish
to:mediate the matter or not. If the matter is.mediated, the

parties will split the mediator’s fees and bear all of their

other respective costs of the mediation..

v. Choice of forum |

Section 21(D)

and 21(E)

Except:for our right to seek injunctive relief in any court of
competent Jjurisdiction, all claims and causes of |action.
arising out of the Franchise Agreement must be ‘initiated

and litigated to.conclusion (unless:settled) in the state court
of general jurisdiction that is closest to. oiif then- eurrent |

headquarters or, if appropriate, the United States DlStrlCt
Court forthe Eastern District of Michigan, (subject to state
law).

w. ‘Choice of law

- Section 21(A)

The Franchise Agreement is governed by the lawsiof the.
state of Michigan, without reference to this state’s.conflict
of laws principles. (subject to state law).

B. Development. Agreement
Provision Section in Summary
Devélopment
Agreement |
a. Length of the franchise term. ‘Section 6.1 The term begins upon execution and. ends on the:
earlier of (a) the date you actually open the last
| Café you are réquired to open under your
| Development Schedule, and (b) the expiration of
| your Development Schedule.
b. Renewal or extension of the Not:Applicable. | Not Applicable: ;
term ‘ .
¢: Requirement for franchisee to. Not: Applicable | Not Applicable: .
renew- or extend. ‘
d. Termination by franchisee Not.Applicable | Not Applicable
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Provision

Section in
Development
Agreemént

Summary

e. Termination by franchisor

without.cause,

- Not Applicable

Not Applicable
|

f. Termination by franchisor with
cause

~ Section 6:2

We may terminate your Development Agreement
with cause as described in (g)-(h) of this ltem 17
Chart.

g. “Cause” defined — curable
defaults

Section 6.2

‘We may terminate the Development Agree}m‘_emiif
you fail to (1) meet your development.obligations
under the Development Agreement during. the
Development Period (including any monetary
default), and (2) cure such default within 30 days
of receiving:notice thereof.

“h. “Cause” defined —non-curable

defaults

Section.6.2.

We may terminate the Development Agreement
if (i)'you cease-to actively-engage in:development
activities in the: Site Selection Area or otherwise
abandon your development business for three
consecutive months, or'any shorter period that
indicates an. intent by you to discontinue
development.of the;Cafés within the Sité; Selectlon
Area; (i) you become insolvent or are:adjudicated
bankrupt, or if any action.is taken by you, or by
others -against the you, under any insolvéncy,
bankruptcy or reorganization. act, or if you make
an assignment for the benefit or credltors or a
receiver s appointed by you; and (m) any
Franchise. Agreement that is entered into in order
to fulfill your development obligations under the
Development Agreement. is terminated or subject
to termination by us, pursuant to the terms of that
Franchise Agreement.

i. Franchisee’s obligatiens on

termipation/nonrenewal

Not Applicable

Not Applicable

j. Assignment of contract by
franchisor

Section 8

We have the right to ftransfer or assign the
Development. Agreement and all.orany part of our
rights; duities.or obligations to. any person or legal
entity without your consent..

k. “Transfer” by franchisee —
defined.

Section 8

Any transfer in you (if you are-an entity,) or your
rights/cbligations under the Developm’ent
Agreement.

I. Franchisor-approval of transfer
by franchisee

Section 8

You may not transfer any rights or obllganons
under the Development Agreement without our
prior written-consent.

m. Conditions for-franchisor
approval of transfer

Not Applicable

Not Applicable
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Provision Section in Summary ‘
Development |
Agreement’ :

n. Franchisor’s right.of first Not Applicable | Not Applicable
refusal to acquire: franchisee’s ’
business !

| 0. Franchisor’s option to-purchase | Not Applicable | Not Applicable [
 franchisee’s business. !

p. Death.or disability of Not Applicable | Not. Applicable

| franchisee
| g Noncompetition coveriants Not Applicable | Nothing, additional. Please see non-competition
<during the term of the franchise covenants set forth in  your Franchise
Agreement(s) entered.intd under the Devélopment
| Agreement.

. Noncompetition covenants after | Not Applicable | Nothing additional. Please se¢ non-competition
the franchise is:terminated or covenants set forthh in your Franchise
expires Agreement(s) entered into under the:Development

Agreement :
8. Modification of the agreement Section 27 Your Development Agreement may not be
' modified, except by a writing signed by both
‘ parties.
t. Integration/merger clause Section 27 Only the terms of the Development Agreement

(and ‘ancillary ‘agreements) and this Dis¢losure
Document are binding (subject to state law). Any
represéntations or promises outside of the
Disclosure Document and this Agreement may
not be enforceable: Nothmg in. this Agreement or
any related agreément is intended to disclaim the

representations made in this Disclosure
‘ i 7 Document. -
u. Dispute resolution by ‘Sections 12and 13 | You must bring all disputes before our

arbltratlon or medlatlon

management prior to bringing a claim béfore a
third party. At our option, all claims. or dlsputes
between you and us must' be submitted ﬁrst to
non-binding mediation inin the city nearestlto .our
principal.place of business in the United: States as
determined by wus in our sole discretion, in
accordance with the American Arbitration
Association’s ‘Commercial Mediation Rulés. then
in effect and if'mediation is not successfu] then
by litigation,
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Provision Section in Summary ‘
Development j
Agreement |

v. Choice of forum Section 15 Except for ourrightto seek injunctive relief in any

court of competent jurisdiction, all claims and
causes' of action arising out of the Develc')pment
Agreement’ must be initiated and litigated to
conclusion (unless settled) in the state court of
general jurisdiction that is ¢losest to Ann Arbor,
Michigan or, if appropriate, the USDC for the
Eastern District of Michigan (subject to:state law).

w. ‘Choice of law j Section 11 The Development Agreement is governed by the

‘ laws of the state of Michigan, without réference to
this state’s conflict of laws principles (subject to
state law).

Itein 18 '
Public Figures

We do not use any public figure to promote our franchise.

Item 19
Financial Performance Represéntations
|

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

As-of the end of our-most recent fiscal year, we'had seven.(7) Cafés in.operation. Of these-seven (7) Cafés,
two:(2) were affiliate-owned.or operated:and five (S) were franchised as of December 31, 2017. |
This Item 19 presents data for the five (5) ‘Cafés (each, a “Representative Café”) that were open for the
entire. 2017 caléndar year (the. “Measurement Period”). We excluded two Cafés from the definition of
Representative: Cafés because: (i) one franchised Café was not in operation for the éntire Measurement
Period, and (ii) one affiliate-owned Café was sold. to a franchisee during the Measurement Period.| The
Representative Cafés are operated in a substantially similar manner to the Franchised Business: offered in
this Disclosure Document.

In the first Chart below, we disclose the total Net Sales of ‘the five (5) Representative Cafés (over the
Measurement Period..

In the second Chart, we disclose the total Net Sales, along with ceitain cost of sales and other operation
cost information, for the one (1) Representative Café that: (i) has been.operated by our affiliate for five (5)
years or more as of December 31, 2017; and. (ii) reported .its cost, information to us iising thé chart of”
accounts we designated for use in connection with our System (the “Mature: Affiliate Location™).
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In the third Chart, we disclose the total Net Sales, along with certain cost.of sales.and other operatlo}n cost
information, for the one (1) Representative Café that: (i) has been operated by our affiliate; and (11) is
located within a non-traditional.site, specificaily, a library,

‘Written substantiation of all financial performance information presented in this financial performance
representation will be made-availablé to you.at our héadquarters: upon reasonable:request. j

The financial performance representation presented in: this Item 19 was prepared without an audit. No
certified public accountant has audited these figures or expressed his/her opinion With regard to:their
contents or form for purpéses:of this Item.

Some: outlets have sold the amounts set forth in this Item. There is no assurance that you. will do-as‘well.
Your.individual results may differ,

|
You:should conduct:an independentiinvestigation: of the costs and expenses you will incurin operating'your
Café. Franchisees or former franchisees, listed in the Disclosure Document, may be one: source of this
information.

TOTAL NET SALES OF THE REPRESENTATIVE CAFES

Affiliate-owned Affiliate:-owned. Franchised Franchised Franchised

Logation 1 Location 2 Location 1 _ Location 2 Location.3

‘Totdl Net $ 785,424 $426,292 $ 668,901 $350,875. $ '591,239

1. Total Net Sales. For each Representative ‘Café, the term. “Total Net Sales” means all revenue
derived from or through the Franchised Business over the Measurement Period, including all
revenue generated from the sale of Approved Products at that Café. The term Total Net:Sales does
not include any sales tax: or other amounts that are collected by a giveri Representative Café to be.
reritted to the appropriate:taxing-authority. |

|
|
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CHART DETAILING THE TOTAL NET SALES,

‘OF THE AFFILIATE-OWNED MATURE LOCATION
FOR THE 2017 CALENDAR YEAR

AS WELL AS COST OF SALES AND CERTAIN OTHER OPERATING COSTS,

SALES Location
FOOD '$ 240,957
BEVERAGE '$527,113
RETAIL $ 24,613
SALES DISCOUNT $ (7,259)
'OTAL NET SALES! $ 785,424
OST OF SALES 1
FOOD, $110,840';
BEVERAGE $.87,110
ETAIL $ 1,363
OTAL COST OF SALES? $199,313
GROSS MARGIN® ' $586,111 |
GROSS MARGIN PERCENTAGE 75%
"OTAL LABOR* $191,997
g} ::llﬁsB IaliZiS§S COST OF'SALES AND $394,114
NET SALES LESS COST OF SALES $0%
AND TOTAL LABOR PERCENTAGE®
Estimated Royalty’ ) $ 47,125
Estimated Fund.Contribution® $15,708
Paper N $ 26364
[[utitities ] $ 13,551 |
|[Credit Card Processing® $29;016.
Other*Operating; Expenses!? '$ 24,333
OTAL OPERATING EXPENSES! $156,097 |
ENT!2 $ 68,617 |
NET OPERATING INCOME" $ 169,400
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CHART DETAILING THE TOTAL NET SALES, ’
AS WELL AS COST OF SALES AND.CERTAIN OTHER OPERATING.COSTS,
.OF THE NON-TRADITIONAL AFFILIATE LOCATION
FOR THE 2017 CALENDAR YEAR

Affiliate Owned Non-
Traditional Location

FOOD $ 142,388

_ BEVERAGE $:282,968 ‘

_RETAIL " 57,88 |
'SALES DISCOUNT $ (6,952)

'TOTAL NET'SALES! $426,292

COST OF SALES ,

' FOOD ] ' $65,498 '
BEVERAGE _ $ 50,934

__RETAIL $ 5;130 _

'TOTAL COST OF SALES? $121,563 !

‘GROSS MARGIN* $.304,729

\GROSS MARGIN PERCENTAGE 1%

'TOTAL LABOR* ] $ 119,075

AND TOTAL LABORE @ oo 3 185,654 .

'NET SALES'LESS COST OF SALES 4%

.AND TOTAL LABOR PERCENTAGES '

' Estimated Royalty’ ‘ $ 25,578

' Estimated.Fund Contribution® ’ $8,526
Paper ] ; $ 16,195
Utilities' ) 7 $ 5,496
Credit Card Processing® o $ 13,959

~Other Operating Expenses'® ‘ $14,177
‘TOTAL OPERATING EXPENSES!" $83,931
RENT? o $ 25,920
NET OPERATING INCOME® $ 75,803 :

Explanatory Notes:

I Toral Ner Sales. For each Répresentative Café; the term “Total Net Sales” means all revenue
derived from or through, the. Representative Café over the Measurement Period, including all
revenue-generated from the sale-of Approved Products:at that.Café. The term Total Net Sales.dogs
not include any sales tax or other amounts that are collected by a given Reépresentative Café: to be
remitted to the appropriate taxirig authority.

2. Total Cost of Sales. The term “Total Cost of Sales” means the total amount reported to us. by the
Café as the amount incurred over the Measurement Period ‘in direct costs related to the sale of
Approved Prodiicts at that Café, including the cost of (a)-the: food and beverage ingredients/items
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10.

the purpose of franchise development.or'support of the Franchisor:.

|

necessary to make the Approved Products, and (b) any retail items that: the Café pmchaséd, for
direct resale at that Café/(excluding the cost of paper'supplies, which are captured under “Operating
Expenses™).

Gross Margin. The term “Gross Margin” is, calculated by taking the Total Net Sales of that Café
over the Measurement. Period and deducting the Total Cost of Sales incurred by that Café over the
Measurement Period.

Total Labor. The term “Total Labor” means. the total amount reported to us by that Café as the
amount 'incurred over the Measurement Period in connection with: (i) payroll for employees,
including managers salaries, and/or other personnel.of that Café (without: accountmg for any salary,

draw or other ¢compensation te the affiliate Café); (ii) payroll taxes; (iii) premiums to obtain

insurance coverage for worker’s compensation; and:(iv) any related overhead/administrative costs:
associated with the payroll described above.

Net Sales Less Cost of Sales and Total Labor: The term “Net Sales Less Cost of Sales and Total
Labor” means:the Total Net Sales of that Café over the Measurement:Period, less the Cost of Sales
and Total Labor incurred in connection with that Café over the Measurément Period.

Applicable Perceritage. The term “Applicable: Percentage” is calculated by taking the Net. Sales
Less Cost of Sales and Total Labor figure:for that'Café over the Measirement.Period and dividing
that figure by the Total Net Sales of that.Café over the same Measurement Period.

Estimated Royalty. The term “Estimated Royalty” refers to thé royalty fees.that the:each:Café would
have paid us over the Measurement Period in the amount of 6%. Please note that the :affiliate-
owned Cafés did not actually pay us any Royalty' Fee over the Measurement Period. We are
including the Estimated Royalty here in a good faith effort to give you an accurate idea of how
much in royalties each Café would have owed to us if it: was operated as a Franchised Business

governed by our current form of Franchise Agreement. |

Estimated Fund Contribution. The term “Estimated.Fund Contribution” is.calculated by taking the
Gross Sales of the: affiliate-owned Representative Café. over the Measurement Period -and

multiplying that figure times the required Fund Contribution rate set forth in -our current form of’

Franchise Agreement (2% of Gross Sales). The affiliate-owned Representative Café dld| not
actually pay this amount to us in connection with its operations over the Measurement Period
because the Fund had not been establish. during the Measurement Period. We are including the
Estimated Fund Contribution here in a.good faith effort to give you.an accurate idea of how much
in Fund Contributions the affiliate-owned Representative Café would have owed to us if it, was
operated as.a Franchised Business governed by our current form-of Franchise Agreement.

Credit Card Fees. The term “credit card fees” includes. reported costs associated with processing

credit card payments, gift cards.and other-fees.incurred in.connection with services offéred by the
POS system. |

Other Operating Expenses. Except for the excluded ¢osts described below; thé figure provided
includes the remaining: reported costs:that were-incurred in connection with the operation of each
Representative Café over the Measurement Period, including advertising, licenges, repairs,

supplies, professional fees, waste removal and other expenses. The figure excludes, interest, taxes

depreciation, and amortization,.as well asiany other expense thatis specifically identified elsewhere
in the Chart. This figure does not include expenses incurred by the affiliaté-owned :Cafés used for
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11. Total Operating Expenses. The term “Total Operating Expenses” means the sum of the following

Operating expenses over the Measurement Period incurred by that Café: (i) estimated royalty, (ii)

paper; (iii) credit card processing; and (iv) other operating expenses. i

12. Rent. The term “Rent” means the payments that the Representative Café made, under its lease for
the Premiseés of that Café:

13. Net Operating Income. The term “Net Operating Income” means Total Net Sales less the | Total
Cost of Sales, Total Labor; Total Operating Expenses-and Rent for thé Representative Café ovér
the Measurement. Period.

14. Opening Costs and Certain Ongoing Operating Expenses Not Included. The Chiart above does.not
include: (i) the majority of the costs and expenses that a new franchisee will likely incur in
connection with-its:construction, development and initial opening of a Franchised Business because
the Representative Cafés were all open-and.operating as of the commencement of the Measurément
Period; and (if) certain of the ongoing costs and expenses that werge-incurred by the Representative
Cafés over'the Measurement Period such as interest, taxes, depreciation and amortization.

15. Representative Cafes and Substantially Similar Operations: The Representative Cafés referenced
above offer the same products that a Franchised Business will typically offéer-and these Cafes«
otherwise are substantially similar to the. Franchised Business offered under this Dlsclosure:
Document.

General Notes to this Item 19;

1.

Yourresults may vary upon the location of your Café. Y.our results'may also vary because you will be
establishing and operating a start-up business. !

The analysis-above in this [tem maynot contain compléte-information.conceming the operating.costs
and expenses that you will incur in operating your Café. Operating costs and expenses may’'vary’
substantially from business to business. We sirongly recommend that you consult with your business
advisors to determine the operating -expenses' you will incur in connection with opening and
commencing operation of your Café, including the types of initial start-up costs that are dnsclosed in
Item 7 of this Disclosure Document.

The figures provided in this Item exclude certain tax liabilities for which you will be responsible,

' |
We. suggest strongly that you consult. your financial advisor or personal accountant concer'mng;
financial projéctions.and federal, state and local income taxes and any other applicable taxes that you.
may incur in operating a Café.

‘Thee figures disclosed. in this Item may not include all the: professional fees or other admmlstratnve'
expenses. that you might incur in connection with openling and ¢ommencing operations of your: Cafe
including:legal and accounting fees.

Interest expense, interest income, depreciation, amortization and other incomme. or éxpenses will vary
substantially from business to business, .depending-on the amount and kind of fi inancing you obtain to
establish your Café. You should consult with your tax advisor’ regarding depreciation and amiortization
schedules and the period over which.assets of your Café may be amortized oidepreciated, as well as
the effect, if any, .of any'recent or proposed tax legislation. Please:note that the figures set forth:in.this
Itemn. 19 do not involve any ‘depreciation or amortization..
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7. Expenses and costs, as. well as the actual accounting and operational methods employed by a
franchisee, may significantly impact profits realized in any particular operation. Actual results will
vary from Café to Café; and we cannot estimate the results. of a particular Café. The revenuels and
expenses of your business will be directly: affected by many factors, suchi as: (a) your Designated
Territory’s geographic location.and population demographics; (b) advertising &ffectiveness based on
market saturation; (c)-whether you opetate:the:business personally or hire a third party to serve:as your
Designated Manager (d) your product and service pricing; (e) vendor prices on materials, supplles
and inventory; (f) personnel salaries and benefits (life and health insurance; etc.); (g) insurance costs;
(h) weathér conditions; (i), ability to géneérate customers; (j) customer loyalty; (k) emplo3}ment
conditions in the market; (1) the efforts you and your personnel put into your Café; (m) local and
regional economic and regulatory conditions; (n) populatiori density; and (o) the number of
Sweetwaters Cafés-near your Designated Territory.

Other than the preceding financial performance représentation, we do not make: gmy" financial performance:
representations. 'We also do not -authorize our employées or representatives to make any such
représentations either orally or in writing. If you are purchasing an existing outlet, however, wej may
provide you with the actual records of that outlet. If you receive any other financial performance
information or projections of your future income, you should report it to the franchisor's management by
contacting, Lisa Chin-Bee, Sweetwaters Group LLC, 123 'W. Washington Street, Ann Arbor, Ml,qlll,lgan
48104, (734) 769-2331, the Federal Trade Commission, and'the-appropriate state regulatory agehcies,]'.

Item 20
Outlets and Franchisee Information
Table.No. 1 '
Systemwide Outlet Sumimary
For years 2015to.2017
|
Qutlet Type Year Outlets at the Start | Outlets at the End Net Change |
of the Year ofthe Year ‘ \
{ Franchised 2015 3 3 0
2016 3 4 I
2017 4 5 1 |
Company-Owned | 2015 2, 2 0
' ‘7 2016 2 3 1
‘ 2017 3 2 2 ;
. [
Totdl Qutlets 2015 5 5 0 L
2016 5 7 2
2017 7 7 0.
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Table No. 2
Transfers of Outlets from. Franchisees to New Owners (other than the Franchisor) |
For:years 2015.t0 2017 '
State. Year ‘Number of Transfers |
Total 2015 0 |
2016 ‘ 0
2017 0
Table No.3
Status of Franchised Outlets ‘
For years 2015 to 2017 ‘

State ' Year | Outletsat | Outlets Terminationis | Non= Re- Ceased Outlets
| Start of | Opéned Renew | acquired | Operations { at End
| Year als by - Other. of the

Franchisor | Reasons Year
) B ) ) [
- Michigan | 2015 3 0 0 0 0 0 ] 3
. |
‘ 2016 3 0 0 0 0 | 4
| | 2017 4 0 0 0 0 15
Totals | 2015 | 3 0 0 0 0 0 3
| 2016 | 3 0 0 0 0 4
| 2017 4 0 0 0 0 5
|
Table No. 4 '
Status of Company-Owned Outlets
For'yeais 2015 to 2017
State Year | Outlets Outlets Outlets: Outlets | Outlets Sold | Outlets. -
at.Start | Opened | Reacquired Closed to atEnd |
of the From Franchisee of the
. Year Franchisee Yeat
Michigan | 2015 2 0 0 0 0 2
2016 2 1 o | o 0 3
7 2017 3 7 0 0 0 1 2
2015 2 0 0 0 0 2 |
Totals 2016 ) 2 1 0 0 0 3 1
| 2017 3 0 0 0 1 2
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Table No.'S. ] r
Projécted Openings as.of Décember 31,2017
; | | L
State - Franchise Agreements | Projected New. - Projected New'CQmpa_iyly-
Signed But Store Not Franchised Stores In Owneéd Stores In The Next
Opened The Next Fiscal Year: Fiscal Year

Arizona 1 1 0
Califoernia 1 1 0
Colorado 2 1 0

Connecticut 1 1 0 |

. i

B |

Georgia 1 1 0 !
| Michigan 2 3 (1]

Minnesota 1 1 0 :

New York 0 1 0 |
| Neorth Carolina 0 1 0
Ohio 1 3 0
Oregon 1 1 ) 0
Texas 2 1 0

. , i
Total 13 16 0

1

‘The names of all open and opeérating franchisees and the addresses and telephone ‘numbers of Ithelr‘
respective Cafés, as'well as a list of franchisees that have signed franchise: -agreements' but-were: not open
as of December 31, 2017, are attached as Exhibit D. If'you buy this franchise, your contact information
may be disclosed to other'buyers when you leave the franchise system..

Thereare no franchisees. who had a franchise agreement terminated, canceled, or not renewed, or otherwise-
voluntarily or involuntarily ceased to do business under a Franchise Agreement, during the most recently
completed fiscal year or who had not communicated with us within ten (10) weeks of this Dnsclosure
Document’s issue-date. In the future, we will list such former franchisees in Exhibit D as well.
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Franchisees did.not sign confidentiality clauses during the last-three (3) fiscal years restricting their ability
to speak openly about their experience with the SWEETWATERS franchise system. |

There are no trademark-specific franchisee: organizations associated with the SWEETWATERS  franchise
system.

Item 21
Financial :Statements

|

Our audited financial statements for-the fiscal 'years ending December 31, ’2071 7 and Decem‘b’é'r 31,
2016 and December 31, 2015, as- well as our unaudited financial statements as of April 30, 2018, are
attached to this. Dis¢losure Document as Exhibit A. Our:fiscal-year end'is. December- 3 1st.

Item 22
Contracts |

The following-agreements:are;attached as Exhibits to this Franchise Disclosure Document:

Franchise Agreement (and Exhibits) Exhibit B
Development Agreement (and Exhibits) Exhibit C
State Specific Addenda Exhibit G
Sample Release Agreement Exhibit I
Franchisee Questionnaire/Compliance Certification Exhibit.J
Item 23
Receipts |

Exhibit. K to this Franchisé Disclosure Document contains a detachable document, in duplicate,
acknowledging receipt of this Eranchise Disclosure Document by a prospective franchisee. Y.ou should
sign both copies of the Receipt. You should retain one signéd copy for your fecords and return, the other
signed copy 'to us at Sweetwaters Group, LLC ¢/o Franworth, 106 E. Liberty Street, #310, Ann Arbor
Michigan 48104 or (734) 619-0919.
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SWEETWATERS.

COFFEE & TEA

SWEETWATERS GROUP, LLC

FRANCHISE AGREEMENT
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SWEETWATERS GROUP LLC u
FRANCHISE AGREEMENT .

THIS FRANCHISE. AGREEMENT (the““Agreément”):is made and enteted into on

(“Effective Date,”) by and between: (i) Sweetwaters Group LLC, a Michigan. limited liability company

with its principal place of business-at 123 W. Washington Street, Ann Arbor, Michigan, 48104 (the:
“Franchisor”); and (ii) _____, a (resident of) (corporation

organized in) (limited lability company organized iny , .. . with a

business address at (the “Franchisee™).

RECITATIONS

|
A. Franchisor and its affiliate/principals,, as a result of the expenditure of time; skill, effort;

and money, have developed and own a unique systei (the “System™) related to ‘the establlshment
development, opening; and operation of 4 business that provides gourmet coffee and tea as. well as retail

products (collectively, the “Approved Products™), in a café environment (each, a “Café”).

B. Franchisor’s Systeni is comprised of various proprictary and, in,some cases, distinguishing
elements, including without limitation: proprietary methodology and procedures for the establishment'and
operation of a Café; site selection guidance and criteria; specifications; for the design, layout and
construction of the interior of the Café; stanidards and specifications for the furniture, fixtures and
equipment located ‘within a Café; established relationships. with approved or designated suppliers for
certain products and.services;, and standards and specifications for advertising, bookkeeping, sdles and
other aspects of opérating a Café. The parties agree and acknowledge that Franchisor may change,
improve, further develop, or otherwise modify the System from time to time as it deems appropriateyin its
discretion. Franchisee hereby acknowledges and agrees that: (i):while the. System and Franchisor’s'related
materials:contain information that, in isolated form, could be construed as being in the public domain; they
also contain significant proprietary, and confidential information which makes the: System ‘unique: as a
whole; and (ii) the combined.methods, information, procedures, anditheories that make up the:total System
‘or are contained in the relevant manuals that are: prdprietary .and,;confidential.

C. The System and Cafés are primarily identified by the mark SWEETWATERS; as well as
certain other trade names, trademarks, service marks and trade dress, all of which we may modify, update
supplement. or substitute in the future (collectively, the “Proprietary: Marks”). The. parties agree and.
acknowledge that we have established substantial goodwill and business value in its Proprietary’ Marks,.
expertise, and System. ' |

p. Franchisor is in the business of granting qualified individuals and entities a franchise: for
the right to' independently own' and operate a single Café utilizing the Proprietary Matks and System ata
location that Franchisor approves in writing.

E. Franchisee recognizes the benefits derived from being identified with Franchlsor
appreciates and acknowledges the distinctive and valuable significance to the public-of the System and the
Proprietary Marks, and understands and acknowledges the importance of Franchisor’s high and umfonn
standards of quallty, appearance, and service:to the value of the System..

F. Franchisee desires to acquire a non-exclusive franchise for the right to operate a, "S'il_n‘g‘le.
SWEETWATERS. Café from an approved location, and has submitted an application. to obtain .such a
franchise from Franchisor- '
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G.

Franchisor is willing to grant Franchisée the right to operate a Café based on the.

represéntations contained in the franchise application and subject to. the terms and conditions set forth in

this. Agreement.

AGREEMENT

NOW THEREFORE, in consideration of’ the. foregoing recitals. and other good and, va]uable
consideration, the. receipt and sufficiency, of which is hereby mutually acknowledged, the parties hereto
intending to.be legally bound, do hereby agree as follows: ‘

1.  PREAMBLES, ACKNOWLEDGEMENTS AND REPRESENTATIONS OF

FRANCHISEE

A.

Franchisee acknowledges and represents that Franchisor, itself or through any ofﬁcer
director, employee, or agent, has not.made, and Franchisee has not received.or relled upon,
any oral, written, visual, express, or- implied information, representations, warranties,
guararitees, or promises regarding the amount of sales levels or income Franchisee 'might\
expect to..eamn from the franchise granted hereby, except as set forth in the Franchise

‘Disclosure Document.

The business venture contemplated by this Agreement involves business risks. !

Franchisee’s success'will be laigely-depéndent upon Franchisee’sability:as.an mdependenti
‘businessperson. [

Franchisee has received, read, and does understand this Agreement:and any attachments.

Franchisee understands and agrees that'the day gourmet coffee and tea industry is highly
competitive-with constantly changing market conditions.

Franchisee: acknowledges and. agrees ‘that Franchisor has fully and adequiately explained.

.each provision of this Agreement to Franchisee’sisatisfaction.

Franchisee has consulted with Franchisee’s own advisors with respect ‘to the legal
financial, and othier aspects of this Agreement, the business franchised hereby, and the

prospects. for such business. Franchisee either has consulted with such advisors or has

dellberate]ny, declined to do.so.

Any written inquiries made to Franchisor by Franchisee pertaining fo the nature of this

franchise were answered in writing to the'satisfaction of Franchisee:

Franchisee has had the opportunity and adequate time to independently investigate,

analyze, and construe both the franchise being offéred heréunder and the terms and

provisions-of this Agreement utilizirig the sefvices:of legal counsel, accountants, and other

advisors (if Franchisee so elects).

Any, and all applications, financial statements, and represéntations submitted to Franchisor
by Franchisee, whether oral.or‘in writing, were complete and accurate when submitted and
are-complete and accurate as of the date of execution of this Agreement unless the same
has been otherwise. amended in writing. Franchisee states ‘that he/she is not présently

|
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|

|
involved in any business activity that could be considered competitive in nature, unless
heretofore disclosed to Franchiser in writinig: !

K. Franchisee agrees not to:contest, directly or'indirectly, Franchisor’s ownership, tltle right,
or interést in. its names or Proprietary Marks, trade secrets, methods, procedures, Kiow-
how, or advertising: techniques ‘which are part of Franchisor’s business, or contest
Franchisor’s sole right to register, use, or license ‘others to' use such names or Proprietary
Marks, trade secrets, methods, procedures, or techniques.

L. Franchisee’s signature to ‘this Agreement has not been induced. by any representatlon
inconsistent with the terms of'this Agreement orinconsistent with the Franchise Disclosure
Document given to Franchisee by Franchisor. |

M. Franchisee represents and warrants that Franchisee is not a party to or subject to any order
or decree ‘of any court or government agency which would limit or interfere in any way
with the performance by Franchisee of the obligations under this Agreement and that
Franchisee is not a party, and has not within the last ten (10) years been a party; to any
litigation, bankruptcy, or legal proceedings other than those heretofore: disclosed to
Franchisor in writing.

N. Franchisee agrees and acknowledges that it is solely responsible for ensuring that:l @) it
acquires:and maintains all business licenses, permits and approvals, including those that
are specifically required to offer and provide gourmet tea and coffee, and concerning the
preparation of food ahd sanitary conditions and disclosure of nutritional information, that
are necessary to. operate: the Franchised Business at the Premises (defined. below) and
within the Designated Territory (defined below); and (ii) the Franchised Business is
otherwise operated in full compliance with all federal, state and local laws and regu]atlons
where the Franchisee is located.

0. Franchisee agrees and acknowledges that: (i) Franchisor may' enter into franchise
agreements with other franchisees'that may contain provisions, conditions, and 'obliga'tions‘
that differ from those: contained in'this Agreement, including without: limitation, franchise
agreements for the operation of 'a SWEETWATERS Café; and (ii) the existence of
different forms of agreement and the fact that Franchisor and other franchisees may{have.
different rights and .obligations does not affect the parties’ duty to comply with the térms
of this Agreemeiit., ;

2. GRANT OF FRANCHISE

A: Grant of Franchise. Franchisor hereby grants Franchisee, subject to the terms, conditions,
and obligations of this: Agreement, a non-exclusive right-and license to-use the Pr,oprif:tary
Marks and receive the other benefits of the System iri connection with the establishment
and operation of a:single SWEETW.ATERS-Café (the “Franchised Business”).

|
B. Approved Premises; Site Selection Area. The Franchised Busifiess must be operated

from a single location that Franchisor reviews and approves (the:“Premises™). If the partles
have not agreed on a Premises as of the date this Agreement is executed, Franchisor will
designateia general site selection area (the “Site Selection: Area”)-on the data sheet:attached
to this Agreement as Exhibit A (the “Data Sheet”) wherein Eranchisee must locate, and
secure the Premises as detailed more. fully in Section 6(A) of this. Agreement.. Franchisee
acknowledges and ‘agrees that: (i) it does not have any’ territorial rights within the l‘Si'te‘
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‘Selection Area; (ii) Franchisor may permit other new franchisees to:search for the:location
of their franchised Café within the same Site Selection Area that is.assigned to Franchisee
under this Agreement if Franchisor-determiries.in its discrétion that:the Site Selection.Area
is large enough to contain additional franchises; and (iii) potential locations for each
franchised Café, and resulting Designated Territories (as defined below), within. the Site
Selection Area will be reviewed and rejected/granted on-a first:to-propose basis.

C. Relocation of Premises. Once the Franchisor approves the Premises of the Franchised
Business, the location will be set forth in the Data Sheet.. Franchisee mdy only use the
Premises to operate the Franchised Business. Franchisee may not relocate the Franchised
Business to any location other than the Premises without Franchisor’s prior written consent,
‘which Franchisor will not. unreasonably withhold, provided: (i) Franchisee secures an
alternate location for the Franchised Business within the. Designated Territory (as defined
below) that meets Franchisor’s then-current site selection criteria for the premlses of'a
SWEETWATERS Café; and (ii):at F ranchisor’s request, Franchiseereimburses, Fra.nchlsor
the cost and expenses Franchisor incurs in connection with reviewing Franchlsee s
proposal.

D. Désignated Territory. Upon locating and securing a Premises, Franchisor will desigr%ate a
geographical area surrounding the Premises wherein Franchisor will not open or operate, or
license a third party the right to open or-operate, another SWEETWATERS Café utilizing the
System and Proprietary Marks (the “Designated Territory™), for so long as Eranchisee! is in
compliance with this. Agreement. Excepted out from the Designated Territory: will be vénues
‘within the Designated Territory that Frarichisor consider “Non-Traditional ‘Sites” (defined.
below). The boundaries of the Designated Territory, once determined by Franchisor, will be
described in the Data Sheet. Franchiseeacknowledges.that it does not.have any. other territorial
rights within the Designated Territory. |

|
1. Franchisee may not solicit prospective customers outside of the Designated
Territory, unless (a) these prospective: customers do not reside-Within the territory
granted 10 another franchisee or other SWEETWATERS Café location, and (b)
Franchisee obtains Franchisor’s prior written consent. ‘

2. Franchisee may not actively advértise: the Franchised Business outside of the
Designated Territory, unless (a) the area wherein Franchisee wishes to-advertise is
contiguous to the Designated Territory and is not granted to ancther franchisee or
other SWEETWATERS Café location, and (b) Franchisee obtains Franchisor’s
prior writteri.consent.

|
E. Non-Traditional Sites and Right.of First Refusal. For purposes of this Agreement, the
term. “Non-Traditional Site” means: (i) any facility serving .a captive market,, ‘including
hotels, resorts, airports, public facilities, sports stadiums and arena, concert halls, college
and school.campuses, military'bases, and any other mass gathering events or locations; and

(i1) any- other location Franchisor determines is not traditional and wherein a café:or other

establishment serving coffee'might be reasonably anticipated to be located.

1. So long as Franchisee meets the eligibility requirements:fora Non-Traditional: Site
to-be developed in your Designated Territory, as commuriicated, to Franchisor by
the party seeking a tenant for the Non-Traditional Site, and. Franchisee is not in
default under any :agreements. with Franchisor or its Affiliates, Franchisor ‘will
offer Franchisee a right of first refusal to develop a Café at thé proposéd Non-
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Traditional Site in accordance with. the terms of this Section. Franchisor will
provide writtén notice to Franchisee regarding thé Non-Traditional Site available
and any material terms the Franchisor is aware at the time written notice is
provided (the “ROFR Naotice™). !

2. If Franchisee elects to exercise its right of first refusal and to develop:a Café at the
proposed Non-Traditional Site, then within 30.days of your receipt of the ROFR
Notice; Franchisee must: (i).notify the:Fianchisor of its:election to exércise 1ts right
of first as outlined in-the ROFR Notice; (ii):provide:to Franchisor a. receipt page.
with: respect to Franchisor’s then-current franchise- disclosure document; and (iii)
fully execute Franchisor’s then-current form of franchisé agreement and pay to
Franchisor all of the initial fees thereunder. If Franchisee notifies the Franchisor
at any time:after yourreceipt. of the ROFR Notice that it elects not to exercise its
right of first refusal, or if all-of the requirements.to exercise the-right of first, refusal
are not complete within the prescribed 30-day period, Franchisee will be.deemed
to have rejected its right of first refusal and the Frarichisor may offer the
opportunity to another third party or develop thé location itself or through an
Affiliate without any liability or further obligation to Franchisee. If Franchiéee is
a party to a development agreement with. Franchisor; Franchisee may elect to have
the Café developed at the Non-Traditional Site count towards its Development
Schedile: '

F. Rights Not Granted. Franchisee acknowledges and agrees that this: Agreement does not,
afford Franchisee any rights or options to open any- additional ‘Cafés and that Franchisee
does not have any right to.sub-license or sub-franchise-any of the rights granted hereunder
Franchisee may not use the Proprietary Marks or System. for any purpose other than
promoting and opetating the Franchised. Business at the Premises and within the
Designated Territory. Franchisor will have. sole discretion as to whether it decides'to grant
Franchisee the right to open any additional ‘Cafés, each of which will be goverried by a

- separate form of Franchisor’s thén-current franchise agreement. oo

G. Reservation of Rig‘hts Notwithstanding anything contained inithis: Agreement Franchi‘Sor

third parties the right‘ to open or operate other Cafes utihzmg the: Proprnetar,y Marks and
System outside the Designated Territory; (ii) market, offer-and sell products and services
similar to those offered by the Franchised Business and other Cafés (such as coffee, tea,
and/or private label products that Franchisor may develop). through alternate channels of’
distribution, including without limitation, via the Internet and other e-commerce channels
catalog sales, .grocery stores, direct mail or wholesale, at any l6¢dtion; (,"1) acquire, or be:
acquired by,.any-company, including.:a company operating one.or more businesses offering;
products or services similar fo those .offered by a. Café, located within or outside your
Designated Territory, and subsequently operate:(ot licensé athird party the right o, operate)
these locations; (iv) open and operate, or licenserthird parties the right to open or operate,
businesses that offer products and services similar to the-Franchised Business under mlarks
other than the Proprietary Marks at any location; and (v) use, and license others. the right
to use, the Proprietary Marks and System to engage. in any other activity not expressly
prohibited by this Agreement.

H. Modification of System. Franchisor reserves the right to.supplement, revise or otherwise
‘modify the System or any aspect/component. thereof, and Franchlsee agrees: to promptly
accept and comply with any such addition, subtraction, revision, modification or change.
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and make such reasonable expenditures as may be necessary to comply with any' change:
that Franchisor makes to the' System. Any change or modification that Franchisor : {nakes
to the System will not materially alter Franchisee’s fundamental rights under this
Agreement. Moreover, Franchisor will provide Franchisee with a reasonable amount .of
time to-.comply with any change or modification to the System once:Frarichisee has been
notified of such change/modification in writing (via the Operations Manual or-otherwise).

3. TERM AND RENEWAL

A.

Term. Unless previously terminated pursuant. to this Agre’ement', the terin of this
Agreement shall be for a period of ten (10) years (“Initial Term”™) commencing as of the:
Effective Date.

Renewal. Franchisee may submit a request to renew: this Agreement for up to two )
additional, consecutive: tefms of ten (10) years: each, and must. provide each request to
rénew 1io less than six (6) months and.no more than.twelve (12):months prior to.the end.of

the then-current term. Failure to provide such notice to Franchisor will be deemed dn

indication; that Franchisee does not wish to renew the franchise relationship. Franchisor

shall not unreasonably withhold its approval of such requests for renewal, prov1ded
‘Franchisee complies with the following conditions:

1. Franchisee must not have: (i) any uncured material defaults under this Agreement.
(including any monetary defaults) or any other agreement between Franchisee and
Franchisor or the landlord of the Premises; either at timé-of Franchise€’s: reriewal
request -or at the time of renewal; and (ii) received more. than three (3) separate,
written notices-of material default from Franchisor with respect to this Agreement
in the T2-month period preceding the renewal request daté or renewal date:

2. Franchisee must execute Franchisor’s: then-current form of franchise agreement
which may contain-materially different terms and conditions from those contamed
in this Agreement, within thirty (30) days of the date Franchisee is provided ‘with
Franchisor’s-then-current form of franchise-agreement.

3. Franchisee pays Franchisor a renewal fee amounting to $2,500 at least ninety. (90)

days. prior to the expiration of the then-current term. Franchisee will not be:
required to pay ‘an additional Initial Franchisee Feé (as defined in Section 4) upon
renewal.

4. Franchisee and/or the Designated Manager (as defined in this. Agreement. and as
applicable) attends.a, prescribed training refresher course at least thirty (30) days
before the expiration’ of the then-current term of this Agreement, and pays a
refresher training tuition fee'amounting'to $400 per-day per trainer: Franchnsee,wnll
also be responsnble for all expenses incurred in connection ‘with attendmg this
refresher training,

5. Franchisee éxecutes a general release under seal, in a form satisfaciory to

Franchisor, of any and all claims it may have ‘against Franchisor and its officers,
directors, shareholders, and.employees.in their corporate and individual capacities,
including without limitation; all claims arising under any- federal, state, or local
law, rule, or'erdinance. |
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~ Franchisee must have- parti¢ipated in and supported the training procédures,

purchasing, marketing, -advertising, promotional, and other operational and
training, programs. recommended or provided by. Franchisor to the satlsfactlon of
Franchisor.

Franchisee or transferee- agrees, at its sole cost and expense, fo re-image, renovate
refurbish, and modernize'the Premises and Café within the timie frame requ1red by
Franchisor, including the design, equipment, signs, interior and exterior décor
items, displays, inventory assortment and depth, fixtures, furnishings, trade dress,
color scheme, presentation .of trademarks and service marks, supplies, and!other
products and materials, as necessary tto meet Franchisor’s then-current System
standards, specifications, ‘and design criteria. for a ‘newly opened
SWEETWATERS Café. -

4, FEES AND PAYMENTS

A. Fees. In consideration of the rights and license granted herein, Franchisee shall pay the
following amounts:

1.

Upon execution of this Agréement, Eranchisee must pay Franchisor :an ifnitial'
franchise fee of Forty-Nine Thousand Five: Hundred Dollars ($49,500.00) (the
“Initial Franchise Fee”), which fee shall be deemed fully eamed and non-
refundable under-any circumstances upon payment:

Upon execution: of this Agreement, Eranchisee must. pay Franchisor .an initial
training fee of Five Thousand Dollars ($5,000.00) (the “Initial Training Fee™),
which will cover the ‘tuition associated. with Franchisee and two (2) other
individuals attending Franchisor’s proprietary initial training program. The Initial
Training Fee shall be deemed fiilly earmed and. non-refundable under| any
circumstances upon payment. '

Before opening the Franchised Business, Franchisee must purchase from
Franchisor or its affiliates your required opening inventory of branded products
(including tea packaging, mugs, apparel, packaged. iteéms, labels, brochures;
operational forms, and proprietary. products) and -other required in-store product

signage (the “Initial Inventory Fee”).

On or before the Thursday, (or-other day Franchisor designates) of each week the
Franchised Business is open and operating (and/or required to be open and
operating under this. Agreement), Franchisee must pay Franchisor an ongoing
royalty'fee amounting to six percent (6%)of'the Gross Sales (as.defined in.Section
4(D)) generated by the Franchised Business in the preceding, week (the “Royalty
Fee”) beginning Sunday when the Franchised Business opens.and. ending Saturday
when the Franchised Business'closes (the “Business Week”)..

At the same time and in the same manner the Franchisee is required to. pay the
Royalty Fee (or any other day Franchisor designates), Franchisee will be: required
to contribute to a brand development fund (the “E und”) in an-amount equal toitwo
percent (2%) of the Gross Sales (as defined in this Section 4(D)) generated by: the
Franchised Business in the preceding Business Week.
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6. On or before the 5™ of each month after opening, Franchisee is. required to pay
Franchisor’s then-current technology fee (the “Technology Fee™) are open :as
consideration for (a) email hosting, (b) web-hosting, and (c) other website-related
‘services.

7. In connection with the required computer software to be used in. connecnon with
the point-of-sale system.at the Café (the “POS System”), Franchiseeris: requlred to
pay the then-current fée charged by third party providers for the: POS System (the:
“POS Fee”). If Franchisee requests additional support, Franchisee may' be
required to pay'the Approved Supplier’s then-current support fee. )

8. In connection with the Grand Opening; Advertising Requirement, as 'descrilﬁcd in
Section 9(C) of this Agreement, Franchisee must, prior to opening the Café,
expend the Grand Opening Package, as described in Section 9(C) of this
Agreement. i

9. All othet training/tuition fees, evaluation fees, as well:as:all amounts necessary to
purchase marketing: materials, inventory ‘or other supplies from Franchisor or its
affiliates must be paid on an ongoing basis, -as- described more fully in this
Agreenient.

B. M‘ethod of Payment With the exceptio"n of the Initial Franch‘i"s'e Fee, FranChiSe'e shall pay

,,,,,

-agreement. between Franchnsee and Franchlsor or its affiliates, from the bank account
Franchisee provides to Franchisor for use in' connection with EFT Program (the “EFT
Account”). Franchisee 'shall immediately deposit all reveriues from operation of the
Franchised Business into this bark accéunt immediately upon receipt; including cash,
checks; 'and credit card receipts. At least ten (10) days prior to opening the: Franchised
‘Business, Franchisee shall provide Franchisor with: (i) Franchisee’s bank name, ‘address
and accournit number; and (ii) a voided check from such bank account. Coritemporaneous
with the éxecution of this Agreement, Franchisee shall sign and provide to Franchisor and
Franchisees bank, all-documents, including Franchisor’s form of EFT Authorization Form
attached as Exhibit D to this Agreement, necessary to efféctuate the EFT' Program and
Franchisor’s ability to withdraw funds from such bank account via electronic funds
transfer.. Franchisee shall immediately notify. Franchisor of ‘any change in Franchisee’s
banking relationship, including any:change to the EFT' Account.

C Access to Computer System. Franchisor may, withoutnotice to Franchisee, have the right
to independently and remotely access and view Franchisee’s compuiter system used in
conniection with. the Franchised Business (the “Computer System®) via the Internet, other
electronic means or by’ visiting the Café, in,order‘to obtain: Gross Sales.and other aval_lable
information that Franchisor reasonably requests about the-Franchised Business. Franchisee
hereby consents to Franchisor using and disclosing to third parties (including, without
limitation, prospective franchisees, financial institutions, legal and financial advisors), for
any purpose or as may be required by law, any financial or other information containeéd.in
or. resulting from information, data, materials, statements and -reports. received by
Franchisor or disclosed to Franchisor in.accordance with this. Agreement. Franchisee must
obtain :and. use the Computer System hardware, software and othier components ‘that
Franchisor prescribed for use in connection with the Franchised Business, and utilize;and
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participate in any intranet/extranet that Franchisor .establishes in connection wi{h the
‘System. Franchisor may require Franchisee to use 'a Computer System and/or related
software: that is administered through Franchisor and that provides. Franchisor with
‘automatic -access to. all data and reports that might be created by such Computer System
-and/or software. ‘

D. Gross Sales. “Gross Sales” means the total revenue generated by the Franchised Business,
including all revenue generated from the sale and provision of ‘any and all gift cards and
other Approved Products at or through your Franchised Business and all proceeds from
any business interruption insurance related to the non-operation of your Franchised
Business, whether such revenues are evidenced by cash, check, credit, charge, account,
barter or exchange. “Gross Sales” does not include (a) any-sales tax and equivalent taxes
that are collected by Franchisee-for or on behalf of any governmental taxing authority and
paid thereto, or (b) the value of any allowance issued or granted to any client: of the
Ftanchised Business that is: credited in good faith by Franchisee in full or pamal
satisfaction of the price of the Approved Products offered in' connection w1th the
Franchised Business.

E. Gross Sales'Reports; Right to Modify Payment Interval.-Onor before: Monday of each
week, Franchisee must send Franchisor a signed Gross Sales report (a “Gross Sales

Report”) détailing the following information: (i) Gross Sales of the Franchised Business
from the preceding Business Week; (ii) Franchisee’s calculated Royalty Fee and Fund
Contribution (if appropriate) based on the Gross Sales from the: precedmg Business Week;
and (iii) any other information Franchisor may require for that reporting period. Franchisor
may,as it deems necessary in its sole discretion, change the form and content.of the Gross
Sales Reports from time.to time.

|
!

1. The parties agree and acknowledge that Franchisor may require Franchisee 'ti) use
a Computer System and/or software in connection with the Franchised Business
that provides Franchisor with automatic access to Gross Sales Reports and any’
other data/reports generated by such Computer System and/or software, but in,no
event shall such access:by Franchisor affect Franchisee’s obligation to-provide:all
reports required under this Franchise Agreement unless Franchisor agrees
otherwise in writing.

2. The parties agree and acknowledge that Franchisor may miodify the interval at
which it collects Franchisee’s Royalty Fee, Fund Contribution and other recurring,
fees under this Agreement upon written notice (i.e., Franchisor may provide
Franchisee with notice that it will be collecting these fees on a monthly-rather'than
weekly basis): In such event, Franchisee’s reporting obligations may also be:
modified by Franchisor-accordingly. |

F. Late Payments: If afiy' payment due under this Agreement is not received by Franchisor
by the scheduled date due; Franchisee shall be.iin default under this Agreement; If any
payment. is overdue, Franchisee shall pay interest to the Franchisor, in addition to: the
overdue amount, at a rate of one and one-half percent (1.5%) per month, beginning from
the-date of non-payment or underpayment, unfil paid. Entitlement to collect:such interest
shall be.in addition te any and all ether‘remédies Franchisor may have.

G. Taxes Owed by Franchisee. No payments to be made to Franchisor by Franchisee,
whether for royalties, advertising, merchandise, special programs;, or otherwise, may be
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reduced on account of the imposition by any federal, state, or local authority of- any tax,
charge,.or-assessment, or by any claim Franchisee may have against Franchisor. All taxes,
charges, of asséssments shall be paid by Franchisee to. the taxing authorities:-when due in
addition to the amounts due to Eranchisor. r

H. Security Interest. Franchisee hereby grants to Franchisor a security interest in ‘all of
Franchisee’s "interests in the real .estate where the franchise is located (if Franchlsee
purchases its. Premises), as well as all improvements to that real-estate. Franchisee further
grants to Franchisor a security initerest in, all furniture, furnishings, equipment, fixtures,
inventory; and supplies. located at or used in connection with the Franchised Business,
whether now' or hereafter leased or acquired, together with all attachments, accessions;
accessories, additions, substitutions, and replacements therefore, as well as all cash and
non-cash proceeds derived from insurance; the disposition of any: such.collateral to secure
payment and performance.of all debts, liabilities;-and obligations of any kind'of Franchisee
to FranchiSor under this Agreement whenever and however incurred, any promissory note
given by Franchisee to Franchisor; or any other agreement between them, Franchisee
hereby: authorizes Franchisor to ﬁle and record all financing statements, financing
statement, amendnients, continuation financing statements, fixture filings, and lother
documents necessary or desirable to evidence, perfect, and continue the priority of the
security interests.granted herein. Franchisee agrees and understands that it must. promptly
execute and deliver any such documents to Franchisor upon request. |

1. Notwithstanding anything contained in Section 4(I) of the Franchise
Agreement to the contrary, Franchisee does ot grant Franchisor any security
interest in any real property associated with the: Franchised Business ifisuch
real property is being leased by the Franchisee.

2. The parties agree that Franchisor will not execute. on any security interest
granted to Franchisor under Section 4(I) of the Franchise Agreement unless
Franchisee fails to cure'a material default under the Franchise Agreement
within the applicable fime: period for :cure after Franchisor has provrded
Franchisee-with proper notice of: such defaulf(s). i

I. Inability to Operate Franchised Bus‘me’ss; If Franchisee is unable to operate the
Franchised Business due to damage or loss to the Premises-caused.or created by a-casualty,
act of God, condemnation, or other condition over which Frarnchisee has no contr‘ol;‘ythen
Franchisor will waive the Royalty Fee due under this. Agreement for a period of time: that
Franchisor reasonably determines is necessary for the Franchised Business to repair the
damage/loss to'the Premises and resume operations (or relocate the Franchised Business:to
a different approved location within the Designated Territory), with:said waiver period not
to. exceed ninety (90) days commencing from the. date Franchisee gives Franchisor, notice
of the damage of loss. '

L. Compliance with Gift Card Redemption Policies. Franchisee agrees and acknowledges
that Franchisor has set forth policies.and guidelines.regarding Franchisee’s redemption of
gift cards at the Franchised Business that:'were purchased at a. SWEETWATERS Café other
than'the-Franchised Business'(and vice versa), along with directives and guidelines forhow
any compensation will be allocated amongst: the Franchised. Business and. the other
SWEETWATERS:Café(s) at issue. Franchisee agrees and acknowledges that:such’ pohcres
and guidelines may affect Franchisee’s payment obligations unider this Agreement
whether to Franchisorand/orto a different Cafélocation, but. agrees to strictly-.comply with
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such directives,, policies and guidelines as set forth and updated by Franchisor in the
Manuals or otherwise in writing.

5. DUTIES OF FRANCHISOR |

A.

Initial Training Program. Franchisor shall offer and make available -an ‘initial training
program (the “Initial Training Program”) for Franchisee and Franchisee’s designated
managerthat-will be responsible for the day to.day management of the Franchised. Business
(the “Designated Manager”). Franchisee: must pay an initial training;fee of Five Thousand
Dollars ($5,000) to cover the‘training of Franchisee:and its Designated Manager.

1. The Initial Training Program itself will be provided in three (3) components
namely: (i) certain courses that will be provided online, which Franchisee and its
De51gnated Manager must attend and complete remotely (the “Online Trammg”)
(ii) certain classroom training sessions that Franchisee and its Designated manager:
must attend in-person at Franchisor’s designated training facility and. complete to
Franchisor’s satisfaction (thie “Classroom Training™); and (iii) up to three (3)
weeks of on-the job training provided by Franchisor ‘at Franchisor’s designated
training facility, which Franchisee and its Designated Manager must complete-to
Franchisor’s satisfaction (the: “On-the-Job Training”). The. Online Trammg,
Classroom Training, and ‘On-the-Job Training; will all be provided subject to the
availability and schedule-of Franchisor’s training personnel., ‘

2. Franchisor will provide the Initial Training Program to ‘additional owners of
Franchisee or managers of the Franchised Businéss (subject to the avaxlablllty of
Franchisor’s' staff), provided Franchisee pays Franchisor its, then-current: initial
training fee. for-each individual that attends at any point after Franchisee receives
the Initial Training Program. ‘|

|
Replacement Personnel Training. Franchisor will also provide the Initial Training
Program to! any replacement personnel or those who a'ttend“ buf ‘fail to- comp]ete the*pfo'gram

any expenses mcurred)

Additional and Refresher Training. Franchisor may, as it deems appropriate. in its
discretion, develop additional and refresher training courses, and require Franchisee and
its management. to attend such courses. Franchisor may require Franchisee and its
designatediattendees to pay its then-current-training tuition fee in connection-with:attending
additional/refresher training (in addition to Franchisee’s obligation to: pay-for any expenses
incurred by Franchisor and its personnel in providing siich training): Franchisor will not
require Franchisee and its management to attend ‘more than: (i) five (5) days of
additional/refresher training each year.

Manuals. Franchisor will provided access to, or otherwise loan, Franchisee one (1) copy
of its proprietary and.confidential operations manual priorto'the:opening of the. Franchlsed
Business, as well as -any other instructional manuals as Franchisor deems appropriate
(collectively, the*“Manuals”). Franchisor will also loan Franchise¢ a list.of: (i).all furniture,
fixtures, equipment, inventory, supplies and other items that Franchisee is required. to
purchase. or lease in connection with the establishment and ongoing operation of the
Franchised Business (collectively, the “Required Items™); (ii) a list. of ‘all suppliers fromv
which Franchiseé¢ must purchase or lease-any Required Items, which may be Franchisor or
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its affiliates (collectively, the “Approved Suppliers”); and (iii) a.list of the Approved
Products that Franchisee-is authorized to offer, sell or provide at and from the Franchised
Business. The foregoing lists may be provided as part. of the Manuals or ‘otherwise in.

‘writing prior to opening, and Franchisor has ‘the right to revise, supplement or otherwise
modify these lists and the Manuals at any time upon written notice to you. Franchisor may’

also establish and maintain a SWEETWATERS website portal (the “Sweetwaters Team
Site”), wherein Franchisor may post content that will automatically become part of, and
constitute a supplement to, the Manuals, all of which Franchisee must:strictly comply with
promptly after such content'is,posted or-otherwise listed on the Sweetwaters Team Site. In
the event Franchisee or its personnel saves or prints: out a hard copy .of any Manual,| then
suchrelectronic/hard versions.of said Manual must be immediately returned upon expiration

or termination of this Agreement for any reason (and néver used for any competitive
purpose). The provisions of this Section shall survive the-term of this Agreement.

Site:Selection Assistance. Franchisor will provide Franchisee-with sité selection assistance:

and guidance with regards to Franchisee’s selection of a Premises for the Franchised
Business, including Franchisor’s then-current siteselection: criteria,;as it deems. approprlate

in its.sole discretion. Franchisor requires that Franchisee use an Approved Supplier. for site
selection assistance. Franchisor will also:review and approve of'any location the. Franchlsee

proposes for the Franchised Business.. Franchisor-must approve of Franchisee’s proposed

location, as'well as the lease for the Premises (the “Lease”) or purchase agreement forthe.
location, priorto Franchisee entering inito any such agreement for‘that location tosserve as

the: Premises of the Franchised Business. Franchisor may condition its approval -of any
Lease: for the proposed Premises on the landlord’s execution of Franchisor’s form of
Consent and Agreement of Landlord attached to this Agreement at Exhibit C. Franchisor
will use reasonable efforts to review and approve of any prop‘osed Premises location and
corresponding Leas¢ ‘within thirty (30) days of receiving all reasonably requested
information from Franchisee. The parties agree and acknowledge that if there is moreithan

one.(1) franchisee or. developer looking to secure a:site fora SWEETWATERS Café within

Franchisee’s Site Selection Area, the parties will follow the Franchisor’s prescribed
process and procedure for how sites will be reviewed and offered to such
franchisees/developers within ‘the: Site: Selection .Area, as Franchisor sets forth iri the.
Manuals.orotherwise: |
Grand Ogen‘ing Advertising Assistance. Franchisor may assist Franchisee,. as it deems
appropriate in its discretion, in.developing and conductmg ‘the-Grand Operiing Advertising
Program (as defined and described more fully in Section 9 of this Agreement), whlch
program shall be conducted at Franchisee’s expense.

Continuing Assistance. Franchisor may, as it deems appropriate and advisable in its;sole
discretion, provide continuing .advisory' assistance in the operation .of the Franchised

Business (after the Initial Training Program has been provided), Franchisor’s
determination not to provide any. particular service, either initial or continuing, shali not
excuse Franchisee from any of its obligations under this Agreement. Franchisor may
provide such assistance via telephone, fax, intranet communication, Skype or any -other

communication channel Franchisor deems appropriate, subject to the- avallablhty'and
schediles of Franchisor’s personnel. In the event Franchisee requesis that Franchxsor

provide any type of assistance .or training on-site at the Franchised Business; then
Franchisee may be required to pay Franchisor’s then-current training tuition fee in
connection with such training (in addition‘to-reimbursing Franchisor for any. costs/expenses
that Franchisor’s personnel incurs in connection with providing such assistance).
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H. Review of Advertising Materials Franchisor will review and approve/reject any

Franchlsed Bu,smess‘as descrlbed more fu]ly n S_ectlon, 9 of thiis Agreement.

I. Website. For so long as Franchisor has an active website containing content designed to.
promote the SWEETWATERS brand, Systém and Proprietary Marks (collectively, the
“Website), Franchisor will list the contact information of the Franchised Business. on this.
Website, provided Franchisee is not in material default under this' Agreement. Franchisor
may also provide Franchisee with one or more einail addréss(és); as it deems approf)rlate
in 'its discretion, which Franchisee must use only in connection with the Franchised.
Business. .

J. Private Label Products. Franchisor may directly, or indirectly through. Franchisor’s
affiliates or designated vendors, develop and provide Franchisee with private label
products or other merchandise bearing the Proprietary Marks to be sold.at the Franchised
Business. Franchisee may be required to.purchase these items from Franchisor or any other
Approved Supplier Franchisor designates.

K. Inspections of the Franchised Business and Premises. Franchisor will, as it d!eems‘
appropriate. in its sole discretion, conduct inspections and/or audits of the Franchised
Business and Prémises to ensure that Franchisee is operating its Franchised Business: in
compliance with the terms of this. Agreement, the Manuals and the System standards and
specifications, Such inspections may include inspections of the Premises, taking
photographs and/or videotape of the: Café’s.common area, taking samples of any Approved
Products for sale at the Café, interviewing and surveying Franchisee’s personnel and
customers, inspecting. any and all books and records, and conducting mystery shop
services. Franchisor is not: responsible for ensuring that the Franchised Business- is being
operated in compliance with all appiicable laws and regulations.

1

L. Administration of Fund. Franchisorwill administer the Fund.as it deems advisable to'the
System in its solé discretion as described more fully in Section 9 of this Agreement.

!

M. No Assumption of Liability, Franchisor shall not, by virtue of any approvals or advice
provided to the.Franchisee under this: Agreement, including site:selection or other approval
provided under this Section 5, assume:any responsibility or liability to.Franchisee or to:any
third party to which it would not otherwise be' responsible or liable, Franchisee
acknowledges that any assistance (including site selection ahd project oversight) provided
by Eranchisor or its.nominee in relation to the selection or development.of the Premises:is
only for the purpose of determining compliance with System standards and does not
constitute a representation, warranty, or gitarantee, express, implied or.collateral, regarding
the. choice. and location of ‘the Premises, that the development .of the Premises is. free of
error, nor that the Franchised Business is likely to achieve any level of volume, profit.or
success.

N. Delegation of Duties. Franchisee acknowledges and agrees that any designee, employee ‘
.or agent of Franchisor miay perform any duty or obligation imposed on Franchisor* by the:
Agreement, as Franchisor maydirect. |

0. Pre-Opening Obligationis Acknowledgement. If Franchisee believes F ranchlsor has
failed to provide adequate pre-opening services;as provided in this: Agreement,. Eranchisee:
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6. DUTIES OF ERANCHISEE

ishall notify Franchisor in -writing within thirty (30) days following the opening of the

Franchised Business. Absent such notice to Franchisor; Franchisee acknowledges; agreés

and grants that Franchisor fully’ complied with all of its pre-opening and opening
obligations set forth in this Agreement. '

Annual COnférénée Fr’anch‘i‘s'or fay éstablish and cond'uct an- annual conference for alI

Desngnated Manage; 1o atten_d this conference for noé more: than five .,(5‘) days each, year.
Franchisee will be solely responsible for all expenses incurred in attending the annual
conference: (including any' employee wages). If such. an annual conference is held,
Franchisee will be required to-pay Franchisor’s then-current enrollment fe¢ for-attending

.or-a $1,000 fee for not attending.

A.

Secure a Premises. Franchisee must secure a Premises within the Designated Territory

within one (1) year of executing this Agreement, unless Franchisor agrees:to an extension
of time in writing, which shall be reasonably granted if'franchisee is using good faith best

efforts to secure a site. .Such an extension shall be. for a period of at least 90 days. If

Franchisor has designated an Approved Supplier for site selection assistance, then
Franchisor may require that Franchisee use this Approved Supplier. If Franchisee s
éntering into a Lease for the proposed Premises, the form of Lease must be approved by
Franchisor and Franchisee: 'must. ensure that both Franchisee and the paity ]easmg the
Premises to:Franchisee undeérthe Lease execute the form of Collateral Assi gnment of Lease
attached'to this Agreement as Exhibit C prior to, or at the same time,.the.Lease is executed.

Access to Franchisor for Inspection of Prémises. Upon the surrender of the Premises,
Franchisee must conduct a physical inventory so that there is an accurate accounting of

inventory, fixtures, furniture; supplies and equipment on hand, and shall provide a sngned
copy of this physical inventory to Franchisor-as of the date of surrender of the Premises.
Franchisor shall have the right to enter the Premises at its convenience and conduct said
physical inventory on its own.

Compliance with Lease. Franchisee:must.comply with both the Lease and any additional
leasehold covenants and regulations of the-building in which the Premises is located, In the
event the landlord of ‘the Premises terminates the Lease die to Franchisee’s ‘default
thereunder, this termination will also constitute a material breach of this Agreement by
Franchisee. In the event Franchisor provides appropriate notice as described in Section
6(A).above:and:assumes control of the-Premises and the operation of the former Franchised
Business upon the termination or expiration of the Lease, the: future operation of that Cafe
by Franchisor shall not be as an agent of Franchisee and Franchisor shall not be requ1red
to.account to Franchisee as a result thereof.

Construction and Build-Out, Franchisee:must.complete all construction:and build-out of’
the Premises in amanner-consistent with Franchisor’s;System standards, specifications and
any agreéd-upen plans and open the.Franchised Business to the public no.later'than one (1)
year after the date this Agreement is executed. Franchisor requires that Franchisee use an
Approved Supplier for pre-opening projéct and construction management: servnces

Franchisor must provide its prior written consent before Franchisee may open| the
Franchlsed Busmess and Franchlsor reserves the rlght to mspect the constructlon and/or
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Should Franchisee fail to open the Franchised Business for operation within the: presc]fibed
period (or, if applicable, within any extended period of time Eranchisor approves in.
writing), this Agreement ‘will be deemed terminated upon written, notice. from. Franchlsor
to Franchisee without the riecessity of furthef action, or documentation by either party:.

1. The parties further agree and acknowledge that if Franchisee is opening and.
operating the Franchised Business: pursuatit to its development-obligations under an
Area Development Agreement that Franchisee (or its affiliate) has entered into; with
Franchisor (an “ADA”), then that ADA ‘will contro] the timeline for opening and.
operating the Franchised Business in the event there is an inconsistency between the:
ADA and this Agreement. Franchisee must-open and commence operations of the:
Franchised Business within the time period prescribed in the:development séhledu'le
set forth in the ADA (reégardless of when Franchisee executes this Agreement).

E. Required Licenses and Permits. Prior to opening, Franchisee must obtain and maintain.
(throughout the term of this Agreement) all required. licenses, permits and approvals to
establish, open and operate the Franchised Business at the Premises in the Designated
Territory, including all required licenses and permits related to the offer and sale of
gourmet coffee and tea, including those concerning the preparation of food and sanitary
conditions afid disclosure of nutritional information, and the other Approved Products that
Franchisor-authorizes Franchisee to provide at the:Franchised Business..

F. Approved Products. Franchisee must only offer and sell only the Approved Products at
the Franchised Business. Franchisee may not offer or provide any other products/services.
and must not deviate from Franchisor’s System standards and specification related to the
manner in which the Approved Products are offered and sold, unless Franchisor provides its.
prior-written consent. Franchisor has the:right to-add additional, delete or-otherwise modify
certain of the Approved Products from' timeto time in the Manuals and otherwise in writing;
as it deems appropriate in its sole discretion. In the event of a dispute. between Franchlsee
and Eranchisor‘concerning Franchisee’s right to carry any particular product or to oﬁ'er any
specific service, Franchisee will 1mmed1ately remove the disputed products from,
inventory, remove the disputed service from those services offered at the Premises, or, if
the same are not already in inventory .or such services: not yet being offered, will defer
offering for sale such products and.services pending resolition of the dispute. Franchisee
shall accept:as payment for services or products.any valid gift.card or other-such:indication
of prepayment or credit, no matter where such credit was issued or such prepayment was
made.

1. Compliance with Gift Card Policies. Franchisee-must accept as payment for Approved
Products any valid gift card or other'such indication of prepaymeént or-credit, no matter
where such credit was issued or such prepayment was made. Franchisee sha}l be
compensated for fulfilling prepaid services at the Franchised Business.as specified in
the Manual or otherwise in. writing by Franchisor. Franchisee must sell -or otherwise
issue gift cards or certificates (together “Gift Cards”) that have been-prepared utilizing
the: standard form of Gift Card provided or designated by Franchisor, and only in the:
‘manner specified by Franchisor in the Manuals or eotherwise in writing. Franchisee.
shall fully'honorall Gift Cards that are in the form:provided or approved by Franchlsor
régardless of whether-a Gift Card was issued by Franchisor via its website, Eranchisee
or another SWEETWATERS Café location. Franchisee must sell, issue, and redeem
(without any. offset against any Royalty or othér amounts owed to Franchlsor) Gift
iCards. in accordance with procedures: and policies. specified by Franchisor in the
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Manual or otherwise in writing, including those' relating to procedures by which
Franchisee' shall request reimbursement for Gift Cards issueéd by ‘other
SWEETWATERS Café locations and for making timely payment to Franchisor,.other
operators of a SWEETWATERS Café, or-a third-party service provider for Gift Cards
issued from the Franchised Business that are honored by another SWEETWATERS
Café location.

G. Other Devices Prohibited at Premises. Franchisee ‘is 'specifically prohibited from
installing, dlsplaymg, or mamtammg any-vending machines, gaming machines, automatic.
teller machines, internet kiosks, public telephones (or payphones), or any other electrical
or mechanical device in the Café.other than those Franchisor presc_rlbes Of approves.;

H. Fixtures, Furniture, Signs and Inventory. Franchisee: must maintain at all times during
the term of this Agreement and any renewals hereof, at Franchisee’s expense, the. Prer’pi‘seé‘
and all fixtures, furnishings, signs, artwork; décor items and ifiventory therein,as necessary
to comply with Franchisor’s standards and specifications as prescribed in the Manuals or
otherwise in writing. Franchisee must also make such additions, alterations, repairs, and
replacements to the foregoing as Franchisor requires. Franchisor will not require
Franchisee to make material renovations or refurbishments to the' Premises of the
Franchised Business more ‘than once every five (5) years, unless isuch
renovation/refurbishment is in connéction with -a reriewal or transfer of this. Agreément.
The parties.agree and acknowledge, however, that the limitation set forth in the preceding
sentence will not.apply to any request to.modify the Proprietary Marks as provided for in
this Agreement. ,

I Compliance with Applicable Laws. Franchisee must at all times conduct and.operate the
Franchised Business in accordance with all federal, state, and local laws, ordinances, and
regulations applicable thereto, including any laws. and regulations related to providing
gourmet coffee and tea, mcludmg concernmg the preparatlon of food. and samtary

and control over the day -to- day operatlons of the Franchlsed Business. and Franchlsee s
employees.and/or independent contractors. Franchisee agrees to be solely responsible for
all employment, decisions and.to coniply with all state, federal; and local hiring laws and
functionsof the Franchised Bustness, including without limitation, those related to hiring;
firing, training, wage and hour requirements, compensation, promotion, re‘cord-kee'ping,
supervision,.and discipline of €mployees, paid or unpaid, fiill or part-time. At.no time will
Franchisee or Franchisee’s employees be deemed to be employees of Franchisor or
Franchisor’s:affiliates.

J. Required Items. Franchisee must: (i) purchase any-and all Required Items that Franchisor
designates for -use in connection ‘with. the: Franchised Business, including without
limitation, all products, supplies, inventory, fixtures, Computer System, parts, | and
materials required for the operation.of the Frarichised Business; (ii)-ensure that all Required
Iterhs meet Franchisor’s standards and specifications; and (iii) purchase all items
Franchisor:specifies from the Approved Supplier(s) that Franchise designates, which may
include Franchisor or its affiliate(s). Franchisee agrees and acknowledges that Franchisor
and/or its;affiliates may derive'revenue from the offer and sale of Required Items..

K. Alternative Supplier Approval. If Franchisee ‘Wishes t6 purchase any unapproved item,
including, inventory, and/or acquire approved items ffom an unapproved supplier,
Franchisee. must provide Franchisor the name, address and telephone number of the
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|

proposed supplier, a description of the item Franchisee wishes to purchase, :and the
purchase price of the item, to the:extent known. Franchisee must then follow Franchiser’s
thien-current procedure forevaluating and approving such fequest: At Franchisor’s request,
Franchisee must also. provide Franchisor, for testing purposes, a sample of the item
Franchisee wishes to purchase. If Franchisor incurs.any costs in connection with testing a
paiticular product or evaluating anunapproved supplierat Franchisee’s requiest, Franchlsee
must reimburse Franchisor for Franchisor’s.reasonable testing costs, regardless.of whether
Franchisor subsequently approves the item or supplier. Franchisor will use: commercxa]ly
reasonable efforts to notify: Franchisee ii writing whether or not Franchisee’s request. is
approved ‘or denied within thirty (30) days of: (i) Franchisor’s receipt of all ‘supporting
‘information from Franchisee regarding Franchisee’s request under this Section; and (ii) if
applicable, Franchisor’s completion of' any inspection or testing associated with
Franchisee’s request. If Franchisor .does not provide written approval within this time
period, then: Franchisee’s request will be deemed denied. Franchisor may, but is not
.obllgated to, provide Franchisee’s proposed supplier with its specifications: for the-item
that Franchisee wishes the. third-party to supply, provided that third-party executes
Franchisor’s prescribed form of non-disclosure agreement. Each supplier:that Franchisor
approves must comply with Franchisor’s usual and customary: requirements regaiding
insurance,, indemnification and non-disclosure. If Franchisor approves any supplier,
Franchisee may enter into supply contracts with such third party, but under no
circumstarices will Franchisor guarantee Franchisee’s performance of any supply- contract.
Franchisor may re-inspect and revoke Franchisor’s approval of particular products or
suppliers when Franchisor determines, .in Franchisor’s sole discretion, that such products
or suppliérs no longer meet Franchisor’s standards. Upon:récéipt of written notice of such
revocation, Franchisee must cease purchasmg products-from such.supplier. Nothing in this
Section shall be construed to. require Franchisor to approve any particular supplier:
Franchisor may base Franchisor’s approval of any. such proposed itemn ‘or suppliér on
considerations relating not only directly to the-item or supplier itself, but also indirectlyto
the uniformity, efficiency, and .quality of operation Franchisor deems necessary or
desirable in Franchisor’s. Systém as a whole. Franichisor has the right to-receive payments
from suppliers on account of their dealings with Franchisee and other franchisees and to
use all amounts. Franchisor receives without restriction (unless instructed: otherwise by the
supplier) for any purposes Franchisor deems appropriate.

L. ‘Computer Issues. Franchisee acknowledges and agrees that Franchisee .is solely
responsible for protecting itself from computer viruses, bugs, power disruptions,
communication, line. disruptions, internet access failures; internet content failures, date-
related problems, and attacks by hackers.and other unauthorized intruders.

M. Promotional Materials Display (Seasonal.and Otherwise). Franchisee must openly and
prominently display franchise promotional materials provided:or designated by Franchisor
and participate in any ongoing System-wide sales, 'specials or other p’rom‘oti‘onslthat
Franchisor designates, including without limitation, participating in any ‘seasonal
sales/promotions and-displaying all designated signage in connection therewith.

N. Initial Training Program and Other Training/Cbnféréncé Afte’ndanc'e. FrahchiSeé and
€ach of its mariagement personnel must attend and successfully complete all training and
annual conferences that are prescribed by Franchisor under this Agreement..

1. Franchisee and its required trainees (including Designated Manager(s):if selected) must
complete the Initial Training Program prior to opening, and must pay Franchisor the
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appropriate initial training tuition fees for any person(s) that attend the Inifial Training
Program' separate from Franchisee,

2. Franchisee and its required trainees must be. on-site at the Franchised Business when
Franchisor’s training: personnel provides the Initial Training Program at the Prefises,
and must actively participate in and complete such Initial Training Program.

3. Franchisee must:also.cover all costs:associated with personnel of Franchisee attending.
any and all portions of the Initial Training Program.

4. Franchisee must also complete any additional or refresher training the fF,ranchiéoris_
permitted to require Franchisee to attend each year, and Franchisee- must attend
Franchisor’s annual conference if such a conference is conducted by Franchisor.

5. Any failure to dttend. and complete the Initial Training Program or other
training/conferences described in this .Section will be a. material default: of this
Agreement and grounds for termination if not cured within the appropriate cure: plenod
set forth in this Agreement (if any).

0. Training of Employees. Franchisee or at least one (1) of Franchisee’s personnel that has
successfully completed the entire Initial Training Program must conduct training classes
for, and properly-train, all of Franchisee’s employees-on sales, advertising, maintenance of
the Premises, the POS and computer system, as well as: any other information ‘that is
relevant to each employee’s. role with the Franchised Business, including Franchisor’s
standards and specifications for operating the Franchised Business, as Eranchisor may set
forth in the Manuals or otherwise in writing. Further, at least: one (1) person that has
completed the Initial Training Program must manage the Franchised Business at:all times.

P. Hours of Operation. Franchisee shall keep.the Franchised Business open and in ngrmal
operation for such minimum hours and days as Franchisor may prescribe in the Manuals
or otherwisé in Writing, and must ensure that the Franchised Business is:sufficiently- staffed

Q. mage. Franchisee :shall maintain the image of the Franchised Business at all times. in
accordance with Franchisor’s standards and specifications, including: (i) ensuring that the
Premises is maintained in a clean and orderly manner; and (ii) ensuring that:all equipment,
furniture and fixturesiremain‘in good, clean.condition and is:properly dlsplayed Franchlsor
may require Franchisee to refurbish, renovate ‘and/or otherwise substantively modxfy the
interior of the Franchised Business, including the furniture, fixtures and equipment used.at
the Premises, no more than once every five (5) years (unless the change is requiréd in
connection with a renewal or transfer .of this Agreement). so that ‘the Premisesiand
Franchised Business conform with Franchisor’s then-current System standards and
specifications for a new SWEETWATERS Café. "

current and former customers, as well as thenr purchase hlstory, at the Premlses and (11)
make such lists. and contracts available. for Franchisor’s mspectlon upon request
Franchisee must promptly return this information, which is deemed “Confidential
Information” and Franchisor’s:exclusive property hereunder; to Franchisor uponexpiration
or termiriation of this Agreement for any reason. Franchisee:acknowledges that Franchisor
may have automatic access to any or-all 'of this-information via.the Computer SyStém!nand’
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U.

V.

Ww.

X.

related software that Franchisor requires for use in connection with the Franchised
Business,

Promotional/Minimum_Prices; Pricing Guidelines. To the extent permitted under
applicable law, Franchisee must follow Franchisor’s general pricing guidelines, including
any promotional or minimurn prices:set by Franchisor for.a particular membership program
or other Approved Product-or Service. As.an independent contractor, however, Franchisee
may exercise flexibility' in meeting competition With respéct to the pricing of certain
Approved Products and Services offered at the Franchised Business. Franchisor may
request ‘information from. Franchisee that has been used to substantiate any reduction er
increase in pricing made by Franchisee to-meet'market conditions.

Operation of Franchised Business and Customer Service. Franchisee shall manage.and
operate the Franchised Business in.an ethical and honorable manner, and must ensure that
all those working at the Franchised Business provide courteous and professional. services
to customers:and always.keep its customers’ interests in mind while protecting the goodwill
of the:Proprietary Marks, System and the Franchised. Business. Franclisée must handle all
customer corhplaints and réquests, for returns and adjustments in a manner- consmtent{ ‘with
Franchisor’s standards. and :specifications, and in a manner that. will not detract from the
name and goodwill enjoyed by Franchisor. Franchisee must-consider and act promptly‘with
respect'to handling of customer complaints, and implement complaint response:procedures:
that Franchisor outlines in the Manuals or otherwise in writing,

Access to Café. To determine whether Franchisee is complying, with this: Agreer'nent

‘Manuals and the System, Franchisor and its designated agents.or representatives may atall
times and without prior written notice to Franchisee: (i) inspect the Premises; (ii) observe
and monitor the operation of the Franchised Businéss for consecutive or intermittent
periods as Franchisor deems necessary; (iii) interview or survey personnel and customers
of the Franchised Business; and (iv) inspect, audit and/or copy any books, records, dnd.
agreements relating to the operation of the Franchised Business, including .all financial
information. Franchisee .agreesto cooperate with Franchisor-fully in connection with these
undertakings by Franchisor (if taken). If Franchisor exercises any of these rights,
Franchisor will not interfere unreasonably with the operation of the Franchised Business.

Personal Participation by Franchisee. Franchisee must personally participate in the
direct management operation of the Franchlsed Businéss on a full-time' basis, unless:.

Franchisee-engages a Designated Manager that.Franchisor approves in writing to manage
the day-to-day operations of the Franchised Business when Franchisee is not present. If
Franchisee designates a manager at any time; that-manager must successfully complete:the
Initial Training Program prior to assuming any management responsibilities.in connection
with the Franchised Business. Regardless, Franchisee is solely respensible for all aspects

of the operation of the Franchised Business and ensuring that.all the terms, conditions, and

requirements contained in this Agreement and in the:-Manuals are. met and kept.

Credit Cards. Franchisee must accept credit cards at the Premises to facilitate sales,
including Visa, MasterCard; American Express and Discover and any- other major credit
cards designated by Franchisor.

Payments to Franchisor: Franchisee agrees to promptly pay Franchisor all paymentl and
contributions that are due to Franchisor, its affiliates or any Approved Supplier:
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Y. Employment Decisions. Franchisée agreés to beé solely responsible for all employment
decisions. and to comply ‘with all state, federal, and local hiring laws and funcfions of the:
Franchised Business, including withotit limitation, those related to hiring, firing, training,
wage: and hour requirements, compensation, promotion, record-keeping, supervnslon and
discipline'of employees, paid or-unpaid, full-orpart-time. Franchisee’s employees miist be
competent, conscientious, and properly trained. -

Te PROPRIETARY MARKS AND OTHER INTELLECTUAL PROPERTY RIGHTS !

A. Ownership of Proprietary. Marks. Franchisée acknowledges the exclusive ownership
and/or right to use the Proprietary Marks by Franchisor, and Franchisee agrees:that during
the term of this Agreement and after its expiration or terminatiori Franchisee will not
directly or indirectly contest,or did in contesting the validity of the Proprietary Marks. or
the ownership or rights of the Proprietary Marks by Franchisor. Furthermore, Franchisee
intends and hereby concedes. that any comniercial use Franchisee may make of ‘the
Proprietary Marks shall contribute and inure to the commercial use and benefit of
Franchisor, which Eranchisor may claim to-strengthen and further secure ownership of the
Proprietary Marks.

B. Permitted Use. It is understood and 'agreed that the use by Franchisee of Franchisor’s
Proprietary Marks:applies only in connection with.the operation.of the Franchised Business
at the Premises, and includes:only such Proprietary Marks as are now'desighated, 6r which
may hereafter be designated in the Manuals or otherwise in writing as part of the System
(which might-or might not.be all of the Proprietary Marks pertaining to.the System owned
by the Franchlsor) and does not include any other mark, name; or indicia. of origin of
Franchisor now existing or-which may hereafter'be adopted or acquired by Franchisor.

C. Use of Proprietary Marks in Advertising and Signage: To develop and maintain high,
uniform' standards of‘quality and service and thereby protect Franchisor’s reputation and
goodwill, as well as that of the System, Franchisee agrees to:

1. Operate and advertise the Franchised Business only under the Proprietary Marks
authorized by Franchisor as specified in this Agreement or the Manuals; |

2. Maintain and diSplay signage and advertising bearing the Proprietary Marks| that
re’ﬂects the current commercial image o‘f the System and .upon. notice from F ranchisor

become obsolete and-no longer authorized by Franchlsor

3. Upon Franchisor’s request, Franchisee hereby covenants and agrees that it will, affl'lx in
a.conspicuouslocation in.or upon the Premises, a sign containing the followingnotice:
"This business is owned and operated independently by (name of franchisee) who is
an :authorized licensed user of the trademark, SWEETWATERS, under a license
agreement with Sweetwaters:Group LLC.”

D. Proprietary Marks are Sole Property-of Franchisor. Franchisee acknowledges that'the
Proprietary Marks, System, Manual, and all other information and items delivered to.
Franchisee: by Franchisor pursuant to this Agreement or in furtherance of the System,
including:without limitation, video and audio tapes.or disks, information.communicated by
electronic: means, and intellectual property, are the sole and exclusive property of
Franchisor, and Franchisee’s right to. use the: same are contingent upon Franchlsee s
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continued full and timely performance-under this Agreement. Franchisee acknowledges:it
acquiresno rights, interests, orclaims'to any of'said property, except for Franchisee’s: righits
to use the same under this Agreenient for the: term. hereof and strictly in the manner
prescribed. Franchisee agrees that it will not, during'the term of this Agreementor any. time
thereafter,.contest or challenge the sole and exclusive: ‘proprietary rights.of Franchlsor'(and
if appropriate; Franchisor’s-affiliates) to the Proprietary: Marks, System, Manuals,:and! other
information, intellectual property, and items delivered or provided .or to which Franchisee
obtains access under this Agreement,.nor shall F rancvhiseé"(:]ai,m_any‘proprie‘tary‘ ihtefest'in
such property. Franchisee agrees that it will not adopt, display, attempt. to register or
otherwise use any names, marks, insignias, or symbols inany business-that are or may be
confusingly similar to the Proprietary Marks licensed under this Agreement: | )

E. Legal Action Involving Proprietary Marks. Furthermore, Franchisee agrees to:cooperate
with and assist Franchisor in connection'with any legal action brought by or against either
of them regarding the protection and preservation of the Proprietary Marks, System, or the
Manuals and othet ‘information and intellectual property-delivered to.Franchisee or us'ed by

Franchisee under this Agreement,

F. Confidential Information. Franchisee agrees that all documents, papers, notes, and other
materials, as-well as work products containing or derived from the proprietary information
or from the knowledge: of, or:in connection with, the operation of the Franchised Business,
will be Confidential Information (as defined in this Agreement) that is: the exclusive
property of Franchisor. Franchisee agrees that it will have no proprietary intéerest: in any
work product developed or used by it that arises out of the operation of the Franchised
Business. Franchisee ‘will, from time to time as may be requested by Franchisor, do all
things that may be necessary to establish or document Franchisor’s.ownership:of anyi isuch
work product, including without limitation, the execution of:assignments.

G. Improvements. Franchisee agrees to disclose: promptly to Franchisor any and all
inventions, discoveries, and improvements, whether or not patentable.or. copyrlghtable that
are conceived or iade by Franchisee or its employees:or: agents.that are in any wayrelated
to. the establishment or operation of the Franchised Business (collectively, the
“Improvements”),.all of which shall be.automatically and without further:action owned by
Franchisor without compensation to Franchisee: (including, all intellectual property rights
therein). Whenever requested to-do so by Franchisor, Franchisee will execute any and. all
applications, assignments, or other instruments that Franchisor may deem necessary to
apply for and obtain intellectual property protection or fo otherwise: protect Franchisor’s
interest therein. These obligations shall continue beyond the termination or expiration of
this Agreement. If a court should determine' that Franchisor cannot aitomatically own
certain of the-Improvements that may be.déveloped, then Franchisee hereby agrees to grant
Franchisor a perpetual, royalty-free worldwide license'to use and sublicense .others to use
such Improvements.

H. No Representations/Warranties. No representation or warranty, express or implied, is
made by Franchisor to the effect thaf the use of the System does not constitute an
infringement upon the. patent, copyright, or other proprietary rights. of other persons.
Franchisee héreby agrees that Franchisor shall have:no liability to Franchisee-in the event:
the System is held not to be secret or confidential or in the éveént that any mfnngcment of
others’ proprietary rights occurs because of Franchisee’s use-of the System.
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I Modification or Substitution of Marks by Franchisor. If in Franchisor’s reasonable
«deterinination, the: use: of Proprietary Marks in connection with the System  will mfrmge
or potentially infringe upon the rights of any third party, weakens or impairs Eranchisor’s
rights in the Proprietary Marks, or it otherwise becomes advisable at any time in
Franchisor’s sole discretion for Franchisor to modify, discontinue, ‘orto-use one (1).or more
additional ‘or substitute trade or service Proprietary Marks then upon notice from
[Eranchisor, Franchisee will terminate or modify, within.a reasonable time, such use.in the
maniner prescribed by Franchisor. If Franchisor changes the Proprictary Marks in any
manner, Franchisor will not reimburse Franchisee for any out-of-pocket expenses that.
Franchisee ingurs to implement ‘such modifications or substitutions. Franchisor is not.
obligated to reimbutse Franchisee for-any loss of goodwill or revenue associated with any
‘modified or discontinued Proprietary Mark, nor is Franchisor responsible for reimbursing
Franchisee for any other costs or damages ' ’

. Modification or Substitution of Proprietary Marks by Franchisee. Franchirsee agrees
not to make. any changes or amendments whatsoever in or to the use of the. Proprietary’
Marks wnless directed by Franchisor in writing. |

K. Cease Use of Marks on Termination/Non-Renewal. Upon termination or expiration and.
non-renewal ofthis Agreement, Franchisee: -agreesto immediately cease us¢, in any manner
‘whatsoever, ofiany of the Proprietary- Marks or any other Proprietary Marks:or trade names
that may be confusingly similar to the Proprietary Marks. |

L. Disconnection _of _Telephone. Number on__Termination/Renewal. Franchisee
acknowledges that there will be substantial confusion among the public if, after the
termination or expiration and-non-renewal of this Agreement, Franchisee continues to use
advertisements. and/or the telephone number listed in"the telephone: directory under the:
name SWEETWATERS or any name similar to it. Thus, effective upon the termination: or
expiration and non-renewal of this Agreement, Franchisee: agrees to direct the telephone
company servicing, Franchisee, per Franchisor’s, request, to disconnect the telephone
number used in connection with the Franchised Business or transfer such number to-
Franchisor or to any person-or'location of Franchisor’s'choosing.. If Franchisee fails to take
these steps; Franchisee shall be deemed to have hereby irrevocably appointed. Franchisor
as.Franchisee’s attorney-in-fact for purposes.of directing and accomplishing such transfer.
Franchisee understands.and agrees that, notwithstanding any billing arrangements' with.any’
telephone comipany or yellow pages directory company, Franchisor will be deemed for
'purposes hereof to be the subscriber of such telephone numbers, with full authority to
instruct the applicable telephone or yellow pages directory. company as to the use and
disposition of telephone listings and numbers. Franchisee hereby agrees to release,
indemnify, and hold such companies harmless from any damages or loss as a result of

following Franchisor’s instructions. |
|

|

M. Non-Exclusive Use of Proprietary Marks. Franchisee understands and agrees that its
right to use the Proprietary' Marks is' non-exclusive, that Franchisor if its sole discretion
has the right to grant licenses to othersto use-the Proprietary Marks and obtain the benefits
of the: System in ‘addition. to the- licenses and rights granted to Franchisee under' this
Agreement, and that Franchisormay developand license other trademarks of sérvice marks
in conjunction with systems other than the System on any terms and conditions as
Franchisor may deem.advisable where Franchisee will haveno right.orinterest in any such
other trademarks, licenses, or-systems.
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N. Acknowledgements. With respect to Franchisee’s use of'the Proprietary Marks pursuant
to this Agreement, Franchisee acknowledges and agrees that: i

1. Franchisee shall not use the Proprietary Marks.asipart of Franchisee’s corporate-or
any other business name, domain name, e-mail address or any social media or
social networking profile/page; i

2. Franchisee shall not hold .out or otherwise use the Proprietary Marks to -pe{’fonn
any activity or-incur any obligation or indebtédness in such a:manner as might in
any way make Franchisor liable therefor without Franchisor’s prior written
consent; and

3. Franchisee shall execute any documents and provide.such otherassistance deemed
necessary by Franchisor or its counsel to obtain protection for Proprietary Marks
or to maintain the continuéd validity of:such Proprietary Marks.

0. Use outside Scope. Franchisee acknowledges that the use of the Proprietary Marks outside
the scope of this license without Franchisor’s prior written consent is an infringement of
Eranchisor’s exclusive right to use the Proprietary Marks: and, during the term of this
Agreement and after the expiration or termination hereof, Franchisee covenants not to
directly or indirectly commit.an.act of infringemerit, contest:or-aid in contestirig the validity
or ownership of Franchisor’s: Proprietary Marks; or take any other action in derogation
thereof.

P. Notification of Infringement. Franchisee shall notify Franchisor within three (3) calendar
days of any suspected infringement of; or challenge-to, the validity of the ownership of,.or
Franchisor’s right to use, the Proprietary Marks licensed hereunder:, Franchisee will not
communicate with any persons other thar Frinchisor or Franchisor’s legal counsel in
connection with any such.infringement, challenge, or claim. Franchisee acknowledges that
Franchisor has the right to control.any-administrative-: proceeding or litigation mvolvmg the
Propriétary Marks. In the event Franchisor undertakes the defense. or prosecution of any
litigation relating to the Proprietary Marks, Franchisee agrees to. execute any and all
documents and to do such acts.and things as may be necessary in the opinion of counsel
for Franchisor to-carry out such:defénse of prosecution.

Q. Indemnification Regarding Marks. Franchisor will indemnify and defend Franchisee
against any third- -party: claim bfought against Franchisee that arises solely out of
Franchisee’s authorized use of the Proprietary Marks licensed. under this Agreement in
connection with the Franchised Business, provided: (i) such use is in full compliance - with
Franchisor’s standardsand specifications; and (ii). Eranchisee notifies'Franchisor in writing
of this third-party claim. within three (3) calendar days of receiving notice .or otherwise
learning of the claim. Franchisor will have complete control over the defense and,. if
appropriate, settlement negotiations and resolution regarding the claims described in this
Section,. including the right to select legal counsel Franchisor deems appropriate.
‘Franchisee must fully cooperate with Franchisor in connection with Franchisor’s defense
or settlement of -any third-party claim that Franchisor determines to take control of under
this' Section 7. Notwithstanding anything in this Section to the contrary, Fran.chi'éor’s
liability under this Section: shall be limited to no more than the Initial Franchise Fee paid
under this Agreement.
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Other Obligations of Franchisee. In addition to all other obligations of Franchisee with
respect to the Proprietary Marks licensed herein, Franchisee agrees:

1. To feature and use the Proprietary Marks solely in the manner prescribed by
Franchisor and not use the Proprietary Marks on the. Internet or otherwise onlme
except as.approved in writing by Franchisor; and

2. To observe all such requirements with respect to- service mark, trademark and

copyright.notices, fictitious name registrations, .and the display of the legal hame
or other-identification of Franchisee as Franchisormay direct in writing from time
to time. '

8. OPERATIONS MANUALS AND CONFIDENTIAL/CONFIDENTIAL INFORMATION

A.

Compliance with Manuals. In order to protect the reputation and goodwill of F ranchlsor

and the System, and to maintain uniform standards of operation under Eranchisor’s

Proprietary Marks, Franchisee shall conduct the Franchised Business in strict accordance
with.Frarichisor’s Manuals.

Control of Café Franchisee acknowledges the M'anua]s provided‘ by Franchisor to

not mtended to control day to-day operatlon of Franchlsee s busmess F ranchlsee further

acknowledges and agrees that Franchisee’s Business will be: under the control of the

Franchisee at all times. Franchisee will be responsiblé for-the day-to-day operation of'the
business..

Confidential Information. In connection with the operation of the Franchised Busmess
Eranchisee will from time to time become acquainted with, work with, and. even generate

.certain, information, procedures, techniques, data, and matenals that are and, by' this

Agreement, will become proprietary to Eranchisor. Franchisee-and;all persons signing this
Agreement agree to keep confidential any of Franchisor’s trade secrets or proprietary
information. as. defined below and will not use-such: for its or their own purpose or supply

or divulge same to any person, firm, association, or corporation except .as reasonably

necessary to operate the Franchised Business.

|
Trade Secrets and Confidential Information. The confidentiality requitements set forth
in the preceding paragraph will remain in full force and effect during the: term of this:
Agreement and in perpetuity :after its termination or expiration and non-renewal,
Franchisor’s trade secrets and propri¢tary/confidential information include: the following:

1. The Manuals;

2. Any information er materials, whetheér technical or non-technical, that is u5(|:d in

connection with or otherwise related to the establishment and operation of a
SWEETWATERS Café or the:System that'is net commonly known by, oravailable.
to, the public, including without limitation: (i) information;and matérials related to
the architectural plans, design, layout, equipping, build-out and/or-construction.of
a Café; (ii) proprietary recipes; (iii) information related to any proprietary coffee
or tea blends; (iv) methodology, protocol and. System standards/spemﬁcatlons for
the promotion, offer and sale of any Approved Product or ‘Service, including
Franchisor’s policies regarding Gift Cards/reciprocity; (v) information related to
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Franchisor’s'rélationship with existing or prospective- Approved Suppliers or\other
third-party vendors (whether or not Franchisee is required to use such vendors);
(vi) the Computer System and related.software generally, that has been customized
in any manner for use by Franchisor and/or a Café; (vi) marketing:and' advemsmg
materials, as well as any other items that display the Proprietary Marks in any
manner, as well as Franchisor’s designated marketing/advertising/promotional
campaigns; (vii) any passwords, logins or other keys necessary to access
Franchisée’s POS system, reservation system, Computer System or related
software used in connection with the Franchised Business; (viii) any. data entered
into, derived from, or relating to-the POS system; and

3. Any other information. that may be imparted 'to Franchisee from time to time-and
designated by Franchisor as confidential (collectively, the “Confidential

Information™).
E. Confidential Information as Property of Franchisor, Franchisée a(iknow'ledges and

agrees that the Confidential Information and any business goodwill of the Franchlse are
Franchisor’s sole and exclusive property and that Franchisee will preserve‘ the
confidentiality thereof. Upon the termination or expirdtion and non-renewal of this
Agreement, all, items, records, documentation, and recordings incorporating any
Cenfidential Information will be immediately turned over by Francliisee, at Franchisee’s
sole expense, to Franchisor orto Franchisor’s-authorizéd répresentative.

F. Information Not Proprietary. Excepted from Confidential Information for purposes of
non-disclosure to any third parties by Franchisee-and/or its Restricted Persons.(as defined -
in Section 8(H) below)-is information that:

1. Becomes publicly. known through no wrengful act of Franchisee or Restricted
Persons; or

at the time: of the recelpt of such information from Franchlsor or becomes ri ghtfully
known to them without confidential restriction from -a source other than
Franchisor..

G. Reasonable Efforts to Maintain Confidentiality. Franchisee shall at all times freat: the
Confidential Information as confidential and shall use all reasonable efforts to keep . such
information secretiand confidential, including without limitation; all logms/passwords/keys
necessary to access any component of the Computer System or related software uséd in
connection with the Franchised Business. The Manuals must remain at: the Premises and
be kept in a secure location, under lock and key, except when it is being studied by
Franchisee: or Franchisée’s employees. Franchisee shall not, at any time: without
Franchisor’s prior written:consent, copy, scan, duplicate, record, distribute, disseminate, or
otherwise make the Manuals available to any unauthorized person or entity, in whole ?r”in‘
part.

H. Prevention of Unauthiorized Use or Disclosuré. Franchisee shall adopt -and implement
all reasonable procedures as Franchisor may prescribe from time to time to prevent the:
unauithorized use or disclosure of any of the Confidential Information. Franchisee must
ensure and require that all. of its officers, agents, directors, shareholders, trustees,
beneficiaries, partriers; employees, and independent contractors who may obtain or who
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are: likely to obtain knowledge: concemning the Confidential. Information (collectively,
“Restricted Persons”) execute Franchisor’s prescribed form' of confidentiality agreement
that will be in substantially the same form attacheéd to this Agreement as Exhibit E (the:
“Confidentiality and Non-Competition Agreement”). Franchisee:must obtain a.signed. .COpy
of the. Confidentiality and Non-Competition Agreement from any such person Pprior'to, or
at the same time of; that persori undertaking its role and/or employment or association with
Franchisee:or'the Franchised Business. Franchisee’s spouse or significant other 'shal] also
be bound by the same requirement and shall sign the same Confidentiality and Non-
Competition Agreement. Franchisée:must provide Franchisor with a copy of each signed
Confidentiality and Non-Competition Agreement within ten (10) days of Franchisor’s
request.

Loan of Manuals. Franchisor will loan or provide online access to one (1) copy of the
Manuals to Franchisee. The: Manuals shall at. all times remain the sole propeity of
Franchisor and:any and all copies (Hard copies or eléctroni¢ files) of the Manuals must be:
returned to.Franchisor upon termination: or expiration and non-renewal of this: Agreement.

Modification_of Manuals. In. order for Franchisee. to benefit from new knowledge
information, methods, and technology- adopted and used by Franchisor in the operatlon of
the:System, Franchisor may from time to time revise: the. Manuals, and Franchisee agrees
to adhere to and abide by all such revisions (at its expense). Franchisee agrees at all times
to keep its copy of the:Manuals-current and up-to-date: In.the.event of any dispute as to the
contents of Franchisee’s Manual, the terms of the master-copy of the: Manuals maintained.
by Franchisor at its home: office shall be controlling. Franchisor may -provide; any
supplements, updates or revisions to the Manuals via the Internet, email, the:System-wide
intranet/extranet.or any other electronic or traditional mediums.it deems appropriate, -

9. ADVERTISING

A.

Advertising and Sales Promotion Programs. Franchisor may from time to time develop
and create advertising and sales promotion programs:designed to promote and enhance the
collective success of all or some of the SWEETWATERS. Cafés operating, under the
System Franchisee must participate in all such advertising and sales promotion programs
in accordance with the térms 4nd: conditions established by Franchisor for each program.
In all aspects of theser programs, including  without.  limitation, the
type/quantxty/nmmg/placement and choice. of media, anid market areas and advertising
agencies, the System standards.and specifications established by Franchisor-shall be final
and binding-upon Franchisee. Franchisor may-also:request that. Franchisee:purchase and/or
make copies of (and Franchisee’s expense) and.subsequently use certain other advertising
or promotional materials, that Franchisor designates for use in connection with, the
Franchised Business.

Approval for all Advertising/Promotional Materials. All advertising and promotiolrl by
Franchisee in any medium must be conducted in a professional manner-and shall conform
to, Franchiser’s standards: and requirements as set forth ‘in the Manuals or otherwise.
Franchisee shall obtain Franchisor’s approval of all advertising and promotional plans and
materials twenty (20) days prior to use if such plans.and materials have not been prepared
by Franchisor or previously approved by Franchisor during the twelve (12) months prior
to their proposed use: Franchisee: must submit unapproved plans and. materials to
Franchisor, and Franchisor will have thirty (30) days to notify Franchisee: of its approval
or disapproval of'such materials. If Franchisor does:not provide its specific approval of the
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proposed matefials within this thirty (30) day period, the proposed materials will, be
deemed rejected. Any plans and materials that Franchisee submits to Franchisor for its
review will beconie Franchisor’s property and there will be no restriction on Franchisor’s
use or dissemination of'such materials. Once approved; Franchisee may use the pro,;l)osed
nmaterials for a period of six:(6) months, unless Franchisor prescribes a different time period
for use or requires Franchisee to discontinue using the previously-approved materials in
‘writing. Franchiser may revoke its approval of any previously-approved advertising
materials upon notice to Franchisee. Franchisor reserves the right to require: Franchisee:to
include certain language-on all advertising to be used locally by. F ranchisée or to be; used
by a Coopeérative, ificluding, but not limited to, the. phrase “Franchises Available” :and
references to Franchisor’s telephone number and/or website.

C. Grand Opening Advertising. Franchisee must conduct a grand opening advertising and
promotional program, which Franchisor 'must approve, prior to opening the Franchised.
Business (the “Grand Opening Advertising: Requnrement”) The Grand Opemng
Advertising' Requirement must commence prior to-when the Franchised Business opens,
and Franchisee.must expend at least.$5,000. Franchisee'may be required to pay all or some:
portion of the Grand Opening Advertising Requirement funds to Franchisor’s Approved.
Supplier for a,grand opening package consisting of certain advertising-and-public relations.
‘materials (“Grand Opening Package”).

D. Local Advertising Requirement. Franchisee must expend, each month, a fniriimn!l]1'*of
one percent (1%) of the monthly Gross Sales. of the Franchised Business is. open and
-operating: in connection ‘with the local ‘advertising ‘and promotion of ‘the Franchised
Business within the Designated Territory (the “Local Advertising Requirement”).

1. Upon Franchisor’s.request, Franchisee must provide Franchisor with invoices or other
proof of its monthly expenditures on local advertising:and marketing.

2. Franchisee must ensure that: (i) the:Franchised Business has a dedicated phon@;]j‘nje for
‘use in connection with the Franchised Business only (and no other business, including:
any-other SWEETWATERS franchise); and (ii) the Franchised Businessvis listed in‘the.
appropriate Internet-based directories that. Franchisor designates. i

3. Franchisee may. riot advertise and promote the Franchised Business outside of the
Designated Territory, unless (a) the geographic area wherein Franchisee wishes to
advertise is' contiguous to the Designated Tei‘ritory and that:area has not been granted
10 any other'SWEETWATERS location orSWEETWATERS franchisee/developer, or
{(b) Franchisor otherwise provides its prior written consent in writing. |

|
E. Brand Development Furid. Franchisor has established a Fund designed to promote the:

System, Proprietary Marks and SWEETWATERS brand generally (the “Fund”).

Franchisee is required to. contribuite to this Fund on a. weekly basis ifi the amount equal to

two percent (2%), of the Gross Sales of the. Franchised Business as ‘described in‘Section 4.

Any. amounts Franchisee is required to contribute to the Fund will be credited towards.

Franchisee’s Advertising Fee requirements. All payments by Franchisee. to the Fund .are.

non-refundable upon payment, and Franchisor-will -account:separately for all sums paid to.

the Fund. The Fund will be maintained and administered by Franchisor or Franchisor’s
designee as follows: ‘
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1. Franchisor will use Fund and all contributions to it and any earnings Bn it,
exclusively for preparing, directing, conducting, placing, and administering
advertising, marketing, public relations, and/or promotional programs and
materials, and any other activities, that Franchisor believes would enhance the
image of the System, Proptietary Marks, and Approved Prodiicts.or Sefvices..

2, Franchisor is not obligated to spend monies from the Fund in any particular
Franchisee’s market in. proportion to. the payments to the Fund made bly the
Franchisee in that market. Franchisor does not represent that it will spend any
particular amount of advertising funds locally, regionally, or nationally.

3. The Fund may be used to meet any and all costs of maintaining, administering,
directing, and preparing advertising. This includes, among otherthings, direct mail
advertising, marketing surveys and'other public-telations activities, developing.and
maintaining the Franichisor’s Website; employing:advertising and public relations
agencies, purchasing promotional items, and providing other: marketing materials
and services to the SWEETWATERS Cafes operating under the System. These
costs may include the proportlonate salary share -of Franchisor’s employees that
devote time and render services for advertising and promotion .or ‘the
-administration of the Fund, including administrative costs, salaries, and overhead
expenses related.to administering the Fund and it programs. No part of the Fund
shall be used by Franchisor to defray any of its general operating expenses, other
than those reasonably allocable to-the advertising;described.in this Section or other
activities reasonably related to the administration:oi-direction of the Fund.

4, Franchisor shall administratively segregate all contributions to the Fund. on ifs
books:and'records, All such payments'to the. Fund may be-deposited in Franchisor's,
general opérating account, may be commingled with Franchisor's. general
operating funds, and.may be deemed an asset of Franchisor, subject to Fra_nc’hi‘sor’s'
obligation to-expend the monies in the Fund in accordance with the terms hereof.
Franichisor may, in its sole discretion, elect to-accumulate monies in the Fund. for
such periods of time, 'as it deems necessary or appropriate, with no obligation to
expend all monies received in any fiscal year during that fiscal year. In the event
Franchisor’s expenditures for the Fund in any one (1) fiscal year shall exceed the
total amount contributed to the Fund during-such fiscal year, Franchisor shall have
the right to be reimbursed to the ektént of such, excess -contributions: from any
amounts subsequently contributed to the Fund or to use such excess as a credit -
against its.future.contributions. Theparties do not intend thatthe Fund be deémed
‘a trust, 1

S. Franchisor will, on an annual basis, account for the operation of the Fund and
prepare an. unaudited financial 'statement evidencing such accounting that will be
available to Franchisee, upon Franchisee’s. written request, one hundred’ and
twenty (120).days after the Franchisor’s.fiscal year.end, '

6. Franchisor may dissolve; suspend, modify and/or reinstate the Fund at any time
afterit is established.

F. Advertising Council. Franchisor may establish, if and when it deems. appropriate in its
sole discretion, a council to provide advice and guidance regarding the administration of
the Fund and various other adveﬁtising/m_a;rkjeti_ng matters (an “Advertising Cbunc‘il”)_; If
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H.

Franchisor-establishes an Advertising Counsel, it may serve in only an advisory capacity
and may corisist of franchisees, personnel from Franchisor’s-affiliate-owned Cafés, orother

.management/employees that Franchisor designates. If an Advertising. Coungil is

established, the membership of such Advertising Council, along, with the policiés and
procedures by which it operates, will be determined by Franchisor. The'recommendations
of the: Advertising: Council shall not be'binding,on Franchisor.

Website. Franchisor agrees that it will establish an interior page on its corporate website
to display the Premises and contact information ‘associated with the Franchised Business
for so long as (i) the Franchised Business is opén and actively operatifig, and (ii) this;
Agreement is'not subjectito termination. Franchisee may not establish;any separate website
or other Internet presence in connection with the Franchised Business, ‘System -or
Proprietary’ Marks ‘without Franchisor’s prier written consent. If approved to establish a.
separate website, Franchisee shall comply with Franchisor’s policies, standards and
specifications with respect to the creation, maintenance and content of ‘any such website.
Eranchisee:specifically acknowledges and.agrees:that any website owned or'maintainéd by
or for'the benefit of Franchisee shall be deemed “advertising” under this Agreement, and

‘will be subject to. (among other-things) Franchisor’s approval as described in this Section

9. Franchisee may not promote or otherwisg list its Franchised Business, or the Proprietary
Marks or System, on any social media or networking site, including without, limitation,

‘Facebook, LinkedIn, Instagram, Pinterest, Twitter or YouTube, without Franchisor’s. prior

written consent. Franchisor shall have: the right to modify the provisions of this Selctlon
relating to.Franchisee’s use of separate websites.and social media, as Franchisor determines.

‘necessary or appropriate.

Cooperatives. Franchisor may establish regional advertising, cooperatives that -are
comprised of multlple Café owners located within a geographical region that Franchisor
designates (each; a “Cooperative”). If Franchisor establishies.a Cooperative and designates
Franchisee as a member thereof, Franchisee may be required to contribute to the
Cooperative in .an amount not-to exceed the Local Advertising Requirement 'each month,,
unless.approved by a unanimous vote of the Cooperatwe members. All amounts paid to a.

‘Cooperative-will be credited towards Franchisée’s Local Advertising Requirement (if any).
Franchisor shall have the right to specify the goveming rules, terms and operating
‘procedures of any- Cooperative.

10. ACCOUNTING.AND RECORDS

A,
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Maintenance of Records. Franchisee must, in a manner: satisfactory tor Franchisor and. in

accordance with generally accepted accounting principles, maintain original, full, and

complete register tapes, computer files, back-up files, other records, accounts, books; data,
licenses, «contracts, and product vendor invoices which shall -accurately reﬂect all

particulars relating to the Franchised Business, as well as. other statistical and financial
information :and records Franchisor may require. All of this information must be! kept for
at least three (3) years, even if this Agreement is no longer in effect. Upon FranchiSor’s

request, Franchisee-must furnish Franchisor with copies of any or all product or equipment

supply invoices reflecting purchases by or on behalf of the Franchised Business. In

addition, Franchisee shall compile -and provide to Franchisor' any. statistical or financial

information regarding the Qperét'ion .of the Franchised Business, the products and services
sold by it, or data of a similar nature, including without limitation, any financial datathat
Franchisor believes that it needs to compile or disclose in connection with the,:sale of

franchises:or that Franchisor may €lect to disclose:in connection with the:sale of-franchises.
i



I

|

Al data provided to the Franchisor under this Section 10 shall belong to Franchisor and
may be used and published by Franchisor in connection with the System (including in
Franchisor’s.disclosure' documents).
l

B. Examination and Audit.of Records. Franchisor and iits designated agents shall have the
right'to examine and audit Franchisee’s records, accounts, books, computer files, and data-
at all reasonable times. to énsure that Franchisee is complying with the terins 6f this
Agreement. If such audit discloses that Franchisee has underreported the Gross Sales: of
the Franchised Business or any amount due to-Franchisor by two percent (2%).ormore in
any given reporting period (weekly, monthly or otherw1se) then Franchisee must: (i)
reimburse Franchisor any costs/expenses incurred in connection with. conducting the
inspection and audit; and (ii) pay any amount:due and owing, Franchiser as a result of
Franchisee’s underreporting, along with any accrued interest on.said amounts.

C. Computer System for Records. Eranchisee shall record all. transactions and Gross Sales
of the Franchised Business on a Computer System that is designated or approved by
Franchisor, ‘which must contain software ‘that allows Franchisee to record accumilated
sales without turning back, resetting or erasing such sales. Franchisor will, at all times and
without notice to Franchisee, have the right to independently-and remotely access and view:
Franchisee’s Computer System as described in Section 4 -of this Agreement.

D. Computer System Files and Passwords. Franchisee will not install or load any comiputer
software on:the hard disks ofthe Computer System used in connection with the Eranchised
Business without Franchisor’s prior written consent. All computer and file passwords
associated. ‘with the Computér System must be supplied as a list to Franchisor by
Franchisee, along with any modifications or changes:to that list. The-passwords to access
the Computer System located at the Premises or used by the Franchised Business, as well
as all computer files and records related. to the Franchised Business, aré the exclusive
property of Franchisor and Franchisee must provide Franchisor with these files -and
information-upon‘the‘termination or expiration of this Agreement. Consistent with therother
provisions of this Agreement, Franchisee agrees and acknowledges that Franchisor may
have automatic' access to Franchisée’s specific passwords/keys/logins through the
Computer System components and related software that Franchisor requires Franchlsee to
use in connection with the Franchised Business.

E: Current Contracts, Listings and Projects. At any time:and upon request of Franchisor,
Franchisee shall provide Franchisor with a copy of summary listing, at Franchisor’s
discretion; of all current contracts, listings; agreements, and projects that F‘ranch'i"slee is.
involved in or working with.

E. Tax Returns. Upon Franchisor’s request, Franchisee shall furnish the Franchisor with a:
copy of each of its reports, returns of. sales, useiand:gross receipt taxes, and completeicopies
of any state or federal income tax returns covering the operation of the Franchised
Business, all of' which Franchisee shall certify as true and correct.

G. Required Reports. Franchisee must provide Franchisor with the: following reports; and
information, .all of which must be certified as' true :and correct by Franchisee and in the
form and manner prescnbed by Franchlsor (i)a 51gned Gross Sales Report as descnbed
before the twentleth (20"‘) of each month an unaudlted pfo.f'it and loss statement for the
Franchised Busiriess for the preceding calendar month; (iiiy within ninety (90) days after
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the close of each fiscal year of Franchisee, financial statements -which shall include a.
statement 0f income and retained earnings, a statement. of changes in financial position,,
and a balance sheet of the Franchised Business, all :as of the end of such fiscal year; and
(iv) any other financial information or performance metrics-of the Franchiséd Business that
Franchisof-may. reasonably réequest.

H. Right to Require Audit if Franchisee Underreports. In the évent a prior audit or
inspection conducted By Franchisor (or its designee) has revealed that Franchisee has
underreporting the Gross Sales of the Franchised Business by two percent (2%) or more
for any reporting period as described in Section 10(B); then Franchisor may- réquire
Franchisee to provide, at the Franchisee’s expense, audited financial ‘statements that
comply with GAAP.and GAAS for Franchisee’s fiscal year-within 120 days of Frarichisee’s
fiscal year end.

L Change to-Ownership-of Franchisee. In addition to the foregoing statements, Franchisee
must provide Franchisor with written reports regarding any authorized change to: (i) the
listing of all owners and other holders of any type of interest (legal or beneficial) in
Franchisee: or the Eranchised Business; and (ii) Franchisee’s partners, officers, directors,
as well as any of the:Designated Manager(s) that manage- ‘the day-to-day- operatlons,of the
Frarichiséd Business. Franchisee will notify Franchisor in writing within ten (10) days after
any such change, unless Franchisor is required to. first notify Franchisor 'and obtam its
approval prior to. making any such change:

11. INSURANCE AND INDEMNIFICATION

A. Required Insarance, Franchisee shall, at its own expense.and no later than the earlier of
(@) the date on which Franchisee uses any of the Proprietary Marks, or (b) the! date:
Franchisee begins building out the Premises, procure and maintain in. full force :and effect
throughout the term of this Agreement the types of insurance enumerated in the Manuals.
or otherw1se In writing: (whether the Franchlsed Busmess is open or not) ThlS insurance
time.. In addition to any other insurance that may be requ1red by applncable ]aw or by
lender-or 'lessor, Franchiseershall procure:

I. “all risk” property insurance coverage on all assets including i"nventory,‘ﬁlm'i’ture,
fixtures, equipment, supplies and other property ‘used in the operation of the
Franchised Business. ~Franchisee’s. property insurance policy shall include
coverage for fire, vandalism and malicious mischief and musthave coverage. hmlts
of at least full replacement ¢ost;

2. Waorkers’ compengation insurance that,compliés with the statutory requirementseof
the state in which the Franchised Business is. located and employer liability
coverage with a minimum limit of ONE HUNDRED THOUSAND DOLLARS
($100,000.00) or, if higher; the statutory minimum limit as required by state: Iaw

3. Comprehensive: General Liability Insurance, Professional Liability Insurance; and
Employment Practices Liability: Irisurance. (EPLI). against claims for bodlly and
personal injury, discrimination, wrongful termination, professional misconduct,
death and property damage caused by, or eccurring in conjunction ‘with,; the
operation-of the Franchised Businéss; or Franchisee’s.conduct of business pursuant
to- this Agreement, with a minimum liability coverage of ONE MILLION
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DOLLARS ($1,000,000.00) per occurrence or TWO MILLION DOLLARS
($2,000;000.00) in. the aggregate for Professional Liability and General Llablhty
and-a minimum liability coverage of FIVE HUNDRED THOUSAND DOLLARS
.($500 000.00) -per occurrence and in the aggregate for EPLI or, if hlgher the

4. Automobile liability insurance for any vehicles owned or hired by the Franchised
Business, with a combined single limit of at least ONE MILLION DOLﬂAR—S
(81,000,000.00). or, if higher, the statutory minimun, limit required by state law;
and

5. Such insurance as necessary to provide coverage under the in'demn‘i'ty“pfroyifsibﬂé
set forth in this, Agreement.

Franchisee must buy insurance only from carriersirated A-VIII or better by A.M. Best and
:Company, Inc. (of similar criteria as;Franchisor periodically specifies), unless Franchisor
designates:specific carriers from which Franchisee must purchase coverage (in which case:
Franchisee may only purchase from.the designated carrier(s)). Franchisor may periodically
incréase the amounts of coverage required under these insurance: policies and/or require
different or additional insurance coverage. to. reflect inflation, identification .of new risks,
changes in law or standards of liability, higher damage awards, changing economic
conditjons, or other relevant changes in circumstances. All insurance policiés Franchisee
purchases must name Franchisor and any affiliate Franchisor designate as additional
insureds, and provide for thirty (30) days’ prior. written notice:to Eranchisor of‘a pohcy s
material. modification or caricellation. The cost of Franchiseé’s premiums will depend on
the insurance carrier’s charges, terms of payment, and Franchisee’sinsurance:and payment
histories. Franchisee shall make timely delivery of certificates of all required insurance to
Franchisor, each of which shall contain a statement by the insurer that the policy will not
be cancelled or-materially altered without.at least thirty (30) days’ prior written notice to
Franchisor. The procurement and maintenance: of ‘such. insurance: shall not relieve
Franchisee of any liability. to Franchisor under any indemnity requirement. of this
Agtreement.

B. Failure to Procure and Maintain Insurance. If Franchisee fails for any reason to-procure
and maintain the required insurance coverage, Franchisor has the right and authority
(without having any obligation to do’so) to immediately' procure-such insurance coverage,.
in which.case Franchisee must: (i) reimburse Franchisor fof the costs incurred to obtain ‘the
requiréd insurance (including;any premium amounts'paid); and (ii) pay Franchisor its then-
current administrative fee, as may be reasonably charged by. Franchisor as consideration
for securing the required insurance on Franchiseé’s behalf. l

C. Indemnification. Eranchisee, as a material part of thé consideration to be rendered to
Franchisor, agrees to indemnify, defend and hold Franchisor; as well as Franchi$or’s.
directors, officers, principals/owners, managers, shareholders, affiliates, subsidiaries,
‘employees servants, agents, 'successors and assignees (collectively, the “Indemnitees”),
harmless from.and against any and all losses, damage, claims, demands, liabilitiés and,
causes of actions of ‘every kind. or character and nature, as well as costs and expenses;
incident thereto. (including reasonable attorneys” fees.and court. costs), that are brought‘.
against any of the Indemnitees (collectively, the “Claims”)thatarise out of orare otherwise
related to Franchisee’s (a) breach or attempted breach of, or misrepresentation under,,l'.;this
Agreemeént, and/or (b) ownership, construction, development, management, or .operation
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of the Franchised Business in any manner. Notwithstanding the foregoing, at Franchlsor s
option, Franchisor may. choose to-éngage counsel and. defend against any such Claim and
may require immediate reimbursement from the: Franchisee of all expenses -and fees
incurréd in connection with such-defénse,

12. INDEPENDENT CONTRACTOR

A.

|

No Fidutiary Relationship. In all-dealings with'third parties, including without limitation,
employees, suppliers, and customers, Eranchisee shall disclose in an appropriate manner
acceptable to Franchisor that it is an independent entity licensed by Franchisor. Nothing'in
this Agreement is intended by the parties heréto either to créate a fiduciary relationship
between. them or to constitute the Franchisee an agent, legal representative, subsidiary,

Joint venture, partner,.employee, or servant of Franchisor:forany purpose whatsoever:.

Independent Contractor Relationship. It is understood. and agreed that Franchisee is.an
independent contractor and is in no way authorized to make any contract, agreement,
warranty, or representation or to create any obhgahon on behalf of Franchisor. Upon
Franchisor’s request, Franchisee must display a sign in its Franchised Business dlsplaymg
the following phrase (or something similar); “This SWEETWATERS Café is
independently owned and operated pursuant to -a license: agreement:” Negither this
Agreement nor Franchisor’s course of conduct is intended, nor may anything ‘in. this
Agreement (nor Franchisor’s course of conduct) be construed to ‘state. or imply that
Franchisor is'the employer of Franchisee’s employees:and/or independent:contractors, nor
viee versa.

13. TRANSFER AND ASSIGNMENT

A.

No Transfer by Franchisee Without Eranchisor’s Approval. Franchisee’s rights under
this Agreement are personal, and Franchisee shall riot sell, transfer, assign of encumber
Franchisee’s interest in this. Agreement or the Franchised Business (or undertake any of
the actions identified in Section 13(C) of this Agreement) ‘without Franchisor’s prior
written consent. Any sale; transfer; assigniment or encumbrarice made without Franchiser’s
prior written consent shall be voidable ‘at: Franchisor’s option and shall subject this

Agreement to termination. as specified herein. ;
|

Death or Disability.

1. In the event of Franchisee’s death, dlsablhty or. incapacitation (or the death,
disability or inc¢apacitation of Franchisee’s prmc1pa]s/owners/guarantors),
Franchisee’s legal representative, or Franchisee’s partner’s or guarantors
respective legal representative, as applicable; will have the right to continue the
operation of the Franchised Business as; “Franchisee” under-this. Agreement if: (1)
within ninety (90). days. from. the date of death, disability or incapacity (the “90
Day' Period”), such person has obtained Franchisor’s prier written approval and
has'executed Franchisor’sthen-curfent franchise agreement for the unexpired term
of the franchise, or has.furnished a personal guaranty of any partnership, corporate
or limited liability company Franchisee’s obligations to Franchisor and
Franchisor’s affiliates; and (ii) such person. successfully completes Franchisor’s
training program (which Franchisor will provide at Franchisor’s then-current
tuition rate). Such-assignment by operation of law will not be.deemed in violation
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of this Agreement, provided such heirs or legatees accept-the conditions imposed
by the: Franchise Agreement;and.are acceptable to Franchisor. |

2. Franchisor’is under no obligation to operate the Franchised Business, or incur any
obligation on behalf of any incapacitated franchisee, during or after the 90 Day
Period. If necessary, Franchisee (or Franchisee’s legal ‘representative; as
applicable) shall appoint.a previously:approved acting interim, manager to-operate.
the Franchised Business. during the 90 Day Period. In the event. of Franchisee’s
death, disability, absenée or -otherwise, Franchisor may (but s not requrred to)
operate the Franchised Business on Franchisee’s behalf and at Franchisee’s
expense: for 'such: period of time (and under such terms and conditions) as
Franchisor determines, including paying out the assets and/oi fevenueés of” the
Franchised Business to. cover any or all past, current and/or future obligations of
the: Franchised Business (including any amounis owed to Franchisor and/or any
affiliate) in such priorities as Franchisor determihes.in Eranchisor’s sole discrétion.
Franchisor may- pay. itself a reasonable; amount to reimburse' Franchisor for
Franchisor’s management services and other costs. Franchisor may obtain
approval of a:court or arbitratorfor any such arrangements; the attorney’s fees and
other costs. incurred in connection with obtaining such approval to be, charged
against the assets and/or revenues of the Franchised Business. Franchisee (and/or
Franchisee’s estate) will indemnify Franchisor agarnst any costs and/or liabilities
incurred by it in connection with, or related in any way to, the operation (or
otherwise) of the Franchised Business.

3. Franchisor will not coliect any transfer fee if there is a transfer under this Section
13(B) to.an immediate family member of the Franchisee that Franchisor approves
pursuarit to Section 13(E).

C. 'Ownership ln addition to those acts described in Section 13’(A), a ‘t'ransfer or assignm’ent
corporatlon upon any assrgnment ,sale pledge or transfer of any fractrona] portron of
Franchisee’s voting stock or any increase in the .number of outstanding shares of
Franchisee’s voting stock which results in a change of ownership, (if) if Franchisee is a
partnership, upori the assignment, sale, pledge or transfer of any fractional partnérship
ownership interest; or (iii) if Franchisee is a limited liability company, upon the
assignment, 'sale, pledge or transfer or any'interest in the limited liability company. ;Any
new partner; shareholder, or member or'manager owning having an ownership interest in
the surviving, éntity after the proposed transfer will be required to personally guarantee
Franchisee’s obligations under this Agreement. A transfer pursuant to (i) arid (iii) above
shall not besubject to Franchisor’s right of first refusal as set forth in Section 13(D).

|

D. Right-of First Refusal. If Franchisee proposes to transfer either this Agreement or all, or
substantially all, of the assets used in connection with the Franchised Business or, any
interestiin Franchisee’s lease;to any third party (other than.a corporation or limited liability
company as set forth.in Section 13(C) hereof or'in‘the event of Franchisee’s death/disability
as set forth in Section 13(B)), Franchisee shall first offer to sell such interest to Franchisor
on the same terms and conditions as offered by such third party. Franchisee shall obtain
from the'third party and provide Franchisor-a statement in writing, signed by the third party
and Franchisee, of the terms of the offer (“Letter of Intent”). If Franchisor elects not to
accept the offer within:a thirty (30) day period, Franchisee shall have.a period not.to-exceed
sixty (60) days to complete the transfer described in the Lettér of Intent subject to the
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conditions for approval set forth in Section 13(E) of this Agreement. Franchisee shall
effect no .other sale: or transfer as contemplated under the: Letter of Interit without fifst
complying with this Section. Any material change in the terms of the offéer will be deemed.
a new proposal subject to Franchisor’s right of first refusal. So long as Franchisee has
.obtained. Franchisor’s prior written consent, which shall not be unreasonably withheld, a.
transfer to an existing partner or shareholder; ora transfer'as a result of the:death, disability
or incapacitation of a shareholder or partner, in accordance with the provisions set forth
below, isinot subject to Franchisor’s first right of refusal..

E. Conditions for_Approval: Franchisor may condition Franchisor’s -approval of any

proposed sale or transfer of the Franchised Business or of Franchisee’s interest in this
Agreement or any other acts of transfer described in Section 13(C). upon satisfaction of the:
following occurrences:.

L.

All of Franchiseé's accrued monetary obligations to Franchisor, Franchisor’s:

affiliates, and Franchisor’s designated/approved. suppliers and vendors are
satisfied;

Franchisee must cure all existing defaults under this Agreement; or any other

agreement between Franchisee and Franchisor, Franchisor’s affiliates,

Franchisor’s designated/approved suppliers, and vendors, within the period

permitted for cure. and have substantially complied with such agreements during,

their respective terms; |

Franchisee and Franchisee’s principals (if Franchisee is a partnership, corporation
or limited liability company), and the transferee (if it has had any previous

relationship with Franchisor or Franchisor’s affiliates), must execute a general

release under seal, ifi a, form satisfactory to Franchisor, of any and all claims against
Franchisor and Franchisor’s affiliates and officers, directors, shareholders and

employees, in their corporate and individual capacities;

Franchisee or transferee shall provide: Franchisor a copy of the executed., purchase

agreement relating to the proposed transfer with all supporting’ documents and

schedules, including transferee's assumiption of and agreement to faithfully

perform all of Franchisee’s obligations under this Agreement;

‘The transferee shall demonstrate to F ranchisor’s satisfaction. that he or she meets
Franchisor’s educational, managerial and business standards; possesses a good

moral character, business reputation and.credit rating; has the: aptitude and ability.

to conduct the business to be transferred; and has.adequate financial resources and

capital to meet the performance obligations. under this Agreement; however,
transferee shall not be in the same business 'as Franchisor either as licensor,
franchisor, independent operator-or licensee of any' other business or chain 'which
is similar in nature or in competition with Franchisor, except that. the transferee
may be an existing franchisee of ours; ) !

The transferee:shall execute Franchisor’s then-current franchise agreement (which
may contain materially. different terms than this Agreement) for the remaining
balance of Franchisee’s term under this Agreement, with transferee’s term
commencing on the date the transferee executes the then-current franchise
agreement;

‘©2017 Sweetwaters:Group LLC
201’7 Franchise Agreement — Exhibits



4
{

7. Franchiseeror transferee shall pay Franchisora transfer fee equal.to $5,000,.as well
as any third-party broker fees'that are.dué'in connection with the proposed transfér;

8. The-transferee shall satisfactorily complete Franchisor’s Initial Training Program
at the transferee!s expense within the time frame Franchisor sets forth; and pay
Franchisor-itsthen-current tuition training fee per day per trainer for transferee and
one (1) other person to:attend training. (the transferee ‘will also be-responsible for
all costs:and expenses associated with:attending the initial trairiing program);

9. Eranchisee: (and Franchisee’s principals/guarantors if Franchisee is a partnership,,
corporation or limited liability company) must. coimply with the post-termination
provisions:of this Agreement;

10. The transferee muSt;dem'onstrate that i$ has obtained or maintained, within the time
limits set by Franchisor; all permits and licenses required for the- continued
operation of the Franchised Business;

11. To the extent required by the'terms of any leases or other agreements, the lessors
orother parties must have consented to the proposed transfer;

12. The transfer must be made in-conipliarice with any laws. that apply to the transfer;
including;state and federal laws governing the offer and sale of franchises;

13. The purchase price and terms of the- proposed transfer must-not be:so burdensome
to the prospectivé transferee as to impair-or materially-threaten its future operation
of the Franchised Business and performance under its franchise agreement;

|

14.  Franchisee must request that Franchisor provide the prospective transferee! with
Eranchisor’s current form of disclosure:document and Franchisor shall not be:liable
for any representations not included in the.disclosure document; and

15. Franchisor ‘shall have' the right to disclose to any prospeciive transferee such
revenue reports and other financial information concerning Franchisee' and
Franchised Business-as Franchisee has supplied Franchisor hereunder.

Franchisor will not unreasonably withhold its consent t0 a proposed transfér or assignment
requested by Franchisee, provided the foregoing conditions are met. Franchisor’s approval of a
transfer shall not operate as:a reiease of any liability of the transferrmg party-tior shall such  approval
constitute a waiver of any claims Franchisor-may have:against the transferring; party.. Furthermore,
Franchisor agrees that Franchisee will not be required to pay any transfér fee in the event: (1)
Franchisee wishes to transfer its rights under the Franchise. Agreeient to.a néwly-established legal
business.entity that.is wholly owned by Franchisee.and established solely for purposes of.operating:
the Franchised Business undeér the Franchise Agreement; or (11)‘F.ranchlsee is required.to encumber
certain assets of the Franchised Business (or subordinate Franchisor’s security: iiterest thereto) in
order to receive SBA .or other traditional bank: financing, providéd Franchisor otherwise approves
of the transfer.

F. ‘Transfer from an Individual Franchisee to Business Entity. If Franchisee 1s an
individual and desiresto assign its rights under this Agreement to a corporation or hmnted
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liability company, and if all of the following conditions are met, Franchisor will consent to
the transfer without assessing the transfer fee or training tuition. fees set forth in Section
13(E)(7)-(8), and such assignment will not be subject to Franchisor’s right of first refusal
in; Section 13(D): (i) the corporation or limited liability. company is newly orgamzed and
its:activities.are confined to operating;the Franchised Business; (ii) Franchisee is, and.at:all
times remains, the owner of '51% or more of the outstanding shares 'of the corporation.or:a
controlling. intefest in the limited liability company,; (iii) the corporation:orlimited hablllty
company-agrees:in writing to assume:all of Franchisee’s obligations hereunder; and. (|v) all
stockholders of the corporation,.ormembers and managers of the limited liability company,
as apphcable personal]y guaraiitee. prompt payment and performance by 'the corporation
or limited liability company of all its obligations to Franchisor-and Eranchisor’s affiliates,
under this Agreement and any other agreément between Frarichisee and Franchisor and/or
Franchisor’s affiliates; and execute, the Personal Guaranty- attached to this Agreemént as
Exhibit B.

G: Franchisor’s Right to Transfer. Franchisor has the right to sell; transfer; assign and/of-
encumber all or any: part of Franchisor’s assets and Franchisor’s interest in, and rights and
obligations under, this Agreement:in Franchisor’s sole discretion.

14. COVENANTS

|
Franchisee acknowledges that, as.a participant in Franchisor’s System; Franchisee will receive-ptoprietary.
and confidential information and materials, trade secrets, and the unique methods, procedures and
techniques that Franchisor has developed. As such, Franchisee agrees to.the covenants in this Section to
protect Franchisor, the System, Proprietary Marks and Franchisor’s other franchisees.

A. During the Term of this Agreement. During the term: of this Agreement, neither
Franchisee, its principals, owners, guarantors or Designated Manager(s), nor any
imimediate family of Franchisee, its principals, owners, guarantors or Designated
Manager(s), may, directly -or mdxrectly, for themselves or through, on behalf of, or in
conjunction with any, other person, partnership or corporation:

1. Own, maintain, engage in, be employed or serve as an.officer;.director, or principal
of, lenid money or extend credit to, lease/sublease space to, or have any iiiterést in
or involvement with, any other business that (a) sells, at wholesale or' retail,
gourmet coffee in bulk and/or in packages, (b) generates 20% or more of its net
revenue from the sale of gourniet coffee products by the cup, including; without
limitation; such businesses as coffee and tea stores, espresso/coffee cafes and
coffee houses. (each, a “Competing Business™), or (c) offers or grants llcenses or
franchises, or establishes joint ventures, for the ownership or operation of a
Competing Business. For purposes of this Agreement, a Competing;Business does
not include: (i):any business operated by Franchisee under'a Franchise. Agreement
with Franchisor; or (ii) any business operated by a publicly traded entity in 'which
Franchisee owns less than two percent (2%) légal or beneficial interest; |

2. Employ.or'seek to.employ any person who is at that time employed by Franchisor,
Franchisor’s affiliates or any other System franchise¢, or otherwise ‘directly or
indirectly iriduce or seek to' induce such person to leave his or her employment
thereat; or
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3. Divert, or attempt to divert, any prospective customer:to a Competing Business in
any manner.
B. After the Term of this Agreement. |
i
I. For a period of two (2) years after the expiration and nonrenewal, transfer or

termination of this Agréement, regardless of the cause, neither Franchisee, its
principals, owners and guarantors, nor any member of the immediate famlly of
Franchisee, its principals, owners or guarantors, may, directly or mdlrect]y, for
theinselves or through, on belialf of; or in conjunction with any other pérson,
partnership or corporation;, be involved with any business that competes in whole.
or in part with Franchisor by offering or granting licenses or franchisés, or
estabhshmg joint ‘venturés, for thie. ownership or operation of a Competing,
Business. The geographic. scope of the covenant contained in this Section is any’
location where Franchisor can demonstrate it has offeréd or sold franchises as of
the-date this Agreement is terminated or expires.

2. For a period of two (2) years after the expiration and nonrenewal, transfer or
termination of 'this Agreemerit, regardless of'the cause, neither Franchisee, its:
principals, owners and guarantors, nor any. member .of the immediate family of
Franchisee, its principals, owners or guarantors, may, directly' or. indirectly, for
themselves or through, on behalf of; or in conjunction with any other person
partnership or corporation:

a. ‘Own, maintain, engage in; be emiployed as an officer, director, or principal of,
lend money to, extend credit to, lease/sublease: space to, or have any interest
in or mvolvement with any other Competing Business: (i) at the Premises; (ii):
within the Designated Territory; or (iii) within a ten (10) mile.radius of (A) the
Designated Territory, or (B) any other SWEETWATERS Café (whether
franchised or company-owned) that is open, under lease or otherwise tnder
development as of the-date this Agreement éxpiressoris-terminated; ;

b. Solicit business from customers of Franchisee’s former Franchised Business
or contact any of Franchisor’s: suppliers or vendors for any competmve
business purpose, nor solicit any of Franchisor’s: other employees, .or the:
employees of Franchisor’s affiliates or any other System franchjsee to
discontinue employment.

C. Intent and Enforcement. It is the parties’ intent that the provisions. of this Section 1[4 be:
Judlclally enforced to the fullest.extent permissible under applicable law.. Accordingly, the.
parties agree that any reduction in scope or modification: of'any part of the noncompetition
provisions; contained herein shall not render any other part unenforceable. In the event of
the actual or threatened breach of this Section 14 by Franchisee; any of Franchisee’s.
principals, or any member of the immediate family of Franchisee or Franchisee’s.
principals; Franchisor shall be: entitled to an injunction restraining such person from any
such actual or threatened breach. Franchisee acknowledges that the covenants contaified,
herein ‘are necessary' to protect theé goodwill of the Franchised Business, other System
franchisees,.and the System. Franchisee further acknowledges that covenants- -contained in.
this Section 15 are:necessary: to protect-Franchisor’s:procedures and know-how transmltted
during the: term of this Agreement. Franchisee agrees that in the event of the actual or
threaténed breach of this Section 14, Franchisor’s harm will be ‘irreparable and that
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Franchisorhasno-adequate remedy atlaw to'prevent such harm. Franchisee:acknowledges
and agrees on Franchisee’s.own behalf and on behalf of the persons who are liable under
this Section 15 that each has previously workeéd.or beenigainfully employed in other careers
and that the provisions of this Section 14 in no way prevent any such person from eaming:
a living. Franchisee further acknowledges and agrees that the time: limitation on the
restrictive covenants set forth in,Section 14(B) shall be'tolled during any default under this
Section 14.

D. Confidentiality and Non-Competition Agreement. Franchisee miust ensure. that all
management personnel of the Franchised Business, as well as.any officerscand directors of
Franchisee, execute Franchisor’s then-current form. of Confidentiality and. Non-
Competition Agreement, (which will be in substaritially the same form as the document
attached to this Agreement as Exhibit E). Franchisee must furnish Franchisor a copy of
each executed agreement.

E. No Defense. Franchisee hereby agrees that the existence of any claim Franchisee may have
against Franchisor, whether or not arising from fhis Agreement, shall not constitute a
defense: to Franchisoi’s eriforcement of the covenants contained in this Section 14.
Franchisee agrees to'pay- all costs and expenses (including reasonable attorneys’ fees) that
Franchisor incurs in:connection with the enforcement.of this.Section 14, |

15. DEFAULT AND TERMINATION

Franchisor may terminate this Agreement as described in this Section, and Franchise¢ agrees.and
acknowledges that the defaults, or failure to cure.such defaults within the appropriate time period
prescribed below (if any), shall constitute: “good cause” and “reasonable cause” for termination
under any state franchise laws or regulations. that might apply to the operation, of the Franchised
Business.

A. Automatic Termination. This Agreement will automatically terminate without notice or
ah opportunity to cure upon-the occurrénce of any: of the following: |

1. The Franchisee becomes insolvent or makes a general assignment for the benefit of
creditors; unless otherwise prohibited by law;

consented to by Franchlsee and not dlsmlssed w1thm thlrty (30) days ;

3. Abillin equity or other proceeding, for the appointment of a receiver of Franchisee or
oth’er gus’t’odi'a'n‘ 1n connectiqn w1th the Franchisee or Franchised Business: (or assets
of the Franchised Business), is filed and consented to by Franchisee;

4. A receiver or other custodian (permanent or temporary) of Franchisee's asséts or
propetty; or any part thereof, is appointed;

5. A final judgment:in excess of Ten Thousand Dollars ($10,000.00) agairist Franchisee
rethains unsatisfied or of record for sixty (60).days.or longer (unlessa bond is filed or
other steps are taken. to effectively stay enforcement.of such judgment;in the relevant
jurisdiction), except that Fanchisor may provide Franchisee with additional time to
satisfy the judgment if Franchisee demonstrates that it is using commercially
reasonable-efforts to resolve the issues related to the judgment; or )
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6.

Franchisee attempts to sell, transfer, encumber or otherwise:dispose of any interest in
Franchisee, this Agreement or the Franchised Business in violation of Section 13
hereof.

Termination upon Notice: Franchisor has the right to terminate this Agréeément-upon

written notice t0 Frarichisée without providing Franchisee any opportunity to cure with
respect to any-of the following breaches or defaults:

1.

10..
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If Franchisee of Franchisee’s owners/principals commit any fraud or
misrepresentation in the establishment or .operation of the Franchised Business;
including ‘without. limitation, any misrepresentation made in Franchisee’s franchise
application;

If Franchisee and any other required attendees fail to attend and complete the Initial
Training Program within the time‘period-prescribed in this Agreement;

If Franchisee receives from Franchisor three (3) or more noticés to cure the same or
similar defaults or violations st forth in Section 15(C) of this. Agreement during any
twelve (12) month period, whether or not these breaches were timely cured;

If Franchisee or Franchisee’s owners/principals violate any of the. in-term covenant
not to compete-or-any- of the.other restrictive covenants set forth in Section 14 ¢f this
Agreement;

If Franchisee misuses the Proprietary Marks or ‘Confidential Information in any
manner, or otherwise violates any provision of this Agreement related to the use of
the Proprietary- Marks; Confidential Information and any-other. confi dential materials:
provided by Franchisor (including those provisions related to non-disclosure of the
Manuals and other confidential materials that, Franchisor loans to Franchisee);

If Franchisee misuses any proprietary software that Franchisor designates for use in
connection with the Franchised Business;

If Franchisee orany of Franchisee’s principals default on' any other agreement'with
Franchisoror any affiliate or Approved:Supplier of Franchisor, andsuch default ismot
cured within the prescribed time-period set forth in that other:agreement; |

}
If Franchisee defaults under the lease for the Premises and does not cure within:the
prescribed. period of time thereunder, or if Franchisee otherwise Joses its. right to
possess and control the Premises to operate the: Franchised Business at any time-

during the term of this Agreement (except in cases of force majeiire and cases where:

Franchisor has previously approved Franchisee’s relocation request and Franchlsee

timely relocates); |

If Franchisee fails to open a,nd. commence opérations of ‘the: Franchised Business
within the time period prescribed in Section 6 of this Agreement; '
If Franchisee fails.to cure any of the following violations.under this Agreement within
tén(10) days of béing notified by Franchisor: (i) failure to.offer only these Approved
Products that Franchisor authorizes af the Franchised Business; (ii) any purchase of

i



I1.

13.

14.

15,

16.

17.

18,

any non-approved item or service'for use:in connection with the Franchised Business;
(iii) failure’to purchase any Required Item that Franchisor designates as necessary for
the ‘establishment or operation of the Franchised. Business. from the appropriate
Approved Supplier(s) that Franchisor designates;

If Franchisee voluntarily or otherwise abandons the Franchised Business. For
purposes:of this. Agreement, the term “abandon” means: (i) failure to actively operate
the Franchised Business for more than two (2) business days without Franchiisor’s
prior written consent; or (ii) any other conduct on the part of Franchisee or its:
principals that. Franchisor determines indicates a desire. or intent to discortinue:
operating the Franchised Business in accordance with this.Agreement or the Marllua]s;

. If Franchisee:fails to provide Franchisor with access, or otherwise blocks Franchisor’s;

access, to Franchisee’s POS system, Computer System or registers. located :at the
Franchised Business as required under this Agreement, and fails to remedy this’ default
within twenty. four (24) hours of being notified by Franchisor;

If Franchiseé fails to pay Franchisor, its affiliates or any of its Approved Suppliers
any amount that is due and owing Franchisor within ten (10) days of the date that
Franchisor (or other party owed the money) notifies Franchisee of the outstanding
amount:that is due and owed;

If Franchisee fails, for a period of fifteen (15) days after notification ofinon-
compliance by appropriate authority, to comply with any law: or regulation applicable
to the-operation of the Franchised Business;

If Franchisee fails, for'a period of'ten (10) days after notification of non-compliance,
to obtain any other licenses, certificates, permits orapprovals necessary to:operate the
Franchised Business at the Premises;

If Franchisee, any person controlling, controlled by, or under common control'with
the Franchisee;, any’ ‘principal officer or employee of Franchisee, or any person owning,
an interest in Franchise is-convicted ofa felony or afiy other crime or offense: (even if
not.a crime) that is reasonably likely in the sole: opinion of Franchisor to adversely
affect the'System, any System unit, the Proprietary Marks, or the goodiwill associated,
therewith; ‘

If Franchisee takes for Franchisee’s own personal use any assets or property of the
Franchised Business, including. inventory, employee taxes, FICA, insurance or
benéfits;

If there are insufficient funds in Franchisee’s EFT Account to cover a check or EFT
payment due to Franchisor or its affiliates under this Agreement three (3) or more
times within any twelve (12)'month period;.or

If Franchisee commits repeated violations of any health, zoning, sanitation, or other
regulatory law, standard, or'practice; operates the business in a manner that presents

a health or safety hazard to its employees or customers.

C. Termination upon Notice and 30 Days’ Cure. Except ‘folr those defaults set forth in

Sections 15(A)-(B) of this Agreement, Franchisor may terminate this Agréement upon
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notice to Franchisee in the event Franchisee: (i) breaches or violates afy other covenant,
obligation, term, condition; warranty, or cértification, under ‘this. Agreement, including
Franchisee’s failure to comply with any of Franchisor’s other System standards ‘and
specifications in the operation of the Franchised Business as set.forth in the Manuals; and
@) fails to cure such breach ér violation within thirty (30) days of the date Franchlsee is
provided with notice. thereof by Franchisor.

D, Step-In Rights. In-addition to Franchisor’s right to termiinate this Agreement, and not in
lieu of such right.or:any other rights hereunder, if this Agreement is:subject to termination
due to Franchisee’s failure to cure any default within the applicable time period (if any),
then Franchisor has the right, but not the obligations, to enter:the, Premises and exercise
complete:authority with respect to the operation of the-Franchised Business until such time
that Franchisor determines, in its reasonable discretion, that the' default(s) at. issue have
been cured and ‘that Franchisee. is otherwise in compliance: with the terms of this
Agreement. In the event Franchisor exercises these “step-in rights,” Franchisee must (a)
pay Franchisor a management fee amounting to $200 per day during the time period that
Franchisor’s representatives are operating the Franchised Business (the “Management
Fee™), and (b) reimburse: Franchisor for all reasonable costs and overhead that Franchisor
incurs in connection with ifs operation of the Franchised Business, including without.
limitation, costs of personnel supervising and staffing the Franchised Business and any
travel, lodging and meal experises. If Franchisor undertakes to operate the Franchised
Business pursuant to:this Section, Franchisee:must indemnify, defend and hold Franchisor
(and its representatives and employees) harmless from and against any Claims that ‘may.
arise 6ut of Franchisor’s operation of the Franchised'Business.

16.  POST-TERM OBLIGATIONS

Upon the expiration or'termination of this Agreement, Franchisee:shall immediately:

A. Cease Ownership and Operation. of Café; Cease Affiliate with Franchisor and Brand
‘Generally. Cease to be. a franchise owner of Franchised Business under this Agreement
and cease to operate the former Franchised Business under'the System. Franchisee shall
not thereafter directly or indirectly represent to the public that the former Franchised
Business is or was operated or in any way connected with the System or hold itself out.as
a present or former franchise owner of a SWEETWATERS franchise at or with respect to
the Premises (unless Franchisor agrees otherwise in writing);

B. Return Manuals and Confidential Information. Return to Franchiisor the. Manual§ and
all trade secrets, Confidential Information (inchiding customer lists and information) and
other confidential materials, equipment, software and property owned by Franchisor and
all copies thereof. Franchisee shall retain ne copy or record of any of thé foregoing;
provided, however, that Franchisee may retain its copy of this Agreement, lany
cortespondénce between the parties, and any other.document which:Franchisee:reasonably
needs for compliance with any applicable provision of law;

C.  Assignment of Customer Coritracts, Telephone/Facsimile Numbers and Domain
‘Names Take such action as: may that‘ Franchisor designates to: (i) provide' and a’ssig‘n t’o

disconnect, forward or assxgn all telephone/facsxmxle numbers and domam names used in
connection with the. Franchised Business, as well as-any white:and yellow. page telephone
references, advertisements, and all trade and similar name registrations and business
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licenses to Franchisor or its designée and cancel any interest which Franchisee miay have
in the same (as Franchisor directs in its sole discretion). Franchisee agrees to execute all
documents necessary to comply with the obligations of this Section, including the: form
Conditional Assignment.of Telephone/Facsimile Numbers and Domain Names attached to
this Agreement as Exhibit F.

D. Cease Using Proprietary Marks. Cease to use-in advertising or in any manner-whatsoever
any methods, procedures, or techniques associated with the System in which Franchisor.
has a proprietary right, title, or interest; cease to use the Proprietary Marks and any other
marks and indicia of opération associated with the System; and remove all trade dress,
physical, characteristics, color combinations, and ‘other indications. of operation under the
System from. the Premises. Without limiting the. generality of the foregoing, Franchisee
agrees that, in the event of any termination or expiration and non-renewal of this
Agreement, it will remove all signage bearing the Proprietary Marks, deliver-the:fascia for
such signs to Franchisor upon Franchisor's request, and remove any items. that are
characteristic of the System “trade dress” from, the Premises: Franchisee agrees that
Franchisor or a designated agent may’ enter upon the Premises. at any time to make;such
changes at Franchisee's sole:risk and expense and without liability for trespass.

1.. Upon Franchisor’s request, Franchisee must provide all materials bearing the
Proprietary Marks to Franchisor upon expiration or termination, of this Agreement for
any reason, without cost:te Franchisor; and

2. Franchisee must cease holding itself out as a present franchisee of Franchisor or the
SWEETWATERS franchise system and, upon Franchisor’s request, ds a' past
franichisee of Franchisoror the SWEETWATERS franchise system.

E. Compliance with Post-Term Covenants. Comply with the post-term covenants not to
compete and other restrictive covenants set forth in Section 14 of this Agreement;

F. Written Evidence of Compliance. Provide Franchisor with writtéen evidence that: 'they
have, complled with the-post-term:obligations, within thirty (30) days’ notice:of termination
or scheduled expiration of'the franchise; and

G. Purchase of Assets. Franchisor, shall have the option; but not the obligation, within thirty
(30) days after the date of termination, expiration, and non-renewal of this Agreement to
purchase any and all of Franchisee’s. assets from the Eranchised Business at a purchase
price.equal to net depreciated book value. If Franchisor elects this option, Franchisor: will
deliverwritten notice to Franchisee. Franchisor will have the right'to inspect equipment at
any-time-during this thirty (30).day period. If Franchisor elects to purchase equipment as
part of the asset purchase, Franchisor will be entitled t6, and Franchisee must prov1de all
customary warranties and representations as to compliance with law, the maintenance,
function, and condition of the equipment and Franchisee’s good tltle to- the equipment
(including, but not limited to, that Franchisee owns the equipment free and clear of any
liens and encumbrances)..

17. TAXES AND INDEBTEDNESS

A. Taxes. Franchisee must promptly pay when due any and all federal, state, and local taxes,
including without limitation, unemployment, workers’ compensation, and sales taxes
which aré levied -or assessed. with respect to any services or products furnished, used, or
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licensed pursuant to this Agieement and all accounts or other indebtedness of every Kind.
incurred by Franchisee in the operation of the Franchised Business. ‘

I .
Debts and Obligations. Franchisee hereby expressly covenants and agrees to accept full
and sole-responsibility-for any and all debts and obligations incurred in the operation of thie
Franchised Business.

18. WRITTEN APPROVALS; WAIVERS; FORMS OF AGREEMENT; AMENDMENT |

A.

Eranchisor’s Approval, Whenever this Agreement réquires or Franchisee desites to
obtain Franchisor's approval, Franchisee shall make a timely written request. Unless a
différent period is specified in this Agréement, Franchisor shall respond with its approval
or disapproval within fiftéen (15) days of réceipt of such request. If Franchisor has not:
specifically approved a request within such fifteen (15) day period, such failure.to respond
shall be' deemed as a disapproval of any such request. ”

No Waiver. No failure of Franchisor to exercise any power reserved to it by this Agreement.
.and no-custom.or practice of the parties.at variance with the terms hereof shall constitute a.
‘waiver of Franchisor’s right'to demand exact compliance with any of the terms herein. No
waiver or approval by Franchisor of any particular breach or default by Franchisee; no
delay, forbearance, or omission by Franchisor to act or givenotice of default or to exercise
any power or right arising by reason of such default hereunder; and no accéptance by
Franchisor of any payments due hereunder shall be considered a waiver or approval by
Franchisor of any preceding’ or subsequent breach or default by Franchisee of any term,
covenant, or condition of this Agreement.

Terms of Other Franchise Agreements. No ‘warranty or representation is made by the
Franchisor that all SWEETWATERS franchise agreements heretofore: or hereafter issued
by Franchisor do or will contain terms substantially similar to those contained in this
Agreement. Further, Franchisee recognizes :and agrees that Franchisor may, ih its
reasonable business judgment due to local business conditions or otherwise, waive: or
modify comparable provisions of other franchiSe agreements heretofore or hereafter
granted to other‘System franchise owners in.a non-uniform manner. '

Modification of Systéem and Manuals. Except.as provided in Section.22 and Franchisor’s
right to unilaterally modify the System and Manuals, no:amendment, change; or vanance'
from this:Agreement shall be binding upon either Franchisor or Franchisee unless set forth
in writing and:signed by both parties.

No.Disclaimers of Franchise Disclosure Document. Nothmg in this Agreement or m any
related :agreement is interided to disclaim. the representations we made in the franchise
disclosure document.

19, ENFORCEMENT

A.

©2017 Sweetwaters Group:LLC

Full_Access to Premises for Inspection., In order to ersure compliarice with this

Agreemient and enable Franchisor to carry out its. obligation under this Agreement,

Franchisee agrees that Franchisor and its designated agents shall be permitted, with or

without notice, full and complete access during business Hours to inspectithe Premisés-and.

all records:thereof; in¢luding-but not limited to, records relating;to Franchisee's customers,
|
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suppliers, employees, and agents.. Franchisee:shall cooperate fully with the F ranchisér and
its-designated agents requesting;such access. |

Injunctive Relief, The Franchisor or its:designee shall be entitled to obtain withoutbond,
declarations, temporary. and permanent injunctions, and orders of specific performance in
order to. enforce the provisions: of this Agreement relating to Franchisee's use ¢f the
Proprietary Marks, the obligations of Franchisee upon termination or expiration of this
Agreement, and assignment of the franchise and ownership interests in Franchisee or in
order to prohibit any act or emission by Franchisee or its employees which constitutes a
violation of any applicable law or regulation, which is dishonest or misleading to
prospective or current customers of businesses operated under the System, which
constitutes a danger to. other franchise owners, employees, customers, or. the public or
which may impair the goodwill associated-with the Proprietary Marks.

No Withholding of Payments. Franchisee agrees and acknowledges that it may not
withhold payments or amounts of any. kind due to Franchisor on the premise of alleged

nonperformance by Franchisorof.any of its obligations hereunder. |

Costs and Attorneys’ Fees. If Franchisee is in breach or default of any monetary or non-
morietary obhgatxon under this Agréement or any related agreement bétween Franchisee
and Franchisor and/or Franchisor’s affiliates, and Franchisor engages an attorney to
enforce Franchisor’s rights (whether or not formal judicial proceedings are mltlated)
Franchisee must reimburse Franchisor for all costs/expenses incurred in connection with
enforcing its. rights under this Agreement including all reasonable. attorneys’ fees, court
costs.and litigation expenses. 1f Franchisee institutes.any’legal action to interpret or-enforce
the terms of this Agreément, and Franchisee’s claim. in siich action.is denied otthe action

is dismissed, Franchisor is entitled to recover Franchisor’s reasonable attorneys’ fees, and

all -other reasonable :costs and expenses incurred in. defending 'against same, and to have
such an amount awarded-as part of the judgment in the proceeding.

20: NOTICES

Any notice.required to be given hereunder shall be:in wrmng and shall be-either mailed by certlf ed

To Franchisor:

With a copy-to:

To Franchisee:

‘mail, return receipt requested, or delivered by a.recognized courier service, receipt acknowledged. N&tlces
must.be provided to each party at the respective addresses set forth below:

Sweetwaters Group LLC -
Attn.; Lisa Bee '
123 W. Washington Street

Ann. Arbor, Michigan 48104

Lane J. Fisher, Esq.
Fisher Zucker, LLC'
21 South 21* Street
Philadelphia, PA 19103

©2017 Sweetwaters Group LLC
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Anynotice complying with the provisions:hereof-will be deemed deliveredat the earlier of: (i) three
(3) days after mailing;,or (ii) the actual.date of delivery or receipt (as evidenced by the:courier). Each party
shall have the right to designate any other address for such notices by providing the other party(les) with
written notice theréof at the.addresses:above, and in-such event, all notices to'be mailed after receipt of 'such
notice shall be sent to such other.address.

21. GOVERNING LAW AND DISPUTE RESOLUTION

A.

Governing Law. This Agreement shall be governed by and-construed in accordance:with

the laws of the State of Michigan, without reference to this. state’s conflict of| laws,
principles. !

Internal Dispute Resolution. Franchisee must first bring any claim or- dispute between
Franchisee.and Franchisor to Franchisor’s management, after providing notice.as set forth
in Section:21(G).of this' Agreement, and makeé every. effortto resolvethe-dispute internally..

Franchisee must exhaust this internal disputé resolution procedure before Franchise¢ may

bring Franchisee’s dispute before a third party. This agreement to first attempt rtesolution
of disputes internally shall survive termination or expiration:of this Agreement.

Mediation. At Franchisor’s option, all claims or disputes between Franchisee and
Franchisor‘(or its affiliates)arising.out of, orin any way relating to, this.Agreement or any
other agreement by and between Franchisee-and Franchisor (or. its affiliates), or any of the
parties? respective rights and obligations arising from such agreement, which are not first
resolved through the internal dispute resolution procedure sent forth in Section 21(B)
above, will be submitted first to mediation to take place at Franchisor’s then-current
corpordte: headquarters under the auspices of the American Arbitration Association
(“AAA”), in‘accordance with AAA”s Commercial Mediation Rules then in effect. Before.
commencing any legal action against Franchisor or its affiliates with respect to any such
claim or dispute, Franchisee must submit a notice to Franchisor, which specifies, in detail,

the precise:nature and grounds of 'such claim or dispute. Franchisor will have'a peribd‘ of

thirty (30) days following receipt of such netice within which to notify Franchisee as to

‘whether Franchisor or its affiliates elects to exercise its option to submit such claim or

dispute to mediation. Franchisee may not commence any action against Franchisor or its
a'fﬁliates Wilh ’r"eSpect to any simh claim or dispute in any. caurt‘ unless Franchisor fa‘ils to

proceedmgs have been termmated clther. (1) as the re_sult of a wntten declaration of the,

‘mediator(s) that further mediation efforts are not worthwhile; or:(ii):as a result.of a written

declaration by Franchisor. Franchisor’s rights to mediation, as set forth herein, may be
specifically enforced by Franchisor. Each party will bear its own cost of mediation and
Franchisor and Franchisee will share mediator fées equally. This agreement to mediate
‘will survive ary térmiination or expiration of this Agreement. The parties will not be
required to first attempt to mediate a controversy, dispute, or claim through. medlanon as
set forth in this.Section 21(C) if such controversy, dispute; or claim conceins-an alleg'fmon
that a party has violated (or threatens to violate, or poses an imminent risk:of violating): (i)
any federally protected intellectual property rights inthe: Proprietary Marks, the System, or
in any Confidential Information or other confidential information; (ii) any of the-restrictive
covenants contained in this Agreement; and (iii).any of Franchisee’s payment obllgatlons
under-this Agréement. |

1
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D. Injunctive Relief: Franchisee acknowledges -and agrees that irreparable: harm could be
caused to Franchisor by Franchisee®s violation.of certain provisions of this Agreement and,
as such, in‘addition to any other relief'available at law or equity, Franchisor shall'be erititled
to obtain in any court of competent jurisdiction, without bond, restrainirig orders or
temporary or permanent injunctions:in order to enforce, among other items, the provisions
of this Agreement relating to: (i) Franchisee’s use of the Proprietary Marks and
Confidential Information (including any proprietary. software used in connection w1th the
Franchised Business); (ii). the in-term covenant not to compete, as ‘well as any’ ‘other
violations ‘of the restrictive covenants set forth in this Agreement; (iii) Franchisee’s
obligations on termination or expiration of this Agreement; (iv). disputes and controversies
based on or arising-under the Lanham Act, or-otherwise involving, the. Proprietary Marks,
as now. or hereafter-amended; (v) disputes and ‘controversies.involving enforcement of the
Franchisor’s rights with respect to confidentiality under this Agreement; and (vi) to
prohibit any act or omission by Franchisee or its.employees that constitutes.a violation of
applicable law, threatens Franchisor’s franchise 'system or threatens other franchisees of
Franchisor. Franchisee’s only. remedy if such an injunction i$ entered will be the
dissolution of the injunction, if appropriate, and Franchisee waives all damage claims if
the injunction is wrongfully issued.

E. Venue. Except for those claims described in Section 21(D) of this Agreement, the parties
agree that any actions arising out. of or related to this Agreement must be initiated and
litigated to conclusion exclusively in the state court of general jurisdiction closest to
Franchisor’s. then-current corporate ‘headquarters. or, .if -appropriate, the United States
District Court for the Eastern District of Michigan. Franchisee acknowledges that this
Agreement has been entered into in the State of Michigan, and that Franchisee is toreceive
valuable and. continuing services.emanating from Franchisor’s headquarters: in. Michigan,
including but not limited to training, assistance, support and the development olf the
System. In recognition of such services and their origin, Franchisee hereby irrevocably
consents to the personal jurisdiction of the state and federal courts.of Michigan.as set-forth
in this Section.

F. Third Pafty Beneficiaries. Franchisor’s officers, directors, shareholders, agents and/or
employees are express thlrd pany beneﬁc1anes of the prov1510ns of thls Agreement

authority to spec1f ca]ly enforce the nght to-mediate/arbitrate claims assened agamst such
person(s) by Franchisee.

'G. Notice Requifement. As a condition precedent to commenging an action for damages or-
for violation or breach of this Agreement, Franchisee must notify Franchisor within thirty
(30) days after the occurrence .of the violation or breach, and failure fo timely give such
notice shall preclude any ¢laim for damages.

H. No Withholding of Payments. Franchisee shall not withhold all or any part of any
payment to Franchisor or any of its affiliates on the grounds of Frarchisor’s alleged.
nonperformance or as an offset against any amount Franchisor or any of Franchisor’s
affiliates allegedly may owe Franchisee under this Agreement or:any related. agreements.

L Limitation of Actions. Franchisee further agrees that no cause of action arising out of or
under this Agreement may be maintained by Franchisee against Franchisor unless brought.
before the expiration of one: (1) year after the act, transaction ot occurrence upon which
such action is based or the expirdtion of one year after-the: Franchisee becomes aware of
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facts or circumstances reasonably indicating that. Franchisee may have a claim against.
Franchisor hereunder, whichever occuts sooner, and that any.action not brought within this.

\perlod shall be barred as a claim, ‘counterclaim, defense, or set-off. Franchisee. hereby
‘waives the right'to obtain any remedy based on alleged fraud, misrepresentation, or deceit
by Franchisor, including, without limitation; rescission of this Agreement, in any

mediation, Jud1c1al or other adjudicatory proceeding arising hereunder, except upon a
ground .expressly provided in this Agreement, or'pursuant to any right expressly granted.
by any applicable statute. expressly regulating the sale of” franchises, or any regulation or

rules promulgated thereunder.

‘Waiver of Punitive Damages. Franchisee héreby waives to the fullest extent penmtted by
law, any right to or claim for any punitive, exemplary, incidental, indirect, special or

consequential damages (including, without limitation, lost profits) against Franchisor

arising out of ‘any cause whatsoever (whether such cause be based in contract, negligence,

strict liability, other tort or otherwise) and agrees. that in the event of a dispute, that
Franchisee’s recovery'is limited to actual damages. If any other term of this Agréement is

found or determined. to be unconscionable or unenforceable for'any reason, the foregoing
provisions. shall continue in full force and effect, including, without limitation, the waiver

of any right to claim any consequential damages. Nothing in this Section -or any other
provision of this Agreement shall be construed to prevent Franchisor from claiming and

obtaining, expectation or :consequential damages, including lost future royalties for the

balance-of the term of this Agreement if'it is terminated due to Franchisee’s default, which
the parties-agree-and acknowledge Franchisor may claim under this Agreement.
|

WAIVER OF JURY TRIAL. THE PARTIES HEREBY AGREE TO WAIVE TRIAL

BY JURY IN ANY ACTION, PROCEEDING OR. COUNTERCLAIM, WHETHER AT
LAW OR EQUITY, REGARDLESS OF WHICH PARTY BRINGS SUIT. THIS
WAIVER SHALL APPLY TO ANY MATTER WHATSOEVER BETWEEN THE
PARTIES HERETO WHICH ARISES QUT ‘OF OR IS RELATED IN ANY WAY TO
THIS AGREEMENT, THE. PERFORMANCE OF EITHER PARTY, AND/OR
ERANCHISEE’S PURCHASE FROM FRANCHISOR OF THE FRANCHISE AND/OR
ANY GOODS OR SERVICES.

WAIVER OF CLASS ACTIONS. THE PARTIES AGREE THAT ALL
PROCEEDINGS ARISING OUT OF OR RELATED TO THIS AGREEMENT, OR THE
SALE. OF THE FRANCHISED BUSINESS, WILL BE CONDUCTED ON .AN
INDIVIDUAL, NOT A CLASS-WIDE BASIS, AND THAT ANY PROCEEDING
BETWEEN FRANCHISEE, FRANCHISEE’S GUARANTORS AND. FRANCHISOR

‘OR ITS AFFILIATES/OFFICERS/EMPLOYEES MAY NOT BE CONSOLIDATED

WITH ANY OTHER PROCEEDING BETWEEN FRANCHISOR, AND ANY' OTHER

THIRD PARTY. !

22, SEVERABILITY AND CONSTRUCTION

A.

Should any provision of this Agréement for any reason be held invalid, illegal, or
unenforceable by a -court of competent jurisdiction, such provision shall be deémed
restricted in application to the extent required to render it valid, and the. remainder of this
Agreement shall in no way be affected and shall remain valid and enforceable: for ail

‘purposes, both ,pames hereto declaring: that they would have executed this Agreement

without. inclusion of :such provision. In the event siich ‘total or partial invalidity' or
unenforceability-of-any provision.of this. Agreement exists-only with respect to'the laws of
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23.

a particular jurisdiction, this paragraph shall operate upon such provision only'to the extent
that the laws of siich jurisdiction are applicable to such provision. Each party agrees to
execute and.deliver to the other-any further documents which may be reasonably required
to make fully the provisions hereof. Franchisee understands and \acknowledg‘eé; that
Franchiisor shall have the right in its sole discretion on a temporary or'permanent bas, to
reduce the scope of any covenant or provision of this Agreement binding upon Eranchisee:
without Franchisee’s consent, effective:immediately upon récéipt by Franchisée of written
notice thereof, and Franchisee agrees that:it- will comply forthwith with any-covenant-as so
modified, which shall be fully enforceable.

This Agreement may be executed in any number of counterparts, each of which when so.
executed and delivered shall be deemed an original, but such counterparts together shall
‘constitute the same instrument.

The table. of contents, headings, and captions contained herein are for the purposes of
convenience and reference only and are not to be construed as a part of this Agreement.
All terms and words used herein shall be construed to include the number-and gender as:
the context of this: Agreement may require. The parties agree that each Section of ‘this
Agreement shall be construed independently of any other Section or -provision of this
Agreement. '

ACKNOWLEDGMENTS

A,

Franchisee acknowledges. that it received a complete copy of this Agreement for a period
not less than fourteen (14) calendar days, during which time: conducted -an independent.
investigation of the business licensed hereunder to the extent of Franchisee’s desire to do
so.. Franchisee recognizes and acknowledges that the business venture contemplated by
this. Agreement involves business risks, and that its success will be largely dependent upon
the ability of the: Franchisee -as an independent businessperson. Franchisor expressly
disclaims the making of, and Franchisee acknowledges that it has not received, any
warranty or.guarantee, express.or'implied, that Eranchisee will be successful inthis venture
or that the business will attain any level of sales volume; profits; or success. Franchisee
acknowledges that this Agreement, the franchise disclosure document (“FDD”), and the
exhibits hereto:constitutes the entire Agreement of the parties. This Agreementiterminates
and ‘supersedes any prior agreement between the parties concerning theé same: subject
matter:

Franchisee agrees and acknowledges that fiilfillment -0f any -and all of Franchisor’s
obligations written in this Agreement or based on any oral communications which may be
ruled to be binding,in a court of law 'shall be Franchisor’s sole. responsibility and none of
Franchisor’s agents, representatives, nor any individuals associated ‘with. Franchisor’s
franchise compariy shall be personally liable to Franchisee for any reason. This is an
import‘ant'part: of'this Agreement. Franchisee agrees that nothing, that Franchisee believes
Franchisee has been told by Franchisor or Franchisor’s representatives shall be binding
unless it'is written in-this; Agreement. This is:an important:part of this Agreement. Do not
sign this Agreement if there is any question concerning ifs contents or any representations
made.

1©2017 Sweetwaters'Group LLC.
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IN WITNESS WHEREOF, the parties hereto have duly executed this Agreement under\sea'l.oﬁ the
date first'written above, '

FRANCHISOR= FRANCHISEE:

SWEETWATERS GROUP LLC |

By: By: .

Print Name: _ Lisa Chin-Bee 7 Print Name;:

Title: _President Title: _Individually

Date: o . Date:
By: ;
Print Name:

Title: _Individually _ - 3

Date:
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EXHIBIT A TO THE FRANCHISE AGREEMENT

DATA SHEET AND STATEMENT OF OWNERSHIP |
L. SITE SELECTION AREA

Pursuant:to Section 2(B) of the Franchise: Agreement, Fran'c'h‘isee must locate and secure;a Premiseés
for the Franchised Businéss within the following:Site Selection Area:

2. PREMISES |
Pursuant to Section 2(C) of the Frarichise Agreement, the Franchised Business shall be located at
the following;approved Premises:

3. DESIGNATED TERRITORY
Pursuant to Section 2(D) of the Franchise Agreement, Franchisee’s Designated. Territory will be
defined.as, follows (if identified on a.map, please:attach map.and reference attachment below):

4, Franchisee Contact Person. The following individual is a shareholder, member; Or"partn!er of
Franchisee and is the principal pérson to be contacted on all miatters relating to the Franchised
Business:

Name:

Cellular/Primary Telephone No.: ] ] !

E=mail Address:

©2017 Sweetwaters Group.LLC
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5. Statement 6f Ownership. 1f Franchisee is-a-corporation, limited liability- company, partnership. or
dther business entity, the undersigned:agree and acknowledge that the following is a complete list
-of all of the shareholders, members, or partners of Franchisee and the percentage interest of each
individual:

Name Position/Title Intérest %

THE PARTIES SIGNING THIS DATA SHEET BELOW AGREE AND ACKNOWLEDGE THAT
THIS DATA SHEET, BY ITSELF, DOES NOT CONSTITUTE A FRANCHISE AGREEMENT OR
OTHERWISE CONFER ANY FRANCHISE RIGHTS UPON FRANCHISEE. THIS DATA SHEET
PROVIDES CERTAIN DEAL-SPECIFIC INFORMATION IN CONNECTION WITH THE
FRANCHISE THAT' IS GOVERNED BY THE FRANCHISE AGREEMENT TO WHICH THIS
DATA SHEET IS AN EXHIBIT..

‘THE PARTIES AGREE AND: ACKNOWLEDGE THAT THE FOREGOING FRANCHISE

AGREEMENT MUST BE EXECUTED. PRIOR TO OR CONTEMPORANEOUS WITH THIS
DATA SHEET FOR ANY RIGHTS TO BE CONFERRED. |

IN WITNESS WHEREOF, the undersigned has duly executed this Exhibit to the Franchise Agreement.on

FRANCHISEE: FRANCHISOR:
SWEETWATERS GROUP LLC

By: By:

Name: , . Name:

Title: Title:

©2017 Sweetwaters Group LLC
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EXHIBIT B TO THE FRANCHISE AGREEMENT

PERSONAL GUARANTY

NOTE: IF FRANCHISEE IS A CORPORATION, LIMITED LIABILITY COMPANY OR OTHER
BUSINESS ENTITY, THEN EACH INDIVIDUAL/ENTITY WITH AN OWNERSHIP
INTEREST IN FRANCHISEE (PRINCIPALS/MEMBERS/SHAREHOLDERS/MANAGERS/
PARTNERS/ETC.) AND THEIR RESPECTIVE SPOUSES MUST EXECUTE THIS FORM OF
PERSONAL GUARANTY. IF FRANCHISEE IS AN INDIVIDUAL AND FRANCHISEE’S
SPOUSE HAS NOT SIGNED THE FRANCHISE. AGREEMENT DIRECTLY, THEN
FRANCHISEE’S SPOUSE MUST EXECUTE THIS FORM OF PERSONAL GUARANTY.

ARTICLE 1 |
PERSONAL GUARANTY

The undersigned persons (individually and collectively “you™) hereby represent to Sweetwaters
Group LLC (the “Franchisor™) that you "~ are all bothe
owners/principals/members/shareholders/managers/partners, as applicable, of the business -entity to be
formed of an ¢ntity hamed , if already existing, (the “Franchisee™), as well as
their respective spouses,. as of the date this Personal Guaranty (the “Personal Guaranty” or “Guaranty”) is:
executed.

In consideration of the: grant by Franchisor to the Franchisee as herein provided, each you hereby
agree, in consideration.of benefits'received and to be received by each of you, jointly:and severally, and for
yourselves; your heirs, legal representatives and assigns, to be firmly bound by all of the terms, provnslons
and conditions of the foregoing Sweetwaters Group LLC Franchise Agreement, and any other agreement
between Franchisee and Franchisor and/or its affiliates, and do hereby unconditionally guararitée the full.
and timely performance by Franchisee of éach -and. every obligation of Franchisee under the: aforesaid
FranchiSe Agreement orother-agreement between Franchisor and Franchisee, including, without limitation::
(i) any indebtedness of Franchisee arising' under or by virtue of the aforesaid Franchise Agreement; (i) the
prohibition of any' change in the percentage of Franchisee owned, directly or indirectly, by any person,
withoiit first obtaining the written consent of Franchisor prior to said proposed transfer as set forth i 1P the
Franchise Agreement; (iii) those:obligations related to-confi identiality, non-disclosure and indemnification;
and (iv) the in-term and post-term covenants against competition; as well as all other restrictive covenants
set forth in'the Franchise Agreement.

ARTICLE IT
.CONFIDENTIALITY '

During the. initial and any renewal terms of the Franchise Agreement and this Guaranty, you will
receive information, which Franchisor considers to be. Confidential Information, trade secrets and/or
confidential information, including without.limitation: (i).site-selection criteria; (ii) methods, , techniques and

trade secrets for use in. connection ‘with the proprietary business operating system that Franchisor and its
affiliates have developed (the “System”) for the establishment and operation of a SWEETWATERS

franchised business (hereafter, a “Franchised Busingss™); (iii) proprietary tecipes; (iv)) proprietary coffee.

and tea blends; (v) marketing research and promotional, marketing and advertising programs for the:

Franchised Business; (vi) knowledge of specification for.and suppliers:of, and methods of ordering, certain
products, fixtures, furnishings, equipment.and inventory used at the Franchised Business; (vi) knowledge

of the operating results and financial performance.of other SWEETWATERS Café locations; (vii) customer

communication and retention programs, along with ‘data used or generated in connection with those

programs; (viii) Franchisor’s proprietary Manuals and other instructional manuals, as well as any training,



‘materials and information Franchisor has.developed for use in connection with the System; (ix) information
regarding the development of Franchisor’s proprietary marks. (the “Proprietary Marks”); (x) information
generated by, or used.or developediin, the Café’s operation, including customer names; addresses; telephone:
numbers and related informadtion .and any other information contained in ‘the Franchised Business’s:
computer system; (xi) the design, build-out and any’ construction/remodeling plans for the interior and
exterior of the Franchised Business; (xii) Franchisor’s proprietary Operatioris Manual and other
instructional manuals, as well as any training materials and information Franchisor has developed for use
in connection with the System; (xiii) as well as any other proprietary information or confidential
information that is provided to Franchisee by Franchisor during the term of the Franchise Agreement
(collectively, “Confidéntial Information™). You shall not, during the. term of this. Agreement or anytime:
thereafter, communicate, divulge, or use for the benefit of any other person, partnership, association,

.corporation, or limited liability company any Confidential Information and trade secrets, including, without.
limitation: Franchisor’s copyrighted materials; price marketing mixes related to'the offér and sale:of gourmet;
tea and coffee'and other Approved Products (as defined in the Franchise Agreement); standards and
specifications for providing the Approved Products and.other mérchandise-or services;offered:orauthorized
for'sale by System franchisees; methods:and other techniques and know-how concerning the of operatlon of
the: Franchised Business, which. may be communicated to you or of which you ‘may become apprised by
virtue.of your role as a guarantor of the Franchisee’s obligations under'the Franchise Agreement. Yoii.also
-acknowledge and agree that the following also: ¢onstitutes “Confidential Information” under this Section:
(i) former, current and prospective customer information, including customer names and addresses,
contracts/agreements:(collectively “Customer Lists”), and (ii) sources:and pricing matrices of any approved or
designated suppliers; and (iii) any and.all information, knowledge; know-how, techniques, and other'data,

which Franchisor designites as confidential.

ARTICLE 111
NON-COMPETITION ‘

Yeou acknowledge that .as a participant in the Franchisor’ s System, you will receive propnetary and.
confidential information and materials, trade secrets, and the unique methods, procedures and techniques
which Franchisor has developed. Therefore, to. protect Franchisor and all Franchisor’s franchlseesl you
agree: as follows:

1.‘ During the Term .of the ‘Franchise Agreement and thls 'Guaranty During the term of
xdlrectly, for themse]ves or through on behalf of orin conJunctlon thh any other person partnershlp or
corporation: |

f

1.1.  Own, maintain, engage in, be employed or serve as:an officer, director, or principal
of, lend money, lease spaceror extend credit to (or otherwise have any interést in or'involvement with), any
other business:(a) sells; at wholesale or retail, gourmet coffee in bulk arid/or in packages, (b):generates 20%
ormore.of its net revenue from the:sale of gourmet coffee;products'by the cup, including, without limitation,
such businesses as. coffee and tea stores, espresso/coffee cafes and coffee houses (each, a “Competmg
Business™), or (c) offers or 'grants licenses or franchises, or establishes joint ventures, for‘the ownership-or
operation of:a Competinig Business; provided, however, that this Section does not. apply to your operation
of a SWEETWATERS franchise pursuani to a valid franchise agreement with Franchisor, of your
ownership-of less than two percent (2%} of the interests in a publicly traded company.

1.2, Employ or seek toiemploy any person who is-at that time employed by Franchisor,
Franchisor’s affiliates or-any other System franchisee; or otherwise directly or indirectly induce: or seek to
induce such person to leave his or her employmient thereat; or |
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1.3. Divert or attempt to divért business or customers of any Franchisee-owned
Franchised Businesses to any competitor; by direct -or inditéct inducement or-otherwise, or do or-perform;
directly or indirectly, any other act injurious or prejudicial to the goodwill associated with the: Proprietary
Marks or the System. ‘

2. After the Term of This.Agreement.

2.1.  For a peériod of two (2) years after the: expiration and nonrenewal, transfer or
termination of the Franchise Agreement, regardless of the cause, the undersigned may not, directly or
indirectly, for themselves or through, on behalf of, or in COD_]UDCHOD with any other person, partnership or
corporation enter into any business competing in. whole. or in part with Franchisor in offering or granting
franchises or licenses, or establishing joint ventures, for the ownership or operation of a Competing.
Business:

2.2.  For a period of two(2) years after the expiration, transfer or termination of the
Franchise Agreement, regardless of the cause, the: undersigned may not, directly or mdlrectly, for
themselves or'through, on behalf of, or in conjunction with.any other person, partnership or corporation:

2.2.1. Own, maintain, engage in, be employed by, lend money to, have any
interest in; or be:employed as an officer, director,-executive, or principal of any other'Competing Business
at or within the following areas: (i) at the Premises of the Franchised Business; (ii) within the Designated
Territory granted under the Franchise Agreement; or (iii) within a radius of 10:miles of* (a) the perimeter of.
the Designated Territory granted under the Franchise Agreement or (b):any SWEETWATERS Café that is
open, under lease or otherwise under development as of the termination/expiration of the Franchise
Agreement or, if applicable, the date the undersigned transfers its ownership interest in Franchisee.

7 2.2.2. Contact any of Franchisor’s suppliers: or-vendors for -any compe't‘itive
businesspurpose;, or

7 2.2.3: Solicit any of Franchisor’s employees, or the employees of Franchisor’s
affiliates, or.any other System franchisee to discontinue employment.

3. Intent and Enforcement. It is the parties’ intent-that the provisions of this Article III be
judicially enforced to the. fullest extent permissible: under applicable law. Accordingly, the parties- ellgree‘
that any reduction in:scope or modification. of any part of the noncompetition provisions contained herein.
shall not:render any: other part unenforceable. In-the event ofthe:actual or threatened breach of this Article
111'by you, any of your principals, or any members.of their immediate family, Franchisor shall be entitled
to-an injunction restraining. such person from any such actual or'threatened bréach. You. agree that in the
event of the actual or threatehed bréach of this Article 111, Franchisor’s harm will be irreparable and that
Franchisor has no adequate remedy at law to prevent such harm. Y.ou acknowledge and agree that.each of
'you has previously worked or been gainfully employed in other careers and that the provisions of this
Article III in.no way prevents you from €arning 4 living. You further acknowledge and agree that theitime
limitation of this Article 111 shall be tolled during any. default under this. Guaranty.
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ARTICLE 1V
DISPUTE RESOLUTION

1. Acknowledgment. You-acknowledge that this, Guaranty is not a franchise agreement and
does not confer upon you.any rights to use:the Franchisor’s proprietary' marks or its system.

2. Governing Law.. This Guaranty shall be deemed to have been made in and govemed by the:
laws of the State of Michigan.

3. Internal Dispute Resolution. You must first bring any claim or dispute arising out of or
relating to the Franchise Agreement-or this Personal Guaranty to Franchisor’s Chief Executive Ofﬁcer and/or
President. You agree to exhaust this internal dispute resoliition procedure before bringing any \dlspute before
a third party. This agreement to engage in internal dispute resolution. first shall survive the termination or
expiration of this Agreement.

4. Mediation. At Franchisor’s option, all ciaims or disputes between you and Franchisor or its
affiliates arising out of; or in any way relating to, the Franchise Agreement, this Guaranty or any other
agreement by and between the parties or their respective affiliates, or any of the parties' respective fights and.
obligations arising from such agreements, which are not first. resolved through the internal dispute resolution
procedure set forth:above, must be:submitted first to mediation,.at Franchisor’s then-current headquarters under
the auspices of the American Arbitration Association (*AAA”); in accordance with AAA”s Commercial
Mediation Rules then in effect. Before corhmencing any legal action against Franchisor or its affiliates with.
respect:to any such claim or dispute, you must submit a notice:to Franchisor that'specifies, in detail, the precise
nature and grounds-of such. claim-or dispute. Franchisor will have a period of thirty (30) days following receipt
of such notice within which to notify'you as to whether Franchisor-or its affiliates elect to exercise our'option
to submit such claim or dispute to.mediation. Y.ou may not commence any arbitration proceeding or other
action :against Franchisor or its affiliates with respect to any such claim or dispute in any couit unless
Franchisor fails to exercise its option to submit such claim or dispute to mediation, or such mediation
proceedings have been terminated either: (i) as the result of a written declaration of the mediator(s) that further
‘mediation efforts are not worthwhile; or(ii) as a result of‘a written declaration by Franchisor. Franchisor may
specifically enforce our mediation rights under this Section: Each party shall bear its own cost of mediation,
except that you and Franchisor shall share the mediator’s fees and costs equally. This agreement to mediate at
Franchisor’s option shall survive any termination-orexpiration of the Franchise Agreement.and this Guaranty.

4.1. Excepied' Claims. The parties agree that mediation shall not be required with respect:
to any claim or dispute mvolvmg (i) -any of your payment obligations that are past due; (ii) the aetual -or
threatened.disclosure:or misuse-of Frarichisor’s Confidential Information; (iii) the actual or threatened violation
of Franchisor’s rights in, or misuse of; the Proprietary. Marks, System or other trade secrets; (1v) any of the
restrictive covenants contained in the:Franchise Agreement or this Guaranty; or (v) any claims arising out.of

orrelated to fraud or misrepresentation by you; or your insolvency (collectivély, the “Excepted Clalms”)

5 Jurisdiction and Venue. With respect to any proceeding not subject to mediation, the parties
.agree that any action at law or in equity instituted- against either party to this: Agréement must be commenced
and litigated to conclusion (unléss settled) only in any court of competent jurisdiction located closest to
Franchisor’s then-current headquarters or, if appropriate, the United States District Court. for the Eastern
District of Michigan. The:undersigned hereby irrevocably consent to-the jurisdiction of‘these courts;
|
6. Third Party Beneficiaries: Franchisor’s officers, directors, shareholders; agents and/or
employees are express third-party beneficiaries. of this Agreement and the: mediation and other dispute
‘resolution. provisions contained herein, each having authority to: specifically enforce the right to medlate and
litigate claims asserted against such person(s) by you.
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7: Right to Injunctive Relief. Nothing contained in this.Guaranty:shall prevent Franchisor from
applying to or obtaining from any court having jurisdiction a writ of - attachment temporary mjunctlon
prellmmary injunction and/or other emergency. reliefiavailable to safeguard and protect Eranchisor’s. interest
prior to the filing of'any:mediation or arbitration proceeding,.or pending the trial or handing down of a:decision
or award pursuant to any mediation or arbitration proceeding conducted hereunder. If injunctive relief is
granted, your only remedy will be thie ourt’s dissolution of the injunctive relief. If the injunctive relief was
wrongfully issiied, you expressly waive all claims for damages you incurred as a result of the wrongful
issuance.

8. JURY TRIAL AND CLASS ACTION WAIVER. THE PARTIES HEREBY AGREE
TO WAIVE TRIAL BY JURY IN ANY ACTION, PROCEEDING OR COUNTERCLAIM,
WHETHER AT LAW OR EQUITY, REGARDLESS OF WHICH PARTY BRINGS SUIT. THIS
WAIVER SHALL APPLY TO ANY MATTER WHATSOEVER BETWEEN THE PARTIES
HERETO WHICH.ARISES OUT OF OR IS RELATED IN ANY WAY TO THIS AGREEMENT, THE
PERFORMANCE OF EITHER PARTY, AND/OR FRANCHISEE’S PURCHASE ' FROM
FRANCHISOR OF THE FRANCHISE AND/OR ANY GOODS OR SERVICES. THE PARTIES
AGREE THAT ALL PROCEEDINGS ARISING OUT OF OR RELATED TO THIS AGREEMENT,
OR THE SALE OF THE FRANCHISED BUSINESS, WILL BE CONDUCTED ON AN INDIVIDUAL,
NOT A ‘CLASS-WIDE BASIS, AND THAT ANY PROCEEDING BETWEEN FRANCHISEE,
FRANCHISEE’S GUARANTORS AND FRANCHISOR OR ITS
AFFILIATES/OFFICERS/EMPLOYEES MAY NOT BE CONSOLIDATED WITH ANY OTHER
PROCEEDING BETWEEN FRANCHISOR AND ANY OTHER THIRD PARTY.

9. Limitation of Action. You further agree that no cause¢ of.action arising out-of or: under this
Guaranty may be maintained by you unless brought before the expiration of one year after the-act, transaction
or occurrence upon which such action is based or the expiration of one year after you become aware of facts
or circumstances reasonably indicating that you may have a claim against us, ‘whichever occurs soener, and
that any -action not brouight within this period shall be.barred as a.claim, counterclaim,.defense:or 'set-off.

10. Punltlve Damages You hereby waive to t'he fu]lest extent permitted by law any right to or
ljmltatlon lost proﬁts) whlch you may have agamst us, ansmg out .of any cause what_soever (whether such
.cause be based in contract, negligence, strict liability, other tort or 6therwise) and agrées that in the event of a
dispute, that your recovery shall be limited to actual damages. If any other term of this Guaranty is found or
determined to be unconscionable or unenforceable for any reason, the foregoing provisions shall continue in,
full force and effect, including, without limitation, the waiver of any right to:claim any consequeiitial darmages.

AY

11. Costs and Attorneys’ Fees. Whether or not formal legal proceedings are initiated, in the
-event Franchisor incurs any legal fees or other costs associated with enforcing the terms of ‘this Guararity- or
the: Franchise Agreement against you, then Franchisor will be etititied to. recover from you all costs and
expenses, including reasonable attorneys’ fees, incurred. in enforcing the terms of this Guaranty .or the
Franchise Agreement.

12, Nonwaiver. Franchisor’s failure to insist upon strict compliance with any provision of this
Guaranty shall not be a waiver of our right to do so, any law, custom, usage or rule to the contrary-
notwithstanding. Delay or omission by us'respecting any breach or default shall not affect Franchisorjs rights
respecting any subsequent breaches or defauits. All rights and remedies granted in this Guaranty shall be.
cumulative. Your election to exercise any remedy available by law or contract shall not be deemed a waiver
or preclude exercise:of any othér-remedy.
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13. No Personal Liability. You agree that fulfillment of any and all of Franchisor’s obligations
written in the Franchise Agreementor this Guaranty;, or based on-any-oral communications which may be ruled
to be binding in a court of law, shall be Franchisor’s sole responsibility and .none' of our owners, officers,
ageits, fepresentatives, nor-any individualsiassociated with Franchisor shall be personally liable to you for any
reason. This is an important part of this-Guaranty. Y.ou agree:that nothing that you bélieveryou have been told
by us or our representatives shall be binding unless it is written in the Franchise Agreement or'this Guaranty..
Do not signthis Agreement:if there is any:question ‘concerning its:contents er any representations made.

14. Severability. The parties agree that if -any provisions of ‘this. Guaranty'may be construed in
two ways; one of which would render the provision illegal or otherwise voidable: or unenforceable and the
other which. would render it valid and enforceable, such provision shall have the meaning, which r!enders it
valid and enfor¢eable. The language of all provisions: of this Guaranty shall be. construed ‘according to fair
meaning and not strictly construed against either party. The.provisions:of this Guaranty are severable, and this
Guaranty shall be interpreted and enforced as if all completely invalid orunenforceable provisions were not
contained herein, and partially valid and enforcéable: provisions shall be: enforced to the extent that.they are
valid and enforceable. Ifany material provision of this Guaranty shall be stricken or declared mvalld the
parties agree to-negotiate. mutually acceptable substitute provisions. In the.event that the parties are unable to
agree upon such provisions, F ranchisor'reserves the righit:to terminate this Guaranty.

15. Construction of Language. Any term defined in the Franchise Agreement: which is not
defined in this Guaranty will be ascribed the meaning givén to it in the Franchise Agreement. The'language
of this-Guaranty will be construed‘according to its fair meaning, and not:strictly for-or'against either party. All
words in this Guaranty refér to whatever number or gender the context requires. If more than one party or
personiis referred to-as you, their obligations and liabilities must be joint and several.. Headings.are for reference
‘purposes and:do not control interpretation.

16. Successors. References to“Franchisor” or “the uridersighed,” or “you” include the respective

parties' heirs, successors, assigns.of transferees..

IN WITNESS WHEREOF, the parties hiereto have executed and delivered this Guaranty on the.date.
Stated on thie-first page hereof.

PERSONAL GUARANTORS

[Insert Name of Guarantor] [Insert Name of Spouse] |
i

[Insert Name of Guarantor] [Insert Name of Spouse]

[Insert Name of Guarantor] f[‘lnsert Name of Spouse]

[Insert Name of Guarantor] [Insert Name of Spouse]
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EXHIBIT C TO THE FRANCHISE AGREEMENT

COLLATERAL ASSIGNMENT AND ASSUMPTION OF LEASE

THIS COLLATERAL ASSIGNMENT AND. ASSUMPTION OF LEASE (this
“Assignment™) is made, entered into..and effective on ) (“Effective. Date,”) by and
between: (i) Sweetwaters Group LLC, a Michigan limited lizbility company*with its principal place of business
at 123 W. Washington Street, Ann Arbor, Michigan 48104 (the “Franchisor”); and (ii)
. with a business' address' at

(the “Franchisee’).

BACKGROUND.INFORMATION

‘The Franchisor entered into that certain Franchise Agreement (the “Franchise Agreement™) dated
with the Franchisee, pursuant to. which the Franchisee plans to own and Qp'e'iate a.

‘SWEETWATERS franchised business (the “Franchised Business”)  located at'

(the “Site™). In addition, pursuant to that certain Lease:

1©2017 Sweetwaters,Group LLC.
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Agreement (the “Lease”), the Franchisee has leased or'will lease certain space containing the Franchised
Business described therein from (the:
“Lessor”). The Franchise: Agreément requires the Franchisee to deliver this Assignment to the Franchisor
as+a.condition to the grant of a franchise.

OPERATIVE TERMS

The Franchisor, and _thc\ Franchisee agree as follows:
1
1. Background Information: The background information is' true and correct. “This
Assignment will be interpreted by reference to, and construed in accérdance with, the background
information: set forth above. |

2. Incorporation of Terms: Terms not otherwise defined in this Assignmient have the
meanings as defined in the Franchise Agreement.

3. Indemnification of Franchisor: Franchisee agrées to indemnify:and hold Franchisor and.
its affiliates,stockholders, directors, officers, principals, franchisees/licensees and representatives harmless.
from,and.against any and all losses, habllmes, claims, proceedings, demands, damages, judgments, injuries,
attorneys’ fees, costs and expenses, that they incur resulting from any claim brought against.any of: them. ot
any action' which any of them are named as a party or which any of them may suffer; sustain or incur by
reasori of, or arising out of, Franchisee’s breach of any of the terms of the Lease, mcludmg the fallurc to

‘pay rent or any other‘terms'and conditions of the Lease.

4. Conditional Assignment: Franchisee hereby grants to the Franchisor a security interest
in and to the Lease, all of the furniture, fixtures, inventory and supplies located in the Site and the franchise-
relating;to the Franchised Business, and all of the Franchisee’s rights; title and interest in-and to the: Lease
as conditional for the payment of any obligation, liability or other amount owed by the Franchisee or its

affiliates to the Lessor arising under the Lease and for any default or breach of :any of the terms and

provisions. of the. Lease, and for any- default or breach of any of the terms and provisions. of the. Franchise
Agreement. In the:event.of a breach or default by Franchisee under the terms of the Lease, or, in the event.
Franchisor makes.any payment to the Lessor as a result of the Franchisee’s breach of the Lease, then suéh

jpayment by the Franchisor, or such breach or default by the Franchisee, shall at Franchisor’s option be

deemed to be an immediaté. default under the Franchise Agreement, and the Franchisor shafl be entitled to



the possession of the Site and to.all of the rights, title and interest of the Franchisee i and to:the Leaseand
to all other remedies:deseribed herein orin the Franchiseé Agreement or-at law orin. equity, without prejudice
to any other rights or remedies of the Franchisor under any-other agreements or under other applicable.laws.
orequities. This Assignment shall.constitute a lien on the interest of the Franchisee in and to'the/Lease;until
satisfaction in fuill of all amounts owed by the Franchisee to the Franchisor: In-addition, the rights-of the
Franchisor to assume all obligations under the Lease provided ‘in this Assignment are totally optional on
the part of the Franchisor, to be exercised in its sole discretion. Franchisee agrees to execute any and all
Uniform ‘Commercial Code financing statements and all other .documents and instruments deemed
necessary by Franchisor to perfect or document the interests and assignments granted herein.

5. NoSubordination: Franchisee shall not pérmit the: Lédse to become subordinate 't!o -any
lien without first obtaining Franchisor’s written consent, other than the lien created by. this Assignment, the
Franchise Agreement, the Lessor’s/lien under the Lease, liens securing barik financing for the operations of
Franchisee on the Site and the agreements and other instruments referenced herein. The Eranchisee will
not terminate, modify oramend any of the'provisions or terms of the Lease without the-prior written consent
of'the Franchisor..Any attempt at termination, modification or amendment of any of the terms of the Lease
without such written consent is nill and void.

6. ‘Exercise of Remedies: In any case of default by the Franchisee under the terms of the
Lease or under‘the Franchise Agreement, Franchisor shall be entitled to exercise any one or'more of the
following remediés in its-sole:discretion:

i

a) to take possession of the Site; or any part thereof, personally, or by its agents or
attorneys,
|
b). to, in its.discretion, without notice and with or without process of law, enter upon
and take and maintain possession of all-orany part-of the Site, together with all furniture, fixtures, inventory,
books,. records, papers and accounts:of the:Franchisee;

¢) to exclude thé Franchisee, its agents or employees from the Site;

d) as attorney-in-fact for the Franchisee, or'in its own name, and under the powers
herein granted, to liold, operate, manage and control thé Franchised Business.and conduct the business; if ’
any, thereof, either personally or by its agents, with full power to use such measures, legally rectifiable, as
in.its discretion. may be-deemed proper or necessary to.cure such default, including actions:of forcible: ientry
or. detainer-and :actions in distréss of rent, hereby granting full power and authority to the Franchisor to
exercise each:and every of the rights, privileges and powers herein granted at any'and all times hereafter;

€) to cancel or terminate :any unauthorized agreements or subleases éntered into by
the Franchisee, for any cause or ground which would entitle the Franchisor to cancel the.same; |
1)) to disaffirm any unauthorized agreement, sublease or subordiriated lien, to: make

all necessary or proper repairs, decorating, renewals, replacements, alterations, additions, betterments and
improvements. to the Site or the Site-that may seem judicious, in:the sole discretion of the Frar_x,ch1sor, ‘and

g) to insure and reinsure the same for all risks incidental to the Franchisor’s
possession, operation and management thereof; and/or

h) notw1thstandmg any provision of the Franchise Agreement to ‘the contrary, to
declare all of the Franchisee’s rights but not obligations. under the Franchise Agreement to be.immediately
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terminated as of the date of Franchisee defaults under the Lease and fails to cure said default within the
applicable-cure period (if any).

‘The partiés agree and acknowlédge that Frarchisor is not réquiréd to assumé the Lease, take
possession of the Site or otherwise exercise: of its other rights described in this. Assignment. In the event
Franchisor elects to:exercise its right to assume. the Lease and/or take possession.of the:Site, it will provide
written notice‘to Franchisee in writing .and undertake the other necessary actions.at issue: Nothing i in this
Assignment may be construed to impose an affirmative obligation on the part:of Franchisor toexercise:any
of the rights set forth herein.

7. . Power of Attorney: Franchisee.does hereby appoint irrevocably Franchisor as'its true;and
lawfiil attorney-in-fact in its name and stead.and hereby authorizes it, upon any default under the Lease or
under the Franchise Agreement, with or without taking possession of the Site, to rent, lease, manage and
operate the Site'to any person, firm-or corporation.upen:such terms and conditions in its discretion as it.may
detérmine, and with the same rights and powers and immunities, exeneration of liability and rights of
recourse and indemnity as the, Franchisor would have upon taking possession of the Site pursuant to the
provisions set forth in the:Lease. The power of attorney conferred upon the Franchisor pursuant to this
Assignment is @ power coupled with an interest and cannot be' revoked, modified or altered without the
written-consent of the Franchisor.

8. Election of Remedies: If is understood and agreed that the provisiens set: forth in this
Assignment are deemed a special remedy given to the Franchisor and.arenot deemed to-exclude any of the,
remedies granted in the Franchise Agreement or any other agreement between the Franchisor and the
Franchisee, but are deemed an additional remedy and shall be cumulative: with the remedies therein and
elsewhere granted to the Franchisor; all of which remedies are enforceable concutrently or successively.
No exercise by the Franchisor -or ‘any of the rights hereunder will ‘cure, waiver or affect any :default
hereunder or default under the Franchise: Agreement. No inaction or partial exercise of rights by the
Franchisor will be construed as-a waiver of any of its rights and remediés and no waiver by the Franchisor
of ‘any such rights and remediés shall be construed as a waiver by the Franchisor of any future rights.and
remedies. Franchisor isnot required to exercise any of its rights set forth in:Section 6 hereof, but shall have
the irrevocable right.to do so.

9. Binding Agreements: This Assignment and all provisions hereof shall ‘be binding.upon
the Franchisor and the Franchisee, their successors, assigns.and legal representatives and all other persons
or entities cldiming under them or through them; or €ither of them, and the words “Franchisor” and
“Franchisee”when used herein shall include-all such persons and entities and any others liable for payment
of amounts'under the Lease-or the Franchise Agreement. All individuals.executing on behalf of corporate
eritities hereby represent and warrant that such execution has been duly authorized by :all necessary
corporate and shareholder authorizations and approvals. |

10: Assignment to Control. This Assignment governs and controls over any conflicting
provisions in the:Lease:

11. Attorneys’ Fees, Etc. Inany action of dispute, at law or in equity, that may. ariseunder or
othérwise relate to this Assignment, the prevailing party will be entitled.to recover its attorneys’ fees, costs
and expenses relating to any trial or appeal (including, without limitation, paralegal fées) or arbitration or
bankruptcy proceeding from the non-prevailing party. ] i

12. Severability. If any. of the provisions of this Assignment or any Section or:subsection. of
this Assxgnment $hall be held invalid for any- reason, the remainder of this Assignment or any such section
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.or subsection will not be affectéd thereby and will remain. in. full force and effect in accordance with its
terms.

IN WITNESS WHEREOF, the Parties have caused this Assignment-to be executed as of the.day:and year
first above written.

FRANCHISEE FRANCHISOR \
SWEETWATERS ' GROUP LLC

By:: By:

Name;___ , _ i Name:

Date:___ Title:
Date:

The Lessor hereby consents, agrees with, approves of and joins in with this COLLATERAL
ASSIGNMENT AND ASSUMPTION OF LEASE.

LESSOR

By:
Name:
Title:
Date:

©2017 Sweetwaters'Group LLC
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EXHIBIT D TO THE FRANCHISE AGREEMENT

EFT AUTHORIZATION FORM ‘
Bank Name:
ABA#
Acct. No::
Acct. Nanie:
Effective as of the date of the signature: below, (the “Franchisee”) hereby’

authorizes Sweetwaters Group LLC (the “Company ") or 1ts desngnee to withdraw funds ffom the above-.
referenced bank account, electronically or otherwise, to cover the following payments that are. due and
-owing Company-or its:affiliates-under the franchise agreement dated _ _ . (the “Franchise.
Agreement”) for: the frinchised business located at: ' _i (the
“Franchised Business”): (i) all Royalty Fees; (ii) Fund Contributions (if a Fund is. established); (iii) :any-
amounts due and owing the Company or ‘its affiliates in connection with marketing materials: or other
‘supphes or inventory that'is provided by Company or its affiliates; and (iv).all other fees and amounts due.
and owing to Company or' its affiliates under the Franchise Agreement. Franchisee acknowledges each. of

the. fees described above may be collected by the Company (or its designee) as set forth in. the Franchise
,Agreeme_nt,

‘The- parties further agree that all ‘capitalized terms not specifically defined herein will be afforded the:
-definition they are given in the Franchise Agreement.

Such withdrawals shall occur on a. weekly basis, or on such other schedule as Company shall specify in.
writing. This authorization shall remain in full force and effect until terminated in writing by Company.
; shall previde Company, in conjunction. with ‘this: authorization, a voided check
from the.above- referenced account.

AGREED:

FRANCHISEE: FRANCHISOR APPROVAL:
SWEETWATERS GROUP LLC |

By: : i 4 By:

Print Name: Print Name:

Its: ] Its:

By:

Print Name:

Its:

Please attach:a voided blank check; for purposes.of setting up Bank and Transit Numbers.
|

©201.7 Sweetwaters Group LLC l
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EXHIBIT E TO THE FRANCHISE AGREEMENT
CONFIDENTIALITY AND RESTRICTIVE COVENANT AGREEMENT
(for trained employees, officers, directors, general partners, members, Designated Managers.and any
other management personnel of Franchisee)

In.consideration of my being a (insert title/role: with. franchisee) of
(the “Franchisee”), and other good and valuable consideration, the: ‘receipt
and ‘sufficiency of which is acknowledged, 1 (the undersigned) hereby -acknowledge and agree that
Franchisee has acquired the. right from Sweetwaters Group LLC (the “Company™) to: ® estabhsh and
operate a SWEETWATERS Café franchised business (the “Franchised Business”); and (ii) use in the
operation of the Franchised Business the: Company’s trade names, trademarks and ‘service marks
(collectively, the “Proprietary Marks”) and the Company’s uniqué and distinctive format and system
relating to the establishment and operation of SWEETWATERS Café businesses (the “System”), as they
may be changed, improved and further developed from time to time in the Company’s: sole-discretion, only:
at the following -authorized and approved location; . (the
“Premises”). !

1. The Company possesses certain proprietary and confidential information relating to the
operation of ‘the Franchised Business and System generally, including without limitation: Company’s
proprietary and confidential Operations Manual and other manuals providing, guidelines, standards. and
specifications related to the establishment and operation of the Franchised Business (collectively, the.
“Manual”); Franchisor’s proprietary training materials and programs, as ‘well as proprietary marketing
methods and other instructional materials, trade secrets; information related ‘to any :other proprietary:
methodology or aspects of the System .or the establishment and continued operation of the Franchlsed
Business; financial information; any :and all custoimer lists, contracts and other customer information
obtamed through the operatton of thel Franchlsed Busmess and other SWEETWATERS Cafe busmesses
operatlon of with the Franchlsed Busmess and any technlques methods and know-how related to the
operation of SWEETWATERS Café business or otherwise used in connection with the System, which
includes certain trade secrets, copyrighted materials, methods and other techniques and. knowrhow
(collectively, the “Confidential Information™).

2. Any. other information, knowledge, know-how, and techniques which the Company
specifically designates as confidential will also be deemed to be Confidential Information for purposes of
this Agreement.

3. As (insert title/role with franchlsee) of the Franchisee, the
Company and Franchisee: will dlSC]OSC the:Confidential Information to me’in furnishing to me the training
program and subsequent.ongoing training, the Manual, and other general assistance during the term of this
Agreement.

4. I will not:acquire:any interest in the Confidential Information, other than the right to utilize
it in the operation of the Franchised Business during the term héreof, and the use or duphcatlon of the
Confidential Information, in whole or in part, foi any usé outside the System would consfitute an unfair
method-of'competition.

5. ‘The Confidential Inforimation is proprietary, involves:trade secrets of the Company, and is
disclosed to. me solely on the condition that 1 agree, and 1:do hereby agree,, that I shall hold in strict
confidence all Confidential Information and all other information designated by the Company as
confidential. Unless the Company otherwise agrees in writing, I will disclose and/or use the Confidential
Information only in connection with my duties as (insert title/role with
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franchisee) of the Franchisee, and will continue:not to. disclose any such information even after I cease to.
be in that pesition and will not use any such information even after 1 céase to be in that position unless I
can demonstrate that such information has become, generally known or easily accessible other than by the:
breach.of an obligation of Franchisee under the Franchise Agreement. ‘

6 1 will sufrender any material containing some or all of the Confidential Information to the
Company,.upon.request, or upon conclusion of the-use for which the:information or material may have been
furnished. ’

7. Except.as otherwise approved in writing by the: Company, 1 shall not, while in.my position
with the Franchisee, for myself, or through, on behalf of, ot in conjunction with any person, persons,
partiership; corporatlon or limited liability company, own, maintain, engage in, be employed by, or, have
any interest in any other business that: (i) sells, at wholesale or retail, gourmet coffee in bulk and/or in
packages; (ii) generates 20% or more: of its net revenue from the sale of gourmeét coffee: products by the:
cup, including, without limitation, such businesses:as coffee and tea:stores, espresso/coffee:cafes and coffee
‘houses (each, a “Competing, Business™); or (iii) offers or grants licenses or franchises, or establishes joint
ventures, for the ownership or operation of a Competing Business. I also agree that I will not-undertake-any
action to divert business from the Franchised Business to any Competing Business, or solicit any of the:
former customers or employees:of Franchisee for any competitive business purpose.

7.1 Post-Term Restrictive Covenant for Designated Manager of Franchised Business.
or Manager/,Ojﬁcers/Directors‘ of Franchisee. In the event 1 am-a manager of the Franchised Business,.or
an officer/director/manager/partner of Franchisee that has not already executed a Personal Guaranty
agreeing to be bound by the:terms of the Franchise Agreement, then I further agree that 1 will not be involved.
in.a Competing Business of any kind for a period of two years. after"the expiration or termination of my'
employment with Franchisee for any reason: (i) at-or within a 10-mile radius of the Premises; or'(ii) within,
a 10:mile radius of the Designated Territory or'the-terfitory of any other SWEETWATERS Café business
that exists at the time my employment with Franchisee ceases through the:date of my involvement:with the:
‘Competing Business. I also agree that I will not’be involved in the franchising or licensing of any Competing
Business at any location, or undertake :any action to divert business from the Franchised Business to any
Competing Business or solicit any of the former customers or employees of Franchisee for any competitive
business purpose, during this two-year period following the termination or expiration of my employment:
with the Franchisee: ’

|
8. T agree thateach of the:foregoing covenants shall be construed as independent of any other
«covenant or provision of this Agreement. If all or any portion of a covenant in this Agreement is held,
unreasonable or unenforceable by a:court of agency having valid jurisdiction in an unappealed final decision
to which the Company s a party, I expressly agree'to be bound by any lesser covenant subsumed within
the*terms of such.covenant that imposes the maximum duty permitted by law,. as if the: resulting covenant
were separately stated in and:made a part of this Agreement.

9. T'understand and acknowledge that the Company shall have the right, in its sole discretion,
to reduce the:scope of any covenant'set forth in this Agreement, or any portion thereof, without my consent,
effective immediately- upon receipt by me of written. notice: thereof; and I agree to comply forthwith with
any covenant:as so modified.

10. The Company s a third-party beneficiary of this Agreement and may enforce i, solely

and/or jointly with the Franchisee.. I am.aware:that my violation of this Agreement will cause the Company
and the Eranchisee irreparable harm: therefore, I acknowledge and agree: that the Franchisee and/or the
Company may apply for the issuance: of a temporary and/or permanent injuriction and a decree for the
specific:performance of the terms of this Agreement, without the necessity of showing actual or threatened
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harmand without being required:to furnish a bond or other-security. I agree‘to pay. the Franchisee:and the
Company all the costs it/they incur(s), including, without limitation, legal fees and expenses, if this
Agreement is enforced against me. Due to the importance ¢f this Agreement to the Franchisee and the
Company, any claim I haveagainst the Franchisee or the Company is a séparate mattér and does not entitle
me to-Violate; or justify any violation of this Agreement.

11. I shall not at any time, directly or indirectly, do any act that would or 'wquld likely be
injurious.or-prejudicial to the goodwill associated with the Confidential Information and the System.

12. Franchisee shall make all commercially reasonable: efforts to ensure that I act as required
by this Agreement.

13.  Any failure by Franchisor to object to or take action ‘with respect to any breach of this
Agreement by me shall not operate or be. construed as a waiver of or :consent to that breach, or any
subsequent breach by me. .

14, THIS AGREEMENT SHALL BE GOVERNED BY AND CONSTRUED AND
ENFORCED IN ACCORDANCE WITH THE LAWS OF THE STATE OF MICHIGAN AND MYSELF
HEREBY IRREVOCABLY SUBMITS HIMSELF TO THE JURISDICTION OF THE STATE  COURT
CLOSEST TO FRANCHISOR’S THEN-CURRENT HEADQUARTERS OR, IF' APPROPRIATE, THE
UNITED STATES DISTRICT COURT FOR THE EASTERN DISTRICT FOR MICHIGAN. 1 HEREBY
WAIVE ALL QUESTIONS OF PERSONAL JURISDICTION OR VENUE FOR THE PURPOSE OF
CARRYING OUT THIS PROVISION. I HEREBY AGREE THAT SERVICE OF PROCESS MAY BE
MADE UPON ME IN ANY PROCEEDING RELATING TO OR ARISING UNDER THIS
AGREEMENT OR THE RELATIONSHIP CREATED BY THIS AGREEMENT BY ANY MEANS
ALLOWED BY MICHIGAN OR FEDERAL LAW, I FURTHER AGREE THAT VENUE FOR ANY
PROCEEDING RELATING TO OR: ARISING OUT OF THIS AGREEMENT SHALL BE ONE-OF THE
‘COURTS DESCRIBED ABOVE IN THIS. SECTION; PROVIDED, HOWEVER, WITH RESPECT TO.
ANY ACTION WHICH INCLUDES INJUNCTIVE RELIEF OR OTHER EXTRAORDINARY RELIEF,
FRANCHISOR MAY BRING SUCH ACTION IN ANY COURT IN ANY STATE WHICH HAS.
JURISDICTION.

15. The parties:acknowledge-and.agree that each of the covenants contdined in this Agreement
are.reasonable limitations as to time, geographical aréa, and scope of activity to be restrained and do not
impose:a greater réstraint than is necessary to protect the goodwill or other business.interests of Eranchisor:.
The parties agree that each of the foregoing covenants shall be construed as 1ndependent of any other
covenant or provision of this Agreement.. If all or any pertion of a-covenant in this. Agreement is held
unireasonable or' uneriforceable by a court or agency having, valid jurisdiction in any unappealed (final
decision to which Franchisor is a part, [ expressly agree to be bound by any lesser covenant subsuried,
within' the terms of the covenant that imposes the maximum duty ‘permitted by law as if the resulting
covenant were separately stated in-and:made a part of this. Agreement.

16. This Agreement contains the entire agreement of the paities regarding the subject matter
of this Agreement. This Agreement may beé modified only by .a duly authorized writing executed by all
pparties.,

17. All notices and demands required to be given must be in writing and sent by personal
delivery, expedited delivery. service, certified or registered mail, return receipt-requested, first-class postage:
prepaid, facsimile or electronic'mail, (provided that the sender confirms the facsimile or-electronic mail, by
sending an original confirmation copy by certified orregistered mail or expedited delivery service within
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three (3) business.days after transmission), to the respective party at the following address unless and until
a different address has been.designated by written notice..

“THe notice shall be addressed to |

Sweetwaters Group LLC.
Attn.: Lisa Bee, President
123 W. Washington Street
Ann Arbor, Michigan:48104: i

Any notices sent by personal delivery shall be deemed given upon receipt. Any notices given by
facsimile or electronic' mail shall be deemed given upon transmission, providéd confirmation is made as
provided above. Any notice sent by expedited delivery service or registered or certified mail shall be
deemed given three (3) business days after the time of mailing. Any change in the foregoing addresses
shall be effected. by giving fifteen (15) days written notice of such change to the other parties. Business
day forthe purpose-of this Agreement excludes Saturday, Sunday and the following, national holidays: New
Year’s Day, Martin Luther ng Day, Presidents’ Day, Memorial Day, Independence Day, Labor Day,
Columbus.Day, Veterans Day, Thanksgiving and Christmas.

18. The rights and remediés of Franchisor under this Agreement are fully ass1gnable and
transferable and inure:to the benefit-of its respective parent, successor and assigns.

IN WITNESS WHEREOF, this Agreement is made and entered into by the undersigned. parties as
of the Effective Date.

UNDERSIGNED

Signature:

Name:

Address:

‘Title:

ACKNOWLEDGED BY FRANCHISEE

"RANCHISEE NAME

By:

Title:

©2017 Sweetwaters:Group LLC
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EXHIBIT FTO THE FRANCHISE AGREEMENT

CONDITIONAL ASSIGNMENT OF TELEPHONE NUMBERS AND DOMAIN NAMES

1. , doing business as. SWEETWATERS Café¢ (the “Assignor”), in
exchange for valuable: consideration provxded by ‘Sweetwaters Group LLC (the “Assignee™), receipt of
which is hereby acknowledged hereby conditionally assigns to Assignee all teléphone numbers, facsimile.
numbers, domain names, .as well as any listings associated therewith, utilized by Assignor in the: operatlon
of its SWEETWATERS franchised business located:at ] . (collectlve]y,
the “Assigned Property”). The Assigned Property includes the followmg

Telephone Number(s):
Facsimile Number(s): .
Domain Name(s) (as permitted by Franchisor under'the Franchise Agreement)

2. The conditional agreemeént will become effective automatically upon ‘termination,
expiration of Assignor's franchise. Upon the occurrence of that condition, Assignor must do all thmgs
required by the telephone company and/or domain name registrar to assure the effectiveness of the
agsignment;of Assigned Property as if the Assignée had been originally issued such Assigned Property and
the usage-thereof.

3. Assignor agrees to pay the telephone:company and/or domain:name registrar, on.or before
the effective date of assignment, all amounts owed for the use of the Assigned Property up to-the: date this
Assignment becomes effective. Assignor further agrees.to indemnify Assignée for any sums. A551gnee must:
pay the telephone conipany or demain name registrar to effectuate this agreement, and agrees to fully
cooperate with the telephone company and/or domain ‘name registrar, as well as the Assignee, in

effectuating this assignment.

ASSIGNOR ASSIGNEE .
SWEETWATERS GROUP LLC |

By: By: - ;

Print Name: . Print Name:

Titlex , _ ) Title:

Date: Date: 7

By: .

Print Name:

Title:

Date: . |
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EXHIBIT G TO'THE FRANCHISE AGREEMENT

CONDITIONAL ASSIGNMENT OF POINT OF SALE SYSTEM

1, ___, doing business as SWEETWATERS. Café (the “Agslgnor”) in
exchange for valuable consideration prov1ded by Sweetwaters: Group LLC (the “Assignee”), receipt of
which is hereby :acknowledged hereby conditionally assigns to Assignee-all of Assignor’s right, title, and
interest in .any Point of Sale (“POS), system used in the operation of its SWEETWATERS franchised
business located at, (collectively, the “Assigned Property”). This
assignment is for collateral purposes only and, except as specified herein, Assignee will have no»ljébijlity
or obligation of any kind whatsoever arising from or in. connection with this Conditional Assignment of
Poirit of Sale System iinless. Assignee will notify-the POS. service provider:of the terms.hereof to effectuate
this assignment.

2. The conditional assignment will becomé efféctive automatically upon termination,
expiration of Assignor's franchise. Upon the occurrence of that condition,, . Assignor must do all things
required by the POS service provider to assure the effectiveness of the assigriment: of Assigned Property s
if the: Assignee had been originally issued such. Assigned Property and therusage thereof.

3. Assignor agrees to pay the POS service provider, on or before the effective date of
assignment; all amounts:owed for the usé-of the Assigned Property up to the date this Assignment becomes
effective. Assignor further agrees to indemnify Assignee for any sums Assignee must pay the POS serwce
provider to-effectuate this.agreement, and agrees‘to fully cooperate - with the POS service provider, as well
as the Assignee, in effectuating this assignment.

4, Assignor agrees and acknowledges that as bétween Assigror and A551gnee upon
termination or expiration of’ the Franchise Agreement, Assignee will have the'sole right:and interest in the
POS system and A551gnor appomts A551gnee as Assugnor s true and lawful attomey m-fact to dlrect the

effectuate the assigniment.
ASSIGNOR ASSIGNEE

SWEETWATERS GROUP LLC

By: By: . _

Print Name: Print Name:

Title: ___ i ) Title:

Date: , Date:: _
By:

Print Name: .

Title:

Date:
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EXHIBIT C

TO THE SWEETWATERS GROUP, LLC
FRANCHISE DISCLOSURE DOCUMENT

DEVELOPMENT AGREEMENT

©2018.Sweetivaters Group, LLC )
2018 Franchise Disclosure. Document --Exhibits.



DEVELOPMENT AGREEMENT

This Development Agreement (“Agreement”) entered into this.___ day of ___ ,-201__, between: (i)
Sweetwaters Group LLC, a Michigan limited liability company with a busmess address at 123 W Washmgton
Street, Ann Arbor, Michigan 48104 (the “Franchlsor”) and (i)
a (resident of) (corporation oérganized in) (limited Hability company.  organized vin)

. with a business -address at (the
“Developer”). T
BACKGROUND
A. Franchisor and its affiliates have developed and own a distinctive format and system in the

United States relating to the establishment and operation of uniquely identified retail stores (each,a “Café”)
that sell coffee, coffee beans, tea, beverages, food.and related accessories.and other beverages'that Franchisor
authorizes (collectively, the: “Approved Products™),all of which,are:prepared, stored and served in accordance
with Franchisor’s: proprietary business operating system comprised of Franchisor’s various standards and
specifications (the “System”). ' ' :

B. The: distinguishing characteristics of the System include, without limitation, distinctive
exterior -and interior design, décor, color scheme; and furnishings for a Café; proprietary products, and
proprietary recipés, including the Approved Products and recipes associated therewith; special menu items,
uniform standards, specifications, and procedures for operations; quality and uniformity of products and
services offered; procedures for inventory acquisition/stOrage/preSentatiofl methodology -and. procedures for
the establishment, management and ongoing opération of a Café; training and assistance, as well as.
materials/programs. related thereto; and advemsmg and ‘promotional programs. The parties .agree and
acknowledge that Franchisor may change, improve, further develop, or otherwise modify ‘the: System from
time to time as'it deems appropriate in its discretion. Developer hereby acknowledges and agrees that: (i) the
Systern and Franchisor’s related materials contain significant proprietary and confidential information that
makes the System unique-as.a whole; and (ii) the combined methods, information, procedures, and theories
that'make up the'total System or are contained in the relevant manuals are pro,prf‘etaty and conﬁ‘dentj'a].

C. The ‘System and Cafés are identified by the- mark SWEETWATERS, as well as, ceftain other
trade names, trademarks, service marks and trade dress, all of which Franchisor may modify, update,
supplement or substitiite in ‘the future: as Franchisor deems appropriate in its discretion (collectively, the:
“Proprietary Marks™). The'parties agree and acknowledge that Franchisor has:established substantial goodwill
and business value in its Proprietary Marks, expertise, arid System.

D. Franchisor grants qualified third parties the right to-devélop:a certain humber of ‘Cafés within a
defined site selection area. (the “Site Selection Area”) in accordance with the terms of this Agreement to which
Developer must be strictly adhere, with each Café within the Site Selection Area being opened and operating
utilizing: the Proprietary Marks and System. pursuant to the termis.and conditions set forth in a separate form of
Franchisor’s then-current form of franchise agreement (each, a “Franchise Agreement™).

E. Developer recognizes the benefits from receiving the right to operate a Café utiliiing the
System and desires to: (i) become a multi-unit.operator subject.to the terms of this Agreement; and (ii) receive
the benefits provided by Franchisor under this Agreement.

l

F. Developer has applied for the right to.open.and operate acertain number of Cafés within the
Site Selection Area as set forth in this Agreement (each, a “Franchised Business”), and Franchisor has
approved such application in reliance on Developer’s representations made therein.

2018 Development Agreement
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G. Developer hereby acknowledges that adherence to the terms of this Agreement, including
Franchisor’s operations manual and otlier System. standards and specifications, are essential to. the operatlon
of all Cafés and the System as a whole.

NOW, THEREFORE, for valuable consideration, the receipt and suffic¢iency: of which. is hereby
acknowledged, the parties.agree:as follows:

AGREEMENT

1. Site Selection Area; Development Schedule and Obligations. Subject to the terms and
conditions'set forth herein, Franchisor grants Developer the right, and Developer undertakes the obligation; to
develop and establish Franchised Businesses. within the Site Selection Area defined in the Data Sheet
attached hereto as'Exhibit.A (the:“Data Sheet”), provided Developer.opens.and commences operations of such
Franchised Businesses in strict accordance with the:-mandatory development schedule:also:set forth inthe Data
Sheet (the “Development Schedule”) and otherwise subject to the terms and. conditions set forth herein. The-
parties. agree :and acknowledge that Developer shall not have any exclusive territorial rights within: the Site
Selection Area. ’

2. Development Fee. Developer shall pay Franchisor a development fee equal to
¥ . (the “Development. Fee™) for the right to develop the foregoing Franchised Businesses
within the Site Selection Area under this Agreement, which is: (i) deemed fully earned upon payment and is
not refundable under any circumstances; and (ii) payable inaccordance with the schedule: set forth in this.
Section 3 below.

2.1 The parties agree and acknowledge that the Development Fee. is comprised of the
franchise fee payable in-connection with: (i) the initial Franchised Business that Developeris granted the'right
to open within the Site Selection Area under‘this Agreement (the “Initial Franchised Business™); and (ji) each
additional Franchised Business that Franchisor has granted Developer-the right to open hereunder (each, an
“Additional Franchised Business™).

2.2 Developer must pay Franchisor the full Development Fee upon execution of this
Agreement. The Development Fee is deemed fully eamned and:non-refuridable upon payment.

3. Tnitial Franchise Agreement. Contemporaneous with the execution of this Agreement,
Developer must enter into Franchisor’s current form of Franchise Agreement for the Initial Franchised
Business that Developer'is required to:open within the Site:Seléction Area. In'the event Developeriis a business
entity of any kind, then Developer’s principals/owners must each execute the form of personal guaranty
attached to the foregoing Franchise Agreement, as well as any additional Franchise Agreements rdescrlbed n
Section 4 of this Agreemeént.

4. Additional Franchise Agreements. Developer agrees and acknowledges that it must: (i)
enter into Franchisor’s then-current. form of Franchise Agreement foi each Additional Franchised Business
that Developer isirequiréd to open under this: Agreement; and (ii) enter into such Franchise: Agreements at such
times that. are required for Developer to timely meet, and strictly adhere:to, its obligations under the agreed
‘upon Develo»pmen,tiSchedulc.‘

5. Development Obligations. Developer must ensure that, at a minimuin, Developér:. (i) opéns.
-and .commences operations of the number of new Franchised Businesses during each. of the development.
periods defined in. the Dévelopment Schedule (each, @ “Development Period”); and (ii) has the minimum
cumilative number of Franchised Businesses.open and operating at the expiration of each such Development
Period. The. parties agree- and acknowledge that time is of the essence with respect to the foregoing
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development obligations, and that Developer’s failure to comply with the Development. Schedule in any
manner with respect to any Development Period is grounds for immediate termination of this Agreement if
not tiniely cured s set forth in ‘Section 6.2 of this Agreement (and any future development rights granted
hereunder). The parties agree and acknowledge that if there is more than one developer or'franchisee looking
to secure ‘a site for a SWEETWATERS Café within the Site Selection Area, the parties will follow the-
Franichisor’s prescribed process .and procedure for how: sites will be reviewed and offered to such
franchisees/developers (including Developer) within the Site Selection Area, as Franchisor sets. forth in its
confidential operations manual(s) or otherwise.

6. Term.and Termination.

6.1  This Agreement will commence as of the date it is fully executed and, unless earlier
terminated by Franchisor, will expire: on the. earlier of: (i) the last day of the calendar month that the final
Franchised Business is required to be:opened and operating under the Devélopment Schedule; or (ii) the date
Developer actually opens the last Franchised Business that Developer is: granted the right to open under this
Agreement. Upon expiration or termination of this Agreement for any reason, Developer will not have any
territorial rights other than those that'might be granted in connection with a “Designated Temtory” associated
withsa Franchised Business.that Developer has opened:and commenced operating:as of the:date this Agreement.
is terminated or expires (if and as such rights are.granted by Franchisor under the respective Franchise:
Agreement(s) that.Developer entered into.for such Franchised Business(es)), '

6.2 Franchisor will have the right, at its option, to terminate this Agreement and all rights.
granted to Developer hereunder, without affording Developer any opportunity to cure such default; effective
upon written notice to Developer, upoi the occurrence of any of the following events: (i) if’ Developer ceases.
'to actively engage:in development activities in the Site-Selection Area or otherwise abandons:its development
business.for three (3) consecutive months, or-any shorter period that indicates:an objective intent by Deveéloper
to discontinue development of the Franchised Businesses within the Site Selection Area; (ii) if Developer
becomes insolvent;or is;adjudicated bankrupt, or if any action is taken by Developer, or by others against the
Developer, under any insolvency, bankruptcy or reorganization act, or if Developer makes dn assignment for
the benefit of creditors or a receiver is appointed by thé Developer; (iii) if Developer fails to meet its.
development obligations under the Development ‘Schedule: for any single' Development Period, and fails to
cure such default within 30 days of receiving notice thereof; and (iv) if any Franchise: Agreement that is entered
into in order to fulfill Developer’s developrment obligations undet ‘this. Agreément is terminated or subject to
termination by Franchisor; pursuant to the terms of that Franchise. Agreement.

7. Reservation of Rights. Except as provided in Section 1 ofthis:Agreement; the parties agree
and acknowledge that the rights granted in this Agreement are non-exclusive and that. Franchisor and its
affiliates reserve all other' rights not expressly granted to Developer herein.

8. Sale or Assignment Developer’s rights under this Agreement are personal and Developer
may not sell; transfer, or assign any right granted herein without Franchisor’s,prior written consent, which. may
‘be withheld in its.sole discretion. Notwithstanding, if Developer is an individual or a partnership, Developer'
has the right to assign its rights under 'this' Agreemerit to @ corporation or limited liability company that is
wholly owned by Developer according to the same terms and conditions. as prov1ded in Developer’s initial
Franchise Agreement. Franchisor has the right to assign'this Agreement in whole ot in patt in its;sole:discretion.

9. Acknowledgment. Developer acknowledges that this Agreement is not a Franchise
Agreement and does not confer upon Developer any rights to use the Franchisor’s Proprietary Marks or
System.

10. Notices. All notices,, requests and reports to be given under this Agreement. are to be in
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writing, and delivered by either hand, overnight mail via recogniZed courier such as UPS or.EédEx,,Qr: certified
mail, return receipt requested, prepaid, to the addresses set forth above (which may be changed by written
notice)..

11. ‘Choice of. Law. Th‘i_s Agreement shall be g\ojv’e‘rnec_:i' by and construed int accordance with the:
laws of the Staté of Michigan, without reference to this state’s conflict of laws principles.

12.. Internal Dispute Resolution.. Developer must first bring .any ¢laim or dispute between
Déveloper and Franchisor to Franchisor’s management, after providing Franchisor with notice of and a
reasonable ‘opportunity ‘to cure an alleged breach hereunder. Developer must exhaust this internal dispute
resolution procedure before bringing a dispute before-a third party: This dgréement to first.attémpt résolution
of disputes internally will survive termination;or expiration of this Agreement.

13. Mediation. AtFranchisor’s option; all.claims or disputes between Franchisor-and Developer
orits affiliates arising out of, or in.any way relating'to, this Agreement or any other agreement by and ‘between
Franchisor-and Developer or its affiliates, or any of the parties” respective rights and.obligations arising from
such agreement, ‘which are not first resolved through. the ‘intérhal dispute resolution procedure sent forth in
Séction 12 above; must be submitted first to non-binding mediation, in or near Franchisor’s headquarters,
under the auspices of the American Arbitration. Associafion (“AAA”), in-accordance with AAA’s Commercial
Mediation Rules then in effect. Before commencing any legal action against Franchisor or its;affiliates with
fespectto any such.claim or dispute, Developer must submit a notice to Franchisor, which specifies, in detail,
the precise nature and grounds of such. claim or. dispute. Franchisor'will have a period of 30 days following
receipt of such netice within which to notify Developer as to whether Franchisor or its affiliates elects to
exercise its option to submit such claim or dispute. to mediation. Developer may not commence any action
against Franchisor or its affiliates with respect to any such claim or dispute in.any court unless Franchisor fails
to exercise its option to submit such claiin or dispute to mediation, or such mediation proceedings have been
terminated either: (i) as the result of a written declaration of the mediator(s) that further mediation. efforts are
not worthwhile; or (ii) as a result of a written declaration by Franchisor. Franchisor’s rights to mediation, .as
set forth herein, may be specifically enforced by Franchisor.

13.1  The parties will not be required to first attempt to mediate a controversy, dispute, or
claim through mediation as set forth in this Section 13 if such ceritroversy, dispute, or claim concérns an
allegation that a party has violated (or threatens to violate, or poses an imminent risk of violating): (i) any
federally protected intellectual property rights in the Proprietary Marks, the System, or in any
confidential/proprietary information:of Eranchisor (as such information is definied more fully in the Franchise
Agreements);. (ii) any of the réstrictivé covenants, contdined in this Agreement or any other Franchise
Agreements executed in connection with-the Franchised Businesses opened within the Site:Selection Area; or
(iit) any of Developer’s payment obligations under this Agreement orany such Franchise Agreement.

13.2  This agréeement to mediate will survive any termination .or expiration of this
Agreement. The. parties agree that-there will be no class action mediation and that any mediation proceeding
involving Franchisor and Developer or its principals that arises out of or relates to this Agreement in, any
manner must be mediated. in a proceeding that does not involve any -other third party, including any other
franchisee or licensee of Franchisor’s franchise system.

14, Injunctive Relief. Devéloper-acknowledges and agrees that-irreparable harm:could be caused
t0 Franchisor by Developer’s violation of.certain provisions:of this Agreement and, as such, in addition'to any
other relief available at law or equity, Franchisor shall be entitled. to obtain in any court of competent
Jurisdiction; without bond, restraining orders or temporary or permanent injunctions in order to:enforce, among
other items, the provisions of this Agreement relating to: (i) Developer’s use of the Proprietary Marks and
Franchisor’s confidential information; (ii) Developer’sicovénant riot:to:compete, as well as:any-other violations
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of the restrictive covenants set forth in this Agreement or .any Franchise Agieement with Franchisor; (iii)
Developer’s obligations. ontermination or expiration of this Agreement; (iv) disputes.and controversies based
on or arising under the Lanham Act, or otherwise involving: the Proprietary Marks, as now or' hereafter
amended; (v) disputes and controversies invélving enforcement of the Franchisor’s rights with respect to
c‘émﬁ‘dén‘ti'ality under this Agreement and (vi) proh‘ibit’ing any act or- omission by Developer or its employees
franchisees of Franchlsor Developer’s only remedy if such an m_mnctron is entere_d will be the drssolutlon of
the injunction, if appropriate; and Developer-waives all. damage claims.if the injunction is wrongfully issued.

15, Jurisdiction and Venue. Except for thiose claims déscribed in Section 14 of this Agreement,
the parties agree: that any actions arising out of or related to this Agreement must be 'initiated and litigated to
conclusion exclusively in the state court of general jurisdiction closest to Washtenaw County; Mlchrgan or; if
appropriate, the United States District Court for-the Eastern District of Michigan (unless settled by the parties
after such action is-initiated). Developer acknowledges that:Franchisor may bring an action in. any other-court
of competent jurisdiction to seek and obtain injunctive reliefas set forth in.Section 14-above. Developer hereby
irrevocably consents to the personal jurisdiction of the state and féderal courts.described in this Section.

16. Third Party Beneficiaries. Franchisor’s officers, directors, shareholders, agents and/or
employees are express third party beneficiaries. of this Agreement and the dispute. resolution ‘procedures
contained herein, including ‘without limitation, the right to specifically utilize and exhaust the mediation
procedure with respect to any and all claims asserted against such person(s) by Developer or its principals..

17. JURY TRIAL WAIVER. THE PARTIES HEREBY AGREE TO WAIVE TRIAL BY
JURY IN ANY ACTION, PROCEEDING OR COUNTERCLAIM, WHETHER AT LAW OR EQUITY,
REGARDLESS OF WHICH PARTY BRINGS SUIT. THIS WAIVER WILL APPLY TO ANY MATTER
WHATSOEVER BETWEEN THE PARTIES HERETO WHICH ARISES OUT OF OR IS RELATED IN
ANY WAY TO THIS AGREEMENT, THE PERFORMANCE OF EITHER PARTY, AND/OR
DEVELOPER’S PURCHASE FROM FRANCHISOR OF THE DEVELOPMENT RIGHTS DESCRIBED
HEREIN,

18.  WAIVER OF CLASS ACTIONS. THE PARTIES AGREE THAT ALL PROCEEDINGS
ARISING OUT OF OR RELATED TO THIS AGREEMENT, OR THE SALE OF THE ERANCHISED
BUSINESS, WILL BE CONDUCTED:ON AN INDIVIDUAL, NOT A CLASS-WIDE.BASIS, AND THAT
ANY PROCEEDING BETWEEN DEVELOPER, DEVELOPER’S GUARANTORS AND FRANCHISOR
OR ITS AFFILIATES/OFFICERS/EMPLOYEES MAY NOT BE CONSOLIDATED WITH ANY OTHER
PROCEEDING BETWEEN FRANCHISOR AND ANY OTHER THIRD PARTY.

19. Waiver of Punitive Damages. Developer-waives to the: fullest extent permitted by law,.any
right to or claim for'any punitive, exemplary, incidental, indirect, special or consequential damages: (mcludmg,
without limitation, lost profits) which Developer may have ‘against Franchisor arising out of any cause
whatsoever (whether such. cause be based in contract, neghgence strict liability, other tort or otherwise) and
agree that in the event of a dispute, Developer’s recovery- ‘will be limited to actual damages. If any otherterm
of this Agreement is found or. determined to be:unconscionable orunenforceable for any teasoni; the foregoing
provisions will continue in full force-and effect, including, without limitation, the waiver of any right to claim
any consequential damages.

20. Attorneys’ Fees. If eitherparty institutes any judicial or mediation proceeding to enforce:any
monetary or nonmonetary obligation or interpret the terms of this Agreement and Franchisor prevails in the:
action-or proceeding, Developer will be liable to Franchisor for all costs, including reasonable attorneys’ fees
and court.costs, incurred'in connection with such proceeding.
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21, Nonwaiver: Franchisor’s failure to insist upon strict compliance with any provision of this
Agreemént will not be a waiver of Franchisor’s.right to do so, any law, custom, usage or rule to the contrary:
notwithstanding. Delay oromission by Franchisor respecting:any breach or default will not afféct Franchisor’s
rights respecting any subsequent breachés.or défaults. All rights;and remédies granted in this Agreement will
be. cumulativie. Franchisor’s eléction to exercise any remedy available by lawor contract will not.be deemed a
waiver-or preclude exercise of any other remedy.

22, Severability. Theé parties agree that if any provisions of'this Agreement may be construed in:
two. ways, one of which would render the provision illegal or otherwise voidable or unenforceable and the
other which would rrender it valid and enforceable, such provision will have the meaning, which fenders it
valid and enforceablé. The provisions of this Agreement:are severable,and this Agreement will be interpreted:
and enforced as if all completely invalid or unenforceable provisions were not contained herein, and partially
valid and enforceable provisions will be enforced to the extent. that. they ar¢ valid and enforceable. If'any:
material provision-of this Agreement will be stricken ordeclared invalid, the'parties agree to negotiate mutually
acceptable substitute provisions.. In the event that the parties are unable to agree upon such pr_gwsxons,
Franchisor reserves the right to terminate this Agreement. -

23. Construction of Language: The language of this. Agreement will be.construed according to
its: fair meaning, and not strictly for or against either'party. All words in this Agreement refér to whatever
number or gender the context requires. If more than one party or person is referred to: as Developer their
obligations and liabilities must be joint and several. Headings are for reference purposes and' do not control.
interpretation.

24. Successors. References. to “Franchisor” or “Developer™ include the: respective; parties’
successors, assigns or transferees, subject.to the limitations of Section 8 of this Agreemént.

25. Additional Documentation. Developer must from time to time, subsequent to the date first
set forth above, at Franchisor’s request and without further consideration, execute and deliver such other
documentation or agreements and take such other action as Franchiser may reasonably require in :order to
effectuate the transactions contemplated in this Agreement. .In the event that Developer fails to comply with
the provisions:of this Section, Developer hereby appoints Franchisor as Developer’s attorney-in-factito execiite.
any and all documents on Developer’s beéhalf, as reasenably necessary to effectuate the transactions
contemplated herein:

26.  NoRightto Offset. Developer may not withhold all or any part of any payment to Franchisor
or any of its affiliates:on the grounds of the alleged nonperformance of Franchisor or any of its affiliates or as
an offset against-any’amount Franchisor or any of its affiliates: may owe-or dllegedly owe Developer under this
Agreement or any related agreements.

27. Entire: Agreement. This Agreement contains the entire agreement between the partiés.
concerning Developer’s development rights within the Site Selection Area; no promises, inducements or
representations (other than those in the. Franchise Disclosure’'Document) not contained in this Agreemeént have
been made; nor will any be of any force or effect, or binding on the parties, Modifications.of this Agreement
must be in writing and signed by both parties. Franchisor reserves the right to change Franchisor’s, policies,
procedures, standards, specifications:or manuals at Franchisor’s discretion. In the event-ofa conflict between
‘this Agreemerit and any Franchise Agreement(s), the terms, conditions and intent of this. Agreement will
control. Nothing in this Agreement, or any related agreement, is intended to disclaim any of the representations
Franchisor made to Developer in the Franchise Disclosure. Document-that Franchisor provided to Developer.
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IN WITNESS WHEREOF, AND INTENDING TO BE LEGALLY BOUND HEREBY, THE PARTIES
HERETO HAVE CAUSED THIS AGREEMENT TO BE EXECUTED EFFECTIVE THE DATE
FIRST SET FORTH ABOVE.

SWEETWATERS GROUP LI.C DEVELOPER: E
Print Name: IF AN INDIVIDUAL:
Date: By:

Print Name;

Date:

Spouse: Signature: !

Spouse;Name:

Date: L . !

IF A PARTNERSHIP, CORPORATION, OR
OTHER ENTITY:

By:

Print Name:

Title: 7 _

Date: - i

Owner'Signaturce~

Owrer Name: .
i
Date:

Ovmer'Signature: _

Owner'Name:

Date:
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EXHIBIT A to DEVELOPMENT AGREEMENT
DATA SHEET
1. Site:Selection Area: The Site Selection Area, as'referred to in Section 1 of the. Development.

Agreement, is described below (or an attached map) by geographic boundaries .and will corisist of the
following area or areas:; '

2. Development Schedule. The Development Schedule referred to in' Section 5 of the
Development Agreement is as follows; .
!

‘Expiration:of Development Period # of New Franchised Businesses Cumulative # of Franchised
(each, a “Dévélopment Period”) Opened Within Development. Businesses that Must Be Open |
. Period. and Operating
___ Months'from Effective. Date
___ Monthsfrom Effective.Date ]

___Months:from Effective Date

—_ Monthsfrom Effective Date — |

— Monihs from Effective Date

___ Months:from Effective.Date

L Months: from Effective Date '

- ___Months from Effective Date

- Months.from Effective.Date

| __ Months.from Effective. Date

APPROVED AND ACCEPTED BY: DEVELOPER

SWEETWATERS GROUP LLC _ - ,7 5
(Individual, Pattnérship or Corporation Name)

By: By:

Tutle: Title: .

Date: . Date: _

2018'Development Agreement
©2018iSweetwaters Group LLC



EXHIBIT D
TO THE SWEETWATERS GROUP, LLC
FRANCHISE DISCLOSURE DOCUMENT

LIST OF FRANCHISEES AS OF DECEMBER 31,:2017

State.

Franchisee Address I City Zip Phone
Paul Ajlouny 735.W. Cross St. - Ypsilanti MI 48197 737-340-6865
Majek LLC 407 North Fifth Avenue | Ann Arbot | MI 48104 | 734-622-0084
Chris Hutton I
' PGC Coffee, LLC 3393 Plymouth Road | Ann Arber | MI 48015 | 734-327-6330
ThomasLasky | I , |
' Green Bright, LLC' 604 E. Liberty Street “Ann Arbor | MI 48104 734-929-2398. ‘
Sheila Qin Li | ! _ |
| Kristina and Geoffrey | 578 McKinley Circle | Canten Ml 8188 734-968-3730 \
Wilson | | 1

LIST OF FRANCHISEES THAT SIGNED FRANCHISE AGREEMENTS BUT ARE NOT YET
OPEN AS-OF DECEMBER 31,2017

i Franchisee Address City State Zip Phone
David Greenberg 6900 E. Princess Dr. 1159 | Phoenix AZ | 85054 |(516)721-5311
Naresh Peshavaria’ | 4175 Arbolado Drive Walnut. CA  |94598 |(925)457-4578
‘ Creek 1 |
- Vladimir Volkov 1500 Newell Ave. ‘Walnut. CA 94596 | (510) 410-6249 |
: Creek ‘ '
Prasad Eadara! 12216 .S. Great Plain Way: | Parker CO 80134 | (810)373-2224
{ Danié¢l Sullivan 92 Pierce Blvd Windsor CT 06095 | (609) 760-8640
| Seema Rao 4759 Terquay Court Suwanee GA 130024 | (678)983-5954 |
| Stephanie Beck 1094 Abseguami Trail Lake Orion | MI 48346 | (310) 986-1996
| Michael Herblet I | 5533 Egypt Valley Belmont MI 49306 | (616)581-5692 |
| Kristen, Jackson 5616 Versailles Ave. Ann Arbor | MI | 48103 | (734) 476-9889 |
| Lisa Shaughnessy” | 1120 2nd Street South, Minneapolis | MN' | 55415 | (651)269-1717 |
; , Unit 903 o B
| Kingsley Sosoo** 7113 Peri Lane. Brooklyn [ NY 11234 | (917) 349-5131 |
Scott Stallings® 721 Governor Morrison | Charlotte NC [ 28211 | (919)601-0602
St., #106 ‘ :
| Tom Mckeever? 6922 Stillwater Cove Westerville | OH | 43082 | (614) 318-3303 |
["Sudhindra 6757 Blue Holly Dr. Lewis OH | 43035 | (614)370-5337
Jadcherl'” Center o |
| Sean Whitmore' 1503 Dell Road Peninsula OH 44264 | (303) 910-7181 |
Matthew J. O'Donel? | 19190 NW Athena Street | Portland | OR 97229 | (503) 351-6100 |
Greg Dodd"? 2532 Heyward St. Columbia [SC  |29205 | (803)606-8606 '
Laura Chatham® 6821 Studebaker Dr. | M¢Kinney | TX 75071 | (214) 762-8028 |
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;Tylier'Hédégard} 713 Clear Stream Austin TX 78753 | (415)314-0851 |
] Crossing 7
Akins Macaulay' 80 Sundrop Dr. Little Elm | TX 75068 | (508)472-5538

"This franchisee has.signed a Development Agreement for. the right to develop two. (2) franchised ‘Cafés.
This franchisee has signed'a Development Agreement for the right to develop.three (3) franchised Cafés.
3This franchisee signed a Development Agreement or Franchise Agreement in 2018.
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EXHIBITE.
TO THE SWEETWATERS GROUP, LL.C
FRANCHISE DISCLOSURE DOCUMENT

LIST OF FORMER FRANCHISEES THAT LEFT FRANCHISE SY.STEM IN 2017 FISCAL

None.
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EXHIBIT F

TO THE SWEETWATERS GROUP, LLC
FRANCHISE DISCLOSURE DOCUMENT

LIST OF AGENTS FOR SERVICE'OF PROCESS
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LIST OF STATE ADMINISTRATORS |

California Department of Business Oversight
TOLL FREE 1-(866) 275-2677

LA Office

320 Wiest 4th Street, Suite 750
Los Angeles, CA 90013-2344.
(213) 576-7500

Sacramento Office

1515 K Street, Suite 200
Sacramento, CA 95814-4052
(866) 275-2677

San Diego Office

1350 Front Street, Room 2034
San Diego, CA 92101-3697
(619) 525-4233

San Francisco. Office

.One Sansome St., Suite 600
San Francisco, CA 94104
(415).972-8559

Florida Department of Agricultural
and Consumer Services

Division of Consumei-Services
Mayo Building, Second Floor
Tallahassee, Florida 32399-0800
(904) 9222770

Commissioner of Securities 'of the State of Hawaii

Department of Commerce and Consumer Affairs
Business Registration Division

335 Merchant Street, Room 203.

Honolulu, HI 96813

(808) 586-2722

Illinois Attorney General
500 South Second Street
Springfield, IL 62706
(217) 782-4465

Indiana Secretary of State

‘Securities Division

302 West Washington Street, Room E-11
Indianapolis, IN 46204

(317)232-6681

‘©2018 Sweetwaters Group; LLC
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Kentucky Office:of'the Attorney General
Consumer Protection Division. ‘
P.O. Box 2000 '
Frankford, KY 40602

(502) 573-2200

Maryland Office:of the: Attorney General
Securities. Division

200 'St. Paul Place

Baltimore, MD 21202

(410) 576-6360

Michigan Departrent of the Attorney General
Consumer Protection Division |
Attn: Franchise Section !
525 W.. Ottawa Street

G. Mennen Williams Building, I** Floer
Lansing, MI 48933

(517)373-7117

Minnesota Depariment of Commerce
857" Place East, Suite 280

St: Paul, MN 55101-2198

(651) 539-1500

Nebraska Department of Banking;and Finance
1200 North Street, Suite 311

P.O..Box 95006

Lincoln, NE 68509-5006

(402) 471-3445,

Office of the New York State Attorney General
Tnvestor Protection.Bureau

Franchise Section

Attention: Barbara Lasoff

28 Liberty- Street, 15™ Floor

New York, NY 10005

(212).416-6042 Fax

North Dakota Securities. Department
State Capital, 5" Floor

‘600 East Boulevard Avenue
Bismarck, ND 58505-0510
(701).328-2910



Oregon Department of Consumer
dnd Business Services

Division of Finance.and Corporate
Securities labor'and.Industries
350 Winter Street, NE, Room 410
Salem, OR 97310-3881

(503) 3784140

Director, Department of Business Regulations

Rhode Island Division of Securities
233 Ricﬁmbnd, Street; Suite:232
Providence, R1 02903-4232.

South Dakota Departmerit of Laboi-and
Regulation

124 8. Euclid, Suite 104

Pierre; SD 575012017

(605) 773-3563

Statutory Document Section
Texas Secretary of State
P:O. Box 12887

Austin, TX 78711

(5112) 475-1769

©2018 Sweetwaters Grotip, LI:C
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State of Utah

Division of Consumer Protection
P.O. Box 45804

Salt Lake City, Utah 84145-0804
(801) 530-6601

State Corporation Commission

Division of Securities and Retail Franchising,
1300 East Main Street, 9% Floor ,
Richmond, VA 23219 ]
(804) 371-9051 '

State of Washington

Director, Department of Financial Institutions
Securities Division |
150 Israel Road SW

Tumwater, WA 98501

(360) 902-8760

Wisconsin :Cominissioner-of Securities
345 W Washington Awve., 4" Floor
Madison, WI 53703

(608) 266-8550



AGENTS FOR SERVICE OF PROCESS

Attn; Lisa Bee

‘Sweetwaters Group LLC
123. W. Washington Street
Ann Arbor; Michigan 48104

Commissioner of the Department of Business
Oversight

320 West 4" Street, Suite 750

Los Angeles, CA 90013-2344-

Commissioner, of the Department of Business
Oversight

One Sansoime St.; Suite:600

San Francisco, California 94104

Cominissioner of the Department of Business
Oversight

1515 K Street., Suite- 200

Sacramento; CA 95814

Commissioner of Securities of the State of
Hawaii

Department of Commerce and Consumer
Affairs

Business Registration Division

335 Merchant Street, Room 203
Honolulu, HI 96813

1llinois Attorney General
500 South:Second Street
Springfield, IL 62706

Indiana Secretary of State.

Securities Division,

302 West Washington Street; Room E-111
Indianapolis, IN 46204

Maryland Securiti¢s Commiissioner
Office of Attorney General
Securities:Division

200 St, Paul Place

Baltimore, MD 21202-2020

Michigan Department of Attorney General
Corisumer Protéction Division

Antitrust and Franchise Unit

P.O. Box 30054, 6546 Mercantile Way
Lansing, MI 48909
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Minnésota Department of Commeérce
Attn: Commissioner of Commerce
'85 7" Place East, Suite 280

St. Paul, MN 551012198

New York.Department of State
Attention: UCC

‘One Commerce Plaza,

99 Washington Avenue, 6th Floor
Albany, NY 12231
(518)473-2492.

North Dakota,Securities Commissioner
State Capitol — 5" Floor

600 E. Boulevard Avenue

Bismarck, ND 58505

Director, Department of Business Regulation
Division.of'Securities

Suite 232

233 Richmond Street

Providence, RI 02903-4232

South Dakota. Department .of Liabor and
Regulation

124 S. Euclid, Suite 104

Pierre, SD 57501-2017

(605) 773-3563

Clerk of the State Corporation Commission:
Tyler Building, 1* Floor

1300 East Main Street

Richmond, VA 23219

Director; Department of Financial Institutions
Securities Division

150.Israel Road; Southwest.

Olympia, WA 98501

‘Wisconsin Commissioner of Securities.
345 West Washington Avenue, 4" Floor
Madison, W1 53703

(608) 261-9555



| EXHIBIT G
TO THE SWEETWATERS GROUP, LLC
FRANCHISE DISCLOSURE DOCUMENT

STATE SPECIFIC ADDENDA

©2018 Sweetwaters Group, LLC
2018 Franchise'Disclosure:Document - Exhibits:



STATE SPECIFIC ADDENDA TO ERANCHISE DISCLOSURE DOCUMENT

ADDENDUM REQUIRED BY THE STATE OF CALIFORNIA

CALIFORNIA CORPORATIONS CODE SECTION 31125 REQUIRES THAT THE, FRANCHISOR
GIVE THE FRANCHISEE A DISCLOSURE DOCUMENT APPROVED BY THE DEPARTMENT OF

BUSINESS OVERSIGHT PRIOR TO A SOLICITATION OF A PROPOSED MATERIAL

MODIFICATION OF AN EXISTING FRANCHISE.

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.

Neither we norfany person or franchise broker identified in Item 2 is subject toany currently efféctive'order

of any national sécurities association or national securities exchange, as defined;in the Securities Exchange

Act of 1934, 15 U.S.C.A. 78a et seq., suspending or expelling these persons from membership in that
association or exchange.
|

The California Business and Professions ‘Code Sections.20000 through 20043 provide rights to you

concerning termination, transfer and non-renewal of a franchise. If the franchise agréeement contains a
provision that is inconsistent with this law; the law will control.

The. Franchise Agreement and Development Agreement provide for termination upon. bankruptcy. This
provision,may not be enforceable under federal bankruptcy law. (11 U:S:C.A. Sec. 101 et seq.).

You must sign a general release if you renew or transfer your franchise. California Corporations Code:
31512 voids a waiver of your rights under the Franchise Investment Law (California Corporations Code:
31000 through 31516). Business.and Proféessions. Code 20010 voids a waiver of your rights under the.

Franchise Relations Act (Business and Professions Code 20000 through 20043).

The Franichise Agreement arid Development Agreement contain a.covenant not to compete:which extends:

beyond the termination of'the franchise. These provisions may not be enforceable under California law.

|
THE FRANCHISE AGREEMENT AND DEVELOPMENT AGREEMENT REQUIRE APPLICATION
OF THE LAW ‘OF MICHIGAN. THIS PROVISION MAY NOT BE ENFORCEABLE UNDER
CALIFORNIA LAW.

The Franchise Agreement and Development.Agreement:require the parties'té resolve their-disputes through
non-binding' mediation and, if necessary, litigation. The mediation and litigation will be conducted in
Michigan, and you must reimburse' us our costs if we prevail in any. litigation proceeding. Prospective
franchisees are encouraged'to consult-private legal counsel to determine the applicability of Californiaand

féderal laws (such as Business and Proféssions. Code Section 20040.5, Code of Civil Procedure Section

1281, and the Federal Arbitration Act) to any provisions of a franchise agreement restricting, venue to a
forum outside the ‘State.of California,

Regarding our website, http://www:sweetwaterscafe.com, please note the following:

OUR WEBSITE HAS NOT BEEN REVIEWED OR APPROVED BY THE
CALIFORNIA. DEPARTMENT OF BUSINESS OVERSIGHT. ANY COMPLAINTS
CONCERNING THE CONTENT OF THIS WEBSITE MAY BE DIRECTED 'TO THE.
CALIFORNIA DEPARTMENT OF BUSINESS OVERSIGHT at www:dbo.ca.gov.
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ADDENDUM REQUIRED BY THE STATE OF ILLINOIS

The conditions under which the Franchise Agreement and/or Development Agreemerit can be terminated
and your rights upon nenrenewal may. be:affected by Illinois law (815 ILCS 705/19 and 705/20).

For choice of law purposes, and for the interpretation and construction, of the Franchise Agreement and
Development Agreement; Illinois law governs.

Jurisdiction and venue for-any disputeﬂariSing out of the Franchise Agreement or‘Deve/lmeen,tlAgre",e‘ment
shall be'in the State of Illinois except.in the case of mediation, which shall be conducted pursuant to terms
of the Franchise Agreement and/or° Developriént Agreement (as applicable).

Please: be advised that Franchisor has ‘obtained a surety bond in the amount of $109,000 to dem'()r%s’t‘rate
Franchisor’s financial capability to fulfill its pre-opening-obligations to franchisees that are subject to the
jurisdiction of the lllinois Franchise Act under the Franchise Agreement. The Illinois Attorney. General
imposed this requirement due to Franchisor’s financial conditien.

ADDENDUM REQUIRED BY THE STATE OF INDIANA

Neither Sweetwaters Group, LLC, its affiliate; nor .any person identified in Item 2 has any material
arbitration proceeding pending, or has during the ten (10) year period immediately preceding the date of
this Disclosure Document been a party to.concluded material arbitration proceedings.

The Franchise: Agreement and.Development Agreement contain a covenant not to compete which extends
beyond the termination of the franchise. These provisions may not be:enforceable under Indiana law..

7Indiana law makes -unilateral termination of a franchise unlawful unless there is a material violation of the
Franchise Agreement and/or Development Agreement and the termination is not done in bad faith.

Indiana law prohibits a prospective general rélease of claims subject to the Indiana Deceptive Franchise
Practices Law.

ADDENDUM TO REQUIRED BY THE STATE OF MARYLAND

For franchises and franchisees/developers subject to the Maryland Franchise Registration and Disclosure
Law, the following information replaces, supplements and/or otherwise amends, as the case may, be, the
corresponding disclosurés:in'the:main body of the:text-of the Sweetwaters'Group, LLC Franchise Disclosure
Document;

Item 17

The general release requi‘red’ as a condition to renewal, sale, and/or assignment/transfer shall not apply to
any liability under the Maryland Franchise Registration and Disclosure Law.

With respect tothis [tem’s discussion of our right'to terminate you upon your bankruptcy; this provision in
the Franchise Agreement may not be enforceable under federal bankruptcy law (11 U.S.C. §101 er. seq.).

A franchisee:may bring.a lawsuit in:Maryland for claimsarising under the Maryland Franchise Registration
and Disclosure Law.
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|
Any claims arising under the. Maryland Franchise Registration and Disclosure. Law.must be brought within
3 years after the grant of'a franchise.

Exhibit J to FDD

With respect to the Franchisee Questionnaire/Compliance Certification, all representations, requiring.
prospective franchisees to-assent to a release, estoppel or waiver of any liability are not intended to nor
shall they as act as a release, estoppel or waiver of any- liability incurred undér the Maryland, Franchise:
Registration.and Disclosure Law, '

ADDENDUM REQUIRED BY THE STATE OF MINNESOTA

In an Addendum to the Franchise Agreement, we agree to indemnify you against losses and Habilities for
which you are:held liable:in any proceeding arising out of your use of the mark “SWEETWATERS” orany
other trademark, service mark or logotype that you are authorized by us to use ‘with the. Sweetwaters
franchise. This indemnification is contingent upon you using the marks or logotypes in: accordance with
the provisions of the Eranchise Agreement. You are not granted any trademark rights under the.
Development Agreement.

We will comply with Minnesota Statute Section 80C.14 'subdivisions 3, 4 and.5 which require, €xcept in
certain specific-cases, that you be given 90:days’ notice of termination (with 60 days'to cure) and 180.days’
notice for non-renewal of the Franchisé Agreement and/or Development Agreement.

Minn. Stat. Sec. 80C.21 and Minnesota Rule Part 2860.4400], prohibit us from réquiring litigation to be
conducted outside Minnesota, requiring waiver of a jury trial, ‘or requiring the: franchisee to consént to
liquidated damages, termination penaltiés or judgment: notes. In addition, nothing in the Franchise
Disclosure Document or agreement(s) can abrogate or reduce any of your rights provided for in Minnesota
Statutes, Chapter 80C, or yourrights to any procedure, forum or:remedies provided for by the laws of the
jurisdiction.

Minn. Rule Part 2869.4400(d) prohibits: us from requiring that you assent to a general release as set forth

in Item 17 of this Disclosure. Document.

Nothing;in the Disclosure Document, Franchise. Agreement or Development Agreement shall affect your
rights under Minnesota Statute Section 80C.17, Subd. 5..

ADDENDUM REQUIRED BY THE STATE OF NEW YORK

All references to “Disclosure Document™ shall be. deemed to include the term “Disclosure Document” as
used urider New York law.

I

The State Cover Page. is-amendéd-to include the following additional Risk Factors:

5. THE FRANCHISOR MAY, IF IT CHOOSES, NEGOTIATE WITH YOU ABOUT
ITEMS COVERED IN THE PROSPECTUS. HOWEVER, THE FRANCHISOR
CANNOT USE THE NEGOTIATING PROCESS TO PREVAIL UPON A
PROSPECTIVE FRANCHISEE TO ACCEPT TERMS WHICH ARE LESS
FAVORABLE THAN THOSE-SET FORTH IN THE PROSPECTUS.
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Ttem 3 of this Disclosure Document is supplemented with the following: “Neither the ffaﬁchisfor‘,; its
predecessor, nor any person identified in Item 2, of an affiliate offering franchises under the franchisor’s
principal trademark:

A, Has :an administrative, criminal or civil action pending against, that person allegmg a
felony; a violation of a franchise, anfitrust or securities law, fraud, embezzlement,
fraudulent conversion, misappropriation of property, unfair or deceptwe practi¢es or
.comparable civil .or misdemeanor allegations. In :addition; neither the franchisor, its
predecessor, nor any person identified in Item 2, or an affiliate offering franchises under
the: franchisor’s principal trademark has any pending actions againSt them, other, than
routine litigation incidental to the business, which are: significant in the context of the
number-of franchisees and the size, nature or financial condition.of the franchise:system or
its business operations.

B: Has been convicted of a félony or. pleaded nolo contendere:to a felony charge. or, within
the ten-year period immediately preceding the application for registration, has| been
convicted of or pleaded nolo contendere to.a misdemeanor charge or has been the subject
of a civil action -alleging: violation of a franchise, antifraud or securities law, -fraud,
embezzlement, fraudulent conversion or misappropriation of property, or unfair or
deceptive practices or comparable allegations. ) '

C. Is: subject to a-currently effective injunctive or restrictive. order or decree relating to the
franchise, or under a Federal, State or Canadian franchise, securities, antitrust, trade
regulation or trade practice law, resultmg from a concluded or pending action or proceedmg
‘brought by a pubhc agency, or is subject to any currently effective order of any national
securities association or national securities exchange, as defined in. the Securities. and
Exchange Act of 1934, suspendmg or expelling such person from membership in such
dssociation or éxchange; or-isisubject to a currently effective: m_;unctwe or restrictive order
relating to any other business activity as a result of an action brought by a public agency
or department, mcludmg, ‘without limitation; actions affecting a license as a real estate
broker or sales agent.”

Item 4-of this Disclosure Document is:supplemented with-the following; “Neither the-franchisor, its affiliate,
its predecessor; officers, or general partner during the 10-year period immediately before the date of the
offering circular:

(a) filed.as debtor (or had filed against.it)a petition:to start.an action underthe U.S. Bankruptcy
Code;

(b)  obtairied a discharge of its:debts under the bankruptcy code; or

© was a principal officer of a company or a  general partner- in a partnership that either filed
as a debtor-(or had filed against it) a petition to start an action under the U.S. Bankruptcy
Code or that obtained a discharge of its. debts under the U.S. Bankruptcy ‘Code during or
within 1 year-after the officer or general partner-of the franchisor held this position.in the
company or partnership.”

Item 5 shall be supplemented with the following: “The franchisor uses'the:initial franchise fee to defray its.

costsof offering franchises and assisting franchisees-to start business. A portion of the initial franchise fee-
‘may. be:profit to the franchisor.”
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Item 17, Renewal, Terminatiofi, section d, is heréby-amended to provide:

The franchisee/developer may terminate:the agreement on any grounds available by law.

Item 17, Renewal, Termination, etc.,,section j,-Assignment, is hereby amended fo provide::

However, no assignment will be made except to an assignée who, in good, faith and judgment of the

franchisor, is willing and financially able to assume the franchisor’s obligations under ‘the
franchise/developer agreement.

Item 17, Renewal, Termination, section w, is.hereby-amended to provide:

The forgoing choice-of law should not be. considéeted.a waiver of any right-conferred upon the franchisor-or

upon the franchisee/developer by article 33 of the.General Business law of the state of New York.

ADDENDUM REQUIRED BY THE COMMONWEALTH OF VIRGINIA .
Iri recognition of the.restrictions contained in Section 13.1-564 of the Virginia.Rgtail Ftanchis,i,ng Act, the
Franchise Disclosure Document for Sweetwaters Group, LLC for usé in thé Commonwealth of Virginia
shall beramended:as follows:
‘With respect to disclosures in Item 6 of the Disclosure' Document regarding a franchisee sééur’i'ng,
funds by selling securities in the franchise, be: advised that any securities offered or sold by .an
Investor Franchisee a$ part of its Sweetwaters Group, LLC Franchise must be either registered or
exempt from registration under Section 13,1-514.0f the Virginia Securities Act. ;

Additional Disclosure: The following statements are added to Item 17h:

Pursuant to Section 13.1-564 of the Virginia Retail Franchising Act, it is unlawful for a
franchisor to carcel a franchise without reasonable cause. If any ground for default or
termination stated in the franchise agreement does not constitute “reasonable, cause,” as
that term may. be defined in ‘the Vlrgmla Retail Fianchising Act or the laws. of Virginia,
that provision may. not be enforceable.

ADDENDUM REQUIRED BY THE STATE OF WASHINGTON

The State ‘of Washington has a statute, RCW 19.100.180, which may supersede the Franchise Agreement
in your relationship with the Franchisor, including the areas of termination and reriewal of your franchise.
There may also be court decisions that may supersede thé Franchise Agreement in. your relationship' with
the Franchisor, including the areas. of termination and renewal of your franchise. Notwithstanding Item
17(d) of the Disclosure: Document to the ccontrary, franchisees may terminate the Franchise' Agreement
under any grounds permitted by law:

In: the event of a conflict of laws, the provisions ‘of the Washington Franchise Invéstment Protection Act,
Chapter 19.100 RCW shall prevail.

A release or waiver of rights executed by a franchisee shall not include rights. under thé ‘Washington
Franchise Investment Protection Act; except when exécuted pursuant to a negotiated settlement after the
agreement is in effect and where the parties are represented by independent counsel. Provisions stch as
those that unreasonably restrict.or limit the statute of limitations period for claims under the Act or rights
or remedies under the Act, such as a right to a jury trial, may ot be enforceable. !
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Transfer fees are-collectable to the extent that:they reflect the Franchisor’s reasonable estimated or actual
costs in effecting a transfer.

Due. to our financial condition, please be advised that. we have secured a surety bond in the amount. of
$100,000 to demonstrate our financial capability to fulfill our pre-opening obligations to
franchisees/developers under the Franchise Agreement and the Development Agreement that areisubject to
the jurisdiction of'the Washington Franchise Investment Protection Act, which is on file with the Securities
Division of the Washington Department of Financial Institutions.
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STATE SPECIFIC ADDENDA
TO THE FRANCHISE AGREEMENT AND DEVELOPMENT AGREEMENT

ADDENDUM REQUIRED BY THE STATE OF CALIFORNIA

The California Business and Professions Code Sections- 20000 through 20043 ‘provide riglits to you
concerning termination, transfer and non-renewal of a franchise. If the Franchise Agreement/Development
Agreement contains a provision that is inconsistent with the law, the law will control.

You mist sign a general release if you renew or transfer your franchise.. California Corporations Code
31512 voids a waiver of your rights under the Franchise Investment Law (California Corporations Code
31000 through 31516). Business and Professions Code. 20010 voids a waiver of your rights under the:
Franchiise Relations Act (Business and Professions Code 20000 through 20043).

. } . I
The: Franchise Agreement and Development, Agreemefit contain a covenant not to-compete which extends
beyond the termination of'the franchise. These provisions may not be enforceable under'California law.

THE FRANCHISE AGREEMENT AND DEVELOPMENT AGREEMENT REQUIRE APPLICATION
OF THE LAW OF MICHIGAN AND A FORUM LOCATED IN MICHIGAN. THESE PROVISIONS
MAY NOT BE ENFORCEABLE UNDER CALIEORNIA LAW.

‘The Franchise Agreement and Development Agreement.require non-binding mediation. The mediation will
occur at Franchisor’s headquarters, with the- prevailing party’s costs.and expenses to be borne by the other
party. Prospective franchisees.are encouraged:to consult private legal counsel to determine the applicability
of California and federal laws (such as Business and Professions Code Section 200405, Code of Civil
Procedure Section 1281, and. the' Federal Mediation Act) to any provisions of a franchise agreement
restricting venue to a forum outside the State-of California.

AADDENDUM REQUIRED BY THE.STATE OF ILLINOIS
Section 23 of the Franchise Agreement is hereby supplemented.as follows:

C. Receipt. Franchisee acknowledges that Franchisor is relying upon any acknowledgments
of receipt for Franchisor’s Franchise Disclosure Document for the State of Illinois and for
the completed original of this Agreemerit executed by Franchisée as to the:actual dates and.
fact of receipt for such documents. Franchisee acknowledges that it has had ample
opportunity to consult with its counsel and representatives regarding the content of this
Agreement and the Franchisor’s Franchise Disclosure Document.

D. DOCUMENTATION. FRANCHISEE HAS ATTACHED HERETO ANY WRITTEN
STATEMENT, REPRESENTATION, WARRANTY OR INFORMATION,
FURNISHED BY FRANCHISOR, OTHER THAN THAT INCLUDED IN
FRANCHISOR’S FRANCHISE DISCLOSURE DOCUMENT, IF ANY, REGARDING
THE POTENTIAL VOLUME, PROFITS OR EXPENSES OF A SWEETWATERS
FRANCHISE AUTHORIZED UNDER THIS AGREEMENT UPON WHICH
FRANCHISEE IS RELYING. IN MAKING ITS DECISION TO ENTER INTO THIS
AGREEMENT. ‘ ;

Notwiths’tanding Secﬁon 15 of the Franchise Agreement and Section 6 of the Development Agreement the

be affected by Illmms law (815 ILCS 705/19.and 705/20)
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Section 1(A) of the Franchise Agreement, .as well as Section 27 of the Development Agreement, is hereby
modified by adding the following text after the last sentence thereof:

The: parties expressly confirm that, there are no other oral or written agreements, “side-deals”,
arrangements :or understandings between them except as set forth herein and in Franchisor’s
applicable Franchise Disclosure Document..

Notwithstanding.anything to-the:contrary in, Section 21(A) of the:Franchise Agreement, as well as Section
11 of the Development Agreement, Illinois law shall govern this Agreement: anid the parties agree, that; to
the extent any legal action or proceeding;:arising out of or relating to these agreements is initiated and not
subject to mediation pursuant to Section 21(C) .of the Franchise Agreement or Section 13 .of the
Development Agreement, all such actions or proceedings shall be brought in Illinois courts.

Nothing in the Franchise Agreement or Development Agreement shall limit or prevent the enforcement of
any cause: of action otherwise enforceable: in Illinois or arising under the Illinois; Franchise Disclosure Act:
0f 1987, as amended.

Any condition, stipulation or i_provision. of the Franchise Agreement purporting to bind Franchisee to a,
waiver of compliance with the Illinois Franchise Disclosure Act of 1987, as.amended; is void.

Please be advised. that Franchisor has obtained a surety bond in the amount of $109;000 to demonstrate.
Franchisor’s financial capability to fulfill its pre-opening obligationsto franchisees that are subject to the.
jurisdiction -of the Illinois Franchise Act under the Franchise Agreement. The Illinois Attorney General
imposed this requirement due to Franchisor’s financial condition.

ADDENDUM REQUIRED BY THE STATE OF INDIANA

Section 21(D) of the Franchise. Agreement, as well as Section 14 of the. Development Agreement, aretiereby’
modified to provide that: (i) the acts déscribed in these Sections may cause: Franchisor irreparable harm;
and (ii).Franchisor is:entitled to seek (rather than obtain) restrainingorders or injunctive reliefiin accordance
with:the terms of these. Sections without the necessity* of posting a borid.

Section 13(E)(3) of the Franchise Agreement is hereby deleted in its entirety.

Section 15 of the Franchise Agreement; as well as Section 6 of the Development Agreement, are hereby
‘modified by adding the following subsection after the last:subsection‘thereof:

Indiana Law. :The .conditions, under which this Agreement can be terminated may be affected by
Indiana law [IC Stat. Sec. 23-2-2.5 and 23-2-2.7] which provides Franchisee ‘with certain
termination rights. )

Section 21(1). of the Franchise Agreement is hereby modified by deleting everything in the first s_‘entenc'e
thereof after the words “brought before the-expiration of” and before “and.that any.action not brought...
and replacing the deleted poition with “two (2) years after the violation of IC Stat. 23-2 and, with. respecL
to other claims, three (3) years. after discovery by the Franchisee/Developer of the facts constituting the
violation.”

Any covenant not to compete in the Franchise Agreement or Development Agreement which extends
beyond the termination of such agreement(s) (whichever are applicable) may not be enforceable under
Indiana law..
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of Ihe Deve‘lop,men,t Agreement the laws ‘of the State of Indlana shall govem the constructlon and
enforcement of these agreements. '

Section:2 I(E) of the Franchise Agreement, as well asiSection 15-of the Development Agteement, are hereby
modified by adding the following text as the last sentence thereof:

This provision shall not in any. way -abrogate or reduce any rights of Franchisee as
provided for under Indiana law ‘including, but not limited to, the right:to submit matters
to the jurisdiction of the courts.of Indiana.

AMENDMENT TO THE FRANCHISE. AGREEMENT AND DEVELOPMENT AGREEMENT
REQUIRED BY THE STATE OF MARYLAND

In.recognition of the requirements of the:Maryland Franchise Registration and Disclosure Law, the
parties to the attached Sweetwaters Group, LLC Franchise Agreement and Development Agreement agree
as follows:

1. Sections 15(A)(2) of the: Franchise Agreement and Section 6.2(ii) of the Development
Agreement are hereby supplemented and-amended as follows:

The termination of this. Agreement for this reason may not be:enforceable under federal
bankruptcy law (11 U.S.C. §101 et seg.).

2. Sections 3(B)(5) and 13(E)(3) of the Franchise Agreement are:hereby supplemented. and
amended as follows: ‘

The general release required as a condition to renewal, sale, and/or assignment/transfer
shall not apply to‘any liability under the Maryland Franchise Registration and Disclosure
Law,

3. Section 21(E) of the Franchise.Agreement:and:Section 15 of the Development Agreement
are hereby supplemented and amended as' follows: :

Franchlse Reglstratlon and Disclosure Law

4. Section 21(I) of the: Franchise: Agreement .and the Development Agreement are hereby:
supplemented and amended as follows: |
Any claims arising under the Maryland Franchise Registration and Disclosure Law must
be brought within 3 years after the grant of the franchise.

5. The Franchise Agreement and Development Agreement are hereby supplemented arid
amended as follows:

All representations requiring: prospective franchisees to ‘assent to a release, estoppel of
waiver of liability are not intendedto nor shall they act as a release, estoppel o waiver of’
any liability incurred under thé Maryland Franchise Registration and Disclosure Law.
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ADDENDUM REQUIRED BY THE STATE OF MINNESOTA

The Sections of the Franchise.Agreement and Development regarding your obligation‘to execute a general
release upon assignment or renewal are deleted in their entirety in accordance with Minnesota Rule Part
2860.4400(D).

Section 7(Q) of the Franchise Agreement is hereby deleted in its entirety and replaced with the; following
language:

Q.  Franchisor agrees to indemnify Franchisee from and against any losses, liabilities
and damages for which Franchisee is held liable by a court of competent
jurisdiction in .any proceedingarising solely out of Franchisee’s use of the mark
“SWEETWATERS” @nd all other trademarks, service marks and associated
marks and symbols utilized by Franchisee pursuant to-this Agreement, provided
such use is in accordance with and pursuant to the provisions: of this Agreement.
The foregoing indemnification is conditioned upon the following: Franchisee
must (i)provide written notice to Franchisor of any claims subject to
indemnification hereunder within twenty (20) days of Franchisee’s receipt of any |
written information pertaining to'such.claims, (ii) tender the defense of the:claims
to Franchisor if Franchisor so desires, and (iii) permit Franchisor to have sole
control of the defense and settlement of any such claim,

Section 15 of ‘thé Franchise Agréement, as well as Section 6 of the Development. Agreement, are hereby
modified to.add:the following subsection after-the last:subsection therein:

Mirinesota Law. The conditions under which this Agreement can be terminated

or not renewed may be affected by Minnesota law which provides Franchisee

with certain termination and non-renewal rights. Minnesota Statute Section

80C.14, subdivisions 3, 4 and 5 require, except in certain specified cases, that

the Franchisee:be given ninety (90) days’ notice of termination (with. sixty (60)

days to cure) and one hundred eighty. (180).days’ notice for norizrenewal of the

Franchise Agreement.
Section:21(D)of the.Franchise Agreement, as well as Section 14 of the Development Agreement, are hereby
modified by'adding the word “seek to” in the first sentence thereof after the:word “to” and before the word

“obtain.”

Section21(E) of the Franchise-Agreement, as well as:Section 15 of the Developmeént Agreemeént; are hereby
modified by adding the following text as:the. last:sentence-thereof’

an Stat Sec 80C.21 and anesota Rule Part 2860 4400J prohlbn us
tnal or requmng the franchisee to consent to llquldated damages_ .terml_nat_lon penalties Qr
judgment notes. In-addition, nothing:in the:Franchise Disclosure Docuient or agreement(s)
can abrogate of reduce:any:of your rights provided'for in Minnesota Statutes, Chapter 80C,
or your rights to any procedure, forum or remedies provided for by the laws. of the
Jurisdiction. !

Section 21(1) of the Franchise' Agreement is.hereby modified' by replacing all references of “one year” time
limit to “three years” time limit fo institute claims.
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\
Nothing in the Franchise Agreement or Development, Agreement is intended to :abrogate or reduce any
rights of the Eranchisee as provided for in Minnesota Statutes, Chapter 80C. '

ADDENDUM REQUIRED BY THE STATE OF NEW YORK

Notwrthstandmg any provision of the Franchise Agreement, all rights:enjoyed by Franchisee and any causes.
of‘action afising in its favor from the provisions of Article 33 of the General Business Law of the State.of
New York and the regulations issued thereunder shall remain‘in force, it being the intent of this proviso that.
the non-waiver provisions.of the General Business Law of the State.of New York Sections 687.4 and 687.5
be satisfied.

Section. 11(C). of the Franchise Agreement is hereby modified by adding the following sentence after the
last sentence/subsection thereof; “However, the Franchisee shall not be required to indemnify for any
claims to the extent such, claims arise: out of a breach of this Agreement or other civil ‘wrong of the
Franchisor.”

Any obligations imposed. on Franchisee as. a result of any changes made by Franchisor to its Manual
pursuant ‘to the terms of the Franchise Agreement or Development Agreemernt will not place an
unreasonable economic burden on Franchisee.,

Notwithstanding any provision of the Franchise Agreement or Development Agreement to: the contrary,
Franchisor will not transfer-and assign its rights and obligations under the Franchise Agreement unless the:
transferee. will be -able to perform the Franchisor’s obligations under the Franchise Agreement, in
Franchisor’s good faith judgment; so long as it remains: subject;to Article 33 of the General Business.Liaw
of'the State of New York.

Section 21(D) of the Franchise Agreement, as well as-Sectiori 714 of the Dévelopment Agreement, are'hereby
modified by adding the word “apply to” in the first sentence thereof after the word “to” and before the word
“obtain.”

‘Notwithstanding Sections 21(A) or 21(E) of the Franchise Agreement, or Sections. 11 or 15 of the
Development Agreement, respectively, the choice of law and venue provisions should not be construed.as
a waiver of any right conferred upon Franchisee by the provisions of Atticle 33: of the Genéral Busmess
Law of the State of New York.

ADDENDUM REQUIRED BY THE STATE  OF WASHINGTON

Notwithstanding anything -contained in the Eranchise Agreement and/or Development. Agreement, the
following provisions modify and/or supplement the Franchise Agreement:and/or Development Agreemerit:

The State of Washington has a statute, RCW 19.100.180, which may supersede the Franchise
Agreemient in Franchisee’s relationship with Franchisor including Sections 15 and 3(B).of the
Franchise Agreement -outlining the termination and renewal of the Franchised Business, or
Section 14 of the Development ‘Agreement outlining termination -of the. Development.
Agreement There may also be court decrsions whlch may supersede the F ranchlse Agreement
termination and renewal of the Cafe or Section 14 of the Development Agreement outlmmg
termination-of the Development Agreement.
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In any litigation as provided in Section 21(E).ef the Franchise Agreement:or Section 15 of the
Development Agreement involving a Café purchased in Washington, the litigation site shall be
eitherin the:state:of Washington, orin.a place'mutually agreed upon at the time of the 11t1gatlon
or as detérmined by the judge.

Notwithstanding:Section 2 (A) of the Franchise' Agreement or Section 11 of the Development
Agreement, ‘in the event of a conflict of laws, the provisions of the Washingtori Franchise
Investment Protection Act, Chapter 19.100 RCW, shall prevail.

A release or waiver of rights executed by Franchisee, as required by Sections 3(B)(6) and
13(E)(3) of the Franchise Agreement, shall:not include rights under the Washington Franchise
Investment.Protection Act except when executed pursuant to a negotiated settlement after the
Franchise Agreement is in effect and where the parties are represented by independent counsel.
Provisions such as these which unreasonably restrict or limit the statute of limitations period
for claims underthe Act, rights:or remedies underthe Act.such as a right to<a jury trial may not
be enforceable. » :

. |
Notwithstanding Section 13(E)(7)of the Franchise Agreement or Section 8 of the Development
Agreement, transfer fees are collectable to the extent that they reflect Franchisor’s reasqnab]e
estimated or actual costs-in effecting a transfer.

Section 4(A(1) of the Franchise Agreement and Section 2 of the Development Agreement are hereby
supplemiented with the following:

Due to our financial condition, please be advised that we have secured a surety bond in the amount of
$100,000 to:demonstrate our financial capability to fulfill our pre-opening obligations to franchisees under
the Franchise Agreement and/or Development .Agreement that are subject to the. jurisdiction .of the
Washington Franchise Investment Protection Act, which is on file ‘With the Securities Division of the
Washington Department of Financial Institutions

FOR RESIDENTSOF ALL:STATES LISTED IN THIS ADDENDUM '

Notwithstanding Section.23(A) of the Franchise Agreement or Section.27 of the:Development Agreement
to the contrary, this Addendum shall.not be merged with or into,.or superseded.by, the F ranchise Agreement
and/or Development Agreement (as applicable). In the event of any ‘conflict between the
,Franchlse/Development Agreement and this Addendum, this. Addendum shall be controlling. Except as
otherwise expressly set forth herein, no other amendments or modifications of the Franchise Agreemient
and Development Agreement,are intended or'made by the parties.
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Insert Applicable State(s):

THE REST OF THIS PAGE HAS BEEN LEFT INTENTIONALLY BLANK
SIGNATURES FOR ALL STATE-SPECIFIC ADDENDA ON THE FOLLOWING PAGE.

IN WITNESS WHEREOF, the parties hereto have duly. executed and delivered this Addendum on the day
and year first above written.

SWEETWATERS GROUP, LLC FRANCHISEE/DEVELOPER::
IF AN INDIVIDUAL:

Print Name: ] - By:.

Date: Print. Name:
Date:

Spouse: Signature:

Spouse Name:

Date:

IF A PARTNERSHIP, CORPORATION, OR
OTHER ENTITY:

Entity Name:

By:

Print Name:

‘Title:

Date:

‘Owner Signature: !

Owner Name:

Date:

‘Owner Signature:

Owner Name:

Date:

©2018 Sweetwaters Group, LLC A
2018 Franchise:Dis¢losuré Document-= Exhibits



EXHIBIT H
‘TO THE-SWEETWATERS GROUPR, LLC
FRANCHISE DISCLOSURE DOCUMENT

TABLE OF CONTENTS OF CONFIDENTIAL OPERATING MANUAL

©2018 Sweetwaters Group; LLE
2018 Franchise Disclosure-Document - Exhibits



OPERATIONS MANUAL OUTLINE 2018

STORE OPERATIONS MANUAL

TEAM MANUAL 30 pages’
SWEETWATERS 101 48 pages.
TRAINING MANUAL 67 pages

DRINKS & RECIPES MANUAL: 47 pages.
TEAM LEADER MANUAL 56 pages

CATERING MANUAL 18 pages

Total Pages: 266
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.GM MANUAL
HIRING

TRAINING

DAILY & BI-WEEKLY
MONTHLY

Total Pages: 66

16 paiges
22 pages
23 pages:

5 pages



EXHIBIT I
TO THE SWEETWATERS GROUP; LLC
FRANCHISE DISCLOSURE DOCUMENT

SAMPLE RELEASE AGREEMENT

In ‘consideration for the consent of Sweetwaters Group, LLC (the “Franchisor”), to the assignment by
(“Franchisee”) of its. interest in
that certain franchise :agreement wentered into by and between Franchisor and Franchisee -dated
(the “Franchise. Agreement”), Franchisee hereby remises, releases, and forever

dlscharges Franchisor, its- officers, directors and emiployees and agents, and their. respective successors,
assigns, heirs -and personal representatives; from all debts, covenants, liabilities, actions, and causes of
action of every. kind and nature, including but not limited to those arising out of or existing under the:
Franchise Agreement, the offer and, sale of the SWEETWATERS franchised business described therein,
and out of the franchise relationship between the: parties hereto, whether in law or in equity; from the
beginning of time to the date hereof. Franchisee acknowledgés that this Release is intended to release all
claims held by-any person against the parties:to be released, arising.out of any of the:matters to be.released.

This Release has been entered into and agreed to as of the day of 520"

FRANCHISEE:

By: .

Print Name:

By:

Print Name:

©2018.Sweetwaters Group; LLC
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EXHIBIT J
TO THE SWEETWATERS GROUP, LLC
FRANCHISE DISCLOSURE DOCUMENT

FRANCHISEE QUESTIONNAIRE/COMPLIANCE CERTIFICATION
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FRANCHISEE QUESTIONNAIRE/COMPLIANCE CERTIFICATION

As:you know, Sweetwaters Group LLC (“we”, “us”), and you are preparing to enter into‘a Franchise Agreement

and/or Development Agreement for the right to-open.and opérate one (1) or more SWEETWATERS, franchises

(each, a “Franchised Business™). The purpose of“this' Questionnaire: is to: (i) determine whether any statements
or'promises were made to you that we have. not authorized orthat may be untrue, inaccurate or misleading; (ii)
be certdin that you haye been properly represented in this transaction; and (jii) be cértain that'you understand the
limitations on claims you may make by reason :of the purchase and operation of your franchise. You cannot

sign or date this. Questionnaire the same day as the Receipt for the Franchis¢ Disclosire Document but

you miust sigh and date it thie same day-you sign the Development Agreement and/or Franchise Agreement,
and pay us the appropriate franchise/development fee. Please review each of the following questions
carefully and provide honest responses to each question. If you answer “No” to any of the questions below,
please explain;your answer-on the back of this sheet.

Yes  No 1. Have you received and personally reviewed the Franchise Agreement and/or
Development: Agreement, as well as each exhibit or schedulé attached to these
agreements, that you intend to enter into with us?

Yes No _ 2. Have you received and personally reviewed the Franchise Disclosure Document wé
provided?

Yes = No 3.  Did you sign a receipt for the Disclosure Document.indicating'the date ydu received
it?

Yes_ _No__ . 4. Do you understand:all the information contained in the Disclosure Document and the

Franchise Agreement you intend to énter into with us?

Yes  No 5. Have you reviewed the Disclosure Document and Franchise Agreement (and/or
' Devélopment Agreemerit)-with a lawyer, accountant or other professional.advisor and
discussed the benefits and risks of operating the Franchised Business(es) with these

professional advisor(s)? ' -

Yes No 6. Do you understand the success.or 'failure of your Franchised”Business(‘es) will depend
as well as: many factors beyond your control such as demographlcs of your Premlses
(or Site Selection Area), competition, interest rates, the:economy, inflation, labor and
supply costs, lease:terms and the marketplace?

Yes No. 7. Do you understand we have-only granted you certain, limited territorial rights under
the F.ranchise Agreement, and that we have reserved certain rights.inder the;Franchise
Agreemerit?

Yes_ No 8. Do you understand we ‘and our affiliates retain the exclusive unrestricted right to

engage; directly of through others, in the providing of services under the
SWEETWATERS mark or-any other mark-at.any'location (a) outside your Designated
Territory under the Franchise. Agreement and: (b) outside or within any Site Selection
Area granted uridér any Franchise Agreement or Development Agreement, without
regard to the proximity of these activities to you’re'the premises of your Franchised
Business(es) or Site Selection Ared?

©2018 Sweetwaters Group, LLC
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Yeés No 9.
Yes. _No 10.
Yes. No 11.
Yes No 12.
Yes No 13.
Yes No 14.
Y'es‘ NO‘ 15
Yess  No . . 1le.
Yes: No 17.
Yes N’o_ _ I8.
Yes. No 19.

©2018 Sweetwaters'Groiip, LEC

the Franchlse Agreement must be medlated at. our optlon at our then current
headquarters?

Do you understand the Franchise Agreement and Development Agreement provide:
that you can only collect: actual damages on any claim under or relating to the
Franchise Agreement and are not entitled to any punitive; consequential or other
special damages?

Do you understand the, sole entity or person against whom you may bring a claim
under the Franchise: Agreement or Development. Agreement is us?

Do you understand that the Franchiseé (or oné of its principals if Franchisee is an
organization), as ‘well as any Designated Managers (as defined in the Franchise
Agreement), must successfully complete the appropriate .initial, training program(s)
before we will -allow the Franchised Business to open or cofisént to a transfer of that
Franchised. Business?

Do you uniderstand that we require:you'to siccessful ly complete certain initial'training
program(s) and if you do not successfully.complete the:applicable training program(s)
'to our satisfaction, we may terminate your Franchise Agreement?

‘Do you understand that we.do not:have to'sell you a franchise-or additional franchises
or consent to your purchase .of existing franchises (other than those that you timely
fulfill your development obligations and have contracted to open under the

‘Developmerit Agreement, provided you have not. materially breached that agreement

'and failed to timely cure that breach)?

Do you understand that we will send written notices, as required by your Franchise
Agreement ‘and/or Development Agreement, to either your Franchised Business. or
home address until you designate a different address, by sendirig written notice to us?

Do you understand that we will not approve your pu_rchase of a SWEETWATERS
franchise, or we may immediately terminate your Franchise Agreement, if we are

prohibited from doing business with you under any anti-terrerism.law enacted by the

United States Government?

Is ittrue that no broker, employee or other person speaking on our behalf made any

statement or promise regarding the costs involved.in operating a Franchised Business
that is.not contained in the Disclosure Document or that is contrary to, or-different
from; the information contained in the Disclosure Document?

|
Is it true that no broker, employee or other person' speaking on our behalf made ‘any
statemient or promise regarding the actual, average or projected profits or, earnings,
the likelihood of success, the amount of money you'may earn, or the total amount of
revenue a Franchised Business will generate, that is not contained in the Disclosure
Docuiment or that i$ contrary to, or different fromi, the information contained.in the
Disclosure Document?

Ts it true that no broker, émployee or other person speakirig on our behalf made any
statement. or promise or .agreement, other than those matters addressed in your
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Franchise Agreement and/or Development Agreement. concerning adver’tis’ing,
‘marketing, media suppert, marketing penetration, training; Support service. or
Aassistance that is contrary to, or different from, the information contained ‘in the
Disclosure Document?

Yes.  No 20. s it true that no broker, employee or othér pérson providing services to. you on our
behalf has solicited or- accepted any loan, gratuity, bribe, gift-or'any other payment in
money, property or services from you in connection with a Franchised Business
purchase with exception of thosé payments of loans provided in the Disclosure
Document?

YOU UNDERSTAND THAT YOUR ANSWERS ARE IMPORTANT TO: US. AND THAT WE WILL
RELY ON THEM. BY SIGNING THIS QUESTIONNAIRE, YOU ARE REPRESENTING THAT YOU
HAVE CONSIDERED EACH QUESTION CAREFULLY AND RESPONDED TRUTHFULLY TO THE
ABOVE.QUESTIONS.

Signatire of Franchise Applicant Signature.of Franchise Applicant
Name (please print) Name: (please print)

Dated: _ . Dated:

Signature:of Franchise Applicant Signature-of Franchise Applicant
Name (please print) - Name (please print).

Dated: . , . Dated:

GIVE A COMPLETE EXPLANATION OF ANY NEGATIVE RESPONSES ON BACK OF THIS
PAGE (REFER TO QUESTION NUMBER)
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EXHIBIT K
TO THE SWEETWATERS: GROUP, LLC
FRANCHISE DISCLOSURE DOCUMENT

RECEIPTS
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RECEIPT (OUR COPY) ‘
This Disclosure Docurnent summarizes certain provisions of the Franchise: Agreément and. other
information-in plain language. Read this Disclosure Document and all agreements carefully.

If Sweetwaters Group, LLC offers you a franchise it miist provide this Disclosure Document: to you. 14
calendar day's before you.sign.a binding agreement with, or make-a payment to, the franchisor oran affiliate
in connection with the proposed. franchise'sale.

New York and Rhode Island require that we give you this Disclosure Document at the.earlier of the
first personal meeting or 10 business days before the-execution of the franchise or other agreements
or payment of any coiisideration that relates the franchise relationship. Michigan, Oregon and
Wisconsin require that we give you this Disclosure Document at least 10 business. days before the
execution of any binding franchise or other agreément, or the payment of any consideration,
whichever occurs first,

If Sweetwaters Group, LLC does not deliver this Disclosure Document on time or if it contains a false or
‘misleading statement, or a material omissieri, 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 the state
administrator identified in Exhibit F of this Franchise. Disclosure Document..

The Issue Date. of this Disclosure Document is April 30, 2018, amended as of June 4, 2018. A list of
franchisor’s'agents registered to-receive service of process is listed:as Exhibit F to this Franchise Disclosure
Document..

I'have received a.Franchise. Disclosure Document with an issue.date of April 30,2018, amended as of June
4, 2018, which contained the following Exhibits:, '

A. Financial Statements E. List of Former Franchijsées I. Sample Release.Agreement,
B: Franchise Agreement F. Agents for ‘Service of Process J. Franchisee:
C. Development Agreement G: State Specific Addenda ‘Questionnaire/Compliance
D. List of Franchiseés H. Table-of Contents 6f Confidential Certification

Operating Manual K. Receipts

A list of the names, principal business addresses, and telephone numbers of each franchise seller offering
this franchise is as follows: "
- Lisa.Bee and Woei Bee at 123 W.. Washington Street, Ann Arbor, Michigan 48104, (734) 769-2331.
- Angie Shaw, 46 Mansion Ridge Blvd, Monroe, NY 10950 (212) 912-0511
- Kurt Landwehr, 7472 Kimberly Ct. North, Maple Grove, MN 55311, (763) 423-9995
- Jason Barclay, 15716 Eagleviéw Drive, Charlotte; NC 28278, (704) 577-5302
- Peter Barkman, 230 Lehigh Drive, Richbore, PA 18954,.(215) 364-2453;
- Michael Mudd, 17 Via Diego, San Clemente, CA 92673,,(949)'201-9055.

Franchisee: If Franchisee is a Partnership, Corporation or
Limited Liability Corporation:
Print Name: o
Name:
Telephone Number: '
Title:
Date:
Company:
Address: _
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RECEIPT (YOUR coPY)
This Disclosure. Document summarizes certain provisions of the Franchise Agreement and other
information in-plain language. Read this Disclosure. Document:and all -agreements carefully.

If 'Sweetwaters Group, LLC offers you a franchise: it must provide this Disclosure: Document to you 14
calendar days before'you sign a binding:agieement with, or make a payment to, the franchisor’or an affiliate:
in‘connection with the proposed franchise sale.

New York and Rhode Island require that we give:you this Disclosure Document at the earliér of the
first personal meeting or 10 business days before the éxecution of the fraxchise or-other agreements
or payment of any consideration that relates the franchise relationship. Michigan, Oregon and
Wisconsin require that we give you this Disclosure Document at least 10 business days befoie the
execution of any binding franchise or other agreement, or the payment of any consideration,
whichever occurs first. '

If Sweetwaters Group, LLC does not deliver this Disclosure Document on timeé or if it contains a false of
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 the state
administrator identified in Exhibit F of this Franchise Disclosure: Document;

The Issue Date of this Disclosure. Document is April 30, 2018, amended as of June 4, 2018. A list of
franchisor’s agents registered to receivesservice of process is listed as Exhibit F to this Franchise, Disclosure

.Document.

I have feceived a Franchise Disclosure Document with :an issue date of April 30, 2018, amended as of

June 4, 2018, which contained the following. Exhibits;

A. Financial Statements E. List of FormerFranchisées L Samp]e Release Agreement
B. Franchise Agreement F. Agents for:Service of Process J. Franchisee
C. Development Agreement G. State Specific Addenda Questionnaire/Compliance
D. LList of Franchisees H. Table.of Contents-of Confidential Certification

Opetating Manual: K. Receipts

A list of the names, prin¢ipal business. addresses, and telephone numbers of each franchise seller offering
this franchise is as follows:

- LisaBee and Woei Bee, 123 W.. Washington Street; Arin: Arbor, Michigan 48104, (734) 769-2331.

- Angie Shaw; 46 Marision Ridge Blvd, Monroe, NY 10950 (212) 912-0511.

- Kurt Landwehr, 7472 Kimberly Ct. North, Maple Grove, MN 55311, (763):423-9995

- Jason Barclay, 15716 Eagleview Drive, Charlotte, NC 28278; (704) 577-5302

- Peter'Barkman, 230 Lehigh Drive, Richbore, PA 18954,.(215) 364-2453

= Michael Mudd, 17 Via Diego, San Clemente, CA 92673,.(949) 201-9055

Franchisee: If Franchisee is a Partnership, Corporation or
Limited Liability Corporation:
Print Name:
Name:
Telephone Number: '
Title:
Date:
Company:
Address:
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