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This Disclosure Document describes a type of THE CHEESE STEAK SHOP restaurant. The
franchisee may operate a THE CHEESE STEAK SHOP restaurant in a wholesome family
setting. Qualified franchisees may also apply to become an Area Developer and develop a number of
THE CHEESE STEAK SHOP restaurants in an agreed upon development area and enter into an Area
Development Agreement. Occasionally, a franchisee will operate a THE CHEESE STEAK
SHOP restaurant in a non-traditional location such as an airport, hotel, convention center,
sports arena or stadium, college campus, amusement park, within the premises of another
business or in a similar venue.

The total investment necessary to begin operation of a single THE CHEESE STEAK SHOP franchise is
$262,500 - $475,000. This includes $17,500.00 that must be paid to the franchisor. The total investment
necessary for an Area Developer to operate multiple THE CHEESE STEAK SHOP restaurants under an
Area Development Agreement is $272,500 — $502,000 for the first restaurant. This includes between
$27,500 and $62,500 that must be paid to the franchisor, depending on the number of restaurants you
agree to develop.

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

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

Buying a franchise is a complex investment. The information in this disclosure document can help you
make up your mind. More information on franchising such as “A Consumer’s Guide To Buying A
Franchise,” which can help you understand how to use this disclosure document, is available from the
federal trade commission. You can contact the FTC at 1-877-FTC-HELP or by writing to the FTC at 600
Pennsylvania Avenue, NW, Washington, D.C. 20580. You can also visit the FTC’s home page at
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www.ftc.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.

Issued: June 8, 2020
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How to Use This Franchise Disclosure Document

Here are some questions that you may be asking about buying a franchise and tips on how to find more

information:

QUESTION

WHERE TO FIND INFORMATION

How much can I earn?

Item 19 may give you information about outlet sales,
costs, profits or losses. You should also try to obtain this
information from others, like current and former
franchisees. You can find their names and contact
information in Item 20 or Exhibits F-1, F-2, F-3.

How much will I need to invest?

Items 5 and 6 list fees you will be paying to the franchisor
or at the franchisor’s direction. Item 7 lists the initial
investment to open. Item 8 describes the suppliers you
must use.

Does the franchisor have the financial
ability to provide support to my
business?

Item 21 or Exhibit E includes financial statements.
Review these statements carefully.

Is the franchise system stable, growing,
or shrinking?

Item 20 summarizes the recent history of the number of
company-owned and franchised outlets.

Will my business be the only One
Cheese Steak Shop in my area?

Item 12 and the “territory” provisions in the franchise
agreement describe whether the franchisor and other
franchisees can compete with you.

Does the franchisor have a troubled
legal history?

Items 3 and 4 tell you whether the franchisor or its
management have been involved in material litigation or
bankruptcy proceedings.

What’s it like to be a One Cheese Steak
Shop franchisee?

Item 20 or Exhibits F-1, F-2, F-3 lists current and former
franchisees. You can contact them to ask about their
experiences.

What else should I know?

These questions are only a few things you should look for.
Review all 23 Items and all Exhibits in this disclosure
document to better understand this franchise opportunity.
See the table of contents.
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What You Need To Know About Franchising Generally

Continuing responsibility to pay fees. You may have to pay royalties and other fees even if you are
losing money.

Business model can change. The franchise agreement may allow the franchisor to change its manuals
and business model without your consent. These changes may require you to make additional investments
in your franchise business or may harm your franchise business.

Supplier restrictions. You may have to buy or lease items from the franchisor or a limited group of
suppliers the franchisor designates. These items may be more expensive than similar items you could buy
on your own.

Operating restrictions. The franchise agreement may prohibit you from operating a similar business
during the term of the franchise. There are usually other restrictions. Some examples may include
controlling your location, your access to customers, what you sell, how you market, and your hours of
operation.

Competition from franchisor. Even if the franchise agreement grants you a territory, the franchisor may
have the right to compete with you in your territory.

Renewal. Your franchise agreement may not permit you to renew. Even if it does, you may have to sign a
new agreement with different terms and conditions in order to continue to operate your franchise
business.

When your franchise ends. The franchise agreement may prohibit you from operating a similar business
after your franchise ends even if you still have obligations to your landlord or other creditors.

Some States Require Registration

Your state may have a franchise law, or other law, that requires franchisors to register before
offering or selling franchises in the state. Registration does not mean that the state recommends the
franchise or has verified the information in this document. To find out if your state has a registration
requirement, or to contact your state, use the agency information in Exhibit C.

Your state also may have laws that require special disclosures or amendments be made to your

franchise agreement. If so, you should check the State Specific Addenda. See the Table of Contents for
the location of the State Specific Addenda.
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Special Risks to Consider About This Franchise
Certain states require that the following risk(s) be highlighted:

1. Qut-of-State Dispute Resolution. The Franchise Agreement requires you to resolve disputes
with the franchisor by mediation, arbitration and/or litigation only in California. Out-of-state
mediation, arbitration, or litigation may force you to accept a less favorable settlement for
disputes. It may also cost more to mediate, arbitrate, or litigate with the franchisor in California
than in your own state.

2. Spousal Guarantee. Franchisees must also sign a personal guarantee, making your spouse
individually liable for your financial obligations under the agreement if you are married. The
guarantee will place your and your spouse’s marital and personal assets at risk if your franchise
fails.

3. Territory Exclusivity. The territory is not exclusive. You may face competition from other
franchisees, from franchisor owned outlets or from other channels of distribution or competitive
brands the franchisor controls.

Certain states may require other risks to be highlighted. Check the “State Specific Addenda” (if any) to
see whether your state requires other risks to be highlighted.
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ITEM 1
THE FRANCHISOR, PARENTS, PREDECESSORS, AND AFFILIATES

9% <C

To simplify the language, this disclosure document uses “we,” “us” or “the Company” to mean ONE
CHEESE STEAK FRANCHISING, LLC a California limited liability company. “You” means any
individual, group, association, limited or general partnership corporation, or any other entity that buys the
franchise. If the franchise is a corporation, partnership or other entity, “you” may also refer to its owners.

Franchisor, Parent and Affiliates

We conduct business under the name ONE CHEESE STEAK FRANCHISING, LLC. Our principal
business address is 3333 Vincent Road, Suite 205, Pleasant Hill, California 94523. We are a California

limited liability company that was incorporated on December 11", 2017 and began operating as owners of
THE CHEESE STEAK SHOP restaurant system in April of 2018.

We have one affiliate. This affiliate operates company-owned restaurants within the system. ONE THE
CHEESE STEAK SHOP, LLC (“OTCSSLLC”) is a California corporation that was incorporated on
November 6th, 2017, with a principal business address of 3333 Vincent Road, Suite 216, Pleasant Hill,
California 94523.

Our Predecessor

THE CHEESE STEAK SHOP restaurant system was originally founded by Keith and Kathy Layton in
1982 and was owned and operated by THE CHEESE STEAK SHOP, Inc. (“TCSS”) between 1982 and
2018. TCSS was a California corporation which had a principal business address of 734 Alfred Nobel
Dr., Hercules, CA 94547-1805. In April of 2018, we, OTCSSLLC, completed an asset purchase from
TCSS.

Agent for Service of Process

Our agent for service of process is Dana Huie. His principal business address is 182 Creek Drive, Aptos,
California 95003.

The Business We Offer

The Company franchises the right to operate THE CHEESE STEAK SHOP® restaurants for the retail
sale of cheese steaks and other products under the name THE CHEESE STEAK SHOP. THE CHEESE
STEAK SHOP restaurants feature various types of cheese steaks and other products such as French fries,
Italian style sandwiches and salads in a wholesome family restaurant setting. THE CHEESE STEAK
SHOP includes customer seating as an integral part of their design in addition to their pick-up style
service.

The Company also franchises the right to operate THE CHEESE STEAK SHOP restaurants that provide
only carryout service to customers.

The general market for the operation of a THE CHEESE STEAK SHOP is a very well developed market
that is not affected by seasonal sales and whose goods are intended for consumption by the general public.

THE CHEESE STEAK SHOP restaurants may operate in locations such as airports, hotels, convention
centers, sports arenas or stadiums, college campuses, amusement parks or similar locations, which the
Company determines do not meet its criteria for a traditional THE CHEESE STEAK SHOP restaurant
unit. Non-traditional locations may also be located within the premises of other businesses. A franchisee
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that operates a THE CHEESE STEAK SHOP restaurant in a non-traditional location signs an Addendum
to the Franchise Agreement for Non-Traditional Locations, which provides for different terms.

If qualified, the Company may allow you to enter into an Area Development Agreement (“ADA”) and
develop a number of THE CHEESE STEAK SHOP restaurants in a geographic area. As an Area
Developer, you will sign our then-current form of franchise agreement for each restaurant you open. Our
current franchise agreement is attached as Exhibit A, but future restaurants may require you to sign a
different agreement.

The competition is any “Quick Serve or Fast Casual” restaurant operation that provides dine-in and take-
out service.

Applicable Regulations

In addition to laws and regulations that apply to businesses generally, THE CHEESE STEAK SHOP
restaurants are subject to various federal, state and local government regulations including those
governing construction, site location and the sale of food as well as public health and safety codes and
ordinances. You will be required to obtain an alcoholic beverage license under applicable state and local
laws in order to sell beer and wine. Other applicable regulations include laws concerning smoking,
sanitation, discrimination, employment, workplace safety and sexual harassment laws as well as the
Americans with Disabilities Act, which requires readily accessible accommodations for disabled
individuals and may affect your operations. You should investigate the application of these laws further.

ITEM 2
BUSINESS EXPERIENCE

TONY BENDANA - Partner / President & COO

Tony has been the President and COO of ONE The Cheese Steak, LLC since April 2018. Prior to that,
from September 2015 to December 2017, he served as Chief Operating Officer for Mr. Pickle’s Sandwich
Shops, the franchisor of the Mr. Pickle restaurant brand, in Auburn, California. From September 2008 to
March 2015, Tony was Chief Operating Officer of Erik’s DeliCafe Franchises, Inc., the franchisor of the
Erik’s DeliCafe restaurant system in Santa Cruz, California. Currently, he is the President and COO of
The Original Mels Diners.

DANA K. HUIE — Partner / CFO and Supply Chain

Dana has been the CEO and Supply Chain executive for ONE The Cheese Steak, LLC since April 2018.
From August 2015 to the present, he has been the founder and President of ONE Foodservice Mgt and
Investment Co. In December 2014, he became a partner and owner of The Original Mel’s, Inc., the
franchisor of The Original Mels diner chain. From January 2008 to the present, he has been president of
BJ Meats, Inc. in Merced, California, which has been part of a joint venture with Richwood Meat. Co.
since March 2015. From 2009 to 2015, he was Vice President of Sales and a shareholder in a foodservice
brokerage, Elite Associates, Inc. of Brea, California.

HENDRIK KIRLEIS — Director of Operations

Hendrik has been the Director of Operations of ONE The Cheese Steak, LLC since September 2018. As
Director of Operations, he is responsible for overseeing aspects of the our Operations Team and our
Home Office Support Team. Hendrik is also the owner and founder of quick service coffee shop business
called Perks, which he has run since approximately 2012.
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ITEM 3
LITIGATION

No litigation is required to be disclosed in this Item.

ITEM 4
BANKRUPTCY

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

ITEM 5
INITIAL FEES

You are required to pay an initial Franchise Fee of $17,500 when you sign the Franchise Agreement for
your first THE CHEESE STEAK SHOP restaurant.

If you are an existing owner of a THE CHEESE STEAK SHOP restaurant, the initial Franchise Fee to
open a new restaurant is $12,500.

The Franchise Fee is non-refundable except as outlined below. The Company will refund to you 50% of
the Franchise Fee for any of the following conditions:

1. You are unable to locate an acceptable site within one (1) year after executing the Franchise
Agreement and the Company is satisfied that your search was comprehensive and ongoing and
you and the Company agree to terminate the Franchise Agreement; or

2. The Company determines that you are unable to satisfactorily complete the training outlined in
Item 11.

If you and the Company agree that you qualify to be an Area Developer, meaning you commit to develop
more than two units, you will pay an initial fee consisting of 100% of the initial Franchise Fee for the first
unit ($17,500), plus $5,000 for each additional unit which you are agreeing to establish. When you sign
the franchise agreement for each additional unit after the first unit under the Area Development
Agreement, the Company will credit the $5,000 you have paid toward the $12,500 initial Franchise Fee.

ITEM 6
OTHER FEES
Type of Fee Amount Due Date Remarks
Royalty' 5% of Gross Sales | Weekly via ACH Royalty is due on gross
revenue
Brand Marketing Fund® Up to 2% of Gross | Weekly via ACH Marketing Fund
Sales contributions are due on

gross revenue
(Currently 1%)

Local Marketing’ 0.5% of Gross Monthly You must spend this
Sales amount in your local
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Type of Fee Amount Due Date Remarks
market
Convention® Company’s Cost Upon demand You must pay this if we
have a systemwide or
regional conference or
convention
Training Certification/Re- Company’s Upon demand This fee is only assessed
Examination Fee, or Additional | Expenses if we require you to
Training’ obtain re-training or
additional training
Audit Fee® Cost of Audit plus | Upon completion of | This fee is only assessed
late charges on audit if the audit reveals your
amount due underpayment by 2% of
more
Transfer Fee’ $7,500 Upon the Company’s | This fee is only assessed
consent to transfer if you transfer your
interest in the franchised
business
Area Development Transfer $7,500 Upon demand This fee is only assessed
Fee® if you have executed an
Area Development
Agreement and request to
transfer it
Renewal Fee’ $1,000 Upon approval of This fee is assessed upon
Renewal renewal
Relocation Fee'” Not to exceed Upon approval of This fee is only assessed
$7,500 Relocation if you request to relocate
your restaurant
Default Fee'' $250 Upon demand
Late Fee'” 10% interest per Upon demand This fee is only assessed

year

if you fail to pay amounts
due to us on time

Re-inspection Fee'

Company’s Cost

Upon invoicing

This fee is assessed if we
must re-inspect your
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Type of Fee Amount Due Date Remarks

business
Indemnification" Company’s Cost Upon demand This fee is only assessed
if you owe us
indemnification
Cost of Enforcement'’ Company’s Cost Upon invoicing This fee is only assessed

if we must enforce the
franchise agreement
against you

These are the fees established as of 2019, and they are uniformly imposed on all franchisees entering the
system or renewing, except as otherwise noted. Current franchisees under existing agreements may be
permitted to pay lower fees, including a lower Brand Marketing Fund fee. All fees are non-refundable,
unless otherwise noted.

'Adjusted gross sales means all receipts from your THE CHEESE STEAK SHOP restaurant. If you offer
any services, including off-site delivery services, catering or special events, all receipts from these
services (including additional delivery charges) are included in adjusted gross sales. Adjusted gross sales
does not include the amount of coupons or similar discounts you redeem with a sale (except as may be
reimbursed by the Company), sales taxes levied upon retail sales and later actually paid to governmental
authorities, good faith customer refunds or the reasonable cost of providing meals for your
employees. The company may occasionally adopt incentive programs to encourage existing franchisees
that meet certain financial and operational criteria to open or acquire additional restaurants. These
programs may include waiving initial fees and royalty holidays.

*Current franchisees under existing agreements pay 0.5% to the Marketing Fund. New and renewing
franchisees must pay 1%, and we have the right, upon prior notice to you, to raise this to a maximum of
2% of adjusted gross sales.

*We require you to spend at least 0.5% of your adjusted gross sales on local marketing for your restaurant.
You may spend this in any manner in your local area which complies with our advertising standards. You
must provide your records of advertising expenditure to us upon demand.

*We do not currently hold an annual convention or conference, either systemwide or regionally. However,
if we elect to hold this type of meeting in the future, we have the right to charge you a reasonable amount,
not exceeding our cost to put on this event per franchisee. You will also be required to pay costs of
attendance, including travel and lodging expenses.

’If your manager does not successfully complete an initial certification examination; you must pay a fee
to reimburse the Company’s expenses in supervising a certification re-examination of the manager.
Similarly, the Company will periodically have mandated training programs which will require specific
employee’s attendance. You will be required to pay your employees’ costs of attendance, such as wages,
travel, and lodging. The training programs will be limited to no more than two per year and last no more
than three days. All supplies, personnel, and location costs for the training will be supplied by the
Company at its own expense.
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%You must pay the cost of the audit only if the audit shows an under reporting of 3% or more of adjusted
gross sales for the period audited.

"You must pay the transfer fee if you transfer your interest in your restaurant to another party. This fee is
payable upon approval of the transfer.

®This fee is only applicable to you if you sign an Area Development Agreement with us. If you enter into
an Area Development Agreement and then seek to transfer it, you will pay the transfer fee to us upon our
approval of the transfer.

Y ou must pay $5,000 if we approve your renewal of your franchise for an additional term.

Y ou must reimburse the Company for its reasonable expenses if the Company permits you to relocate
your THE CHEESE STEAK SHOP restaurant. The Company will provide you with copies of its invoices
for its expenses from any third party providers if you request them.

"We have the right to impose the Default Fee for any material deviation from our standards and
requirements as set forth in our Operations Manuals or any other training materials we have provided to
you. We will not impose this fee for an accidental first violation, but we will impose it if you have failed
to cure a problem we have identified to you within a reasonable time period; for any violation which
appears to be willful or knowing; and for any repeated violation of the same type. The Default Fee is in
addition, and not an alternative, to our right to issue a notice of default and eventually terminate your
franchise rights if you fail to cure a default.

"If either the royalty or the marketing fees are not paid within 5 days after the due date, you must also
pay the Company interest calculated from the date payment was due. This interest is also applicable to
any purchases you make from the Company or any affiliate.

BYou must pay the Company’s cost if it has to send a representative to re-inspect your THE CHEESE
STEAK SHOP restaurant to determine that the restaurant is ready to open for business if the restaurant
was not ready at the first pre-opening inspection. In addition, the Company will send a representative to
your restaurant to assist you in post-opening matters at least once every 2 weeks for the first 60 days after
opening. After that, if the Company sends a representative to the restaurant at your request, you must pay
the Company’s costs to do so. You must reimburse the Company for its expenses if it has to place a
representative in your THE CHEESE STEAK SHOP restaurant because you are not operating correctly.
If you do not obtain insurance coverage (or if you do not provide evidence to the Company that you have
done so) and the Company obtains insurance for you, you must reimburse the company.

You must pay for any expenses or losses to the Company and its representatives related in any way to
your business or the operation of your THE CHEESE STEAK SHOP restaurant. This includes any
securities offering you may make. It also applies if a Company representative has to temporarily operate
your THE CHEESE STEAK SHOP restaurant because of illness, death or otherwise. Your obligation to
indemnify the Company for your or your company’s own negligence is not limited to the amount of
benefits paid to you under your insurance coverage.

"If the Company is required to resort to collections efforts in order to recover money you owe, you must
pay the reasonable costs of collection to us.

ITEM 7
ESTIMATED INITIAL INVESTMENT

UNIT FRANCHISE PURCHASE
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Method of To Whom
Type of Expenditure Amount When Due Payment is
Payment
to be Made
Initial Franchise Fee' $17,500 $17,500 Lump sum On signing Company
Franchise
Agreement
Travel Expenses during Training” | $3,500 $3,500 Asincurred | As incurred Company
Real Estate & Improvements3 $125,000 $200,000 | Asincurred | As incurred Landlord / 3™
Party
Equipment $75,000 $175,000 | Asincurred | As incurred 3" Party
Point of Sale System’ $10,000 $10,000 Asincurred | As incurred 3" Party
Opening Inventory & Smallwares | $12,500 $12,500 Asincurred | As incurred 3" Party
Insurance® $3,000 $7,500 As incurred | As incurred i party
Uniforms'’ $1,000 $1,000 As incurred | As incurred 3" Party
Additional Operating Capital — $15,000 $30,000 Asincurred | As incurred
minimum 3 months"
TOTAL $262,500 | $457,000

Actual costs will vary for each franchisee and each location depending on a number of factors. These
costs may vary significantly if THE CHEESE STEAK SHOP restaurant is a ground-up build (see note
#5). Unless otherwise noted, payments to the Company are not refundable. The Company is not able to
represent whether or not amounts that you may pay to third parties are refundable.

'"The initial franchise fee is $17,500 for your first THE CHEESE STEAK SHOP restaurant. If you are
opening an additional unit, your initial franchise fee will be discounted to $12,500.

*The Company provides initial training at no cost, but you will have to pay for your travel and living
expenses during the course of training, as well as wages for any employees who you have attending
training.

*You will have to acquire, either by lease or purchase, a suitable site to operate your THE CHEESE
STEAK SHOP restaurant. Generally leases are for a term of 10 years, with 1 or more 5 year options to
extend. Estimates of the first month’s rent can range from $5,000 to $10,000, depending on the square
footage, whether the site is in an urban or less populated area and other factors that may cause wide
variations of cost depending on the area. You will typically also be required to pay a security deposit.
We strongly recommend that you convert an existing restaurant site as the costs will be significantly
lower than a “new” or “ground up” construction site. Our estimate is based on you converting an existing
restaurant site, and on your renting a space between 1,200 and 1,750 square feet. This estimate item
includes our estimate for leasehold improvements, permits, architects’ fees, fixtures and equipment. It is
based on the Company’s Affiliate and its franchisees’ experience with existing locations. These costs
may vary depending on the size, condition and location of the leased premises, the landlord’s contribution
to leasehold improvements, if any, supply and demand for materials and labor in your local area, local
building and fire code requirements and requirements of the lease regarding matters such as construction,
signage and inflation. Permit fees, particularly sewer and water hookup fees, vary significantly and may
increase the total cost of required improvements.
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*You will be required to buy or lease certain kitchen equipment, such as refrigerators, freezers, ovens, and
fryers, to operate your THE CHEESE STEAK SHOP restaurant. The Company will provide you with a
detailed list of recommended equipment. The cost will vary based on the size of your restaurant, the
configuration of your kitchen area, the use of new, used, or existing equipment and your anticipated
volume of sales.

>You will be required to use a Point-of-Sale computer system at your restaurant.

%You are required to carry adequate business insurance that must include property, liability, and employer
practices coverage. The Company may require minimum dollar coverage amounts. The cost of insurance
may be significantly higher than the estimate depending on factors such as your particular state’s
coverage requirements, your business experience, your financial condition, your restaurant’s location and
your prior loss history. The estimate is for only the first 120 days of operation and does not include
Worker’s Compensation insurance.

"This is an estimate of additional funds necessary to cover operating expenses during and prior to the first
3 months of operation, including cost of telephones, utility deposits, initial advertising and payroll
expenses. The Company cannot guarantee that this amount will be sufficient. This estimate is derived
from the historical experience of our current franchisees and our Affiliate that operate THE CHEESE
STEAK SHOP restaurants. Additional funds may be required if costs of operation are high or sales are
low.

AREA DEVELOPMENT PURCHASE

. Method of To Whom Payment

Type of Expenditure Amount Payment When Due is to be Made
At signing of Area
Initial Fee' $27,500 - $62,500 Lump sum Development Company
Agreement
. . . As
All items in the prior - . . Company, landlord
indicated As indicated in - ’ o

chart, except t;le $245,000 - $439,500 in prior prior chart utility company, 3
Franchise Fee chart parties

Total $272,500 — $502,000

' The initial fee listed here is calculated as described in the chart in Item 5. The range in this chart is
calculated based on a purchase on the low end of 3 units, and a purchase on the high end of 10 units.

? With the exception of the Franchise Fee of $17,500 shown in the first chart, which you will not pay
because it is included in the Initial Fee for Area Developers, you will have the same expenses in starting
your first unit as is shown in the first chart in this Item. There are no additional costs of becoming an
Area Developer, apart from the prepayment of $5,000 of each of the Initial Fees for the subsequent units
you agree to develop.

(30557.00001) #4834-3426-7061.2 8




ITEM 8
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

Required and Approved Suppliers

You must purchase the Company’s proprietary products from the Company’s designated suppliers. The
Company and its affiliates are not direct suppliers of proprietary or required products.

The Company’s proprietary products are certain products using or incorporating secret recipes or other
trade secrets or information and may include additional items in the future. The Company requires you to
do this because one of the principal purposes of the franchise it grants to you is to offer these products to
the general public. Maintaining control over the quality and uniformity of these products is central to the
value of THE CHEESE STEAK SHOP system. You may use the Company’s proprietary products only
in the operation of your THE CHEESE STEAK SHOP restaurant. You may not substitute other products
for the Company’s proprietary products. The Company purchases its proprietary products at the same
prices as franchisees.

Approval of Alternative Suppliers

All non-proprietary ingredients, beverage products, cooking materials, containers, cartons, bags, menus,
napkins, other paper and plastic products, utensils, uniforms and other supplies and materials used in your
THE CHEESE STEAK SHOP must strictly conform to the Company’s reasonable specifications and
quality standards. The Company negotiates and approves Proprietary products which include plates,
platters, bowls, take out containers, other paper or plastic products imprinted with the trademarks of the
Company, and products manufactured specific to THE CHEESE STEAK SHOP recipes which you will
be required to purchase. The Company will provide you with a list of these items before your THE
CHEESE STEAK SHOP restaurant opens for business. You may purchase any of these items from any
source provided they meet the Company’s specifications. The Company requires that you submit in
writing your proposed use of a non-authorized supplier. The Company reserves the right to charge up to
$1,500 to secure approval to purchase from alternative suppliers. It may condition approval of a
distributor on its requirements for frequency of delivery, standards of service and the ability to service
restaurants within the areas that the Company designates.

All fixtures, furniture, equipment and exterior and interior signs you use in your THE CHEESE STEAK
SHOP restaurant must also strictly comply with the Company’s standards and specifications. The
Company will provide you with specifications for these items before your THE CHEESE STEAK SHOP
restaurant opens for business. Specifications may include minimum standards for performance,
warranties, design and appearance and local zoning, sign and other restrictions. You may purchase these
items meeting the Company’s specifications from any source. If you propose to purchase or lease items
not previously approved by the Company, you must notify the Company and it may require submission of
sufficient specifications, photographs, drawings and other information and samples to determine whether
these items meet its specifications. The Company will advise you within a reasonable time, which is
typically three weeks, whether any item meets specifications. The Company reserves the right to charge
you for its reasonable expenses for testing and evaluating any proposed item. The Company may notify
you that the approval of a supplier is revoked at any time.

The Company maintains multiple company purchase agreements that allow its franchisee’s to purchase at

discounted pricing. The Company will use reasonable efforts to continue to obtain system-wide or group
pricing from certain distributors and manufacturers of equipment and supplies.
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Revenue from Franchisee Purchases

The Company does not sell inventory to franchisees. However, designated suppliers make payments to
the Company based on sales made to franchisees. The amount paid by these suppliers varies from .01%
to 2% of franchisee purchases and, for certain products sold by the case, from $0.05 to $2.00 per case. In
some instances, the Company may receive a one-time flat amount. In the 2019 fiscal year, the rebates
received totaled approximately $125,375.37.

The purchase of required products and services meeting our specifications will represent 90% - 95% of
your total purchases of goods and supplies in establishing the business, and 80% - 90% of your total
purchases during operation of the business.

Cooperatives

We may choose to join a purchasing cooperative who negotiates stronger food and services discounts and
agreements on behalf of the Company. You are not required to pay the purchasing cooperative for its
services, although you may benefit from the negotiated discounts with required suppliers.

Material Benefits

We do not provide any material benefits to you if you buy from sources we approve, although our
negotiated rates with approved suppliers typically reduce your costs of purchasing those supplies.

ITEM 9
FRANCHISEE’S OBLIGATIONS

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

N : Disclosure
Obligation Section In Agreement Document Item
a. Site selection and Sections 6(a), 7(a) and 7(b) of Franchise Items 8 and 12
acquisition/lease Agreement: Section 6(a) of Area Development
Agreement
b. Pre-opening Section 7 of Franchise Agreement Items 8 and 9
purchases/leases
c. Site development and | Sections 7(a), (b), (c), (d) and (e) of Franchise Items 7, 8 and 12
other pre-opening Agreement
requirements
d. Initial and ongoing Sections 6(b) of Franchise Agreement Item 12
training
e. Opening Sections 6(a), 6(b), and 7 of the Franchise Item 12
Agreement
f. Fees Sections 5, 9(g), and 23 of Franchise Agreement; Items 5 and 6
Sections 5 and 7(c) of the Area Development
Agreement
g. Compliance with Sections 6(c) and 7 of Franchise Agreement Items 8 and 11
standards and
policies/operating
manual
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N . Disclosure
Obligation Section In Agreement Document Item
Trademarks and Sections 7(f), (g), (r) and Section 11 of Franchise Items 13 and 14
proprietary Agreement
information
Restrictions on Section 7(f) and (g) of Franchise Agreement Items 8 and 16
products/services
offered
Warranty and Sections 7(i), (k), (m), and (n) of Franchise Item 11
customer service Agreement
requirements
Territorial Sections 2 and 3 of Area Development Agreement Item 12
development and
sales quotas
Ongoing Section 7 of Franchise Agreement Items 8 and 16
product/service
purchases
. Maintenance, Section 7 of Franchise Agreement Item 11
appearance and
remodeling
requirements
Insurance Section 7(x) of Franchise Agreement Items 7 and 8
Advertising Sections 5(c), 6(c), (h) and 7(f), (h) and (r) of Items 6 and 7
Franchise Agreement
Indemnification Sections 7(x), 9(i) and 10 of Franchise Agreement; Item 6
Sections 12(a), (b) Area Development Agreement
Owner’s Sections 7(j) and (n) of Franchise Agreement Items 11 and 15
participation/manage
ment/staffing
Records/reports Sections 5(e), 7(j), (p) and (w) of Franchise Item 6
Agreement
Inspections/audits Sections 7(u) — (w) of Franchise Agreement Items 6 and 11
Transfer Section 9 of Franchise Agreement; Section 7 of Item 17
Area Development Agreement
Renewal Section 4 of Franchise Agreement Item 17
Post-termination Section 11 of Franchise Agreement Item 17
obligations
. Non-competition Section 8 of Franchise Agreement; Section 8 of Item 17
covenants Area Development Agreement
Dispute resolution Sections 19 and 26 and Exhibit B of Franchise Items 6, 15 and 17
Agreement

ITEM 10
FINANCING

The Company does not offer direct or indirect financing. The Company does not guarantee your
note, lease or obligation.
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ITEM 11

FRANCHISOR’S ASSISTANCE, ADVERTISING, COMPUTER SYSTEMS, AND TRAINING

Except as listed below, the Company is not required to provide you with any assistance.

Pre-Opening Assistance

Before you open your THE CHEESE STEAK SHOP restaurant, the Company will:

1.

Provide you with general advice in identifying a suitable location, if you request assistance
(Franchise Agreement, Paragraph 6(a)). However, the franchisee is responsible for locating a site
and negotiating the lease. You must wait for our approval of a site before negotiating the lease.
In evaluating a proposed site, we consider such factors as general location and neighborhood, area
population, traffic patterns, parking, size, layout and other physical characteristics.

Advise on and provide a basic design for your THE CHEESE STEAK SHOP. This will include a
set of requirements for the interior design, décor, equipment, fixtures, furnishings and signage,
which you will need to customize to your leased space and ensure compliance with all applicable
building requirements (Franchise Agreement, Paragraphs 6(d) and (e)).

Make available to you a list of approved suppliers covering the build-out of your restaurant,
which will include supplies such as kitchen equipment, décor, furniture, fixtures, food and
supplies inventory, office supplies, office equipment and signage.

Provide a training program for you, your manager or key employee(s). (Franchise Agreement,
Paragraph 6(b)).

Loan you a copy of THE CHEESE STEAK SHOP Operations Manual. The Table of Contents
for the Operations Manual is included as Exhibit K for further information. The Operation
Manual will remain the property of the Company. (Franchise Agreement, Paragraph 6(c)).

Provide you with the following services, if the restaurant is your first THE CHEESE STEAK
SHOP. (Franchise Agreement, Paragraph 6(b)(ii)).

a. Review your proposed design, layout and equipment plans and either consent to them or
provide you with a summary of changes, which you must implement. It is the
franchisee’s responsibility to conform the premises to local ordinances and building
codes in addition to obtaining any required permits.

b. Advise you on initial staffing levels and training guidelines for employees.

c. Send a representative to meet with you at your restaurant site to determine whether or not
construction of the restaurant conforms with your business plan and design, layout and
equipment plans.

d. Send a representative to conduct an on-site pre-opening final review before the scheduled
opening of your restaurant to determine if all material pre-opening conditions have been
met. If you have not met those conditions, the representative will provide you with a
written report of the deficiencies and the steps to remedy them. The Company’s
representative may assist you in taking the steps necessary to remedy any deficiencies,
but if you are not able to make the changes necessary during the time the representative is
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at your restaurant, you may have to reimburse the Company for its cost in sending the
representative a second time.

e. We will send a representative to your restaurant at least once every two weeks for 60
days after opening to assist you in implementing all requirements.

It typically takes 6 to 9 months from the date you sign the franchise agreement and pay the Initial
Fee to the date you will open your THE CHEESE STEAK SHOP restaurant. The length of time
to open your restaurant will depend on how long it takes you to identify a location and sign a
lease, obtain approval for building permits and complete your build-out, obtain business permits,
hire staff and train them.

Post-Opening Assistance

During the operation of the franchise business, the Company will:

1.

Send personnel to your restaurant at or around the opening to assist and guide you for up to 7
days to help facilitate the operations of your restaurant. The assistance will target initial set up of
the restaurant, final placement of the furniture, POS training, and the general training of your
staff. The Company personnel will also help you formulate additional objectives for the 60 day
period after opening (Franchise Agreement, Subparagraph 6(b)(i1)(5));

Send a representative to your restaurant at least once every 2 weeks for 60 days after opening to
assist you in implementing the additional objectives. If you are not able to implement these
objectives during that time and you want additional assistance, you must reimburse the Company
for its cost in sending a representative to assist you (Franchise Agreement, Subparagraph

6(b)(ii)(6));

Offer periodic training when new products are introduced as part of material changes in
operational procedures or other topics. The Company may offer this information via electronic
means or a secured web portal. If the Company requires attendance at a particular program, you,
your manager, or key employee must successfully complete the course (Franchise Agreement,
Paragraph 6(b)(iii));

Periodically conduct certification examinations that measure proficiency in the same skills that
are the subjects of the Company’s initial training program. These certification examinations are
held at designated THE CHEESE STEAK SHOP restaurants reasonably accessible to you. You
must pay for transportation and lodging, if required, for you and your manager. If the manager of
your THE CHEESE STEAK SHOP restaurant does not successfully complete the initial
certification examination, you must pay a fee to reimburse the Company’s expenses in
supervising a certification re-examination of the manager (Franchise Agreement. Subparagraph

6(b)(iii)(1));

Maintain training materials for supervisory restaurant employees. These materials will include
information regarding the hiring and training of employees. The Company will instruct you and
your certified managers regarding the use of the materials (Franchise Agreement, Subparagraph

6(b)(ii1)(2));

Periodically distribute a current schedule and curriculum of management courses that the
Company will offer at designated locations. All franchisees and certified managers may attend
these courses on a first-come, first-serve basis if they have completed qualifying courses and pre-
work (Franchise Agreement, Subparagraph 6(b)(iii)(3);
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10.

1.

12.

13.

14.

15.

16

Periodically distribute current information or provide training concerning the repair and
maintenance of equipment used in THE CHEESE STEAK SHOP restaurants. Your personnel
may attend these courses on a first-come, first-serve basis if they have completed the necessary
prerequisite coursework (Franchise Agreement, Subparagraph 6(b)(iii)(4));

Periodically publish information concerning legal and regulatory requirements that may affect the
general business of THE CHEESE STEAK SHOP system (Franchise Agreement, Subparagraph

6(b)(iii(5));

Designate the continuing inventory and supplies that you must use in your restaurant. The
Company maintains comprehensive source materials for products and equipment necessary for
the operation of a THE CHEESE STEAK SHOP restaurant. The Company will also consider
new products and equipment for possible introduction in THE CHEESE STEAK SHOP
restaurants. If the Company decides to include new products or equipment in some or all THE
CHEESE STEAK SHOP restaurants, it will supply information or training to affected franchisees
(Franchise Agreement, Paragraph 6(¢));

Provide periodic advice and consultation on the operation of your THE CHEESE STEAK SHOP
restaurant, which will include topics such as new developments, techniques, and improvements in
restaurant management, food preparation and services that affect the operation of your THE
CHEESE STEAK SHOP restaurant.

Provide you with any updates the Company may make to the Operations Manuals (See Franchise
Agreement- Paragraph 6(c)). The Company may modify the Operations Manuals in order to
improve the standards of operational efficiency, service standards and product quality.
Modifications may also be required to protect or maintain the goodwill associated with our
trademarks or to remain competitive in the restaurant industry. However, no modification will
alter your fundamental status, rights and obligations under the Franchise Agreement;

Publish specifications for the furnishings, fixtures, signage, facility and equipment of THE
CHEESE STEAK SHOP restaurants (Franchise Agreement, Paragraph 6(e));

Provide mandatory guidelines to you on your menu prices for products and services in your THE
CHEESE STEAK SHOP restaurant. In order to maintain consistency throughout THE CHEESE
STEAK SHOP system, the Company has regional tiered pricing that is based on a number of
factors such as average income for a demographic area, costs of operations in a specific region
and analysis of the competitors’ pricing in a certain region. You do not have the right to adjust
prices without prior written approval.

Communicate topical information on best business practices, which may be establishing
administrative, bookkeeping, accounting, and inventory control procedures. The Company may
also provide you referrals to third party providers of these resources (Franchise Agreement,
Paragraph 6(f));

Advise you of operating problems that the Company may discover from reports submitted to the
Company or from its inspections.

. Provide you the opportunity to attend franchisee conventions and regional meetings.

Marketing/Advertising/Community Involvement

L.

The Company currently has in place a corporate marketing program. The corporate advertising
program that may include dissemination of advertising through websites and digital media, print
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media or broadcast media. This media coverage may be local, regional or multi-regional in
scope. The Company may also provide materials to you through an in-house marketing
department. The Company has no obligation to spend money in the area you are located.

The primary purpose of the corporate advertising program will be to promote THE CHEESE
STEAK SHOP system through advertising and promotional programs and materials. The
Company uses the marketing fund to cover the overhead and expenses it incurs in administrating
the marketing program, including the collection of and accounting for fees paid into the
marketing program. The Company’s charges to the marketing program will be limited to
reimbursement for the reasonable cost of purchases, activities and services that further the
purpose of the marketing program.

The Company has the right to appoint an advertising advisory committee to advise the Company
on advertising policies. The committee serves in an advisory capacity only and has no
operational decision-making power. The members of the committee are appointed by the
Company. The Company has the power to form, change, or dissolve the advertising advisory
committee.

You may develop and use your own advertising materials after they have been approved by the
Company. After you submit them to the Company for consideration, the Company has 10 days to
approve them. If the Company approves the materials or if you do not receive a response from the
Company within the 10 day period, you may begin using the material.

The Company requires you to spend a minimum of 1% and up to 2% of your sales on local
promotion/community involvement of your THE CHEESE STEAK SHOP restaurant. The
Company will review advertising avenues in your local area and it will make the decision on how
best to invest these local advertising /community involvement funds.

All Franchisees contribute to the Company’s marketing program on the same basis as required by
their franchise agreement. The Company’s outlets are required to contribute to the marketing
program at the same rate as franchisees.

The Company will account for the corporate marketing program separately from the Company’s
other funds and will prepare reports on an annual basis. These reports will include advertising
fees received, expenditures from the advertising program and collections activity. A copy of this
report will be available to you upon your request. We do not audit the marketing fund’s activity.

If all the contributions to the marketing fund are not spent in any fiscal year, the surplus will be
held for future use by the Corporate Marketing Program. No portion of the marketing fund will
be used to solicit new franchise sales.

Computer Requirements

1.

The Company requires you to use computer hardware and software that meets the Company’s
specifications. Our specifications allow the Company to access important restaurant performance
information on a timely basis. The software will provide you with detailed management
information to effectively manage your restaurant. The Company has the unlimited right to
independently access information via the computer software system.

At this time, the Company requires the franchisee to utilize the Digital Dining Enterprise and
POS Software. The Digital Dining system tracks sales and generates various management
reports. It is an “application service provider” that resides on a third-party server, rather than on
your local computer hard drive. To use the Digital Dining system, you will need a paid license,
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an internet connection, and a computer with a web browser. The Digital Dining system is not
proprietary to us, and you may purchase it from any authorized dealer. You are not required to
enter into an ongoing maintenance agreement, but you may find it beneficial to do so. The
Company may require you to have a subscription to a maintenance agreement at some time in the
future.

We have the right to independently access all information collected or compiled by you as a result
of using your computer system at any time. We do not need to notify you before accessing this
information.

You may have to upgrade or expand your Enterprise and Point of Sale system or replace it if the
Company requires you to do so. You will have to pay the fees for the installation, maintenance
and upgrade of the system.

3. We recommend that you obtain a computer with a processor speed of at least 2.0 GHz and 500
MB of RAM. This can be a laptop or desktop unit. You must have an account with an internet
service provider to allow you to access the internet.

4. We estimate the cost of the computer system to be approximately $10,000. You will also be
required to pay a monthly service fee for the POS system, which is either $99 (for one POS
terminal) or $169 (for two POS terminals). This service fee is paid to Digital Dining. You are
also required to pay $24.95/month to a vendor for PCI compliance for credit card processing.

5. We estimate the cost of maintenance, updating and upgrading of the computer system to be $ 500
per year, or $1,200 for a significant upgrade. We can require an update or upgrade at any time,
but do not anticipate requiring you to do a significant upgrade or switch to a new system more
than once every 10 years.

6. We are currently testing out a new POS system that may be implemented in the future. The initial
cost will be $1,700 and the POS system would require a $300 to $350 lease that includes
maintenance of the POS system.Area Developers do not require any separate or different
computer system components.

Operating Manuals
Copies of the tables of contents of the Company’s Operations Manuals are attached as Exhibit H to this

disclosure document (See Franchise Agreement, Paragraph 6(c)). The franchisee is allowed to view the
manual before signing the franchise agreement.

TRAINING PROGRAM
Hours of Hours of
Subject Classroom | Training On-The- Location
Training Job
Basic Training:
General tour of store, cooklng, wrapping, Bay Area,
and putting out product. Setting up 0 hours 56 hours . )
. : . California
business, (opening) and cleaning up after
the day’s business (closing)

(30557.00001) #4834-3426-7061.2 16



Operations:
Introduction to all paperwork, scheduling,

organization, ordering, writing orders, 8 hours 12 hours Bay Area,
suppliers, cleaning, sales reporting, California
inventory, cost controls and P & L’s

Opening the Store
Opening timetable, posting prep, placing

orders, use and care of equipment, clean 0 hours 32 hours Bay Area,
shift change, running the line, POS) California
Human Resources:

Injury procedures, documentation and Bay Area,

R . h h : .
discipline, staff retention, zero tolerance 8 hours 0 hours California

issues and legal postings

Closing the Store:

Clean shift change, cash controls, filtering Bay Area,
fryer, paperwork & security procedure, 0 hours 32 hours California
POS

Management Training:

Includes leadership development, finance 8 hours 8 hours Bay Area,
and accounting, marketing and staff California
development

TOTAL 24 140

The Company provides you (and/or your key employee) and your General Manager, training in the
operation of your THE CHEESE STEAK SHOP restaurant if the restaurant is your first THE CHEESE
STEAK SHOP restaurant (Franchise Agreement, Paragraph 6(b)). The training course lasts four weeks
and will take place at one or more of the Company’s Affiliates’ THE CHEESE STEAK SHOP restaurants
that has been certified by us as a training restaurant in the Bay Area in Northern California. You will
receive training from people who are familiar with and trained on the operational and food service aspects
of the System. Classroom training is conduct by a Field Representative of the company who is
knowledgeable about all operations of THE CHEESE STEAK SHOP restaurants and who has expertise in
specific aspects of restaurant operations. On the job training is conducted by a General Manager of a
THE CHEESE STEAK SHOP restaurant and is supervised by a Regional Field Representative. Training
classes are held on an as-needed basis.

If we modify aspects of the operational system for THE CHEESE STEAK SHOP restaurant, we have the
right to require you to participate in additional training.

You (and/or your key employee) and your General Manager, must complete the training to the
Company’s satisfaction before you open your restaurant. You will receive no compensation or
reimbursement for services or expenses for your participation in the training. You will be responsible for
all expenses to attend any training program such as lodging, transportation and food.

If you are an Area Developer and you are opening additional THE CHEESE STEAK SHOP locations, the
Company may waive the Training Program requirements if you are opening your additional location(s)
with personnel who were previously trained by the Company. You must request and receive the
Company’s approval before a waiver will be granted.
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Instructional materials include the Company’s Operations Manual, training modules and videos. All of
our instructors work for us and have worked or trained in or with a THE CHEESE STEAK SHOP
restaurant in the capacity for which they are providing training. We have different trainers for different
parts of our training so that your training on staffing and training servers is provided by a trainer with that
specific expertise, and our training on record-keeping is similarly taught by a trainer with that knowledge.
On the job training is conducted by a manager of a THE CHEESE STEAK SHOP restaurant and is
supervised by one of our officers. During training you will also prepare a business plan for the 12-month
period following training. You or a certified manager must operate your THE CHEESE STEAK SHOP
restaurant. The Company conducts periodic certification examinations.

ITEM 12
TERRITORY

You will not receive an exclusive territory. You may face competition from other franchisees, from
outlets that we own, or from other channels of distribution or competitive brands that we control. We
reserve the right to sell THE CHEESE STEAK SHOP merchandise and packaged food products through
other channels of distribution, including the internet, catalogs, direct marketing, and in retail stores. We
will not compensate you if we place THE CHEESE STEAK SHOP within your territory in a Non-
Traditional Location or sell THE CHEESE STEAK SHOP products through alternate channels of
distribution.

You are only granted the right to develop and operate a THE CHEESE STEAK SHOP restaurant at a
single location that must be approved by the Company. You will receive the right to operate a THE
CHEESE STEAK SHOP restaurant and the Company will not operate or franchise another THE
CHEESE STEAK SHOP restaurant within 1-mile territory around your THE CHEESE STEAK SHOP
restaurant under the Franchise Agreement except in Non-Traditional locations. The size of the territory
will be based on population density. The average territory size will be a 3 mile radius around your
restaurant, but the Company reserves the right to grant a smaller territory in very dense areas and a larger
territory in more sparsely populated areas.

With the Company’s prior written approval, you may relocate your THE CHEESE STEAK SHOP
restaurant within your territory if:

1. The new location meets the Company’s criteria and is not within another Territory for THE
CHEESE STEAK SHOP;

2. The Company determines that the relocation will not have an adverse competitive impact on THE
CHEESE STEAK SHOP system;

3. You have satisfied all of your accrued obligations to the Company under the Franchise Agreement;

4. You and the Company each sign a general release which releases the other from all claims that are
known or reasonably could have been known (the release will not include claims by third parties
that are subject to indemnification under the Franchise Agreement); and

5. You meet the Company’s then-current standards for new franchisees.

Y ou cannot relocate your THE CHEESE STEAK SHOP restaurant without the Company’s consent.

There is no minimum sales quota. You will retain the right to your area unless you and the Company
agree in writing to change it.
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If you operate a THE CHEESE STEAK SHOP restaurant and you offer off-site delivery services, you
must do so from your THE CHEESE STEAK SHOP restaurant and only within your assigned area. You
are also permitted to use third party delivery services, such as DoorDash, UberEats, or similar services.

Area Developers

The Area Development Agreement grants you the right to open a number of THE CHEESE STEAK
SHOP restaurants in a development area. The Company will not operate THE CHEESE STEAK SHOP
restaurants or grant franchisees to do so in your development area for the term of the Area Development
Agreement, except if there already is a THE CHEESE STEAK SHOP restaurant operating in the
development area before you sign the Area Development Agreement or if there are Non-Traditional
Locations within your development territory. In that case, the restaurant and its protected radius will be
excluded from your development agreement. The boundaries of the development area will be outlined on
a map attached to the Area Development Agreement.

In some areas the Company may have granted a right of first refusal or other rights to a franchisee.

The exact number of THE CHEESE STEAK SHOP restaurants which a developer must open each year is
determined when you sign the Area Development Agreement and is based upon the market potential of
the development area and other operational considerations.

You must open a certain number of THE CHEESE STEAK SHOP restaurants in your development area
according to a time schedule that will be attached to the Area Development Agreement. If you do not do
so or if you default on your obligations under the Area Development Agreement, the Company may
terminate the Area Development Agreement and retain the development fee in full and you may lose your
territorial rights. Alternately, the Company may reduce the number of THE CHEESE STEAK SHOP
restaurants that you may develop in your development area, or it may terminate or reduce your rights in
that area.

ITEM 13
TRADEMARKS

The Company grants you the right to operate under the following mark, and may in the future grant you
rights under other related marks:

Trademark Application Date
Number
THE @ 88153123 Filfg,(ggtf;er
(CHEESE 4 STEAK)
rawe  oHOP
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Trademark Application Date
Number

HiL 88153190 Filed October

@m 12,2018

EANZS

SHOF

We do not have a federal registration for our principal trademark. Therefore, our trademark does not have
many legal benefits and rights as a federally registered trademark. If our right to use the trademark is
challenged, you may have to change to an alternative trademark, which may increase your expenses.

We are in the process of modernizing our branding. We will license you to use the updated branding we
have developed. This is slightly different from the branding that our existing units are using. Although
the name is the same, the stylized logo we will license to you looks a little different from our older logo.
The mark we will license you to use is consistent with the branding on our current website.

You must use the trademarks which the Company requires to identify your restaurant and its services and
products. By trademark, the Company means trade names, trademarks, service marks and logos used to
identify your restaurant, its services and its products. You must follow the Company’s rules when you
use these trademarks. You cannot use a name or mark as part of a corporate name or with modifying
words, designs or symbols referred to in the Franchise Agreement or which belong to the Company. By
signing the Franchise Agreement, the Company consents to your company name and to your use of any
other names that are listed in an exhibit to the Franchise Agreement. You may not use the Company’s
trademarks to sell an unauthorized product or service or in a manner the Company has not authorized in
writing.

There is no currently effective material determination of any trademark administrator or court, any
pending infringement, opposition or cancellation proceeding, or any pending material federal or state
court litigation against or regarding the Company’s trademarks.

Y ou must notify the Company immediately when you learn about an infringement of or challenge to your
use of the Company’s trademarks. The Company is not obligated to defend you against a claim
concerning your use of its trademarks. If a claim of prior use is asserted by a third party, you may have to
use another name provided by the Company. The franchise agreement does not require the Company to
take affirmative action if notified of an infringing claim by a third party.

You must modify or discontinue the use of a trademark if the Company decides to do so. The Company
will not reimburse you for your costs of compliance (i.e., changing signs). You must not directly or
indirectly contest the Company’s right to its trademarks, trade secrets or to business techniques that are
part of our business.

The Company does not know of any infringing uses that could materially affect your use of the
Company’s principal trademarks.
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ITEM 14
PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION

You do not receive the right to use an item covered by a patent or copyright, but you can use the
proprietary information in the Company’s Manuals.

In addition, the Company owns common law copyright interests in various creative works and may grant
you a revocable, non-exclusive, royalty-free license to reproduce and distribute certain of these works.
The Company will grant to you the right to make adaptations or derivative works based on the licensed
works.

There are no presently effective determinations of the Register of Copyrights, Library of Congress or any
court, or any pending interference, opposition or cancellation proceedings or any pending material
litigation involving the copyrights relevant to their use.

The Company’s right to use or license these copyrighted items are not limited by any agreement or know
infringing use.

Other types of trade secrets and proprietary information which may be disclosed to you include the
methods of preparation and service of food products at THE CHEESE STEAK SHOP restaurants,
knowledge from test programs, information on new menu items, advertising, promotional programs,
sources of food products and suppliers, selection and training of managers, and other items. The recipes
for the proprietary products are also trade secrets belonging to the Company. You will be required to
maintain the confidential of these trade secrets, to limit access to this information, and to require your
employees who need to learn these trade secrets to sign confidentiality agreements.

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

The Company requires that the franchise shall at all times be under the direct, on-premises supervision of
the Franchisee (and/or key employee) or its designated manager, who is required to devote full time
energy to the management and operation of the franchise. The franchisor recommends on-premises
supervision and participation in the franchise by the franchisee.

If the franchisee is an entity, all persons with an ownership interest must sign a Confidentiality and
Noncompetition Agreement. You must use your best efforts to obtain all required signatures, including
obtaining additional signatures as the ownership structure may change. You must also make efforts to
require all management personnel of your THE CHEESE STEAK SHOP restaurant sign a Confidentiality
and Noncompetition Agreement.

The Company will determine which of the shareholders, partners, or other principals of a franchisee that
is a corporation, partnership or other entity, must sign a Guaranty.

If you sign an Area Development Agreement, you must designate an individual to serve as your
“Operator.” The Operator must:

(D Devote full time and best efforts to the development and supervision of your THE CHEESE
STEAK SHOP restaurants and agree to be individually bound by all obligations of the developer;

and

2) Be a person acceptable to you and to the Company. The Company requires that your Operator
have sufficient experience in operating a restaurant of this size and type that he or she will be able

(30557.00001) #4834-3426-7061.2 21



to effectively manage the day to day operations and demands in order to reflect well on THE
CHEESE STEAK SHOP brand and reputation, including maintaining customer satisfaction,
ensuring health and safety compliance, managing staff and accurately reporting revenue. A more
detailed list of the factors that the Company evaluates in approving an Operator is available to
you upon your request.

If at any time for any reason the Operator no longer qualifies, you must promptly designate another
Operator who does meet these qualifications.

If the developer is a corporation, all shareholders of the developer must personally guarantee, jointly and
severally, the developer’s performance unless the developer is a publicly-held corporation. Shareholders
of the developer, or of any corporation controlling the developer, must sign non-competition covenants.

ITEM 16
RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

The Company requires you to offer and sell only those products that it has approved, which includes the
menus and recipes we design.

You must offer all products and beverages that the Company designates as mandatory for all franchisees
including the Company’s proprietary products. The Company may add new products and you may be
required to make expenditures for new equipment in order to serve these products. You may not add or
delete items to be sold at your THE CHEESE STEAK SHOP restaurant without the Company’s
permission.

Unless you operate a THE CHEESE STEAK SHOP restaurant in a non-traditional location, you may
object to the introduction of a new mandatory menu item because it will cause an unreasonable burden on
the operation of your THE CHEESE STEAK SHOP restaurant or because it will adversely affect the
business of your THE CHEESE STEAK SHOP restaurant. The procedures for notifying the Company of
your objection are by first initiating negotiations with the Company to resolve the dispute. If the
negotiations are unsuccessful, then the parties may elect to pursue arbitration proceedings. If you want to
object to the introduction of a new mandatory menu item, you may do so before the item is introduced or
within 90 days after it is introduced. If you and the Company arbitrate this, you have the burden of
proving the unreasonable burden or adverse effect and of showing that your THE CHEESE STEAK
SHOP restaurant meets the operational specifications described in your Franchise Agreement. While
these dispute resolution procedures are ongoing, you are not in default of the Franchise Agreement for
failing to offer the new product. During this time, the Company can continue its advertising; promotional
programs and consumer research regarding the new mandatory menu item, and its administration of the
advertising fund will not be restricted.

Video and audio entertainment vending equipment is permitted at your THE CHEESE STEAK SHOP
restaurant only if it does not alter the restaurant’s wholesome family setting and the Company has
authorized their use. The Company may regulate the installation and use of this type of equipment, or
prohibit its use, if the Company determines that these machines are detrimental to the Company’s image.
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ITEM 17
RENEWAL, TERMINATION, TRANSFER, AND DISPUTE RESOLUTION

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

Section In Franchise

Provision Or Other Agreement Summary
a. Length of the Sections 3 and 12(c) For a new restaurant, 10 years after the
franchise term restaurant opens for business.
b. Renewal or Section 4 If you meet certain conditions, you can renew
extension of the for the lesser of 10 years or the remaining term
term of the lease or sublease (including option

periods); after that, if you meet certain
conditions, you can renew on the terms the
Company is then offering except (i) the
assignment and transfer provisions of the
franchise Agreement will not change, and (ii)
the protected territory will not change.

c. Requirements for Section 4; Section 5 of | You must: (i) give written notice of election to
franchisee to renew | Agreement renew at least 12 months before the term
or extend expires; (ii) not be in default of any material

provision of Franchise Agreement or any
amendment; (iii) when you deliver notice to the
Company, and on the effective date of the
renewal, the restaurant and its contents must be
in first-class condition and repair, the premises
must be clean, neat and sanitary, adequately
lighted and appear as a clean, wholesome and
sanitary environment, you must have made all
reasonable repairs and re-placements, and all
your employees must be clean and neat in
appearance; (iv) have paid all of your monetary
obligations; (v) pay the Company $1,000 to
offset its expenses in processing your renewal;
(vi) sign a new franchise agreement in the fo