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TEA O’LA, INC.
154 W. Valley Blvd.
San Gabriel, CA 91776
www:teastation.us

INFORMATION FOR PROSPECTIVE FRANCHISEES
REQUIRED BY FEDERAL TRADE COMMISSION

TO PROTECT YOU, WE HAVE REQUIRED YOUR FRANCHISOR TO GIVE YOU THIS
INFORMATION. THIS DISCLOSURE DOCUMENT SUMMARIZES CERTAIN )
PROVISIONS OF YOUR FRANCHISE AGREEMENT AND OTHER INFORMATION IN
PLAIN ENGLISH. THE TERMS OF YOUR. AGREEMENT WILL GOVERN YOUR
FRANCHISE RELATIONSHIP. WE HAVE NOT CHECKED IT, AND DO NOT KNOW IF
IT IS CORRECT.. IT SHOULD HELP YOU MAKE UP YOUR MIND: STUDY IT
CAREFULLY. YOU MUST RECEIVE THIS DISCLOSURE DOCUMENT AT LEAST 14
CALENDAR DAYS BEFORE YOU SIGN A BINDING.AGREEMENT WITH, OR MAKE
ANY PAYMENT TO, THE FRANCHISOR OR AN AFFILIATE IN CONNECTION WITH
THE PROPOSSED FRANCHISE SALE. NOTE, HOWEVER, THAT NO GOVERNMENT
AGENCY HAS VERIFIED THE INFORMATION CONTAINED IN THIS DOCUMENT.
WHILE IT INCLUDES SOME INFORMATION ABOUT YOUR CONTRACT, DO NOT
RELY ON IT ALONE. TO UNDERSTAND YOUR CONTRACT. READ YOUR ’
CONTRACT CAREFULLY. BUYING A FRANCHISE 1S:A COMPLICATED !
INVESTMENT. TAKE YOUR TIME TO DECIDE. IF POSSIBLE, SHOW YOUR ‘
CONTRACT AND THIS INFORMATION TO AN ADVISOR, LIKE A LAWYER OR AN
ACCOUNTANT. IF YOU FIND ANYTHING YOU THINK MAY.BE WRONG OR
ANYTHING IMPORTANT THAT HAS BEEN LEFT OUT, YOU SHOULD LET US KNOW
ABOUT IT. IT MAY BE AGAINST THE LAW.

THE INFORMATION IN THIS DISCLOSURE DOCUMENT CAN HELP YOU
MAKE UP YOUR MIND, MORE INFORMATION ON FRANCHISING, SUCH AS THE
FTC!S“CONSUMER GUIDE TO BUYING A.FRANCHISE,” IS AVAILABLE FROM THE
FTC. YOU CAN CONTACT THE FTC AT 1-877-FTC-HELP OR BY WRITING TO THE
FTC AT 600 PENNSYLVANIA AVE. NW, WASHINGTON, DC 20580. YOU CAN ALSO
VISIT THE FTC'S HOMEPAGE AT WWW.FTC.GOV. FOR ADDITIONAL
INFORMATION. THERE MAY ALSO.BE LAWS ON FRANCHISING IN YOUR STATE.
ASK YOUR STATE AGENCIES ABOUT THEM.

FEDERAL TRADE COMMISSION :
WASHINGTON, D.C. 20580 ‘

Effective Date: April 4, 2018
i




FRANCHISE DISCLOSURE DOCUMENT

Tea O'La, Inc.

a California corporation.
154 W. Valley Boulevard
San Gabriel, CA 91776
(626) 288-1663
www.teastationusa.com

The franchises described in this offering circular-are for the: operation
of a TEA STATION® Outlet (“Outlet’) serving gourmet Asian tea, other
beverages and related food items. The initial license fee.is. $50,000 plus a
training fee of $7,500. The estimated initial investment required ranges from
$300,000 to $450,000.

This disclosure document summarizes certain provisions of your franchise |

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

The terms of your: contract will govern your franchise relationship. Don’t
rely on the disclosure document alone to understand your contract. Read all of
your contract carefully.

Buying a franchise is a complex investment. The infermation in this
disclosure document can help you make up your mind. More information on
franchising, such as “A Consumer’s Guide to Buying a Franchise,” which can
help.you understand how to use this disclosure document, is available from the:
Federal Trade Commission. You can contact'the FTC at 1-977-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.fte.gov for additional information.

Call your state agency or visit your public library for other sources of information
on franchising.

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

EFFECTIVE DATE: April 4, 2018




STATE COVER PAGE

Your state may have a franchise law that requires a franchisor to register
orfilewith a state franchise administrator before offering or selling in your state.
REGISTRATION OF A FRANCHISE BY A STATE DOES NOT MEAN THAT
THE STATE RECOMMENDS THE FRANCHISE OR HAS VERIFIED THE
INFORMATION [N 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 YOU HAVE TO RENEW YOUR FRANCHISE,
IF ANY, AND WHAT TERMS YOU MIGHT HAVE TO ACCEPT IN ORDER TO
RENEW.

Please consider the followmg RISK FACTORS before you buy this
franchise:

1 WE HAVE BEEN IN EXISTENCE FOR A SHORT PERIOD OF TIME.
THEREFORE, THERE IS ONLY A BRIEF OPERATING HISTORY TO ASSIST
YOU IN DECIDING WHETHER OR NOT TO MAKE THIS DECISION. THE.
SUCCESS OF YOUR FRANCHISE WILL DEPEND AMONG OTHER FACTORS
ON THE QUALITY OF YOUR WORK FORCE AND THEIR DEPENDABILITY.

2. THERE ARE CERTAIN STATE AND. LOCAL FOOD HEALTH
REGULATIONS REGARDING RESTAURANT OPERATION THAT YOU MUST
FOLLOW. '

3. THE FRANCHISE AGREEMENT REQUIRES THAT MOST
DISAGREEMENTS BE SETTLED BY ARBITRATION IN THE HOME COUNTY
(SAN GABRIEL, CALIFORNIA). OUT OF STATE ARBITRATION MAY FORCE
YOU TO ACCEPT A LESS FAVORABLE SETTLEMENT FOR DISPUTES. IT
MAY ALSO COST YOU MORE TO ARBITRATE WITH US IN CALIFORNIA
THAN IN YOUR HOME STATE.

4. THE AGREEMENTS EACH STATES THAT THE LAW OF THE STATE
WHERE THE FRANCHISOR'S PRINCIPAL PLACE OF BUSINESS IS

LOCATED (WHICH IS CURRENTLY IN CALIFORNIA) GOVERNS THE

AGREEMENT, AND THIS LAW MAY NOT PROVIDE THE SAME
PROTECTIONS AND: BENEFITS AS LOCAL LAW. YOU MAY WANT TO
COMPARE THESE LAWS. LOCAL LAW MAY SUPERSEDE THIS
REQUIREMENT IN YOUR STATE. PLEASE REFER TO THE STATE-SPECIFIC.

ADDENDA THAT ARE ATTACHED TO THIS DISCLOSURE DOCUMENT AS
EXHIBIT H FOR FURTHER DETAILS.




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

| 6. EACH FRANCHISEE MUST PROVIDE THE FRANCHISOR A
PERSONAL GUARANTEE FOR ALL OBLIGATIONS UNDER THE FRANCHISE
AGREEMENT.

7. THERE MAY BE OTHER RISKS CONCERNING THIS FRANCHISE.

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

THE EFFECTIVE DATES OF THIS DISCLOSURE DOCUMENT IN THE STATES WITH

FRANCHISE REGISTRATION LAWS ARE LISTED ON THE NEXT PAGE.
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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, lllinois, 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 following states having franchise registration and disclosure
laws, with the following effective dates:

State Effective Date i
California April 4,2018
Hawaii
llinois
Indiana
Maryland
Michigan
.Minnesota
New York

| North Dakota
| Rhode Island
| South Dakota ] i
| Virginia - '

| Washington -
Wisconsin
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ITEM 1. THE FRANCHISOR AND ANY PARENTS, PREDECESSORS AND
AFFILIATES

The Franchisor

To simplify the lahguage in this offering circular, the words "We", "Us" and "Qur'
mean the franchisor, Tea O'La, Inc. “You" or "Your" means the person, cofporation o
partnership buying a franchise from Us. Items expressed in bold face are forease of
reference only.

TEO O'LA, INC. was incorporated in California on August:30, 2013 to franchise
TEA STATION. outlets ("Outlets"). We do business under our corporate name as well
as under the trade TEA STATION®. We.do not do business under any other names.
Our principal business address is 154 W. Valley Bivd., San Gabriel, CA 91776. Our
phone number:is (626) 288-1663.

Our Predecessors and Affiliates:

We are a wholly-owned subsidiary of Tea Station, Inc., a California corporation
(“Company”), which was established in 1996 in California and owns and operates
fourteen (14) Outlets in the United States as of January 2018. Thirteen (13) of the
Company Outlets operate under the.name “TEA STATION" and are in Southern
California, and one. (1) is Nevada (which is operated under the name “TEA PLANET").
The first “Tea Station” Outlet in the United States was opened in October 1995.

Company is affiliated with Ten Ren Entérprise (Taiwan), which was established!
in 1954.and is a listed company in Taiwan having a fotal of 185 franchise Outlets
worldwide which operate under the name “Ten Ren's:Tea.” Ten Ren is Our
“Predecessor’. Predecessor together with the Company shall be referred to: herein
as, “Affiliates.” ’

Our agents for service of process are listed on Exhibit F. Neither We nor the:
Company conduct any. other business. or have sold franchises for any other lines of
business.

The Franchises Being Offered

Each Outlet features a modern, neat and classy design.and is weli-organized.
We are responding to the tea craze which has expanded from Asia in the 1990s to this
country.  Outlets offer a wide assortment.of tea drinks:from bubble tea (“boba”) milk
tea or tapioca milk to green tea, Taiwanese “icies”, milk shakes, ice creams :and
Taiwanese teas. Light meals called “Shacks” will be- served but ho alcoholic
beverages. The menu is enhanced with pictures of each available item.

Approximately 70% of Outlets’ sales are tea products. A franchised Outlet will also se

“snack” food products, which contain some. proprietary ingredients.

A franchised Outlet is similarto the existing Company Outlets but may offer
less food items and not contain a section for preparation of medicinal teas. Each
Outlet.follows a system (the "System") developed by the Company and Us. The

1
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System lincludes @ menu of specialty tea itéms and related products, recrpes and unique
names for such products, special food preparation techniques, attractive employee
clothing, a training program which includes instructions in the preparation of Our-food
products, suggested sales presentations and techniques; distinctive interior designs,
menu forms, advertising artwork and other materials and other business procedures
together with an Outlet Operations Manual (the "Manual").

The size of each Qutlet is approximately 1,500 square feet, seating up to 45-50
persons. Outlets emphasize well-trained, efficient and extremely personable managers
and servers and serve very high-quality beverage and food products. Outlets employ|
an average of 10 full-time: persons.

Several of Our menu items.include proprietary ingredients . and some supplles
use Our Marks. You must buy these items from Us or'the Company. See ITEM 8
below.

Our Franchise Agreement has an initial term of 3 years and is renewable for ene.
additional 3-year term (or the term of the Outlet's lease, if shorter). The initial fee is
$50,000 for each Outlet plus a $7,500 training fee; the monthly royalty is 4% of Gross
Sales. A copy of the Franchise Agreement is' attached as. Exhibit B.

‘We have a Franchise Development Committee, which has the exclusive authority
to approve all new franchises. You will first-file a Franchise Application (Exhibit.A) and
pay a deposit of $25,000, which will be refunded in full if You are not approved for a.
franchise and refunded less Our expenses if You fail to successfully complete Our.
training program.

If the Franchise Development Committee approves the Franchise Application,
We will sign it and return a copy to You. The Franchise Application then becomes a
contractual commitment between You and Us, subject to the conditions in the Franchise
Application, such as Your completion of training, obtaining all necessary permits and
licenses for the new QOutlet and payment of the balance of the initial franchise fee. |

Competition

The market for Your products is' primarily the general public and specifically that
segment that seeks to purchase food snack and tea beverage items. ,

The food service and beverage businésseés are highly competitive. You will
compete with a variety of beverage and food service establishments which may have
financial, personnel, and technical resources far greater than Us or You, including large
beverage chains and fast food chains. Some of these are large, international
companres Others are Iocally owned and operated The food and beverage service

B

regronal or natronal economic condltrons changes in consumer tastes and mcreases i
the number of, and particularly location of, competing well established independent
restaurants as well as ather stores and take-out facilities selling varieties of food and
othier specialty drinks and desserts. You will compete for business in this highly
competitive environment.
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Industry Requlation

Development and operation of food service and beverage outlets are highly-
regulated at the federal, state and local levels. These include: design and constructic
requirements and permits, Outlet health, safety and sanitation, employee tip reporting
employment conditions, alcohol and tobacco sales and usage, waste and hazard
materials handling and storage, advertising, access for disabled persons, advertlsmg
and food product labeling and menus. You should irivestigate the appllcablllty of these
and possibly other regulations in the area in which you are interésted in locating Your\
Outlet and should c¢onsider both their effect and the cost.of compliance.  You: will need
a business license, reseller's permit, health department license, and possibly other
licenses and permits. It will be necessary for You to obtain permits from a number: of

government agencies to construct Your Qutlet, and You will need to comply with health,
fire, safety, disabilities and other requirements.

|
|
|
|

n
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ITEM 2. BUSINESS EXPERIENCE ‘
TEA O'LA, INC.
Our directors, principal officers and other executives are:

President, Secretary, CFO, and Director: Yu-Liang “Jimmy” Huang

Mr. Huang has held these positions. since Our formation. He has been employed |
in the same:- positions with the Company since its inception.

We do not employ any franchise brokers.

ITEM 3. LITIGATION

|

|

No litigation is required to be disclosed in this disclosure document. ‘
ITEM 4. BANKRUPTCY |

No person previously identified in ITEMS 1 or 2 of this Disclosure Document: hasl

been a debtor in proceedings under the U.S. Bankruptcy Code required to be disclosec
in this ITEM.

ITEM 5. INITIAL FRANCHISE FEE

i
|
Initial Fee

The initial fee for-each new franchise Outlet is $50,000.00 plus a $7,500.00
training fee. You must pay Us $25,000 as payment towards the initial franchise fee |
when You submit a Franchise Application and the Training Fee before You start
training.  You will then pay Us the balance of the initial franchise fee in full at the. time ‘
the Franchise Agreement is executed, which will be after site approval.and training and|
before opening Your Qutlet, I You are not approved for a franchise, We will return ||
your initial deposit.  If You fail to successfully complete Our training course, We will
return the amount You paid Us less Our expenses.  If You have not within six (6) ’
months after signing the Franchise Agreement obtained Our approval for the site of |

3 |
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i
Your Outlet, the Application will be considered as abandoned and no refunds will be i
made. There are no refunds of these payments except for errors. ‘

i

We will make the refund to You after You sign documents acceptable to Us,
- including release, indemnification, and protection of Our confidential information, which
We may release.to You during the training. ,1

Layout Fees

‘You must use a licensed architect we approve at your expense to conduct a S|teJ
survey and to prepare as-built drawings for the Franchised Location after you sign a |
Lease for your Franchised Location and must submit‘the same to. usé within 60 days of

receiving site approval from us. Following our receipt ofthese materials, we will prowd'e

-

you with a preliminary floor plan layout and storefront rendering for the Franchised
Location based upon your as-built drawings, and with eur-prototype design developme
package. You must pay us $5,000 for the preparation of the preliminary floor pian Iayo
and storefront rendering when the as-buiilt drawings are. delivéred to you. This fee.is.
fully earned by use’'when paid and is not refundable under any circumstances.

Training Fees.

A one-time training fee of $7,500 (“Training Fee") shall be due to'us when the
Initial Franchise Fee is due and payable to us. The training program covers a 5-week
training course at:the Company Outlet located in San Gabriel for up to 2 persons.

——————— —r T =—=— _-_:-

Product Purchase Deposit

You will pay us a $10,000 product purchase deposit when signing your Franch se

Agreement. This deposit will be applied to any-invoices due to us for products which
remain unpaid for more than 30 days. If you fail to make a payment or make a late
payment, we will be entitled to deduct amounts owed to us: from this deposit. You must
replenish the deposit on demand. If any amount of this deposit remains :at the |
termination or expiration of the Franchise Agreement, the balance will be returned to
you.

Different Fees
We may reduce, defer or waive the Initial Franchise Fee, Initial Development

Fee, and Master Franchise: Fee if arid when we determine it is warranted by a unique o
compelling situation at our sole and absolute discretion.

r



ITEM 6. OTHER FEES

NAME OF FEE (1) . AMOUNT DUE DATE
| .

Franchise: Royalty Fee 4 % of Gross Sales (2) (3) | Weekly (3) |

Training Fee (4) ~ $7,500.00 Prior to Training |

Local Advertising (5) 2% of Gross-Sales Weekly (3)

Marketing Fund Fee: (6) Up to 2.5% of Gross.Sales | Weekly (3)

Layout Fee ~ $5,000 Before we deliver the as-
built drawings for your
Outlet to you

Required Materials (7)

Reasonable. Cost

As required by approved|

supplier or Us

Product Purchases ~ Varies On demand ;
Product Purchase - $10,000 Upon signing the
Deposit | Franchise Agreement |,
Additional Training | $500 per program Prior to Training :
(periodic:fraining '
seminars) \
Supplier Approval (8) - $500.00 When applied for '

Intranet Maintenance
Fee

May vary from year to year, 5

not to exceed:$1,000

Upon invoice

Website Maintenance
Fee

May vary from year to year,
not to exceed $1,000

Upon invoice

Late Fees

$150.00 plus interest on
late amounts at 10% or
highest legal rate

Upon invoice

Attomey Fees

Reasonable amountto

 prevailing party in any legal
- proceeding

Upon coenclusion of
proceeding

Transfer Fee

25% of then current Initial
Franchise Fee.

Before actual transfer

Renhewal Fee

$10,000.00

| Priorto.Renewal

Audit (9)

Reasonable: Accounting

 and Legal Fees

Upon invoice




PLEASE SEE THE IMPORTANT FOOTNOTES BELOW AND ON THE NEXT PAGE. '
Footnotes:

(1) You must pay all of these payments to Us or the Company. None of these fees.|
are refundable for any reason except errors.

i
(2) "Gross Sales" are all amounts accrued for sales in or from the Outlet. "Gross ||
Sales" does not.include sales taxes or proceeds from the sale of furniture, equipment ‘c-l:;r
similar items used in the Outlet.

|

(3) You must make all fees to Us by the third day of the following week or-as !
otherwise specified in Our Manual. i
I

(4)  This fee is for up to two persons. There will be an additional $1,000 fee'for each
additional person. Continuing training courses are tuition-free. unless We: 'a’re«chaf‘gedj
by third parties for use of facilities or personnel.. [f so, You must pay for'your share. of

these charges.

(5) This ‘Marketing Fee must be either spent by You in your local mgrke,t or
contributed to an Advertising Cooperative if one is established in Your trade area.

(6) We may increase the amount of this Fee up to one time each calendar year.
We will deposit the Marketing Fund Fee (2.5% of Gross' Sales) into a segregated
account to be used for System marketing purposes. See ITEM 11.

=TT

(7)° 'You must purchase proprietary ingredients and trademarked products from Us of
a supplier approved by Us. These materials alse include: our Outlet plans and i
specifications which You must buy from Us orthe Company and have revised as
necessary for Your site (subject to Our-approval). !

(8)  This fee is only required if You decide to propose another supplier for Our
approval.

(9)  In addition to any additional fees found due as a result of an audit of Your
financial records, You must pay Us Our Audit Fees if You have understated Gross
Sales by more than 2% of the actual Gross Sales found by the -audit.

ITEM 7. ESTIMATED INITIAL INVESTMENT

YOUR ESTIMATED INITIAL INVESTMENT:

TYPE OF EXPENDITURE AMOUNT METHOD. WHEN DUE 'TO WHOM

OF PAYMENT IS,

PAYMENT - | MADE

in Full Prior to

" Initial Franchise Fee and ‘ Lump Sum iing Outlet - Us
| Trsining Foo.(1) $57,500 ‘ Opening Outlet. ‘
Lease Deposit (2) $10,000°to Lump Sum Signing of Lease Lessor
~ $20,000




—— = T —
Utility-and OtheriSecurity $1,000 to ‘Lump Sum Obtaining services | Utilities .
Deposits $2,000 1
N N n
Permits and Licenses $15;000 to Lump Sum Upon invoice | Govermnment]
$20,000. Agencies |,
Leasehold Improvements $100,000t0 |- As Prior to:Openiing Su‘ppliers,»an!c]]
$130,000 Negotiated | ‘Outlet Contractors. |
Layout Fee. $5,000 Lump Sum Signing of Us |
Franchise 1
Agreement
Signage $3,000- As Incurred Upoh Invoice Supplier '
$5,000
Equipment $20,000 to As ] Upon Invoice Suppliers
$40,000 Negotiated .
Furniture and Fixtures ~ $30,000 to As Incurred Prior to:Opening Suppliers.
' $76,500 Outlet
Training Travel'to and None to As Incurred | During Training Airlines, _Hotéis.and
Living Expenses (3) $2,000 Outlets.
Initial Inventory  (4) $3,000 to. Lump Sum Upon Invoice Suppliers
$6,000
Product Purchase Deposit $10,000. Lump Sum Signing of | us
Franchise
Agreement. !
Grand Opening $1,500- As Incurred Prier to Opening Suppliers
$3,000 '
Miscellaneous (5) $2:000 to As Incurred Priorto ©Opening - Suppliers, Utilities,
) ) $3:000 . Us, Etc:
- Additional Funds — Three: $40,000'to Lump Sum Prior to Opening Employees, |
Months (6) $70,000 Suppliers, Utilities
I , $300,000-
TOTAL (7) $450,000 ‘
|

PLEASE SEE THE IMPORTANT FOOTNOTES ON THE NEXT PAGE.

FOOTNOTES: |

(1) You must pay 1/2 of the Initial Franchise Fee when You submit Your Franchise
Application and the balance when You sign the Franchise Agreement.

(2) These estimates are the initial lease costs and are based on the assumptlon that You will
lease Your Outlet. If you purchase the land and/or building, the cost will be substantlally
'more and vary widely based on the regional area and the specific location of the
premises. A typical Outlet contains approximately 1,500 square feet.of indoor space.
Most Outlets are located within small shopping centers. A lease nermally requires
payment of the first month's rent and a deposit equal to a second month'’s rent.

7 ’ I




(3) You must pay for the expenses of attending tralnlng, such as lodging, méals, trans-

(4) The initial inventory consists primarily of tea, food, other beverages, uniforms and

(5) You should have funds for one year's estimated insurance premium for property and|

portation and wages of trainees. This estimate is based upon training up. to two persons
for 5 weeks.

supplies. The amount will vary depending on the anticipated sales volume as well as
current market prices.

liability insurance. The cost of insurance varies depending on many factors such as
driving records and where the driver lives. You shouild contact your insurance agent and
obtain an estimate of Your actual insurance costs. You must obtain all necessary
business permits, franchise and approvals to operate the Outlet. This category includes.
'various itemis such as permit and license fees, legal and accounting feés and |
environmental impact fees. I
(6) This category includes estimated payroll, utilities, vendor; advertising, promotlon and|
" similar costs during the initial phase of a new Restaurant. We cannot guarantee that You
Will hot have additional expenses starting Yourbusiness. Your costs will depend on
factors such as how much You: follow the System and its procedures, the local market for
Restaurant preducts, the prevailing wage rate, competition, and the sales level reached
~ during the initial period.
(7) Except for security deposits, none of the above payments are expected to be refundable
‘We will not finance any of these payments. There may be other factors not listed that
may affect your initial investmeiit. If your éxpenses exceed the high amounts in one or
more categories your total investment could exceed the high estimate. We prepared these
estimates based on our own -experience. You should not plan to draw income, from the
operation during the start-up and development stage of your business, which could be
longer-than the three months covered by the table. You should have additional funds
available, whether'in cash orthrough a bank line of credit, or other assets which youimay-
liquidate or against which you may borrow, te cover othér expenses and other operating
losses during your start-up and development stage; or beyond. Except for security ||
deposits, nene of the-above payments are expected to be refundable. We will not |;
finance any of these payments.

ITEM 8. RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES |
- Except as described below; you have no obligation to purchase orlease from us
or from suppliers approved by us or in accordance-with specifications we ‘issue:
Goods, Services, Supplies, Fixtures, Equipment, Inventory, Real Estate to
Establish or Operate thé Franchised Business.

Real Estate. You are solely responsible for locating your Outlet site, subject to 1o
our acceptance. Unless, we notify you in writing, within 30 days after you have submifted
a site presentation package for a proposed site, or 10 days after receipt of additional
information which we request, whichever is later, that the proposed site is acceptable
the site will be deemed rejected. If your Outlet has not yet been constructed, or does not
meet our current standards fornew TEA STATION Outlet, you must cause the. Outletl“to
be constructed, equipped and improved in compliance with our specifications set forth in
the Manuals You may not relocate your Outlet without our prier written consent. !

If you do not already have a location when you sign your Franchise Agreemeﬁ't,
you must lease a site for your TEA STATION Outlet promptly following signing the
8
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Franchise Agreement. You must submit your proposed lease to us for approval at least
15 days before you sign it, and provide a fully signed copy within 15 days following |

signing. Our acceptance: of your lease is based solely on our own interests and does not

represent any guarantee or endoersement by us of the Outlet or confirmation that the
lease complies with applicable law or:that the terms of the lease: are favorable to you.
we accept the proposed site, we will netify'you of our preliminary acceptance: of the sit
subject to our further analysis, your successful negotiation of :a final law or purchase
agreement acceptable to us, and other reasonable conditions we may impose: Your
lease must not (a) obligate us in any manner, or (b) contain any prevision inconsistent
with your Franchise Agreement, including the: Lease Rider. In addition, 'your lease must
provide forthe following: (a) that the initial term of the Lease, orthe initial tefm togetherj
with extended terms, must be for not less than 3 years; (b) consent to your use of our
Proprietary Marks and signage ‘as we may require for the Outlet; (c) a restriction on the
use of the leased premises solely to the operation of the Franchised Business; (d) a
prohibition on any subleasing or assigning of the Lease without our prior written
consent; (€) that the landlord must provide us with copies of any and all notices of
defaults given to you under the Lease; (f) a provision granting us the right to enter the
Outlet to make: modifications necessary to protect the Proprietary Marks or the System
or to cure any default under your Franchise Agreement or under the Lease; and (g) a
provision granting us. or our designer the option, exercisable within 15 days after receipt
of any notice of default ortermination from the landlord, without the landlord’s further
consent, to-assume all of yourrights under the Lease, including the right to assign or
sublease the Outlet and the right to exercise all outstanding renewal options in
accordadnce with the provisions. of the Lease.

/._,“,__ -,

o
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You must construct, equip. and improve-the Outlet in. compliance with our
current design standards and trade dress. You may employ any architects and genera
contractors you desire, subject to our prior approval, and. all plans and medifications to
the: Outlet must be submitted to us for our review and acceptance before you start
construction. Unless we notify you in writing that the plans and modlﬁcatlons are:
accepted, they will be deemed rejected. We reserve the right, but not the obligation, to,':
grant you written authorization to-open your Outlet for business, which may be subject
to our satisfactory inspection of the Qutlet.

Goods, Supplies, Inventory, and Services. You must serve all and only the
products we authorize. You must purchase and maintain in inventory Proprietary
Products as needed to meet reasonably anticipated consumer demand. You must ||
purchase our branded products, including the tea products, syrups, certain menu |
ingredients, cups, bags, teapots, to go cup sleeves, napkins, chopsticks, small ware, |
serving dishes and tableware, uniforms, and other supplies excluswely from Us, the |

}
|

Compariy, orthe approved suppliers listed in the Manual which we have approved.

We may specify (i) certain beverages, food products, and other ingredients,
which are: produced or manufactured in accordance with our trade secrets, proprietary!
recipes, specifications and/or formulas, and (ii) certain packaging, POS: Systems ;
computer hardware, software, modems, and perlpheral equipment or other products, |
supplies, services and equipment. You may buy these items onlyfrom Us, the |
Company, or frem our designated suppliers. If you purchase any items: from Us or the|,
Company, we or the Company may derive profits from these purchases. We will not be
obligated to reveal our'trade secrets or the recipes, specifications and/or formulas of
Proprietary Products to you or any:third party. :

9




fixtures, furnishings, equipment, uniforms, supplies, paper goods, menus, packaging,
forms, computer hardware, software, modems and peripheral equipment.and other
products; suppliers; services, and equipment, other than Proprietary Products, which
you may ormust use or sell at the Outlet. You may use, offer; or sell only'those: non-
proprletary praducts that we: expressly. authorize and may purchase them from (i) Us or;
the Company, (i) suppliers we designate, or (iii) suppliers you select that we approve in
advance in writing. |

We maydesignate certain non- prbprietary food preducts, beverages, i‘ngredient§
!
%

Equipment & Fixtures: You must purchase and install, at your.expense, all
fixtures, furnishings, equipment (including a point-of-sale cash system), décor; and
signs as we direct. You may not install any merchandise, furnishings, interior or exterio
décor items, supplies, fixtures, equipment or utensils i your Outlet uriless they have |
been appreved by Us in writing. You must purchase these items from an approved
supplier. You are not ebligated to purchase from a particular approved seller, but must
use specific brands of equipment, and in some cases certain comparable brands. of
equipment may be acceptable, subject to. our prier written approval.

-

Computer Equipment: You must currently purchase or lease a POS computer
system and use the required financial reporting and inventory control software, or any
other brand we -approve, which meets the specifications then set forth in our Manuals. |
You must maintain your computer system.in good repair and working order, including }

|

installing program software updates we specify or 'supply or requnre you to purchase.
from approved vendors (See Item 11).

Approval of Suppliers: We, the Company, the Predecessor, and those suppliers
approved and ldentlﬁed in the Manual are approved, suppliers and may sell certain
supplies, inventory, mixes, syrups, ingredients, other food products, packagingand  |;
other materials to you and our other franchisees.

We will provide you with eur Manual and various supplemerital bulletins .and
notices that will contain the specifications, standards and restrictions on your purchase
of products and services. Upon request, we- will furnish to you an approved list of ‘
suppliers: which we may update periodically. You must operate your Franchised
Business in strict compliance with the standard procedures, policies, rules and
regulations contained in the Manual.

1

If you desire to purchase products from other than our approved suppliers, you !
must submit a written request to us for.approval of the proposed supplier, together wuth
any evidence of conformity with our standards and specifications as we may reasonah Iy
require, or shall request-the supplier itself to do se: We may inspect and. evaluate the !
supplier’s facilities and products before we approve or disapprove your proposed '
supplier, and you must pay all of our reasonable costs and expenses incurred in doing;
so0. You may not use a supplier before we approve the supplier’in writing. A stupplier
must demonstrate to our reasonable satisfaction that it can. supply'an item meeting our‘l
standards and specifications for the item, that it is in good financial standing in the. |,

business community and that its products and services are reliable. We will provide you
with our specifications .and standards, and our criteria for approval of suppliers and will
approve or disapprove a proposed supplierin 60-90 days. We will notify you if and'when
'we no longer approve a previously approved supplier. A supplier must continually
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adhere to our standards and specifications to maintain its approval. To purchase item
from us or any. of the approved suppliers, including the Company and/or the
Predecessor, you must use the form of purchase order we provide. We may change o
prices, delivery terms and other terms upon prior written notice, but our prices to. you w
be the same as the prices charged to similarly situated franchisees. We may negotlate
purchase arrangements with primary suppliers: for the benefit of franchisees. If we
negotiate a purchase agreement for'the region where your Outlet is located, you must
participate in the purchasing program.

D—2——
==

We estimate: that substantially all of your expenditures for leases and purchase
in establishing your Outlet and on an ongoing basis will be for goods and services whii
are subject to sourcing restrictions (that is, for which suppliers must be approved by U
or which must meet our standards or specifications).

=== —=—
=3

We have just begun franchising and 'have no information from franchised outlets
for previous years. It is impossible to estimate what proportion of our-total revenues w
be derived from sales of all approved items.

You will not receive: any material benefits from us or any. supplier other-than as
described above. We derive no benefit'from piirchases made: by franchisees other than
from our or-our Affiliate’s sale of the supplies and ingredients above described to. you, I
which is.sold to you at our wholesale cost plus a reasonable markup, nor do we prowd,
or withhold material benefits to you based on whether or not you. purchase through the
sources we designate or -approve (except, that your purchase of items from unapproved
suppliers would breach your Franchise Agreement and subject you to possible
termination. and other remedies. under applicable law).

CD

!

Presently, there are no purchasing or distribution cooperatives, but'we reserve |
the right to institute them in the future, |
|
|

Insurance. You must obtain and maintain during the term of the Franchise
Agreement (and the Sublease, if applicable) insurance policies protecting you, us; and
the Company. The insurance must be underwritten by insurers licensed and admitted to
write coverage in the state in which the Store is located and with a rating of “A” or
better. These policies must include the coverage fequired by us and the Company.:
which generally include: (a) “all risk” property insurance, including business. interruptioi
insurance, customarily obtained by similar businesses in the principal trade area; (b)
comprehensive general liability. insurance, including products and contractual; in an
amount of not less than $2,000,000 combined single limit; (¢) workers’ compensatlon
insurance for statutory limits.and employer's |Iabl|lty insurance in-‘an :amounit.not less
than $1,000,000. At least 10 days before any insurance s first required to be carried by
you, and after that at least 30 days.before the expiration of any policy, you must deliver
to. us, certificates of insurance evidencing the proper types and minimum amounts of “
required .coverage. If you do. not. maintain the required insurance, we may obtain the
insurance for you and charge you for its cost as well as our costs to obtain it. We will r
derive income from purchasing insurance for you.

T3
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We will lend you a Confidential Business Operations Manual which will contain
specifications and parameters developed by us and which you must strictly follow. Th
recipes, formulations, and specifications of all TEA STATION Proprietary Products ar:
trade secrets belonging exclusively'to Us. Any purchases. of unapproved products: or

11
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from unapproved suppliers in violation of the Franchise Agreement will entitle: us,

among other things, to. terminate your Franchise Agreement.
As we assess consumer preferences and trends in the marketplace and develop

modify our standards and specifications and our approved suppliers, and we: will notify

you of-these developments through amendments to our confidential Manual,
newsletters, or other forms of literature.

new marketing techhiques, products, and services, we anticipate that we will create: an%i
|
|
|
I

ITEM 9. FRANCHISEE'S OBLIGATIONS

THIS: TABLE LISTS YOUR PRINCIPAL OBLIGATIOMS' UNDER THE,

FRANCHISE AGREEMENTS (“FA”) AND FRANCHISE APPLICATION (“APP”), I]

‘WILL HELP YOU FIND MORE DETAILED INFORMATION ABOUT YOUR
OBLIGATIONS IN THESE AGREEMENTS AND IN OTHER ITEMS OF THIS

DISCLOSURE DOCUMENT.

i, g

Obligation, Section in Agreement ltem in Disclosure
' Document

) H
a. Site Selection and FA: §§1.2, 7.12 Items 8, 11 '%
acquisition/lease |
b. Pre-opening FA: §§1.2,5.4 ltems 7, 11, |
purchases/leases i
¢. Site development and FA: Article 5 tems 1, 5,7, 11
other pre-opening
requirements i
d. Initial and ongoing FA: Article 6 Items 1, 5,6,7, 11, 17
training
e: Opening FA: Article 5. items 1, 5,7, 11
f. Fees FA: Article 2 Items 1, 5,6, 7

g. Compliance with
standards and
policies/Manuals

FA: Articles 4, 5,6,7, 8,9

items 1,8, 17

h. Trademarks and
proprietary information

FA: Article 18, §9.2

Items 13, 14

FA: §§7.4,7.5

ltems 8, 16

i. Restrictionson
products/services offered
j. Territorial develop- FA:§1.3 ltems 1, 12 i

ment and sales quotas
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k. Ongoing product/
service purchases,

FA.§§7.4,75

items 8, 16

I. Maintenance, remod-
eling requirements,

FA: §§§7.7,7.8,7.9

Items 1‘1‘1‘, 17

m. Insurance

FA: Article. 12

ltems 7,8

n. Advertising

FA: Article 11

Items 6, 7, 11

0. Indemnification

FA: Article 19

Items 5, 13

p. Owner's participation/ FA: §7.10 item 15 ‘

management/staffing |

~q. Records/ Reports. FA: Article. 10 Items 6, 11 l

r. Inspeétions/Audits FA: §10.6 Items 6, 17 l

s. Transfer FA: Article 13 ltems 6, 17 \,

|

f. Renewal FA: §2.2 ltems 6, 17 |

u. Post Termination FA: Article 15 ltem 17 l

obligations ‘

v.. Confidentiality and FA: Article 9; §§§16.1, Items 5, 17 !

Non-competition 16.2, 16.3 |l

covenants

w. Dispute resolution FA: §23.2 ltem 17

!

|

13 (
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10. FINANCING

Neither we nor any Affiliate offer direct or'indirect financing. Neither we. nor any
Affiliate guarantee your note, lease or other obligation. There are noe waiver of defense
or similar provisions in any noté, contract or othér instrumented executed by franchisees
with us or an Affiliate. If you are a corporation, limited liability company, limited
partnership, or other business entity, we may require your shareholders, members and
limited partners to guarantee all of your obligations to Us under our Guaranty (Exhibit
D).

= N—"

ITEM 11. FRANCHISOR'S OBLIGATIONS i

Except as listed below, We need not provide any assistance to You.

A. Pre-opening. Before Youopen your business, We will:

1) Conduct an operations training course for You (Franchise Agreement,
Section 6.1). '

2) Loan You a copy of the Manual, in written and/or electronic form.. (Franchise,
Agreement, Section 3.4), The table of contents of Our Operation Manual is. Exhibit G.
The Manual consists of approximately 100 pages. You must keep the contents
confidential and may not copy, repraduce or divulge any of the information contained in
the Manual as it contains proprietary information. You must sign a confidentiality
agreement regarding the Manual prior to the release of the Manual to You. We may.ad
to, delete, supplement, or otherwise modify the contents of the Manual. You must
promptly insert any revised pages or other forms of supplements into the loaned copy ¢
the Manual. In any dispute about the contents of the Manual, our master-copy will
control. You must operate the Outlet in compliance with all the contents of the Manual.

L2 ——

3) Develop an advertising program designed for Your Outlet's initial opening
(Franchise Agreement, Afticle 11).

4) Provide You with assistance in locating the site for'Your-Outlet (Franchise
Agreement, Section 1.2)

5) Assist Yeu in planning Your grand opening program (Franchise Agreement,’
‘Section 11‘.5).4 \

6) Assist You in.commencing business at Your Outlet by coordinating its pre- |
opening activities:and being availablé to assist with its operatlons for the first month of
business, as reasonably needed in Our opinion (Franchise Agreement, Articlé: 3).

B. Post-opening. During the operation of your Franchised business, We'will:" |
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1) Assist You with operating Your Outlet, including periodic visits by Our
representatlves at our sole discretion (Franchise Agreement; Section 4.1). -

2) Assist You in epening your Outlet by coordinating its pre-opening activities
and being available to assist with its operations for the first month of business, ds
reasonably needed in Our opinion (Franchise Agreement, Section 4.1).

3) Make avallable additional training programs as We deem appropriate
(Franchise Agreement, Section 6.1).

4) Develop and administer at Our discretion advertnsung and promotion
programs designed to promote the collective success of all Outiets (Franchise
Agreement, Article: 11). |

Marketing Fund. We will provide advertising materials and services to You. We:
conduct advertising at a trade level to encourage the customer base to use Our service
in preference to the competition. We may also use premium incentives and product
awareness campaigns in advertising and promotion. Whenever possible; the material
will be praduced in-house or provided by approved vendors. Advertising media may
include print, radio .or television, primarily local in scope.

You may develop advertising materials for Your own use at Your own cost. We
must approve the advertising materials in advance and in writing. We do not restrict
Your use of'electronic media, including the: Internet, so long as You properly use Our
Marks and System, and obtain Our prior written approval. Your advertising must be in
good taste and conform to ethical and legal standards. and Our requirements. You agre
not:to use any materials or programs. disapproved by Us at any time and You must usé:
all materials and programs designated by Us as mandatory. We can require that a brief]
statement regarding the availability of Tea Station franchises be included in advertising
used by You and/or that brochures regarding purchase of Tea Station franchises be
displayed in Your Outlet.

Any use of the Internet, World Wide Web or other electronic media by You in,
connection with. Your Outlet will be as specified by Us in our business judgment
periodically, whether in the Manuals or otherwise. Among other things, We ¢an require
that any use be through Us, using a designated Internet/ Intranet Service Provider
(which ¢an be Us or an Afﬁhate_)_ and that all pages be accessed through a designated
site and/or meet Our specifications. In this event, We can require You to pay a monthly:
service fee of $50, which We can collect in advance on an annual or other basis. This
fee is subject to annual adjustment by Us.

¢+

o=

If'and when We establish a Marketing Fund, You must pay Us Marketing Fund
Fees of up to 2.5% of Your Gross Sales (plus pessible annual increases). We have not
yet established a Marketlng Fund for Tea Station Qutlets. We will administer the

Marketing Fund and spend Marketing Fund Fees only for'the purposes described in the|
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Franchise Agreement.and following procedures contained in the: Marketing Fund Policy
descrlbed in the Manual. We are not required to spend funds from the Marketing Fund|
in any. designated area or to ensure that You receive equal benefit from expenditures.
We will not use any monies from the Marketnng Fund to solicit the sale of Our ‘
franchises. The -monies in the Marketing Fuhd will génerally be spent in the same fisca
year as they are accrued: Any unused funds will be spent in the next year. You may |
request an accounting of advertising expenditures at any time during nermal business|
hours -and obtain a written accounting within two weeks. |

Local Co-Op Marketing Fund. We require that You and other franchisees =§pendlf
up to 2% of Gross Sales as minimum amount for marketing Your Outlet in Your trade.
area.’You must join an advertising cooperative (“Co-Op”) if one is organized in Your
area, in which case You must fully participate in the Co-Op and make contributions to.
in whatever amount the members of the Co-Op determine provided that.such-amount.i
not less than 2% minimum markéting amotint. Contributions to the Co-Op will be
credited against Your local marketing obligation. 4

VJ

'5) Maintain the Marketing Fund and usé these funds to pay for promotion and
advertising programs for Outlets (Franchise Agreement, Article 11).

6) Deposit Marketing Fund Fees received into a separate account (Franchise
Agreement, Article 11).

7) Designate a record keeping system, forms and procedures which You must
use in your business (Franchise Agreement, Section 10.1). In particular, Your Qutlet
must have:a point of sale:and computer system s specnﬁed in the Manual, which will
operate software designated by Us and allow'You to participate in the Network. We Wi
have direct access to Your registers and be able to download data on sales from Your,
store. and other information logged by the registers :at Our sole discretion. There is no |
limit on Our right to access this information. Your Outlet must also have: one or more
moedems, a handheld device, a telefax machine and a telephone answering machine..
We may require you to upgrade or update the computers, othér hardware, programs,
telefax machine; and telephone answering machine, with reasonable limitation on the
frequeney or cost of this requirement. You are responsible for installing a hlgh-speed
modem haok. up: and other utilities for the Outlet. All of the designated equipment and
software is. available generally at:.competitive prices. Wé do. riot warrant or have any
responsibility for the software or hardware You must obtain. Any warranty You may
have on the equipment or software will be limited to: that provided by the applicable
manufacturer or licensor.

You are responsible for the purchase, installation, operation and maintenance of
the: point of sale equipment and software needed for the operation 6f Your Outlet,
including the related accounting and administrative operations. You must purchase the
point of sale equipment and software from Our approved manufacturer. We have one
approved manufacturer for this system/ software which is OPUS located at. 398 Lemon
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Creek Dr. #H, Walnut, CA 91789, telephene number (909) 598-3600. The. cost to
purchase the required point of sale equipment and software will be approximately
$3,500-$4,000. You are requnred to update or upgrade Your equipment, software and :
third-party processing services at Your own expense. There are no contractual ’
llmltatlons on the: frequency or cost of updatlng or upgradmg these |tems You should

ven_dgrs Your Outlet will require the followmg equipment, software and thlrd-party
processing services:

System Purpose ] :

Point of Sale- hardware (including printers | Cash control, customer payment !

and credit card devices) and software processing, sales processing, and sales |
tax accounting

Point of Sale electronic processing Accept customer payments for.goods: and

services for credit cards, debit cards and services purchased from You
other payment media

General accounting system or third- -party Maintain ‘Ydurlaccounting Tecords for

accounting service provider _ management, tax, and legal purposes, |
L ' payment of expenses and other liabilities| |
Payroll accounting system or payroll Pay Your employees, maintain required |
senvice tax, personnel and payroll records L
Personal computer with high speed Access to financial and management data;
always-on Internet service and networking | Your access to data; Qur access to Your "
| data )

General office systems (such as Microsoft 'Management and general office tools
Word, Outlook, Excel and Internet | !
Explorer) { ’

Internét security, virus protection | Computer security proteetien

The required computer hardware and software will collect and make available to
You and to Us information about Your Outlet, including sales, and purchase, inventory,
profitability and expenses, including payroll and employee: information.. Under'the
Franchise Agreement, We have unlimited independent access to. the information for an
proper purposes. Except as legally required, or as may otherwise bé: required under the
Franchise Agreement, We will not provide the information to any other person except in
summary or statistical formats with Your identifying information removed.

,\v45<~»

None of the above equipment and systems are proprietary propertles of Us or
Our Affiliates, and We are not obligated toe provide or:assist Yol in obtaining the above
items or services.

8). Make periodic visits to Your Outlet as We deem advisable (Franchise
Agreement, Section 10).
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C. Site Selection. \
normally takes less than 120 days. If Yeu have not within six months after signing the
Franchise Agreement obtained Our approval forthe site of Your-Outiet, the Franchise |

Application will be considered as abandoned and no refunds will be made. ;

We will consider.as part of site approval a number of factors such as potential
customer density levels, assessment of a demographic study of‘the customer mix
compared to existing profiles already established by Us, assessment of competitor

activity, traffic patterns of the area as well as specific size, patio availability, parking an

other physical characteristics of the proposed site itself.

D. Time Before Opening.

We will help You select a site'for Your Outlet. This |
|
|
!

We believe that based upon the experience of the

Company, You should typically open an ‘Outlet 180 days after execution of the

Franchise Agreement.and payment of the balance of the initial fee. This length .of tim

may be affected by factors such as difficulties in obtaining a lease for an acceptable
warehousing premises, building or sign permits or delays caused by zoning or local

ordinances, weather conditions, labor strikes, shortages of products and installation of

equipment, fixtures and signs.

E. Training..

ining.  As of March 2018, Our franchise training program consisted of
five weeks of training according to the following general outline:

L =T

|
SUBJECT HOURS OF | HOURS OF LOCATION lNSTRUCTORS(
.CLASSROQM | ON THE .JOB ‘ !
TRAINING* TRAINING* ‘
Orientation, _ San Gabriel Abraham Kao |
Company 4 hrs. 1 hrs. Headquarter !
|| Operations, Office |
Management; |
Marketing _ . L

Outlet, San Gabriel Abraham Kao
Management; 4 hrs. 1 hrs. Headquarter »
Operations Officé |
Equipment, Food San Gabriel | Allan Chen/
Prep, Inventory 10 hrs. 90 hrs. Headquarter | Mei Liu !
Control, Customer Office ) |

Senvice ,
Front Counter - San Gabriel Abraham Kao/ |
Operations 10 hrs. 2 hrs. | Headquarter | Mei Liu |
Office ‘ ’
Kitchen Operations’ | San Gabriel | Mei Liu ‘
) 8 hrs. 70 hrs. | Headquarter
 Office.
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*All times are approximate and We may adjust them based upon Your experience and|
rate of learning. Although the person(s) indicated will coordinate and be responsible: for -
training, they may bring in other appropriate persons to actually conduct the: training or
some portion of it.

NOTES:

(1) We expect to conduct these training courses several times each year. All of the
above training must be successfully completed before signing the Franchise Agreement
and opening of Your Outlet. Training will be conducted at Our headquarters it San. |
Gabriel, California; and at ene of the Company’s Outlets. : 1|

(2) We may terminate the Franchise Application if You fail to successfully complete .
this training course, in which event You will receive back one half of the Initial Franchise
Fee less Our expenses.

(3) We will provide Our eperations training course to. You and/or Your designated
Principal -as soon as possible after Your Franchise Application has been approved,
depending primarily on, when You and Your representatives are available. You must pay
for the trave! and living expenses for you and your employee(s). You and Your ’
manager must successfully complete the initial training program to Our satisfaction
before starting operatlons We generally require training to be: completed at least two
weeks before opening.

o

(4) Theinstructors listed above have each had several years. of experience in the foo
and beverage business with Us or with other food and beverage retailers. The. nature o
the instructional materials used will be in the form of lectures, ‘written exams, in-store
training, and references to the Manual.

‘-h-

(5) We require that Your personnel personally attend refresher training courses.
covering operations and new product or procedure introductions.

sD:

(6) We may develop audio-visual and other training materials at a reasonable charg

F. Operations and Other Manuals. You may, review the Manual before purchasing ia
Franchise. However, You may not copy any of'the information contained in the Ma;n‘ucfa,l
]

as it.contains proprietary information. You must sign a confidentiality agreement
regarding the Manual.

. , |
ITEM 12. TERRITORY ‘ :
'You must operate Your-QOutlet at a specific location selected by You and l

approved by Us.  'You may not relocate the Outlet without our written consent which
we Will not unreasonably withhold. We do not.grant You any protected radius or othe
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and food service organizations who sell or serve Our Products, but do business under

United States Patent-and Trademark Office Principal Register:

territorial rights and. thus the} granted territory under the Franchise Agreement will not b
exclusive. There is no minimum sales quota. We do not currently grant You any
option, rightof first refusal, or similar rights, however, We may award You addltlonal
Territory or franchises, but only:at our sole discretion.

— =g T

The Franchise Agreement does not restrict Us. from establishing other franchise
or company-owned Outlets or other channels of distribution selling or leasing similar
products or sefvices under a different trademark. We do net intend to do so.

[/

Your use of the Internet, World Wide Web, and other electronic or other means of
marketing and distribution of goods and/er services can be restricted by Usin Our |
business judgment. As a pre-opening condition You must have provided Us with the |
information for Us to complete and upload Your approved Outlet location and contact |
information on Our Tea Station website located at (www teastation.us). You will not |
market or sell through any venue(s) o6r channel$ of distribution other than Your Tea
Station Outlet without Qur written permission.

We have the sole and exclusive right to pre-package or sell pre-packaged
products or beverages under Our trademarks. You will not receive any of these rights. -
We reserve the right: (1) to use or license others to use Our name and other
trademarks to distribute. frozen or other pre-packaged food products; (2) to establish
"Alternative Outlets" (distribution outlets which are not Outlets but invelve the sale: of
similar products using Our trademarks); and (3) to grant franchises for-any Alternative
Outlets which are controlled by governmental boards, agencies: or authorities that favor
ownership by certain groups or individuals, such as airports, private or public schools,
universities and sports facilities. Alternative Outlets may include catering or delivery
outlets, portable carts orvehicles, kiosks and locations. within grocery, convenience and
other retail stores.

In Your Territory, We will have the unrestricted right-and ability to sell Our
Products, directly or'indirectly through third parties, to: wholesale accounts (restaurants|

name other than “Tea Station”) and You will not be entitled to any compensation in
connection with such sale. -
ITEM 13. TRADEMARKS

The Company. has granted us a 100-yéar licénse t6 use and license You to use|
its trademarks. You will receive the right to operate under'the name TEA STATION..
You may also use other current or future Marks (the “Marks”) to operate Your Outlet.
By Marks, We mean trade names, trademarks, service marks and logoes used to identif
and operate Your business. The Company has registered the following Mark on the

____.‘<__ =
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All required affidavits have been filed. You must follow Our rules when using these
Marks. You cannot use a.name or mark as partofa. corporate name orwith modifying
words, designs or symbols except for those that We.license to you. You may not use 'I
the Marks in connection with the sale of an unautherized product or service orin a
manner not authorized in writing by Us.

No agreements limit Our right to use or franchise the use of the Marks. There |
are no presently active determinations of the Patent Office, the Trade Mark |
Administrator of any state or any court, any pending interference, opposition or ‘
cancellation proceeding of any pending material litigation involving the Marks that co’uld)
materially affect Your use of the Marks. !

You must netify Us immediately after learning about an infringement of or ‘
challenge to your use of the Marks. We will take the action We think appropriaté to.

protect;the mtegnty and validity of the Marks. We are not required to. take any:specific,
action in regard to infringements involving the Marks. ‘We have the sole right to control
administrative: proceedings or I|t|gat|on regarding any trademark infringements. We- WII||
defend You and indemnify You if You are a party to a Iegal proceeding involving a Markl

licensed by Us and used properly by You. If we choose to defend You, You must fully
cooperate with Us in the defense.

|

i

I

We do not know of any persen claiming or having superior rights to any of the |

Marks or of any infringing uses of the Marks that.could materially affect Your proper use
of the Marks. |

You must modify or discontinue the use of a trademark if We modify or
discontinue it. You must pay all costs to make these changes. We have no obligation
to reimburse You for any expense resulting from these changes.

On termination or expiration of the Franchise Agreement, Your right'to use Our

" marks terminates -and You must not contest Our right to the Marks, trade secrets or
business techniques. Upon termination, You must not identify Yourself as a Tea Station
franchisee or publicly identify Yourself, or any business entity You are then associated

with, as a former Tea Station franchisee, oruse. any of Our confidential information or
trade secrets.. \

o |




ITEM 14. PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION

You do not receive the right to use an item covered by a patent: br'copyrighi, but You
can use the proprietary information in the Manual. The Manual is referred to.in ITEM 11.

Although We have not filed an-application for a copyright registration for the Manual, We
claim a copyright and-the information is proprietary. ITEM 11 describes limitations on the u

of the Manual by You and Your employees. You must also promptly tell Us when you lear

about unauthorized use of this proprietary information. We:are not required to take any.
action, but We will respond to this information as.We think appropriate.

You must maintain the confidentiality of all proprietary information during and after the
term of the Franchise Agreement. You must.agree that You will not use any of the proprieta

information. in any other business or in any manner e do not specifically authorize in writing

You also agree to fully and promptly disclose all ideas, techniques, and other similar 5\

information, relating to the franchised business that are conceived or developed by You

and/or Your employees. We. will have an ongoing right to use, and to authorize others to u<ie,

<

the ideas, etc., without compensation or other obligation.

)
l

Upon termination or expiration of Your Franchise Agreement, You must |mmed|ately!‘

return to' Us your Manual .and all other materials contalnmg Our trade secrets and confident

information.

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

Unless you obtain our prior written consent, we require that you personally attend ou

training courses and supervise the Outlet on a full-time basis. If you are a legal entity such as

a corporation, partnership or limited liability company, one of your owners (Principals) must
be approved by Us to be your full-time representative and your on-premises manager must
have (and continue to maintain) management control and ownership of at least 51% of the

legal entity and personally manage its affairs. All of your owner(s) must personally guarante

the Franchise Agreement and sign a confidentiality agreement in eur favor and agree'not tc:|
compete with Us.

You may be required to partncnpate in an in-person annual review process which may,
be conducted by Us.

ITEM 16. RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

You may offer and selil only those products and services that We have approved (see
ITEM 8).  You must offer all products and services that We designate as required for all
franchisees. These required products and services are described in the Operations

Manuals. You must obtain Our prior written approval for any other products and services to

22
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be sold by Your Outlet.

We may charnige the types of authorized products and services that you must offer
from Your Outlet. There are no limits on Our rights to-make such changes.

ITEM1T. RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION

This table lists important provisions of the Franchise Agreement (‘FA”) and’
Franchise Application (“APP").  You should read these provisions.in the agreéments

attached to this disclosure document.

3 s0l¢ . In addition, you may not use your'licensed Outlet for any purpos
other than operation-of your Outlet. You must obtain our prior written approval for any oth
products and services to be sold at your Outlet.

=D

_ D
.

Provision Section Summary
a. Initial Term FA: §2.1 ~ Initial term of Franchise is 3 years. {
' o , ) \
b. Renhewal or FA: §2.2 You may renew the franchise for an
extension of additional 3-year term if certain
the term. conditions are- met.
c. Requirement. | FA:§2.2 6-12 months” notice, no defaults during
s for renewal last 12 months, material and timely
or extension. compliance with franchise during initial
term, satisfied all monetary obligations
owed to Us and Your suppliers;
completed all required additional training,
made all requested changes in operating \
personnél, modernizéd the Outlet and ‘
vehicles and other equipment, payment
of renewal fee and signing of new
franchise agreement.and general
release.
d. Termination None
by You ‘
without :y
cause, l
e. Termination Norne
by Us
without
cause .




- of transfer by.
franchisee.

Termination FA: §14.1 We can terminate only if You default.
by Us with N
cause. APP;

. "Cause" FA: §14.3 You have 30 days after notice to cure
defined as defaults. Inciudes defaults in other
defaults franchise agreements with Us. No cure
which can be period for default repeated twice within
cured. any twelve-month period.

. "Cause" FA: §14.2 Non-curable defaults: Failure to
defined as complete training or allow inspection,
defaults bankruptcy or similar action, material
which cannot misrepresentation in obtaining Franchise,
be cured. conviction of crime involving moral

turpitude or failure to obtain consent'to
transfer rights or offer first right of refusal. |
Obligations FA: Article Immediate obligations include no more
on 15 use of telephone numbers, trademarks or
termination. proprietary information, remove all marks
from all vehicles and other equipment,
discontinue: use of these telephone
numbers, transfer all customer lists,
contact lists or similar information to Us,
- | return of all Our manuals, and de-identify
~ the QOutlet: "
Assignment None No restriction on Our right to assign.
of contract
by Us.
k. "Transfer' by | FA:§13.5 | Includes transfer of rights under
You- - Franchise Agreement and ownership
definition - change,
Our approval FA: §13.2 We have the right to approve all third

party transfers but will not unreasonably

- withhold approval.
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m.. Conditions FA:§133 No default, assets of the Qutlet in ,
for Our standard condition, payment of all
approval of amounts owed to Us and Affiliates, . ‘
transfer. payment of‘transfer fee, transferee .‘
qualifies and passes training, current "
Franchise Agreement signed by H
transferee and release and non- l ‘
competition agreement signed by You. - ||
. Ourrightof | FA:§13.5 We can match any offer for the i |
firstrefusal | franchised business.
to acquire : ‘
your :
business. il
. Ouroptionto | None ‘
purchase il
your
business
. i
. Your death - FA:§13.6 Approval by Us of heir or sale within
or disability. | three months to an-approved buyer.
. Non-  FA:§16.1 No Competitive Interest (sale of'
competition | automotive parts and supplies and
covenants related products) unless follows first
during the refusal procedures as stated..
term of the
franchise. |
N |
. Non- FA: §16.2 No competing business for 2 years within
competition 25 miles of any Outlet in U.S. or Canada.
covenants
after the
franchise is
terminated, |
transferred
or expires. l
.- Modification FA: §16.12 Only written and signed modifications but |
of the Manual subject to change. |
agreement. ' ‘




t. Integration/ FA: §22.1 The agreement between the parties. is
merger limited to the agreement and other
clause. documents referred to therein.

|
|
|
|
|
Only the terms of the Franchise l
|
|
\
1
|

Agreement are binding (subject‘to state
law). Any representations or promises
outside of the Disclosure Document and
Franchise Agreement may not be
enforceable. )

u. Dispute FA: §23.1 Except for certain claims, all disputes ‘
resolution by must be arbitrated in county where Our l
arbitration or headquarters:are located (“Home
mediation. County").

v. Choice of FA: §23.2 | Except for injunctions, ,any.’arbitrétion/ or |
forum | litigation must be in Los Angeles, |

California. |

w.. Choice of FA: §23.1 Law. of state:where Your-Outlét is located ‘J‘
Law: ~ applies. |

|

These states have statutes which may. :supersede the franchise agreemént ln],,

youir relationship with the franchisor including the areas of termination .and renewal of
your franchise: ARKANSAS [Ark. Code Sections 4-72-201 to 4-72-210], CALIFORNIA
[Sections. 2000 - 20043], CONNECTICUT [Gen. Stat. Sections 42-133e - 42-133h]
DELAWARE [Code. Sections 2551-2556], HAWAII [Rev. Stat. Section 482E-6]
" ILLINOIS [815 ILCS 705/19 and 705/20], INDIANA [Code Sections 23-2-2.5-1 and 23-21
2.7), IOWA [Code Sections 523H.1 to 523H.17], MICHIGAN  [Stat. Sectlon
445.1527(c)-(d)], MINNESOTA [Stat. Section 80C.14], MISSISSIPPI [Code Sectlons
75-24-51 - 75-24-63], MISSOURI [Rev. Stat. Section 407.400 - 407.410], NEBRASKA
[Rev. Stat. Section 87-401 -:87-410], NEW JERSEY [Rev. Stat. Section 56:10-1 - .56; 10|i
12), SOUTH DAKOTA [Codified Laws Section. 37-5A-51), VIRGINIA [Code Sectlon5|
13.1-557-574), WASHINGTON [Code Section 19.100.180(i)-(j)], WISCONSIN [Statlv
Sections 135.01 - 135.07]. These and other states may have court decisions which may,
supersede the franchise agreement in your relationship with the franchisor mcludmg the

areas of termination and renewal of your franchise. California. residents shotild refer to )
Exhibit H ofthis Disclosure Document. \

——

ITEM18. PUBLIC FIGURES ‘

‘We do not use any public figure to premote Our franchises but may do so in the
future.

|
a
» |




ITEM 19. FINANCIAL PERFORMANCE REPRESENTATIONS \

We do not furnish or authorize any salesperson to furnish any oral orwritten |
information concerning the actual or potential salées, costs, income or profits of Outlets.

Actual results may vary from Outlet to Outlet-and we. cannot estimate-the results 6f any,
particular Outlet.

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 perfermance information that. differs
from that included in ltem 19 may be given only if: (1) a franchisor provides the actual
records of an existing outlet you are considering buying; or (2) a franchiser supplements.
the information provided in this item 19, for example, by prowdmg information about |
possible performance at a particular location or under particular circumstances.. -

We do not make any representations about a franchisee’s future financial
performance or the past-financial performance of company-owned or franchised outletsi
We also do.not authorize our employees or representatives. to make any such
representations either orally or in ‘writing. If you are purchasing an existing outlet;
however; we may provide-you with the actual records of that outlet. If you receive:any ||
other financial performance information or projections of your future income, you should
report it to the franchisor’s management by contacting, Yu-Liang Huang at 154 W. Valley
Blvd., San Gabriel, GA 91776 and (626) 288-1663, the Federal Trade Commission, and
the appropriate state regulatory agencies.

|
7 ) _ ITEM 20: LIST OF STORES I
We have no franchisees, area developers, or master franchisees as of the date of this |

Disclosure Document. ) |
SYSTEMWIDE OQUTLET SUMMARY t
FOR YEARS 2015 to 2017 ' |
OUTLET TYPE YEAR | OUTLETS ATTHE | OUTLETSATTHE, | NET CHANGE:
| START OF THE YEAR | END OF THE YEAR
FRANCHISED 2015 |0 ] 0 0
2016 [0 ] . 0 10
2017 |0 . 0 10
COMPANY-OWNED | 2015 | 12 13 o 1+
2016 | 13 14 T#1
‘ 2017 | 14 14 o )
TOTAL OWNED 2015 | 12 13 "1 1;
2016 | 13 14 *1 i
2017 | 14 14 0 i
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|
TRANSFERS OF OUTLETS FROM FRANCHISEES TO NEW OWNERS
(OTHER THAN THE FRANCHISOR) -
FOR YEARS 2015 to 2017 ‘
[STATE YEAR | NUMBER OF TRANSFERS |
| CA 2015 0 i
| 2016 0
‘ A 2017 0
TOTAL 2015 0
2016 0
2017 0
FRANCHISE
OUTLET STATUS SUMMARY
FOR YEARS 201510.2017
[STATE | YEAR | OUTLETSAT | ‘OUTLETS | TERMINATIONS| NON- | REACQUIREDBY | CEASED OPERATIONS | OUTLETS AT END
STARTOF | OPENED RENEWALS!| FRANCHISOR: | OTHERREASONS OF THE YEAR
GA ~ | 2015 |0 0 0 0 10 0 0
‘(2016 [0 1o 0 0 0 0 0
2017 [0 To 0 0 1o 0 0
NV 2015 |0 10 0 0 To 0 0
72016 |0 0" 0 0 Lo 0 0.
2017 | 0 0 0 0 Lo 10 oo
TOTAL | 2015 | 0 0 0 0 0 0 0
2016 0 o 0 0 To To 0
2017 [0 o 0 0 0 0 0
*We are new to franchising and only began franchising in 2014. !
STATUS:OF COMPANY OWNED OUTLETS
FOR YEARS 2015to 2017
i
STATE | YEAR | OUTLETSAT | OUTLETS | OUTLETSREACQUIRED | OUTLETS OUTLETS SOLD OUTLETS ATEND OF |
STARTOF | OPENED | FROM FRANCHISEE CLOSED TOFRANCHISEE | THEYEAR
YEA , , , -
CA | 2015 |12 1 0 0 0 13
2016 [ 13 1 0 o 0 4
2017 | 14 0 0~ 0 0 4
NV 2015 |1 To 0 0 0 1
2016 [ 1 0 0 To 0 1
2017 _[1 0 0 o 0 1
TOTAL | 2015 [ 13 K 0 0 0 14 ‘
2016_[ 14 T 0 0 0 15, .
2017 |15 1o 0 o 0 15 _
) |
i
i
i
b




PROJECTED OPENINGS
AS OF JANUARY 2018 )
FRANCHISE PROJECTED FRANCHISED | PROJECTED COMPANY
AGREEMENTS NEW BUSINESSS IN THE, OWNED BUSINESSS
STATE SIGNED BUT NEXT FISCAL YEAR OPENINGS IN NEXT
BUSINESS FISCAL YEAR
B | NOT OPENED. ;
California 0 0 0 L
Totals 0 0 e 0 ' |

ITEM 21. FINANCIAL STATEMENTS

Our audited financial statements are attached as Exhibit C.

ITEM 22. CONTRACTS
Attached are the following contracts:

Exhibit A: Franchise Application
Exhibit B:. Franchise Agreement

ITEM 23. RECEIPTS

THE LAST PAGE OF THE OFFERING CIRCULAR (FOLLOWING THE EXHIBITS:
AND ATTACHMENTS) IS A DOCUMENT ACKNOWLEDGING RECEIPT OF THE
OFFERING CIRCULAR BY YOU. PLEASE .SIGN AND DATE.ONE COPY AND RETURN IT TO
US, AND RETAIN A COPY FOR YOUR RECORDS.

29
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EXHIBIT A |

TEA STATION® FRANCHISE APPLICATION
TO: TEA OLA, INC. (the "Company")

1. Application. The undersigned ("Applicant") hereby applies for approval of oné |
TEA STATION franchise for an outlet to be located as described below:

Street Address or Area:

City: , State: (hereinafter referred to as the "Outlet")

2. Offering Circular. Applicant hereby acknoewledges receipt of the Company's
current franchise ~offering circular (dated , 20__ ) at least fourteen (14)
business days prior to Applicant's submission of this Appllcatlon

3. Deposit; No Refunds Enclosed with this Applicatlon is Apphcant‘s check |n the

payment of the Company S Tralmng Fee. Apphcant underst_a,nds an‘d agrees tha_t thls
deposit, the initial franchise fee .and the Training Fee are NOT REFUNDABLE ‘in whole
or part under any circumstances except that the Cempany will refund the deposit and
Training Fee in full if it decides not to-approve this Application. !

4. Conditions of Approval. Applicant agrees that issuance of a TEA STATION
franchise is subject'to the satisfaction of each of the conditions set forth below:

(a) Approval and execution of this Application by the Company;

(b) Applicant's selection and acquisition of a.site for the Outlet, writteh approval
by the Company of‘'such site and construction of'the Qutlet pursuant to plans
approved in advance by the Company;

(c) Receipt by Applicant of all approvals, permits, and licenses necessary to
operate the Outlet at the proposed Slte

pnnmpals and/or mana_ger 7 7
(e) Execution by the parties of the then currentform of TEA STATION franchise
‘agreement following completion of training and before Outlet opening; and

(F) Satisfactory performance ‘and cooperation by Applicant pursuant to this
Application and meeting any specific conditions of approval specified below:

5. Information Questionnaire. Applicant has completed the Information |
Questionnaire attached hereto and incorporated herein by reference. Applicant.hereby |
represents and warrants that all such information and other informatiori furnished by
Applicant in connection with this. Application is true, correct and accurate in.all material
respects and that there have been no material omissions in such information. Applicant],
agrees to notify the Company iin ‘writing immediately of any material change in the ‘
financial or other information furnished by Applicant in connection with this Application.




Applicant further agrees that the Company may cancel its approval of this Application
and may refuse to issue the franchise provided for by this Application in the event.that

any material adverse change occurs in Applicant’s financial, business or personal
circumstances.

—

6. Confidential information and Trade Secrets. Applicant agrees to maintain strict
confidentiality with regard to all confidential information and trade secrets.which are |
disclosed to Applicant in connection with the sale of a TEA:STATION franchise and in
training Applicant or its employees: to operate the Outlet. Applicant further agrees to
sign-and have each of Applicant's employees: who will receive training to sign thé
appropriate Confidentiality Agreement in the form attached to this Application and to
deliver the same to the Company before training commences.

7. Site Selection. (a) Applicant acknowledges and agrees that it is the sole
responsibility of Applicant to select and acquire a site which meets the Company's
criteria for site approval and to follow the Company's procedures in obtaining site
approval forthe Outlet. In the event that the Company does assist in the site selection|
process, Applicant agrees and acknowledges that any such assistance or any
recommendation, approval or advice must net be considered ‘as any assurance:or
guarantee of success for the Outlet at such site.

(b) Applicant agrees.to submit at least one site forthe Company's written approval |
within ninety (90) days of the Company'’s approval of this Application and to proceed
diligently to take all actions necessary‘to acquire the site and construct the Outlet |
following the Company's site approval. Any lease or purchase agreement for an outlet
Site signed by Applicant must be subject to the Company's prior approval, and any:

|
|
lease must contain the provisions required by the TEA STATION Franchise Agreement ‘
Lease Rider. . ’
\
|
|

8. Legal Entities. If'the franchise is to be assigned to a corporation or other legal
entity, all of its owners muist execute a personal guaranty of the Franchise Agreement.
Any exceptions to this requirement must be in writing signed by the Company's.
President.. Applicant must notify the Company in writlng of any intention to transfer the:
franchise to a legal entity at least thirty (30) days in advance and furnish the Company'
with the dociiments required by Section 13 of the Franchise Agreement.

9. Specific Understandings by Applicant. Applicant specifically agrees as follows:

(a) Approval of this Application does not constitute the grant of a franchise, and
Applicant will be entitied to execute a TEA STATION Franchise Agreement hereunder
only if and when. all conditions of this Application have been met.

1
(b) Only the: Company may agree to: grant a franchise or make any other I
commitment with regard to a TEA STATION franchise, and any such agreement or \
commitment must be in writing signed by one' of the Company's corporate officers. !
|

|

- () The Company has authorized no one to make or agree to any oral modifications
to the terms of a TEA STATION franchise agreement or to make any projections. or
estimates about the: future eamings, sales or profits of any TEA STATION Outlet. Any
such statements are acknowledged to be unreliable and have not been considered in




set forth below.

"Applicant” |

Date:

|
|
APPROVAL BY TEA O'LA, INC. |

1

TEA O'LA, INC. (the "Company") hereby approves the above Application and agrees tgl)j’
the terms thereof subject to the following additional conditions:

|
|

TEA O'LA, INC.

Date: By:
Name: Li-Yuang Huang
Its: President




CONFIDENTIALITY AGREEMENT
(Employee)

The undersigned Employee of , a franchisee
("Franchisee") of TEA O'LA, INC., hereby agrees that he or she shall not, while
employed and/or engaged in whatever capacity by Franchisee or following such
employment and/or engagement, communicate to, or use for the benefit of, any other
person, persons, partnership, or corporation any confidential information, knowledge or
know-how cencerning the methods of operation of a TEA STATION Outlet; provided,
however, that the foregoing does not include information which the Employee can
demonstrate came to his or her attention prior to being employed/ engaged by

Franichisee or which has become a part of the public demain through publication or
communication by others.

The Employee acknowledges that any failure to comply: with the requirements of
this Confidentiality Agreement will cause: Franchisee and TEA O'LA, INC. irreparable
injury; -and Employee agrees that in addition to any other right:or remedy provided by
law, Franchisee and/or TEA O'LA; INC. with its affiliates shall be entitled to specific
performance of, or an injunction against viclation of, the requirements of this
Confidentiality. Agreement.

The Employee agreeés that Uipon termination of his or her employment with
Franchisee for any reason, he or she will return all copies of documents containing

confidential information or trade secrets to Franchisee, including without limitation the
TEA STATION Operations. Manual.

IN WITNESS WHEREOF, the undersigned has executed this decument:in '
consideration of his or’her-employment by the Franchisee. |
i

DATED:

Print Name:

Signature:

("Employee™).




|
i
|
CONFIDENTIALITY AGREEMENT
(Applicant) \
This Confidentiality Agreement dated as of 20|l

by and between the undersigned (“You™ and “Your”) and TEA O'LA, INC. (“Franchisor?)
with respect to Your request to review its Operations Manual (“Manual”) prior to ’
purchasing a franchise.

1. Franchisor agrees to allow You to review the Manual in consideration of Your
execution of this Agreement.

|

2. You agree that the Franchisor considers the Manual to be proprietary 1
information: which may not be disclosed to other parties. Accordingly, You agree that ‘
You will not disclose its contents in whole or part to any other persen without the prior i
written consent of the Franchisor. You will not make retain any copies or reproductions
of any nature of the Manual. \
|

y

3. You acknowledge that the restrictions. contained in this Agreement are
reasonable and necessaryto protect Franchisor’s legitimate interests in the. Manual and
that any breach by You of this Agreement will result in irreparable injury to Franchisor |
for which a remedy at law would be inadequate. Accordingly, You agree that
Franchisorshall be entitled to temporary, preliminary and permanent injunctive relief
against You, without'the nécessity of posting bond, in the event of any breach or
threatened breach by You of this. Agreement, in addition to any other remedy that may
be available to Franchiser whether-at law or in equity.

DATED:

Print Name:

Signature: ) r . l
("Applicant”)




EXHIBIT B
FRANCHISE AGREEMENT
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Entity Information




TEA STATION

FRANCHISE AGREEMENT ;
|
THIS FRANCHISE AGREEMENT (the “ Agreement") is made. and entered into as of | ] (the “Eifectlve

Date”) by and’ between TEA O'LA, INC., a Cliforria corporation ("FRANCHISORY), and | VIV('fFRANCHISEE' _), with
reference 'to the following facts: ‘

A. FRANCHISOR, as the result of the expenditure of fime, skill, effort and money, has, deveibpéd a
distinctive system relating to the establishment and operation 'of upscale café stores that offer gourmet ‘Asian
teaand other beverages and other'related food items fordine-in consumption and take- olit service:(the "System")_.

B. The distinguishing characteristics of the System' include, without limitation, products, recipes.and
fnent items; which incorporater FRANCHISOR's trade secrets and proprietary information (the 'Pro‘p}ietary‘
Products”); distinctive. exterior and interior design, decor, color scheme, fixtures, and furnishings; standards and
specifications for products and supplies; service standards; uniform standards, speci“fflcatlbris and pfocedun"[es for
operations; procedures for ‘inventory and. management control; training and assistance; and advertlsmg and

promotional programs, all of which may be:changed, improved, and further developéd by FRANCHISOR from time.
to time.

C. The System: ‘is identified by means of certain trade names, service marks, trademarks, !o_go‘s;
emblems, and indicia of origin, including, but not limited, to the mark "TEA STATION" and such othér|trade
names, service marks; .and. trademarks as are now designated and may hereafter be desngnated by
FRANCHISOR in writing for use in connection‘with the System (the "Proprietary Marks"). FRANCHISOR has obtalned

the:right to use, and to license others to.use, the Proprietary Products, the Proprietary Marks and the’ Systerir;n

D FRANCHISOR continues to develop, use, and. control the use of the Proprietary Marks in gl?t,:i:ejr to
identify ‘fof ‘the public the source of services and products marketed under this Agreement and under the
System, and to represent the System's high standards:of quality, appearance, and service..

E. FRANCHISEE desires t6 enter into the business of operating a. retail café store under the Sy'stem,
using Proprietary Products, the Proprietary. Marks (the “Franchised Business"), and wishes to enter mto an
agreement with FRANCHISOR for that purpose, and to feceive the training and other assistance provnded by’
FRANCHISOR in connection with the development and operation of TEA STATION Stores. FRANCHISEE
represents and warfants‘to FRANCHISOR, as an indlicementto FRANCHISOR!s execution of this Agreement, that all
statements: made by FRANCHISEE and all materiais provided to FRANCHISOR by FRANCHISEE in connectlor{]l with
the grant of this franchise to FRANCHISEE are accurate and complete and that FRANCHISEE has made no -
misrepresentations or material omissions in connection with ‘obtaining. this franchise.. FRANCHISOR grants. this
franchiseinreliance upon each and allof FRANCHISEE'srepresentations.

F. FRANCHISEE underétands and acknowledges the importance of FRANCHISOR's high standards of
quality, cleanlinéss,, appearance, s:etvice, and proprietary. menu items; and the necessity of operating. the Franchised
Business 'in.conformity with FRANCHISOR!s standards and specifications: |
|

D

.NOW, THEREFORE, IN CONSIDERATION OF THE FOREGOING RECITALS WHICH ARE. INCORPORATE BY THIS

REFERENCE AND THE'COVENANTS SET FORTH HEREUNDER THE PARTIES AGREE.AS FOLLOWS:

)

I
1. GRANT

11 Grant. FRANCHISOR hereby' grants to FRANCHISEE the right; and FRANCHISEE undertake‘s‘ the
obligation, to use the; System, the. Proprietary Products and Proprietary'Marks:sglely in '

1




connection ‘with the .operation of one (1) TEA STATION Store at; and only at, the "Franchised Location" (as
defined in Paragraph 1.2 of this Agreement) Diring ‘the term of this Agreement, FRANCHISEE shall not sell
Proprietary Products in bulk through any. means of distribution other than from the Franchised Business at the
Franchised Location including, without limitation, through ‘the use of toll-free “I-800", "I -888" and "}877“
telephone numbers, mail order catalogs, direct mail advertising; domain names, URLs on-line conpputer
networks and services, ‘the Inteérnet, kiosks, carts, concessions, satellite units; or other mobile, remote, limited
service ‘or non-permanent facilities unléss expressly authorized by FRANCHISOR in writing to do 'so In
:addition, all sales by FRANCHISEE 'shall be for retail consumption only ahd FRANCHISEE shall not ‘engage;in wholesale
sales .0f any kind ‘without FRANCHISOR's. prior' consent. "Wholesale sales" means the direct or indirect slale or
distribution .of Proprietary. Products to.a third party for resale; retail sale or'further distribution through anyutrade
‘method or trade channel. ll

.12 Location of Franchised Business. FRANCHISEE shall operate. the Franchised Business only at the
following' address: (the "Franchised Location"). If'thie Franchised Location has not. been
obtained by the Effective Date, FRANCHISEE shall promptly following the Effective Date locate one. or|more
proposed sites 'which meet FRANCHISOR's then-current standards and .$pecifications. FRANCHISEE: shall submit to
FRANCHISOR such demographic and other information regarding the propoased sites -and nelghbormg areas as
FRANCHISOR shall require, in the form prescribed by FRANCHISOR' ("Site Review' Request" ): FRANCHISOR\ may
seek such. additional informatiori as it deems necessary within twenty (20) days of submission of FRANCHISEE; s Site
Review Request, and FRANCHISEE shall respond promptly to Such request for additional |nformat|on If
FRANCHISOR shall not deliver written notice to FRANCHISEE that FRANCHISOR accepts; the proposed site; \Inlnthm
twenty (20) days of receipt of FRANCHISEE"s Site Review' Request; or within ten (10) days -after receipt of‘ such
additional requested information, whichever is later, the site shall be deeimed réjected: IfFRANCHISOR accepts the
proposed site it :shall notify FRANCHISEE of its preliminarily acceptance of the. site (“Prelimmary Acceptance"),
which Preliminary Acceptance shall be subject to further analysis by FRANCHISOR and successful negonatn\)]n by
FRANCHISEE -of a final “Lease” for the site (as defined in Paragraph 7.12 of this Agreement) acceptable to
FRANCHISOR, ‘and such other conditions as FRANCHISOR: may .impose. Promptly following the, Effective. Date, or
FRANCHISEE's receipt of Preliminary Acceptance, if no Franchised Location has been insertéd in the. blank space
provided above, FRANCHISEE shall proceed to negotiate a Lease and shall submit to FRANCHISOR :a copy. of the
proposed Lease to FRANCHISOR for Final Acceptance at least 15 days prior to execution: Promptly followmg
FRANCHISOR's receipt of the:proposed finaliLease which meets FRANCHISOR's requirements-as setforth in: Paragragh
7.12 of this Agreement, 'and evidence of FRANCHISEE's satisfaction of all conditions set forth in the. Prellmlnary
Acceptance, FRANCHISOR shall notify FRANCHISEE: ("Final Accéptance”). FRANCHISEE shall not enter into any ILease
for the Franchised Location ‘unless and until FRANCHISEE: has received Final Acceptance relating:to the proposed
site. FRANCHISEE shall provide a copy:of-the executed Lease to. FRANCHISOR within 15.days of. signing.

i
1.2.1 FRANCHISOR may ‘vdluntarily (without' obligation) assist FRANCHISEE in obtammé an
acceptable location. Neither FRANCHISOR' s said ‘assistance, if any, its acceptance of FRANCHISEE' s proposed site;
nor its acceptance of the proposed Lease shall be construed to insure: or guarantee ‘the profitable of successful
operation; of the Franchised Location by 'FRANCHISEE, and FRANCHISOR hereby expressly disclaims any respon5|blllty
therefore. FRANCHISEE .acknowledges its sole responsibility for finding the Franchised Location and its|isole
responsibility: for finding :each proposed:site for'the Franchised Business: developed pursuant to this Agreement: '

1.2.2" Following. the acquisition of the Franchised Location, FRANCHISOR. and FRANCHISEE |shail
complete and execute Attachment.A annexed to'this Agreement. . ‘

'—'U-—* — =

1.2.3 ' FRANCHISEE may not relocate the Franchised Business without FRANCHISOR!S. prior
written consent. If FRANCHISOR shall consent to any relocation, FRANCHISEE.shall de-identify the former ibcati on in
the manner described in this Agreement with respect: to FRANCHISEE's obligations upon términatioh ['and
expiration, and shall reimburse and. indemnify and hold FRANCHISOR harmless froim -any direct and indirect
losses, costs.and expenses, including attorney’s:fees, arising.out of FRANCHISEE's failure to:do so.




1.3 Protected Area. During. the. ‘initial term of this Agreement, and provided that FRANCHISEE is|lnot i
default of this Agreement or any other agreement between FRANCHISOR, its "Affiliates” (defined belbw), and.
FRANCHISEE, FRANCHISOR: shall not own, operate; sell; or issue, a franchise for any other TEA STATION Store wnthm an
area designated on Attachiment A (the "Protected Area“) Except as expressly- provided for in this: Paragraph 1|*3, the
license granted to FRANCHISEE under _this Agreement. is nonexclusive, FRANCHISEE .shall have no temtorlal or
protective rights-and FRANCHISOR and its ‘Affiliates shall have the right to- place' a company-owned or- franchised TEA
STATION Store anywhere FRANCHISOR desires. In. addition, FRANCHISOR and its Affiliates retain: the right, a\mong‘
others, in any manner and on any terms and conditions that FRANCHISOR .deems advisable, and without granting
FRANCHISEE any rights under this:Agreement: l‘ '

131 To ‘own, acquire,.‘establish, :and/or .operate, :and license others to establish and gpeqété, a
"TEASTATION Store; at any-location outside of the Protected Area. |

|
1.3.2 To -own, acquire, establish and/or operate; and license others' to establlsn and
operate, businesses under other proprietary. | marks or othef systems, whether such businesses are the same; similar,
or different. from. the Franchised Business, at any location, whether inside 6r outside of fhe Protected Area; e(nd fo.
purchase, merge, acquire or ‘affiliate with an existing competitive or non-competitive franchiseé hétwork, chair or- -ahy
other business at any location, whether inside or outside of the Protected. Area.

133 To license others to sell or distribute any products:.or services which bear any
proprietary: marks; mcludlng the Proprietary Marks, at :any location other than a retail store, whether msude ‘or
outsideof the ProtectediArea.

134 To produce, license, distribute and market TEA STATION branded food products,
clothing, 'souveriirs, and novelty items throiigh any outlet, whether inside or outside of the Protected|Area
(regardless of its proximity to the Franchised Location); including grocery stores, supermarkets|' and
convenience stores and ‘through any distributioh channel, at wholesale or retail; iincluding’ by means of the
World ‘Wide Web section of the Internet, mail order catalogs, direct mail .advertising and other distribution
methods..

|

1.3.5 To own; dcquire, establish and/or operate and grant others the right to develop,
own, operate and issue franchises and licenses to others to develop, own and operate other methods' and
channels of distribution utilizing the Proprietary. Marks -and the System, whether inside or outside ‘of| the
Protected Area including, without limitation, toll-free "i-:800", "1-888" and “I- 877" telephone numbers, domain
names, URLs, on-liné computer networks and services, the Ifternet; Kiosks, carts, concessions, satellite: ‘units, c!mther
mob||e, remote limited service or non-permanent’ facilities or otheér retail operations as a part of larger }etall
venues such':as department stores, supermarkets, shopping malis or ih public areas such as.amusement: p]arks,
airports, train stations,. public facilities, college and schoo| campdises, :arenas,. stadiums, hospitals, - -office: bunldmgs,
convention centers, airlines (in-flight service) and:military bases.

The term. "Affiliate” when used in this Agreement in connection with. FRANCHISOR or FRANCHISEE; .shail include
each person or entity which directly, ‘or indirectly, through one or more intermediaries, controls, is contr:alled
by, or is under common control with FRANCHISOR ‘or FRANCHISEE, as applicable. Notwithstanding ‘the. foregomg
definition, if FRANCHISOR or its Affiliate has any ownership.interest in FRANCHISEE, the term. "Affiliate" shil not.
include or refer to FRANCHISOR or that Affiliate (the "Franchisor Affiliate"), and ho obligation' or restriction upo‘n an
"Affiliate" of FRANCHISEE, shall bind FRANCHISOR, or a Franchisor Affiliate or their respective: dlrect/mdl rect
parents or subsidiaries, :or their respective officers, directors; or managers.

i
: i
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1.4 Modification to System and Manuals. FRANCHISEE .acknowledges that the S;}stem,
FRANCHISOR!s Confidential Operations Manuals and any other manuals loaned to. FRANCHISEE by FRANGHISOR
pursuant to.Paragraph 3.4 of this Agreement (collectively the "Manuals"), and the products and services offered by
the Franchised Business may be modified, (such as, but not:limited to, the addition, deletion, and modlflcatlon of
menu items, operating procedures, products and services) from. time to. time by FRANCHISOR. FRANCHISEE
agrees‘to comply; at its expense; with all such modifications, including, without limitation, all reqmreme‘r'rts to
implement the modifications; such as replacement or renovation of equipment, remodeling, redecoration and
modifications to existing. improvements;, including structural changes. FRANCHISOR shall notify FRANCHISEE of
any- such System changes and: FRANCHISEE:shall implement-any System changes-upon receipt of notice thereof. from
FRANCHISOR, and shall complete-their implementation within such time as FRANCHISOR may reasonably. specify.
For purpose of this Agreement, System changes shall include, without: limitation, changes in any:of the. catelgorles
referred toinParagraph 7:3 of this Agreement. |1~

. - il
15 No Sublicensing Rights. FRANCHISEE shall not .Sublicense, sublease, subcontract or ent"e"r' any
management agreement providing for the right to operate the Franchised Business or to useé the Systein granted
pursuant tothis Agreement..

2. INITIAL AND EXTENDED TERM' ’
{

21 Initial _Term. The initial term of ‘this Agreement; except as otherwise provided in this Agreer{nent
shall eommence on the: Effective Date and shall expire on the third anniversary of the: opening of the Franehlsed
Business for business ‘to the: public, but: no later than four (4). years from. the Effective Date, unless sponer
terminated under the terms. of this Agreement. If the term of the Lease for the Franchised Location is for lessithan:
three (3) years, including any extension of the term, the initial term of this Agreement shall be for a FI)EI’IOd-
identical to the term of the Lease. FRANCHISEE shall have no. right or option to. extend or renew the term of this,
Agreement: except; as provided in:Paragraph 2.2 of this Agreement.

22 Option to Extend. FRANCHISEE shall have the option to extend the.term of this Agreement on the
terms .and, conditions. set forth in this Agreement; for one (1) additional three. (3) year period, upon w'ltten‘
notice given; by FRANCHISEE to' FRANCHISOR not less-than-six (6) months nor more than twelve (12) months pr. or to
the scheduléd expiration date. of the initial term, provided that each of the following conditions are satisfied:

|
§

2,21 FRANCHISEE shall, in a mannér satisfactory to FRANCHISOR; renovate, refurbish or
reconstruct the Franchised Business at FRANCHISEE's: expensé prior to the effective date of each extension to
conform to the building design, trade dress, color schemes, and presentation of Proprietary- Marks ‘to the lmage
then ‘in effect for new or the most. recently femodeled store$ under the System, including without limitation; Isuch
structural ehanges, remodeling and redecoration and such modifications to existing improvements, as ma[y be
necessary orrequired bylaw. '

222 FRANCHISEE shall not be in default of any provision of this Agreement, or ahy p~t‘h‘e'r’
agreement between FRANCHISEE and FRANCHISOR or its Affiliates, or any standards. set forth in the Manualsand
FRANGHISEE shall have' complied with .all the terms and conditions .of this Agreement, the Manuals and any. ether
agreements during the initial term of this.Agreement. !

223 FRANCHISEE shall have satisfied all monetary’ obligations owed. by FRANCHISEE to

FRANCHISOR and its: Affiliates; and shall have timely ‘met those obligations throughout the initial term of} | this

‘Agreement. )

!

2.2.4  FRANCHISEE must have the. ability to extend the term of the Lease for the Francrluilsed

Location on terms dcceptable to both FRANCHISOR: arid FRANCHISEE. FRANCHISEE shall present evidence: satlsfactory to

FRANCHISOR that FRANCHISEE has the right, to remain in possession of: the Franchised Location for the duratlon of

the extended term:.of this Agreement; which shall, in no event, exceed three. (3) years or‘the éxténsioh term oflth_e
Lease; whichever is less.

|
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2:25  ERANCHISEE shall, at FRANCHISOR!'s option, execute FRANCHISOR's then- current form of
Franchise: Agreement and any addenda fo the then-current: form .of Franchise Agreement, for the successor]l term,
which Franchise Agreement shall supersede this Agreement in :all respects, and the terms of which, mclydlng,_
without limitation, the amount of 'the royalty fee and .advertising fee, may, differ materially and ble less
‘advantageous to FRANCHISEE than the terms of this Agreement; provided, however, that FRANCHISOR's optlon

assetforth in Paragraphs 5.9-15.11 of this Agreement shallremain in-effect.

226 FRANCHISEE :shall comply with TFRANCHISOR's: thén-current qualification and| training
requirements.
227 FRANCHISEE shall pay FRANCHISOR a fee for the right to obtain an extended termiin an

amounts equal to-fifty percent (50%) of the then-carrent initial franchise fee charged by FRANCHISOR to new franchlsees
of FRANCHISOR, not to-exceed the sum of $25,000.

2.2.8 FRANCHISEE: shall execute a general release, in:a form prescribed by FRANCHISOR, of:any
and all claims Wwhich FRANCHISEE may: have or believes to have against FRANCHISOR and/or its Affiliates and,their
réspective officers, directors, agents and employees; whether the claims: are known or urnknown, whlclh are
based on, arise. from or relate, to this Agreement, the Franchised Business or the Franchised Location, as \nl‘ll;ell ‘as
claiths, known or unknown, which are. not based on, do not arise: from or do not relate ‘to this A'greemen"ic the
Franchised Business or the Franchised Location but which relate to other franchise' agreements, frantlzhlsed
businesses, franchised locations and other agreements between FRANCHISOR or its Affiliates. and FRANClIrIISEE
which arese on or before the dite of the. general release, including, without limitation, .all obligations; liabilities,
.demands; costs, expenses, .damages, claims, actions .and causes of action,. of whatever nature, character or
description, arising under federal, state:and local laws, rulés:and ordinances.. '

2.2.9 1f ERANCHISOR is. not offering new franchises, is-in the process of revising, amendilng; or
renewing FRANCHISOR'"s form of Franchise ‘Agreement or Franchise Offering Circular or is not lawfully: able to offer
FRANCHISEE FRANCHISOR' s then-current: form of Franchise. Agreemeént at the time FRANCHISEE exercises .an uc[x'ption
to extend the term of this Agreement, FRANCHISOR may offer to renew. FRANCHISEE's eXisting Frén‘w‘chi‘s’e
-Agreement ‘upon the terms and conditions set forth in this Agreement for the extended term of this Agreemelnt or
may, offer to extend. the term of this Agreement on a week:to-week basis following the expiration of the terrp for
as long as FRANCHISOR deems necessary or appropriate so.‘that FRANCHISOR may lawfully offer FRANCHISEE' its.
then-current form of Franchise Agreement. Further; if applicable law requires FRANCHISOR to give not'ir;:e to
FRANCHISEE prior to the expiration of the term of this Agreément, 'this Agreement shall remain in effect on a Week-
to-week basis until FRANCHISOR' has given the notice required by:such applicable law. !

[

23 'Continued Compliance. FRANCHISEE' s right to extend the term of 'this Agreement shall ‘be
subject to FRANCHISEE' s continued. compliance with the terms ‘and conditions of this Agreement as well as
FRANCHISEE"s compliance with the conditions set forth in Paragraph 2.2 of this.Agreement:

2.4 Termination at End of Term. If FRANCHISEE does not elect ‘to extend ‘the term.of this Agreemen this.
Agreement shall terminate at the'end of the initial térm- of this ‘Agreément.,

3. DUTIES. OF FRANCHISOR l
31 Plans. FRANCHISOR shall provide FRANCHISEE: with a preliminary’ floor plan, Iayoutj and

store-front rendering, based upon as-built drawings of the Franchised Location prepared by FRANCHISEE's architect
and provided to FRANCHISOR by FRANCHISEE..

32 Supervision _and _Assistance. FRANCHISOR shall provide. such initial and contlnumg
assistance to FRANCHISEE :as FRANCHISOR deems advisable. ‘
|

|




| | |

33 Training, FRANCHISOR. shall offer an initial training program to FRANCHISEE and those
employees of FRANCHISEE whofn FRANCHISOR deems necessaty and. appropriate in its, sole discretion - and, d'urlng
the ‘term of ‘this Agreement; make. available' such other training. programs as FRANCHISOR deems: nece’ssan"/i"and
appropriate. ]|

. . {
3.4 Manuals, In order to protect the reputation and goodwill of FRANCHISOR, to mairitain
upiform standards of the products; services; and operations offered and sold ‘under the Proprietary Marks,. and to
promote the goodwill of all TEA STATION Stores and ‘the. System, FRANCHISOR has creatéd ‘the M,an'ha,ls;.
‘FR’ANCHISOR shall Ioan one copy of the Manuals to FRAN‘CHISEE duri'ng the term of th'i's Agreen!{ent

FRANCH!SEE shall promptly ‘,l,mplement any System. chang_e upon receipt of notice thereof from FRANCHISOR
and.shall complete theiriimplementation within:such time as FRANCHISOR may reasonably specify. I

3.5  Inspection and Evaluation. FRANCHISOR shall conduct, when and as frequently| as
'FRANCHISOR: «degms advisable, inspections of the Franchised Business and evaluations of its management|land
‘operations, in order:to assist FRANCHISEE: and to maintain. the System's standards. of quality, appearance, and ‘seryice.

3.6 Supplies and _Suppliers. FRANCHISOR shall provide FRANCHISEE with a list| ‘of
FRANCHISOR" 5 approved and designated suppliers of goods and sefvices for the -construction, equipping |land
operation of the: Franchised Business following the Effective Daté. and. shall further provide FRANCHISEE: with updated
lists of 'such suppliers periodically during'the term of this Agreement.

i

37 Consultation and __Advisory Services. FRANCHISOR  may periodically  consult ;{Nit_h
FRANCHISEE from time to time concerning the operation of the Franchised Business. FRANCHISOR shall at reasonable
times;. upon request and at no charge to FRANCHISEE, furnish counseling and ‘advisory services to. FRANCHISEE |with
respect-to the planmng, opening and operation of the Franchised Business; including consultation and advice regarding
operating problems and procedures, new developments and improvements in the System, record kee'pmg,
purchasmg, marketing; promotion and merchandising, business forms -and the interpretation of policy as set forth ‘in
the Maniials, as the same may from time to time be. amended, and other directives of FRANCHISOR: The advu.!e to
be renderfed plirsuant:to-this Paragraph 3.7 shall be general advice designed, to assist FRANCHISEE :in the: operatlclml of
the Franchised Busifiess. FRANCHISEE -acknowledges and agrees that FRANCHISOR, by rendering such consultatlon
and advisory services, does not thereby guarantee the success or‘profitability of the Franchised Business.

3:8 Deiegatlon of Obligations. FRANCHISEE acknowledges and agrees that -any dutyI or
obligation imposed ori FRANCHISOR by this Agreement may be: performed by any :designee, employee, or agent of
FRANCHISOR, as FRANCHISOR may direct. FRANCHISOR reserves the right to retain the services of a master franchlsee
in the gedgraphic area in which the Franchised, Business will be located. In such event, the master franchlsee, on
behalf of FRANCHISOR, will perform certain sales, site assistance, and support services as; directed by FRANCHISOR
'FRANCHISEE .consents and agrees to any such delegation and :assigninent by FRANCHISOR of all or any portlon of
FRANCHISOR's obligations and rights under this Agreemeént to a master developer and acknowledges that FRANCHISEE
is not a third party beneficiary of any master franchisee agreement or any other agreement between FRANCHISOR
and any master franchisee.

3.9 | Franchisor's. Rights In Fulfilling. Obligations. In fulfilling its: obligations to FRANCHlSEE
‘pursuant: to this Agréement, and in conducting: any acti_yifies, .or exercising any rights pursuvant to thls
Agreement oron behalf of the System, FRANCHISOR (and its Affiliates) shall have the right:

R |

3.9.1 To take into account, as FRANCHISOR sees fit, the effect on; and the interésts

of, other TEA STATION Stores in which FRANCHISOR has an jfitérest and on FRANCHISOR's (and its Affiliates’) own
activities. ]




. |
. i
3.9.2 To share market and product research, and other ‘propriétary and ;non-

proprietary business information, with other Stores in which FRANCHISOR has ‘an interest, .or with’ FRANCHISORs
Affiliates. |

3.10 Responsibility of Franchisee. Notwithstanding the provisions of this Section 3, FRANCH!ISEE
shall be .and' remain responsible for the operation of the Franchised Business. at all tirhes and shall |hold
FRANCHISOR, its Affiliates and their respective directors, officers, employees and agents; harmless; there ‘f}om.
FRANCHISEE shallnotlook to FRANCHISORfor.performance.of regular operational duties.

4. FEES |

41 Initial Franchise' Fee. FRANCHISEE shall pay to FRANCHISOR an initial franchise fee of
$50,000 on ‘the Effective Date. The initial franchise fee skall be deemed f,ulvly‘ earned and non-refundable when
paid, in consideration of administrative and other expenses incurred, by FRANCHISOR in: entering into ‘,.t‘his
Agreement,.and for FRANCHISOR's lost or deferred opportunity to enterinto this Agreement with others.

42 Royalty Fee. FRANCHISEE shall pay to FRANCHISOR, without deduction, a@batement or offset a
continuing ‘weekly foyalty fee in .an amount equal to four percent (4%) of the Gross Revenue of the. Franchlsed
Business. “Gross Revenue! shall mean all. revenue from the sale of all products and ‘services related to| the
Franchised Business, (regardless of whether such products are served .at the Franchised Business or elsewhere))|.and
all othér income. of every kind and nature related to the Franchised Business including, -without limitation, catefing
inéome and business interruption ‘insurance, whether for cash or .credit, and regardless of collection in the case of
¢éredit; less any sales taxes or other taxes collected by FRANCHISEE from its customers for transmittal to the
appropriate taxing ;authority.

43 Advertlsmg Fee.  FRANCHISEE shall make weekly expenditures .and contrlbutlons for:
advertising and promotion as specified in Paragraphs. 11.1 and 11.7 of this Agreement without deductlon
abatement:or.offset.

{

1

|
4.4 Time of Payments. All payments required by Paragraphs 4.2 and 4.3 shall be paid on a'weekly
basis, each Monday, calculated. on the Gross Revenue for the preceding week. For purposes. of this. Agreement. the
week's -gperating, .accounting, and billing period for FRANCHISEE. shall end each Sunday at the close of business. All
payments required by Paragraphs 4.2' and 4.3 shall be. accompanied by such reports or statements required ander
Paragraph 10.5 of th|s Agreement. Any report or payment not actually received by FRANCHISOR on or before‘
Sunday’ shail be déémed overdue; If - -any payment under this. Agreement is overdue, FRANCHISEE shall paty to
FRANCHISOR, immediately upon demand; in addition. to the .overdue amount, interest on such amount from the
date it'was due.until pa|d at the rate of ‘ten percent (10%) per annum, calculated weekly, or the maximum rate
permitted by law, whichever is less. Ertitlement to such interest shall be in addition to any. other remedies
FRANCHISOR 'may haveincluding, without limitation, the right of set-off to-withdraw: or-retain, from time to timeland
without. notice to. FRANCHISEE, any amounts due and inpaid by FRANCHISEE from any accounts or amounts.
otherwisé payable to FRANCHISEE. If any check, draft, electroni¢ or :otherwise; is- unpaid because of insufficient
funds or otherwise, then FRANCHISEE shall pay FRANCHISOR! s:expenses arising from such non-payment, mcludl'ng
bank fees in the amount of at least $50and any cther related. expenses incurred by FRANCHISOR. FRANCHISEE
shall not be entitled to set-off ahy payrments required to be made under this; Sectlon 4 against,any monetary claim:
FRANCHISEE believes it may Kave against FRANCHISOR.

45 Other: Payments. In addition to all other payments provided in. this Agreement, FRANCHISEE
shall pay:FRANCHISOR and its Affiliates promptly:when due:




451 All amounts advanced by FRANCHISOR -or'which FRANCHISOR has paid,. or for which
FRANCHISOR hasbecome:obligatedto pay on behalf of FRANCHISEE foranyreasonwhatsoever., I
)

452 The amount of all sales taxes, use taxes, personal property taxes and similar taxes,
which 'shall be imposed upon FRANCHISEE :and required to be-collected or paid by FRANCHISOR (a) on account of
FRANCHISEE's Gross, Revenue; or {b) on account of initial. franchise fees, royalty fees or advertising fees collectéld by
FRANCHISOR. from FRANCHISEE (but excluding ordinary income taxes) FRANCHISOR,. in its. discretion, may collect. the.
taxes in the same manner as royalty fees are collected and promptly pay ‘the, tax collections to the appropnate
governmental authority; provided, however, that unless FRANCHISOR so elects, it shall be. FRANCHISEE's: responsnblllty
to pay, all sales, use or other taxes now of hereinafter: imposed. by any governmental authorities on initial franchise
fees, royalty fees and advertising fees.

453 All amounts due for :any reason, including on :account of purchases of"Propri'éltary

Products, supplies or servicesrelatingto the Franchised Business. |
|

4.6 EFT and Pre-Authorized Payments. FRANCHISEE hereby authorizes FRANCHISOR ‘to initiate.

debit entries and/or credit collection entries to FRANCHISEE's designated primary business: operating checking or
Savings account: for the payment of royalty fees, advemsmg fees and all other sums that. may become: due to:
'FRANCHISOR, or its Affiliates;. from FRANCHISEE.

4.6.1 At FRANCHISOR's request, FRANCHISEE, at FRANCHISEE'S sole cost and ‘experise, |shall
instruct its bank to pay the amount of-its royalty fees, advertising fees and all:ather sumnis that r may-become. due to
FRANCHISOR, or its Affiliates, directlyto FRANCHISOR from FRANCHISEE's account, by electronic fuiids, transfer .of
such other automatic payment mecharism which FRANCHISOR ‘may' desighaté (“EFT"). and upon. the. terms, and
conditions set forth in the Manuals, and promptly upon FRANCHISOR's request, FRANCHISEE shalil éxédult'[é or
re-execute and deliver to FRANCHISOR such pre-authorized theck forms:and 6ther instriments or drafts reqmred
by FRANCHISOR's bank, payable:against FRANCHISEE"s bank account, to enable FRANCHISOR to draw: FRANCHISEE s

- royalty fees, advertising fees and all other sums:that may-become due to FRANCHISOR, or its Affiliates.. FRANCILIISEE
shall make funds: available for'withdrawal by FRANCHISOR by electronic transfer on such dates of each month
as FRANCHISOR shall designate throughout the term of this Agreement. If FRANCHISOR elects to utullze“thls
method of payment of such obligations, FRANCHISEE shall maintain a single bank account for _such paynl\ents
and shall maintain such minimum balance in such account as. FRANCHISOR may reasonably specify from time to
time. FRANCHISEE shall not alter or close such account except upon FRANCHISOR's prior written. approval
Any failure by FRANCHISEE to implement such EFT system in 'strict accordance with FRANCHISOR's |nstruct|ons
‘shall constitute amaterial default of-thisAgreement.

t
1

4.6.2 If FRANGHISEE is dellnquent more than two (2) times in any continuous twelve] 12)
month period during the term ‘in the payment of royalty fees, advertising’ fees or other fees, or of other sums
-due to FRANCHISOR or to its Affiliates.including :on account of the-purchase of goods. or services, or fails to réport
its. sales on a timely basis, FRANCHISOR may require FRANCHISEE to implement a system prescrlbed by
FRANCHISOR which shall permit FRANCHISOR ‘unilaterally to estimate and draw down. the amounts owed by
FRANCHISEE, -which systéem may include automatic debits; use' of FRANCHISEE pre-authorized checks, ci;fcher
‘instruments of, a'utﬁofity 'of any other arrangement FRANCHISOR may prescribe. FRANCHISOR ‘may basla its
estimates of royalty fees, advertising fees and similar payments, which are calculated based on Gross Revélnue
ofi FRANCHISEE's. hsstoncally reported Gross Revenue. FRANGHISEE shall promptly implement such.system in strlct
accordance with FRANCHIS@R!s instructions and. failure to do 'so shall constitute a material ‘default of| this
Agreement. |

4.7 Security linterest. In order to secure payment of all royalty fees, advertising fees and :all other
stims that. may becomie due to FRANCHISOR, or its Affiliates, from FRANCHISEE .and ‘to secure performance by
FRANCHISEE of all obligations of any: kind, whenever and however- incurred, in favor of FRANCHISCR; ‘or its Afflllatesl
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474 FRANCHISEE hereby grants FRANCHISOR a security interest in and to :all 'IeasL'hold
improvements; fixtures; furnishings. and equipment, iinventory, supplies’ and vehicles located at of used in: connection
with. the Franchised: Business, now or hereafter acquired by FRANCHISEE, together with all accounts, payment
mtanglbles,. attachments; accessories; additions, substitutions .and replacements! all cash and non-cash pro;ee’ds
derived from insurance or the disposition of such assets, all rights of FRANCHISEE to use the Proprietary Pror'ﬂu’cts_,,
the' Proprietary Marks; patents; copyrights and their registrations, trade: secret information -and .other propnetary
‘rlghts and all rights granted, owned or licensed to FRANCHISEE under this ‘Agreement for the use of the Proprietary
Produicts;. the Proprietary Marks, trade names, trade styles, patents, copyrights, trade secret information and |other
proprletary fights. FRANCHISEE hereby authorizes FRANGHISOR to; prepare and file all Uniform Commercial Code:
fnancmg statéments -and other documents necessary or desirable to evidence; perfect and continue the pnorty of
this securlty interest: inder the Uniform Commercial Code. i
}
4.7.2 I.FRANCHISEE.is and remains in goodistanding;under this Agreement and all 6ther
agreements with FRANCHISOR, and its: Affiliates, FRANCHISOR will consent to FRANCHISEE's grant of an additional
security interest in thé Franchised Business or in:any of the. assets of the Franchised Business. if the condltlorlls set

forthin Paragraph 3.4 of ‘this Agreement aremet. - '

4.72.3 If FRANCHISEE is 'in default of any of the terms and conditions. of this: Agreement
or any.other agreements between FRANCHISOR, and its Affiliates, and FRANCHISEE, FRANCHISOR. may; in its dlscrletron
.exercise its. rights with respect to its security interest. In such event, FRANCHISEE shall be and refnain liable forI any
deficiency remaining due to FRANCHISOR and shall be. entitled to recover any surplus which results aftér -application,
of the proceeds derived from the enforcement of FRANCHISOR's'security interest, '
|
|

48 Application of Fees. Notwithstanding; any designation by FRANCHISEE, FRANCHISOR shall |have.
the sole discretion to :apply any payments made by FRANCHISEE to ‘any past due |ndebtedne<s of
‘FRANCHISEE: for royalty fees, advertising fees, interest or any other indebtedness, in such amounts and in such: order
a5 FRANCHISOR shall determine. J

5. RENOVATION OR CONSTRUCTION OF THE FRANCHISED LOCATION
5.1 Approval of Plans. FRANCHISEE shall employ a licensed architect approved by

FRANCHISOR. at. FRANCHISEE' s eXpensé to condiict a site survéy and to prepare as-built drawings of the. Franchlsed
Location and shall submit the same to FRANCHISOR in CAD. form within sixty (60) days of receiving site approval
from FRANCHISOR. Follawing: FRANCHISOR's receipt of the same, FRANCHISOR shall provide FRANCHISEE w‘rth a
preliminary floor plan layout and store-front rendering of the Franchised Location, based upon such as-bmlt
drawings and with. FRANCHISOR's prototype design development package. FRANCHISEE shall pay FRANCHISOR thé Sum
of $5,000 for the: preparation of the preliminafy floor plan layout and store=front rendering ‘when: the asi built
drawings are delivered to FRANCHISEE. FRANCHISEE's architect shall theri complete the required plans; .and|[shall
submit them to FRANCHISOR for :approval within thirty (30) days from the date that FRANCHISEE rfeceives the
preliminary floor plan layout and store-front rendering of the Franchised Location and prototype design develop’ment
package. The plans: shall be deemed disapproved uiless they havé béen expressly approved in wrrtlng by
FRANCHISOR within. thirty (30) days from the date that FRANCHISOR receives the required plans. FRANCHISEE shall,. at
its: own expense, commence renovation .or construction of ‘the Franchised Location within thirty (30) days|after
-approval by FRANCHISOR of FRANCHISEE's final plans. FRANCHISEE shall use @ licensed general contractor approved
by FRANCHISOR.for all construction, renovations, modifications, or improvements and -shall provide FRANCHlSOR
with, all information relating to such construction (including the costs of any renovations, mo‘d'ific’atibnsfk or
impfovements) as FRANCHISOR. may reasonably, rtequest. FRANCHISEE shall also provide FRANCHISOR with a
construction ‘schedile for the renovation or construction of the: Franchised Location which shall provide 'fo[r the
‘completion of renovation ‘or construction of the Franchised Location and the opening of the: Franchised Business for
businéss ‘within riot more than twelve (12) months following the Effective Date; :subject .only to “Force Majeure” (as
.defined in Paragraph 5.3 of this Agreement) The final plans shall not be:changed or modified without the. prior written
approval of FRANCHISOR.




5.2 Zoning, Permits, Clearances; and ADA _ Compliance. FRANCHISEE: shall be wres'ponsibléi,. at
FRANCHISEE's expense, for obtaining all zoning classifications, permits, and clearances, including, but not: limited.
to, certificates of .occupancy and mall clearances and fire and health department approvals, which may be req’uwed'
by federal, state; or local laws; ordinances; or regulations. ERANCHISEE shall certify. in writing to FRANCHISOR that all
such classifications, permits; and clearances have been: obtained. FRANCHISEE shall also take reasonable steps to msure
that the: Franchised Location complies with all :applicable requirements of the Americans: with Disabilities Act: )

5.3 Requirements During. Construction: FRANCHISEE shall provide written notice | to
FRANCHISOR, of the date construction commenced within seven '(7) days .after commencement and |shaII
thereafter provide to FRANCHISOR :a monthly jprogress report. signed by FRANCHISEE, ‘its architect, and its general
contractor warranting-that:construction is proceeding .on schedule ‘and in.accordance with the approved final plans
and with all applicable laws, ‘ordinances, and regulations. During the construction period, FRANCHISOR and its
agents shall have the right; but not the obligation, to inspect the site at all reasonable:times. FRANCHISEE: shall -at
its expense, complete.construction and open the.Franchised Business for business (including all exterior and 'interior
cafpentry; electrical, plumbing, heating, ventilation, air conditioning, painting, and finishing work, and *lnstalllatlon
of all furniture, fixtures,. equipment; :and signs) in accordance with the final plans and construction schedule
approved by FRANCHISOR, within not mare than twelve (12) months following the. Effective Date, subject on y to
"Force Majeure”. For piirposes of this Agreement, "Force Majeure” means acts of God (such as tornadoes,
earthguakes, hurrlcanes, floods, fife or other natural catastrophe); strikes, lockouts. or other |ndu| Strial
distarbances; war, terrorist acts, riot; or other .civil disturbance; ‘epidemics; or other similar forces ,vluhlch
FRANCHISEE could not;by-the exércise of reasonable diligence have.avoided; provided however, ‘that neither a'n -act
or failure to act by a governimental authority, hor-the performance, non- performance or exercise of rights Lllnder
any agreement with FRANCHISEE by any lender, landlord, contractor, or other person shall be an event of Force
Majeure hereunder, exceptto the:extent that such act, failufe to act, performance, non-performance. or exerCIsevof
rights results from an act which. is otherwise an event.of Force Majelire. FRANCHISEE's financial'inability to perforlm or
FRANCHISEE'sinsolvency:shallnot be an:event of Force Majeure, hereunder. |

1

5.4  Approval for Opening. FRANCHISEE shall notify FRANCHISOR of the antluqated
construction completlon date and, within & feasonable time after construction is: completed, FRANCHISOR shall. have
the right, but 'not the ‘obligation, o conduct a final inspéction of the Franchised Location. FRANGHISEE: shall‘ not
open the Franchised Business without the express written authorization of FRANCHISOR;, which 'authonzlatlon
may be conditioned upon FRANCHISEE's stfict: compliance. with the. specifications of the approved final plans:xand
System staridards @nd completlon of any pre-opening training required by  FRANCHISOR and FRANCHISEEs
compliance with staffing-and other requirements set-forth in the Manuals and -applicable to the operations °fl ‘the
Franchised Business., FRANCHISEE shall open the Franchised :Business.for business following receipt of a. certnfcate
of occuparicy and no imore than ten (10) days after receipt. of FRANCHISOR s'written authorization to open. “
I

5.5 Insurancé Diring Construction. FRANCHISEE shall procure, prior to the commencement oilany
construction or the renovation of the Franchised Business, and :shall maintain in full force and effect. at all fimes
during. -ahy construction or renovation, at FRANCHISEE's expense, an insurance policy or policies protecting
FRANCHISEE, FRANCHISOR, and its Affiliates; and -their respective partners, shareholders, directors, :agents;|land
employees, against any demand or claim with respect to personal or bodily injury; death, or property damage,. or
any loss, liability, or expense whatsoever arising or occurring upon. orin connection with the constructlor!1 or
renovation of the Franchised Bisiness. Such policy or policies shall be written by. a responsible insurer or: |nsurers
acceptable to FRANCHISOR, shall comply With the fequirements prescribed by FRANCHISOR in writing; at the tlme
such policies -aré obtained (including those prowsuons of Section 12 of this Agreement specified by FRANCHISOR),
and shall include, at a'minimum, the coverage’s arid amounts. specufled by FRANCHISOR in the Manuals or otherwnse
inwriting.
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‘minimum. hours: and .days as FRANCHISOR may specify in the- Manuals or otherwise 'in writing; and .shall H

|
6. “TRAINING i

6.1 Pre-Opening. _Training. Prior to the opéning of the first Franchised Business developed by
'FRANCHISEE; FRANCHISEE (or, if FRANCHISEE is a.corporation, partnership, or limited liability:company, a pr|nC|pa| of
FRANGHISEE acceptable 'to FRANCHISOR and who: owns at least a fifty-one percent (51%) equity mterest in
FRANCHISEE) and those of FRANCHISEE's managers approved by FRANCHISOR, :shall attend and complete to
FRANCHISOR's satisfaction the' initial training program (or segments ‘thereof at FRANCHISOR's dlscretlon]) for
franchisees and managers offered by FRANCHISOR. FRANCHISOR shall provide such training, instfuctors, a tra‘mlng
manual, and other materials without: charge to two (2) persons; FRANCHISEE shall pay a fee of $1000 for ‘each
additional attendee sent by FRANCHISEE. Except as stated in the preceding sentence, FRANCHISEE shalll be.
responsible for .any .and all other expenses incurred in :conriection with- sending its trainees to such tramlng‘
including, without limitation, the costs of transportation, lodging, meals, and afy Wages. For the second|and
any ‘subsequent TEA STATION Franchised Business developed by FRANCHISEE, FRANCHISOR shall not. prc!wude
FRANCHISEE ‘withitheinitial training program.

6.1.1 FRANCHISOR :shall, in its sole discretion, select.'the time ‘and location dﬂ the
initial training program. During the term of this. Agreement, FRANCHISEE shall always employ, of a full-time basis in
the operation of the Franchised Business, at least two {2) managers who have successfully, completed the m|n|}num
level of training specified by FRANCHISOR in the Manuals orotherwise in writing, If FRANCHISEE must:sénd addmonal
.employees for ‘training to comply ‘with the reguirement set forth in the preceding sentence, or if FRANCP;IISEE
‘chooses: to. send (with, FRANCHISOR's prior consent) additional employees to siich training, FRANCHISOR shall not:
charge any fee for the training required for:such individuals. All in-storé management personnel shall be dedlcated
exclusively tothe TEA STATION brand.

6.1.2 For the first and second Franchised Business developed by FRANCHISEE} for

:approximately seven (7) days: prior to the opening of each Franchised Business and for approxirately seven (;7);|days;

thereafter, FRANCHISOR 'shall provide FRANCHISEE, atrFRA,NC,HISQRis expense, with the services of FRANCHISIORfS;
training personnel (up'to a maximum of four (4)to facilitate proper operation of the Franchised Business during the

:opening period and to assist in correcting.any operational problems that may arise. For the third and any:s‘ubﬁédﬁ’ent«

TEA STATION Franchised Business developed by FRANCHISEE, FRANCHISOR shall not provide to FRANCHISEE aﬁly of
FRANCHISOR's personnel to:assist in connection with FRANCHISEE's-opening ofsuch Franchised Business. {

6.2, Additional Training. FRANCHISEE and FRANCHISEE's, managers and other employeés also shall

attend such additional courses, seminars, and other training programs as. FRANCHISOR 'may reasornably requife from

time to time. The fee for any additional courses shall be $500 per course. FRANCHISEE shall be responsible for’ any

:and' all expenses.incurred in connection with sending its employees t6 such training including, withoiit llmltatlon,

the costs ‘of transportation, lodging, meals, training materials and any ‘wagés. FRANCHISOR shall, in its Isole

discretion;select the time and location of-all additional training. !

7. DUTIES .OF FRANCHISEE
71 mportance of System Standards. FRANCHISEE understands and acknowledges ‘that' every.detail

of the ‘System and the Franchised Business is. essential to FRANCHISEE, FRANCHISOR, and other TEA STA'I\IQN
franchisees ‘in’ order ‘to (a) ‘develop .and maintain .quality operating standards, (b) indease the demand ,fg_r,:.the
products and services. sold by all franchisees operating under the System, and (¢) protéct FRANCHISOR's

reputation and goodwill. FRANCHISEE shall maintain FRANCHISOR!s high standards with respect to ’ffacih{i,es,
services, products, and operations.

7.2, Use: of Franchised Location. FRANCHISEE shall utilize the Franchised Location solely for| 'the
operation of a Eranchised Business; shall keep the Franchised Business open and ‘in normal operation for such
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refrain fro'm using -or permitting the use of the Franchised Location for any other purpose or activity! The
Proprletary Marks, any: Interhet. domain names; URLs, copyrights, toll-free "1-800", “+888" and "1877" telephone
numbers of other like toll-free telephone. numbers which may be utilized by FRANCHISOR, or its Afflhates“ and
their mnemonics and other identifying: marks constituting a part of the System, now or in the future, shall be
used solely iri connection with the operation of the Franchised Business at the Franchised Location. Nothlng
contained in this Agieement shall be construed to authorize. or permit the ‘use by FRANCHISEE iof the Systenﬂ the
Proprietary, Products or the Proprietary Marks, any. Internet domain names,. URLs, toll-free. "1-800", "I-888" or "I-
877" ‘telephone numbers, or any confusingly similar: imitations of the same, at any location other tharl the
Franchised Location, onthe World Wide Web séction 6f theé Internet orfor any- -other purpose whatsoever.

73 System _Standards. To insure that the highest degree of quality and service is, maintained,
FRANCHISEE shall opefate the Franchised Business in strict conformity with such methods, standards, |' and
specifications as FRANCHISOR may' from time to time prescribe in the Manuals or otherwise in writing. FRANCHISEE
shall refrain from: (a) deviating fram such standards; specifications; and procedures without FRANCHISOR's. prior written
consent;, and (b) otherwise, operating in any manner which. reflects adversely on the Proprietary Marks or the System
Without : limiting’ the, generallty of -the foregoing, FRANCHISEE agrees:

731 To maintain in sufficiént sUppiv, and use at all times, only such products;
.equipment, materials, signs, menu items, ingredients, and supplles as conform, to FRANCHISOR'S standards and
specifications and'to refrain from using non-conforming items,

7:3.2. To purchase, use, offer and/or promote, and mdintain in §tock at] the
Franchised Business (i) in such quantities. as are needed to meet reasonably anticipated consumer. demand) the
frozen yogurt mixes, beverages, food products and otheér ingredients which are prodiiced of manifactured in
-accordance with FRANCHISOR's proprietary recipes, specifications and for formulas or which FRANCHISOR, desigriates.
as "Proprietary Products”. '

733 To .sell or offer for sale only such items, -authorized products and sérvices as Imeet
'FRANCHISOR!s' uniform standards of quality, as have been expressly approved for sale in writing by ERANCEi!SOB
under the specific name designated by FRANCHISOR and shall be prepared -and served strictly: in accordance |jwith
FRANCHISOR!s' recipes and specifications; shall sell or offer for sale, all products, and services require‘.‘j by’
FRANCHISOR iin the Manuals: or otherwise in writing as being part of the System; shall not deviate from FRANCHISOR!'s
methods, standards, and specifications. regarding, without limitation, quality and dimensions of products 'soldg'tand
shall discontinue selling -and offering for sale any products or services which FRANCHISOR may, in its sole dlscre>txon,

dlsappnove. in ‘writing: at:any time:

734 To purchase and install, at FERANCHISEE's expense, all fixtures, furnishings,
equ'i'pmeht' decor, signs; and other jitems as FRANGHISOR may reasonably. direct from time to time: in the Manual or
.otherwise. in writing in accofdance, with FRANCHISOR!'s standards and specifications; .and shall refrain ‘from installing
or permitting to be. installed 6n or about the Franchised Location, any fixtures, furnishings; equipment; decor, signs,
vending, or game. machines or other items' not prewously ;approved in writing’ as.meeting FRANCHISOR's. standardé‘ and
specifications.

I

7.35 That all premium signature tea drinks and other complimentary snack products
and beverage items .served from the Franchised Business shall be served in packaging :and -containers bearlng
accurate reproductions .of the Proprietary Marks ‘as may be required, by FRANCHISOR: All containers,. napkins; bags,
cups, menus and other ‘packaging and like articles used in connection with the. Franchised Business shall conform to
FRANCHISOR's speufcatlons shali be imprinted with the Proprietary Marks, if:and as.specified by FRANEHISOR .and
shall be purchased by FRANCHISEE from a distributor or manufacturer approved in writing by FRANCHISOR (whlch
may include FRANCHISOR or its Afflhates), as provided in Paragraph 7.4 of this Agreement, which approval W|II not
be unreasonably withheld. -

!
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7.4 Purchases of Products, Equipment; Supplies and Materials. FRANCHISEE shall' purchase all
‘products; equipment, (including, without limitation, all frozen yogurt machines, refrigerators, freezers I'and
blenders), supplies: and materials used or sold by the Franchised Business, lincluding, without limitation| the
Proprietary Products, solely from suppliers (including FRANCHISOR, or its -Affiliates, and maniifacturers,
‘wholesalers; and distributors) who- demonstrate, to FRANCHISOR's continuing reasonable satisfaction,. the. ability
to ‘meet' FRANCHISOR's reasonable standards and specifications for such items, who posséss adequate q'uyaj,ity“
controls, and capacity to supply FRANCHISEE's needs promptly. and reliably, and who have been approved by
FRANCHISOR in the Manuals. or otherwise ‘in ‘writing and not thereafter disapproved. FRA_NCH;ISE;E
acknowledges and agrees. that FRANCHISOR and its Affiliates may negotiate purchase arrangements with suppliers
for FRANCHISEE's benefit and may derive revenue or obtain rebates, bulk. pricing discounts: or -allowances for ltheir
own account from approved or designated suppliers if rebates or other considerations: become available because
of FRANCHISEE's purchases of products or services. If FRANCHISEE desires to purchase products from other than
approved suppliers, FRANCHISEE shall submit to FRANCHISOR .a written request to approve the: proposed suppller,
together with such evidence of conformity with FRANCHISOR!s specifications as FRANCHISOR may. reasonably
require, or shall fequest the supplier itself to do so. FRANCHISOR shall have: the: right to inspect and evaluate the
siipplier's facilities and products’ to be supplied; and FRANCHISEE shall pay .all -of FRANCHISOR!s reasorllable
expenses ingiirred in so doing :of a minimum of $500. FRANGHISOR ‘may from time to time re-inspect anéi re-
evaliiate'the facilities and products: of :any approved supplier and revoke its:general approval of particular products.
or suppliers whén FRANCHISOR determines, in its sole discretion, that such products. or suppliers no longer meet
FRANCHISOR!s standards: Upon receipt 'of written notice of such revocation, FRANCHISEE shall cease to sell Lany
disapproved products and cease to purchase from.any disapproved supplier:

7.5 Puichases from Franchisor or its Affiliates. FRANCHISOR and its Affiliates may act as
suppliers of goods, services, products, and/or supplies to be purchased by FRANCHISEE, including, WIthout
limitation, the Proprietary Products ("TEA STATION Goods and Services' ), and may desighate themselves as’ thel sole
suppliers of any such TEA: STATION Goods--and Services., l

‘I
7.5.1 All TEA STATION Goods and Services purchased from FRANCHISOR m!" its
Affiliates shall be purchased in accordance with the purchase order format issued from time to tlmex by
FRANCHISOR, the current form of which shall be set forth in the Manuals. FRANCHISOR may change the: prlces
delivery terms.and other terms relating to its sale of TEA STATION Goods and:Services to FRANCHISEE on prior: wntten
notice, provided, ‘that: such prices shail be the same as the prices charged to similarly situated TEA STATION
franchisees and which shall be reasonable based upon the. costs 'associated ‘with such TEA STATION Goods and
Services. FRANCHISOR,, in its discretion, may discontinte the sale of any Goods or Services ‘at any time |f in
FRANCHISOR's Judgment its contirided sale becomes unfeasible, unprofltable, or otherwise undesnrableq All
product orders by FRANCHISEE shall be subject to acceptance. by FRANCHISOR ‘at. FRANCHISOR's designated offllces,
and FRANCHISOR reserves the. right to accept or’ reject, in whole. or in part, any. order placed by FRANCHISEE
FRANCHISEE shall submit to FRANCHISOR, upon written request, financial statements which contain suffncuent
information to enable FRANCHISOR to determine the -credit limits; if any, to be extended to. FRANCHISEE
FRANCHISOR, ih its sole discretion, may establish the credit terms; if‘'any, upon which it will accept FRANCHISEES

orders, and may require, FRANCHISEE to pay for orders on a.cash-in-advance orcash-on- delivery basis. ‘

7.5.2  Each order placed by FRANCHISEE, whether oral or written, for any. product
shall be deemed to incorporate. all of the terms and: conditions of this Agreement, shall be deemed subordmatle to
this ‘Agreement in any ‘instance where any term or condition of such order conflicts with any term' or
condition of this Agreement, and shall inélude such information as FRANCHISOR may from time. to time: spelufy,
and shall be: submitted on such form of purchase order as may be prescribed by FRANCHISOR from time. to tlmer
No purchase order submitted by FRANCHISEE shall ¢ontain any terms except .as approved ‘in ‘writing| by
FRANCHISOR, nor be. deemed complete unless all of the information required by the prescribed purchase order
form, as:revised from'time to time, is: provuded by FRANCHISEE. No new or additional term. or condition contained in
any order placed by FRANCHISEE shall be deémed valid, effective or -accepted. by FRANCHISOR unless such term
condition shall have been expressly accepted by FRANCHISOR in writing. i

|
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7.53 FRANCHISOR shall not be: liable to 'FRANCHISEE on account of :any delz :y or
failure. in, the, manufacture, delivery or shipment of goods or products caused by Force Majeure or .other events or’
circUmstances Bey’qng FRANCHISOR's reasonable control including such events as.labor ‘or material shortages, conditions
of supply and demand, import/export restrictions, or distuptions in FRANCHISOR’s supply. sources. !

75.4 On the expiration or termination of this Agreement, of lin. the event of{l any:
default by FRANCHISEE of this. Agreement, FRANCHISOR shall hot be 6bliged to f|II or ship any orders then pending
or, in the case of termination or non-renéwal, made any time thereafter by FRANCHISEE, and FRANCHISOR!may.
notify its approved :suppliers of any impending, termifiation or expiration of this Agreement and may, among other
‘things, instruct such suppliers to- deliver only such. quantity of Propriétaty. Products as, is: reasonably necessary to:
supply FRANCHISEE!s needs prior' to the expiration or terrnination date of this Agreement. |

7.6 Cooperation with Inspection. FRANCHISEE shall permit FRANCHISOR or its agents, at 7any
reasonable time, to remove from ‘the. Franchised Business Fe"p’resehtatlvez samples. of any ingredients, products,
materials, supplies, and paper goods used in the operation of the Franchised Business, without payment therefore,, in
amounts reasondbly necessary: for testing by FRANCHISOR or an independent laboratory, for the‘purposes of determ pmg
whether the samples meet: FRANCHISOR's then-cutrent standards: and. specifications: In addition to ‘any other remedies it
may-have 'under this Franchise. Agreement, FRANCHISOR: may require ERANCHISEE to. bear the: cost.of such testing if the
supplier has not been @pproved by FRANCHISOR, or if the sample fails'to conform to FRANCHISOR's specifications. '

7.7 Maintenance of Franchised Location. FRANCHISEE shall maintain the Franchised Location
(lncludmg fadjacent pubhc areas) in a clean, orderly condition and in excellent repair; and, in connet"tlon
therewith, FRANCHISEE shall, at its expense, make such additions, alterations, repairs, and replacements underjjthis.
Agreemeént (but. ho others without FRANCHISOR's prior written consent) as: may be required for that purpose,
mcludlng, without limitation, such. periodic’ repainting, repairing, and replacing of obsolete or deteriorated
signs, furnlshlngs, fixtures, equipment, and decor as FRANCHISOR may reasonably’ direct by written notlc]é to
FRANCHISEE. FRANCHISEE :shall complete all ‘work:specified in any:such notice within the time frame FRANCHISOR|inay
reasofiable specify..

7.8 " Re:lmaging of Franchised Location. FRANCHISEE shall at its own expense, maké such
alterations; additions; or modifications to the Franchised Location as FRANCHISOR may reasonably require to
accommodate changes, made by FRANCHISOR to ‘the System, including, without limitation, changes. to. menu items
or market positioning. FRANCHISEE shall have ninety (90) days from receipt of notice from FRANCHISOR: regar'dmg

Ii
re-imaging requirements in which to make the required 'alterations, additions, or modifications tothe Franchlsed
Location:

t

7:9 Refurbishment of Franchised Location. At FRANCHISOR's request, but not. moré often than Jﬁc'e
every thirty (30) months (and in addition' to any work which FRANCHISEE may. undertake pursuant to other
sections of this Agreement), FRANCHISEE shall refurbish the Franchiseéd Location, at'its own experise, to ‘conforr'rII to
the building design, trade dress, color schemes, and presentation of the Proprietary Marks in a manner
consistent ‘with the then-current public image for new or remodeled TEA STEATION: Stores in the System, mcludmg,
without limitation, replacement or renovation of equipment; remodeling, redecoration, and modificatiotis to
existing improvements :and reasonablé structural changes. that: FRANCHISOR may reasohably require or that ma{‘/l be
required by law. The cost to FRANCHISEE for such refurbishment shall not- exceed $10,000 for refurblshment of
the interior of the Franchised Business and shall not -exceed $5,000 for refurbishment of‘the éxterior of the
Franchised Business, plus an:annual increase in each of these amolints at the anniversary of thé. Efféctivé Date, by an
.amount equal to the percentage increase in the Consumer Price Index, all Urban Consiimers, published by the U.s.
Department of Labor Statistics or any successor Index, for the metropolitan area surrounding the Franch ;ejd
Location for the period most.comparable to the yearly-anniversary date.
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7.10  Franchisee EmployeePolicy; Uniforms and Employee .Appearance.

7.10.1 After the. Franchised Business. has -opened to the public, FRANCHISEE ]'shaII
maintain a competent, conscientious, and trained staff, and shall take such steps as are necessary to ensure that its

=employees preserve good customer relations; render competent, prompt, courteous, arid knowledgeable se rwce,
and meet such minimum standards as FRANCHISOR may establish from time to time in the Manuals or othenmse in

writihg. In the event FRANCHISEE: or its Affiliates own and operate: multiple. TEA STATION Stores, FRANCHISOR' may

require, in its sole. discrétion,, FRANCGHISEE to employ a general operations manager. responsible for the ove'r5|ght

of opérations at all TEA STATION Stores owned and, operated by FRANCHISEE or its. Affiliates. FRANCHISEE sh'all be
solely responsible for all employment decisions and functions: of the Franchised Business, including, without
limitation, those related to- hlrlng, firing; ‘training, wage and hour requirements, record keeping, superwsuon and
discipline of employees; and regardless of whether FRANCHISEEreceuvesadvncefromFRANCHISORonthesesubjects

7.10.2 FRANCHISEE 'shall cause all employees, while. working in the Franchlsed
Business; to: (|) wear uniforms of such color, design, .and’ other specifications as FRANCHISOR may designate|frof

time tg tirme, and (ii) present a neat and clean. appearance. If FRANCHISOR removes the type of uniform utlllzed by

FRANCHISEE from the list of approved uniforms, FRANCHISEE shall have ninéty (90) days from receipt of written

‘notice: of such: rEmdvgl to discontinue use: of its existing inventory of uniforms and implement the approved type of
uniform. In no case shall any employee of FRANGHISEE wear his. or her TEA STATION uniform while wOrk’i‘n“g for

FRANCHISEE at ariylGcation other thah the Franchised:Business.

711 Modification to the: System. FRANCHISEE shall not :implement. any modification to the

Systém without the express.prior written consent of FRANCHISOR. FRANCHISEE shall:notify FRANCHISOR in writing of

any proposed modification, and shall provide to FRANCHISOR such information as FRANCHISOR requests

regarding such. modification. FRANCHISOR shall have the right to incorporate the modification into the System

without compensation to FRANCHISEE.

7.12 Ledse or Sublease. FRANCHISEE shall comply. with all terms of its Lease with a third-party. -
landlord (a “"Lease") or a_sublease with FRANCHISOR,; or its. Affiliates. (a "Sublease"), for the Franchise Locatlon,
and all other agreements affecting the operation.of'the Franchised Business; and shall refrain from:any activity whnch
may jeopardize FRANCHISEE's right to remain in possession of, or to renew the Lease or Sublease for,' ‘the
Franchised Location. if FRANCHISEE will occupy the. Franchised Location under a Lease with a third- -party landlord,
approval of the Lease by FRANCHISOR may | be conditioned upon the inclusion of any one or more of the follolwmg

termsiand.conditions: t

7.121 “The. initial term of the Lease, or the initial term together with extended *tﬁfms,
shall be for not less'than five (5) years.,
|

7.12:2 A provision consenting to, FRANCHISEE's: use of such Proprietary Marks:|and
signage as FRANCHISOR may.now:or hereafter-prescribe-forthe Franchised Business.

7.12.3 A provision which restricts the use. of the leased, premises solely to the operation

of the Franchised Business, :

|
7.12.4 A provision which prohibits FRANCHISEE from subleasing or assigning all or, any

part of its occupancy rights or extending the term of or renewing the Lease: without FRANCHISOR's prior written
consent.

7:12.5 A proyision réquiring that the lessor provide to FRANCHIS®R copies of any|land’
allnotices:of defaults.givento FRANCHISEE under the Lease.

. ,’




7.12.6 A provision granting FRANCHISOR the right to enter the Franchised Business to
make: modifications necessary: to protect the Proprietary Marks. .or the System, orto curée any default undef this
Agreement. orunder the Lease. ’ L

I

7.12.7 A ‘provision granting FRANCHISOR or FRANCHISOR's designee the optlon

exercisable. within fifteen (15) days after receipt of any notice of default or termination from the Iandlord

without the landlord's further consent, to assume all. of FRANCHISEE's rights under the Lease, including the rig ht to:
assign or:sublease the Franchised Location and the right to éxercise. all outstanding renewal options. in a(:corc‘ance
with the provisions of the Lease..

7.13 Unconditional Right of Franchisee to Set Prices for Tea Station. Goods and SenJices.
FRANCHISEE :shall have the. right to ‘advertise and sell all prodiicts and services; at any. prices FRANCHISEE|/\ma
determine, in its sole and -absoliite discretion, and shall in no way. be bound by any price, which ma{r be
recommended, suggested,.or advertiséd by. FRANCHISOR.

7.14 Participation in Programs. FRANCHISEE shall at all times cooperate. with. ERANCHISOR. and other
franchisees .of FRANCHISOR and shall actlvely participate in any and all sales; public relations, advert smg,
coopérative advertising and, purchasing programs or promotional programs. which may be developed  and
implemented by FRANCHISOR which. call for the cooperation of FRANCHISEE and other franchlsee‘sv of
FRANCHISOR and shall further cooperate in any additional programs which ‘may be established and de5|gnated by
FRANCHISOR from time. to time including participating in market research programs, the test-marketing of”neW‘
products -and. othér similar programs for the benefit of the System, and shall. purchase :a reasonable quantity of
new products; for test-marketing; promote the sale: of the tested products and provide: FRANCHISOR. with tilll'!nely1
reports and test results of such programs forits review, analysis.and compilation. |

7.15 Notification_ of Legal Proceedings; and Crisis Management Events. FRANCHISEE shall notlfy
FRANCHISOR in writing within ten (10) days after FRANCHISEE receives actual notice of the commencement of| any
investigation, action, sujt, or other proceeding, of the issuance of any order; writ; injunction, award; or olther
decree of any court, agency, or other governmental authority that pertains to the Franchised Business.or thatimay
adversely affect FRANCHISEE's operation of the Franchised Business or ability to meet its obligations under;:this.
Agreement. Upon the occurrénce of a "Crisis Management Event”, FRANCHISEE shall immediately inform
FRANCHISOR's President (or-as otherwise instructed. in the Manuals) by‘telephone. FRANCHISEE shall:cooperate|fully:
with FRANCHISOR with tespect to FRANCHISOR's response ‘o' the Crisis Management Event. For purposes. of tthis:
Agréement; "Crisis Management Event’ meéans any event that occurs at or about the Franchised Business that
has or may cause harm or injury to customers or -employees, such as food contamination, food
spoilage/poisoning; food tampering/sabotage, contagious diseases; natural disasters; terroristiacts, shootings, or|any:
other circumstance Which may damage the System, Proprietary Marks, or image or:reputation of TEA STATION Stares,
FRANCHISOR.or it$ Affiliates.

7.16 Signs. FRANCHISEE shall maintain approved signs and./ or awnings :at, 'on, .or near the front ‘of
the: Franchised Business, identifying the Franchised Location as @ TEA STATION Store; ‘which shall conform in all
respects' to FRANCHISOR' s specifications and requirements and the. layout :and design plan ‘approved. for| the
Franchised Location, subject-only to restrictions imposed by applicable law. On.receipt:of notice by FRANCHISOR/of a
requirementto alter any existing sign on the Franchised Business, FRANCHISEE will, at FRANCHISEE!s cost, make|the
required changes Within.sixty (60):days, subject to the approval.of the landlord if required by FRANGHISEE's Lease

7.17 Compliance’ ‘with _Goveinmental Regulations. FRANGHISEE shall meet and maintain | the:
highest health standards, and ratings applicable to the. operation of the, Franchised Business; and shall timely: obtain:
any and all perimits, certificates, or licenses necessary for the lawful operation of the Franchised Business including,
withoiit limitation, licenses to do business, fictitious name registration, 'sales tax permits; certificate of occupancy,
health permits, and fire clearances: |

. |
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7.18 ‘Vending :or _Other Machines. FRANCHISEE. shall not cause or permit vending, gaming mac ]'iines
pay telephones, automatic.teller machines; Internet kiosks: or any other mechanical orelectrical device tobe lnsyalled
of maintained at:the Franchised Location. I

7.19 Co-B"ra’n’ding FRANCHISEE: may not engage in any co-branding in or in connection with' the
Franichised Busiiess except with FRANCHISOR' s prior-written consent. FRANCHISOR shall. not be requiired to app'rove
-any co- brandlng chain or arrangement except: in its discretion; and only if FRANCGHISOR has recognized that co-
branding chain as an approved co-brand for operation within TEA STATION Stores. "Co-branding” |ncludes the
operation of an independent business, product line -or operating system owned or licensed by another entlty‘
(not: FRANCHISOR) that is featured or incorporated. within the Franchised Business or is adjacent: to the Franchlsed
Location and operateéd in a manner which is:likely to cause the public.to perceive it to be related to the Franchised
Business licensed and franchised linderthis Agreement. Anexample:would'be an independent yogurt:store or: cmlmter'

installed within the Franchised Location.

7:20 Intranet. FRANCHISOR may, at its option, establish and maintain an Intranet through Wthh
franchisees of FRANCHISOR may communicate with each other; and through which FRANCHISOR'| and
FRANCHISEE: may communicate with each other and through which FRANCHISOR may disseminate the Manuals,
updates. thereto and other confidential information. FRANCHISOR shall have sole and absolute discrétion’and
control over all aspects of the intranet; including the content and functionality thereof. FRANCHISOR will have no
obligation' to-maintain the Intranet indefinitely, and may dismantie it at,any time withéut liability to FRANCHISEE:
l

7201 If FRANCHISOR establishes an Intranet, FRANCHISEE: shall only have the pfivilege ‘to
use, the Intranet, subject to FRANCHISEE’s strict compliance with the standards and specifications, protocolsi and
restrictions that FRANCHISOR' may- establish from time to time. Such standards and specifications, protocolst and
restrictions may relate to, among other ‘things; (a) the 'use: of abusive;. standerous or otherwise .offensive Ianguage
in electronic' communications, (b) communications between ‘or among franchisees that endorse or encourage default’
of any. franchisee's franchise agreement; .or .other agreement with FRANCHISOR: or its Affiliates, (c) confidential
treatment of materials that FRANCHISOR transmits via the' Intranet, (d) password protocols and other security
‘precautions, (e) grounds and procedures -for FRANCHISOR' s suspending or revoking a ‘franchisee's access té} the
Intranet, and (f) a privacy policy governing FRANCHISOR's access to -and use of electronic communications‘{that
franchisees post to the Intranet. FRANCHISEE acknowledges that, as administrator of the Intranet, FRANCHISOR can
technically access and view any communication that any person posts on the Intranet. FRANCHISEE further
acknowledges that the Intranet facility and all communications that are posted to, it will become FRANCHISOR' s
property, free of ‘any claims of privacy orprivilege that FRANCHISEE or any othef person, may assert.

7.20.2 Upon recéipt of notice from FRANCHISOR that FRANCHISOR has:; establlshed the
Intranet, FRANCHISEE shall establish and continually maintain (during:-all times that the Intranet shall be estabhshed
and until the termination of this Agreement) an electronic connection (the specifications of which shall be specmgd in
the Manuals). with the. Intranet that. allows FRANCHISOR to send messages to and receive messages from FRANCHISEE
subject to-the. standards and specifications. M

" ) 7.20.3 At FRANCHISOR's request; FRANCHISEE shall contribute a reasonable:amount,

‘not to exceed $1,000 per year, toward the cost of the Intranet's maintenance, which may vary from year to year
during the terin of thls Agreement and shall pay the same to FRANCHISOR in the manner ‘and at the times|that
'FRANCHISOR ray.establish in'the,Manuals of otherwise fromtime totime: |
7.20.4 If FRANCHISEE shall default under-this Agreement or any other agreement with

FRANCHISOR orits Affiliates, FRANCHISOR may, in addition to; and without limiting any other rights and reme*dles
avallable to FRANCHISOR dlsable or termlnate FRANCHISEE‘ 3 access to. the Intranet W|thout FRANCHISOR havmg any
the Manuals land any updates thereto, |f none have been prevuousl'y' nfevsded to FRANCHISEE unIess not othermse
entitled to-the Manuals.




8, PROPRIETARY MARKS

81  FEranchisor Representations Concerning Proprietary Marks. FRANCHISOR represents |with

respect tothe:Proprietary Marks that:

|

|

i

|
811 FRANCHISOR has obtained from its Affiliate a license to use, and to. Iic”ense

others to.use, the Proprietary Marks, !

8.1.2 All steps reasonably’ necessary. to preserve and protect the ‘va‘lidity‘ '01‘1

the

‘Proprietary Marks, and FRANCHISOR's. right to use and license othersto use, the Proprietany Marks ‘will be‘taken:

) . |
813 FRANCHISOR will use and permit FRANCHISEE and other TEA S‘TFAII'I'ON

franchiseés to. use the Proprietary Marks only in accordance with the: System and the. standards and specifications
atténdant to this Agreement which underlie the goodwill associated with and symbolized by t’heJProprie'tary'Mail'ks.

8:2 Franchisee Representations Concerning Proprietary Marks: FRANCHISEE agrees that:

|
\

' 8.2.1 FRANCHISEE shall use only the Proprietary Marks designated by ERA‘NACHISpR,
hall use :t_hﬁé_’r“n; only in the manner authorized and permitted by FRANCHISOR :and only with the letters "®", "T[M,""
“"§M" or "©", as -appropriate, as instructed by FRANCHISOR; whenever and wherever the Proprietary M‘anks;shalll be.

used,
I

‘8.2.2. FRANCHISEE shall use the Proprietary Marks only for the operation of

)

‘the

Franchised Business, and only at the Franchised Location .or in connection with FRANCHISOR approved

«advertisingfor the Franchised Business.

‘8.2.3, Unless otherwise authorized or required by FRANCHISOR, FRANCHISEE ‘shall

operate and advertise the. Franchised Business. only under the name "TEA STATION" without prefix or suffix.

8.2.4 FRANCHISEE shall identify itself as an independent franchisee-owner of
Franchised Business in conjunction with any use of the Proprietary Marks or the operation of the Franch
Business; iincluding; but not limited to, such. use on invoices, order forms, receipts, business stationery

'the
ised
and

contracts; as well as at such conspicuous locations :on the Franchised Location as FRANCHISOR may. designa’ée’ in

writing. The form-and content of such identification shall.comply:with standards:set forth in‘the Manuals. !

8.2.5 FRANCHISEE's right to use the Proprietary Marks is limited to such uses as
authorized under this. Agreement, and any'unauthorized use thereof shall constitute an infringement.

lare
L

8:2.6 FRANCHISEE shall not use the Proprietary Marks. to. incur any obligation or

indebtednessonbehalf of FRANCHISOR.
- 8.2.7 'FRANCHISEE shall execute .any documents deemed ‘necessary by FRANCHI
or its Affiliates to obtain protection for the Proprietary Marks: or to maintain their continued validity

enforceability.

8.2.8 FRANCHISEE shall not use the Proprietary Marks as part of its corporate -or
other legal:name.

18
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8.2:9 FRANCHISEE shall promptly notify FRANCHISOR of any suspected.linatthorized, use of,

or any challenge to the validity ‘of the Proprietary Marks, or any ¢hallerige to FRANCHISOR' s of' FRANCHISOR' S
Affiliate's ownership of, FRANCHISOR's license: to use and to, license others to use, or. FRANCHISEE's tight to\ use,
the Proprietary Marks licensed under ‘this Agreement. FRANCHISEE acknowledges that FRANCHISOR qr its,
Affiliate has the right to direct and control any administrative proceeding or litigation, or other adjudic’;ati'\'/e
'proceedlng mvolvmg the Proprietary Marks, including any settlement thereof. FRANCHISOR or its AfFllate has
the. right,. but not the obligation; to take action .against uses by- others that: may constitute infringement of the‘
‘Proprietary Marks, FRANCHISOR shall defend FRANCHISEE against any third-party. claim, :suit, or demaiid a rising,
out of FRANCHISEE's use of the Proprietary Marks. If FRANCHISOR, in its sole discretion, determines ithat
FRANCHISEE. has used the Proprietary Marks in accordance ‘with this Agreement, the cost of such defense,
including the cost of any Judgment or settlement, shall be borne by FRANCHISOR. If FRANCHISOR, in its|[sole
discretion, determines that FRANCHISEE has not used the Proprietary Marks: in accordance with this Agreement,
the cost of such defense, mcludlng the cost of anyjudgment or: settlement shall be borne by FRANCHISEE |1 the‘;..
all documents and do such acts as r_nay, in t_‘h,e opn,mon ‘of, FR’ANCHISOR, be necessary to_ carry out,such‘defeme or
prosecution, including, but not limited to, becoming a nominal party to.any legal action. Except to'the extent|that
such litigation is the result of FRANCHISEE's ‘'use of the P_r;op’r,,ietréry Marks in ahanner inconsistent with: the terms.
of this Agreement, FRANCHISOR :agrees to reimburse FRANCHISEE for-its out-of-pocket litigation costs in doing lsuch:
acts. i

|

‘8.3 Franchisee Acknowledgments Concerning Proprietary Matks.  FRANCHISEE expressly

understands:and acknowledges that: !

i

831 FRANCHISOR or its Affiliate is the owner of all right, title, and. interest in and to

the Proprietary Marks and the goodwill associated ‘with and symbolized by them ahd FRANCHISOR has the rlgh't to
use, and licénse others to use, the' Proprietary Marks.

83.2 The, Proprietary Marks are valid .and serve to identify the System and those
who'arefranchised under the System.

8.3.3. During the term of this Agreement and after its expiration or termlnatlon,
FRANCHISEE: shall not directly or indirectly contest the validity of, or FRANCHISOR!s or FRANCHISOR!s Afflllates
ownership of the Proprietary Marks; nor ‘take any other action which may tend to6 jeopardize FRANCHISOR' 's or
* FRANCHISOR!s Affiliate's interest:in this Agreement, or FRANCHISOR's right to .use, and to licerise othérs to USe'! ‘the
‘Proprietary Marks.

8.34. FRANCHISEE's use of the Proprietary Marks: pursuant torthis:Agreement does/'not
give FRANCHISEE any ownership ‘interest or other ifiterest in or to the Proprietary Marks other than the license
granted by this Agreement, FRANCHISEE shali have no right to modify, alter, change, or:revise any. Proprietary Mlérks
or to use-the Propriétary Marks for any-dther, purpose other than for the Franchised Business pursuant-to the tetms
‘of this:Agreement.

\

8.3.5 Any and all goodwill atising from FRANCHISEE's use.of the.Proprietary Marks.shall
inure solely and exclusively to the benefit of FRANCHISOR' or its Affiliate, and: upon expiration or termination of
this Agreement and the license in this. Agreement granted, no monetary amount. s_ha_ll be assigned as at_tnbutabl'e to
anygoodwill associated with FRANCHISEE's use. ) d

8.3.6 Except as-otherwise’ provided in Paragraph 1.2 of this Agreement, the right end
license of the Proprietary Marks granted under this Agreement to FRANCHISEE is nonexclusive, and FRANCHISOR
and its Affiliates have and: retdin the rights described in Paragraph 1 .3 of ‘this Agreement, -and, among. others: (a) to
use the Proprietary Marks théniselves in connection with selling products: and.:services; (b) to grant other Iu;enses]‘]for
the Proprietary. Marks, in addition to those. licenses already granted to existing franchisees; and (c) to develop jand
establish. other systems using thé Proprietary Marks, similar proprietary: marks, or any other proprietary marks;. {and
to grant licerises or franchises to this Agreement without providing any rights in this Agreement: to FRANCHISEE.

: |
|
)




confidential for purposes :of ‘this Agreement. ' |

1

\.
|
|

‘8.3.7 FRANCHISOR reserves the right to change, revise, or substitute d|f|f‘erent
proprietary’ marks for use. in |dent|fy|ng the System, the Franchised Business,. and products sold or offered for sale
through the Franchised Business, if the Proprietary: Marks no longer can be wused, or .if FRANCHISOR, in ltlsl, sole
discretion, detérmines that substitution of different proprietary marks will be beneficial to the System. Ir“ such
cifclimstances, thé use of the substituted proprietary marks shall be governed by the terms of this Agree'meni
and, FRANCHISOR shall not -Compensate FRANCHISEE: for such substitution and shall bear only the costs of modlfylng
FRANCHISEE'S signs and advertising materials to conform to. FRANCHISOR!s new proprietary marks. If

FRANCHISOR's currently licensed Proprietary Marks can no longer be used, FRANCHISEE shall implement prolmptly

any stch:substitution.. '

)
i
)

83.8 FRANCHISOR shall have the: right, at all reasonable times, ‘at the Franchised °
Business and elsewhere, to inspect the products. and services: on which the Proprietary Marks shall be usle:d as
FRANCHISOR cohsiders necessary to carry out the purposes of inspection as. part:of appropriate quality control. Upon
request, FRANCHISEE shall submlt to FRANCHISOR all packages, Iabels advertising, displays, :advertising brochures
and other materials used in connection with the goods and/or services bearing the. Proprietary Marks and
FRANCHISEE: specifically lindertakes to amendto the satisfaction of FRANCHISOR any such package, labels, advertlsmg
displays, advertising brochiires ‘and:other materials which are:not approved by FRANCHISOR. l,

[
t
'

8.4 Changes in Law Affecting Proprietary Marks.  In. the event-that the trademark law is ame?nded
50 as to fender mappllcable any of the provisions, of this Agreement, FRANGHISEE shall execute any docum‘ents

and do.such acts and, things as in the opinion of FRANCHISOR may be: necessary to affect the'intent and purpolse of

thie provisions of this Agreement; provided, however, that FRANGHISOR shall bear all costs associated with|'such

request.

9.1 Use of Mariuals. FRANCHISEE shall operate the: Franchised Business in accordance with ‘the
standards, methods, policies, and procedures specified in the' Manuals. FRANCHISEE shall treat the Manuals
created for of approved far use in the operation of the Franchised Business, and the information contamed in
this Agreement; as confidential, and shall maintain such information as secret and confidential. FRANCHISOR‘may
deliver the Manuals to FRANCHISEE in written and/or electronic format and FRANCHISEE shall not at anyltlme
‘copy, duplicate, record, or otherwise: reproduce the: Manuals, in whole or in part, or otherwise make the: same
‘available to any unauthorized person. The Manuals shall at al! ‘times. remain the .sole property of’ FRANCHISOR
and shall be kept in a secure place at the Franchised Location. FRANCHISEE shall ensure that its copy of\ ‘the
Manuals is kept current at all times; and in the event of any dispute as to the: contents of the Manuals, the
terms:of the master.copy of-theManuals maintained by FRANEHISOR shallbe-controlling.

9. CONFIDENTIAL MANUALS AND INFORMATION

9.2 Confidentiality of Information: FRANCHISEE shall not, during the term of this Agreement; or
thereafter, communicate; divulge; or use for the benefit of, anyone. else, any confidential information, knowledge ‘or
Know-how concerning the methods of operation of the Franchised ‘Business which may be communlcated to
FRANCHISEE, ‘or of which. FRANCHISEE may be apprised; by virtue' of FRANCHISEE's operation under. the terms: of this
Agreement. FRANCHISEE shall divuige such confidential information only to :such of its employees as. must have access

. ]
to it in order to perform their employment responsibilities: ‘Any and. all matters, information, knowledge, know-how,

tec'h‘hi,ques, Proprietary Products, -and other data which FRANCHISOR designates as confidential shall be: deemed.

93 Irreparable . Injury from Disclosure of Confidential _information. FRANCHISEE:

e B . i el . - 2 » . - -t . ‘
-acknowledges that failure to::comply with the: requirements of this Section 9 will result: in' irreparable injury to

FRANCHISOR for which no adequate remedy at law may be.:available, and FRANCHISEE consents to the. issuance
of, and agrees to pay all court costs and reasonable attorneys' fees incurred by FRANCHISOR: in obtaining,
without the posting of any bond, an ex parte or other order for injunctive or other legal or equitable relief '{Nit_h
respect toithe.reguirements. of this'Section 9. . !

20 ‘




9.4 Confidentiality Covenants from Individuals Associated with Franchisee. =~ FRANCHISEE ‘shall requnre
any employee’ who may have access to any ‘confidential information of FRANCHISOR to execute covenants that they will
maintain the confldentlallty of information they receive. in -connection with their association with FRANCHISEE|I Such
covenants shall be in a form satlsfactory to FRANCHISOR; including; without limitation,. specific ldentlflcatlon of
FRANCHISOR as a third party beneficiary of such covenants with the independent: right to enforce them.

|

10. ACCOUNTING_AND RECORDS |
104 POS _System, Software and Computer System. FRANCHISEE shall purchase, use and maintaillﬂ the
computerized point of sale cash collection system (including :all related hardware :and software) as specified ijrlm the
Manuals or otherwise by FRANCHISOR in writing for use in. connection with the Franchised Business (the|'POS
System.")».‘ The POS System must: be connected to a telephone line (or other communications medium specifiéd by
FRANCHISOR) at- all times and be capable of accessing the internet via a designated third party network; fcrr the
purpose of implementing software, transmitting :and receiving data, accessing the Internet for orderlngl and
maintdining the POS System. The. POS System shall be:electronically linked to: FRANCHISOR or its designated Afflllate,
and FRANCHISEE shail allow FRANCHISOR and/or its designated Affiliate; to poll the POS System. on a daily: or other
basis at such; times and in such manner as established by the FRANCHISOR or its designated Affiliate, with. or
without. notice, :and to retrieve such transacétion information iincluding: sales, sales mix; usage, and other opera‘mons
data as FRANCHISOR and/or its designated Affiliate deems: appropriate. Within a reasonable time upon
FRANCHISOR's request, FRANCHISEE shall apply for and maintain debit cards; credit cards or other nonlcash
systems existing or developed in the future 'to énable customers to purchase TEA STATION' products via such
procedure, as specified by FRANCHISOR. FRANCHISOR may require FRANCHISEE: to update, upgrade or replace
the POS System, including hardware and/or softiare, from. time to time upon written notice, provided| that

FRANCHISEE shall not be required to replace: the POS: System any more frequently than once every three (3) yea 's

10.1.1 I FRANCHISOR designates certain computer softwaré to be Used inj the
operation of the POS System and/or FRANCHISEE's computer system which is -owned or licensed by FRANCHISOR
("Proprietary Software"), FRANCHISEE shall at FRANCHISOR's request license or sublicense such software from
FRANCHISOR or its designee and enter into a software license agreement on FRANCHISOR's or such designee's
then-current form. From time: to time; FRANCHISEE shall purchase any' upgrades, enhancements or replacem ents
to the Proprietary Software. FRANCHISOR shall provide to FRANCHISEE, for a reasonable fee, such support services
relating to the Proprietary Software :as FRANCHISOR ‘deems advisable. FRANCHISEE must incorporate any requnred
modifications .or additions within thirty (30) days after receiving written notice from FRANCHISOR,. unless. a longer
time period isistated'in the notice.

10.1.2 Upon not less: than sixty (60) days prior written notice from FRANCHISOR,,
FRANCHISEE shall purchase, use and maintain a personal computer system -as specified ‘in the Manual$ or
otherwise by FRANCHISOR in 'writing for use in connection with the Franchised Business {the "Comp'{ltgr
System"). FRANCHISOR may also designate certain computer software to be used in the operation oflithe
Franchised Business. FRANCHISOR may require FRANCHISEE 'to maintain :an e-mail account;andiconnect the Computer
System to'a dedicated telephone line (or othercommunications medium specified by FRANCHISOR) at.all times and be
capable of ‘accessing the internet via a designated third. party network. FRANCHISEE. shall obtain 1all software |and
hardware, including digital still and video cameras, as FRANCHISOR may specify to enable FRANCHISEE to send,and
receive e-mail and digital photos ‘and streaming video or other multimedia signals and information to.and from the
Franchised Location, and FRANCHISEE shall, from time to time, upon FRANCHISOR's request transmit digital photos
and real time video and audio signals of the Franchised Location to, and in the form and manner’ prescrlbedllby,
FRANCHISOR. FRANCHISEE shall purchase any upgrades; enhancements or replacements to the Computer System
anid/or hardwaré and software as FRANCHISOR may from time to time requiire: Upon request, FRANCHISEE shaII
permit FRANCHISOR to access the Compuiter System and the files stored therein via any means specified, including
electronic polling communications. |

i
i
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10.2 Maintenance. of POS and Computer Systems. To ensure full operational effluency and
optimum communication capability between and among; the POS System ‘and Computer System lnstalled by
FRANCHISEE, and FRANCHISOR, and other franchisees, FRANCHISEE:agrees; at its expense, to keep its POS System and
‘Computer System in good maintenance and repair, and, at its expense, and following FRANCHISOR's
determination that. same. will prove economically or otherwise beneficial to all System franchisees, to pro‘}nptly,
install such additions, changes, modifications, substitutions and/or replacements to FRANCHISEE's POS Systerln and
Computer System, softwaré, telephone and power ‘lmes_, and other computer- related facilities, as FRANCHISOR
directs.

. . . R }
10.3 Maintenance of VRecord’s., FRANCHISEE :shall prepare; during the term. of this. Agreement; and

shall preserve for at least fjv’er (5) years from the dates :of their preparation, complete. and accurate b'}ooks‘,

records, and accounts in accordance with generally accepted accounting principles and in the. form and. ma’lnner

jprescribed by FRANCHISOR from time to timie;in the Manuals-or otherwise inwriting:

10.4 Submission of Financial Statements and Tax. Returns. FRANCHISEE shall, at its expense,
‘provide. FRANCHISOR with a copy -of FRANCHISEE's financial statements showmg the restilts of operations of the
Franchised Business for each fiscal year during’the terim of this Agreement. The statements shall include a statement
of 'income, balance sheet, and a statement of cash flows, accompanied by a review report, prepared by an
independent: cértified public accountant: satisfactory to FRANCHISOR using generally accepted accountmg
principles, .and shall be furnished within ninety days after the end of each fiscal year of FRANCHISEE
'FRANCHISEE also:shall submit, within-five (5) days of their filing, its federal and state tax retirris fof each year durlng
the. term of this Agreement; provided, however, that if FRANCHISEE is' not a corporation, partnérship, or l|r;\|ted
liability company; FRANCHISEE may, at its option, submit ornly those schedules:to its: personal; taxfilings which réflect
the.revenues and.expenses of the Franchised Businéss. I

105 Submission of Performance Reports. FRANCHISEE shall, -at its expense, p’rcl?l\nde
FRANCHISOR with a weekly statement, on forms prescribed by FRANCHISOR, accurately reporting’ all revlenue
‘and, expense activity during the preceding week and such other data .and information regarding; operation of the
Franchised Business as. FRANCHISOR may require. The statement shall be due and remitted to. FRANCHISOR in
‘connection with FRANCHISEE!s payment:of royalty and.advertising fees in accordance with Paragraphs:4.2, 4.3, an :i 4.4
of this Agreement. Each statement shall be signed by FRANCHISEE attesting that it is true and correct. FRANCHSE‘E
also shall provide to FRANCHISOR, for review or auditing, such other forms, sales reports, cash register receipts,
records; information, and data as FRANCHISOR may reasonably. designate, on the forms and in the manner aslare
reasonably designated by FRANCHISOR. For purposes of reporting under the terms of this Agreement,i‘the
operating, accounting;. and billing periods for FRANCHISEE shall.be'thirteen (13) four:(4) week periods. l

10.6 Audit of Franchisee. Records. FRANCHISOR or its designated agents shall have the right at all.
réasonable timés to examine and - copy; at FRANCHISOR!s expense, the books; records, accounts, and businesstax
returrs of FRANCHISEE: FRANCHISOR shall aiso have the right, at any time, to have an independent audit made ‘of
the books and records of FRANCHISEE.. If:an. inspection or audit reveals that any payments due to FRANCHISOR have
heen understated in any report:to FRANCHISOR, then. FRANCHISEE:shall immediately'pay to FRANCHISOR the amount
‘understated upon demand, in addition to intérest from the date such amount was due. until paid, at'the rate ofl'ten
percent (126) per anhum calculated mopnthly, or the maximum rate, permitted by law, whichever is: less: lf| an
inspection or audit discloses an understatement. in any report of thrée. pefcent (3%) or more, FRANCHISEE. shaII in
;addition to repayment of moniés owed with ‘interest, feimburse FRANCHISOR for any and all costs and experllses
connected ‘with ‘the ‘inspection (including, ‘without limitation, travel, Iodglng and ‘wages expenses; and feasonable.
-accounting and legal costs). The foregoing remedies shall be in addition to any other remedies FRANCHISOR may. have
‘because of such under reporting.
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10.7 \Usé_of Financial Statements: In_Offering Circular. FRANCHISEE hereby frrevocably consents to
FRANCHISOR's use of information ¢ontained. in its financial statements, at FRANCHISOR's election, in FRANCHISOR's:
Franchise Offering Circular:for the-offer'and sale.of franchises.

11. ADVERTISING l
Recoghizing the value of advertusmg and promotion, and the importance: of the standardlzatlcln of

advertising ‘and promoftional ‘programs ‘to the furtherance of the, gbodwill and public image of TEA STATION
Stores and the.System, the:parties agreeas follows:

11.1  Contribution. FRANCHISEE shall: pay to FRANCHISOR a continuing weekly. advertising fée fin an
amount equal to two and a haf percent (2.5%) of the Gross:Revenue of the Franchised Business. FRANCHISOR, in |t§ isole
discretion, shall:allocate such amount among contributions to the System-wide fund described in, Paragraph 11 of
this Agreement (the "Fund") and expenditures.on local advertising, and may, in its solé discretion, frofn:time to time
and at:any time, modify both the allocation.and :amount of .each FRANCHISEE's expenditurés among the Fund andjlocal
advertising. Each TEA.STATION Store owned,by:FRANCHISOR or-an-Affiliate.of FRANCHISOR shall spend on: advemsmg, )
to promote the System, each week, an' amount which is calculated on the same basis as contrnbutlons’.‘ and
expendltures of similarly situated franchisees. ‘

1.2 The Fund. FRANCHISOR shall have the right, in its sole discretion, but not the obllgatlon, to
establish, maintdin, and administer the Fund. The following provisions shall.applyto the Fund:

11.2.1. - The Fund; all contributions to this Agreement, and any earnings thereon, sha?l' be -
used exclusively to meet any and all costs of ‘maintaining,, administéring, dir'ecting', conducting and developing'i the,
preparation of advertising, :/marketing, public relations, ‘and/or promotiohal programs -and materials, and any other
activities which the “Administrator” (as defined in.. Paragraph 11..22. of this Agreement), believes wilk enhanceI the
image: of the System, including, among, other things, the costs of preparing and conductiig media advertllsmg
campaigns in various media; preparation of direct mail-advertising; market research; employing advemsmg and / or
public' relations: agencies to assist in this Agreement; purchasing promotional items; condicting:anhd administering 'in-
store. promotions; providing promotional and other marketing materials and services to the busihesses opera'ting’
under the System 'such' as, but not. limited to, coupons, merchandising materials, sales -aids, and pomt-of—purchase
materials; and providing menus: and menu inserts. ]

1122 ‘The Fund shall be maintained and administered by an ‘administrator |the.
"Administrator”) selected by FRANCHISOR. FRANCHISOR may select itself, an Affiliate, .or a third party: as
Administrator. FRANCHISOR may change the Administrator, in its sole: discretion, from time to time and at any tlmé.‘

“The activities of the,r Fund may be coordinated with the advertising .and promotional programs: for units owned by
FRANCHISOR or an Affiligte. of ERANCHISOR.

11.2.:3 The Administrator shall direct. all' advertising and promotional programs, \zvith'.
sole discretion over the creative concepts; materials; and media used in such. programs, and the placement and
allocation thereof. FRANCHISEE agrees and acknowledges that the: Fund is intended to maximize general publlc
recognition and acceptance of the Proprietary Marks for the benefit, _of the System; and that the Admlnlstrator
is not obligated, 'in administering the Fund, to make expenditures for FRANCHISEE which are equwalent,‘ or
proportionate to FRANCHISEE's ccontribution, or to ensure that any. particular franchisee benefits directly or pro rata rata
from the:advertising or promotion conducted under the:Fund. : |

11.2.4 All sums paid to the Fund shall be maintained in an. account separate from tlhe
other monies of FRANCHISOR and shall not be used to defray any expenses of FRANCHISOR or the
Administrator, ‘except for such reasonablé ¢osts and, overhead,, if: any; as each may incur in activities: reasonably
related to the administration or direction of the Fund and -advertising prograims,, ifcluding, :among other things;
costs of personnel for creating and implementing -advertising, promotional, ard marketlng programs. The Fund and
any. earnings: thereon shall not .otherwise ‘inure to the benefit of FRANCHISOR. or the Administrator. .
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FRANCHISOR. shall maintain separate 'bookke,eping accounts for the Fund. Any unused monies in the Fund. '
énd; of a year may be used in the:nextiyear. !

t the

11.2.5 A statement of the operations: of the. Fund .as shown on the books of the 1Fu’,nd
ishall be prepared annually by the Administrator and:furnished to'FRANCHISEE upon FRANCHISEE!srequest. ’
113 Local Advertising. FRANCHISEE shall spend up to two percent (2%) of the. Gross Revenue as
a minimum amount for local advertising purposes. All Jocal advertising and promotion by FRANCHISEE' shall[be in
such media and of such ‘type and format .as FRANCHISOR may approve, shall be conducted ina dignified manner,
and, shall conform to :such standards. and requirements .as 'set forth in the Manuals or otherwise in wrltlng
FRANCHISEE: shall not. use any advertising or promotional plans or materials unless. and until FRANCHISEF has
received written. approval from FRANCHISOR, pursuant to the procedures and terms set forth in Paragraph 11.4 of
this Agreement. Approval, if granted, shall remain. in effect;until notice from FRANCHISOR to discontinue further
use, FRANCHISEE shall administer FRANCHISEE's local store marketing funds. Within thirty (30) days after the: end of
each calendar year, FRANCHISEE shall provide FRANCHISOR with copies of all invoices, statements, canceled chiecks.
or other forms of payment which FRANGHISEE has iissued during the. preceding calendar year which ewdlence
FRANCHISEE'S expenditufe and payment ‘for ‘pre-approved local advertising programs. FRANCHISOR shall revne\'lv the
evidence of‘these. expendltures and, if FRANCHISEE not spent the amount required for local advertising purplbses
the. difference bétween the amount required to be spent by FRANCHISEE for local advertising purposes durlng
the. 'preceding: calendar year and the amount actually spent by FRANCHISEE for local advertising purposes durlng
the preceding calendar year must;bepaidto the Fund within thirty (30) days. .

114 Approval of Franchisee Advertising Materials. FRANCHISEE. shall submit samples of‘ all
.advertising and promotiohal plans and, materials to FRANCHISOR (through the mail, return receipt requested), prior
to their use, and may commence use of such plans or materials fifteen (15) days after FRANCHISOR's recélpt,
unless priorto this Agreément, FRANCHISOR shall have furnished notice; in .writing, to FRANCHISEE prohibiting Jlsuch
use, FRANCHISOR aiso shall.have the right at-any time after FRANCHISEE. commences use;of such material to. prohlblt
furtheruse, éffective: upon receipt-of written notice by FRANCHISEE. |
[

115 Opening Advertising. Immediately preceding and following the opening of the Frahcﬁsed
Businéss, FRANCHISEE shall conduct an ‘initial local advertising and promotion ‘program. in 'the form and ma wner
prescribed by FRANCHISOR. FRANCHISEE shall spend a minimum of $2,000 on grand opening advertising ‘and
promotion to publicize the opening of the Franchised Business. FRANCHISEE shall deliver to FRANCHISOR, upon
FRANCHISOR's démand, but no later than thirty (30) days prior to the scheduled grand opening date of! the
Franchised Business; payment: of $2,000 for the coordination of such grand opening advertising program. ’
|

11.6 Telephone Listings. FRANCHISEE shall, at ‘its: expense, and in ‘accordance ‘with ‘any ‘standards
established in the Manuals, obtain boldface listings in the ‘white: and yellow pages of the principal te|eph1¢3ne'
directory-serving theFranchised Business. ‘
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12.  INSURANCE ',
|

12.1 Franchisee's Insurance Obligations. FRANCHISEE shall procure, prior to the opening of the
Franchised Business; and shall maintain in full force and effect at all times: during the. term of this Agreement at
FRANCHISEE's expense, an insurance policy or policies protecting, FRANCHISEE, FRANCHISOR. and its: Afflllates, and
their respective partners, shareholders, directors, agents, and employees, against any demand or claim with rc‘espegt
to personaland bodily injury, death, or property damage, or any loss, liability, or expense whatsoever a‘,_ris‘i"pg‘ro,r
occurring upon or in connection with the operation of the Franchised Business. Such policy or policiés: shall: ‘(fa): be
written by insurer(s) licensed and admitted to-write coverage in the state in which thé Franchised Business is located
and with a rating of "A" or better as set forth in the most recent editiof of Best's Key Rating ‘Guide; (b) r{'name]
FRANCHISOR. and its partners, shareholders, directors, agents, and employees as additional insureds; and (c) cc!imply
with the requirements. prescribed by FRANCHISOR in writing at the time such pjoiicies are obtained, and provide. at
least the types and minimum amounts of coverage specified below or as revised by the Mariuals. Such pdlicies
shall include, at the minimum, the followirg policies:

, , I
12.1.1 “All risk" property insurance, including business interruption insurdnce,

customarily‘obtained by-similarbusinesses in the store's prin¢ipal trade area; |]
12,12 Comprehensive general liability insurance, lncludmg produets and contractulal in
an amount of notless than $2,000;000 combined singleliniit: (CSL), l

12.1.3 Workers' compensation insurance for statutory limits and employer's liability
insurance'in:an amount'not less'than $1000,000. ‘

12.2 Waiver of Subrogation. In conneétion with any and all insurance required. to be maintaineld by
FRANCHISEE under Paragraph 12.1, FRANCHISEE :and FRANCHISEE!s insurers shall agree to. waive their righlt‘s of
subrogation against FRANCHISOR; and FRANCHISEE shall provide evidence of such ‘waiver in accordance with
Paragraph 12.5. l
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123 Franchisee's Insurance Obligation Not Affected By Franchisor's Insurance. FRANCHISEEs

obligation to obtain,and maintainiinsurance shall not:be limited 'in-any-way:by reason of any insurance: whlch may
be maintained by FRANCHISOR, nor shall FRANCHISEE's, performance .of that. obligation relieve |t.of‘I|ablI|ty?_.|nder‘

theindemnityprovisions setforthin Paragraph 1.4 of this Agreement.

12.4 Additional Required Endorsement. All public liability and. property daniage 'ppli,c_ies' shall

contain ‘a provision that FRANCHISOR and. its Affiliates, although named as an additional insureds,| shai
nevertheless be entitled to recover under such policies on any loss occasioned to FRANCHISOR, .or its Affiliates,
partners; shareholders, officers, directors, agents, or employees by reason of the negligence of FRANCHISEE,

12.5 Certificates of Insurance. At least ten (10) days prior to'the time any irisurance isfirst rec uired
to be carried by FRANCHISEE, and thereafter at least thirty (30) days prior to the expiration of any pollcy,
FRANCHISEE. shall deliver to FRANCHISOR and 'its Affiliates Certificates of Insurance evidencing the propér types and

‘minimum amounts of required coverage. All Certificates shall expressly provide that no less than'thirty (30) days

prior written notice shall be given to FRANCHISOR and its Affiliates in the event of material aiteration, to or
cancellation or non-irenewal of the coverages evidenced by such Certificates. Certificates ewdencmg the

insurance. required by this Section 12 shall name FRANCHISOR and its Affiliates and: each of their Afflllates

partners, shareholders, directors, agents, and employees as additional insureds, and shall expressly pli':owde

‘that:anysinterest.of each.shall;not be-affected by any breach by FRANCHISEE: of:any'policy provisions for: whlch such
‘Certificates evidence:coverage. 1

12,6 Right to Secure Insurance ‘on Behalf of Franchisee. Should FRANCHISEE, for any reason, fall to
procure or'maintain the insurance required by this Agreement, as such requirements may be revised from' tlme to
time by FRANCHISOR in the Manual .or. otherwise 'in writing, FRANCHISOR and/or its Affiliates shall have the. rlght and
authority {but not, the obligation) to immediately. procure such insurance and to charge same to:FRANCHISEE, which
charges, together: with the expenses.of FRANCHISOR and/or its. Affiliates in:so acting, shall be payable by FRANCHISEE
|mmedlatelv upon notice. The foregoing remedies shall be in addition to :any.cther remedies FRANCHISOR. and its

Affiliates rmay have. .

I
13. TRANSEER ‘OF INTEREST L

|

13.1 Transfer by FranchiSor. FRANCHISOR shall have the: right to. transfer or assign all or any part|of its
rights or obligations under this Agreement to any person -or legal entity. With. respect to any assignment Wwhich
results. in the subsequent performance by the assignee of all of’ FRANCHISOR's obligations. under this. Agreement
the assigneé shall expressly assume -and: :agree to pefform such obligations; and shall become:solely. responsible lfor all
obligations.of FRANCHISOR. under this Agreement from the-date of assignment. In addltlon and without limitation to
the foregoing, FRANCHISEE. expréssly afflrms and agrees that FRANCHISOR and or its Affiliates. may sell their a“ssets,
the Proprietary Products, the Proprietary Marks, or the System; may sell securities in a public offering or ina
private placément; may 'merge, acquiré other corporations, or be acquired by another corporation; and|| may
undertake a refinancing, recapitalization, leveraged buy-out, or other economic or financial restructuring. |With
regard to any of the above sales, assignments arid dispositions, FRANCHISEE expressly and specifically waives any
claims, demands or damages arising from or related to:the loss of FRANCHISOR's name; the Proprietary’ Products, the

Proprietary Marks, the Proprietary. Marks (or any vatiation thereof) and System and/or the loss of assocnatlon lwith

or identification of TEA.O’LA, INC. as FRANCHISOR under this Agreement: FRANCHISEE specifically waives any and all
other claims, demands or damages ‘arising from or related to. the foregoing mergér, acquisition, and other busmess
combination. activities including, without limitation, any -claim of divided onalty, breach of fiduciary duty, fraud
breach. of contract or breach of the iimplied .covenant of good faith and fair deallng FRANCHISEE agrees! that
FRANCHISOR has the right, now or.in'the futuré, to purchase, merge, acquire or-Affiliaté with an existing:competitive
or non-competitive franchise network, chain or any other business ',!jega_rd!e’ss of the io¢ationi of that chainis or
business' facilities, and to.operate, franchise or licehse those businesses and/or facilities -as

i
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TEA STATION Stores operating under the Proprietary Marks. or any other marks following FRANCHISOR's purchase

merger; acquisition: or affiliation, regardless of the location of these: facilities (which FRANCHISEE acknowledges may
be proximate to the Franchised Business). I
i
t

13.2. LTr‘a'nsf'er‘ by Franchisee. FRANCHISEE understands and acknowledges that the rights. -and
diities set forth in this Agreement are personal to FRANCHISEE, and that FRANCHISOR has: granted. this ‘fr'a}r:\cﬁise,
in feliance. oh FRANCHISEE's (or, if FRANCHISEE is. a corporation, partnership,. or limited liability’ company, ‘its
principals') business skill, financial capacity; and personal character. Accordingly, neither FRANCHISEE ror any
immediate or remote slccessor to ahy part' of FRANCHISEE's interest in this Agreement, nor .any mdn:ndual
partnership, corporation, of other legal éntity which dlrectly or indirectly owns anyinterest in FRANCHISEE shall
sell, encuimber, assign, transfer, convey, pledge, merge, Of give away any direct or indirect interest ur ‘this.
Agreement, in FRANCHISEE, or-in all of substantlally all of the assets of the Franchised Business without the! prior
written consent of FRANCHISOR. Any change in the.control of FRANCHISEE shall. be deemed a transfer for puulrposes
of this Agreement. Any purported assignment or transfer not having the written consent of FRANCHISOR.
required: by ‘this Paragraph 13.2 shall be null and void and shall constitute :a material breach. ofthis. Agreement for
‘which FRANGCHISOR may immaediately terminate without opportunity to ¢tire pursuant to Paragraph 14.2.4 of this
Agreement.

i3.3 Requirements for Transfer by Franchisee. FRANCHISOR may; in its sole discretion, require
any orall of the'following as.conditions of its consehtitoa transfer setforth in Paragraph ‘B.2 of this.Agreement: l

13.3.1 FRANCHISEE shall not be in default of any provision of this Agreement any
amendment of this Agreement or successor to' this Agreement, or any other agreement. between FRANCHISEE and
FRANCHISOR, or'its Affiliates: !

13.3.2 The transferdr (and if the transferor is other than an individual, the: transferor
and .such other owners of a beneficial intéfest in the transferor as FRANCHISOR may request) shall execute a
general release, in a form prescribed by FRANCHISOR, of any:and.all claims:which the transferor may have or. be'lyleves,
to have against FRANCHISOR ‘and/or its Affiliates and their respective officers, directors, agents and employees,
‘whether the claims are known or unknown, which are based on, ‘afise from or relate to this Agreement the:
Franchised Business or ‘thie Franchised Location, 'as wéll as claims, known or unknown, which: are not based on do'
not arise. from or 'do not relate: to this Agreement, the Franchised Business or the Franchised Location: but whlch
relate to other franchise agreements, stores, franchised locations and other agreements between FRANCHISOR.
ior its Affiliates and FRANCHISEE. ‘which .arose on or before the date of the general release; |nclud|ng, W|thout
limitation, all obligations, liabilities, demands, ‘costs, expenses, damages, claims, ‘actions and causes of actlc n, of
‘whatever nature; character ‘or description, arising under federal, state: and local laws, rulés and. ordlna"nces,
prowded such release is fully mutual and has reciprocal language whereby FRANCHISOR releases FRANC-!ISEE
fromany.and all claims:duringthe sameperiod. '

13:3.3 The transferee (or, if the transferee is other than an individual, a principal cf the
transferee approved by FRANCHISOR) shall demonstrate to FRANCHISOR's satisfaction that the terms ofi the
proposed assignment do not place an unreasonable financial burden on. ‘the transferee, and FRANCHISEE.
understands and acknowledges that FRANCHISOR shall be entitled, in-connection with assessing the-financial blrden
placed upon any prospective assignee, ‘to share. with such prospective assignee information: relating té the
Franchised Business, including information in FRANCHISOR'S possession relating to operations and sales at the

Franchised Business. !

13.3.4 The transferee (or, if the transferee ‘is other than an 'individual, .a principal of the
transferee approved by FRANCHISOR) shall demonstrate to FRANCHISOR's satisfaction that ‘the terms. of‘ the
proposed assignment do.not place an unreasonable operatlonal burden on the transferee; and that.the transil‘eree
meets' FRANCHIS_QR 5 standards for: (a) work experience and aptitude; (:b) character and reputation; {c) absenﬁe of’
conflicting interests; and (d) such:other criteria and conditions as FRANCHISOR shall theh consider relevant in the case
of.an application for a newfranchise by ah:applicant not.curréntiy‘operating-a Franchised Business. ';
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13.3.5 At FRANCHISOR's request, the. transferee {and, if the transferee is. other than
an individual, such principals of the‘transferee as: FRANCHISOR may request) shall execute, for a term ending c!;n the
Effective Date, the current standard form Franchise Agreement {and, individual [guarantees) then being offellred to
new’ System franchlsees ‘which Franchise Agreement shall supersede this Agreement in all respects and the. terms
of which Franchise Agreement may differ materially from' the terms of this Agreement and may.be less favorable to.
the transféree; provided, however, that-the transferee shall not be- required to-pay ian initial franchise fee. |

p

13.3.6 ‘The ‘transferee shall successfully complete; at its expense, the' required ‘ ‘initial

training as described in Paragraph 6.1, including payment of the then=current training fee charged by.
FRANCHISOR. in those circumstances ‘where FRANCHISEE is regiiired to pay a fee for attendees at the: initial training
programs.

13.3.7 Except in the case of a transfer to an entity formed for thé convemen|ce of
ownership, where the ownership of such corporation i$ in thé same proportion as the ownefship of FRANCHISEE.
before such transfer, a transfer fee in an amount designated by FRANCHISOR, but which shall not: exceed $5 000,.
plus FRANCHISOR's. out of pocket costs associated with the transfer, including costs. of attorneys' fees assocllated
with the transfer, shall be paid by FRANCGHISEE to FRANCHISOR. If FRANCHISEE desires to conduct busmess‘,\ in a
corporate capacity, FRANCHISOR will. consent to the assignment of this Agreement to a corporation, prO\'/ided
that (l) the, corporation shall be and:shall remain a closely-held corporation; (i) the stock:certificates issued by the.

corporation shall contain a restriction on transfer referencing this Franchise Agreement, in a form prescnbed by

FRANCHISOR; (m) the. ownership: of the. assignee corporation. shall be ‘in. the same proportion as the ownersrlnp of
FRANCHISEE before the transfer; .and (iv).none of the shares of stock in the 'assignee. corporation shall be held|by: a
business competitor of FRANCHISOR. FRANCHISEE shall pay an administrative fee of $500 per transfer for each
transfer to a corporation; partnership or limited liability company ‘where such transfer is for the' convenience of
ownership: only At the time of request for a transferfor the convenience: of ownership, FRANCHISEE .shall Slhbmlt
the followmg documeénts: to' FRANCHISOR and FRANCHISOR shall review 'and approve such documents within thlrty
(30).days thereafter:;

|

a) For an .assignment to a closely-held corporation, FRANCHISEE ishall
provnde to FRANCHISOR a (i) file stamped copy of the Articles of Incorporation and By-laws of the proposed
assignee corporation, (i) a -sample stock ¢ertificate, {iii) a Certificate of Good Standing in the state in which! the
corporation is authorized to do business and the state in.which 'the corporation will conduct the store business
pursuant to this Franchise Agreement, {iv) a list of officers and their percentage. ownership :of the stock o1|t'he
corporation, and (V) a list of directors of thé corporation. |

b) For :an assignment to a partnership, FRANCHISEE shall ’providtg to

FRANCHISOR 4 (i) file stamped copy: of the Certificate of Limited Partnership (if applicable) or the Statement of
parthership, and (ii) a copy of the fully executed Partnership Agreement, containing an ‘exhibit showmg<lthe
percentage of owniership in the partnership. by all partners. |
|

¢) For an assignment to a limited liability company, FRANCHISEE shali
provide to FRANCHISOR a (i) Certificate. of Formation of Limited Liability- Company and (ii) a fully executed copy' of
the Operating Agreement; containing:an exhibit'showing the percentage of ownership of all members in the lim iged
liability company. '

|
133.8 FRANCHISEE shall remain liable for all of its obligations to: FRANCHISOR \and

its Affiliates which arose prior ta the effective: date :of the transfer; and shall execute any documents reasonably

requested by FRANCHISOR; to.evidence such:liability. .
133.9 FRANCHISEE:shallhave:paid allamounts due toFRANCHISOR.

I

13.3.10 7 The transferee, at its expense; shall refurbish the: Franchised Business in jthe

manner described in Paragraph 7.9, irrespective of the. thirty (30) month time frame described in this |

2 - |
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Agreement; to conform to FRANCHISOR!s then-current standards and specifications; and complete the
refurbishing and other requirements within the time specifiediby.FRANCHISOR.

13:3.11 As. part of the transfer, FRANCHISEE: shall assign. all of ‘its .right, title .and 'int‘erélet in
and to the Lease to' the transferee, with the written consent of the Landlord and all other parties whose
consent/iiSz‘r,eq‘ujned; !

]3‘312 FRANCHISEE shall remain Iia‘bl‘e’ to FR‘ANCHISOR for aII bb’ligaﬁon's of F'RAN'CHI'SEE \|Nhich
FRANCHISOR's consent to ‘any transfer shall not constitute a waiver or release of any clalms FRANCHISOR‘ may
-have:against FRANCHISEE as of thedate'of the assignment. !

13.4 Granting of a Security Interest by Franchisee. FRANCHISEE: shall not grant a Security’interest in the
Franchised Busmess or in any of the assets. of the Franchlsed Business without first obtaining the, prior written
consent of FRANCHISOR. FRANCHISOR's consent or refisal to consent may bé based Upon whatever fa'ctors
FRANCHISOR, in its sole discretion, deems economically. and commercially reasonable in protecting FRANCHISOR's
interests and security interest under this Agreement and the relationship created under this Agreement; Under
any circumstances however, FRANCHISOR shall not consent to any such granting of :a security interest unlesshall of’
thefollowing conditions.are met:

>|

13.4.1 Such security is granted only for the purpose of securing a Ioan in fav:|>r of
FRANCHISEE; ‘which.loan.shall only:be: for the benefit of the,Franchised Business. l

13.4.2 In the event of any default by FRANCHISEE: under any documents in any way.
relating to the seéurity interest or the loan to which it relates; FRANCHISOR shall have the right ‘at its sole: option
(but not. the obligation) to cure any, such default and/ orito be substituted as: obligor to the lender whose mterests,
are secured by such security interest. : !

13:4.3 In the event of any default, and if FRANCHISOR chooses to be substntuted -as
obligor, FRANCHISOR shall be so substituted in all respects on the same terms and conditions to- which FRANCHISEE

was subject, except that any acceleration of the obligations secured, due to FRANCHISEE!s defauilt, shall be void" ;poh
cure.by FRANGHISOR. !

13.4.4 Such other conditions. and terms as FRANCHISOR shall deem necessary and/or
prudent to protect itsiinterests under this Agreement. ‘

13.5 nght of First: Refusal. If any party holding any direct:or indirect interest in. this Agreement, in
FRANCHISEE, or in all.or substantially-all of‘the assets of the Franchised Business desires to accept any bona fide
offer froin a third party-to purchase such'interest, FRANCHISEE shail; notify FRANCHISOR of such offer:at least’ thlrty
(30) days before such transfer is proposed to-take place, and;shall provide such information and documentation
relating to the offer as FRANCHISOR may require.. FRANCHISOR shall have the right and option; exercns‘able
within thirty (30) days after receipt of such writteh notification and any background materials concermnglthe
proposed transfer that FRANCHISQR shallreasonably request, to send written nétice to thé. seller that FRANCHISOR
intends. to' purchase the seller's interest on the same terms and conditions offered by the third part'y if
FRANCHISOR elects to purchase the seller's interest, the closing on such purchase shall occur within thlrty (30)
days from: the date of notice to. the seller of thé election to purchase by FRANCHISOR, If FRANCHISOR
declines to purchase therseller's interest, FRANCHISEE shall have ninety (30) days from the earlier of (a) recelpt of 2
notice from FRANCHISOR declining to éxercise its right of first refusal, or (b) thirty (30) days after FRANCHISOR s
receipt of the transferor's written notification of the proposed transfer, to dose-on the transfer of'such mterest
subject to FRANCHISOR's approval pursuant to Paragraph 13:3. Failure to effect -a transfer with the third party
within ‘the ninety (90) day period, or any material .change thereafter in the terms of the offer prior to closmg,
shall constitute a new offer subject tothe:same rights of first refusal by, FRANCHISOR:asinthe caseof thethird party's
initial offer. Failure of FRANCHISOR to exercise the option afforded by:this Paragraph 13.5 shall not constitute a
waiver of any other provision of this Agreement, including all.of the requirements.of this Section 13, with resr,lect
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to a proposed transfer. In the event the consideration, terms, and/or conditions offered bya third party are such
that FRANCHISOR may not reasonably be required to furnish thé same consideration, terms; ‘and/or condi tloris,
then FRANCHISOR may purchase the interest proposed to be sold for the reasonable equivalent in cash. |If thé.
‘parties cannot agree within .a reasonable time on the reasonable equivalent ‘in cash of the consideration, erms,.
:and/or conditions offered by the third party, an independent appraiser :shall be: de5|gnated by FRANCHISOR at:
FRANCHISOR's expense; and the appraiser's determination shall be binding. |

13.6 Transfer Upon Death or Incapacitation. Upon the death or permanent incapacity (méntal or
physical) of any person withian interest in this Agreement,.in.FRANCHISEE, or in all or substantially all of the‘z‘l‘[s;ets'
of the Franchised Business; the executor, administrator, or personal representative of such person shall tr"a"nsfer
such interest: to 'a third party ‘approved by FRANCHIS@R within six (6) months after such death or mlental
incapacity. Such transfers, including; without limitation; transfers by devise or inheritance,:shall be subject to the.
same conditions,as’ anyinter vivos transfer; except’ that the transfer fee shall be waived. In the case of transfer by
devise orinheritance,. however ifthe heirs of beneficiaries of anysuch person are unable tomeet the- conditions of
this Section_13, the executor, administrator, or personal representative of the decedent shall transfetl the
decedent's interest to another party approvéd by FRANCHISOR. Within six {6} months; which dlsp05|t|on|shall
be subjéct to. all the terms and corditions for transfers containéd in this Agreement. If the interest is not
disposed. of within such period, FRANCHISOR. may, at. its option, térmiinate this Agreemenit, pursua}wt to
Paragraph.14.2. SofthlsAgreement |’

13.7 Non-Waiver of Claims. FRANCHISOR's consent to a transfer shall not constitite a waiver of any
claims ‘it may, have against the transferring party, nor shall it be deemed a waiver of FRANCHISOR!s: right to demand
exact compliance with ‘any of the terms. of this Agreement by thetransferor or transferee. |.|
l

13.8 Transfer by Franchisee. in Bankruptcy - Right of First Refusal. If, for :any reason, this
Agreement is not terminated pursuant to Paragraph 14.1 and this Agreement is assumed, or assignment oﬁ the
same to any person or-entity who has:made' a bona fide offer to accept an: assignment of this- Agreement is
contemplated; pursuart to the United States Bankruptcy Code, then notice of such proposed: assngnment or
assumption; Setting forth: (a) the name. and address: of the proposed assignee, and (b} all of ‘the terms}iand
conditions of the proposed assignment and assumiption; shali be given to FRANCHISOR within twenty (20) days
after receipt of such proposed assignee's offer to accépt assighment: of this Agreement, and, in any ‘event, within
ten (10) days prior to the date application is-made to a court:of competent jurisdiction for authorlty and approval to
enter into such assignment ‘and assumption, and FRANCHISOR shall thereupon have the prior right-and option, to be
exercised by notice: given at any time prior to the effective date of such proposed assignment and assumptlo’n, to
accept an assignment of this Agreement to FRANCHISOR itself upon the same terms. and conditions and for(the
same consideration, if'any, as in the bona fide offer made by the proposed assignee, less any brokerage commissions
which may be payable by FRANCHISEE. out of the consideration to be:paid by such assignee for the assignment of)!thls
Agreement. ‘

J
i39 ‘Restriction on Publlclv Traded._Securities. Securities, partnership or other :ownership mteresis in
FRANCHISEE may not be offered to, the pubhc under the Securities ‘Act of 1933, as. -amended; nor. may they be reglstered
under 'the Securities Excharige Act of 1934, as amended, or any comparable federal,. state or foreign ‘law; ruIe or
regulation. Such finterests may be offered by private pffer:mg of otherwise only wyth the prior written, ,consen& of
FRANCHISOR, which consent: shall not be unreasohably withheld. All matefials reqiiired for-any such private offering' by
federal or state law shall be submltted to FRANCHISOR for a Ilmited review as dlscussed below prior to belng f" Ied

FRANCHISG)R for.such review. prior to their use. No such offermg by FRANCHISEE shaII |mply that FRANCHISOR is
participating, in an underwriting, issuance or offering of securities of FRANCHISEE or FRANCHISOR, and FRANCHISOR 3
review of any offering ‘materials shall be: limited solely to the. subjéct of the relationship between FRANCHISEE jand
FRANCHISOR and its Affiliates. FRANCHISOR may, at its option, require FRANCHISEE's offering materials to contad] n a
written statement prescribed by: FRANCHISOR concernmg the limitations described in the precedlng sentence
FRANCHISEE, its Owners' and the other participants in the offering must fuIIy defefid and |ndemmfy FRANCHISQR;
and its Affiliates, their respective partners and the officers, directors, managet(s) (if a limited Ilablhty company),
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shareholders; members, partners, agents, representatives, independent contractors, servants and employees of
‘each of them; from and agamst any and aII Iosses, costs and Ilablllty in connectlon wnth the offenng and shall
proposed offerlng, FRANCHISEE shall pay to.FRANCHISOR a non- refundable fee of 65,000, whlch shall be in addltlon
to any Transfer Fee under any Franchise Agreement or such greater amount as is necessary. to reimburse
FRANCHISOR for its reasonable' costs and expenses associated with reviewing the proposed offering, mcludmg
without limitation, legal and accounting fees. FRANCHISEE shall give FRANCHISOR written notice at. least thlrty (30)
days priortoithie:date of commencement of :any offering or-other transaction covered by. this Section.

14. DEFAULT AND TERMINATION

|
|
|
|

141 Termination In_the Event of Bankruptcy of Insolvency. FRANGHISEE shall be: deemed to be. in
default under this Agreement; and all rights grantéd to FRANCHISEE: ini this Agreement shall automatically termlnate

without notice to FRANCHISEE, if: FRANCHISEE becomes insolvent or makes a general assignment for the beneflt of’

ereditors; if’ a petition in bankruptcy is filed by FRANCHISEE or such a petition s filed, against and not opposed by
FRANCHISEE; if FRANCHISEE is adjudicated as bankrupt ‘or insolvent; if a bill ih equity or othef proceedlng fo'r the
appomtment of a receiver of FRANCHISEE. or other custodian for FRANCHISEE's business or assets is, flled and
consented to by FRANCHISEE; if .a receiver or other custodian (permanent or temparary) 6f FRANCHISEE's q“ssets
or property, or any part thereof; is .appointed by any court .of competent jurisdiction; if proceedings for a
composition with creditors under any state or federal law is ‘instituted by or against FRANCHISEE; if a iflnal
judgment remains unsatisfied or' of record for thirty (30) days or longer (unless a supersedeas bond ‘is flled), if
FRANCHISEE is. dissolved; if execution, is levied :against FRANCHISEE's business. or property; if suit to foreclosl’a: any
fien or mortgage: against the Franchised Location or assets. is instituted against FRANCHISEE and not dxsmllssed
within, thirty. (30) days; orif‘the. real or personal property of'the Franchised Business is sold after levy thereupan. by
any sheriff, marshal, orconstable. ‘

|

14.2 Termination with Notice and Without Opportunity to Cure. FRANCHISEE shall be in default ‘lhder
this Agreement, and FRANGHISOR may, at its option, terminate this Agreement and all rights granted und‘erlth‘is
Agreement, without affording' FRANCHISEE any opportunity. to cure the default, effectiveimimediately upoh recelpt
of notice by FRANCHISEE upon the occurrence of any'of thefollowing events: ‘l

, . [
1421 ~ If. FRANCHISEE fails to :construct and :.open the Franchised Business for business
‘withinitwelve(12) months-from.the Effective Date, subjectonly to Force Majeure:. ||

14.2.2 If FRANCHISEE at: any time ceases to operate or otherwise abandonslithe
Franchised Business without the consent of FRANCHISOR, or loses: the right to possession of the Franchised
Location, or otherwise forfeits the right to do or transact businhess in thé jurisdiction where. the Franchlsed
Business is located. If, however, through no fault of FRANCHISEE, ‘the Franéhised Location is lost, damaged or
.destroyed by an event such;that repairs or reconstruction cannot'be completed' W|th|np5|xty (60)- thereafter, then
FRANCHISEE shall have thirty (30) days after such.event in which to apply’for FRANCHISOR's approval to relocate
and/ofreconstructtheFranchised Business, whichapprovalshallnotbeunreasonablywithheld.

14.2.3 1f FRANCHISEE (or an officer or director of or a shareholder in FRANCHISEE, if
FRANCHISEE ‘is & corporation, or. .a general or limited partner of FRANCHISEE, if FRANCHISEE is a partnership, or a
member, if FRANCHISEE: is: a iimited liability company) is convicted. of a felony, a crime involving moral turpntude or
any other crime of offense that FRANCHISOR believes is reasonably. likely to have an adverse effect:on the: System
the Proprietary Marks, the goodwill associated therewith; or FRANCHISOR's interest in this Agreement.

!

|

14.2.4 If any. 'pUrpo‘rte'd, assignment. or transfer of any direct or indirect interest ‘in this

Agreement, in FRANCHISEE, or in all orsubstantially all of the %stets of the Franchised Business is made to any third
party'without FRANCHISOR's prior written.consent, contrary to the'terms of Section B of this Agreement.. ]
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. . . . |
14.2.5 1f-an approved transfer as required by Paragraph 13.6:0f this. Agreement;|is not
‘effectedwithinthetime providedfollowingadeath'orpermanentincapacity(mentalorphysical).

14.2.6 If FRANCHISEE fails, to. comply with the covenants in Paragraph %.1 of this
‘Agreement or fails to deliver to FRANCHISOR the executed covenants required under Paragraphs.9.4-or 16.5 of this
Agreement.

14.2.7 If, contrary to the terms of Section 9 of this Agreement, FRANCHISEE, any pr lncipa‘l
or employee -of FRANCHISEE; discloses or divulges the contents of the. Manuals .or other confidential |nformat|on
provided to,FRANCHISEE by FRANCHISOR. |

. Lo
14.2:8 If ERANCHISEE or any principal of FRANCHISEE has made any ma\terial‘
'misrepresentations in connection with FRANCHISEE's application to; FRANCHISOR. for the franchise granted in this

Agreement. I

14.2.9. If FRANCHISEE, raﬁf‘t"er curing: a .default pursuant to Paragraph 14.3 10,1:( this.
Agreement, commits.thé:same, similar, or diffeéfent default;again, whether or not ciired after notice. I

14.2.10 if FRANCHISEE loses, through. renovation, forfeiture, failure to renew

v, or
otherwise,jany license required with respect to the operation of the Franchised Business. ~
|
14.2.11 If FRANCHISEE: or any employee fails to successfully complete the i]’ﬁitia'l
trainingrequired byParagraph:6.1. |
14.2.12 If FRANCHISEE understates any payment to FRANCHISOR by three percent (3%) or
more; or understates: any'such payment in any amount, twice in any'two: (2) yearperiod. - I
14.2.13 If an imiminent threat. of danger to public health or safety results from the
operation of the Franchised Business.
14.2.14 If FRANCHISEE knowingly maintains false books or records or submits anyfalse
reports'orstatements toFRANCHISOR. ;
!
14.2.15 If FRANCHISEE fails to obtain.or maintain required insurance coverage. i
i
14.2.16 If, within ten (10) days after receipt of written notice from FRANCHISOR that ,any

required payment is overdue, FRANCHISEE does not make such payment to FRANCHISOR, FRANCHISPR 'S
Affiliates, or, to FRANCHISEE!s suppliers. or creditors, unless, with respect to FRANCHISEE's suppliers or credltors,
‘FRANCHISEE notifies, FRANCHISOR of the existence on a bona fide dispute.and takes immediate:action to.resolv.e it.

14.2,17 If FRANCHISEE failsto make timely payments upon any obligation of' FRANCHISEE
upon which FRANCHISOR has advanced any funds for or on behalf of FRANCHISEE, or upon which FRANCHISOR is
acting as a guarantor of FRANCHISEE, or default, upon or breach of any provision of any promiissory note or other

evidence. of iindebtedness or ‘ary agreement relating to this .Agreement .coricerning any, obligation of FRANCHISEE
‘which arises.from the Franchised Businéss.

l

14.218 If FRANGHISEE (or any guarantor, officer or director of or a shareholder in
FRANCHISEE, if FRANCHISEE is a corporation, or a general or limited partner of FRANCHISEE, if FRANCHISEE] ||s a
partnersh|p, or @ member, if FRANCHISEE is a limited liability company) or any other franchisee of FRANCHI‘SOR
which cantrals, is coritrolled by, or is under common.control with FRANCHISEE (a "Franchisee Affiliate"), fails:to comply
withi -any or all of ‘the terms of this Agreement. or any other agreement between FRANCHISOR; oriits:Affiliates,: and
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FRANCHISEE within ten (10} days:afterreceipt of writteéninotice from FRANCHISOR todoso. l

14.2.19 If FRANCHISEE defaults in the repayment or performance. of any o’bligat'lon or
financing transaction with third parties under which this ‘franchise, the Franchised Location or any asset of the
Franchised Business ispledged assecurityfor FRANCHISEE's.performance. i

I

14.2.20 If, contrary to ‘the terms of Section 7.4 of this Agreement, FRANCIHISEE
purchases any products, equipment, supplies or materials to be used at, the Franchised Business from any
suppliers who' are not expressly designated or approved by FRANCHISOR, and fails to remove the same" frorln the
Franchised Business and cease all use of the same within ten (10) days after receipt of written notice! from‘
FRANCHISORtodoso. ’

143 ‘Termination With Notice and Opportunity to Cure. Except as otherwise provided in
Paragraphs 1.1 and 4.2 of this Agreement, FRANCHISEE shall have thirty (30) days after .ts: receipt iﬁ'om
FRANCHISOR ‘of a written Notice of Default within which to. remedy :any default under this Agreement or-any
Addendum executedialong with this Agreement, and'tg provide evidencé thereof-to FRANCHISOR. If any.such default
is not cured within the specified time, or such longer period as applicable law may require, FRANCHISOR‘shaII
have the right to terminate this Agreement by providing. written Notice of Terminationh to. FRANCHISEE
FRANCHISEE 'shall be in default pursuant to this. Paragraph 14.3: for failure to substantially comply with any of the
requirements imposed by this Agreement, :as it may frof time to time reasonably be modified or supplemented
by the Manuals, or failure to:carry. out the terms of this Agreement.in.good faith. - ‘

14.4 Cross-Default. Any default by FRANCHISEE under ‘the terms and conditions of this Agreer‘r[lent
or any. other agreement between FRANCHISOR,; its Affiliates, :and FRANCHISEE, shall be deemed to be a defaidlt of
each and -every other such agreement. In the event of‘the termination of this Agreement for any cause, or the
‘termination of-‘any other agreement: between FRANCHISOR, its: Affiliates, and FRANCHISEE, FRANCHISOR a,nl'd its
Affiliates.may,.at their option, terminate any or all of such-other agreements.

15. OBLIGATIONS.OF UPON. TERMINATION. '

|
Upon termination of expirdtion of this Agreement, all rights granted under this Agreement to.

FRANCHISEE shallforthwith terminate, and;

151 Cessation of Operations. FRANCHISEE, shall immediately cease: to operate the Franchised

Business, and shall riot’thereafter; directly or |nd|rect|y, fepresent to the public; or hold itself out as a- presenlt or

formerfranchisee of FRANCHISOR.

|

15.2 Cessation of Use of Confidential Information and Proprietary Marks. FRANCHISEE >’hall
immediately and permanently cease to use, by advertising or in any other manneér -whatsoever;. any confidential
methods, uprocedures, and techniques aSSOC|ated ‘Wwith the System, and all Proprietaty Marks and distinctive
forms, slogans, signs, symbois, and devices associated withtheSystem.

153 Cancellation of Assumed Name. Registration. FRANCHISEE shall take such action as may[‘ be
necessary to ‘cancel any assumed name registration or equivalent registration obtained by FRANCHISEE. which contalns
the Proprietary Marks; and. FRANCHISEE shall furnish FRANCHISOR with evidence satisfactory to. FRANCHISOR‘ of
compliance with this obligation within thirty (30) days.after termination or expiration of this Agreement. |

15.4 Assignment of Lease; Termination of Sublease. If FRANCHISEE leases the Franchised Location
under a Lease: with:a Eeﬁd]ord, FRANCHISEE shall, at FRANCHISORs request, immediately assign to' FRANCHISOR i%ny
interest which,FRANCHISEE has'in anylLease for the Franchised Location. Ifthe Franchised ‘
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Location’is subject'to a Sublease; the Sublease shall immediately terminate, subject to'the terms of the 'Sublease. In
the event FRANCHISOR. does not. request assignment of the. Lease, FRANCHISEE, within thirty. (30) daysl after
termination orexpiration of this Agreement, shall make such modifications oralterations to the Franchised Location
(including, without limitation, the: changing of the color scheme:-and other distinctive. design features, anld the
changing -of and .assigning to FRANCHISOR of, the telephone number) as may be necessary to dlstmgu:sh the

appearance of the Franchised Location from that of other TEA STATION Stores, and shall .make such s{becnflc

additional changes to this Agreement :as FRANCHISOR may. reasonably request for that purpose. f FRANCHISEE
fails of refuses to comply, with the requirements of this. Paragraph :15.4 following FRANCHISOR's. demand that
FRANCHISEE. do so; FRANCHISOR shall have the right to immediately enter.into negotiations with the Iandlord of

the Franchised Location regarding. -assignment .and. assumption of the: Lease and to enter the Franchised

Location and conduct business at the Franchised Business, without. being guilty of trespass or any cther tt‘)rt I
addition, FRANCHISOR may make or cause to be made such. changes to'the Franchised Business as may be. reqmred
to enable FRANCHISOR, or its Affiliates, or another franchisee of FRANCHISOR, to continue the operation IIgf the
Franchised Business, all at the expense of FRANCHISEE, which expense FRANCGHISEE shall pay to FRANCHISOR{upon
demand. \'

155 Madification of Premises to Avoid Public Confusion. FRANCHISEE agrees, in the event it
continues to operate: or subsequently begins to operate any ‘other business, not to use any reproductlon,
counterfeit copy, or colorable imitation of the Proprietary Marks, either in connection with such other busmess or
the. promotion thereof, which, in FRANCHISOR's sole discretion, is likely to cause confusion, mlstak‘F, or
deception; or which, in FRANCHISOR's isole discretion, is likely to dilute: FRANCHISOR!s: rights in and to ‘the
Proprietary 'Marks: FRANCHISEE further -agrees not to utilize .any designation of origin or descrlptl(')n or
representation. which, in FRANCHISOR's sole discretion, falsely suggests or represents an assocuatlon or

connection with ERANCHISOR, constituting unfair competition. |

15.6 Franchisee. Payment of Monies Due. FRANCHISEE shall promptly pay all ‘sums owmg to
FRANCHISOR and its Affiliates. In the event of termination for-any default of FRANCHISEE, 'such 'sums shall |ng:lude
all damages; costs, and expenses; including reasonable; attorneys' fees, incurred by FRANCHISOR as a result of the
default, which obllgatlon shall' give rise to and remain, until paid in full, a lien in favor of FRANCHISOR

‘against:any and ali leasehold improvements; fixtures, furnishings and equipmerit, inventory, supplies;and veplcles

located at or used in connection with 'the Franchised Business; together ‘with all ‘accounts, payment |ntang|bles

attachments, -acecessories, additions; substitutions, and replacements, all cash and non-cash proceeds derived from
insurance or the disposition of such assets, all rights; of FRANCHISEE to. use the Proprietary Marks, patents,

copyrights and their registrations, trade secret information: and other proprietary. rights, :and all rights granted
owned or licensed to FRANCHISEE uhder this Agreement for the use. of the Proprietary Marks, trade nalmes,
trade styles, patents, copyrights, trade secrét informatioh and other proprietary. rights. FRANCHISEE hereby

appoints FRANCHISOR as’ its attorney'in fact, with full power and authority to execute. on FRANCHISEE's ‘behalf
such documents as are necessary to obtain and ‘perfect such lien. FRANCRISOR shall have the right to set ofqlany

amounts which it deems are payable to it by. FRANCHISEE. In addition to the foregoing, FRANCHISEE shall \pay
FRANCHISOR, within thirty (30) days following the date of termination, an amount equal to the present value
{using the then-current 30 year treasury bond rate) of the royalty fees FRANCHISEE would have pa|d
FRANCHISOR, calculated: as the product of (i) the average monthly ‘Gross Revenue. of the Franchised Business
during the twelve: (12) months immediately preceding the effectiveé date of termination multipiied by. (ii)|;the
number of months remaining to complete the initial term -of this Agreement, had, this Agreement not been
terminated. 'In: this regard, FRANCHISOR :and. FRANCHISEE. acknowledge and agree that it would be |mp055|ble
and impracticable. to determine the precise amount of damages FRANCHISOR will incur: upon, the: termlnatlon of
this Agreement. due to the complications inhererit in determining the amount of revenie. lost: by FRANCHISOR
because. of the uncertainty regarding the number of months left to complete the initial term -of ‘this Agreem'ent
the uncertainty regarding the Gross Revenue' of the: Franchised Business durihg the remainder of the initial term

of this Agreement and the amount of royalty fees FRANCHISEE ‘would have paid FRANCHISOR based upon such
'Gross Revenue and the like. FRANCHISOR. and FRANCHISEE further acknowledge and agree that this calculatlon of

FRANCHISOR!s potential damages is:a reasonable, good-faith estimate of such damages. If FRANCHISOR is unable to

make this calculation because of FRANCHISEE's failure to .report the Gross Revenue of the Franchised Busmess‘ ‘as

required by Paragraph 10.5'of this' Agreement, FRANCHISOR may estimate the Gross Revenue of thé Franchised Busnness for
34
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the applicable.period based.upon the historical financial information available to FRANCHISOR atsuch time., |

It
15.7 Franchisee Payment: of Franchisor's Cost in Securing Franchisee Compliance ‘with Post:
Termination Obllgatlons FRANCHISEE shall pay to: FRANCHISOR -all damages, costs, and expenses, |nclud|ng
reasonable attorneys' fees, incurred by FRANCHISOR prior or subsequent to the: termination or explratlon of

the franchise in this Agreement granted in obtaining injunctive or other relief for the enforcement of any- pro;\lnsnons‘
of thisSection. B5. l

!

15.8 Return of Manuals and Other Confidential information. FRANCHISEE shall ‘ir\nmediate{y‘éll_elivery
to FRANCHISOR the Manuals and all other manuals, records, correspondence; files; an’,&,:a‘,ﬂy iif\s;f‘rqg:tibfys
containing:confidential information relating to the operation of the Franchised Business which are in FRANCHISEE's.
possession; and. all copies thereof (all of which are acknowledged to be the property: of FRANCHISORY),

t

15.9 Franchisor's: Right to Purchase; Fixtures, and Tangible Assets. Except:as otherwise prowded in

Pardgraph 15.10, FRANCHISOR shall have the option to purchase the "tangible assets” (as defined in . aragragh

15.11 of this Agreement) of the Franchised Business at their then-current fair market value and in: accordance with

the procedures described in Paragraph. 15:11. FRANGHISOR shall exercise lits: option by written, hotice to’ FRANCHISEE
within thirty (30) days after either:. (a) termination ‘of this Agreement; or (b) the date: that FRANCHISOR has
notified FRANCHISEE that FRANCHISEE has not satisfied the. pre-conditions to-obtaining.a successor term.as set'forth

in;Paragraphs 2.2.2:through 2.2.9: \

_ 15:10 _Fréncﬁiséefs Right to Sell Assets Upon Expiration. Except in circumstances ‘where l the
Agreement is terminated prior to its normal expiration date; and notwithstanding FRANCHISOR's rights pursuant
to Section' 13 to approve any transfer, FRANCHISEE and any Franchisee Affiliate shall have the right to sell the a'ssets
that are the subject to FRANCHISOR!s purchase dption set*forth in Paragraph 15.9 during the last:six (6) months of
the: then expiring: term, provided that the purchase agreement specifically inclides a ‘covenant approved by

FRANCHISOR and which is expressly enforeeable by FRANCHISOR as a third:party beneficiary, that the purcﬂaser

shall not, for a period of twelve {12) months after the -expiration of this Agreement, use stch, premisés for the

‘operation 'of a business whose:menu or. mqthod of operation is similar to that e‘rhployed;byitﬁe:E‘rah(:hi’sed Business.

15,11 Calculating the Purchase Price.ﬂof Assets. For purposes of this Paragraph. 15.11 the term
"tangible assets” shall mean only the leasehiold improvements, furniture, fixtures, equipment and ihter,ior\l‘and
exterior signs at the Franchised!Business. |’

15.11.1 ‘The purchase price for 'the tangible: assets shall be the lessér of their net b"oo[(

value (using a 5-year straight line :amortization period) or their-then-current fair market-value less the amoupt: 3f'al|

fees.and obligations due-to FRANCHISOR, or its.Affiliates, from FRANCHISEE and less the amount of any current land
long term liabilities of the Franchised Business to. be assumed by FRANCHISOR. as described in Paragraph 15.11' 3 of
this Agreement. The purchase price: for the tangible assets shall not contain any amount for “goodwill”, "gomg
concerfit Value" or initial franchise fees, royalty fees, advertising fees or any other sums' paid to FRANCHISOR by
FRANCHISEE prior-to the termination of this.Agreement. In addition, the purchase price for the. tangible -assets shall
not ‘include payment for any inventory or 'supplies. or leasehald improvements, -equipment, fixtures or signs
which FRANCHISOR deems. obsolete or has heretofore designated as failing, to meet: quality standards for 'Eth’e
System. ||l

15.11.2 The amount of the purchase price for the tangible assets. shall be .incl'udec‘i\e by
FRANCHISOR in its natice of its exercise-of the-option to purchase the'tangible assets. If FRANCHISEE. does not acélept
FRANCHISOR's purchase price for the tangible assets within ten (10) days. following the date of' FRANCHISORs

notice. under Paragraph 15.9 of this Agreemént, the purchase price for the tangible assets. shall be determined as.

follows:

i
!
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a). Within ten (10) days thereafter, each party shall name an apgraiser
to independently ascertain the purchase price for the tangible assets in accordance with the criteria: set
forth in Paragraph 15.11.1 of 'this Agreefment. If the two appraisals are. in "substantial agreementlx“ the

"average" of thetwo appralsals will. be the purchase price. For this purpose, the:term “substantial agreement
means a difference in the two appraisals of less thar fifteen percent (15%) of the higher appraisal and the term’
“average™means fifty percent:(50%) of the;sum of the two appraisals. "

B). If the two. appraisals .are not in substantial agreement, t‘htlal two
appraisers will jointly choose a third -appraiser within ten (10) days of the date that the last appral‘sal is
dellvered to the partles who shall conduct hIS appralsal of the tang|ble assets wnthm thlrty (30) days. if allthll'd

other ‘

c), The parties shall share equally the fees and expenses of thelithird
appraiser, but each party shall be responsibie for the fees and expenses of h|s or its appraiser. Each party.
shall bear:its own expensés in presenting- -évidence to the:appraisers. l

d) In determining the purchase price: for the ‘tangible assets,; the:
appralsers shall consider all relevant material submitted to them by the parties: or otherwise obtamelci by
them and shall set forth their determinations in writing, together with their opinions and the considerations
‘on which 'the opinions are based, with' a signed counterpart to be delivered to each party within th‘irty'] (30)
days., \

15:11.13 The purchase price for the tangible assets shall be reduced by the curll“rent
and long term liabilities of the Franchised Busihess (except liabilities owed to FRANGHISEE or its principals) 'to be:

assumed by FRANCHISOR; up to the amount of the purchase price, subject to all defenses avallable to

FRANCHISEE.
|
15.11.4 The balance of the purchase price for the tangible assets remaining after
the deductionsdescribedinParagraph 15.11.3ofthisAgreementshallbe payabletoFRANCHISEEasfollows:, |

@) Forty percent (40%) of the balance due will. be paid in cash as a 'dl‘(j;wn‘
payment onthe date:of the close of escrow. ﬂ‘

b) ‘The amournt remaining due ‘will be evidenced by a promissory note
providing for payment of this sum, together -with interest at.a rate equal to the prime lending rate then
charged by FRANCHISOR's: principal bank determined. as.of the date of the close of escrow,.in seventy—two
(72) equal monthly: installments of principal and interést commencing or the first day of the second
calendar month following the date of the close of escrow .and, continuing on the; same day of each
consecutive month iintil paid in;full., |

15.11.5 The close: of escrow: shall .occur within forty-five. (45) days after the filnal

determination of the purchase price for the tangible assets. Bulk trahsfer costs. shali be paid by FRANCHISEE.

Escrow'costsshallbe shared equally by FRANCHISQR and FRANCHISEE: |

) N |
15.11.6 If FRANEHISOR does not elect to exercise its option to. purchase the tangible

assets, FRANCHISEE -or-any Franchisee. Affiliate may assign any Lease for the Franchised Location or sell the real

property to a third party, provided that the assignment or purchase agreement specifically include a

covenant approved by FRANCHISOR and which is expressly ‘enforceable. by FRANCHISOR as 'a third- party

beneficiary, that the purchaser shall not; for aperiod of twelve (12) months. after the termination or explratlon

of this Agreement, use ‘the Franchised Location forthe operation of a .store business whose menu or method
'of operation is similar'to that employed by the Franchised Businéss. |

15.11.7 FRANCHISOR shall have the right to assign jts. option to purchase the tanglble
assets at the Franchised Business and to obtain an assignment of any Lease to an ‘assignee of FRANCHISORS
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'15.2 irreparable injury to_Franchisor. FRANCHISEE agrees -and acknowledges that
FRANCHISEE's failure to comply with the provisions of Paragraphs 15.9 and 15.11 will result in irreparable. harm to.
FRANCHISOR and to the Proprietary Marks, and FRANCHISEE agrees to pay all damages, expenses, -court colsl,ts and
reasonable attorneys' fees incurred by FRANCHISOR in obtaining -specific pérformance of; or an: injunction sagainst
violation of, ‘and/or damages resulting from a violation of, the requirements of Paragraphs 15.9 and 15. 11“of this
Agreement. I)\

15.3 Compliance with Post Term Covenants. All ¢ovenants; obligations, and agreemenlts of

FRANCHISEE which by their terms or by reasonable implication aré to be performed in whole orin part, after the
termination or éxpiration of‘thi$ Agreement; shall survive such termination or expiration. 1‘

16. COVENANTS \I

16.1 g .. FRANCHISEE specifically-acknowledges that, pursuant
to this Agreement, FRANCHISEE. will receive. valuable speuallzed training and confidential information, mcludmg,
without limitation, informatioh fegarding the operational; sales; promotional, and marketing methods and
techniques of FRANCHISOR. and the System. FRANCHISEE (or, if FRANCHISEE: is a corporation, limited |labl|lty
¢ompany, or partrership, ail principals of FRANCHISEE) covenants that during the:term of this, Agreement, ﬁxcept
as otherwise approved 'in. writing by FRANCHISOR, FRANCHISEE (or, if FRANCHISEE is a corporation; limited
liability company, -of' partnership, all principals. of FRANCHISEE) shall not, either directly or indirectly; for |ts|elf or
through, -on behalf of, or in conjunction with any person, or Iegal entity: ,

I
16.1.1 Divert or attempt to divert any present of prospective -customer of the
Franchlsed Busmess to any competltor by dlrect or |nd|rect mducement or otherW|se or do: or perform dlrectly or

System ]
|
16.1.2 Employ or seek to employ. any person who is or has been within the pre\lnous
thirty (30) days employed. by FRANCHISOR or an Affiliate of FRANCHISOR as :a salaried managerial employee or
otherwise directly or indirectly induce such-person to leave:his orher.employment. II

16.1.3 Own, maintain, :advise, operate, engage ‘in, be employed by, make Ioans to,
invest!in, provide any assistance to, or have any interest in {(as owner or otherwise) orrelationship.or-association W|th
any business that is'the same: or:similar-to-the Franchised Business or which offers;signature, premium tea products
or services which are, the same as or similar to ‘the products and services: being offered by the Franchlsed
Business.

16.2. Non-Com_petctlon After Execution or Termination of Agreement. Commencing upon the: dat"e of:
(a)a transfer permitted undet Section 13.of this Agreement,, {b) expiration of this. Agreement;. (c) termination of ‘this
Agreement (regardless of ‘the cause ‘for termination); of (d) a final éourt order {after all appeals have been taken)
‘with respect to any of the foregomg events or ‘with respect to enforcemerit, of ‘this Paragragh 16: 2,"and
continuing for an unintérrupted period of two (2) years thereafter; FRANCHISEE shall riot, withotit
FRANCHISOR's prior written consent, either directly or indirectly, for itself, .or through, on. behalf of, or in
conjunction. with any person, persons, or legal entity, own, mai'ntaih, advisé, operate, engage in,. be emplayed by,
make lo@ns to, or have. any interest in or relatlonshlp or association with a business which: (a) offers premium, tea
dririks' and other related snack-and desserts as its primary mend item, and (b) is, of is inténded to be, located at or
within a twenty. five (25) ‘mile radius of the.Franchised Location. I applylng for such:consenit, FRANCHISEE ‘will ha've
the.'burden of establishing that any such activity by it will hot involve the lsé of bénefits provided under thls
Agreement or constitute unfdir competition with FRANCHISOR: or other franchisees or -area developers -of
FRANCHISOR.
I
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16.3 . Exceptions. to Non-Compete Covenants, Paragraphs 6.1 and 1.2 shall not alpply to
ownership by FRANCHISEE of a less than five percent (5%) beneficial interést in the, outstandlng equity: securmes of any
company registered under the. Securities Act of 933ior the Securities Exchange Act of 134..

l

16.4 ‘Reducing Scope of Covenants. FRANCHISEE understands and acknowledges that
FRANCHISOR shall have the rlght in its. sole .discretion, to reduce the scope: of any covenant: set forth in
Paragraphs. 16.1 and 16.2, or any portion thereof, without FRANCHISEE's, consent; effective lmmedlatelly ‘upon
receipt. by FRANCHISEE of written noticeé theréof; and FRANCHISEE agrees-that it shall comply forthwith |th any

covenant'as so madifiéd, which;shall be fully enforceable notwithstanding the provisions.of Paragraph 21 1 of this
Agreement. \
!

i6.5 Enforceability. of Covenants Not Affected by Franchisee Claims. FRANCHISEE expressly
agrees that the existence of apy claims it may have against FRANCHISOR whether or not arising fro"n this
Agreement, shall not constitute a deféfise to the enforcement by FRANCHISOR:of the:covenantsiin this Sectlon 16."
FRANCHISEE agrees ‘to pay all costs and expenses (including reasonable attorneys' fees) incurred by
FRANCHISOR in connéction with the enforcement of this Section ¥: h{
= t
16.6 Covenants from Individuals. FRANCHISEE shall obtain and furnish to FRANCHISOR
executed covenants similar in substance to those set forth in this Section: 16 {including covenants applicable
upon the termination of a pérson's relationship with ERANCHISEE) from any or all of 'the following persons: [(a) all
employees of FRANCHISEE who have attended any training. program described in Paragraph 6.1 of this
Agreement; (b) all officers, directors, members and holders-of a beneficiakinterest of five percent (5%) or more of the
securities of FRANCHISEE,. and of any corporation directly: or indirectly controlling FRANCHISEE, if FRANCH SEE is
a corporation or limited liability company; and (c) the general partners; and any limited partners. (mc uding
any corporation, and the officers, directors, and holders of a beneficial interest of five percent (5%) or{imore
of the securities of any corporation which. controls, directly- or indirectly, any general or limited partner),
FRANCHISEE is a partnership. Every covenant requ,lred by this Paragraph 16:6 shall be in a form .approved by
FRANCHISOR, including, without limitation, specific. identification of FRANCHISOR -as .a third party beneficiary of
such.covenants with the independent ight to enforce them. |
16.7 Breach of Covenants Causes Irreparabieinjury. FRANCHISEE.  acknowledges lthat
FRANCHISEE's violation of any ¢ovenant of this Section 16 or any action ‘described in Paragraphs 14.2, 4.3, on 18.3
would ‘result in irréparable injury to FRANCHISOR for which no adequate remedy at law may be. avallablei" and
FRANCHISEE consents to the issuance of, and agrees to pay ali cotirt costs and reasonable attorneys' fees incurred

by FRANCHISOR ‘in obtaining, ‘without .the ‘posting of any bond, an ex parte or othér otrder for injunctive: or Ic')ther
legal orequitable relief with respect to.such conduct oraction.. [

47. ENTITY FRANCHISEE,

IFFRANCHISEE ‘is:an.entity; the following provisions:will apply: \

17.1 Representations of Franchisee. @~ FRANCHISEE represents and warrants that the |nformat|on| set
forth in Attachmeiit B, which is annexed to this Agreement and by, this reference: made: a part hereof; is accurate and
compléte in all material respects. FRANCHISEE shall notify. FRANCHISOR in writing ‘within ten (10) days of ‘any change
in the information set forth in Attachment B, and shall submit to FRANCHISOR a revised Aftachment B, certlﬁed by
FRANCHISEE -as true, correct and complete :and upon acceptance thereof by FRANCHISOR shall be annexéd tol'this
Agreement: as Attachment B. FRANCHISEE.promptly shall provide such additional information as FRANCHISOR may
from time to. time request concerning all persons who may have any direct or indirect financial linterest in
FRANCHISEE. ;

17.2. Corporate Franchisee: If FRANCHISEE is. a corporation, it shall: (a) confine its activities, and| its
governing documents shall at all times provide, that its activities are confined, exclusively to operating |the
Franchised Business; (b) maintain stop.transfer instructions on its records against the transfer of any equity |
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securities and shall only. issue securities upon the face of which a legend, in.a form satisfactory to FRANGHISOR,
appears which references the transfer restrictions imposed by. this Agreement {c} not issue: any non-votlng
securities convertible into voting. securities; (d) rhaintain a current list of all owners of record and all beneflaal
owners: of any class of‘voting stock of FRANCHISEE arid firhish the list:to FRANCHISOR upon request. in addltlon,
eacth present and. future shareholdér of FRANCHISEE shalil jointly and severally guarantee FRANCHISEE [

performance of each and every provision of this Agréement by execitiig 3 Guarantee in a form. prescnbed by
FRANCHISOR. w

17.2 Partnership Franchisee. If FRANCHISEE is a partnership it shall: {a) furnish FRANCHISOR with its
partnership. agreement as well as such other documents as FRANCHISOR may reasonably request, and any
amendments to this Agreement; and (b). prepare and furnish to FRANCHISOR, upon request, a current |ISt' of all
general and limited partners iin FRANCHISEE. In addition, each present and futuré partner of FRANCHISEE shall
jointly-and severally:guarantee’FRANCHISEE:s-performance.of eactiand every provision:of this- Agreement,by exqcutmg
a'Guaranteeina form prescribed by FRANCHISOR. !

17.3 Limited Liability Company Franchisee. If' a FRANCHISEE is a limited liability company,
FRANCHISEE 'shall: {a) furnish ERANCHISOR with .a copy of its articles of organization and opérating 1agfeement,
as well as such other documents.as FRANCHISOR may reasonably request,.and.any amendmerits to this Agreenient;
(b) prepare and furnish to FRANCHISOR, upon request, a current list of all members and managers n
FRANCHISEE; and. (c) maintain stop transfer instructions on its records against: the transfer of équity securities
and shall only issue 'securities upon the face of which bear a legend, in a form satisfactory*to FRANCHISOR; .whlch

references: the: transfer restrictions imposed by this Agreement. In addition, each present and future member of'

FRANCHISEE shall jointly and' severally guarantee FRANCHISEE's performance of each and every provision of this
Agreement.by.executing;a Guaranteein-a form prescribed by FRANCHISOR.

|
18.  TAXES \‘

i8.1 Payment: of Taxes. FRANCHISEE shall promptly pay to FRANGHISOR an ‘amount equal to all

taxes levied or assessed, mcludlng, biit not limited. to, unemployment taxes; sales taxes; use taxes, wnthhéldlng

taxes, ‘excise taxes, personal property taxes, mtang:ble property taxes, gross; receipt taxes, taxes on royalty fees

any similar taxes or levies, imposed ‘upon or requ1red to be tollected or pald by FRANCHISOR by reason of the

furnishing of products, intangible property (including trademarks. ahd trade names) or serwces by

FRANCHISOR to FRANCHISEE through the sale, license, or Lease of property or propérty rights, provided by. this
Agreement. |l
|

182 Challenging Tax Assessment. In ‘the event of any bona fide dispute as to FRANCHISEE's [iaibi'ljty
for taxes assessed or other indebtedness, FRANCHISEE may contest the walidity or the amournt 6f the tax or
indebtédness.in accordance with the procedures of the'taxing authority or-applicable law. r

i
183 Notification of Investigation or Violation. FRANCHISEE shall natify FRANCHISOR‘l by
telephone within. twenty-four hours, and confirm in writing within two (2) days. thereafter, of any. mvestlgatlon or
violation, actual of alleged, concerning any. health, liguor or narcotics laws or regulatlons, .and notify in. wrltlng
witHin. five (5) days of the. commencement of any investigation, action, suit, or proceeding, :and of the lssuance of
any order, writ, injunction, award, or: decree of any court, agency, or other governmental instrumentality; WhICh
may adversely affect the'operation:or financial condition of the Franchised Business. I
L

19. INDEPENDENT CONTRACTOR AND.INDEMNIFICATION I
ol
i

19.1 No Fiduciary Relationship. This Agreement does not: create a fidiciary relationship between ithe
parties: to this Agreement. FRANCHISEE shall be an independeént contractor; and nothing in this Agreemerit. is
intended ‘to constitute or appoint either party an agent, legal representative, subsidiary; joint venture, partner,
employee, or servant.of the other for any purpose whatsoever. '

t
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19.2 Public Notice of Independent Status. FRANCHISEE shall -conspicuously identify itself and the
Franchised Business in all dealings with its customers, contractérs, suppllers, public, officials, and others, as an
independent franchisee of FRANCHISOR, and shall place such notice of independent ownershlp{ in its
Franchised Business and .on all forms. FRANCHISOR shall have the Fight to:specify thé.lahguage of-any-such npnce.
} .
193 Independent Contractor. FRANCHISEE acknowledges and agrees that it‘is not authorized to make
‘any contract, agreement, warranty, or representation ori FRANCHISOR's. behalf; -or to incur any debt: or other
obligations in FRANCHISOR's name; and that FRANCHISOR: shall in no-event:assume liability for; or'be deemed liable
‘under this Agreement-as a resuilt of;.any such action; ngr:shall FRANCHISOR be liable by reason of any.act or omlssmn
-of FRANCHISEE in its conduct: of the Franchised Business or for any. claim or judgment arlsmg there from |against
FRANCHISEE 6r FRANCHISOR. |

|
I

19.4 lndemniflcatlon FRANCHISEE shall indemnify and hold harmiess. to the fullest extent. ly law,
FRANCHISOR, its Affiliates and their respective: directors, - officers, employees, shareholders, and agents,
(collectlvely the "Indemmtees“) from. any and all "losses and expenses" (as hereinafter defined) lncurred in
connhectioh -with any lltlgatlon or other form of adjudicatory procedure; claim, demand, investigation, or forimal or
informal inquiry. (regardiess of whether same is reduced to judgment) or any settlement thereof whrch‘zarlses
directly or indifectly from, as .a result of, or iin connection with FRANGHISEE's operation of the: Franchised
Busiriess including, biit not limited to, claims arising as a result of the maintenance and operation of vehlcles]'or the
Franchised Locatioh (collectlvely an "event"), and regardless. of whether same resulted from any Stll'lCt or
v1car|ous |Iabl|lty |mposed by Iaw on the Indemnltees, prowded however, that thlS |ndemn|ty shaII not apply to any

revent the mdemmﬁcatuon provuded in thls Agreement ‘shall extend to any flndlng of comparatlve negllgence or
contributory neghgence attributable to FRANCHISEE). ‘For the purpose of this. Paragraph 19.4, the term "losses
and expenses” shall be deemed to include compensatory, exemplary, or punitive damages; fines and penaltues
attorneys' fees; experts' fees; court costs; costs associated with investigating and defending against clalms
settiement’ amounts; judgments; compensation for damages to FRANCHISOR's reputation and goodwiill; alnd all
other costs associated with any of the foregoing losses and -expenses. FRANCHISEE shall give FRANCHISOR. prompt
notice’ of any event of which it is aware, for which indemnification is required, and, at the expense and nsk of
FRANCHISEE, FRANCHISOR may elect to assume (but under nho ciréumstance is obhgated to undertake) the
defense andfor settlement thereof, provided that FRANCHISOR. will seek the advice -aihd \counslel of
FRANCHISEE. Any iassumption of FRANCHISOR shall not ‘modify FRANCHISEE's indemnification obhgatlon
FRANCHISGOR may;, in its sole and absolute discretion, take such ‘actions as it seems necessary and approprlate to
investigate, defend, or settle any event ortake other remedial or-corrective actions with respect thereof as may be,
'in FRANCHISOR's sole and. absolute discretion, necessary for the protection of thefindemriities or the.System. \

I
il
{
20.  WEBSITES. ‘l

201 Definitions. For the purposes of ‘this Agreemenit, the following words and. phrases: shall havé the
meanings setforth in thisiParagraph 20.1 '
20.1.1 "Content” means all text, images, sounds, files, video, designs, an'imatib'ns,
layout, color schemes; trade. dress; concepts, methods, techniques, processes and data used in connection W|th
displayed on, orcollected from.or through Franchisor's Website..

20:1.2 "Deep Link™ means. a Link to the content of a Web site. Typically, a deep link ‘ls to.

‘an interior page of a Web site (i.e., bypassing the front page of the Web site). ’

20.1.3. "Electronic Commerce" means offering and selling: merchandise ‘and ,s,e_rviees
associated, with the Proprietary: Marks, and receiving and accepting orders and payment; for that merchandise
and services, :directly or indirectly, through any means of electronic. communication, ‘irncluding. receiving :'aﬁd
-accepting orders.over the Internet. \]

i
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20.1.4 "Franchisee's Web Page" means one or more interior pages of Franchisor's
Web site:dedicated in whole orin part to the'Franchised Business.

20.1.5 "Franchisor's Web site" means one or more Internet Web sites tha"c; may,
among other things, facilitate orders, provide information about the.System and the products and services that are.
offered -on the: Web site and at TEA STATION Stores operated under the Proprietary Marks; Franchisee's. Web Page.
rmay bé;part of theFranchisor Web site. I

20.1.6 “Internet" means any means of electronic communication that employs1 inter-
connected computer networks. to- communicate information (of any kind) by fiber optics, wire, radio. or other
'methods of transmission; mcludmg the myriad of computers; telecommunications facilities and similar means (both
equipment:and software) that corprise the interconnected woridwide, network ‘of networks that employ the‘\TCP/IP
(Transmission Control Protoco!/Internét Protocol) or any. predecessor or successor protocols to that protocol \

20.1.7 “URL" means uniform resource: locator, the uniquie address assignedrto each page of'a
‘web site:,
20.1.8 “Web site" means a series: of inter-connected "pages" on the World Wide Web sectlon
of the Internet (the "World Wide Web" is the portion of the Internet that features' graphics-rich pages using the HTIP
.and H1ML pratocols).

20.2 Use of Proprietary Marks on Internet. FRANCHISEE shall not develop, create,. géne‘r'a'te\‘ own,
license, Lease or use-in any manner any computer medlum or electronic medium (incliding, any Internet home
page; e-mail address, Web site; bulletin board, newsgroup or other ‘Internet-related medium) which in any ‘'way'
wses or displays, in whole. or part, the Proprietary Marks, or any of them, or any words, symbols or terms
confusingly snmllar to this Agreement without FRANCHISOR's ‘express. prior written consent, and then only in. such

FRANCHISOR may establlsh in the Manuals from tlme to. tlme and only SO long as FRANCHISEE is not in default
of this Agreement: or any othér Agreement between FRANCHISOR, its Affiliates and FRANCHISEE. Without: Ilnl'nting
the generality-of the foregoing, FRANCHISEE shall:not cause, permit or allow the. Proprietary:Marks, or any of them,
or any.'words, symbols or terms confusingly similar to this Agreement, be used or displayed in.whole or|part:
(a) as, or as a:part:of, an Interhet domain name; (B) as, or-as a part;of, a URL (at:any level or address); or, (c).onjorin
connection with any Internet home page, Web site, bulletin board, newsgroup; chat-group, buddy list; mstant
‘messenger, meta-tag or ‘the comparable identifier in any future technology). or othér internetireldted actlvuty,
without FRANCHISOR!s express prior written consént, and then only in such manner afd: in accordancea‘wnh
such procedures, policies, standards and specifications: as.FRANCHISOR may establish in-the Manuals from tlr'ne to
time.. FRANCHISEE shall not Link to or frame Franchisor's. Web site (including Franchisee's'Web. Page, if any) tcl any
'gther Web site. or authorize any‘third party to Link to or frame the Web site (including Franchisee's. Web Page, if
‘any) without FRANCHISOR's express prior written consent, and then .only in such manner and in accordance]l\mth
such; procedures, policies; standards and specifications as, FRANCHISOR may establish in the Manuals from tlme to:
time,, \
i
20.2.1 Except as provided in Paragraph 20.4 of this Agreement, FRANCHISEE shall| not'
use, nor authorize any third party to use, the Proprietary ‘Marks to advertise, promote, offer- or sell :any; goods‘
.or services through the Internet, if those goods or Services are thé same:as or similar to those. (a)which are: offiared
at or from the Franchised Business, (b) which bear any of the Proprietary Marks, or (c) which are: otherWISe
woffered or sold under the Proprietary Marks. FRANCHISEE may, however, use the Proprietary Marks to, sell such
:goods or, services through the‘Internet in compliance with Paragraph 20.4 of this Agreement or with, FRANCHISOR 's;
prior written consent, but then only m'such manner and in accordance: with such procedures,.policies,, |
25| 1|
!



|
|

20.2.2 FRANCHISOR will own: and will retain all, right, title and interest in and] to the
Proprietary Marks. and the use thereof in any and all fnahners and to all existing ‘and. future domain Inames,
URLs, future addresses and sub addrésses established by. FRANCHISOR (|ncIudmg Franchiseels Web Page sub
addresses) which may or may not.include the Proprietary:Marks; all Software; all Gonterit prepared for, or- u‘sed on,
Franchisor's Web:site, and.all'ntellectual property rights in or'to;any ofthem. l

standards.and specifications as FRANCHISOR may-establish in the Manuals from time to time.

|
|
20 3 Franchrsors Web Slte FRANCHISOR may, but shall not. be oblugated to aéstablish; and m'amtaln
TEA STATION Stores prowde even though Franchlsors Web srte is accessnble by persons in FRANCHISEEs trade‘
area. FRANCHISOR has sole discretion and control over the design and content of Franchisor's Web site, except
that FRANCHISOR may configure the site to accommodate Franchisee's Web Page as.described in P aragragh‘ :20:3.2.
of this Agreément. FRANCHISOR imay, at its sole option; from time. to'time,; without prior notice to FRANCHISEE (a)
change, revise, or eliminate the desrgn, content and functionality of Franchisor's Web site; (b) make operétlonal
changes to Franchisor's Web site; (c) change or modify the URL and/or domain name of Franchisor's. Web. site;
{d) substitiute, modify, or rearrange Franchisor's Web site; at FRANCHISOR's sole: option, including in any manner
that FRANCHISOR cohsiders necessary: or desirable to, among other things, (1) comply with applicable Iavlvs, (2).
respond to changes in market conditions; or technology; and (c) respond to any other circumstances; (3). Ilrnit or
restrict erid-user’ access$ (in whaole or In part) to Franchisor's Web site; and (e) disable or terminate Franchlsor 'S,
Web site without-any ||ab|I|ty to FRANCHISEE. 'U

20:3.1 Franchisor's Web. site may ‘include: a series of iinterior pages that. may iq(entify
participating TEA STATION Stores by; among other things, name, geographic region, address, ‘telephone number
and/or e-mail address. FRANCHISOR may permit FRANCHISEE to customize or post certain mformatlclm to
Franchisee!s Web Page, subject’ to FRANCHISEE's compliance with the procedures, policies, standards and
specifications that FRANCHISOR may. establish in the; Manuals from time. to, time which may require FRANCHISEE
to pay a reasonable fee for the. prrvrlege of Raving Franchisee’s Web Page; and. may include; without Ilmlt'atlon
specifications and limitations for-the data or information to be posted to Franchisee's Web. Page; customlgatlon
$pecifications, the basic templaté for design of Franchisee's' Web Page, Jparameters and deadlines. specrfled by
FRANCHISOR, disclaimers, and such other standards and specifications and rights and obligations of ‘the. partres as
FRANCHISOR may establish from time to time. Any modificatiorns (mcludlng customizations, alteratlons,
submissions of updates) to the Content made by FRANCHISEE for any. purpose will be déemed to be a "work. made
for hire" under the copyright laws, and therefore, FRANCHISOR shall own the intellectual property rlghts in allldw to
such modifications. To the extenit any ‘modification does not qualify as a work made for hire. as outlined above,
FRANCHISEE hereby assigns‘thase modifications to FRANCHISOR for ho additional consideration and with no further
action required and shall execute such further assignments(s) as FRANCHISOR may request. FRANCHISEE: may not
modify Franchisee's Web Page except. in coordination with FRANCHISOR's weébmaster ard in complrance]mnth
FRANCHISOR!s policies and procedures. At FRANCHISOR's request, FRANCHISEE .shafl contribute a reasonable
amount, not to exceed 51000 per year, toward the cost of the Web sité's mainteénance, which may vary from
year to year during; the term of ‘this Agreement arid shall pay the same to FRANCHISOR in the mannef an'dﬁat}
the times that FRANCHISOR may establish in the Manuals or otherwise from time'totime. If FRANCHISEE fails to pay
when due any fees or other amounts payable to FRANCHISOR. under this Agreement; or any other agreement
with FRANCHISOR or FRANCHISOR's Affiliates, or otherwise breaches this Agreément or:any other ‘agreement: "\‘mth
FRANCHISOR or FRANCHISOR's Affiliates, FRANCHISOR may' disable: Franchisee's Web Page until such tlme as
FRANCHISEE. pays its outstanding obligations in ‘full. FRANCHISEE hereby appoints FRANCHISORl as
FRANCHISEE's attorney-in-fact. with full power and :authority for the .sole purpose of dlsabllng Franchisee's Web
Page. This appointment shall be deemed. to be coupled with an interest and shall continue. in full force. and effect
until the termination. or expiration of this:Agreement. I

1

20:3:2 FRANCHISOR ‘may Link Franchisor's, Web site. to the Web sites of third parties,
including, electronic service providers, Franchisor's Affiliates and other providers of goodsiand services. I
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FRANCHISOR: may also permit third parties to Link (includiﬁg Deep Links to any interior page of Franchi's".o'rI s Web
site, including Franchisee's Web Page) and frame Franchisor's Web site (ircluding Frarichisee's Web Page):
FRANCHISOR may place’ legal notices, disclaimers, FRANCHISOR's corporate logos and slogans, advertls[ements

endorsements, trademarks, and other identifying information on Franchisor's Web site, all of Wwhich r‘nay be
modified, expanded, or eliminated at FRANCHISOR's option. Further, FRANCHISOR may- establish or participate in
programs. whereby: FRANCHISOR refers end-users, to. other Web sites, or FRANCHISOR, receives refeira Is from

other Web sites. All consideration (monetary and. non-monetary) received by FRANCHISOR on ac'cOUnt'of the
placement or sale of advertisements;, endorsements, and sponsorships on Franchisor's. Web site (|nclud|ng any
Franchisee Page) and all consideration (monetary. and non-monetary) received by FRANCHISOR on account of

Affiliate programs, will belong only to FRANGHISOR. FRANCHISOR may also establish programs which enc‘ourage
repeat and business by:end-users. ||

20.3:3. W|thout limiting. FRANCHISOR's general unrestricted right to perrit, der(w and
;regulate FRANCHISEE!s participation on Franchisor'.s Web site in FRANCHISOR's sole discretion, if FRANCHISEE
fails to pay when due any, fees or other amounts payable to FRANCHISOR under this Agreement, or anyI other
agreement. with FRANCHISOR or' FRANCHISOR's Affiliates or otherwise breaches this: Agreement .or any‘ othef

-agreementiwith FRANCHISOR or FRANCHISOR' s Affiliates, FRANCHISOR may disable or terminate Franchtseels Web

Page and remove all references to the Franchised Busmess,on Franchisor's Web:site until the breach isicured:
’ |

20:3.4. FRANCHISOR has no control over the stability or maintenance of the Internet

generally; as a result, FRANCHISOR s not fesponsible for damage or loss. caused by errors .of the Intlernet

‘Furthermore;, FRANCHISOR i5 not liable. for any direct, indirect, special; incidental, exemplary or conseqL‘lentlall
'damages. arising ot of the use of, orthe |nab|I|ty to use, Franchisor's Web site or the Internet, including loss of

profits, ;goodwill, or savings; downtime; or damagé to or réplacement of programs and data, whether based‘ in

contract, tort, product liability, or otherwise. “

20.4 Electronic: Commerce. FRANCHISEE. will not use the Proprietary’ Marks to advertise, promote,
or sell any services of merchandlse through the Internet, nor will FRANCHISEE offer or sell any service that is
identified with the, Proprietary Marks or any memorabilia :.or other merchandise that bears the Propnetary
Marks ‘through the Internet, except in compliance with Paragraph 20.2 of this Agreement and this Paragragh
20.4. FRANCHISEE!S breach. of this restriction will constitute ‘willful trademark infringement and .a material breach
of this Agreement. ‘|

204.1 FRANCHISOR may; atits discretion, use the/Web site.described in Paragraph 20 3 .of
this Agréement or may establish another faeility on the Internet for the purpose of engagmg in
Electronic.Commerce with respect to products. and services that are identified with the: Propqletary
Marks. : l|

|
20.4.2 If FRANCHISOR decides to engage in Electronic Commerce, it will (a) establish.
uniform procedures, policies. and protocols to govern electronic corhinunications. between FRANGHISOR an‘ld its.
customers.and the use and dissémination of information that FRANCHISOR obtains with respect to customers'
‘identities, purchasing habits and other commercially relevant matters; (b) develop a secure:site on the facnhty.
through which FRANCHISOR: cah accept:credit card and other confideritial information from its customers;
(c) establish ‘a central administration center through ‘which customer orders are processed, customer complamts
are handled, sales. taxes (if 'any) are remitted, and records of sales transactions, are created and malntamed
(d) establish -a central fulfillment center through which dll customer orders are filled; and {e). establish the termsjand
conditions under which members of the System may participate in FRANGHISOR's Electronic Commerce program.

20.4:3 In the event that FRANCHISOR initiates FRANCHISOR's Electronic Commerce‘
program, FRANCHISEE 'will have the opportunity to participate in‘the program provided that FRANCHISEE is in good
standing, under this' Agreement and any other agreement with ERANCHISOR or FRANCHISOR's Affiliates. H’he
Electronic Commerce program set forth in the Manuals may (a) state the terms on which FRANCHISOR and‘
participating franchisees of FRANCHISOR may share program fevenueés and expenses; (b) obligate FRANCHISEE to
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adhere.to FRANCHISOR's: procedures, policies and protocols that govern electronic communications and ‘the use

and dissemination of customer information, (c) authorize FRANCHISOR from time to time to modify ‘the.
procedures, policies:and protocols that govern the Eléctronic Commerce program; and (d) release FRANCHISOR

from liability to. FRANCHISEE ‘and its customers for theft or disclosure of confidential customer |nformat|on or
breach .of FRANCHISOR' s privacy standards unless 'the proximate cause. of such. theft, disclosure or breach is.
FRANCHISOR's: gross negligence-orwillful miscanduct.. l|

20.4:4 If FRANCHISEE declines to-participate in/the Electfonic Commerce pr’ograi'n]on the
terms stated in the Manuals, FRANCHISEE will havé no right to share in program revenues, nor will

FRANCHISEE have:any.responsibility-to bear-or pay any program expenses: l,

20.4:5 If FRANCHISEE fails to pay when due any fees of. other amounts payla,ble ‘to
FRANCHISOR under this. .Agreement, or any other agreement with FRANCHISOR. or FRANCHISOR'S Afflllates OF

otherwise breaches this Agreement or any other agreement with FRANCHISOR or FRANCHISOR's Afﬁhates

FRANCHISEE. hereby authorizes FRANCHISOR. to disable or terminate the end-user's ability to place. pick- up and
delivery orders:with FRANCGHISEE until the breach is cured. !

}

205  Assignment Upon Termination or Expiration. FRANCHISEE shall, at the. option. ahd. reqle’Les't of
FRANCHISOR,, assign'to FRANCHISOR. all rights to. all e-mail addresses, URLs, domain names, intérpet Ilstlngs and
Internet. accounts related to the Franchised Business: followmg demand by FRANCHISOR upon FRANCHISEEs
misuse of the: same and/or the termination or expiration of this Agfeemient. Furthéfmore, FRANCHISEE hereby
appoints. FRANCHISOR :as FRANCHISEE's. attorney-in-fact with full power and authority for the sole purpose of

assigning these rights to FRANCHISOR. This appointment. shall be deemed to be coupled with an interest and shall

continue in full force and &ffectuntil the termination or'éxpiration of this Agreement: “

21. APPROVALS, WAIVERS, AND: NOTICES v

21.1 Obtaining Approvals. Whenever this Agreement requires the prior approval or conse‘nt of
FRANCHISOR, FRANCHISEE shall make a timely written request to FRANCHISOR therefore, and such Aappr.oval
or consent must be obtained 'in writing. FRANCHISOR makes no Wwarranties or guafantees upon whlch
FRANCHISEE. may rely, 'and :assumes no. liability or obligation to FRANCHISEE; by provndlng any: waiver,, approva!
consent, or suggestion to FRANCHISEE in connection with this Agreement, or by reason of any neglect, delay, or
demal of any request therefore..

I

21.2 No_Waiver: No delay, waiver, omission, or forbearance on the part of FRANCHISOR 1o

exercise any rlght option, duty, or power arising out of any breach or default by FRANCHISEE, or by any’ other

franchisee, of any of the terms; provisions, or covenants: thereof, and 'no custom or practice by the partles at

variance with the terms of this Agreement, shall constitute .a waiver by FRANCHISOR to enforce any such rlght

option, or power as against FRANCHISEE; or as to a subsequent breach or default by. FRANCHISEE. Subsequent

acceptance by FRANCHISOR. of any, payments due to. it under this Agreement shall not be deemed to be a walver

by FRANCHISOR of any preceding or succeeding breach by FRANCHISEE of any terms, covenants, or condltlons
of this Agreement. :
4
213 Notices. ‘All notices or demands shall be: in writing. and shall be served in person, by Express
Mail, by certified mail; by private ‘overnight delivery; or by telecopier (fax). Service shall be deemed conclusjvely

made (a) at the time. of service, if personally. served; (b} twenty-four (24) hours (exclusive of weekends]fand

national holidays) after deposit in the United States mail, properly addressed and postage.prepaid, if serveé by

Express Mail; (€) upon the earlier of actual receipt or three (3) calendar days after deposit in the United States

mail,. properly addressed and postage prepaid, return receipt requested, if served by certified mail;: {(d) twe]nty-
four (24) hours after: dellvery by the party giving thé notice, statement or-demand if by private: overnight dellvery,
and (e) at'the time. of transmission by’ ‘telecopier, if such:transmission. occurs: prior to 5:00. p.m. on a business day
and a copy of such notice is mailed within twenty:four (24) hours after the transmission. Notices and demands:
shall be given:to the respective parties at the following addresses, unless and until a different-address has been

“ ' |



intentions,of all parties-to this Agreement. FRANCHISOR and FRANCHISEE intend:that ifiany provision of this

designated by written notice to:theiother party: : '

Notices to FRANCHISOR: TEA O'LA, INC.
154:W, Valley Bivd. !
San Gabriel, CA91776 |
Fax: . |
Attention: President (
|
|
|
|

With a-copy (which:shall not constitute notice) to:

Min K. Chai

MKC Law Group

300 Spectrum Center Dr., Ste. 1090
irvine, CA.92618

‘Fax: 949:417-0217

Notices to FRANCHISEE: L ]
[Insert.address] ‘
Attention:[ ]

Either party may change its .address for the purpose of receiving notices, demands. and other communications
this Agreement provided by awritten notice given in the manner aforesaid to the other party. l'
b

22. ENTIRE AGREEMENT, SEVERABILITY, AND CONSTRUCTION . '

as'in

221 Entire Agreement. This Agreement, any attachments to this Agreement, and any anullary
agreements between FRANCHISEE and FRANCHISOR or: any Affiliate;which are executed contemporaneously W|th this
Agreement, constitute the entire.and complete Agreement between FRANCHISOR (and, if applicable, -any Affullate)
and FRANCHISEE concerning the 'subject matter thereof, and supersede .all prior agreements. FRANCHISEE
ackhowledges that. it is -entering into this Agreement; and any ancillary agreements executed contemporanelously
herewith; as a result of its.own independent investigation of the business franchised hereby. and not as a resy{,l’t 'of
any representation made by FRANCHISOR or persons associated with FRANCHISOR, or other franchisees, whlcn are.
contrary to the terms. in this Agreement set forth or which are contrary to the terms' of any: Franchise Offltaring
Circular;. or other similar document. required or permitted to be given to FRANCHISEE pursuant: to appllcable
law. Except for those permitted under this Agreement to be made unilaterally by FRANCHISOR, no amendment
change, or wvariation from this Agreement shall be binding on either party unless mutually agreed to by}# the
parties and executed by their authorized officers or agents in writing. h

22.2 ‘Severability. _.and. Construction:  Except as .expressly provided to ‘the contrary in Uthls
Agreement; each isection, paragraph part term, and. provision of this Agreement shall be considered sever'able,
and if, for any reason, any section, paragraph, part, term, provision, and/or covenant in this Agreemth is
determined to be'invalid and contrary to, orin conflict: with; any. existing or-future law or regulation by a court or
agency having: valid jurisdiction, such shall not impair the operation of, or have any other effect upon, such other
portions, sections; paragraphs, parts, terms, provisions, and/ or covenants of this Agreement as' may remain
otherwise intelligible; and the latter shall continue to. be given full force and effect 'and. bind ‘the: parties tojithis
Agreement; and the invalid portions, sections, paragraphs, parts, terms, provisions, and/or covenants shall be
deemed not to be a part of this Agreement. Neither this Agreement or any uncertainty or ambiguity. in|this
Agreement shall be construed or resolved against the drafter of this Agreement, whether under any rulé .of
construction orotherwise. ®n the contrary, this Agreement has been: review by all parties-and:shall be-construed;and
interpreted :according to the ordinary meaning of the: words used to fairly’ accomplish: the purposes ‘Iland
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Agreement is susceptible to twe or more constrictions; one of which would render the provision enforceable
and the other or others of which would renider the provision unenforceable; the provision shall be glven ‘the
meaning that rendérs it enforceable.
|
223 Survival of Obligaﬂons After Expiration or Termination of Agreement. Any: prowsnLn or
‘covenant of this Agreement which expressly ar by its nature imposes obligations beyond the expiration or
termination .of this Agreement shallsurvive such expiration or termination, I\‘

224 'Survival. of Modified Provisions. FRANCHISEE expressly agrées to. be bound by any promlse or
covenant imposing the maximum duty permitted by law which is subsumed within the terms. of any préwsnon
of this Agreement, :as though it were separately articulated in and made a part of this Agreement, that: “may! resuit
from striking from any of the provisions of this Agreement.any portion or portions ‘which a court;or agency having
valid jurisdiction may. hold. to' be unreasonable and unenforceable in an unappealéd final decision to whlch
FRANCHISOR is a.party, or from reducing the scope of:any promisé or-covetant to'the.extent required to co;mply with
such a court or agency order. h
225 Captions. All captions in this. Agreement are intended for the conveniénce of the parties.l‘ and

none shallbe deemed‘to affect themeaning or construction of any provision of this:Agreement. !

22.6 Responsibility: The term "FRANCHISEE" as used in this Agreement shall' refer to each p(!e’rson
executing: this Agreement .as FRANCHISEE, whether such person is one of the spouses, partners, s'ha’fehc>'idérs;
members, trustees, trustors or beneficiaries. or persons named as included. in FRANCRISEE, and shall  apply to‘each
such person as if’ he were the only named FRANCHISEE in this Agreement.

22:6.1 If FRANCHISEE is a married couple, both husband and wife executlng] this
Agreement shall be liable-for all gbligations and duties:of FRANCHISEE under this ‘Agreement as:if'such spouse were
the sole FRANCHISEE under this: Agréement.

22.6.2 If FRANCHISEE is a partnership or if moré than one pefsan executes| this
Agreement as. FRANCHISEE, each partner or person executing: this Agreément shall be liable for éll‘the
obligations and duties of FRANCHISEE.under this Agreement.. i
22.6.3 If FRANGHISEE is a trust, each trustee, frustor and beneficiary sig'ni'ngs‘thi‘s
Agreement shall be liable for all'of theiobligations'and duties of FRANCHISEE under this Agreement. |

22.6:4 If FRANCHISEE is a corporation or limited liability company, all sharehdlde||'§ .or
members executing this. Agreement shall be. liable. for all obligations and duties of FRANCHISEE, under |ithis
Agreemenit asif each such shareholder 6r member were the sole FRANCHISEE under this: Agreement |
t

22.6:5 If FRANCHISEE is in breach or default under this. Agreement, FRANGHISOR \may
proceed directly -against each such spouse, partner, signatory ‘to this' Agreemiernit, shareholder, member; trus Jtee,
trustor or beneficiary without first proceeding against FRANCHISEE and without, proceeding ‘against, or namlng in

such suit any other FRANCHISEE, partner, signatory. to this. Agreement, shareholder, member, trustee, tr,ustbr'

or beneficiary. The obligations. of FRANCHISEE: and each such spouse, partner, person executing: this Agreément,
shareholder, member, trustee, trustor and beneficiary shallbejoint and several. '

|

22:6:6 Notice to or demand upon one spouse, partner, -person signing; this Agreement,
shareholder, member,. trustee, trustor or beneficiary .shall be deemed notice 'to or' demand upon FRANCHISEE’énd
all such spouses; pafthers, persons signing this Agreement, shareholders, members, trustees, trustors I;I:nd
beneficiariés, and o hotice or demand need be made to or upon .all such FRANGHISEE! 's; spouses, partners,
persoris executing this Agreement, shareholders;members, trustees, trustors or beneficiaries:

22.6.7 The cessation :o‘f»or release from fliability of FRANCH‘ISEE_-,— or any such spodse,
partner, person exectiting this Agreement, shareholder, member, tristee, tfustor or beneficiary shall not relieve
46




an"y’ othe'r FRANCHISEE spouSe, partner, person executihg this Agreement shareholder, member, 1t I"'uetee

beén remedled or monies: owed have been pald l'

23. APPLICABLE LAW ’ l

231 Choice of law. This Agreement takes effect upon its acceptance <and executlon by
FRANCHISOR, in Cahforma, and shall be interpreted and construed under the laws of California. In the event Pf any
conflict of law, the laws of California shall prevaii; without regard to the application .of California conflict of law!rules.
If, however, any provision of ‘this Agreement. would not be enforceable under the laws of California, and lif the
Franchised Business is located outside of California and such: provision would be enforceable under the laws bf the
state. in which the. Franchised Business is Jocated, then such provision shall be intérpreted. and. construed undler the
laws of that state. Nothirig: in this Paragraph 23.1 is intended by the parties to subject this. Agreement to -any
franchise of similar law; rules, or _regulatlon of the_ State of California.'to which it would. not otherwise, be subject,‘

232 Meédiation; Venué. The parties agree that any and, all disputes that may arise out of this Agreement
whichtheyiare unable to resolve:shall'be submitted to'mediation. The.mediation shall be conducted by a:mediator algreed
'upon by the parties associated ‘with the American Arbitration Association or any successor organization (”AAA”) in
accordaice with ‘its rules governing mediation. Mediation shall be held at the: offices of the AAA 'in the city in WhICh
Franchisor maintains iits principal business at the time of mediation. The costs and expenses ‘of ‘mediation, excludmg
attorneys’ fees incurred by either party; shall be borne: by the parties equally. If the parties:are unable, to resol\}e the
dispuate. within :90 days after the mediator has been selected, then either party may bring a legal proceeding pursuant:to
this Sectian; it being agreed that statements. made. during such mediation proceeding will not be admissible fdr any
purposé in any. subsequent Iegal procéeding and that the: parties’ agreement to mediate shall not apply to dlsputes
related or based on amounts owéd to-Franchisor pursuant to this Agreement. The parties agree that any-action brought
by either party against the other in any court;, ‘whether federal or state, shall be brought within the State of
‘California in the: county-‘in which FRANCGHISOR has its principal place of business at the: time: the action ls mltlated
‘without regard to its:conflict of law rules. |

l
233 Nonexclusivity ‘of Remedy. No right or remedy conferred upon or reserved to FRANCHIS(:)lR" or
FRANCHISEE: by -this Agreement is intended. to be; nor shall be deemed, exclusive of any other right or rellnedy'
in, this Agreement or by law or equity provided or permitted.
.

23.4 Limitation of Adjudicative Proceedings. Any and all claims. and. actions arising, out of or relatlng‘
to this Agreement, the relationship of:FRANCHISEE and ERANCHISOR,. or FRANGHISEE's operation of the. Franchlsed
Busitiess, brought by any party to this Agreement against ‘the other; shall be commenced within two (2) )‘Iears
from the Gccurrence of the facts giving rise to such claim or action, or such claim or action shall be bar,red
FRANCHISOR and FRANCHISEE hereby waive to the fullest extent permitted by law .any right to or claim ofl'any
punitive' or exemplary damages against the other and agree ‘that in the event of a dispute between them each
shall be limited to'the recovery of any actual damages sustained by it. ||

|

23.5 Right. to Injunctive Relief. Nothing in this Agreement contained shall bar FRANCHISOR's right to
iseek:injunctive relief without-the posting of any'bond orsecurity to obtain the entry of temporary and permanent
injunctions and orders of specific performance enforcing the, provus:ons of this:Agreement relating to FRANCHISEE's:.
{a) use of ‘the Proprietary Marks, {b) obligations upon termination or expiration of the Agreement" (c)
assignment or proposed..assignment of the Franchised Business, this -Agreement, or any ownership mterest in
FRANGHISEE, or (d) actions covered by the provisions of ‘Section 15. FRANCHISOR also: shall be able to seek
injunctive rellef ‘to prohibit .any act or omission by FRANCHISEE or its.employees: that constitutes a violation of any
applicable law, is dishonest or misleading to FRANEHISEE's customers. or to the public, or which may impair ,the
goodwill associated ‘with the Proprietary Marks; and FRANCHISEE agrees to pay all costs.and reasonable rat'tornleys'
feesincurred:by'FRANCHISOR in.obtaining such relief. .

24, ACKNOWLEDGMENTS |

Recogiiition of Busiriess Risks. FRANCHISEE acknowledges. that it has conducted | an
independent investigation of the. proposed franchise, and recognizes that. the business venture contemplated, by
this Agreement involves business risks and that its. success will be largely dependent upon the ability: of
FRANCHISEE as an independent businéss pérson. FRANCHISOR expressly disclaims the making of, and
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FRANCGHISEE acknowledges that it has not received, any ‘warranty or ‘guarantee, express or implied, as to the
potential sales, income, profits, or success ‘of the business venture contemplated by this Agreement, or of; ldther
TEASTATION Stores. |

|

Receipt of Franchise' Offering Material. FRANCHISEE acknowledges that it has received a\ copy
‘of the complete TEA STATION Franchise Disclosure Document for TEA STATION Stores, which contains. a cclpr of
this Franchise Agreement; at least fourteen (14) business .days prior to the date on Which this Agreement was’
-executed: FRANCHISEE further acknowledges that FRANCHISEE. has received 'a icopy of the complete TEA STATION
Franchise Agreement for TEA STATION Stores, the attachments to this.Agreement, and agreements relating to this:
Agreement, if:any, at least fourteen (14) business days prior to the' date on which this:Agreement was executed
FRANCHISEE acknowledges and agrees that FRANCHISOR has made no promises, representatioris, warrantlles or
assurances-to FRANCHISEE ‘which are..inconsistent with the terms of this Agreement or FRANCHISOR' s Uniform
Franchise, Offering Circular, concerning the profitability or likelihood of success of the Franchised Busmess‘,j that
he has béen informed by FRANCHISOR that there can be no guaranty-of success in. the franchised busmess and
that FRANCHISEE'sbusiness: ablllty :and:aptitude is'primary in determining his success.

|
Review of Franchise Offéring Material. FRANCHISEE: acknowledges that it has read}, and
understood this Agreement, the attachments to this Agreement, and agreements relating to. this Agreement, if

any, and that FRANCHISOR has dccorded FRANCHISEE ample time and opportunity to consult with. advisoré and
counsel of FRANCHISEE's 6w, choosing about the potential benefits and risks of'entering -into this Agreement.

Reg’me'sentations by ‘Franchisee. FRANCHISEE acknowledges. and .agrees that: prior to the Eff zlc'tive‘
Date, no employee, agent of other person speaking on FRANCHISOR' s behalf made (i) any statement ‘or promise to
FRANCHISEE concerning projectéd revenues, profits or operating costs of a TEA STATION franchised business, (i} any
statement or promise to FRANCHISEE regarding the amount of ‘money FRANCHISEE, may earn. in -opérating . a TEA
STATION franchised business, (iii) any statement or promise t6 FRANCHISEE: concerning;the. total amount;of revenue laI TEA
STATION franchised business'will or may generate, or’(iv) any'statement or promise to FRANCHISEE regardlng the costs,
FRANCHISEE ‘will or may incur’in operating a TEA STATION franchiséd business.

Anti-Terrorism Laws: FRANCHISEE and its officers, directors, members -and shareholdérs shall comply
with and/or assist FRANCGHISOR to the fullest extent. possible in FRANCHISOR's efforts to comply with AntiTerrorism
Laws (as defined below). In connection with such compliance, FRANCHISEE: and its officers, directors, r,he’mbers[an_d
shareholders certify, represent, and warrant that none of the property or interests of FRANCHISEE or its officers,
directors, members ‘and shareholders is isubject to being "blocked" under any of the Anti-Terrorism- Laws and ;that
FRANCHISEE and its: officers, directors, members and shareholders are; not otherwise 'in violation of any. of the IAnti-
Terrorism, Laws: i

For the purposes .of 'this Section 24.5, "Anti-Terrorism: Laws" means. Execufive Order 13224 1s[sued
by the President of the United States, the Terrorism Sanctions Reguiations (Title 31, Part 595 of the W.S. Codé of
Federal Regulations), the Foreign Terrorist Organizations Sanctions Regulations (Title 31, Part 597 of'the U.S. Code of
Federal Regulafions).. the Ciiban Assets Control Regulations (Title 31, Part:5150of the U:S. Code of Federal Regulatlons),
the USA Patriot Act, and .all other present and future federal, state and local laws, ordinances, regulations, pollmes
lists and any other requirements of any Governmental Authority (including, without limitation, the: United States
Department of Treasury Office of Foreign Assets Control) addressing or in‘any 'way relating to terrorist actstand.
acts.of war. ‘

FRANCHISEE and its officers,, directors, members and shareholders certify that none o‘f its,
employees, or anyone associated with FRANCHISEE. or its officers, directors, members and shareholders)are
listed in the Annex to Executive Order 13224. FRANCHISEE ‘agrees not to hire any individual listed in‘the Annex.iThe
Annex is:available at: !

http/fwww.treasury.govioffices/enforcement/ofac/sanctions/terrorism.html ‘

-+
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|

24,53 FRANCHISEE certifies that FRANCHISEE has no' 'knowledge or information-that; if ger|1erally
known, would result in FRANCHISEE, its-officers,. directors, members and shareholders, its employees; oranyone
associated with FRANCHISEE to belisted inthe Annhex to.Execiitive.Ofder 13224. ‘

24.5.4 FRANCHISEE shall be solely responsible for ascertaining what actiofs must be ta‘,ken by
FRANCHISEE to comply with the: Anti-Terrorism Laws, and FRANCHISEE specifically. a'c’l'ihc’)wlredge"s and agre‘es that
FRANCHISEE's ‘indemnification responsibilities. set forth in this Agreement: pértain to FRANCHISEE!s: obllgatlons under
thisSection24.5. I

|
24.55 Any misrepresentation by FRANCHISEE .under this. Section 24. or any. violation of the Anti-

Terrorism Laws by FRANCHISEE |ts offlcers dlrectors members and shareholders or FRANCHISEEs employees

entered wuth FRANCHISG)R or.anAffiliate.of. FRANCHISOR in accordance W|th the terms of thls Agreement ‘!

|
24‘ 6 Attorneys Fees 1f FRANCHISOR becomes a party to -any Iegal proceedlngs concernlr!rg thls

FRANCHISEE or |ts authonzed representatlves, FRANCHISEE shall be liable to FRANCHISOR for the reasgnab|e
attorneys' fees and court costs incurred by FRANCHISOR in the legal proceedings. If either party commedces a
legal action against the other party arising out of or in connéction with this. Agreement, the prevalllngl» party
shall be:entitled to have and recovér from:the other party its.reasonable attorneys' fees.and costs.of suit. ‘“

247 Atypical Arrangements. FRANCHISEE acknowledges and agrees that FRANCHISOR may: n‘xodlfy
the offer of its franchises to othef franchisees in any manner and :at any-time;, which offers have or may have terms,
conditions, and -obligations which may differ from the terms, conditions, and obligations in this Agree‘ment
FRANCHISEE further acknowlédges and agrees that FRANCHISOR has made no warranty or representatlon‘ that
all. Franchise Agreements previously issued or issued after this Franchise, Agreement by FRANCHISOR do or will
contain terms substantially similar to those contained in this Franchise Agreement. FRANCHISOR may, ‘|n its
reasonable business judgment and its sole and absolute discretion,; due to local business condmonls or
otherwise, ‘waive or modify comparable provisiohs of other' Franchise; Agreements previously executed or

executed after the date of this Franchise Agreement with other TEA STATION Store franchisees. in :a .non- unlform
manner. [

24.8 Additional Documents. Each of the parties agrees to execute; -acknowledge and deliver tcliI the
other party, and 'to procure the: execution, acknowledgment ‘and delivery to the other party of any addltlonal

documents or instruments which either party may reasonably require to fully. eéffectuate and carry out| the

provisions.of this Agreement. |

|l
24.7. ‘Counterparts. This Agreement may be executed by the parties simultaneously in one or rlnore
counterparts, each. of ‘which shall be deemed to be.an original, but all of which together shall constitiite one and the
same instrument. Signatures transmitted electronically or by facsimile will be deemeéd original sugnatdxres,
provided that the party delivering such. electronic .or facsimile signature -shall deliver to the other an orlglnal
signature'page within twenty-four (24) hours after transmission. t



'IN'WITNESS WHEREOF, the parties have executed this. Agreement onthedatefirstshown above
TEA O'LA, INC..

FRANCHISEE:
By:: BY:
Name: Li-Yuang Huang Name:

Title: President & CEO Title: Owner
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TEA STATION
FRANCHISE AGREEMENT \

|

ATTACHMENT A ‘

THE FRANCHISED LOCATION AND ‘l
PROTECTED AREA

The following site has been»selected by FRANCHISEE and approved by FRANCHISGR as the “Franchlsed
Location" for the “Franchised Business” in accordance with Paragraph ‘1.2 of the Franchise.Agreement entered

intobetween FRANCHISOR-and FRANCHISEE dated| 1 '
The following: area has been designated by FRANCHISOR and accepted by FRANCHISEE as the|.
"Protected-Area” of the Franchised Business in-accordance:with Paiag"ra‘p_'h 1.3 of the Franchise Agreement:|i

if ]

[] A.radius of zero. (0) miles surrounding:the Franchised Location.

|
i

‘.

[ 1 “The:area outlined on the attached map and described as follows: 11
|

If the Territory is.defined by streets; highways, freeways or other roadways, or rivers, streams, .or tnbutam—ls
then the boundaiy of the Territory: shall extend to the center line of each such street, highway, freeway-or other
roadway; orriver,.stream, or tributary.. \|

\I

IN WITNESS WHEREOF, the partiesshave executed this Agreement on [ .

TEA O’LA, INC.

}

FRANCHISEE |

I

BY: BY: ‘
Name: Li-Yuang Huang Name:

Title; President & CEO Title:  Owhner



TEA'STATION I
FRANCHISE. AGREEMENT \

ATTACHMENT B , |
ENTITY INFORMATION i‘

il
If: FRANCHISEE is.-an :entity, FRANCHISEE represents and warrants that the following information |s accurate
and.complete in all material: respects asof[ ]t

. i
(1) FRANCHISEE isa (check as applicable): |
[ Jcorporation "
[ Jimited liability company |
[ 1general partnership, [
[ Jlimited pattnership
[ 1:©ther (specify): \
@)  F

accurate copies of its. charter documents mcludmg Artlcles of lncorporatlon Bylaws Operatmg Agreement
Partriership Agreement; resolutions atithorizing the execution hereof .and any amendments to-the foregoing.

-y Y - I - Y e 1 T . I' .
3) FRANCHISEE promptly shall provide such additional information as FRANCHISOR may from

. . e
time to time request concerning all persons who may have any direct or indirect financial interest in
FRANGHISEE. |‘|

(4) The name and address of each of FRANCHISEE's Owners, members, or general and

limited partner: ‘
NUMBER OF \'

SHARES OR |

PERCENTAGE \

N INTEREST b

) NAME ADDRESS (if applicable) '

i
|
1
|

(5) There is set forth below the names; and addresses and titles of FRANCHISEE"'s prrnmpal
ochers or partners who.will be devoting their full time to the operation-and management. of the Franchised Business:

NAME. ADDRESS '




(6)

FRANCHISOR?
TEA O'LA, INC.

By:
Name: Li-Yuang Huang
Title: President:& CEO

The:address where FRANCHISEE' s.Financial Records, and entity records.(e:g., Articles:of \VI
Incorporation, Bylaws, Operating Agreement, Partnership,AgreAement,-et;c.)‘are miaintained is:

[

]

FRANCHISEE:

By: l
Name;:
Title:

—————
— T —=
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!
_ TEA O’LA, INC. . !
PERSONAL GUARANTY
|

I have read the Frarichise Agreement between Tea O’La, Inc., a California corporation (“Tea |’
0’La”) and '(“Franchisee™).

I own a beneficial interest in the Franchisee, and would be considered an “Owner” within the )
definition contained ‘in'the Franchise Agreement. !
['understand that, were it 'not for-this Guaranty (“Guaranty”), Tea O’La would.not:have agreed to h
enter into the Franchise Agreement with Franchisee. !
L will comply with the provisions-contained in the Franchise Agreement concerning Franchisee’s "\'
use of Tea-O’La’s Marks and Copyrighted Works, as defined in the Franchise Agreement. | ’
understand that, except for the license granted to the Franchisee, I have no individual rights to use; |’

|

the Marks or Copyrighted Works and.I'have no.owriership interest.in the Marks: or Copyrighted
Works. J
I will comply with the provisions:contained in the Franchise Agreement concerning the use of the|
Confidential Manuals and Information. I will maintain the confidentiality of al Confidential |
Information disclosed to:me. I agree to use the Confidential Information. only for the purposes |,
authorized under the Franchise Agreement. 1 further agree.not to-disclose any of the Confidential |
Information, except to the-Franchisee’s employees on a need to know basis, 't'a the Frarichisee’s

and my legal and tax professionals to. the extent necessary for me to meet iny legal obligations, |
and as-otherwise may be required by law. 1
I will comply with the provisions contained:in the Franchise Agreement concerning the transfer

of.my ownership interest.in the Franchisee: |
While I am the Owner of the: Franchisee and, fora two-year period after I cease to bé.an Owner ‘
(or'two years after-termination or expiration of the Franchise Agreeément, whichever occurs ﬁrs'tﬂ

T will not: I
a. Divert,or attempt:to divert any present or prospective:customer of'any Tea Station ‘Store ! l

to any competitor or do anything to’harm the goodwill associated with the Marks and. th ‘
System; ||

b. Employ or'seek to'employ any person who is or has been within the previous 30 days |
employed by Tea O’La.or an, Affiliate of Tea O’La as.an employee, or mduce such |

person to leave his-or her employment; or 1

¢. Own, maintain, advise, operate, engage in, be employed by, make loans to, investin, |l
provrde any assrstance to or have any mtercst in:as owner or otherwise, or relatlonshlp or

similar goods offered by and through Tea O La or its Afﬁhate other than a Tea Statlonl"

Store operated pursuant'to a then-currently effective franchise Agreement: l
Tagree that each of the foregoing covénarits shall be.construed as independent of any other |
covenant or provision-of this Guaranty. If all or any portion of a covenant:in this Guaranty is:held
unreasonable of unenforceable by a court or agency. having valid jurisdiction.in an unappealed | ‘
final decision to-which Tea.O’La is a party, I expressly agree to be bound by a lesser.covenant |/
subsumed within the terms.of such covenant that imposes the maximum duty permitted by law!
if the resulting covenant were separately stated-in and made a part;of this Guaranty: {

’as



13. I agree that:anynotices required to be delivered:to me will be deemed delivered at.the time

9. Iwill pay allamounts due under this Guaranty within 14.days after receiving notice from Tea |

O’La that Franchisee has failed to make payment. I understand and agree that Tea O’La.need fiot
exhaustits remedies against the Franchisee before seeking recovery-from me under this Guaranty.

10. No modification, change, impairment, or suspension of 'any of Tea O’La’s rights or remedies ‘:- ‘
shall in any way affect any of my obligations under this:Guaranty. If Franchisee has pledged. “
other security-or if one or more other:persons havespersonally guaranteed petformance. of the !
Franchisee’s obligations, I agree that Tea-O’La’s release of such security will not:afféct my !
liability underthis Guaranty. "

11. T hereby waive all rights described in-California Civil Code/Section 2856(a)(1)<(2) inclusive, |
which includes, without limitation, any rights and defenses which are or may become avallablelto

the undersigned by reason of California Civil Code Sections 2787 to 2855 inclusive; and ‘

California Civil Code. Sections 2899 and 3433. |

12. I WAIVE TRIAL BY JURY IN ANY ACTION, PROCEEDING, OR COUNTERCLAIM, ‘1
WHETHER AT LAW'OR IN EQUITY, INVOLVING TEA O’LA, WHICH ARISES OUT OF|
OR IS RLEATED IN ANY WAY TO THE FRANCHISE AGREEMENT, THE

PERFORMANCE OF ANY PARTY UNDER THE FRANCHISE-AGREEMENT AND/OR THE
OFFER OR GRANT OF THE FRANCHISE. ‘ .

delivered by hand, one business day after electronically confirmed transmission by facsimile or|
other electronic system, one-business day after delivery by express mail or other recognized, '

reputable overnight courier, or three business days after placement in the United States:miail by |,

registered or certified mail, return receipt requested, postage-prepaid and addréssed to the address
idetitified on the:signature:line below. I may change this address otily by delivering to Tea O’Lal

writtén notice of such changg..

|
|
Intending to be legally bound, I have executed this Guaranty.on the date set forth below. “

|
Guarantor: [

Name: ‘1

I
Address: '

Fax:

Date:



EXHIBIT E
RIDER TO LEASE

This Lease Agreement is entered into by and between (“Leasor") and

(‘Lessee”) upon the.express understanding that Lessee is.alicerised franchisee:of TEA O'LA, INC.'and
that the premises.are to be used during the term of‘this lease solely as:a Tea Station franchised business.
Tea O'La, Inc. ( Franchisor®)iis a third party: beneficiary of this:lease:agreement:and is: entitled to enforce
.on its.own behalf the. rights given to it in this lease agreement.

1. During'the tefm of-this Lease, the Lessor shall not alter, redécorate, change or otherwise modify the
Premises, and shall not permit.any such alteration, recordation or modification to be made:without'the. ,
prior written .consent of the Franchisor, which consent may bewithheld'for any reason, or'no reascn at all,
whether reasonable or:unreasonable.

2, Lessor has reviewed Franchisor's plans and specifications for preparation of the Premises as a Tea
Station franchised business:and has no objection to such modifications and alterations. Lessee or
Franchisor maythereafter redecorate; alter or modify the Premises provided. no structural changes:are
made, and, in the case of alterations.or modification of the Premises, but not redetoration: or
rearrangement of fixtures, Lessee shall first.obtain Lessor's-written consent, which shall not be
unreasonably withheld.

3. Lessor agrees not.to enter into a.leaseragreement with another third party who intends to operate a
business that is:similar to-or in.compétition with the franchised business in the same:shopping:centeror
mall owned-and/or managed by Lessor and/or one that will be operated within a one-mile radius from the
'subject.Premises. ' '

4, Lessor shall provide writtén notice to Lessee ‘and:to Franchisor upon the occurrence of any Event of
Default.hereunder. Such notice shall be mailed to the addresses, and in such manner,'as is:set.forth in
the: “Notices" section hereof if mailed to Léssee:and to'the-following address- if sent to Franchisor:

Tea O'La, Inc.

154 W. Valley'Boulevard
San Gabriel, CA 91776
(626) 288-1663
[Fax:. ]

5. An “Event of Default”:shall include any material breach of this Lease or of the Franchise: Agreement.
Upon occurrence of any. Event.of Default, Lessor may. notify' Lessee; which shail have 30 days:in: which to
cure-any-such Event of Default. Franchisor may itself cure any default during the 30-day period, and may
occupy the:Premises and operate thefranchised business if franchisee: is\unable:to do:so without any,
further notice or approval. If Franchisor exercises its option of taking:overthe Premises, and business, it
may assign this Lease fo anotherfrarichisee upon. 30 days' notice to Lessor. In.no event:shall Franchisor
be held liable for any liability whatsoever of the franchisee.

6. Upon termination of this Lease 6r of the Franchise Agreement, the Lessee shall remove all.idéntifying
.signs and trademarks from the Premises. If Lessee fails to'do sowithin five calendar days ofits last day
‘of active business or .of the termination .of this Lease, whichever is sooner, Franchisor may remove such,
signs and marks:itself.

Lessor; Lessee:
Name: Name:
Title: ) Title:
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LIST OF STATE ADMINISTRATORS AND AGENTS FOR SERVICE OF PROCESS

STATE AGENTS FOR SERVICE OF
PROCESS
CALIFORNIA Commissioner of Business.

Oversight

State of California
Department of Business Oversight

EXHIBIT F

1515 K Street, Suite 200
Sacramento, CA 95814

HAWAII Commissioner of Securities of the
State of Hawaii
335 Merchant Street, Room 304"

Honolulu, HI 96813

ILLINOIS

llinois Attorney General

500 South Second Street

Indianapolis, IN 46204

Franchise Division

Springfield, IL. 62706
INDIANA Secretary of State.

Administrative Offices

201 State House
MARYLAND

Maryland Securities Commissioener

Securities Division
200 st. Paul Place

Baltimore, MD 21202-2020

35

Maryland Attorney General.

Baltimore, MD 21202

REGULATORY
AUTHORITIES '

Department of Business.
Oversight

320 West 4th Street, Suite 75(
Los Angeles, CA 90013-234
(213) 576-75050r (866) 275-
2677 :

S

Securities Compliance Branch'
Department of Commerce and
Consumer Affairs. "
Business Registration Division|
335 Merchant Street, Room
203

Honolulu, HI 96813

(808) 586-2722 '

Chief, Franchise Bureau
lllinois Attorney General
100 W. Randolph Street
Chicago, IL 60601
(312):814-3892

Securities Commissioner’
Securities Division

Room E-111

302 West Washington Street
Indianapolis, IN 46204 |
(317) 232-6681

Office of the Attorney General
200 St. Paul Place

(410) 576-6360




STATE

MICHIGAN

MINNESOTA

NEW YORK

NORTH
DAKOTA

RHODE ISLAND

AGENTS FOR SERVICE OF
PROCESS
Michigan Department. of
Commerce; Corporations and

Securities Bureau

525 W. Ottowa
670 Law Building
Lansing, Ml 48913

Minnesota Commissioner of
Commerce

85 7t Place East, Suite 500
St. Paul, MN 55101-2198

Secretary of State of the State of
New'York

41 State Street

Albany, NY 11231

North Dakota Securities
Commissioner

Fifth Floor .

600 East Boulevard
Bismarck, ND 58505

Director of Rhode Island
Department of Business
Regulation

Division of Securities
‘Suite 232

Providence, Rl 02903

36

Antitrust and Franchise Unit |

|
REGULATORY |
AUTHORITIES |

Franchise Administrator |
Consumer Protection Division,

Michigan Department of
Attorney General

670 Law Building
Larising, Ml 48913
(5617) 373-7117

Deputy Commissioner
Minnesota Department of
Comrerce

85 7t Place East, Suite 500
St. Paul, MN  55101-2198
(651) 296-6328

Assistant Atterney General
Bureau of Investor Protection|
and Securities
New York State Department of
Law !
120 Broadway, 23rd Floor |
New York, NY 10271
(212) 416-8211 |

Franchise Examinér 1
Office of Securities ",
Commissioner

600 East Boulevard, 5th. Floor
Bismarck, ND 58505
(701) 328-4712

|
|

Associate Director and )
Superintendent of SeCur‘itiEs‘i
Division of Securities

233 Richmond Street, Suite
232 ;”
Providence, RI 02903-4232
(401) 222-3048 '



STATE

SOUTH
DAKOTA

VIRGINIA

WASHINGTON

WISCONSIN

AGENTS FOR SERVICE OF

PROCESS:

Director of South Dakota. Division

of Securities
c/o 500 East Capitol
Pierre, SD. 57501

Clerk of the State Corporation
‘Commission

1300 E. Main Street
Richmond, VA 23219

Director of Department of Financial

Institutions

Securities Division

150 Israel Road S.W.
Tumwater, WA 98501

Wisconsin Commissioner of
Securities
P.O. Box 1768

345 W. Washington Avenue, 4%

Floor
Madison, WI 53703
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EXHIBIT H
) CALIFORNIA APPENDIX
TO TEA O'LA, INC. FRANCHISE DISCLOSURE DOCUMENT

Cover:Page:

THE CALIFORNIA FRANCHISE INVESTMENT LAW REQUIRES THAT A COPY OF ALL |
PROPOSED. AGREEMENTS RELATING TO THE SALE OF THE FRANCHISE BE i
DELIVERED TOGETHER WITH THE DISCLOSURE DOGUMENT. |

Risk: Factors: ’ !

!
OWR WEBSITE HAS NOT BEEN REVIEWED OR APPROVED BY THE CALIFORNIA \
DEPARTMENT OF CORPORATIONS. ANY COMPLAINTS CONCERNING THE CONTENT OF;
THIS WEBSITE MAY BE DIRECTED TO THE CALIFORNIA DEPARTMENT OF '
CORPORATIONS at www.corp.ca.gov and CALIFORNIA DEPARTMENT -OF BUSINESS
OVERSIGHT at www.dbo.ca.gov. |

Iltem 3. Litigation

None of the persons:identified in Item 2 of the franchise disclosure document is'subject to any |
currently effective order of any national securities association or national ‘securities exchange,,

as defied in the Securities: Exchange Act of 1934, 15 U.S.C.A. 78a et seq., suspending or ’
expelling 'such persons: from membership in such association or ex¢hange. .

Item 17. Renewal, Termination, Transfer and Dispute Resolution.

, . |
In connection with ltem 17 of the franchise disclosure document, the following paragraphs are |
included pursuant to California law: |

1. California Business and Professions Code Sections 20000 through 20043 provide rights to |
the franchisee concerning termination, ‘n'on-renewal' or transfer of a franchise. If the Franchise:
Agreement.contains a provision that is inconsistent with the law, the law will control.
2. The Franchise Agreement provides for a termination upon bankruptey. This provision may. not'l
be enforceable under federal bankruptcy law (11 U.S.C. §101, et seq.): |
i

3. The Franchise Agreement contains.a covenant not to compete which extends beyond the
termination of the franchise. This provision may-not be enforceable under California law.

4, The Franchise Agreement requires application of the laws of the state in which Franchisor

maintains its principal place. of business. This.provision may not be enforceable under California
law.

5. The Franchise Agreement contains a liquidated damage clause. Under California Civil Code
Section 1671, certain liquidated damages clauses are unenforceable.

6. Each franchisee must provide the. Franchisor a personal guaranteefor all obligations under
the Franchise Agreement.
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7. Each provision of this Appendix to the. disclosure document shall be effective only to the
-extent, with respect to such provision, that the jurisdictional requirements:of the California,
Franchise Investment Law, Cal. Corp. Code §§31000-31516, and the California Franchise
Relations Act; CA Bus. & Prof. Code §§20000-20043; are met independentlywithout reference
to this Appendix to the disclosure document.
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EXHIBIT | |
- ~ RECEIPT |
(RETURN THIS COPY TO.THE COMPANY) l

THIS DISCLOSURE DOCUMENT SUMMARIZES PROVISIONS OF THE FRANCHISE |.
AGREEMENT AND OTHER INFORMATION IN PLAIN LANGUAGE. READ THIS f
DISCLOSURE DOCUMENT AND ALL AGREEMENTS CAREFULLY. !

IF THE COMPANY OFFERS YOU A FRANCHISE/ SUBFRANCHISE, THE COMPANY MUST |
PROVIDE THIS DISCLOSURE DOCUMENT TO YOU BY THE EARLIEST OF: ‘

1. THE FIRST PERSONAL MEETING TO DISCUSS OUR FRANCHISE; OR
2. FOURTEEN CALENDAR DAYS BEFORE SIGNING.OF A BINDING AGREEMENT;
3. FOURTEEN CALENDAR DAYS BEFORE ANY PAYMENT TO THE COMPANY.

YOU MUST ALSO RECEIVE A FRANCHISE AGREEMENT CONTAINING ALL MATERIAL I’
TERMS AT LEAST FIVE BUSINESS . DAYS-BEFORE YOU SIGN ANY FRANCHISE

AGREEMENT. ‘
IF THE COMPANY DOES NOT DELIVER THIS DISCLOSURE DOCUMENT ON TIME OR IF IT
., CONTAINS A FALSE OR MISLEADING STATEMENT OR A MATERIAL OMISSION, A .
'VIOLATION OF FEDERAL AND STATE LAW MAY HAVE OCCURRED AND SHQULD BE |
REPORTED TO THE FEDERAL TRADE COMMISION, WASHINGTON D.C. 20580 AND THE
APPROPRIATE STATE REGULATORY AGENCY LISTED IN EXHIBIT F.

The Company authorizes the state agencies listed in Exhibit F to receive service of process for |
the Company. The Company's sales agent for this offering is[ ' ], located at,
(Phone No.: ). '

| have received a Uniform Franchise Disclosure Document dated with an issuance date:of
[ J. This Disclosure Document included the following Exhibits:

Exhibit A: Franchise Application |
Exhibit B: Franchise Agreement ’
Exhibit C: Financial Statements

Exhibit D: Personal Guaranty
Exhibit E: Rider to Lease |
Exhibit F: List of State Administrators and Agents-for Service of Process:
Exhibit G: Operations Manual (Table of Contents)

Exhibit H: California Appendix

Exhibit I Receipt

Dated: _ ' _ 7 4 |
Franchisee

Print Name Ii
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EXHIBIT |
RECEIPT
(YOUR COPY)

THIS DISCLOSURE DOCUMENT SUMMARIZES PROVISIONS. OF THE FRANCHISE
AGREEMENT AND OTHER INFORMATION IN PLAIN LANGUAGE. READ THIS
DISCLOSURE DOCUMENT AND ALL AGREEMENTS CAREFULLY.

IF THE COMPANY OFFERS YOU A FRANCHISE/'SUBFRANCHISE, THE COMPANY MUST |

PROVIDE THIS DISCLOSURE DOCUMENT TO YOU BY THE EARLIEST OF:

1. THE FIRST PERSONAL MEETING TO DISCUSS OUR FRANCHISE; OR
2. FOURTEEN CALENDAR DAYS BEFORE SIGNING OF A BINDING AGREEMENT;
3. FOURTEEN CALENDAR DAYS BEFORE ANY PAYMENT TO THE COMPANY.

YOU MUST ALSO RECEIVE A FRANCHISE AGREEMENT CONTAINING ALL MATERIAL
TERMS AT LEAST FIVE BUSINESS DAYS BEFORE YOU SIGN ANY FRANCHISE
AGREEMENT.

IF THE. COMPANY DOES NOT DELIVER THIS DISCLOSURE DOCUMENT 'ON TIME OR IF I'I"

CONTAINS A FALSE OR MISLEADING STATEMENT OR A MATERIAL OMISSION, A
VIOLATION OF FEDERAL AND STATE LAW MAY HAVE OCCURRED AND SHOULD BE
REPORTED TO THE FEDERAL TRADE COMMISION, WASHINGTON D.C. 20580 AND THE
APPROPRIATE STATE REGULATORY AGENCY LISTED IN EXHIBITF.

The Company authorizes the:state. agencies listed in Exhibit F to receive service: of process for
the Company: The. Company’s sales agent for this-offering is [ ], located at
(Phone No.: ). '

I have received a Uniform Franchise Disclosure Document dated with an issuance date of
[ ]: This Disclosure Document inclided the following Exhibits:

Exhibit A: Franchise Application

Exhibit B: Franchise-Agreement

Exhibit C: Financial Statements

Exhibit D: Personal Guararity.

Exhibit E: Rider to Lease

Exhibit F: List of State Administrators' and Agents for Service of Process
Exhibit G: Operations Manual (Table of Contents)

Exhibit H: California Appendix

Exhibit I Receipt

Dated:

Franchisee

Print Name
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