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STATE COVER PAGE

Your state: may have a' franGhdsei daw that requires a franchisor to register 
or file with a state franchise administrator before offering or selling In 
your' state,. REGISdBAT'ION OF A FRANCHISE BY A STATE DOES: NOT' MEAN THAT THE 
STATE;rECOMMENDS the FRANGHISE.ORHAS VERIHIED'THE information INTHIS, DISCLOSURE 
DOCUMENT,

Gall the, state f ranchise administrator listed in Exhibit G- to this Disclosure 
Document for' infotmatioh, about the franchisor or' about franchising in you-r 
state.

MANY FRANCHISE AGREEMENTS; DO NOT ALLOW YOU TO RENEW, UNCONDITIONALLY AFTER THE 
INITIAL TERM. EXPIRES.. YOU ,iMAY HAVE TO SIGN A NEW AGREEMENT WITH DIFEERENT 
TERMS AND. CONDITIONS IN ORDER TO' CONTINUE TO OPERATE YOUR BUSINESS. BEFORE 
YOU BUY, CQNSI'DER WHAT RIGHTS YOU .HAVE TO: RENEW YOUR .FRANCHISE, IF ANY,. AND 
WHAT' terms you .MIGHT HAVE' TO ACCEPT' IN ORDER TO RENEW;.-

Please consider the; following RISK PACtorS.'before you buy' this franchise:,

1. THE -F.RANCHISE AGREEMENT AND AREA DEVELOPMENT AGREEMENT PERMIT YOU TO 
arbitrate .or sue only in CALIFORNIA. OUT-OF-STATE ARBITRATION OR LITIGATION 
MAY FORCE YOU TO ACCEPT A LESS FAVORABLE ■SETTLEMENT FOR DISPUTES., IT. ALSO 
MAY iCOST MORE TO ARBITRATE WITH OR SU.E, TOM N TOMS IN CALIFORNIA THAN' IN YOUR 
HOME STATE.. CERTAIN STATES HAVE LAWS THAT SUPERSEDE THIS REQUIREMENT. SEE 
THE STATE ADDENDA TO THE. FRANCHISE AGREEMENT AND DEVELOPMENT AGREEMENT, AND 
THE STATE ADDENDA t.q THE DISCLQ.SURE DOCUMENT;

2. THE FRANCHISE, AGREEM.Ent- AND AREA DEVELOPMENT AGREEMENT STATE', THAT 
CALIFORNIA LAW GOVERNS THESE AGREEMENTS;. THIS'; LAW, -MAY N.OT :PROVIDE THE SAME, 
PROTECTIONS AND BENEEITS' A.S LOCAL LAW. YOU MAY WANT' TO COMPARE THESE LAWS. 
EVEN THOUGH THE FRANCHISE AGREEMENT PROVIDES THAT CMlFQRNIA^LAW APPLIES.,. LOCAL 
LAW MAY SUPERSEDE THIS REQUIREMENT IN YOUR, STATE. SEE THE S.TATE ADDENDA, TO 
the; FRANCHISE AGREEMENT AND THE STATE ADDENDA TO THE DISCLOSURE DOCUMENT.

3 . YOU' MAY. FACE .COMPETITION FROM, OTHER FRANCHISEES,, PROM COFFEEHOUSES -THAT 
WE OWN, OR FROM OTHER CHANNELS OP DISTRIBUTION OR GOMPETITIVE BRANDS THAT WE 
CONTROL.

4 . THE .ERANCHISEE WILL BE. REQUIRED TQ-MAKE aNi ESTIMATED INITIAL INVESTMENT 
RANGING from- $,36Q,4'Q0 TO $477,300.. .THIS AMOUNT EXCEEDS THE FRANCHISOR'S 
STOCKHOLDER'S EQUITY OF ,$63:> 6'4'-9 AS OP' DECEMBER .31., 2-016,.

.5. THE FRANCHISOR HAS LIMITED FRANCHISE OPERATING HISTORY. YOU MAY WANT' 
TO CONSIDER THIS WHEN MAKING A DECISION TO PURCHASE THIS ERANGHISE,.

6. THERE MAY BE- OTHER RISKS' CONCERNING; THIS FRANCHISE.

Effective Date:
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FRANCHISE DISCLOSURE DOCUMENT

w
TOM N TOMS ERMIGHISE, LEG 

A California limited liability conpwy 
3435 Wilshire Blvd,, Suite 2090, Los Angeles, GA 90010 

Tel: (213) 908-6829 Fax: (213) 568-3584

Franchise Business: We offer franchises for the operation of a "Tom N Toms"
Coffeehou'se' ("Gof feehou'se-t) featuring premium coffee products and 
complementary food and beveragea.

Total Initd.al Investment: The total investment necessary'tp begin operation
of Cof feehouse is $360i, 4‘00 to $477,300, This' .includes $2O,> O0:O that- must 'be 
paid to the franchisor, as a franchise- fee, and the initial inventory purchase 
requirement-of about $12 ,.90'Q-$:23,0:00 paid to us or our, affiliate. In the case 
.of an area developer/ the development fee to-be paid,to the Franchisor is equal 
t.o $2i000.3 for the fi-rst Coffeehouse plus $-10;, 000’ for each addi.tional-Cof feehouse 
to be developed under, the' area development agreement. The development fee 
is- .applied pro ra-.ta to the initial franchise fees’ due for each CoffeehO.use: 
to’.be developed after the: first,. Your estimated .initial investment will, vary 
based on the number of' Co.ffeehouse. to be developed within the area specified 
in the area development agreement,, under which you wi-11 have exclusi.ve right 
to develop an agreed number of Coffeehouses within a specific time period..

This Disclosure pocument summarizes' certain provisions of your franchise 
agreement-,- development agreement and o-thef info-rmation.inplainfnglish. Read 
this -Disclosure Document and all accompanying agreements earefullyi You must 
receive this' Disclosure, Document at least 14 calendar-days-before you sign 
.a binding, agreement with, or ma-ke any payment to, the fran.ehiso-f or an affiliate 
.in connection wfth the proposed franchise sale,. Note, however, that no 
governmental agency has verified the information contained in this dociuneht.

You ,may wis.h to- .receive your' 'Disclosure Document in another' format, that is 
more convenient for you.; To discus's theavailabili t.y of.-diselosures in different 
formats, contact Gheolku Lee at- 3:435 Wilshire Blvd., Suite ,-2090,, Los. Angeles, 
GA 90,010 and (213) 90:8-682'9.

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 contracts- carefully. .Show-your contract and this. Disclosure- Document 
to an advisor, like a lawyer, or- an accountant.

Buying a franchise, is a complex investment. 
Docuitieht can help- you make up your mind.

The information in this Disclosure 
Mb-re information on franchising,

Page 3'Of 228



suGh' as "A Consumer' s Guide to Buying a FranGhise, " which can heip you understand 
how- to use this Disclosure Document,, i.s .available from the. Federal Trade, 
Commissldn,. ,You can contact the FTC. at 1-877-FTC-HBLP or by writing' to. the 
FTC at 600 Pennsylvania Avenue., NW., Washington, D,.G. 2.0580,, You can also visit 
the FTC' s home, page at www.f,tc.gov for additional information. Call your stat,e; 
agenc.y or visi.t, your public library for other Sources of informatio.n, on 
frahchising..

There, may also be laws on franchising in your State,. As-k your state, agencies 
about them!.
The issuance date of this Franchise, Disclosure Document is March 22,, ,201,8..
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ITEM 1
THE FRANCHISOR AND ANY PARENTS, PREDECESSORS AND AFFILIATES

A. Terms

To simplify the language in this Disclosure Document,
"us" means Tom N Toms Franchise,. LDC, the Franchisor. "You" means the 
person that, buys the franchise. If' a corporation, partnership of other 
entity buys’ the: franchise, "you" refers' cbllectively to all persons Who 
own an interest in the entity. "Tom N Toms Coffeehouse" means the 
C'offeehouse W.e lic.ense you to operate.. "Single unit franGhise" .means 
the tight tQ own and operate one Tom N Toms Coffeehouse.

B, Our Business

'We are: in, thei business of selling franchises for a coffeehouse 
operating' under the Tom '.N Toms name and related, marks. :A, Tbm W Toms 
Coffeehouse ■("Coffeehouse") specializes in the preparation and, sale of 
premi.um coffee drink products' a.s .well as complementary food and 
•beverages .> They are located' at Ideations approved by us, such as in 
strip shopping centers', ,shopping; malls, and free-standing units.

We offer single, unit frahehises for development and operation of 
Tom N, .Toms Coffeehouses. We also offer' area deve.l.opment franchises 
fo.r the right to, 'develop and operate, .more fUan. one Tom N Toms 
Coffeehouses. The Specific territory, the number o,f Coffeehouses' to 
be develo.ped and opened under the area ddyelppment franchise and the' 
time req.uirem.ents for developing and opening the agreed CoffeehouS.es- 
will be mutually discuss.ed, and agreed, between us; and the area, 
developer' and set forth specifically in 'the Area Development Agre.ement. 
An, area deyeldper will be required to sign our then-current form of 
franchise a.gneement .af ter the site of Coffeehouse, is selected and 
approved.

C. WjB, Our Parents gredecessors arid Affiliates

We are; a California limi.ted liability compahy formed on 
uanua'ry 3U,, 20'r2. Our prihcipal business address rs: 3^435 Wilshire 
Blvd.. , Suite 2d9’0,, Los' Angeles, GA 90;O1O. We. d.O business under our 
corporate name ‘"Tom N Toms Franchise" and oUr brand ,n‘ame;s "'Tom, N 
Tomst'' "Tom, N Toms Coffee" and "Tom N .Toms Coffeeho.use." We do not 
do business under any pth.er, name. We have no pred'e.ceSsors,, and we 
have not offered franchises for any other line of business'. We 
started offering Tom N Toms' franchises ,in HarCh 2i01,2,.,

We are, a wholly owned subsidiary of Tom N; ,Toms ,0SA, Inc.„ a 
California c.orporatipn formed on February 2-8, 200,8, and is 
headquartered at 3‘4'35. WilShire Blvd., S,uit.e 2.0'9O, Los Angeles, CA 
9;0010 ("Parent Company"),. Parent Company is a holding company, and 
owns ei.ther all or, controlling interes.ts in all of our Affiliates 
identified below which operate Tom N Toms Coffeehouses. Patent 
Company has' not Offered franchises in any line, of business and does
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not otherwise conduct any business; of the type offered to you in this 
■Di_4eiosure Document..

We: have six affiliates. Tom N Toms Solair-, LLC was incorporated 
in California as. a limi.ted liability' eompahy on, September 19,, Z'Oll 
("TNT Solalr"); TNT Solaif' S principal address is 37;85; Wilshire ,Blvd., 
f26:-, ,Lo;s Angeles-y GA 90010. .it owned, and operated one (1) Tom N Toms 
C.offeeho,us:e ,in Los Angeles,, which was opened in .November 2011 and, 
closed in October 2016. TNT .SOlair ha,s' neither offered any Tom N Toms' 
Coffeehouse franchise's nor has it offered franchises, in any other 
lines of business:..

Tom N Toms Wilshir’e On;e, LLC was incorporated, in Califo'r.nia. as a 
limited liability company oh August 2:8,, 2011 (".TNT Wilshire"') . TNT 
Wilshire',s principal address is 397 4, Wilshire Blvd., Los .Angeles;, CA, 
9,0010. It owns and opera.te.s dne (1) T'om N Toms .Coffeehouse in Los 
Angeles., which was opened in December ,2,011,. TNT Wilshire has neither 
offered any Tom N Toms' Coffeehouse franchises nor has. it offered 
franchises in any other .lines of business.,

Tom. N Toms Waa Waa Plaza,- LLG was. incorporated, in California as 
a, limited .liability company on November 2, 2011 ,("TNT WWP'^’) ., TNT 
WW;P's principal, address, is 125 Ni wes.tern Ave., #113., Los .Angeles,,, CA, 
,90004.. It owns and operates one (1) Tom N' Toms' Coffeehouse in Los 
Ahgele.s, which was opened in lune: 201,2., fNT WWP has neither offered 
■any Tom :N TOitis Coffeehouse; franchises; nor. has it offered franchis;es in 
any other lines of business.

.Tom N' Toms Little Tohyo Galleria, LLC waS' ineorpora.ted in 
California ,as a limited liability co.mpany on March 8,,, 2012 ("TNT LTG")' .• 
TNT LTG'.s principal address is 303 S. .Alameda 'St. ;#10:8, Los. Angeles,
GA 90013v It owns and operates one; (1) Tom, ;n Toms Goffeeho.use in Los 
Angeles,, which was .opened in iJune 29,12,. TNT LTG has neither offered 
any Tom ,N Toms Goffeehou'se fr.an;Chis:e,s npr has. it, offered .franchis.eS in 
any other lines of business,.

Tom N Tomsi Vantage Point,,, LLC was .Inco.rporated in Califorhia as 
a limited liability company on, August 2„ 2:013 f'TNT VP"’). T,,NT VP's 
principal address is 1229, .9*^^ Aye., San Diego,. CA 92,101. It. owns, and, 
operates one (1) Tom N Toms Go.ffeehouse in San Diego, which was' opened 
in May 20.14... TNT' VP -has neither Offered any Tom; N Toms CoffeehQ.use 
franchises nor has it o.'.f'f.ered .franchises in any other lines O'f 
business.

Tom ,N Toms Wh'it.tler,, ILC was inco.rporated in Califorhia as a 
limited liability eompahy On. April 24, 2017 ("TNT W.hittier") . TNT' 
Whit.tier's pringipal address is 14,300 Whittier Blvd., w'hi.ttie.r,, CA 
90'60'4,. It owns and operates one; (,1) Tom N Toms Coffeehouse in 
Whittier, CA,, Which was opened in October .2017.. TNT Whittief has 
neither offered any Tom N Toms Coffeehouse franchises: nor has it 
offered franchises in any other lines of business.

There, were four' affiliates of ours each, of which previously owned 
and operated a TOm ,N Toms Coffeehouse that a.fe. no longer existing as; 
follows::
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-Tom- N, Toms 6:tk, li-LG ("TNT .6'=*’",) . TNT '6'='’ was incorpp'ra'ted. in 
Cali'fdrnia as. a Limited liability oompany lO.n October 28>, ,2,0,10' and was 
canceled, on Februaiy ,8,. 201,6. TNT 6*''’ previou-sly owned and ope'rate,d, 
one (1.) T-pm. ,N Toms Coifeehpuse in Los; ftngeles,, opened .in November 201,0 
and closed in September 2015,-. TNT 6t'h did not oifer any Tom ,N, Toms 
Cb,ff.eeho.use franchises or. of:fered franchises in any otfier, lines- of 
.n.usiness.

-Tom N Toms 324 0,, LLC (:”TNT 3240."'). TNT •3,2‘40 was incorporated, in 
ealifornia as a limited liability company on .February 2^5, 2011 and- was 
Gahceled on. September 1.9., 2016. TNT 3240, previpusl.y owned! and 
operated, one. (,i) Tom N Toms Cof'f'eehouse in Lp.s Angeles.-, opened in 
April 2011 and closed in Ma-y 20,1-6-,. TNT 3240- did not offer any Tom N, 
Toms Coffeehouse franchises or offered franchise's in any Other lines, 
of ;bu'sines‘s.

-Tom N Toms Madang., LLC ("TNT Madang") . TNT Madang was 
.incorporated in California a.s; a' limited liability company on September 
-30., .2,011 and cancel.e.d. oh July 2-4, 201;5,. TNT Madang, previously owned 
and operated Pne ;,(1.) Tom N Tome Coffeehouse; in Los Angeles, which Was 
opened in- November 2.011 and Closed in May .2015. TNT Madang did hot 
offer any Tom N' Toms Coffeehouse franchises or offered franchises, in 
any other lines o;f business,,.

-Tom N TOm.s- .Golden Springs., LLC ("TNT GS")' . TNT GS was 
incorporated in California as a limifed liability company oh January 
20., 20:12-' and -canceled on September 1'9, 2ji.6. TNT GS owned and 
op.erated, one ,(,1,), Tom N, Toms Coffeehouse in Diamond Bar, which was 
opened in September 2012 -and- close.d in February 2016., TNT GS did not 
offer any Tom N Toms Co-ffCehous.e franchis.es or- offered franc.hi.ses in 
any other lines of bus,ihess!.

None of our Affiliates offer or provide-s,- dr will offer pr- 
pro.vide., any products, or services to -our franchisees.

D,. Special Industry Regulation,

You must, comply with ,law(s and reg.ulations that, apply tp 
businesses' generally, and, also specifically bo Coffeehouse;s and. 
businesses serving 'beyerage.s and fppd. Generally, applicable, laws and, 
regulations .-include tax rules,, labor- laws;, business license 
requirements, laws on ''eortstr.uction of business premises., zoning rules, 
r-equiremeh-ts for pairing and access,, the Americans with -Dis.abilities 
Act-,, export control, laws pertaining, to. technology, and .laws on storage,- 
preparation, packaging,, labeling and sale of food to- the public.

Federal and state laWs affec.ting businesses generally include 
.Smdking restrictions, public postihg of notices; re. health hazards 
(e.,g.:, tobacco smoke: or other- Garcinogens) , fire .safet.y and em'ergency 
preparedness laws,, rules On use,, storage and disposal of waste,, 
ins'eoticides and other ,hazardous m.aterials, environmental laws that 
may impact the; opera.tion of Co-ffeeho.uses (like f.aws on recycling and
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regulating the use of certain type's of contaihers and materials 
potentially harmful, to. the. ehivironment) ^ and standards regarding 
sanitation, employee health and safet,y. Some areas have dr are, 
,eonsidering proposals to regulate indoor* air* quality,.
Many places have; laws against smoking inside. C;offeehouses

,A new trend is :state, and local laws requiring pos-ting and 
disclosure Of nutritiohal ,inf,ormation at Coffeehouses. The Health 
care Reform ,Bills; that became la,w in March 2010 contain provisions; 
that require disclosure of nutrition and .calorie information in 'chains' 
of more than ,20 Coffeehouses.

You should investigate all general laws' in evaluating the 
frahchise.

E. Competition and the Market

The market for' coffeehouses, coffee shops and Cafes is extremely 
well established.. You will be in compe.tition with a variety of quick 
and casual service, coffee, shpps, full-service Coffeehouses and other 
dining establishments that serve; coffee; beverages. The coffee shop 
business is highly competitive with respect. tO' concept,, price, 
location, .quality and service,. 'The bUsihess is Often affected by 
economic, and real estate Conditions, political conditions,, consumer 
bastes, population, ehangeS, the cost, and availability of ,ptoducts and 
qualified labor and traffic patterns. Coffee shops compete in each, 
mar'ket with national and regional Coffeehouse chains, and locally-owne'd 
Cof fee'houses, some of which O.perate more; s.hops and have longer 
operating histori.es than our Coffeehous;es.. There also is active 
Competition for suitable commercial .real esiaiO' sites .and, personnel,, 
including management personnel,,,. YO,U are advised to investigate and 
research the retail C.offe,e service: market as well as' the law.s, 
reguiatiohs, and ordinances applicable, -to your franchised busines.s 
further.

F. Agent for Service of Process

O.Ur agent for service of process in this state is. listed in 
Exhibit "A."

ITEM .2
BUSINESS EXPERIENCE

.Bresident and CEQ;: Gheolku Lee

Cheolku Lee is qur President and CEO .and has been with us since; July 2015. 
EfiOf to his appointment as our President .and CEO.,, Mr. Lee served as our 
General Manager., overseeing all Of our development and OpCraibional 
activities. Before joining our company, he served as an accounting
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manager of Edwards Korea and Crown Confectionery Co.,, Ltd. in Seoul,,
Korea since August 2:00'7’,.

Do Kyun Kim had been our previous President and GE,0 in charge; of all our 
developmen,t and operations until .June 2013 at, which time he had to, return 
to Korea, to receive medical treatment. Although he. oversaw and was. in 
charge of our husiness activities while receiving; medical, treatment in 
Korea, his physical absence from our operations, was cited as an is.sue: in 
a dispute, with a former f'ranehisee as' well, as in the litigation disclosed 
in .Item 3. In, ehtefing into a settlement with, the Commissioner of 
Business Oversight in the litigation, disclosed, in Item 3,,, we voluntarily 
agreed to replace, M-r. Kim with, Mr. tee. Who will, .be charge of approval of 
all phases of the Tom N Toms franchise and, who is; based in Los Angeles:, 
California.

Operation Manager : .Tae.wOP.k:' Ahh

-Taewo.Q.k Ahn has been our Operations, .Manager since Janary 2015-. Before 
his. current position, Mr-. Ahn was a Supervisihg Manager at Tom N' Toms USA, 
Inc, in Los Ang.eles,, California from August 2013 to Deeemb,e;r 2014 .and a 
Store Manager from. August 2012. to .July 2013 at Tom, N. Toms Golden' Springs 
and. Little Tokyo, Coffeehouses., PriO-r to. August 2'0’12, Mr., Ahn attended 
and graduated .from Mt. Sah Antonio College in Walnut, California..

Operation Supervisor:. William Lee

.William Lee is our Supervising Manager in .charge, of Store operations and 
has: been with us since: March 2:01-6. Before his current. ;poSitiOh, Mr. Lee 
se-ryed. as, the Store Manager at Tiom- N Toms Wilshlre One Qoffeehouse since 
June: '201.4 . Prior to June 2'014,, Mr . Lee attended and graduated from 
Uhlve'isity of Galifornia, San Diego,..

ITEM 3 
EITIGATION

Litigation Involving Tom N Toms Franchise,. LLG

California Commissioner of Business Oveirsight V. TOm N Toms Franchise, 
LLG (OAH. Case Nos.. 201,6.061.013 and ,201:6061.015) . On May 12., 2016:,, 
California .Commissioner, of Business Oversight ;b'r,ought, administratiye 
actions against Tom N Toms. F-ranehiSe,, ,LLC and certain individuals 
associated with. Tom N Toms Frahehisei, LLC., including a citation for' 
desist and refrain order, assessment. Of adminis.tra.tive; penalties and 
claim for ancillary relief and costs for various vi.Olations. cf: 
Galifornia ft an chase, laws,, including' miking untrue sta-tement of 
material facts:-, unregistered individual acting as ,a franchise seller 
and failure to, disclos'e .material facts'. Tom' N Toms Franchise, LLG 
.d’enie.d, the- all.egations of, the violations of California franchise laws;.
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a-rguing- fehat the company did not make any untrue statements of 
material facts;,, thje particular individual identified, as a franchise 
seller Was not engaged in the aale of the ffanchise and that all 
material facts had been ptopefly disclosed, to the alleged victim in 
the casei. Tom N Toms Franchise., LtC al.sp .argued that, the; alleged 
victim was a prior francM.see who, had defaulted on his fr'anchise 
agreement ;for failure to pay royalties and brea.ching his obligations 
as. a franchisee: and had filed the franchise,, law violation against Tom 
N' Toms Franchise L'L.C to gain an advantage in his settlement 
negotiations; with Tom :N Toms. Without admitting any liability or 
wrongdo.ing,. Oh November 21, 2016, the date the administrative, hearing 
of the cases were scheduled, T-’pm ,N Toms Franchise, LLC' entered into a 
Final Consent Order' with the eommissioner o,f Business O.versight to (i;) 
pay $15), 000 as restitution to the complaining f ranchi:see., (ii.)' pay 
$7,500 as penalties to the Department of Business Oversight and 
reimburse Commissioner's attorney's :fe,es and costs in the amount of 
$14,700., {.iii.)‘ agree; ,tp des.ist and', desist arty fr-an'chise: activity until
such time as Tom N Toms Frart'chise LLO has properly .registered the-ir 
fr.anGhi,,s.e with the Department of Business Ove-rsight, and (iy,) have' the 
Tom N Toms franchise sellers cOmplei.fe eight hours of remedial 
education in' franchise law.. Tom N' Toms FrariGhise- LEG has since, fully 
complied .with .all of it;s obligations under the Final Consent Order,.

Other than the litigation; disclosed in, this. Item 3;, there is no 
litigation to .disclose, in this Item*.

ITEM 4 
BANKRUPTCY

No bankruptcies are required to be disclosed' in this Item.

ITEM 5
INITIAL FEES

A. Franchise Aqrreement

Yo.u :mu.st pay a uniform initial franchise fee; of '$,20'., ,000' ([.'"Initial 
Franchise Fee") at the time, you, sigh the Franchise Agreement {.see Exhibit 
O-i);. The Initial Franchise Fee is paid in, a lump sum when, you Sign the 
Franchise Agreement and is rtonrrefundable. The initial Franchise Fee is 
payable; by .all franchisees who buy a Tom N Toms franchise.

We use the irtitia'l franchise fee to Cover the eOstS' of evaluating 
your, proposed site-, training you and. your employees., and helping you, to 
develop and, open your Tom N Toms coffeehouse:. There is' no reduction or 
refund of arty part of the initial franchise, fee even if only one 
individual attends the- initial t.rairtihg program.
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We ,may offer to waive the franchise Eee> or reduee it under certain 
circuitvstahcgs.. We also ma-y offer, to wa'iye. or reduce the Franchise Fee, 
for the following reasons: (i) aS an inducement for e'xistingi frahehisees
to open additional ,Coffeehouses', (,ii) as an inducement for' someone to 
take 'Over an operating franchised Coffeehouse,; !(iii) as' an inducement for 
a professiohal multi-unit franchisee to open several Coffeehouses!'; of 
(iv) to allow a franchisee to have additional money to spend on store 
improvements arid 'iiiarketihg during the first 12 months of operation.. We 
will make the, deoision on the amount of any waiver or reduction oh ah 
individual basis depending On the- condition of the, preinises,- the need for 
upgrades- and, rempdeling,, the' need for special incentives, and/or other 
considerations.. In certain rare circumstances,, we may permit installment 
payments of the- Initial Franchise Fee on terms- negotiated with the: 
franchisee, -Upon request by potential f-'ranchisees, we will keep open our 
records with respeob to the reduced fees for inspection.. Except as 
pr-oyided, above',, we will not refund ahy part of the Inl-tlal Franchise Fee. 
paid under the Frandhi:se Agreement,,

B. Area Development Agreement - development Fee

we offer area development franchises to ,q.ualifie„d prospects. The 
Area Development Agreement (see Exhibit b) grants a protected area for 
-development and :operation of multiple Tom N Toms Coffeehouses. You and 
we decide the development territory and number, of 'Coffeehouses by 
negotiation be,forei you sign. The Area Development Agreement, does not let 
you sell Tpm N Toms Coffeehouse franchises to- others. For each Tom N 
Toms Coffeehouse you Wish to establish under the Area De,velopment, 
Agreement, you a-Hd we will enter into a. Separate Franchise Agreement. 
O.utsi.de -of California^ we can require you to enter into- art toea 
Development Agreement as a condition to purchasing franchises,.

When you sign the. Area Development Agreement,/ you must pay uS, a 
■deposit fee equal to the Sum of i.i) 1,00% of the initial franchise fee 
(%2Or0,00) for the first Coffeehouse to be developed, under the Area 
De.velopment Agreement:; and (11) $10,000 ,o,f the .initial franchise fee 
■payable' fo,r' each succeeding Coffeehouse to, be developed 'under the same 
Area Development. Agreement. (''Development fee") .. The pro rata portion of 
your Oe.velppment Fee -allocable to each Coffeehouse, will be. credi.ted, 
against the initial franchise fee due for, that Coffeehouse,. The: 
Development Fee is calculated in the same Way for all franchisees' 
entering into Area Development Agreements,, but the' actual dollar amount 
paid -will vary depending on the number of eoffeehoases you, agree, to 
develop.

•W,e, may offer to- waive the Development, Fee or rediic.e it under, 
certain circumstances. We .will make the, decision on .the: amount of any 
waiver or reduction of the Development Fee based on any speoial 
incentives that, we may consider appropriate for an are.a developer,- 
including, .but .not .liraited to the following reas'ons: (,i) as an inducement 
for existing franchisees to become an area developer/ (:'ii.) as an
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Inducement for a professional m'ui.td-:.unit operator' to become, an area 
developer; (iii) as an inducement for someone to ta'ke over an area for 
development,; or (iv) to. allow an area developer to, have additional money 
tO' spend on store improvements and marketing during, the. area development 
period,. We will make the decision on the amount of any waiver or' 
reduction on ah individual basis dependi-ng on the area to be .developed,, 
total nlimb.er of units to, be developed, the need for upgrades and 
remodeling, the need for special incenti-ves and/or o.the.r' considerations. 
In. certain rare circumstances, we may permit installment payments of the 
Peyel,dpment Fee on. terms negotiated with the area developer. 'Upon, 
request by potential franchisees and area developers, we will keep open 
our records with respect to the reduced fees for inspection. Except as 
provided, above,, we will not refund any part of the Development Fee .paid, 
under the Area Development Agreemenf.

C. Application grocess

You must complete a comprehensive franchise' application. We as.k- 
ydu for preliminary .financial end biographic, information, which ‘you are 
required to. furnish accurately and completely, we evaluate your' 
appiicajtiOn and decide; if more disCussiort ,w.ith you, may be produ'ctive.. We 
charge a non^-refundable fee. of $.500 to conduct a background cheek. If 
you purchase the franchise,, we credit the $,500 background check fee 
toward, the initial, franchise fee. If we ae.Cept your franchise 
appli.cation, within 3'0 days after we send you the notice, of aceeptance,, 
you must, sign the Franchis.e Agreement and pay the Ini,t?ial Franchise Fee. 
If you fail to do ,sq., we have, no obligation to sell you a Torn N. Toms 
ffanchise:, and may,, withdraw approval any time: after the 3f) days.

You. will have 12 months to locate a proposed site for your 
franchise, obtain our app-roval and sign a. lease,. i:f you don't have a 
signed lease for your store within 12, months of the date of your 
franchise agreement, we can terminate the franchise, and keep all fees, 
■paid,.. We will extend the deadline by .6 months if you apply for' an 
extension, show uS you;r involvement and effort in locating a suitable 
site, and pay ,us a $500, non-refundable extehsion fee prior to the 12 
m.onth, .anniversary of the frah.chlse agreement.. If you. don't obtain an 
extension, your ag.r.eement expires, on written notice to. you.- Any 
extension granted' to you does, not rend'e-f any of the initial fee 
refundable.,

:d. Payment Security Deposit

To secure your future, payment obligations for equipment, products 
and food in'g.fe.dient.s that you purchase fr.om us: and/or our affiliates as 
well, as .any other amounts, duei to us and/or our affiliates from yOu, you 
are required to deposit $1,0,'000 with us .on signing your .lease. We can, 
apply ail or portions of this deposi.t to pay amounts not paid as and when 
due from yo,u. We can also deduct .fees from this! deposit for any damages 
we incur from, your bfeach of any agreements, signed with us:, if we dedue.t 
any amoUnf from' your deposit. We w-ill promptly notify you in writing at

8
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which time you miiSit replenish the- deposiit back to $10,0,00'. The payment 
security deposit is refundable, without any ,in,tereSt-,, at ,fehe; terminatipn 
or expiration of your .franchise agreement.

ITEM 6 
OTHER EBES

lypedf fee;
Royalty' Eee

Marketing- Eee

Training of 
Additional 
Personnel (More 
than 4) -and Each 
Replacement 
Manager.; Refresher 
and Advanced 
Training Courses

Audi t.s

Amount
3.5% of Gross 
Sales

2% of ..Gross Sales

Presently $;50:0 per 
day; amount is 
based on current 
rate.

Actual .cost of 
audit plus 
interest at the ' 
maximum, rate 
alldwabie by law

dueOate
Pa.yable dn o,f 
before Wednesday 
■each week, based on 
Net Sales during 
the prior Monday - 
Sunday.,

We require payment 
by ele.c.tronic 
funds transfer 
("EFT.";), .

Same as' Royalty 
Fee

Before: start of 
traini-ng.

Immediately upon 
receipt of bill

Remarks ■"i

See Note 2 for the 
definition of 
Gross Sales.

This fee is due 
and payable at the 
.same time and. in 
the .same manner as 
Royalty -Fee,.

We may change at 
any time at our 
discretion the 
amount of the 
Marketing Fee on, 
3,0.' days written 
notice,..

Also see Note'.2 .

Ybu, must pay 
training fees .for 
any additional 
training requested 
by you or training 
for, Repl.acement 
Managers.

Also see Note 3..

If we audit you 
and find that ybu 
understated the: 
Grosis Sales by ,2% 
or more,, you must 
reimburse us for
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the cost of the 
nadit,

Transfer Fee (Area 
Development)

Transfer, fee for- 
transfer, of area 
development rights 
is 25:% Of the. 
Development, Fee...

Before, transfer Area Development 
Agreement defines 
the term,
'^transfer" 
requiringi payment 
of a fee,.

Transfer Fee 
(Singile, Unit,)

$1,0',.000 or 50% of 
then current
Initial FranGhise i 
Fee/ whichever is 
greater

Be.for.e transfer Franchise
Agreement defines 
what, events; are. 
"transfer" 
requiring parent 
of a fee.i '

Renewal Fee Ohe-half of the
then-current
-initial franchise
fee

Before renewal You will only need 
to pay thi.s fee if 
■you renew the 
Franchise
Agreemeht. There 
is no renewal
Under the Area,
Development
.Agreement,.

, Alternative
Supplier Testing
Fee

,Based on our 
.actual Cost

When approval of 
an alternate 
supplier is 
requested by- you.

This covers’ tde' 
GOS;ts; of testing 
■hew products or’ 
Inspecting new 
suppliers you 
propose.

Interest on 
understated Sales

2.0% per month or 
the maximum rate 
permitted by lawi, 
whichever is less

If incurred, On. 
demand

Interest on under­
reported. sales 
runs from, the date 
you should have 
made your payment 
until the date you 
pay u’s .

Interest, on
Overdue, Payments;

2:,. 0% per month or 
the: maximum rate 
permitted by law, 
whichever is less

If payments are 
more than 7 days 
overdue;, on demand

Interest on late, 
payments, runs' from 

' the date you 
should have made 
yOur payment, until 
the date it is 
received' by us.

insuranGe Cost and premiums,-, 
pins interest on 
our Outlay and a 
reasonable 
administrative fee 
that we will set

If incurred, on
demand

If you, do not 
.obtain or- maintain 
insurance coverage 
and we choose to 
do .so .on your 
behalf, you must 
reimburse Us

Indemnity Will vary under If Incurred, on You must reimburse
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Testing'

Computer, systems, 
PCS, system, 
maintenanGe and 
support

RemodeTing, 
decoration, 
stEuctum.al changes 
for renewal of 
franchise 
agreement

Security Deposit 
(Franchise 
Agreement.)

cir'eumsta'nces

Cost-s of testing 
,C$i,500 - $:2v.0:.00;)

Costs of service 
($i,.000 - $1,.300 
per year)

Costs, as incurred, 
but not to exceed 
$70., 0:0,0

$10,000^ (.deposit)

demand

If incurred, on, 
demand

Tf incurred, 
demand

on

If incurred^- on 
demand

:0n. Reguest.

us for the, costs 
■We. incur if we are 
sued gt' held 
liable for' claims 
that arise from 
your operation of 
the Franchised 
Busines:s or in 
Connection with 
any offer o'f your 
securities,. Or for 
costs- associated 
with defending 
claims that you 
used the
trademarlcs in an
unau.thorized.
mahher
This covers the 
costs of testing 
new' products or 
insp’ec.t'ing new 
suppliers you 
propose ^_________
This covers: 
compute-r system 
(including PCS' 
system) support, 
and ongoing 
development and 
software upgrades 
that outside 
vendors will 
charge
You may be 
required, as a 
condi.tion for 
rene.wing the 
franchise 
agreement, to 
undertake 
remodeling and 
decofatibn of your 
Coffeehouse-,, 
including 
structural 
changes,, to meet 
with, our standard, 
re quir ements 
existing at the 
time of renewing 
the franchise 
agreement.________ _
You are required' 
to deposi.t this 
amount with us- as
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‘Pr;OduGt and, .Supply 
Purchases

Extension Fee

Collection Costs

Cos.ts and 
.Attorneys Fees

Varies based on 
order

$500

Will vary under. 
G i EGuitis t an c e s

Will, vary under 
G i r cimist anc e s

As’ incurred-

When requesting an 
extension to 
idehtify a 
loeat'idn, s-ign 
your lease a-hd/or 
open for business

As incurred

As ihcurred

.partial seeurity 
for payrfieht of 
amounts due to us 
or our affiliates. 
i:f we apply all or, 
portions., we will 
notlG.e -you in 
writing: and you 
must then 
•r.e.plenls'h the- 
deposit back- to 
$1.0':, O'OO;.
Refundabl.e upon 
teritiina.tibn or' 
expiration of the 
franchise- 
agreement without 
interest less .any 
deductions for 
payments owed, to 
us.

y-o.u pay for 
ipr.oduGts, supplies 
and other items, 
purchased from us, 
aGcording to our 
then Gurrent- 
pricing schedules..

Payable if 
US for an 
extension'-

you ash

you pay all 
■collection costs, 
attorneys fees and 
court costs we or 
our affiliate 
incurs for 
colleGting amounts 
owed to uS o-r our 
aff.il iate

Awarded to 
prevailing .pa-r-ty

Note, 1;, -All fees- are' payable Up us and are non-re-f,undable. At this 
time.:, we- impose fees uniformly:, unless, otherwise indicated,. -However, 
we retain discre.tioh to reduce fees in individual cases in our 
discretion.
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NOTE 2:: "Gross; Sales" means' all sales you' make from 'the operation of' 
your Tom N Toms Coffeehouse:, including but not limited to, sales from 
delivery services and the retail, value of all, food and other 
merchandise of any kind, sold through coupon redemption or d,therwis.e 
given away for which reduced' or no cash is received except sales taxes. 
The Franchise Agreements requires' payment by electronic funds transfer 
("EFT")-.

Altho_ugh we are not currently coile'oting 'Marketing Fee, if we reSiume 
collection in aGcordartee with, this Item 6,. we may inerea'se t-he 
Marketing Fee; up t.d a maximum of 2% of your' Net Safes. Increases 
become effective on at least 30 days written notice.

NOTE 3: We conduct initial, training at the training center in Eos' 
■Angeles, California where our headquarters is currently lo'cated or at, 
an alternate location ,in the United States that we .specif,y from time to 
time.

NOTE 4: Wb' previously charged fees in connection, with Design and 
Conceptua'l Drawing services as well as the Construction and I,nspection 
Supervision services'. In an effort to provid’e more ,flexibil'it.y to our 
franchisees in selecting their preferred service providers, and to help 
reduce the initial financial ,burden .for our .franchisees, we have 
decided to rem’ove these fees. However, this Ghange does not impact our 
work with ohr franchisees and their nominafe.d. service providers,, 
inci.uding general, contractors and architects, to ensure tha.t the design, 
,and. Gonstruetion. process is conducted, fully in, aceordance wi.th ,our 
standards and requirements of a .Tom N' Toms Coffeehouse.,

IT^ 7
ESTIMATED TOITIAI. INVESTMENT

This chart estimates your, initial investment, for' one' Tom N .Toms 
.Coffeehouse located, in an in=-line,/in-cap location in, a shopping or 
retail center, with approximatefy 1,000 to ,2,5s00 square feet for the 
Coffeehouse:.

! of Expenditure 1
* ' ,■, ' ' -"l i'"
1 . ^ 1 ■

■ ■ V
iMaliiod of r i 

-■-iPa^ent
1 Initial Franchise
Fee (1)

$'2 0/000 Lump sum At :Sign'ing,of
Franchise Agreement,

Us

Real Estate 
Security/Otility. 
Deposits., licenses 
and Prepaid Fees 
(2) (lb)

$6,mo-
$:12,G0,0

As .arranged When Incurred La.ndl.ord,;
Go.vernment
.Agencies
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Equipment 6 
Furniture (3)

Leasehold 
In«>royements (4)

Opening Inventor^^ 
C5)

Insurance (6)

Signage, Menu Board 
(7)

Payment Security 
Deposit (8)

Graiid Opening 
Promotion (8)

Cash
Registers/Other 
Office Equipment
(9)

Additional. Funds - 
3 months (il)

TOTAL BASIC PACKAGE;

$:6,8„ 000- 
$80,000

$20’4,p,00.-. 
$2.62, ,000

$ia,.900-
$231,-000

$'5.,..50:0-
$8.,.300

$1,0,000-
$20,0,00

$ig.,ooo

$1,00,0- 
$.2,, poo
$ 8;, 00,0- 
$10,-000

$:i5,000-
$30,000,

$3600400-
$477„300
(excluding
real
estate)

,As arranged

As arranged

As- .arranged

As arranged'

As arranged

Lump Sum

As arranged

As. .arranged

As a.franged

When Incurred

When Incurred

When Incurred

When incurred.

When Incurred

Upon signing of the 
lease

When Incurred

When Incurred'

When Incurred

SuppIieEs

US and 
Suppliers

Suppliers and 
.Eranchisor

Insurance
Provider

.Suppliers,

Suppliers

Suppliers

Emplo.yees and 
Suppliers.

1. The. Initial Franchise Fee is non-refundable. All other fees are, aisdi hon-
,refundable. If you sign the. Area, Develppment Agreement, you must, pay us a, development fee 
eguai to the sum, of :(i) 100% of the Initial Franchise Fee ($'20,00,0) for' the first 
.Coffeehouse tp be, developed under the Area Development Agreement; and (ii) $.10,000 of, the 
Initial Franchise Fee payable for, each succeeding Gbffeehouse to be .developed under the 
same Area Development Agreement. This, development fee is credited toward’s the Initial 
Franchase Fee required to be .paid under each franchise agreement, and .each $10,, 00,0 you 
pay for the 'second ,and, any subsequent eoffeehouses as part of the development fee shall 
be credited' towards t'he initial franchise fe.e due for' such Coffeehouses. The; development 
fee, is. calculated in the same way for all franchisees entering into Area .Development- 
Agreements,, but the actual dollar amount, paid will vary depending on the; number of 
Coffeehouses you agree to develop.
2. A Tom N Toms Coffeehouse occupies' approximately 1,000 tq. 2,5.00 square feet of .space. 
At your reque'st, our staff Who is familiar with commercial real estate contracts .and 
terms can .assist,, at our discretion, ,in identifyihgi a suitable location and .negotiating 
lease; terms with the landlord. The terms of the lease and the amount of the. monthly 
lease, payment and security deposit, will likely depend on the geographic location and size 
and conditl.on of the premises and the demand, for, the premises b.y other, prospective
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tenants.. These recurring overhead costs cannot ,be estimabed,. You, will lease space: from 
the owner, of the mall or retail center on terras negotiated and decided by you and the
0. wner. The lower figure contemplates a security deposit equal to' one month's rent and 
the Higher figure- contemplates a security deposit equal tO- two months,;
3'., This includes all kitchen equipment/fi-xtures as, well as dinl’ngi tables and chairs., 
which may be supplied by Our authorized vendors- in Korea. At your request, we will 
pro,yide a full list of items to be supplied by our' authorized vendors ip. Korea ,ln order- 
that you- can take into account the delivery^ time and potential for, delay when planning 
your store development. Be that as it may, we will work closely with, you in scheduling 
thg. delivery of these items in, order to, minimize any delay that may be caused by any 
disruption in the delivery schedule.
-4. leasehoid improvement and construction costs vary significahtly depending o.n the 
condition, location, size and configuration; of ,the Coffeehouse premises, the layout of 
the mall or retail .center-, and other factors relating to the geographic location of the 
business, suppliers, go.vernment -regulations> labor ;costs and other considerations,. Ypu 
will contract directly w-ith the architect, construction contractor and possibly other 
construction suppliers on terms negotiated by you. In addition, to ensure that the 
design, lease improvements and construction, of y.pur Coffeehouse comply -with the 
applicable design and d'rawings and meet with our requifed; standards and specifications, 
our officer’ in charge of Coffeehous.e design and construction will .conduct an on-going 
inspection and supervision bf the entire construction process for your Coffeehouse.
5. T-hi'S includes food-and beverage products;, paper products, utensils, cleaning 
.supplies, land printing and other supplies, includi.ng without limitation uhifprms
6. You-mus.t obtain and maintain certain types arid amounts of insurarice,. (See Item, 8). 
insurance costs depend on policy limits, type pfi RPlici.es,> nature and value' of physical 
assets,- gross revenue^, the number of employees, square footage,: location, business 
contents’, and other factors bearih'g on t-is;k exposure,; The estimate: contemplates 
insurance costs for 3, months'.
1. The lower figure contemplates 'one menu board arid, one store front signage. The 
hig.her' figure, is for one menu board and two store signage,-.
8. This amount s.ecures your -futu-re payment obiigatioris for equipment, products and/or 
food ingredients that you- purchase from us or ou-r affiliates as wel'l as any other amounts 
due to ’US, and/or our affiliates.. We: will apply all or portions of this- deposit to pay 
amounts, not .paid as; and when due from you. ,We can also deduct fees from this, deposit for 
any damages we' incur from your br.each of any agreements signed with us. -If we dp deduct 
any amount from your deposit,, we will promptly notify you in writing at 'which, time you 
must replenish the deposit back’to $10, MO. The payment security deposit is refundable, 
without any, interest, at the termination' or expiration q.f your franchise agreement,.,
9i.- This money covers your Grand Opening promotion and first 3. months of marketing.
You must spend, this amount on your Coffeehouse,, including, newspaper-’, direct mail 
advertising, and promotional items- arid- food, such as menu brochures and promotional 
flyers.
10'. This includes POS system,, printer^ .DVR (includes PC') , and other office equipment,.
11, 'This' category includes an estimate, of security deposits., utility depositsi,.
telephone s.e.r-vices., food 'service licenses and other prepaid ,fees> that ybii will be 
required to pay.
12. B.eginning, with our- first 'Tom -N Toms: Coffeehouse which opened in 201.0, we have 
relied on our- e'xper-iences in develqpihg and operating the Coffeehouses- to compile these 
estimates. This item’ estimates your initial start up expenses (other than the items
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identified separately in the. table) . .These expenses, include .payroll costs but not any 
draw >or salary for' you.. These figures are. estimates, and, we cannot guarantee that you 
will not have additional expenses starting the busiriess-. Your costs, depend on how much 
you follow our, methods and .procedures; your management skill, experience.,, and business 
acumen; local economic conditiohs;, the local market for your products and, services-; the 
prevailing wage rate; competition'., and the sales level reached during the initial period. 
We do not. provide direct or .indirect financing to our franchisees.

ITEM 8
RESTRICTIONS ON SOURCES OF PRODUCTS MID SERVICES

A. Uniformity of Operations

The goal of uniformity of gperat-ions' is .part of the Tom N Toms 
System.. .To ashieve this, o'ur Gperationsi M'anuai eohtains mandatof.y 
spec-iflcations pertainihg to all aspects- of Goffeeitouse operations.

We haye specifications for all bevefag.e and complementary food 
products s.old, at tom N. Toms Coffeehouses, cooking, eqnipment:> food 
preparation ntethdds, recipes and ingredients., We state all 
specifications, -and w.e will, identify ddsighated suppliers in the' 
Operations Manual,,. We may re.vise the specifications .and designated 
suppliers through written 'bulletins, or' supplements: to the Operations 
Manual at any time.,

After you sign the Franchise Ag-reement., we will., furnish you a .list 
of designa.ted and recommended suppliers;. Except for items we identify by 
designated s.upplier,, you may purchase all g.Oods., services, equipment, 
supplies,,, fixtures., .furnishings and inventory tha-t we require you to. ;have 
to operate your Tom N Toms -Coffeehouse, from any supplier we recommend or 
from, an.y alternative supplier whom you propose and which we approve in 
writing following' the procedures we specify below.

B.
Suppliers

Obligations, to Purchase Items and Services from Designated

You must operate the Coffeehouse aceOrding bo our System Standard's:, 
which regula.-tes,. among other, things,, the types, models and brands; of 
fix-bures;, furniture,, equipment .(including a required or recommended 
comp.ut.er,., facsimile machinea-nd point of .sale inf.ormation sysitem)', 
furnishings and signs {collee.tively, ''System Assets") , Proprietary 
E-rodhcts-, Branded Products, and 'other food products, and supplies 
required for -the Coffeehouse.

In the, ca-^se. of Proprietary' Products and Branded- Products, ;supplie-rs 
will be limi.ted to .us> our' affiliates and/or other specified exclusive 
S'o.ufees' designated by us (collectively "Designated Suppliers"), and you 
must buy those products: and services .only from the Designated Suppliers;.
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We restrict your sources of Proprietary Products and Branded PiroductS’ and, 
reiated, se'rviGes in order to protect our trade se'crets; and know-ho-w,, 
a'S'snre a reliable supply of products that meet our standards,, achieve 
better berms of purdha-se and deiiwery service, control usa,ge of the Harks 
by third, .parties;, and .monitor the manufaCbure, packaging,, processing, and 
sale’ of these items. Many of the equipment, and supplies that comprise 
S.ystem .Assets,, Propfietary Products or Branded .Products’ are’ purchased 
from Designated S.uppliers .located in, Asia, including Korea, China, and. 
Taiwan, and these item's gehe’fally take. 30-40 days to be delivered. In 
'the case O'f System Assets items other than Proprie.tary Products and 
Branded Products, suppliers co.uid, at our option, ,be limited to 
Designated, Suppliers or from our list of specified exclusive suppliers, 
in which you would have, to buy such other items only from those sources-. 
W..e; have, the .absolute right to limit the= suppliers with, whom you may deal. 
,We. will identify all Designated Suppliers and respective products .and 
services., in the Operations, Manual or other written, communications.. In 
addition to the Proprietary .Products' and Branded Products,., you currently 
.must buy all of your Coffeehouse':s equipment requirements from our. 
Designated Suppliers, to maintain the quality of the goods^ products and 
services that Tom N Toms .Coffeehouses, sell, to the customers,. There are 
presently no suppliers in which an officer of our .company owns an 
interest

C, Procedure for Approving Alternate Suppliers

If we -institute any type of restrictive sourcing program (which, as^ 
noted above;, w.e will do for Proprietary Products, Branded .Products;, and 
the Coffeehouse' s equipment and may do for other i.tems.) , and you want to 
use 'eny item or service: that we have not yet, evaluated or to. :buy or lease 
.from a supplier that, we have- hot yet approved or. designated, you first 
must :send us sufficient information., specifica.tions^, and samples so tha.t 
we dan. determine whether the it.em or service- complies with System, 
Standards or th'e .supplier meets: approved' s.upplier criteria. W.e may 
charge yo.u or the supplier, a .re.asonabie. fee for the: evaluation and, will 
notify you of decision to approve or deny the proposed suppli.er within SO-, 
days' after, we receive all requested', information and complete the required 
testing. We periodically will establish procedures for four requests, and 
may limit, .the hUmber Of :approved item’s,, services.., and/or suppliO’r's as' we 
.think appropriate.

Supplier approval will .depend on, product quality, delivery' 
frequency .and reliability, service standards,, fihancial capability, 
.customer, relations,., concentration of' .purehas.es with limited suppliers’ to 
obtain better prices and serV-iee,, and/or a supplieri.s "willingness; to pay 
us and/'or our system for the- right tO’ do business; with our system,.. 
:SUpplief approval may be temporary until we. evaluate the supplier in more 
detail. We inay ihspect a proposed supplier's facilities during -and after 
the approval process to make sure’ that the supplier, meets oUf standards,. 
If it does not., wO' Kaiy .revoke, our' approval by notifying the supplier and 
you -in writihg,:. ,We. have: no obligatioh. bO approve any .request for a new
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supplier,, product or service,.

D. Payinents aind Other Consideration from a^roved or Designated 
Supplies

We and any other, affiliate have, the right to receive- payments or 
other .considerations frpm our' approve.d, s.upplier.s on account of their 
dealings with you and other franchise owne-rs and to u's.e -all amounts that- 
we and Our affiliates receive without restrictions (unless we arid our 
affiliates agree otherwise with the: supplier) for any purposes we and our 
affiliates' deem appropriate. Presently, there- are no such consi.det.atidne 
paid to US; from any Designated Suppliers of services or products,-,- and we 
have no revenues' derived, from, such payments or .from any sale or' lease of 
any products and services -directly to franchisees;.

We may also receive revenue from certain third party suppliers we 
designate or, from those We approve as optional -suppliers on account of 
the -suppliers transactions with our franchisees or. affiliates that oWh 
Tom N Toms Coffeehouses. We also may receive revenue- on account of our 
direct sales' transactions -with franchisees,.

-We; may receive, rebates from -suppliers from whom we dr you make 
purchases for pur or your operation .of Tom- N Toms Coffeehouses. We 
retain these-ibenefits.. Likewise, if you receive a. reba.te dl.rectly -from 
a designated, recommended ot approved -supplier, you may retain it.

In the future/, we may receive a promotional allowance,, rebat.e,- 
incentive: payment or .material non-cash benefits from approved or. 
Designated Suppliers on a.ccount of tran-sactidhs: with Tom W' Tom,s- 
franchisees. If a .supplier, pays- consideration on condition tha.t we 
apply it for a. specific purpose-, like adve-r.tisihg,, then the sums' w.e 
receive will go into the Marketing Fund, (.see Item 11)-. Rebates and, 
other cash consideration that are .earmarked for advertising purposes or 
as a promotional, allowance; that, s-uppliers pay tis or our, affiliates fbr 
our Operation .of Tom N, Toms- Coffeehouses will also go into, the Marketing 
Fund.- If funds -a supplier pays us or our -affiliates are not earmarked 
for advertising i-purposea, then we may use the funds for anyipurpose-

Our parent,, Tom N Toms .USA, Inc., is an -approved supplier of 
eertain of our proprietary and traciemarked ,res-taurant -supplies, sold to: 
franchisees. In the year ending December 3.1,. 20.13, our parent's 
reyenues'. from the sale of such supplies, to franchisees Was $78',, ,67,5-.,35', 
which makes 'Up 15.,55%, of its total revenue of $'5;05,833.,85, for' 2f,17. You 
can expect items purchased or leased in -accordance wi-th. our 
specifications will represent approximately '60%- to 70;% of total 
purehas.es you, will make to begin operations of the business and 
approximatel.y 40%, to 5,0% of the: ongoing cOsts to. operate the business.
W.e currently negotiate .purchase arrangements with suppliers (including 
‘price terms'.) for Trade Secret Food Products,, Branded Products, the Tom N 
Toms Coffeehouse's equipment, building- supplies-, and signage. However,
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we, do .ripit provide' material benefits tQ .you for Using designated or 
approved sources or suppliers^. There is no supplier in whieh an officer 
Of the franchisor owns an interest,.

E. Insurance

'.Befdre. opehing your Tom liJ Toms Coffeehouse yon must purchase and, 
throughout the, term maintain ihsuranCe policies; meeting pur 
specifications which w,e provide to you after you sign the, Franchise 
.Agreement,., At this time>, 'we require- at a minimum (i) comprehensive 
general liablli,t,y insurance with a limit -of Two Million Dollars 
($'2, 600', OOOi) combined single limit (dneluding broad form contractual 
liab.ili.ty) ; (,11) workers compensation insurance -as required' by ,law;
(iii) general casualty ihsurance. for the full re.plaeement value of the 

Tom, N Toms Coffeehouse and its epnt'ents>- (iv): Builder's- .All Risk 
insurance during construction and renovation work; and (v) any 
additional insurance .required by law. We may- modify .Our min-imum 
ihsurance requirements, establish and. change, deductible limits;, and 
.require you- to Carry additional forms of insurance oh reasonable written 
no-tice-.. Premiums depend on, the insurance carrier's- charges, terms pf 
payment, and your history. All insurance policies must name Us, as 
addi-tionai insured party.

F. Additional Disclosures re: Purchasing Arrangements.

No' other purchasing- arr-ahgemehts exist at this time.. ,We- will, 
notify you of Changes we; make to our purchasing, programs and any new 
pUfChasing arrangements that we- offer, franchisees by written bulletins 
or supplements to the Operations Manual.

G. Stopping Sales and/or Deliveries..

We Can s,top selling and or delivering any .or all goods and/o-r 
S.ervices to, you. if any payment is past due, more- than 11 days- This may 
impact, your operation beeause our decision to stop 'selling and/or 
delivering' goods does not excuse you. from the obligation to, comply with 
the Franchise Agreement and all aspects of our 'system,.and does hot 
modify our other remedies for, your breach and/or failure to- comply.

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 OTTOR ITEMS OF THIS 
DISCLOSURE DOCUMENT.
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Obligation Article/Section in Agreements

Item(s) in 
Disclpsure 

Document,
a. Site selection and 

acquisition/lease
Franchise .AgreementII and VII 
Area Pe'vel.qpment Agreement: III

6, 7, 11

b,. Ere-opening
pUr.chasjes/ leases

Eranchise. Agreemeht: II, VII,, 
VIII' and IX

7, 8',, 11

e., Site development 
and other pre- 
opening 
requirements

Franchise Agreement:, II, Vll, 
VIII and IX

7, 8, 11

d. Initial and pngoihg, 
training

Franchise Agreement;: 'll,, IV, VI 
and XX

7, 11

e. 'Opening Franchise: Agreement: II,, VI’ and 
VII

11

f-. Fees Franchise Agreement: V, VII'I,
IX,. XI 
and XX

Area De-velqpment Agreem'ent: II 
■and ill

5, 6, 7„, 11

g. Compliance with 
standards and, 
policies./Qperating 
Manual

Franchise Agreement;: .IV, VIII,
XI and,, XV

a, 11,. 16.

h. Trademarks and 
proprietary 
information

Eranchise Agreemeht,:, III,, VIII 
and, XI

Area, Development Agreement;: VII

13, 14

i. Restrietions on
products"/ services 
offered

Franchise Agre.ement:' Vll
Area Developmen.t Agreement: VII

y

.8,. 16

j. Warranty and
customer service 
requirements

None None

k. Territorial
development and 
sales quotas

Area Development Agreement:: III 12

1. Ongoing
product/'service 
purchases

Franchise Agreement: VIII 8., 1.6

m. iMaintenance.,, 
appearance and 
rempdeling 
requirements:

Franchis'e Agreement:: VIII and
XV

11

n-. .Insiurance Franchise Agreement: Xll 7
o,. Adyertising Franehise Agreement: IX 6, 7., 11

t.

20
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obligation Article/Sectioh in Agreements

Item(s) in 
Disclosure 

Document
p- Indemnification franchise Ag.re;emerit: XIII

Area Development Agreement: XIV
6

q:- owne.r' s
participation/
management/staffing

Franchise Agreement.': VIII and 
XIX

Area Development Agreement:' VII,

IS

r. Recordsi/reporb's Franchise :Agf eement: X 6
s. In spee.ti.p n/audi t s: Franchise Agreement-': VI-I .and X 

Area Development Agreement: XII
6., 11

t. Transfer Franchise Agreement: XX
Area Development, Agreement: XI

' 17

u. Renewal Fr’anchise Agreement::, IX
Area Development Agreement,: V

6,, 17

V,. Post-termina.t ion 
obligations

Franchise, Agreement:: XVIII 
Area Development Agr.eement,i: X'.

17

,w. Npn-Gompebltion
coyenants

Franchise Agreement;: .XIV 
..Are'a Development Agreement:. XII

17

X . Dispute re.ablution Franehis'e. Agreement.': XXX
Area Development Agreement: XIX

1.7

ITEM,: 10 
FINANCING

We. do not provide., directly or indireotly, .any financing to you..
We are unable to estimate whether you will be able, to obtain financing 
for any or all o.f your investment and, if so-,, the terms of financing. We 
dO' not guarantee your notes, leases- or other obligations.

ITEM 11
FRANCHISOR'S ASSISTANCE, ADVERTISING, CCMPDTER SYSTEMS AND TRAINING

Except as disclosed, we need not provide you with any 
assistance.

A,, Pre-toening

For Area Development Agreement

1. We will grant to you exe-iusive. rights: to a Development Area 
within which you will assume the responsibility to establish and .operate, 
an agre-ed.-upon number, of GoffeehouseS within the Development Area under
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separate Franchise 'Agreement-s..

2.. . It is our standard' procedure' to have you identify and, select, 
a site for the Tom N' Toms Coffeehouse on your own. However>i we will 
review the site you select for conformity to dur .standards and cri.teria 
for potential sites and, if the .site meets our criteria,, approve the aite 
■for a 'Gpffeehouse.

3. We will provide: you with, standard 'specificatidns and layouts 
for building and furnlshihg the Coffeehouse'.

4. We will review your Site plan and final build-out plans and 
specifications for cdnfdfmity to our standards .and specifications.

5. We will conduct one on-site., evaluation,, as we deem advisable;, 
,as part of our evaluation, of the, site fdr ,a Coffeehouse;.

6'.. We will, provide .suph other resources and a'.ssi.stance, as may' be 
developed and offered to our area, developers.

For, Franchise Agreement

1., Give you our si.te Selection criteria for the Coffeehouse.
The’ site- must meet our criteria for demographic characteristics;,, traffic 
patterns, parking, character of n’eighbo.rhdod/ •competition frdm, and 
proximity to other businesses,, the nature of other businesses in 
proximi.ty to the site: and other commercia.l chara.eteristies, and the size, 
appearance and,'Other physical Gharacteristics of the proposed site. We 
will accept, or deny a location 'you propose for the Coffeeho.use withini 30 
days after we receive, the complete, site report and other, materials We 
request,. We: do no,t guarantee the suecess .of any site ori arty l.ease.

2. Our representative, will assist you with, the purchase of 
equipment,:, signs, fixtures and .opening inventory and suppliesv but we 
will not, install these items. We will assist you. in set.ting up accounts' 
with approved Suppliers who are familiar with, our specifications and will 
provide you a copy of such specifications:.

3. Give you. mandatory and suggested specifications and .layouts 
for ;yonr Coffeehouse-, including requirements for dimehsions',, design,, 
image./ interior' layout, decor, fixtures,, equipment, signs, furnishings 
and color scheme:'. All 'architectural designs for the kitchen of the 
Coffeehouse- are required to position, the refrigeration of the milk 
ad.jacent to the coffee machine..

4i Train you and your manager, 
detail later in this .Item.

This training is. described in

5. We will loan you a, copy gi (or provide you eleotro.nic access 
to) o.ur Confidential Dperations, Manual, containing the unifo.rmed 
Standardst, specifications and other requirements for operation Of your
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.6. We will provide assistance and guidance on your initial 
opening' 'Of the Coffeehouse,, .ineiuding dispatching Of our representative 
to help with, th'e opehihg<i-

B. After Opening

1. We will provide, guidance and advice to you, regarding 
operating isisU'en concerning the> Coffeehouse .disclosed by repoft.s you 
submit or .inspections, we 'make.

2, We .will give you guidance on standards, specifications, and 
operating procedures and methods used by other Tom N Toms, Coffeehouses 
in the, .System,;' new recip.e items, mend vafiations^, food preparation and 
di,splay methods; purchasing required fixtures., furnishings^ equipment, 
signs, products,, materials and supplies; adyertis'ing and marketing 
programs; employee training,; and administrative, bookkeeping, and 
accounting procedures. This .guidance wi-ll„ at bur discretion,, be^ 
furnished in oUr- Operations Manual,, bulletins., or other Written 
materials and/or during' telephone consultations ,at our office -or the 
Coffeehouse,

.3,.,. We Will review' and approve o,r disapprove of propose.d 
advertising materials prepa'red by you for use in Ipcal adverti.sing'.

4. We, will inspect and, observe the operations of the 
Coffeehouse from time to time: to determine, whether' yo.u and the 
Co.ffeehouse are complying with the .Frahchise Agreement and all 'System 
standards.. The details of inspections will .foe furnished in our 
Operations Manual.

5'. Administer the advertising fund in the\,manner' described in 
the. Frahchise .Agreement,

6. we will provide ongoing initial, trainin.g program-, and we will, 
also offer advanced and refresher training for managers.

7 i We will update periodically the Operations Manual, .as needed, 
to incorporate' hew developments and ehangesi in the System, and will 
iprovide you a cppy ,o'f 'all update.s.

8., In our ;discre,tioh,,, at any time,, without prior' notice, we may 
delegate performance of our, du.ti.es to our affiliate operating in your 
.market.. These duties, may inciu'de conducting irtSpectiohs and providing 
Consultation, and advice.

G. Advertising and Marketing Fund

We- will, establish an Advertising Fund (the '"Fund-"! for such
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advertising, marketing and public relations programs: as we, in our; >sol,e 
discretion, may' deem necessary’ or appropriate 'to promote Tom N Toms 
Coffeehouses,, We will administer the Fund as follows:

1.. We will direct, all advertising and public relations programs 
financed by the Fund, with sol.e discretion, of fapproval .over agencies, 
spokespersons, creative; concepts, materials^ and media placements and 
allocations used in the programs. The Fund will, establish and maintain 
an on-line presence... The. Fund ma.y be used, to pay the costs of- 
.researching, preparing,- maintaining, admlnisterlngi and directirtg; 
advertising, and promotional materials and programs (including the costs 
of preparing .and conducting television, radio., ma.gazine,,, newspaper, 
direct mail and' coupon advertising campaigns, and, other public .relations 
ae.tivitiesf employing advertising- agencies; providing a toll-free number- 
for pro'speGtive; customers to call for referral purpp.ses,- and providing 
promotional brochures and other marketing materials to franchisees .in 
the System) . Also monies, in the Ethd may be used, to :cover 
adm’ini'Strative costs and overhead we- may incur including salary costs, of 
employees working fo-r the Fund, up to 15-%.. YOU :must. participate in 'all 
advertising .and public relations' programs instituted by the Fund. All 
Coffeehouses owned by us or our affiliates will contribute to. the. Fund 
on the same ba.s,is as you. See Item, 6. for the amount you are required to 
contribute to the- Fund.

The Fund will be accounted for separately from, our other 
funds.. We. may spend in any' fiscal year an. amount greater 0.r less than 
the aggregate contribution of all Coffeehouses to the. Fund in that, year, 
-and the Fund may borrow from' us ;or other lenders at .standard commercial, 
interest rates to cover deficits of the; Fund or cause, the; Fund to invest, 
any surplus, for f.Uture us.e by the Fund,

3. Ybu authoriz:e us to collect for remission to the Fund, ..any 
advertising or p.rbmotional, monies or credits b-ffered by any supplier- 
based upon your purchases. Any advertising or promotional mohi'es or 
cre.di.ts we collect from .any s.upplier based upon your purchases will not 
be Credx.ted toward your required contribution, to the Fund..

4; A statement of .monies -collected, and costs irtcurre.d by the 
Fund- will be prepared annually by us and- 'W-ill ,be furnished to ypu upon 
written .requests We will have the. right to cause the iFu.nd to be. 
incorporated or. operated through an .entity separate, from us a.t such time 
as we. deem appropriate', and such successor-' entity will have all our 
rights' and duties.

,‘5., The 'Fund i.s intended to maximi.z'e reco.gnition of the 
.Proprietary Marks and patronage of Coffeehouses generally. 'Although we 
w.ill endeavor to utilize, the Fund to .develop advertising and, marketing 
materials and p-rpgrams,, and to place advertising, in order to, benefit 
all Coffeehouses., we. undertake no obligation to ensure, that expenditures 
by the Fund in or -affe'Cting, any geographic area are proportionate or 
equi.va'l.ent tb the eontributions; to the Fund by the Goffeehouses

Page 30;of228



operating in that geographio a-rea or that any Coffeehouse, will benefit 
direotly or in p'roportipn to its contribution tc the; Fund from the. 
development of advertising and marke.ting materials or the- placement of' 
advertisingi. Your failure to* derive any sUch behefit, w.ill, not serve as. 
a basis, for, a re.dudtioh -o-t elimination, of your obligation to contribute, 
to the Fund. We have no, fiduciary obligation to- you or any other TOm. N 
Toms Coffeehouse in connection .with the. establishment, of the Fund or the. 
colleetipn, control or administratioh of: monies paid into the Fund.. 
Exdept as expressly provided in the Franchise ft'greemen't, w,e assCime .ho 
direct or indirect liability -or obligation to you with respect, to the 
maintenance.,, dtrecti.on, or administration of the Fund-;

6., Since the Fund is. not. yet established as of the effective 
date of this Franchise Bisc'losure document, :hd money' ha'.s been collected 
or spent by the Fund,., The. fund' may plae.e advertising in any media, 
including print, radio and television. The coverage is typically 
regional and national in :nature. Advertising may be developed in-house 
and'/or by ■regional and national adyertising agencies. No money will be 
spent by the Fund to solicit new franchisees.

D. Local Advertising

1. You -may, at your own cost, develop promotional materials add 
advertising for' local use. Before distfibutihg or publishing any 
advertising- or promotional materials you create.^ you must -obtain pur 
written approval of the materials you intend to distribute.. As, a 
condition of approval,, you must assign your copyright and -any trademark 
or service mark rights in any ;materials you create to US,, -with.but 
compensatioh.. 'Ypu must permit us,, the Advertising Fund and other Tom. N 
Toms.' -franchisees we: authorize., to use these materials -without 
compensation..

2. .All adver-tising, promotioh and marketing must be comple.tely 
clear and factual and- not misleading and conform to the highest, 
standards ,of ethical, marketing .and the promotion polici.es which we 
preseribe from time to time.. You may not use any advertising or 
promotional materials that we have not app-roVed, ha-ve disapproved or 
that dp not include the copyright registration notices and trademark 
registration notices we designate,

3.. To apply for appro.val, you must submit, a copy or, transcript, 
o-f the proposed materials in the exact, form you intend to use them. We 
have- 15 'business days, to review your request. If you do not re.ceive: 
our written disapproval in 1-5 business days, the materials are deemed 
to be approved, unless we request -a reasonable- extension of time.. If 
you use materials we approve, you must use them in. the exact form in 
whieh you submitted them to us-. You retain discretion, over all, 
decisions, which 'concern or' affect -the prices of goods or services you 
sell,
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E. Advertising Cooperat^yes/National Advertising Council

1. We may establish advertising cooperatives' comprised of, 
gfo.ups; of franchisees within regions' or areas’ we designate,, and may 
modify boundaries of these' groups in our discretion,, effective oh, 
written notice;'. You must participa.te in any advertising cooperative 
which encompasses yb'uf territory. The members df each, cooperative- will 
adopt governing 'rules and voting procedures and determine .procedures 
for assessing members,;' however., we may approve thes'e f-uies and 
procedures and any amendments,. If any d,f our affiliates owns a 
Coffeehouse within the boundaries o,f a cooperative, it will contribute 
t,d the cooperative at the lowest percentage contribution rate that any 
'Tom N, Toms franehi.see in the same Coo,pefat.i,ve then pays and. will, have 
the same '-voting rights as frahchisee members;.

.2,. 'Each, Cooperative's members and, elected officers are 
reSpo.hsibie for the cooperative's .administration,. The cooperative must 
obtain our written approval of the copy arid .pro'pose.d media or method of 
distributi.on for adverti.sing and promotion it creates, following the 
same procedures you must follow for- materials you create, as described' 
abo.ve.. The cooperative' must ass-ign to us any copyright, trademark Or 
service> ma.rk rights in any mate'ria.ls it creates,, without compensation/ 
and permit us and other Tom :N- TOms franchisees which it authorizes to 
use these materia'ls w,itho,ut compensation..

,3'. We ma.y require a Co.Operati.ve to merg.e With, .another 
cooperative s'eryicihg an .adj.acent or proximate area, or to subdivide a 
cooperatiye into smaller groupings. We: .may dissolve a cooperative when 
•We simultaneously dissolve all advertising coppefatlves. EOr 'example,,
we- may determine ,it is preferable to .centralize all group advertising 
aCtlvl.ties: under the Marketing' Fund. Advertising cooperatives must 
prepare quarte-riy and. annual financial .statements, which need' hot. be 
audited, and make them available to all cooperative m.embers and us,. We 
have no present plan to sell goods or services tO' any advertising 
cooperative,.

A. At this time,, there .is no advertising council of franchisees 
that advises us regarding adveftisihg and, promotional programs or 
policies for Tom' N Toms 'Goffeehouses generally'. We. do not currehtly 
require fran.Chisees to. participate, in, a Ideal or regional a.dvertising 
,cooperat,i,ve., No local or regional, advertising cdoperati.ve exi'sts in 
our sys.tem at. this time.

P. Operating Meinual

.Attached as. Exhibit ''-E" is a copy of the table,' of contents Of out 
Curren.t Operating Manual., which, indicates the number of pages devoted 
to each topic and s.ubtopics, in the Operating Manual..

Page 32 6f..228'



G. Information System/Gash Register/Cong>uter System

1., You must purchase, use, maintain' and update your software/, 
^computer and other POS systems that, meet our specifl-eations and 
requirements., There are no con.traetual limitations on the. fregpenoy 
and ,eost of: upgrades and updates to the s.ystems qr programs. You. must 
comply with our then-current terms of use^ policies and any other 
requitements, regarding any inter'/lhtranet sites we establish for 
Goffeehouses. We have presently approved INT,, -InC:. as- the supplier for 
this system, and they are located at 22'23 Crenshaw Blvd., Los Angeles., 
CA 90,016,, and they .can be contacted .at (;323:) '737-9777, This supplier 
will install, and test but, the hardware and software for the^ compute-r 
system to ensure, that it is in proper working condition. We reserve 
the right to replace the above, supplier and appoint a :hew .supplier .or 
suppliers' as we deem he.cessary at our disCretlQh.

2. The cost of pufehaslng the required system .is estimated to 
.range, .between $8,0dQ-$10,'00'0. The estima.ted anhual cost, of optional o'r 
required maintenance,, updating, upgradlhg or support contracts is- 
approximately $1, Q00-$1-, 3'00 .

3. .You must obtain ah’d maintain at your own .expe'ns.e accounting, 
sales., reporting and' records retention systems’ conforming' to the 
requi.re.m'ents set by us. We reserve the 'fight to use, and, to have full 
access to., all your cash r.eg.isf.ersy computers and any 'dfher systems^, 
and the information, and data they contain. We, may charge a reasonable 
fee for the license, .modiflea.tion,, maint.enance. or support of software 
or any other goods, and/br services, that we furnish to you In connection 
with e-ny- o.f the .systems.

4., We may intro.duce to the System' additional computer software 
and hardware (including EOS and. additional back, office systems) which 
you must purchase, use;, maintain and update at ybur expense, as 
s.pecificatibhs and requirements may be modified over time. Irt some 
,cas:es^ these componehts may only be available thfo.ugh us or approved 
vendors, You will be responsible for. p.aylhg all supplier and/br 
li.Ce.hsor, .(which may include' us) charges for use, m.aintehance, support 
and/or updates tb any future, required s.ystems-. We do, not have a 
contractual, obligation under the- Franchise Agreement to provid'e any 
maintenance,>, repairs-, upgrades:., or updates: on any software or hardware,. 
There are nb contractual limitations on the frequency and cost of 
upgrades- and/or updates to the systems or pro.grams,,.

5., You will us:e the compht.er for bas.i-c accountihg practices, 
re:Ceiving and responding to emails-, submitting monthly repbfts. We 
will .have' access to, .all data captured, by these computers’. There is rtO 
contractual limitation on, our ’Use of the, data,, -although, any use- .by us 
.shall be for reasonable business purposes.

7., We do not warraht or have any responsibility for the: 
software -or hardware you must .Obtain. Any warranty ;yb.u may’have on
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equipment or sof'twa’re will be limited, to that provided by the 
appliGabie manufacturer or licensor.

H. Site Selection and Opening

1. It iS' Our standat-d procedure tO' have, you search, identify 
arid select the sit.e for the T.om N Toms Coffeehouse. Our site 
.acceptance is- based on residential population, traffic counts- and 
patterns,, competing establis-hmehts,. ;median .income levels, availability 
of parking,, rental, and lease terms,, physical, confi.guration of the- site 
and -.growth trends in the area. We must approve ,ahy .site selected, but 
our eohsent will -.not fee uhreasonably withheld. If. you Cannot find a 
suitable si.te- within t.welve months (or eighteen 'months,, if: you request 
and receive an extensiGn,) from, signing the 'Franchise Agreement-, we can 
termiraate the Franchise Agreement and keep the Initial F.rarrchiae Fee.,

2., ,W'e. estimate that there Will be an interval of nine to t.welve
months between the execution of the Franchise Agreement and the opening 
of the T.om N Toms Coffeehouse,, -but the interval may vary based upon 
.such f'a.ctQfs- as the location and condi.tion of the site-,, the 
.Gohstmction schedule for the. Coffeehouse., the extent to whi.ch, an 
existing location mus.t be upgraded Or remodeled, the delivery schedule 
for e'quipment .and supplies,, delays, in securing) financing arrangements 
and completing training and. 'yp.ur compliance with local laws; and 
regulations-,. You ma-y not open the Coffeehouse for business' Until:; (1) 
'we approve the Coffeehouse as' developed acedtding to ;our ;specifications 
and standards.; (2!) pre-opening training has been completed to our 
satisfaction; ((-SI the Ini.tial Franchise Fee and all other amounts then 
due to us have been, paid; and', ('4) we have been furnished with copies of 
all required insurance pOli.ci.es,/ or such other evidence of' insurance 
coverage, and payment of premiums as We request-. You mus;t open the Tom, 
N Toms Coffeehouse for business, at least .five days after we: notify yo.u 
that -the Coffeehouse is ready to .open, unless there- are circumstances, 
beyond your control. We -must app,.rbye any delay in opening of the 
Coffeehouse with, approva.i t.o be reasonable- in nature.

I. Training

(12):l. 'Our new franchisee training program c.ons.ists, of twelve 
days of instruction by pur current management team concerning all 
aspects of the operation and management of the Franchised Business.
The training includes review and diS'Suss;ion of the Confidential 
Ciperations- Manual and aH aspects of the operation of your busl-neSs.
■The training should be; scheduled near the time of the completion of the 
construction of your Tom N TOms Coffeehouse- and after hiring your key 
employees,.

2. The training .will take place at our business located in .Los 
Angeles-, California, or at -another location, o-r locatlohS as we may 
designa.te -and will be conducted by oUr eertified instructors. We may 
require that ydu and/or- your designated, manager (a)' attend such further
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training' programs a>s we shaiil fr,6in time to time reasonably prescribe, 
and complete the programs to our satisfaction. There may be a .fee for 
refresher courses, but not exceeding $;35O,.‘0O per day. The .fee will be 
primarily to compensate the personnel who teach the courses and to 
defray the: expenses' of' such courses, ^ person who has Successfully 
completed, our new franchisee training program must at all times 
ae.tiyel,y supervise the operation of your Tom, N Toms ,Goffeehouse,.

3. For all required initi.ai training courses, we will provide, 
at no char.ge: to you,, instructors and training materials;. You will be 
responsible for all other expens:es which you or your employees incur 
for the. purpose of this training, including the cost of transportation,

,lodging,, meals and Wagfes. If you need to replace your De.signated 
Manager, the replacement Designated Manager must, attend .and .complete 
the supplemental training program to; our satisfaction as sbOn as Is 
practicable;. For this training, we Charge a Supplemental Training Fee. 
to train replacement Designated Managers,, which is, currently .$35’Q,0'O 
per day-.

4. You .are responslbl.e for the recruitment, and hiring' of all of 
your employees. Y.o.u afe also responsible for the training of all
Goffeehouse employees,. For your Goffeehouse., one Of our 
representatives, will advise and assist you in opening the Goffeehouse' 
by coordinating your pre-opening activities and being available to 
assist with your, operations for up to seven if) days for the Opening of 
your, Goffeehouse'.

5-. We will .be available to, consult with you and/or yOur 
Designated Manager by telephone-,, Monday through Friday' &:0O' a.m,. to 
6:',G.0 p.m, {Los Angeles, Galifornia time:)', with, respect to all aspects 
of starting and opera,ting your Tom N Toms Goffeehouse,

6,. Listed below is a chart showing our .tentative training 
schedule, the princ-ipal instructors-, the ins-tructional material you will, 
use, -and the, location o;f the training:

TRAINING PROGRAM

:.,1 'iSwfl
brien.ta.tion ' ' 1 d Gorpora-fee Training 

Facili-ty
Gon.cept,,, History,, Bu'si-nes.s .Model 1 0 Corporate Training 

Facility
Human Resources, 'Management 2 ■0 Corporate -Training

Facili.ty
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Gus-tomer Service and Sales 
Techniques

' 0, 4 Certified Tr'aihiiig, 
Facility

Fo.od Preparation 1 45 Certified Training; 
Facility/ GorpG.rat.e ,
rraining; Facility

Me n u/E1at e Presentation 1 4 Certified Training- 
Facili.ty-/ Corporate 
Training Facility

Produet Ordering - 
Specifications and Inventory
Gpntrol

1 4 1 Certified Training 
Facility-/ Corporate. 
Efain-ing- Facility

Equipment 'Usage and Maintenance 0- 16 Certified 'Training
Facility/Cor-porate 
Er'aining Facil'it.y

Mafketihg, and Advertising 1. 0, Certified 'Training, 
Facility/ .Gorp.oratei 
Trai-nlnq Facility

Quality Standards and .Store
Sanitation

1 7 Certified .Training 
Facility/ Corporate 
Training, Facility

To.tal 9 80

7. All aspects of training are, integrate'd. There are. no 
definitive starting and stopping times., The training program- will tee 
supervised toy our experienced corporate trainer,. We can require that 
you and/or, your .Manager attend additional and/cr 'refresher training 
programs, inGluding' national and regional, conferences, conventions and 
m_eetings, as we may reasonably require., to eOfre.ct,. improve and 
enhance your operations, the System, and its members at our corporate 
headquarters, with durations hO,t longer than 3 days and not mope than,
2 times in any given year.. Xou will toe .responsibie for all travel,, 
living, incidental and other expenses for' you and your personnel 
attending optional or manda.tory training programs, seminars' or 
meetings. W'e, ;may charge a reasonable fee for any training' p.rogram> 
conferenee, cohvehtion or. other events;.

ITEM 12 
TERRITORY

A. Description of Your Tterritory 

Area Development, Agreement

1. Under the Area Development Agreement., we grant you the right 
to develop and operate- the number of' Tom .N- Toms Goffeehouses- in the
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Development Afea that is specified in the Deveiopmeht SChednley which> is 
an exhibit to the- Area Development Agreement. The Development Area is 
typically described in t,erits of municipal or county boundaries but may 
be defined as a specified trade ,area In a municipality or an .area having 
a radius of a specified distance, based oh ,a Specific, reference locatioh; 
(and, if .necessary,, further specified, by a map on which sueh Develppment 
Area, is ma-rked, but in .any ;event the minimum area for any Development 
Area shall be 1.0 square miles;) . The adtual size of the Development Area 
will vary/ for' example, .an area Within 5. mile radius from, your* first 
Coffeehouse or an entire, municipal, city, depending, upon the availability 
Of contiguous markets-/ our long-range development plans;, your financial 
■and operational resources, pdpulati.dn and market conditions.. Our, 
designation of a parti.cular. Development Area is hot an assurance: or 
'warranty that there are a sufficient number of suitable sites for .Tom N 
Toms Coffeehouses in, the .Development Area for you to meet your 
Development Schedule., The res.ponsibility to locate and prepare .a 
s.ufficient niomber of suitable sites is solely ydursi, and we have no 
obligation to. app-rove sites; which do not me.et our criteria in order for 
you to meet the De.velopmenf Schedule!.

2. Subject to Exceptions' and Reservations as described belo.w, 
during the term pf .the- Area, Development Agreement, we and our affiliates 
will, not (i) solicit .or accept orders from the Development Area or (ii) 
.op,e:fate or grant a franchise for the operation, of Tom N Toms 
Coffeehouses to be loca.t.e.d Within, the- Development Area. However, we 
have, the righ.t. to terminate this exclusiyity if you, are not in full 
compliance with all. of the terms and conditions of the Area .Development- 
Agreement and ell ot the Franchise Agreements ex.e.cuted; under it.

,3; To maintain yOUr .ri.ghts- under the Area Development Agreement 
you must have open and in operation the, cumulative nurnb.er of Tom N' Toms 
Coffeehouses set forth on^ the Development Schedule by the .dates' set, 
forth, in the. Development Sched.ule.- Failure to do so will be grounds for 
ei.ther a loss of exclusivity ;or a terminatidn Of the Area Development 
Agreement.,

’4’. In addition,-, .upon the earlier o.-f the expiration of the term 
Qf' the Area Development Agreement o.r upon your execution of a Eranehi.se 
Agreement for the- last Tom N Toms Go.ffeehouse to be developed' within the 
Development Area, your exclusive rights under the Area Development 
Agreement with respect, to the pevelopment Area will terminate., and -We 
and our .affiliates will have the right to; operate and to grant to, others 
development rights and franchises to. develop and operate Tom N Toms 
Coffeehouae.s within the' Developm.ent Area. This right will be subje.ct 
only to the ter.ritGr.i'al rlgh:ts under the franchise agreem'ents entered 
into, by you for- the Tom N Toms Coffeehouses in. the Development Area.
The development Area may not. be altefed unless we and you mutually agree 
■to do so.. It will not be affe.cted by your sales volume., Exe'ept as' the 
Area Development Agreement grants, you the right, to .acquire the Optioned 
Outlets, described above,, you are not ;grahted any other option, right of 
.first refusal or similar right to acquire additional TOm ,N Toms
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Coff'eeho.uses in your Deyelppment Area 'under the Area Development 
Agreement.

Franchise Agreement

■5., Under the; Franchieei Agreement we grant, you, the r-ight, to 
operate; a Tom N Toms Tofteehpuse at, a specific locatiph and within a. 
specified area ("Yput Territory"') . If your Tom N Toms 'Coffeehouse is. 
located in :a. Business Zone, Your Territory will be an area of 0...2 ,(two,- 
tenths) of one mile from yPur; Torn N Toms Coffeehouse. "Business Zone" 
refers to an area edne.ehtrated with high-density .commercial buSinesses>, 
and we alone decide whether to designate an area as a Business Zone, 
considering demographic factors which 'we identify ih the- Operations 
Manual or otherwise in writing to- you,.. If y.dur Co.ffeehouse is- not, 
within a Business .Zone, Your Territory will, be an area measuring, O.f 
mile from your- Tom N. Toms Coffeehous.e.

6. Subject to Exceptions and Reservations as described .below., 
during the term of the 'Erahehise Ag-reement., we and our' affiliates will 
hot (i) solicit or accept orders from Your Terrlt-ory or '(ii„) operate, or 
grant a ffa-nchise, for the operation of Tom N Toms Coffeehouses to, be; 
located within Your Territory. However, we have the right to terminate 
this- exclusivity if you are not in full compliance! with all of t.he terms 
and cohd-itio.ri.s of the Franchise Agreement.-.

7,. We. determine, the houndaries of Your- Territory after we 
approve your fran.chise location. We first determine whether the 
approved location qualifies as, Business Zone,/ -a.nd then present you the 
proposed boundaries Of Your Territory bas.ed on that decision..
Relbca.tloh of your .Coffeehouse requires, our prior wfitten approval.

B. Exceptions and Reservations

The territorial, rights we grant you for ypur Tom N Toms 
Coffeehouse are exclusive in nature as :des'erlbed above for the FrariChlse 
Agreement and Area Development .Agreemeht, subject to thes.e exceptions and 
reservations. We and pur .affiliates retain all rights with respeot to 
Tom; N Toms Co-ffe.ehouses,, the PEOprietary Marks^, and any goods- and 
services anywhere,, includingi:

1. Pre-packaged menu items under the Marks -Or: .other names sold 
to independent restaurants., convenience stores, grocery stores., 
special.ty' fOod stores., and department stores which sell beverages or, 
related- food items in Ybur, Territory,. This :means-, for example, we may 
prep'a.r'e and sell, on, the third-party's premises freshly-prepared'/
'be,verage and food items under the Tom N Toms name or other names; we, may 
also sell :ftom, these locations specialized bevera-ge. and; foo.d items, or 
bottled or packaged under the Tom N Toms'; label or other labels,

2. Menu IfeTS Sold at Tom N- Toms Coffeehous.es,. or operate !(:or
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permi.t others to, operate) T.om N Toms Goffee'houses' or coffeehouses under 
other names' which predominantiy serve .similar menu items .at,;,- or in., any 
airport, rail or bus termihal/- stadium, amusement, park, pUblio park,- 
theater, military base,^ hospital or heal.th care facility, educational 
facility, hi.gh densit.y of.fice locatioh or other mass gathering places 
even if located, entirely ,or partially, in your, territoryi

3. Menu items under the Marks' or under other names .from 'mobile 
units' of carts.', kiosks, vending machines, or other mobile or stationery 
devices Which Occupy less than 1,00 square: feet and afe in your territory.

4. Advertise, and .promote the sale of,, and sell, menu items sold; 
at Tom N .Toms Goffeehouses' through the-'Internet or by using a-ny other 
public, computer network, electronio communication, method or by mail 
Ordei, catalog sales or comparable me.thods that solicit, orde-fs and 
business from customers without requiring the customer's physical, 
presence in a, Tom :W Toms Go-ffeehouse to complete the trans-aetiOh.,

,5. We may engage or let others engage in the, above activities in 
your territory without paying you any compensation or any other 
consideration., We will use reasonable efforts to try and, resolve 
cbnflic.ts between franchisees regarding territorial rights-. At, this, 
time we, haVe, no formal grievance procedure.,

6.,. We reserve all other distributiOh. rights that we- do not 
expressly grant to- you. By di-stribu-tiOn, rights,,, we, meah' all forms- a-nd 
channels of distribution, regardless of whether we use the me.thod, now -or 
adopt it in the future.. Ghannels- of distribution ihclude, the-, Inte-rnet, 
cataloq sal.e.s, telemarketing Or other direct marketing sales.
Technology may yield new channels Of distribution, The kinds of 
reserved acti-vities which w,e or our affiliates may engage in within your 
territory or development territory might include, directly- or through 
one' of our .affiliates, sellihg'’p-roduc,ts and services of an,y kind, 
i:hcl.uding', without limi.tation, freshly^prepared beverage and food- items 
und'er the Marks or other names, through retail and wholesale, channels of- 
dist-fibution, ineludihg by means of the Internet and mail order catal-dgs, 
in addition to sales through independent .coffeehouses,, convenience 
stores,, grocery stores, specialty food sto-r.es and department stores..

7. We do not re„strict, adve,r,'tising and publicity ydu .conduct for 
your .franchised busines'S in yoUr territory., Likewi-se,' we and other 
franchisees may conduct advertising and publicity of oufs .and their Tom.
N Toms Goffeehouses in your territory. You and any .Torn N TOms 
frahchise.es are not permitted to maintain a .separa.te website and to 
advertise and promote their Tom N Toms Coffeehouse- on the Internet or 
using any other public' computer network.,

C. Additional Disclosures re Territory

1. The Franchise. Agreement lets you engage only ih retail
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transactions Of authorized goods and services' to custorners- for their own 
use and for their own consumption at your Tom N Toms Coffeehouse. You 
may hot, engage in wholesale, sales without our prior ,wr,it,teh c.phsent,. 
"Wholesale sales" includes the sale or distribution of merchandise or 
products, to a' third party' for resale, retail sale 'or, other me,thod of 
distribution,. YOU .may not engage in tr'ansactions with customers that do 
•not take place on the premis'es of your ,Tom N TOms eoffee'ho,use',.

2. Unless we consent in Writing,, you do not re.ceive the right to 
acquire additional franchises within the territory we assign to your. Tom 
N Toms; Coffeehous.e., Your franchise rights .are not contingeht on 
achieving any minimum sales level or, other sales or market, penetration 
eontlngehcy.,

3;,. We and our’ affiliates have the right but: no current plan to 
operate or franchise other’ businesses selling or leasing similar 
products or seryices under different trademarks,.

ITEM 13 
TRADEMARKS

1. The follo.wing trademark has' been :filed and, registered with 
the United States Patent and Trademark. Office ("USPTO^';) :

trademark

m'tom: ,N toms

TOM ,N TOMS COFFEE

TOM ,N TOMS COFFEE,

STATUS

REG,ISTEREE

REGISTERED

REG.ISTERED

REGISTERED

REGISTERED

REGISTRATION
DATE

Nov., 11, 2011

Jan,, 10,, 2012

,Mar. 13, 2012

Mar. 1-9, 201,3

Mar. 19,;, ,2,013

REGISTRATION
number

35,3'0315

4;082449:

4111,818

4 3,0 5 9^4 6

4:305;947

2. Do Kyun :Kim, the founder .and majority shareholder of Tom ,N
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Toms HOld'ihgs, Co:. , 'Ltd.,, an affiliated company of outs, is thei 
registered owner for all of .the, marks identified above and has granted 
us the exelusive' license to use: and license the above trademarks in 
the- continent of North America, including .but, not, limi.ted to United 
States, and we in turn will gr.aht yo,u a non-exclusive, right to use: 
them as, well as other tradematks,, service marks,,, trade names, and' 
commercial symbols w'e .may authorize^ in. the future (■collectively, the 
"Marks"). '

,3. Your use> of theIMarks and. any goodwill is pursuant to a 
license granted to you under the Franchise Agreemen.t and you retain, no 
further rights in the Marks. You also retain no rights in the. Harks 
upon expiration, or termination of your Franchise Agreement.,. You are, 
not permi.tte.d to make any changes or' substitutions of any kind in. or' 
to the, use of the Marks unless we direct in writing'. We may change 
the System pre.sehtly identified b.y fhe Marks,, including the adoption 
o’f new Marks, new, products, new equipment, or new techniques' and you 
must a.dopt the changes .in the System., You must comply within a 
reasonable time if, we ho,ti:fy you to discontinue or modify your use' o,.f 
any Mark. W.e 'will have no .liabilit-y or dbligation 'as> to, your 
■mo.di.fication or dis'continua'nce of any Mark.

4. There a.re currently no, effective material determinations by 
the united .States Patent and Trademark Office, the Trademark Trial and 
Appeal Board', the 'trademark .administrator of any state/ or any court,, 
or any .pending infringement, opposition or cancellation proceeding,, or 
any pending m'ate.rial litigation, involving the Marks. There are 
currehtiy no agreements in- effect tha.t significanfly limit our rights 
to' use: or license, t.he u.se of any Marks, in any manner ma.terial to the 
franchise, There are no superior prior ri.ghts or infringing us'es 
actually known to, us that could ma.tetially affect your Use of the 
Marks -.,

5. We .are not obligated to protect you against infrihg.ement or 
unfair competition claims' aris'ihg out of your' use of the, .Marks or to 
participate: in, your defense or .indemnify you.. We reserve the right to 
■control any liti.gatidn related to the MarkSY and we have the. so.l.e 
right to deci.dei t,0' pursue or settle any infringement aeti.orts related 
to the Marks,. You, .must notify us. promptly of any infringement or 
.unauthorized use of the Marks that yo.u may become .aware. If we 
de:termine that a trademark infringement a.c'tion requires ehange:s or 
substituti.ons to the Marks,, you must make the changes or .substitutions 
at, youf own expense.

ITEM i.4
PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION

1.. There are no patents or copyrights currently 'regi.stered 
that are, material to the franc.hls.e .■
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2. Qur Hanual,, other ma'nuais, training material,,, merchandise, 
and vendor lists and updates, action plans, and other directives' 
contain ,mate:r.ia.l which we, consider to be trade' secrets,. We claim, 
trade aecre.t and copyright protectioh for these manuals and materials 
although we: have not filed any corresponding applications Goncerning 
them,.. You have to follow out direction in protecting thp’ manuals and 
other trade secret mat.erial from: unauthori'ze.d disclosure.. You must 
u.s'e our proprietary materiala onl,y as we: directi

3i We can require yO:ur managers: and supervl.sors to sign a 
confidentiality" agreement in which they prOmis.e to keep all of Our 
proprietary information confidential and. to follow our ,directi.ons 
regarding' its usei.

ITEM 15
OBLTGATIQN TO PARTICIPA3S IN THE ACTUAL OPERATION 

OF THE FRANCHISE BUSINESS

1. If you are an individual,: you must, devote full time and 
attention to supervising all, administrative and operational activities 
of your ,franchis,ed business at the franchise location'-

,2,. If a legal entity o.wns' the; franchise: rights., like a 
corporation,, partnership or limited liability company, the person who 
owns, a, controiling interest in the enti.ty''S equity or voting rights.>, or 
a g.eneral partner, must devote full time and attention to franchi:se, 
activities.,

3. You must respond to our cOmmurtiCa.tiOns. and requests for 
information within time frame.s we request.

4. You must .staff your Tom B Toms: QoffeehOuS.e with. ,at least 1 
^"Approved Manager." An "Approved Manager is a full-time employee with 
management responsibilities who has successfully co.mpleted the manager 
training segment Of the ini.tial training pro,gram and any .mandatory 
supplemental management classes. You (or the person who owns a 
controlling interest in equity or voting interests of an enti.ty. Or the 
general partner of a partnership,,, which owns the franchise') may be an 
Approved Manager provided you devote full time and attention, to your 
franchise :business. .You :must hire and train all, your employees. You 
may also send your employees to our training p'rogramsi.

ITEM 16
RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

1. Yo,U must operate yOur Tcm N Toms Coffeehouse in accordance
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with the System, standards (including required' produets and services). 
We have the right, without liinitatiQn,, to- change the; types of products 
and- services that you are authorized to. -sell at our sole- discreti-dni

2,. There are no restrictions on the customers to whom' you can 
sell the products at, your Tom N. Toms Coffeehouse. However, yo'U mdy 
not use your shop, for any purposes other than the- operation of the Tom 
:N -Toms Coffeehouse in full compliance with, the Franchise .Agreement, and 
Manual, without o.ur prior written ;apprpval, YoU must purchase, use 
and offer each; of and only the types;, brands and quali:ty of products 
and services we designate,. The. Franchise Agreement -allO-ws yp.u to 
operate one Tom Ni Toms G'off'eehou'se at the franchise .location only, and 
nowhe-re. else,, except with our prior written, approval.

3-.. You must Operate your Tom N Toms Coffeehouse -all days and 
during the minimum hours we .prescribe in the Operations Manual,, unless 
lo.cal conditions, like, terms of your lease, require -different 
days/hours or you ob'taih our prior writ,ten consent.. Your operations 
must comply with .all law,s,- including,, but not limited -to, laws, on 
packaging,- labeling, health a-nd sanitation, environmental, was.te,, and, 
the like.. You must investigate, .these laws and ensure complianGe,

4. .Any variation 'from our mandatory requirements requires our 
prior -written, approval-. We grant approval ,'Only .in exceptibhal cases in 
ou-r discretion. Granting ah .exc.eptidn to. another franchisee .does not 
require us to grant you that :0X any exception.

-5. We ,may add to,, modify or -discontinue the approved list of 
menu items,, ingredi.ents.j preparation processes. Or, Other goods and 
services you must o-ffef. We communicate changes by written bulletin or 
-revisi-ohs to. the .Operations IManual. There is no limit On Our fight to, 
impose these modifications.. You will be- given reasonable time; Cat 
least -3.0 days) after notice.: from- us to implement -changes an'd stop 
s.elling particular items; which we delete frOm- the approved list.

ITEM 17
RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION

THE franchise RELATIONSHIP

This table lists inisJbrtant provisions of the franchise and related 
agreements pertaining to renewal, temirtatibn, treuisfer and dispute 
resolution. You should read these provisions in the agreements attached 
to this Franchise Disclosure Document.
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FRSlMCHISE AGREEMENT

Provision

feticle in 
.Franchise

Agreement Summary

a. Term of the, 
franchise

IV 10 years:

h,. Renewal or
extension of the. 
te-rm

IV One. additional, term of 10 
years

G. Requirements for
1 you to rene.w" or

extend

1

IV You have; been .in substantial 
compliance with agreemeht., 
pay .renewal fee*. You may 
have to .remodel the: Outlet.,, 
at, your expense,, and sign, a 
■EranOhise, .Agreement in, 
effect at tbe time of 

. renewal, which may contain 
matetially different term.s 
and conditions* than the 
agreement you Signed 
o*r,igina.ll.y.

d. Termination by you ' None The Franchise Agreement does 
not provide fo.r this.. But, 
you may' s.eek ,to' terminate on, 
any grounds available to you. 
under applicable law.

e. Termination by us 
without caus.e

None

f. Termination by us 
with cause

XVTI. We can terminate only if you 
commit any one Of several 
listed, violations

g. ".eause" defined - 
defaults which can. 
be- cured.

XVII 3b days, for opera,tibns 
defaults,, -30 days for 
monetary defaults, 24 hours 
for health code violations

h., ''Caus.e'' defined - 
defaults which 
cannot .be cured

XVII Conviction of a felon,y, 
abandonment,, unapp.roved 
t ransf.ers;, barikruptcyv, 
assignment for benefit, o„f 
Ctedit.ors> repeated 
violations
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Provision

Article in 
Franchise

Agre^ent Siimmary

i-.. Your' obligations on 
termination/'non- 
r.enewal

,XVI If Pay outstanding amounts,, de- 
identificabion,, return of 
confidential information and. 
telephone numbers (see^ als.O 
below:) 1

j. Assignment of 
contract b,y us;

XX NO restriction .oh our right 
to assign.. Howeyer, no 
as.s'ignment will be made 
exc.ept to an. assignee who, 
in o;ur good faith judgment 
is willing and able to 
assume our Obligations under 
the. Fr-anchlse Agreement '

k-. ''Tranafer" by you - 
definition

1 XX, Includes transfer of 
contract of: ass.ets' or any 
ownefs'hip change

.1,. Our approval, of 
transfer by' yo.u

XX We have the; right to approve^ 
all transfers,, our consent 
not to be unreasonably 
withheld

m.. Conditions for. our 
approval of 
transfer

XX Transferee qualifies;, all 
amo.un.ts due are. paid in 
full, transferee completes 
training,, the greater- of 
Transfer Fee O.f $10, 000 or
50% O.f theh^current Initial 
Franchise Fee. paid, then- 
current contract signed

n. Our right of, first 
;refusal to ac.quire: 
your business

XX We can .match any offer

o. Out; option to 
puf.chas.e your 
business

;xx W.e can buy the business on 
termina.tion Or- non-renewal 
for the formula .price 
described in Article XX

p. Your death or '
disability

XX and XXI Franchise must be assigned 
to approved buyer Within 12- 
months or transferred to an 
heir o;r representative;

q. Non-cOmpetitioh 
eovehah.bs during 
the term of the 
franchise

XXIV Gan-' t divert, business or 
operate a competing business 
anywhere
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Article in 
Franchise

' Provision Agreement Summary

r. NGn-competi.tion
covenants aE.ter the 
franchise is 
termihated dr, 
expires

XXIV No- competing Ou'sines.s for 
, two years,- wi.thi.h, 1-0 miles 
of any Other 'Outlet

s ., Modificatibh. of the 
agreement.

XXKII. No mo'difications generally 
but Operations Manual
SUbge.ct to ichang.e.. Revisions 
to- the Operations Manual 
will not uhxeasonably affect 

' your obligations, inc.-ludihg 
, e.Gonomic .req.u-irem'ents,, under 
i the' Franchise- .Agreement

t„. Integration/merger 
clause

XXXII Only the terms- Of the. 
Franchise Agreement are 
binding' (subjoct to state 
law) Any repres’entations or 
promises- Outside of the 
disclosure document, and 
franchise agreement mpy 
be: enforceable.

u. .Dispute resol.ution 
by. arbitration o'r 
mediation

XXX Except., .fOr .certain claims., 
all. disputes must be- 
arbitrated in, California 
(subject to state law.)'

V. Choice of' forum.- i XXX Arbitration in California 
(subject to state lawj i

w., Choice of law XXiX California law- app-lies.
'(subject to- state law)

AREA DEVELOPMENT AGREEMENT;

Provision

Section in
Area

Development
Agreement Summary

a. Term of the Area 
Development
Agreement

VI length of the Developmen.t. 
Schedule,, Which can be as. 
short as -three years or as 
long as 2'0 years
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Provision

Section in
Area

Development
Agreement Svunmary

b,. Renewal or
extension of the 
term

V After all Outlets have been 
developed, we will negotiate 
in good faith another Area 
Development Agreement

:c.. Requirements for' 
you 'to renew or 
extehci

V There ate nOne

d, f-ermiFiation fey you None The Agreement does, not 
provide for this. But. ybu 
may seek to. termihate, on any 
grounds a.vaileble to you at 
law

e Termination by us
without, eause

None

f. Termination by lis 
with oause

IX we can terminate: if you 
commit any one of several 
listed' violations., whioh 
include' f aiiUre to me.et the. 
deveippment schedulei, 
unauthorized, use, of the 
Proprie'tary Marks;, sale, of 
competing* products,, failure 
to make, required, payments, 
illegal asisignments,. 'making 
of material
misrepresentatibns,, failure 
to obtain .approval for a 
site,-, any .other breach of 
the agreement Or a 
bankruptcy

g. ''Gause" defined - 
defaults whioh oan 
be cured

IX These are' listed in this 
Section

h. "Gause" defined - 
d’efaults which. • 
cannot be cured

IX These- are al.so listed in 
this Secti.on

i. Your obligations on 
termihatibn/non- 
renewal

X .Sto.p .selecting sites,, can.'t' 
open 'Outlet
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Provision

Section in 
Area

Development
Agreement STimmary

;j:. Asisigranene of 
con,tract by us

XT NO. restriction on out right' 
to assign. However,, no 
ass'ignmeht v^ill be made 
ex-cept to an assignee who, 
in our good faith Judgment,- 
is willing an.i .able to 
assume our obligations under 
the Area .Development.
Agreement

k,.- "Transfer" by yo’u - 
definition.

XI Inciudes, transfer of any 
iritereSt in the Area 
Development Agfeemerit.

1Our approval of 
' transfer by you

XI We. have the; right to approve: 
all transfers., our co.risent, 
not to be .unr.,e,a.s;0.nably 
wi..thh.eld

m-. Conditions for our 
appro.val of 
transfer'

XI Conditions .for transfer 
include not being in 
default,, all debts are paid, 
the buyer' .meets pur current 
cri-teria for new area 
developers-, execu.tion of a 
general releas.e (where 
legal) ,. payment of 25% 
transfer ’.fee (25% of 
deve.lopment fee.), .buyer 
personally guarantees ail. 
obligations

n. iOur right of first, 
re'fusal .to acquire 
yo.ur business

XI We have the right td match 
the offer

o- Our option to '
purchase your 
business

:NOhe

P-. Your death or 
disability

XI Option passes to' estate-

q'., Non-competition
1 covenants during

the. term of the 
franchi.se

XII Can't divert business or 
operate a competing business 
anywhere
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Provision

Section in
Area

Develppi^nt
Agreement Svunmary

r., Non^competition
covenants after the 
franchise is 
terminated of 
expires

XII No competing, business for' 
two years and wl,thin a 10 
mile radius of any Outlet-

s. Modificatioh of the 
agreement

XVIII No modifications' except by 
mutual agteemen,t of the, 
parties.- Revisions to the
Area Development Agreement 
will -not uhreasohably affect 
youf -obligations-, including 
eedhomic requirements under 
the Area Development
Agreement,

tTn t e g r a t i o n / met get 
clause

XVII-I Only the terms of the
Ftanchi,se ,Agreement ate- 
binding '(subject to state 
la,w) . Any representations or 
promises o,utside of the 
disclos-Ute document and 
franchise agreement may not 
be enforceable.

u.. Dispute resolution 
by arbatration or 
mediation

XIX Except fo.f Cert'ain claims;, 
all disputes must be- 
arbitrated' In CaltSorhia 
(subject to statei law)

V. Choice o:f foruiti XIX 1 Arbitration in California 
(3ubj,ect to, state- law;)

,w. Choice of law XVIII California, (subject to state; 
law)

ITEM 18
PJJBLIG FIGURES

We do not use any public ■figure to promote our ffanehise.

ITEM 19
FINANCIAL PERFORMANCE REPRESENTATIONS

The ETC's Eranehise Rule permits a franchisor to pro-yide

43
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information about, actual or' potential financial performance of its 
franfchised and/or ffanehiser-owned outlets., if tfeere is a reasonable 
basis for the- information, and. the inf'o-rmation is included in the 
disclosure document. Financial performance information that differs 
from that included in Item 19 ma.y be given only if: '('1,) ,a franchisor 
provides the actual records of an existing butiet yon are, considering 
.buying; or (.2) a franchisor supplements the information provided in 
this Item. 19,,, for- example, by providing .infOfftia.tion about p.ossible 
performance at a particular loeation or under particular circumstances.,,

We do no.t ma-ke any representations' abo.ut a franchisee's! future; 
financial performance or the p.ast financial performance of Conipany- 
owned, affili'afe-owhed or franchised Tom N Toms Coffeehous'es. We. do- 
not authorize our employees or repres'entatiye„s to make: any such 
representations; either orally or in writing. But if you are 
purchasing an e-xisting Tom N Toms. G.offee'ho.use from, us or an .affiliate 
of. oU'fs,. we :may provide you the actual records of that Tern N Toms 
G-off'eehouse. If you receive any othe.r, .financial .performance 
information, or progections of your future income, you should report i.t 
to our management by contacting Mr. Gheolku Lee, General Manager -of 
Tom N Toms Franchise, .LLC,. 34 35 Wil.shife Blvdi , S.uite '209,0, Los 
Angeles, CA 9001.0', (2'i3) -908-682,9,. the Federal Trade Commission, and,
the .app'ropriate sta.t.e .regulatory agencies,.

ITEM 20
OUTLETS AND FE«NCHISEE INFORMATION

Item 20(1) Table - 
Systemwide Outlet Summary 

For years 2015 to 2017

Outlet. Type Year Outlets at
the Start of

the Year

Outlets at
the End of
the Year

Net Change

Franchised 2015 1 :i ,0
2016 1 ) i ' 0
201.7 1 2 +1

Company or
Affiliate-

Owned

2015 12 9 -3
2016 -9 6 -3
2017 6 :6 0

Total
Outlets

2015 13 10 -3;
2016: 10 7 -3' '
2017 7 8 +1
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Item 20 (2) Table -
Transfers of Outlets from Franchisees, to New Owners (other than the

Franchisor)
For years 2015 to 2017

State Year Number of
Transfers

California, 2015 0
2016 0
2017 Q

Total 2015 0
2016 0
2017 0

Item 2,0(3) Table - 
Status of Franchised Outlets 

For years 2015 to 2017

State Year Outlets
at

Start
of Year

Outlet
Opened

Termi­
nation

Non-
Renewal

Re­
acquired

by
Franchi­

sor

Ceased 
Opera­
tions -
Other

Reasons

Outlet
at the
end of

the
Year

CA 2015 1 1 1 0 0 0 1
2016 1. 0 0 G 0 0 1,
2017 1 1 0 0 0 0 2

Total 2015 1 1 1 P 0 1 :i
s 2016 1 P 0 0 0i Q 1

2017 1 1 0 0 0 , 0 2

Item 20(4) Table -
Status of Company or Affiliate Owned Outlets 

For years 2015 to 2017

State Year Outlets Outlets Outlets Outlets Outlets outlets
at Opened Reacquired Closed ,Sold to at the

Start from Franchisee end of
of Year Franchisee the

Year
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GA 2015 12 0 0 3 ! 0 9
2016 9 ,0 0 3 0 6
2017 6 1 0 0 1 6

Totals 2015 12 0 0 3 Q 9
2016 9 0 0 3 0 6
2017 6 1 0 0 1 6

Item 20(5) Table
Projected Openings As of Dec. 31, 2018

.State Franchise
Agreements Signed 

But Outlet Not 
Opened

Projected New 
Franchised Outlet 

In The Next 
Fiscal Year

Projected New 
Company-Owned 
Outlets In The

Next Fiscal
Year

California 0 1 0
Total 0 1 0

If you buy Tom :N Toms franchlse,/ your contaeb information may be 
disGlosfid to other buye-r.s When you iea-ve the; franchise system.
Because Tom, N Toms .Coffeehouse, franchise has yet to. be offered, there 
is no available list of current franchise.es or ariy .franchisee who had 
a Coffeehouse: terminated', eanceledv not renewed., or otherwise 
vo.luntar.il.y or involuntarily .ceased to do. business during the most 
recently completed fiscal year or who has not- communicated with' the 
fran.chisor within 10 weeks of the disclosure dOeument issuance date,.

In some instance'.s, current and former franchisees sign .provisions 
.restricting their ability to spea.k openly about their experience with 
Tom, N Toms franchise.. You may wish, to speak With, current and. former 
.franchise.es, but be. aware that not all such franchisees will be able, 
to communi.ca.te With you. During our, last ,3 fiscal years., we h.aye hot 
signed any confidenti.ality clauses with c.urreht or former frahchisees. 
which restrict them, from, .speaking opehly with you about their expefi.encei 
with us.
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ITEM 21
FINANCIAL STATEMENTS

Attached to this Di-sclosure' Document as Exhibit H is our audited 
financial statements as of December 31,, 201-5, December ,31„ 2016, and 
December 3'1, 20;il,. Our fiscal .year end Is December 31®'".

ITEM 22 
CONTRACTS

Ail agreements prop-osed fOr .Use in this State are attached to, this 
Franchise Disclosure Document as follows?:

E^IBIT C- Franchise Agreement 
EXHIBIT 0- Area Development Agreement

ITEM 23 
RECEIPT

The last page of this Disclosure Document contains a detachable 
^Receipt form which you must date, sigh, and return to us immediately 
upon, your receipt of this Disclosure; Document.
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EXHIBIT A

STATE ADMINISTRATORS/AGENTS FOR SER^^GE OF PROCESS

'CALIFORNIA

Department of Business Oyersight 
Suite 7-50'
320, West 4th Street 
Los Angeles,, CA, 90G13 
C2l3!J 73:8-27.41
Toll Free No.:. 1 8,6'6 27:5 2677

Agent: Caii.fornia Commissioner of 
.Business Oversight

HAWAII

Se.Qurities; Examiner 
1010 RiGhards Street 
Hono 1 u l.u, Hawal i 9:6813 
{'808) 548--20'21,

Agent: Directd'r of Ha^waii 
:De;p.artment o.f 'Commeree and' 
Consumer Affairs

ILLINOIS

Franchise Division 
Office of At:torney .General 
5.00 South Second .Street 
Springfield, Illinois 62'70i6 
(2,17) 782-4 4 6:5

Agent.: Illinois Attorney Generai

:M‘R^LAND

Office of the Attorney Gene.rai 
S'e'Curdties Divls.ion 
300 St.. Paul, P.Iace 
Baltimore, Maryland' 2,1202—2:02 0 
(■41,0) 5'7 6-'6360 '

Agent: Haryland Securities 
Commissioner 
200: St-. Paul Place 
Bal.timore, Maryland 2l20,2:-20'20

MICHIGAN

Consumer Protection: Divisi.on 
Antitrust and ’.Franchise Uni.t 
Michigan, Department of Attorney 

General
670 Law Building'
Lansing, Michigan 4’8913 
(:517) 373-7T7T

Agent:: Michigan Department of. 
Commerce corporations and 
Securities Bureau

MINNESOTA

Minnesota. Departmeht, of Commerce 
85 7'^*’ Place East,. Suite 50,0 
St. Paul,, Minne:SG.ta 55101.-219:8 
(.6 51.) .2:9'6-40,26

Agen,t: Minnesota Commissioner O'f 
'Commerce
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INDIANA Nebraska

.Franchise Section
Indiana Securities DiYision
Room E-I1I_
'30:2 West Washihgton Street. 
Indianapolis, Indiana 4 6204> 
(31.7) 232-.668I

Nebraska Department of;
Banking and Finance 

1200 N Street 
P.O. Box' 9.5006
Iincoln,,. Nebraska 68'5O9-50O6

.Agent: Indiana Secretary of State 
Indiana: Securities Di.visipn 
2,01 State House.
Indianapolis,/ IN 4i,6204

N>EW YORK

'Bureau of Inve.stor Protection and 
Secdrities
N:ew York State Department o;f Law
'-23rd Floor
:12.0 'Broadway
New York, New York 10'27l
.(212) 416,-8 2II

Agent.: New York, Secretary of 
State

NORTH DAKQ.TA

office of Securities Co.mmissiOher 
Fifth ’Floor 
60:0 East Boulevard 
Bismarck, North Dakota 585:0.5 
(7:01). 32'8k2 91,0

Agent-: iNdrth, Dakota Securities 
Conrav:i,s;si.oner

OREGON

Department of Insurance and 
Finance
Gorpora.'te. Seeuri.,ties Section 
Labor and Ind'ustri.es. Building 
Salem, Oregon 973'10 
(;503„). 3'7;8-4:387

Agent:. Direcbo.r .of Oregon 
Department, of Insurance and 
Finance.

SQNTH, DAKOTA

Division o-f Securities 
c/o 1,18 We.at Capitol 
Pierre,. South, Dako.'ta 5'7-501 
(.605:;): 77’3-4.0I3

Agent: Director of South Dakota 
Division Securities

TEXAS

Secretary o.f State 
P.O. Box 12887 
Austin, Texas 7-8711

VIRGINIA

State Corporation- Commission 
1300. :E-ast 'Main Street 
Ricltn'pn.d, Virginia 2.321;9 
(8,0 4,)■ 371,-90:51

Agent,-: .Cle’r.k, of the State 
Corporation Commission
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'RHOBE. I S LANE): WASHINGTON

Diyision of Securities 
Suite 232
233, Richmond Street 
Providence., Rhode Island 02903 
('401) ,2'22-304'8

.Agent: Director of Rhode Island 
Department pf Business. Regul.a.tion

WI'SCONSIIN

Director
Department of .Einaacial, 
institutions 
SeGUrities Division 
P.Q. 'Bdx 9033,
Olympia., WaShingtoh 9'8i507 
(360) 90,2-87:60

Agent:. Securities Administrator-, 
Director, of Department, o-f 
Financial Institutions

Securi.ties and 'Franchise 
Registration
Wisconsin Securities Gommission 
P..O.. Box 17€8 
Madis.on, Wisconsin 53.703 
(608;) 2 66-8S'f5 9

Agent: Wisconsin Gommissione-r of 
Se.curities
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EXHIBIT B

STATE SPECIFIC ADDENDUM
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California

THE 'CALIFORNIA FRANCHISE INVESTMENT LAW REQUIRES THAT 
A, GORY OF- EACH PROPOSED. AGREEMENT RELATING TO THE GRANT OF 
THE. franchise. BE DELIVERED TOGETHER 'WITH THE DISCLOSURE 
DOCUMENT'.

Neither the frahehisor nor any person identified in 
Item 2 of this Disclosure Do.oiMe'nt is subject 'to. any 
currently effective’ order of any national securities 
.asseciati.dn or national seGurities ex-change, as defined, in 
the Securities Exchange Act of 193A, 15 U.S.G^.A; 78a et 
seq., suspendinq dt expelling the: pers-on from, membership in 
the association o.r exchange.

California Business and Profession's Code .§§ 20'DO,0‘ 
through, 20.04.3 provide: righ.ts to the' f ranehisee concerning 
termination, trans.fef or non-renewal o.f a franchise. If: 
the Franchise. Agreement contains a provision that, is 
inconsistent with the law,, the: l,aw will, control.

The: Franchise Agreement provides for terminati.on upon 
ban.krUpt.C'y. This provision may not be enforceable 'unde.r 
fed'.Oral bankruptcy law (11 U. S..C,,.A. Se.C.. 101 et seq.)

The Franchise Agreement contains a Covenant hot to 
compete that continues after the termination of the 
franchise. This provision ma.y hOt be enforceable under 
California law.

Under both, the California Franchise; Relations. Act and. 
the Franchise Investment Law, a provision in a Franchise 
Agreement that require,s’ you ,tO waive your rights unde.r 
e.-ithe'f or both ;of these I’aw.s i.s void.. We will not req.uest 
that you waive your right's under .California franchise laws',

Section 31125 of the California Co'fporations Code’ 
requires the franchisor to give the franchisee a special 
dis.cios.ur.e document before soliciting a p,ro,po,s:ed ■material 
modification of an existing franchise:.

The. .ffanGhise: agreement and development, agreement 
contain .a liqui,da.te.d damages clause. 'Und.e.r, California. 
Civil Code; -Section 16'7l, certain liquidated' d'amages' ■claus:es 
are uhe n force.ab le.

The franchis.e agreement and, development agreement
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requires binding, arbijUratlon.. The arbibra.tion will pcgur' 
at L.qs, Angeles, and the arbitrators have the dlsicretion to 
assess the costs of arbitrati.on/. Including reasonable 
arbitrators' and attorneys' f.eeS' in, pro.portlohs as the 
arbitrators may determine^. Prospective: franchisees are 
.encouraged to- consult private legal counsel t-.o- determine 
the: applicability of California and federaf laws (such as 
Business and Professions' Code: Section 2b0f0-.5-, Code of 
Civil, Procedure Section 12:81.,, and the Federal Arbitrati.on 
Act) to any provisions of a franchise agreement restricting 
■venue to a forum -outside the; -State Of California.

YOU must sign a general release of claims if you rene\^ 
■or- transfer your .franchis’e. California Corporations Code 
Section 3i51'2 voids a .waiver of your tights under the 
Franchise .Inyestment Law (California Corporations Code 
Sections 310-00 through 3,1516) . .Bus,iness and Professions 
Co.de Section 2!0O1,O vo.ids a w.aive-r of your rights .under the. 
F-ranchise .Relations Act (B.usiriesa -and Professions Code 
Sections 200'00 through 200.43)..

O.UR WEfiS:IT.E AD-DRESP IS HTTP :./,/W,W.W . TOHNTOMS-.COM., OCR 
WEBSITE HAS NOT BEEN REVIEWED OR APPROVED BY THE CALI.FORNIA 
DEPARTMENT OP HUS.INESS OVERSIGHT. ANY GOMPLAINTS 
CO.N.GERNING THE CONTENT OF THIS- -WEBSITE .MAY BE DIRECTED TO 
THE CALIFORNIA. DEPARTMENT OF BUSINESS OVERSIGHT AT. 
www.:dbo.ga.'GOV.

rilinois

Many s'tafes have stat.us concern.ir.g the relationship 
between franchisor, and. franchisee.. Th.ese statutes deal 
with such matters as renewal and termination -o.f franGhises. 
Provisions o.f this sort will prevail over, inconsistent 
terms in a fran.chi.s:e agre:ement..,. Illinois -has sU-eh a 
statute (915 ILCS 7'05/19 and 705-/;2;,0). .-

The Franchise Agreement provides fox termination upon 
bankruptcy-. Thi:s provi.sion may not be- enforceatol;e, under- 
federal ban'kruptcy law (II U. S,.,G-. A,. Sec, 101 ,et s-eq. ) .

The Franchise Agreement incl.Udes a choice of law 
clause .designa.tingi another 'state's la.w- as the governing 
l,aw.- Under Illin.oiS law, a Franchi.S'e Agreement may hot 
provide for a choice o;f I'aw of any state o;ther than 
.Il.llnois. Accordingly, Item .17- w. is amended, to State-
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"none" nndeir the' heading for "Suimnary,." The! Franchise 
Agreement is amended to omit Section XXV.

The Franchise Agreemeht requires franchisee, to sign a 
release of claims, as a eohdition, for transfer or renewal of 
the, f'ranchise. Under the law of Illinois, any provision 
that purports to find a person aeguiring a franchise to 
waive compliance with the franehise disclosure law of 
Illinois is void. Accordingly^ insofar as the Franchise 
Agreement requires franchisee to waive franchisee's rights 
undet the Illinois frandhise law,, these requirements are 
deleted from the. Franchise Agreement. This provision Will 
..not prevent the franchisor from pe'quiring franchisee, to 
sign a release, of Claims as part ,of a hegotiated settlement 
,of a, dispute.

Maryland

The, ,FraHChis,,e‘ Agreement provides for termination upon 
bankruptcy. This provision may not .be enforCeabl'e under 
federal bankruptcy law 111 'U,S;C,.A. Sec,. 10,1 et seq.

The Franchi'se Agreement says' that, franchisor may 
require franchisee to, si,gn a release of claims, other' tha'n 
claims that may hot, be. waived in advance Under applicable 
law, as a -condition of renewal or transfer of yOUr 
ffanchise!. Under Maryland law,, the- release will ho't apply 
tO‘ any liability under, the Maryland, Franchise Reg.istration 
and Disclosure, law.

Under the Franchise Agre.ement;, franchisee must, 
disclaim the occurrence! and/or acknowledge; the, 'non- 
occurrence of acts that might cons,titute a violation o-f the 
Maryland franchise law.., These representations are not 
int.ended to nor do they act as a, release, -estopp.el o,r 
waiver of any l.iability inC-Urred Under the Maryland 
Franchise Registration a'Ud Disclosure Law.

•Any claims arising under the Maryland Franchise 
Registration a'.nd Disclo.S;ure Law must be brought within 
ttfee- years after the franchise! is granted.,

Michigan,

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

(a) A: prohibition on. the right of a franchisee to 
join On association o:f franehises.

(b.), A requirement that a, f ranchiseo' assent to a 
.release^ assignme:nt, novation, waiver or estoppel which 
deprives a franchisee o'f rights and proteGtiohs provided in 
this apt. This, shall not. preblude a franchisee,., after 
entering into a franchise agreement, from^ settling any and 
all claims..

(c) A provisi.on that permits a franchisor to
terminate a franchise prior to the. lexpiration of itS; term 
except for goo.d cause. Good cause shall, include the. failure 
of the franchisee to comply with sn.y .lawful, provision o.f 
the franchise .agreement and to cure such failure after 
being given written notice thereof and a reasonable 
Opportunity, which in. nO event need be more than thirty 
(3O’) da^ys, to cure such failure,.,

(d) R provision that pe.rmits a .franchisor to re,fuse 
to renew a franchise without fairly compensating the 
franchisee by repurchas.e: or other means for the fair market 
value at the time of expiration of the franchisee''s 
inventory, supplies, equipment, fixtures and furnishings. 
Persona li.zed materials which have no value to the 
franchisor and. inventory, supplies,, equipraent, fixtures, and 
furnishings hot. reasonabl,.y' required in the, conduct of the 
franchise, business are not subj.ect to compensation., This 
subsection applies only if;, (i), the term o;f the franchise 
is less than five (.5) years.,^ and (il) the franchisee; is 
prohibited by the franchise' or other, agreement from, 
continuing to iconduc-t substan.tially the same bus.iness under 
another trademarkv, '.serviGe mark, trade .name, lo.gotype, 
advertising or other commercial .symbol in the, same, area 
subsequent to the expiration of the franchise, o.r the 
franchisee; does not receive at least Six- ,(:6) months' 
advance notice; of f.ranchis.or''s intent not to renew the 
franchise.

(e) A provision that permits the franchisor to refuse 
to rene.w a franchise oh terms generally available to other 
franchiSe.es -of the same; class or, type under similar 
circumsta'nce-s;. This section does; not require a. renewal 
provision.
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(f) A provision requiring that .arbitration or
litigation be conducted outside, this state.. This shall not 
preclude the franchisee from enteting into an agreement, a,t 
the time of, arbitration,. to conduct arbitrati.oh at a 
location outside this states

!(.g) A provision which permits a franchisor tO' refuse 
to permit a transfer of ownership of a ,franchise, except 
for goo’d canse. This subdivis'lon does hot prevent a, 
franchisor from, exercising .a right of first refusal to. 
purchase the franchise. Gjood, cause: shall .Include, but is 
hot limited to:

(1,), ,Fall.ure of the proposed transferee to: meet 
the franchisor's then-current reasonable, qualifications or 
standards.

(ii) The fact that the proposed transferee is a 
competitor of the franchispr or sUbfranchls.or.

(ill)’ The; u.nw.illingnes.s of the proposed 
tra'nsferee to agfee in writing to comply .with, all lawful 
,bb ligations.

,(iv:) The fail.ure of the franchisee or proposed 
transferee, to pay any s-ums owing to< the. franchisor or to 
cure any default in the franchise a.greement existing at the 
time of, the propose,d transfer.

(,h) A provision that requires the franohisee to 
resell to .the franchisor items that are npt. Uni.quely 
identified 'with the fran.chls.o.r.. This. Subdivision doet .not 
prohibit a provision that gran.ts to a fran,chis,or a right of 
first refusal to purchase the ass'ets, of a franchise on, the 
same terms and conditi.ons as a bona fide thlr,d party 
■Willing and able to purchase those assets', nor does' this 
subdivision prohibit a provision, that grants the fran,chiso_r 
the right to acquire the. assets of a franchise for the 
mar'ket or app.raised value of such, assets if the franchisee 
has breached the lawful provisions of the franchise 
agreement and has failed, to cUre .the b.reach in the manner 
provided in, subdivision (c.) .

,'(i) A provision which permits' the franchisor to 
directly or indirectly convey,, assign or Otherwise transfer 
its obligations tO' fulfill contractual obll.gatlons to the
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fr.an.chi.see: unless proyislon, has been made for providing the 
required eontractual services.

THE FACT THAT THERE IS A NOTICE OF THIS OFFERING ON 
FILE WITH THE ATTORNEY CTNERAL DOES NOT CONSTITUTE 
APPROVAL, recommendation OR ENDORSEMENT BY THE ATTOR^Y 
GENERAL.

A FRANGHISE SHAfL ISIpT BE SOLD IN THIS STATE WITHOUT 
FIRST EROVrDING TO THE PROSPEOTTVE FRANGHISEE, AT LEAST TEN; 
(■i:0,), BUS.INESS DAYS BEFORE ’THE EXECUTION BY THE PROSiPECTIVE,’ 
FRANGHISEE OE ANY BINDING FRANCHISE OR OTHER AGREEMENT OR 
AT LEAST TEN (lO)' BUSINESS DAYS BEFORE THE RECEIPT OF ANY 
CONST DERATION,. WHICHEVER, OCCURS FIRS.T, A, COPY OF THE;
disclosure Statement described in this statute.

,i:f the, franehlsor's m;o,st fe.Geht financial .statements 
are unaudited and show a net worth of leas than $1.00,00;O/ 
fr.ah.chi'See has the fight to,' request an escrow' arrangement.

to:
A.hy questions regarding this notice shojuld be, directed

Ccnsumer Protection Division 
Attn: Me'rilyn McEwen 
6'70 Law Building 
Lansing, Michigan 4,891.3 
C517), 313-7117

Minnesota

The: Eranchise Agreement requires binding arbitratldn. 
The arbitration, will oCcuf in a state other than Minnesota', 
with costs being borne by the non-'pxevailing party. Under 
Minnesota Stat.u.tes § 80C„21 and Minnesota Rule Part 
.2;86’0.4,400.J, this: provision may not in any way invalidate or 
reduce any of the franchise owner''s figh'ts, that are listed 
in. Chapter 80C: of the Minnesota Statutes,.

The_ Fr-anchise Agreement requires application of the, 
laws of a state other than Minnesota. Under Minnesota 
Statutes §■ 8DC.:21 and Minnesota Rule Part 2'8 60.4,40,U J, this 
provi.sion may not in any way invalidate or reduce any of 
the frarichiise owned'S rights that are listed, in Chapter 80C 
■o:f the .Mirtnesota Statutes.-

'With respect to franGhises governed by Minnesota law, 
the franGhis'or will comply with Minn. Stat. Sec; 80'C. 14,,
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Subds.. 3, 4;, and 5‘ which EequiEe,, except in certain 
specified cases,, that a franchip'ee be given 90! days notice 
orf termination (with 6:0 days to cUrre) and 1:80 days notice 
of rion^renewal of the Franchise Agreement.

The. Franchise Agreement requlr.es you to sign a, release 
of claims as' .a condition of .renewing -or' transferring a 
franchise. Minnesota Rule Part ,2,:860,. 44'0:.0J' prohibits^ 
franchisor' :fr©m' requiring franchisee to sigh a release of 
claims arising under the. Minnesota Franchise Law.
Therefore,, any .release we require; you to algn will exclude 
.claime arising under tfiU Minnesota Franchise Law.

The Franchise, Agreement provides fhat franchisor is’ 
entitl.ed to a temporary injunction or decree of' specific 
performance-,. The Franchise Agreement, Is amended tO: provide 
that we are entitled to see-k a t.emporafry injunctidn or 
decree of specific perfo-rmance if we can demonstrate to, a 
court of competent jurisdic;ti.on that there is substantial 
likelihood of franchisee''s breach or threatened breach of 
any of the- terms of the Franchise Agreement,, not. that 
fran.ehlsor is necessarily entitled to obtain this relief.

Under Minnesota law, any claim' ,afis,ing under §80C may 
be brought within three years after the ca.use of action 
accrues. The Franchise Agreement is amended to- provide for 
a thlee-year period within which to. bring any Minnesota 
cl.alms.

New York

THE ;FRANCHIS0'R may,' if it GHOOSES,,, negotiate WITH 
FRANGHISEE ABOUT, ITEMS COVERED IN THIS PR0S.,EEGTUS .
HO.WEVER,, the: FRANCHIS'OR GANNOT USE THE NE.GOTIATING PROCESS 
TO PREVAIL UPON' A PROSPECTIVE. FRANCHI'SEE TO ACCEPT TERMS 
WHIGH ARE LESS; FAVORABiLE. THAU THOSE SET FORTH IN THIS 
PROSPECTUS,.

Except as stated in Item. 3 of this Disclosure 
:Dpcument, neither the franchisor, its pred'ecesso.r or 
predecessors nor any person or sales agent identified in 
Item .2 of this Disclpsure :Dpcument(i ) .has pending any 
administrative,, criminal, .or material, civil action, (Or a, 
significant Humber of civil, actions irrespective of 
materiality) alleging a felony, vi.o.latipn of any franchise 
law. Securities Taw, fraud., embenzl.ement,. fraudulent 
Cpnvers:lon.> restrainit 'P.f trade> unfair or deceptive.
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practice's., :mdsappfop.riation of property or comparable 
allegations,; (ii;)' has been convicted of a felony or pleaded 
holo' contendere tO' a felony charge or, within the 1.0-year 
period immediately preceding th.S' application .for 
registration, has' been convicted of a misdemeanor or 
pleaded nplo contOndere to a misdemeanor charge or been 
held liable in a civil, action by final j.udgment or been the 
subject o.f a material complaint or other legal proceeding 
if siiCh misdemeanor conviction or charge or civil acti.on,- 
compl,aint or other legal pro.ceeding in.vo.lved v.iO'lat.ion of 
any franchise law,, securities lady fraud, embez-ziement., 
fraudulent convers.ion,, restraint of trade,; unfair or 
deceptive; praGtiGes,; misappropriation of property or 
Gompara'ble allegations; (iii): is subject to any injunctive 
or restrictive order .or decre.e relating to franchises or 
under Federal, or’ State, franchisey secur'itie.s, antitrust, 
trade regulation or trade practice, .law aS; a result Of a 
Concluded or pending action or proceeding brought by a 
public agency.

Neither the franchisor, its affil,ia,te,. its 
predecessor.,' o.fficersi, nor general partner during the 10- 
year period immediately before the date of the Disclosure 
Document: (a) filed as debtor for had filed against it) a
pe’tition ,to start an action under' the U.iS. Bankruptcy Code; 
(b): obtained, a dl.scharge of, its debts under the: bankruptcy 

code,; o.r (c.) was a principal officer, of, a company o.r a 
general partner in a partnership that ;e:ither fil.ed as a 
debtor (or had filed against it) a petition to .start an 
action under the U. S,. Bankruptcy Co.de or that ob'tained, a. 
discharge of its debts .under th.e U,. S. Bankruptcy Cche- 
during or wi.thin 1 year after the offiper or general 
partner of the franchisor held this position in the company 
or partners’hip.

The introduetion to Item. 17 is amended tp read as 
follows::

THIS ThBLE LISTS CERTAI'N IMPORTANT PROVISIONS OF THE 
FRANCHISE AND RELATED AGREEMENTS RERTAINING TO RENE.WAL, 
TERMINATION, -TRANSFER., AND DISPUTE; RESOLUTION, YOU .SHOULD 
READ THESE PROVISIONS IN THE AGREEMENTS' ATTACHED TO THIS 
DISCLOSURE document,,

The Summary column of Item' l7:d is amended t.o read:
"You may terminate upon any grounds permitted by law.7'
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The. .Summary eolumh of Item 11 j is' amended to read,: -We 
:may assign only to a finanelall.y responsib.l.e assignee that, 
we reasohabl.y believe is eap.able of performing its. 
obiiga'tiohS under tbo frandhise agreement and which 
expr.es'sly aas.umes theae obligaitions in writing,"

The Summary -eolumn in. Item 17w -.i.s amended to add bhe 
.following: "The foregoing ehoiee of law^ Should hot be
considered a waiver of any right conferred upon you by the 
Ge-norai Business Law of the. B.tat,e of .New .Y.o.rk, Article 33."

.North PaJcpta

In .North Dakota, the Di.sclo.sure Doc,ument is amended as 
follows to .conform to. North Dakota law:

Item 17'C is .revised, to omit any re.quirement that- a 
general release be s.lg.hed as a conditioh Of renewal.

item 17r .is amended to add the following: "To- the
extent that covenants not to compete .apply to periods aftor 
the term of the. franchise, they are generally considered, 
unenforceable in the State of North Dakota."

Item 17u is amended to omit any 'reference to the 
location or medi.atioh o.t- arbitration,.

item i7w is amended, to state, "None,"

lUipde Isiand

The Eho.de Island Securities Division requires, the 
following specific disclosures to be made: to prospective 
Rhode island, franchisees.:

In spite of the provisions of Item, 17v and Item 17w of 
the Disclosure. Do.oument, any litigati.on o.r arbitration 
arising under the Franchise Agreement will take pia.ce in 
Rhode Island or. other place mutually agreed to ,by the 
franchisee and franchisor.

To the extent required by § 19-28.1-14’ Of the Rhode 
Island Franchise Investment. Act,, the Franchise Agre:ement. 
will .be gove.rned ,by the laws of the State of Rhode Island.
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South Dakota

The FranGhise Agreement ihcliadeS' a cowenaht not to 
compete after termination of the franchise.. Covenants hot 
t.O compete upon termination or- expiration of the, Franchi.se 
Agreement are: generally unenforGeable in the.' State of South 
Dakota., except in cer'tain instances provided by law. The 
Franchise .Agreement provides for arbitration in a state 
other than -S.outh Da.kota. Under South Dakota iaw., 
arbitrati.on must be conducted at a mutually a.gre.ed upon 
site in ac'cordanc.e with §11 of the Commercial Arb.itra.ti.on 
Rules, of thd Ametlican Arbi.tr,ation Association.,

The Franchise Agreement, .designa.tes the iaW, of a state 
Other' than, South Dakota, a's the governing law, except that, 
trademark issues, are to, be- under the Landham Act,
Franchis.e registration, empl.oyment^ covenants not to 
.compete,, and other matt.ers of lo'eal 'coneerh will be 
governed by the laws of the State of South Dakota, but 
:eontractual and all other matters will be subject, tO 
applicati.on, const ruction, enforcement and i.nt.e.rptetation 
under the governing 1-a-jy specified, by the Franchise 
Agreement.

Under .Sduth Da'kOta lawv any provision in a Franchise 
Agreement which designates ju-ris,diction or venue, or 
requires the. .f:ran.chis,ee to agree to jurisdi.Gt.ion or vehue' 
outaide: 'South Dakota is void 'wi,th respect to any cause o.f 
action which i,s governed by the law of :South Dakota.

Under South Dakota law,- termination provisions 
covering .breach of the Franchise Agreement,, failure to meet 
p.e'rformance’ and quality ,s,tandards>, and fa_ilure' to make 
roya.lty payments contained., in the' Disclosure Document and 
.Franchise Agreement .must afford, a. franchisee thirty ('3Q) 
days written notice with an opportuhity to cur the default 
pri.or t©' termination. Under SUL 3g-5A-,8.6, any condition, 
sti.pulation o-r p.rovision purporting' to waive compliance 
.with any provis-ion of this chapter,^ or any rule or Order is 
avoid.

•An acknowledgment.,, provision, disclaimer or 
integration clause or a provis.iGn having a s.imilar effect 
in a Franchise Agre.emeht does not .negate or act to remove 
from judicial reyie-w any statement, misrepresentation or 
action that would, violate the South Dakota franehise law or. 
a rule -or order under the South Dakota. f'ran.Ghise law.
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Washington

The State of Washington has a statute,, R.CW 19,. 100:.1:80, 
that may supersede the rranchise ftgreemeht in your 
relationship with the franchisor, including the areas of 
termination ahd renewal d.f your franchise. There may' also 

■be court de'Gision,s which may supersede: the Franchise 
Agreement, in your relationship with the franchisor, 
including the areas- of termination and renewal of the 
frandhis'e.

In Washingto'n, provi.sions of the. Franchise, Agreement 
which unreasonabiy limit the Stat,ute of limitations or 
remedi:es under the Washington, Franchise investment Act.,
Sjuch ,as the right to j'ury trial, may not be enforceable.

The Franchfse- Agreement requires appl.ication o;f the 
laws- of S; state pth.er than Washington. If there is a 
conflict o,f la,ws', the provisions' of the Washington 
Franchisennvestment Protection Act-, ChaP- 19.10,:0i RGW,, will 
.pre-vail^.

The Franchise Agreement requires, franchisee to sign a 
release of claims as' a condition of renewing or' 
transferring the franchise. A release or, waiver of rights 
s,igned by a .franchise owner m'a.y not include rights under 
the Washington Franchise Investment ProteCti.on Act..

Under Washington law, transifer fees may be collect:ed 
only to the extent that they reflect the franchisor''S' 
reasonahle .ostimated or actual cbsts in :connectio:n wifh the 
transfer.
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EXHIBIT C

TOM N TOMS COFFEE 

FRJmCHISE AGREEMENT
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the

TOM N TOMS COFFEEHOUSE;

FRANCHISE AGREEMENT

THIS FRANCHISE .AGREEMENT, ("Agreement"), is made: and entered into
da.y :of: 20' , between Tom,

N Tbms EranGhi'Se;, tLC, a California limited liability company whose 
principal addreas is 3436 Wilshi-re Blvd,., Suite 20:9,0,, Lbs Angeles,. CA 
:90O;2O ("-EranGhisor" or "Company'-'),, and  
residing at

. ("Er'ancMsee")-.

RECITAliS;:

A,. Eranchisor franehises certain the pperation of a
coffeehouse., known as. "Tom N Toms"', featuring ipremium coffee products 
and Gomplemen.tary food and beverages ("Menu Items" o'r '^Pr.o.ducts'") and, 
provide carry-o.ut and On-premises, dining services ("Coffeehouse"'') . 
Eranchisor's Coffeehouses are operated .under certain trademarks;, 
service marks;, logos and other co;nmierCial symbols,, including without 
limitation "Tom N Toms'" and ''^T'om, N T'oms Coffee'' '(■collectively 
"Marks, and pursuant, to certain confidential information and trade 
secrets.. Menu, Items are prepared according to, proprietary recipes and 
procedures 'and use high 'quali.tY ingredients,, ineiuding without
limitation, high quality and S,peCially roas'ted and, blended coffee, 
beans. ('"Ttade Secret Food' Products,",) . Tom N Toms Coffeehouses, are. 
opera.ted with uniform formats., designs, systems', methods,
specifications,. standards and proGedureS',, all of 'which may be
improved,, further developed ot otherwise modified' from, time to time hy 
'Eranchisor '("System") .

B„ Franchisor grants to persons who meet Franchisor's
qualifications and who are. willing to undertake the investmen.t and
effort, to establish and develop a -Tom; jS!'. Toms Coffeehouse, a franchise 
to own and Operate, .such, a Coffeehouse,, offering the Products and 
services, approved by '.FranoHl.sor and utilizing Franchisor's .formats,
designs, methods, specifieat.ions‘, standards,, operating procedures and 
the Marks.

C. . .Franchisee received a copy of Franchisor's Franehise
'Bisclostre Document ('^'FDD"), -which contains a, copy of this Agreement., 
at least fourteen (14) calendar days before executing this Agreement.

D. . Franchisee acknoWl.e.dges that Frahchisiee has read this
.Agreement and the F.DD and that Franchisee unders-tands and aecep.ts the 
terms., conditi.ons; and covenants: contained in. this Agreement as- being 
reasonably necessary to. .maintain Franchiso.r' S high standards of
quality and service, and the uniformity of those, st'andards at all Tom N, 
Toms Coffeehouses in order to protect .and preserve the goodwill of the. 
Marks..
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E,. Eranehlsee,: (1) ackn'6Wle:dges that FranGhis'ee has: conducted
an Independent investigation of the 'business contemplated by dhis, 
Agreement.; (ii) recognises that^ like .any other business., the nature 
o,f the business conducted by Torn .N Tprus GoffeehouseS' may evolve and 
change .over timej; (.iii.) acknowledges: that an investment in a T;om' N 
Toms coffeehouse, involves', business risiks; and. {'iv), re:cogniz:es that the, 
s.uceess' of the venture is largely dependent upon the business 
abilities .and efiorts Of Franchisee,

F,. Franchisor expressly disclaims the making of, and 
.Franchisee acknowledges: that Franchisee' has not received or relied 
upon,- any warranty or guaranty,,, express or implied, as to the 
re„venues, profits or sucees.s of the business venture contemplated by 
this .Agreement. Franchisee:; :(.i.) acknowledges that Franchisee .has riot 
received or relied On .any re.preseritatidns about the franchise by 
Franchisor, or its officers, directors, employees or agents, that are 
contrary td the statements' made in Franchisor's- FDD or to the terms 
and conditioris contained in this Agreement-; and (ii) represents' to 
Franchisor, as an ind.uce'ment to Fran.chisor to. enter irit.p this 
Agreement,, that Franchisee has made .no misrepresentati.ons iri obtaining 
the franchiS'e..

G-. Franchisee ha'S applied for a -frarichise to own .arid, opera,te a 
single Tom N Toms Coffeehouse at the premises identified in Article I, 
below, arid the; ,app,lication has beeh, approved by Franchisor in reliance 
on. all of the: representations made, in the application.

In corisideratio.n of the above ,re:citals and the mutual promise.s 
and. covenants made in this Agreement,. FranChisbr and Franchisee agree' 
as follows:

ARTICLE I
GRANT OF FRANCHISE AND EXCLUSIVE TERRITORY

1..1, Subject to the iterms and Gonditions contained In this: 
Agreement, Franchisor grants; to Franchisee the right to own and 
operate a Tom N Toms Coffeehouse at.-, and only at, the premises' 
approved by ;Eranchisor in a.Gcordance with the. provisions of this 
Agreement (the: "Coffeehouse"')',, and to use the Marks, in the operation 
of the Go:ffeehouse,.

1,2 .Dnless an approved Ideation has- ,'beeri. selected by Franchisee 
at the time this Agreement is executed. Franchisee shall select the 
Ideation, of the Coffeehouse,, subject, to Ff anChisor' s apprdval, within 
the timeframe aS' p.rovide.d in this Agreement..

1 ...3 The. franchise .locatidn and terrltdry set forth .In Exhibit, 
"A" may not be altered or changed by Frahehis.ee without Franchisor's 
■prior written apprdval; In the event there is such an approval, the
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new franchise, location- shall become the '".Franchise rLocat’ion'" under the: 
terms of this .Agreement.

Exclusive ’Territory::

1;.4 Franchisee shall have an .exf.l.h's’ive territory {.the 
"T.eff.itory") that will lencompass a, specific area which is determined 
based on whether or not Franchise Loeafion is located in the "Bus'iness 
Zone..." The Business Zone refers to an area cpncehtrated with high- 
density commercial businesses designated by Franchisor in its 
r'easonabie discretion., taking into conside,ration :such. demographic 
factors as population densit.y and. sice, ethnic -make-up, 'persdns- pe.r 
househoid, income level, residential/commercial, mix,, and population 
age,; traffic patterns, parking, and access i.ssues; neighboring 
business mix,,; rent and leasing terms;, and presence o:f any other nearb^ 
Tom N Toms Coffeehouses.. If Franchise Location is within the Business 
Zone,, Franchisee's Territory- shall measure, an area within two-tenths 
,(,0,2-) .mile' from Franchise Location.. if Franchise Location is not 
within a: Business Zone, Franchisee's Territory S'hall be ab area
measuring one-half (l,/2i mile from Franchise; Location. The specific 
boundaries of the Territory along with the epr-respohding map, shall be 
placed in writing and incorporated into this Agreement..

1.5 Franchisor shall determine the boundaries o-f the Territory 
under this .Agreement after Fr'anchise, Location is, approved. .Upon the; 
approval of Franchise Location,, Franchisor shall de.termine whether 
said the .approved location qualifies .as Busines:s .Zone,, and thereafter 
provide Franchisee the proposed, boundaries of the Territory.

,1.6 If Franchisee .refuses the Territory designated by
.Franchisor, the parties shall nego.tiate in good faith tO identify 
mutually acceptable boundaries for Franchisee's Territory consistent 
with Franchisor's policies-; provided, however, that if the parties 
cannot agree on such boundaries within thirty (IG) days after 
Franchisee receive-.s Franchisor's notice of si.te approval, the proposed 
site shall be deemed disapproved.

1.7 .As .long ,as Fidnehisee is not- in. def a.ult under, this 
Agreement, Franchisor: shall not operate,, or grant others the right to 
operate,, a Tom N TOms Goffe.ehouse in the Territory'. However., nothing 
ih Or elsewhere in this Ag.reement prohibits Franchisor from, engaging 
in the. following' activities in. the Territory.:

A- selling or permitting others to sell any pre-packaged 
menu items under the Marks or other names,, to, independent restaurants, 
convenience stores, grocery stores, specialty food stores, and 
department stores selling beverage items located within the Territory.

B:.i -Selling or permitting others- to sell any menu, items 
sold, at Tom N Toms coffeehouse,, or operating, (,or. granting Others the 
right to operate) a Tom N TOms Coffeehouse,., which is located at,, or 
within, any airport,^ rail or busi terminal., stadium, amuse.mertt park.
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public parfe, theater/ imilitary base, 'hospital or health care facility, 
educational, facili.ty, high density office location or other. ma,sS 
■gathering place entirely or partially in the Territory,

G, 'Selling or permitting others tO' sell any menu items 
sold at Torn N, Toms Coffeehouse, or pr'e-paclcage.d items, used to prepare 
any .beverage items sold', at Tom .N' Toms Go.ffee'ho.uses, under’ the Marks or 
other names from mobile units or carts, kiosks;, yendihg machines., or 
other mobi.i.e or stationery devices Which occupy less than, ,100' feet and 
are in the Territory.

D. ftdyertising and promoting the sale of, and selling ,- 
menu items .sold, at Tom N Toms Coffeehouses through the Internet or by 
using any other public .computer network electronie' communication 
method,, or by mail ord'er. Catalog sales or Co.rnparable methods that 
solicit order's and ib.usiness. from, customers. ,situated in the Te’rri.tory 
without requiring the customer's; phys.ieal presence, in, a Tom N, Toms; 
Coff.eehouse to complete the transaGtio.n.

1.7 Fran.chis.ee acknowledges that Ftanchisor, entities related
to Franchisor through common Ownership., and each .of their officers, 
directors, employees and agents, may engage in any an'd every activi.ty, 
within or o.utside of the Territory, whicti is not expressly prohibited 
by this Agreement. E-xcept for the xestrtctio.hs stated in this Section, 
this Agreement does not limit Franchisor's- right, to- use or license the 
Marks- or the System, or to engage, in> or license, any- other type of 
business aCtiyity, Whether similar to or d'ifferen.t from the Tom N Toms 
System.

l.,8, Eranehis.ee ackn.dwledges and agrees that Franchisee has no 
right, to iparticipate,', 'directly or .indirectly, in .any activity reserved 
by Franchi.sor, and that. Franchisee ha-s rtO .right to object to any 
activity reserved by Franchisor,.

1.9 Franchisor, in i.ts sole discretion,, reserves the right to 
app.roye exceptions or deviations from the System. F'rahehisee 
acknowledges it has np right to object to variances granted to others 
and to .claim against Franchisor for failing, to enforce; standards, of 
the; System, against other Tom N' Toms franchisees..

ARTIGLE Ii:
DEVELOPMENT AND OPENING OF THE: CC)FFEEHOUSE AND TERRITORY

Lease .of .Goffeehouse Premises:

2.1 Franchisor shall have the- right, ,in i.ts sole discretion, to- 
require:

A.. Franchisee to, .execute .a Site Location Addendum, in the 
'.form attached as Exhibit "D" tp this Agreement;
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B. Franchisee to conditionally assign s.uch lease to 
Franchisor (with' the consent of the less.dr/ if required) by
conditional lease asisignment provisions in, the .form, attached as
Exhibit, "C." t.o thie Agreement in, o.'tder to secure performance of any 
an'd all, of Franchisee's liabilities and obligatiohS, tO' Franchisor; or

provisions:
C:. That such lease contain substantially the following

1. '%n.ythlng contained in this lease to the Contrary 
notwithstanding, -Lessor agrees, that without, its .consent, this lease 
and the .right, title and interest of the Les's'ee, hereunder may be- 
assigned by the Lessee to TOm :N Toms Franchise,,, .'LLG, or its designee.."

2;. ''Lessee agrees' that, .Lessor may, .upon the written 
request, ,0f Tom N Toms- FranGhiSe', LLG, disclose to TOm U TOms Franchise, 
LLG all reports, .info.rmatip.n, Or .data in Lessor's poss.ession res.peeting 
saleS: made in, upon or .from the leased premises,."

3. "Lessor shali give: written notice to Tom ,N Toms 
'Franchise!, LLG (concurrently wl.th the g-iying of s.uch notice, to 
Lessee) of any defadlt by Lessee: under the Lease., and -Tom, .N Toms 
'Franchise, LLG shall have the right, in i,ts .sole disGtetiOh, to cure 
any such default. Such, notice s'hall, be sent to. Tom N Toms Franchise, 
LLC' at i.ts headquarters, o;r such other address as Tom N Toms Franchise,, 
LLG may from time to time specify ,in writing to Les.sor."

2.. 2 Franchisor shall have the right to approve the terms o-f any 
sublease or lease- for the premises of the Go-ffeehouse. If Franchisor 
'Cures any .'0010,010 by Franchisee under such lease,, the total amount of 
all costs and payments incurred by Franchisor in- effecting such cure 
shall be immediately due and owing by Franchisee to Franchisor.

2.3 .Franchi,see's execution of a lease or sublease for the 
location, for Franchisee's Go.ffeeh.o.use; .shall cohStitute acceptance by 
Franchisee of such location and site and the terms of 'Such. .lease and 
shall constitute a waiver of any claim, or rights' against Franchisor 
relating .to Franchisee's choice of such site -and, location,, and. ,of the 
terms of such sublease or. lease.

Development of Coffeehouse:

.2,. 4' Franchisor will furnish to Franchisee prototype or p.roto- 
.Style plans and specifications fo.r a, Cof f eeho.use, reflecting
Franchisor's, '.requirements for dimensions, exterior .design,. in,terio-r 
design and, layouf, image, building materials, fixtures,- equipment'., 
furniture,, signs and decor.

2.5 Within O.ne .hundred eighty ,(1,8!0). days' after obtaining
possession of the premises of the Coffeehouse and having been 
furni.s.he.d- with the above.-de scribed plans and specifications-.
Franchisee, will do Or cause to be done the; following;:
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Coffeehouse;
'Sec.ufe all financing requifed to fully develop the

B. Prepare, at - Franchisee's’ expense, and submit to 
E'ranchisof for' approval (which, •approval ma-y be 'granted or withheld, at 
Frahehisor’' s sol.e disdretlon) any proposed modl-fic’atidns to 
Franchisor's prototype or prot.d-style plans and specifications, which 
:may be modified only to the extent 'necessary to comply with applicable 
ordinances., building codes,, permit, requirements, and, lease or deed 
requ-irements and restrictions, all such modifications be'ing subject .to 
prior notification to, and approval by, Franchisor;

C, . Qbtain all required building,- .utility,, sign., health,
sanitatidh and business permits and licenses., and. any other required 
permits and licenses.;

®, Construct all required improvements to the premises,,
purchase and install all required 'fixtures and equipment and decorate 
the premises in compliance, with plans and specifica-tions approved by 
Franchisor; and.

E.. Purchase;, in accordance with .Franchiso.r's- 
specifi.cations, and, requi.remehts, an opening inventory ;0-f, proprietary 
beverag.e,/food items.,. Products; ingredients: and other products ah.d
supplies required fo.r the opening of the Coffeehouse.

,2.6. Franchisee shall use Franchisee''‘S best efforts to complete 
development and have the 'Coffeehouse .ready to o.pen within two hundred 
forty (:240) days after Franchisee- obtains possession of the premises’. 
All activities, incl.uding withcut limitation, (1.) 'Obtaining bids and 
concluding a contract with, a Sditabie general contrac-t'or pr
contractors for -the construct.i.dn of the' Coffeehouse; (2:) obtaining 
bids and concluding orders for the signs, fixtures, furnishingsi, 
equipment and operating, supplies and materials,; (,3); making all 
decisions Concerning the construction,, furnishing,, equipping and 
staffing of the,, Coffeehousei; (4) :maintaining a current and complete 
aCGounting, of the costs of development of the Coffeehouse;' and
(;5) supervising the construction; furnish'-ing., equipping, and Staffing 
of the Coffeehouse;, shall be .performed by Franchisee; in the time, 
frames hecessary to complete the development of the Coffeehouse on 
schedule- All. final decisions conce-rning the- development of the'
Coffeehouse which are discretionary ,and not dictated by F'ranGhisor'.s 
writ.ten, s.peeifieations shall be made by Franchisee.. Within, a, 
reasonable time after the conipletiOn of development.,, a final 
accounting of all costs of development of the CPf'feeho.use.-, along .with, 
copies of all cO'h.tra.ct.s,, .lien waivers, other paid receipts and
equipment, warranties;, shall be proyided by Franchisee to Franchisor 
when requested,. Franchisee may', at Franchisee,'s Option,,- purchase or 
lease equipment for the Coffeehouse.
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Fixtures, Equipment,. Furniture and Signs:,

2.7 Franchisee will use, in the cohstructiGn and operation of 
the' Coffeehouse,, only those brands, types or models of 'constructibn 
and decorating materials, fixtures,, e,quipment,- furniture and, signs 
that Franchisor has, approwedi for eoffeehouses as meeting its 
speci-ficatlph.s and standards for quality, de:s,:ign, aRpearance,, function 
and. performahee. Franchisee further agtees to place or display at fh’e 
premises of the Coffeehouse only .such, s.igns, .emblems, lettering., logos 
and display' materials' that ,a.f,.e from, time to time approyed in wri.tin.g 
by Franchisor, F.rahchi.see may purchase approved types or models, of 
Gonstfuction and decorating materials', fixtures., equipment, furniture 
and signs from any supplier approved or designated by' Eranehlsor 
fwhich may include- -Franchisor and/o.r its affi.liatesl. Which approval 
may not 'be unreasonably withheld,. If Fra-nGhisee proposes to purchase, 
any type or .model of Gonstructi.pn or decorating material, fix.tu’re, 
equipment, furniture or sign not then approved, ,by Fra'nchlsbr, an.d,/or 
any such item' from any supplier which is not then, approved by 
Franchisor, Franehiisee shall firs't notify Francdi.sor in writing and 
shall submit t,o' Franchisor sufficie.nt spe.cif ications,, photographs, 
drawings and/or other informatioh, or samples for a determination by 
Franchisor of whether such brand or type of eons.truetion or decorating 
.material, fixture,, equipment,,, furniture or sign complies with its 
specifications, and standards. Frahchisor may, in its sole .discretion, 
refuse to approve' any such item(s) and/or supplier (s), that does not 
meet Franchi'sor''-s standards or. specif i cat ions .

'Coffeehouse: Opening:

2,8 .Ffahchisee will, not open the Coffeehouse for business
until,;

A. Frah.ehisor determines^ that the Coffeehouse has been
constructed and equipped in accordance' with approved plans and
specifications;

B. Franchisee, and Eran'chiSee'’'s manager (:s) have completed
traihlng to Franchis.or' s; reasonable sa,tisf'aetion;,

C. The Initial Franchise: Fee and all other amo.unts due: tO' 
Franchisor under this, Agreement and, any other related agreements to 
which Franchisee is ,a party have been paidf;

D. Franchisdr has been furnished with, copies of all
insurance policie,s required by Article XII of this Agreement, or such 
other, evidence of insurance coverage' a_s Franchisor reques.ts; and

E. Frahchisee has completed all preparations for the, 
opening of the Coffeehouse., as. reasonably dete-rrnined by Franchisor,

2.9 Eranchisee will use its best efforts to, have the 
Coffeehouse ready to open for business’ wi.thih eight, (,;8) months after
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the date Franchisee's lease or ,sublease is exeGuted. Final approval 
by Franchisor of the opening of the Coffeehouse shall be given in, 
writing) and, .shall be in FranGhisor'.s- reasonable disGretidh. 
Fran'ehi.see' will open the Coffeehouse for business within ten (10) days 
after receipt of such written notice; from .FranGhisor

'Relocation, of Coffeehouse:

2 . VO If FranGhisee''s l.ease or sublease for the premises of the 
Coffeehouse terminates without fault of .Frahchisee, or if the premises 
are damaged'., condemned or otherwise unusable,, or if in. the reasonable 
.judgment of Franchisor and Franchisee there is a change in the' 
ehara.cter of the location of the Goffeehouse sufficiently detrimental 
.tO' its .business potential to warrant its relocation, Franchi.sOr shall 
grant permi.ssion ,to Franchisee for relo.cati.on of the Coffeehouse t.o a 
location approved by Franchisor. finy such relocation, shall be at 
Frahchisee,'s sole, expense., and Franchisor, shall, have the right to 
charg.e Franchisee for eostS' and expeHses incurred by Franchisor lin. 
conne'ctioh with any relocation.

2.11 In the event of a. relocation Of the Go.ffeehousej Franchisee 
shall promptl.y remove from the fifst Go.f feehouse, premises, and
di.sGontihue using for any purposes;, any and all signs,, fixturesv 
furhiture;, posters, furnishings., equipment, menus, advertising 
materials, stationery supplies>. forms and other arti.cl.es which display 
any of the Ma.fks or any .distinetive feat.ures or designs associated' 
with .Tom .N Toms Gof feehpuses. Furthermore, EranGhisee shall, at 
Franchisee's expense., immediately maike such changes,;, modifications or 
alterations as m'ay be necessary to distinguish the first lo.cati.on 
clearly from its former appearance and from other Tom N Toms. 
Coffeehouses and to prevent any possibility of confusioh of the first 
location with a. Tom ,.N TOms Goffeehouse by the. public {including, 
w.ithout .limitation, removal o.f all distinetive physical and strue.t-ural 
features identifying Tom N' Toms Goffeehouses and removal of all 
d'iStinc.tive signs and; emblems'). Franchisee shall,, at. Franchisee''s 
expense., make such .specific additional changes as Franchisor may 
reasonably request for this purpose. If Franchisee fails to initia.t.e 
immediately .or complete such alterations, wi.thin sueh period of time as 
Franehisor deems appropriate;, .Franchisee: agrees that Franchisor or its 
designated agents m'ay" enter the premises .pf the first location .and 
adjacent areas at any time to make suCh alterations, at Franchisee's 
sole risk a'hd. expense,, without responsibility for any actual or 
consequential, damages to the property of Fr.anchise.e or others, and 
without liability .for trespas;s or Other tort or criminal act,. 
Franchisee expressly acknowledges that Franchisee's failure to make 
such alterations: will cause, irreparable, injury to Franchisor,, and 
consents to entry, at .Eranehisee'' s .expense., of ah, ex-parte order by a 
court of competent jurisdiction authorizing. Franchisor or its agents 
to ta.ke s'Uch action, if EranchiSor s.eeks: such, an order. Gompliance 
with the: foregoing shall be a condition, subse.queht to Eranchisor.'',s 
.approval of any relocation request by .Franchisee., and in the .event 
.complete, de-iden.tification. of the. first. Coffeehouse premises i.s not

8
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promptly and completely undertaken, Franohlsor ma*y' then revoke its 
permission for relocation and declare a default under this Agreement 
pursuant to Article, XVII below,.

ARTicia: III
PROPRIETARY MARKS AND GOODWILL

3.1 When used in this Agreement., ''Marks" mean the trademarks 
arid .service marks,> including but not limited to "Tom' N Toms" and "Tpm 
,N Toms Coffee",, which, are us'e,d, to identify Tom N' Toms Coffeehouses and, 
to distinguish it f.rom that of any other' busihess,, and the trademarks, 
service marks, trade names., logos and commercial symbols as .may be 
designated, by Franchisor from, time to time,; for use in. connectio.n with 
the System.

'3.2 Franchisee is authorized to uSe, the Marks, goodwill; and 
trade se.cre.ts in the operation of the Coffeehouse only at the location 
specified in Articl.e I. Nothing in this Agreement Shall be construed 
as, authori'zing or permitting' their use at any other location, or for 
any other' p.urpose, except as may be authorized in writing by 
Ffanchis.or. Franchisee undefstands and agrees that, the limited 
license, to use the Marks granted .hereby' applies only .to such 
proprietary marks as are designated by FranChisd.f, and which are not 
subseq.uen.tl.y 'designated by Franchisor as being withdrawn from use, 
together with those, which may hereafter be desdgna.ted by Ftanchis.or in, 
writing.. Franchisee expressly understands and agrees that Franchisee 
will not represent in, any manner tliat Franchisee has acquired, any 
owne.fship or, equitable rights in. any of Franchisor's. Mariks by' virtue 
of the limited license granted hereunder, or by virtue of Franchisee.'s 
us.e of any of the Marks.

3.3 Franchisee acknowledges that. Franchisor is the sole, and 
exclusive licensee, of all of .the Marks., goodwill ,ahd trade secrets, 
and that FranChisLee shall not register or attempt, t,0' register the 
Marks o'-r to assert any rights in them other than as specifically 
granted ,in this Agreement.

3.,4: At Franchisor's request, Franehisee shall assign,, tr'ansfer
Of' eonyey to Franchisor,, in writing, all additional rights, if any, 
that may be acquired by Franehisee as a result of Franchisee',s use of 
IMarks.

3.3 Franchisee shall onl,y use the Marks, logos, trade styles, 
color combina.tions, designs,, signs,, ,s,ymbols and slogans of Franchisor, 
and only in the manner and, to, the extent .specifically permitted by 
this Agreement or in, any manuals',, directives or, memO's (coileC.tively 
referred to below as "Confidential Operations Manuals") prepared by 
Franchisor. Franchisee shall not use any confusingly similar Marks in 
connection with its franchise or any other business, in whieh it has ah 
interest,.
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3.6 FranGhisor r.eserves the right to approve all aigns., memos, 
sta-tionery., business ear'ds,, advertising materiai forms and all other 
objects' and supplies using- Franchis.or' ,s Marksi.. All advertising'; 
publicity, point, of sale materials',, signs, decorations, furnishings, 
equipment, 0?r other materials' using' the Marks shall, compiy with this 
Agreement and the Confidential ©perations Manuals, and FranChis-ee 
Shall Obtain Franchisor's approval prior tO' such use.,

■3,, 7 if at any time, Franchisor in its; sole discretion,, decides 
to m'Odify or discontinue, use of any Mark ,and/or to adopt or use ,pne or 
ra.ore additional or substitute proprietary marks, then Franchisee shall 
comply with any such instruction by Franchisor. In such event end at 
Franchisor^'S direction,, Frane'hisee shall adopt, uS,e and display only 
such ;ne,w or- modified, Marks, and shall, promptly diseontinue t'he use end 
display o,f outmoded or superseded marks,, at Franchisee's 0,_xpe‘nse .> 
Franchisee, waives any- claim arisihg from or ,reia,tin,g bo ,any
proprietary mark change; modification or substitution. Franchisor 
will, not, be iiable to Franchisee for, any expenses, losses or damages 
sustained by Franchisee as ,a result of any proprietary mark addition,, 
modification, substitution or discorttinuation,. Franchisee will not 
commence Or join in any litigation or other proceeding against 
Eranehisor .for any of these expenses, iosses Or damages,;.

3.8' Upon the expiration, termination ,o'r non-rehewal of this 
.Agreement, Franchisee shali 'immediately cease using Franchisor' ,s 
Marks, Color combinations, designs;, s,'ymbols or slogans; and Franchisee' 
shall execute; such documents and taike such action as Franchisor may 
deem necessary or appropriate, to evidence this fact. After the
.effective date of expiration,,, termination or 'non.-renewal,. Franchisee 
shall not represent or .imply that Franchisee is associated with
Franchisor., -To this end', Fran'chisee. irrevocably appoints '.Franchiso'r 
cr its nominee to be Franchisee's attorney-in-fact to execute;., on 
'Eranehisee's behalf, any dpcument or perfo.rm any legal act necesisary 
to protect Franchisor's Marks from unauthorized Use,. Franchisee
acknowledges and agrees that the unauthorized use- of Franchisor's 
Mar;ks will .result in irreparable harm to Franchisor, for which 
Franchisor may obtain inj'unctive relief, monetary damages, reasonable 
attorneys' fees and costs;.

3'.. 9 Franchisee .s'ha'll, immediately notify Fr,anchisb.r of' .any 
apparent infringement of or challenge' to Franchisee's use of the 
Marks;, or any ci.aim, demand, or suit based upon or arising- from the 
.unauthorized use of, or an-y attempt by any ether person, firm, or 
corporation to use, without authorizatlpn, or any infringement of or 
challenge, to, any' of Franchisor's Marks,. Franchisee will immediately 
notify Franchisor of any other ciaim', demand or litigation instituted 
by any person, firm. Corporation or governmental entity against 
Franchi-s.o.r or Franchisee.,

3,.10 ;FranChi,s:or shall, undertake the defense or prosecution of 
any- litigation, concernihg' Franchisee that relates to. any o.f
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Franehisor's Marks -or that, in Franchisor's judgment, may affect the 
goodwill of: the: Systemi and' Franchisor may', in .such circumstances, 
undertake arty other action whiGh it deems appropriate.. Franchisor 
shall have sole and complete discretion in the conduct of any defense, 
prosecution or. other acti.dn it chooses to Undertake. Franchis;ee shall 
execute; those documents and perform, those acts., which .in the opinion 
of .Franchis.or, are necessary for the .defense' or prosecution o;f the 
litigation or for such other action as Franchisor may undertake

3.11 In Order to develop and maintain high uniform standards .of 
quality and service and to protect the. reputation and gpodjA'iH 
Franchlsd.r, Franchis'.ee will do business and advertise us.ing only the 
Marks designated by Franchisor'. 'Franchisee shal.i but do business or 
advertise: using any other name.. Franchisee is not authorized to, and 
shall not.. Use the name "Tom N Toms"' or "Tom N Toms, eoffee" by itself, 
as a. part of the legal name of any corporation, partnershipv 
proprietorship or other husiness entity to which Franchisee is 
associated,- or with a bank account, trade aCCo.unt or in any legal, or 
financial conhectl.bn

3,. 12 In order to preserve the validity and integrity of 
Franchisor's Marks, and to assure that Franchi.see is prpperiy 
employing them in the operation of Franchisee'si business. Franchisor 
and its agents shall have the right at all reasonabie times to, inspect 
Franchisee's business, financial books and. re.cords,; and operations,. 
Franchisee: shall cpoperate with and assist Franchis:or' s representative 
in such inspection.,

3.13: Ftanchisee .shall be required to affix the '™' or ®, syribo.l
upon all advertising,, .p.ublicity,, signs, decorations, f urnis’hing.s 
eq.uipment or other printed or graphic material employing the words
"Tom N Toms" or "Tom N Toms, Coffee:" or any other of, Franchi.sor'ts 
Marks., whether presently existing or- developed in the future.,.

3,. 14 Franchisee acknowledges that it does not have any right to 
deny the. use' of Franchisor's Marks to any other franchisees. 
Franchisee shall execute' all documents and take such action as 
Franchisor ma.y request to al-iow :Fra'nehisor or other franchisees to 
have full, use of the Ma.nks,.

3.15 If, during the term of this Agre.ement, there is' a, claim of 
prior use of any of Franchisor's Marks in. the- area in. w.hich Franchisee, 
is doing' business, Franchisee, at Franchisor's discretion, shall use
Franchis.or's 'Marks in sUCh a way to avoid a continuing conflict.

3.1.6: Franchisor shall indemnify Franchisee against, and
reimburse Franchisee for,, .a.l.l 'damages for which Franchisee is held
liable in an.y proceeding in which .FranChi.see:' s us:e of a’n.y Mark
pursuant to and in compliance with this Agreement is. held to 
constitute trademark infringement, unfair competition of dilution, and 
,for. all costs reasonably Incurred by Fra.nGhisee in, the defense o.'.f any 
such claim brought against Franchisee or in any such proceedings in
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Whi.eh he: is named' as a party, provided that Franchisee has' timely
notified Franch,iso.r of such claim or proceedings,, ha-s otherwise 
complied with- this Agreement, and has tendered complete control, of the 
de’fehse o:f such to Franchisor. If Ffanehisor defends such, claim,, 
Ffdhchisor shall have ho obligation to indemnify or reimburse 
Franchisee with respect to any fees or disbursements of any^ att.orney 
retained by Franchisee.

3.-17 During the term of this Agreement and any renewal or
extension hereof. Franchisee shall identify itself as, the owner of the 
Goffeehouse in conjunction with, ahy use' of the Marks, including, but. 
not, limited, to.v, on invoices, order forms,, receipts, business
s,tationery/ contracts with all third p.afties or entities, as Well as 
the display of such notices in, such content, and. form ,at such,
conspicuous locations as Franehisor may designate i.h writing-.

ARTICLE IV 
TERM AND RENEWAL

4.1 Except as otherwise provided in this' Agreement, the initial 
term of this franchise fthe ''■Initial Term") shall be for ten, (10) 
years from the, date of execution of this Agreement.

4.2 Subject to .the conditions specified in Sectioh 4.3 below. 
Franchisee shall have the right to renew this Agreement for a period 
of ten (10) years from the da.te of the .expiration of the Initial Term.

4.3 Franchisee's right of renewal pursuant to Section 4 ..2' above 
shall be subject to the' following- conditions, precedent:

A. Neither this Agreement nor the lease or .sublease 
agreement shall have: been, terminated :for any reason, and the lease or 
sublease .is. renewable;

B. Franchisee S'hall .not be. in default of any' provision of 
this. Agreement!, any amendment- hereof or successor hereto-, .any sublease 
agreement, or any othe'r- agreement ibetweeh .Frahehisor or any subsidiary 
and/or affiliated corporation, and Franchisee has' .substantially 
complied .with all, of the terms and, conditions, of such, agreements 
during their terms;.

C. Franchisee- shall have served notice of its: intention' 
to- .exercise ifa right of rene.wal -hot leas than twelve (12) months nor 
;more than eighteen (18)’ mont'hS prior to the expiration, of the Initial 
Term,-

.D. .Frahchisee shall have effected the improvements to
Franchisee's: 'Goffeehouse and its operatiohs required by Franchisor' 
pursuant ,to Section 4.4, below;
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E. Fr.anchise.e; has satisfied ail monetary obligations due' 
arid -owing to Eranch-iso-r,, any subsidiary of Frarichisor and/or any 
affiliated corporations Of Eianchaso-r., and, Franchisee, has timely met, 
these obligations throughout the term of this .Agreement arid any pther 
agrfeemerit iri effect between Franchisor and Franchisee-, and any 
rene.wals thereof;.

F. Franchisee shall, execute, upon renewal., Frariehisof' s 
then-CU-frent form of Franchise Agreemen.t., which agreement shall 
supersede this Agreement in -all respects and terms, and which may 
differ from the terms of this Agreement,, including, without 
limitatiori,, a higher royalty fee and higher advertising Coritribu-tion;

.G-. Franchisee shall execute a -general release, ,in a form 
prescribed by Ffahchisor, on any and all claimsi .against Franchisor, 
any sub„s,idiary of Franchisor ,and/,or. affiliated cOripOratiori Of 
Franchisor, -and their respective offlcefs-, directors, agents, and 
■employees,;

H:. Franchisee shall comply with FranchisO.r' s- theri-eU'rrent 
reasonable qualifica-tion and. training, requirements; and

I,. -Frarichisee .shall, remit to -Franchisor a renewal fee 
equal, to One-half .(l,/2). of the then-current Initial FrariGhise Fee in 
effect at, the time of renewal.,

4,4- Within three (3,) mOn.ths of the receipt of a nGtice to renew 
from, :Franc-hi,see pursuant to -Section, 4.3 hereof. Franchisor shall 
complete a renewal report specifying the: modifications- and
improvements and repai.rs, if any, required by Franchisor and. which 
.Franchi'see must make to. Franchisee's .coffeehouse which must be in 
conformity with the ■then existing standards, and speci:fi.cations- 
pertaining to Franchisee's Cbf.feehOuse. ,T,he total costs of any 
modifications., improvements arid repairs involving remodeling, 
decofatioh arid striUc.tural changes required b.y Franehisor .shall riot, 
exceed $70, ,000.

4..5 Franchis.or expressly reserves the right t,0 deriy 
Frari'Chisee's reri-ewal, in the- event that Franchisee abandons 
Franchisee!'s Goffe.ehouse and Era-nchisee ceases to- operate and maintain 
Franchisee:'s Coffeehouse i-ri, accordance with the terms o:f this' 
Agreement.

4:. 6 In the event Franchisee- shall continue to operate 
Franchisee's Coffeehouse followirig the- expiration, te-rminatiOri. o.-f nOh- 
r-enew.al of; ;thi,s Agreement for any reason,, with the express or implied 
Gorisent of Franchisor,- such -GOritinuat’iO.n .shall be cons.trued to be an 
exten-sion of the term Of this. Agreement, only from’ month-to-morith, 
terminable by ei.ther party .o,-n no more, than thirty ,('30) days'' notice t.o- 
the other party and otherwise in accordance with all of the provisions 
of this Agreement.
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ARTICLE V
INITIAL AND CONTINUING FEES PAYABLE TO, FRANCHISOR

.5-1 ,In .eonsideratlon of the. execution, o,f this: Agreement and 
Franchisor's- granting to Franchisee the f.ranchis.e, covered hereby, 
•Franchisee 'agrees' t.o .pay to iFranchisor an Initial Franchise Fee of: 
Twenty Thousand Dollars ($>20,000.0,0‘) (the "Initial Franchise Fee"), 
payable upon the exe:cution. of this Agreement, which sum 'Shall, be 
deemed fully earned by Franchisor upon receipt, thereof and iS' nph- 
refundable., except an may be ,se.t forth in this. Agreement.

5.2' In consideration of this franchise granted by this 
Agreement, the- services to be .prpyided by Franchisor, the, right to 
prepare and se'll the Frb.ductiS to ,the general, public,, and for the use 
of the Marks dyring the Initial Term and any subsequent renewals,- 
Franchisee shall, pay to Franchisor, in additipn. to the Initial 
Franchise Fee-, a royalty fee- egiual to 3.5^^% o.f the gross, sales 
generated, by, from,, or through 'Franchisee's Coffeehouse ("Royalty 
Fee").

5:..3 For the purpo.ses of determining the: royalties to be pa.id, 
"'Gross Sales" .shall mean the total selling .price of all. Services and 
.products and all income, o.f every other kind and nature related to the 
Coffeehouse, (including, wi-.thout limitation.,, income related' to catering 
and, delivery activities/, anb any s:ales or orders, -of beverageyfOQ.d 
products' o-r preparatidn services provided from or related to the 
Cof fee'housei / whether for cash or credit and regardless: of collection 
in the case o;f credit. In the event -Of a -cash shortage, the. amount of 
Gross' -Sales' shall, be, determined based on the records -of the- ei,eetroni,c 
cash register S'ystem, and any cash shortage shall, n,0t be considered in 
the determination.. Gross Sales shall npt incl,ude the following:

A-. Receipts from the operation of an,y 'public telephone 
installed in the Coffeehouse, or products, from vending machines 
located at the Coffeehouse,,, exe'ept .for any amount representing 
Franchisee's share of such- revehues;

B. Sums representing sales taxes collected directl.y from 
.customers/ bas.e:d upon ,pre;Sent or future laws of federal, state or 
local governmehts, collected- by .Franchi'S.ee in the operation of the- 
Coffeehouse;, and any other tax, excise- -or duty Which is levied or 
assessed against Franchiisee by any federal, state, municipal, or .l.ocal 
authority,: based on sales Of spe.difi.c merchandise sold at -or from the, 
Coffeehouse., provi-.ded that suc-h taxes are actually transmitted, to .the 
appropriate taxing a.ut'horit.y ;

C. Returns to shippers or manufacturers:; and

D. . 'Proceeds from, is'ola-ted sales of trade fixtures not
-constituting any 'part of Fr'anchisee',s products, and. services Offered
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for resale at the Coffeehou'se nor having any material effect upon the 
ongoing operatioh: of the; Goffeehouse required under this .agreement.

5..3..1 FranGhisor may, from, time to. time,, authorize, in 
writing, certain other items- to be elxciude.d from Gross Sales-. Any 
such permi.asien, m.ay be revoked or' withdrawn at any time in writing by 
Franchisor in its discretion. in addition to the .foregoing, the 
follb.wing are included .wi.thin the definition of "Gross Sales" 
.described: except as hote.d below:,

C.l), The full value of: meals furnished, to Franchis'.ee ■ s 
employees as: an incident to their emploiyment., expept that the va.lue -of 
any, discounts extended to s:.uch employees' may be credited against Gross, 
Sales during, the reporting week in Whi.ch the meals were: furnished for 
the- purpose of determining the .amount of Gross Sales up.on which, the, 
Royaity .Fee, is due; and

(2,) All proceeds from the: sale of coupons;, gift
certif icate.s: or vouchersi; provided that at the time such, coupons, 
gifts certificates, or' vouchers are redeemed the retail -price there.o.f 
may be credited against Gross, Sales during the reporting’ week in which 
such, coupon, Gift certificate Of yoUcher is redeemed .for ,the purpose 
of determining' the amount of Grbs.s Siale's upon which the 'Royal,ty Fee .is
due.

5.4 Royalty Fees ,are due and payable on the, W.ednesday of each 
week; ("Ba.yment Date"), relating to, the Week, ending, on the- preceding 
Sunday. Franchisee shall .remit Royalty Fees, Advertising Fees and any 
other monies owed, to,- Franchisor Under this Agreement via electronic 
funds transfer or other com'par.a'ble' means. Franchisee .shall comply 
with the procedures established by Franchiso.r and'/or to perform such 
acts and. deliver and execute the- Authoriz.ati.on to Honor charges Drawn 
By and Payable To Tom- N Toms Franchis;e,^ D-LC inGluding Checks and,
Electronic Transfers -('.Exhibit "H") and any other documents as irta-y' .be 
necessary to asS.ist in or accomplish such electronic method of 
payment.

In, the event .any electronic funds transf.e:r is not honore.d. by
Franchisee's bank for ,any reason, .Franehi:s.e.e shall be responsible for 
that .pa.yment, .plus; a service G,hafge. applied by' FranG.hi.s;or and the 
bank., if any,. Franchisee shall, at, all times througho.u.t the term of 
this' Agre.ement, maintain, a minimum, balance of Five Thousand Dollars 
($',-5,. OD0 i O;0), ,in Franchisee''s bank account a.gainsit which s.uch electronic 
funds, transfers Shall b.e drawn for the Goffeehouse pperated under this 
Agreement.

:'5.5 Royalty Eee:s dr any and. al.l other payments provided for in.
this Agreement hot .received by Franchisor within three days, of the
Payment Date shall, be subject to inter.est on a daily basis at a rate 
equal to two percent (2'%) per month, or th.e- then highest legal rate;, 
whichever is less.
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'5. g Acceptance by Franchisor .of the payment of any Royal.ty Fee
o. r any and all other payments provided, for in this Agre.ement. shall hot
be' conclusiye or .binding on Rfahchisor with respect to the' accuracy of 
s.uch payment until two {'2) years, after the, effective date of 
tetmination or non-renewal of this Agreement. Aceeptan.ee: of any
p. ayment. on account of Royalty Fees Or any and all other payments
provided for in. this Agreement does not constlt.ute any wa’aVer of' 
Franchisorr' s, rights' under Article XVIII below.,

5.i7' Ra'yment Security Deposit.. To. secure' Franchisee;'s future
payment obligations for egbiptent., produc.ts and/or irtaterials that
Franchisee ,purchases from: Ffanchisor or Franchi.sor' s affiliate,s. as; 
well as any other amounts due', to Franchisor or Franchisor'-.s affiliates-, 
Franchisee' is required to deposit $1G, O;0O' with Franchisor' on sighihg, 
the. lease., Franchisee ackhdwledg.as that iFranfihisor can, at i.ts .sole- 
discretion, apply all or portions of this deposit to pay' amounts not
paid as .and when due from Franchisee, Franchisor .is also .authorized,
to deduct fees from this deposit, for any dama'ges Franchisor incurs 
from Franchisee's' breach of any agreement signed with Franchisdr.. If 
Franehisdr actually deducts any amount '.from this deposit. Franchisor 
shall promptly .nptify Franchisee in. Writing at which time .Eranchise.e 
must replenish the deposit ..back-. ,to $10,.OiOOi Franchisor shall refund
the balance, of any payment security deposit,, without any interest, 
wit.hln se.ven (7') days from the termination or e.xpif.ati.on ;of th'i-s; 
Agreement.

.5... 8 .Franchis.ee'S' obligations fo'r. the- full and timely pa.yment of 
th.e Royalty Fees and all .other amounts provided' for in this Agreem.ent 
shall, be absolute(, unconditional and fully earned by Franchisor, 
except in those instanceis where FranGhis.or is ,in breach 'Under, thi.s 
Agreement, and has fa_iled to cure such breach, although obligated to- do 
so. Franchisee shall not delay Or withhold, the payment of all or any 
part of the .fees fox' any re’as.on, put the fees in escrow, or set-off 
same agiainst any and, all, claims or alleged, claims' .Fr-anchisee may 
allege against, Franehisori

ARTICLE VI
TRAINING AND COMMENCEMENT OF BUSINESS

6.1 During the time, period prior to starting eonstruction of
Franchisee's Coffeehouse,, but not less; than one month, prior thereto., 
Franehi.see', shall attend Franchiso.X's initial training: program. Which 
shall be conducted at Franchisor''s headquarters in Los Ahg-el.es, 
California or' at another location ,de'si,gnat.e,d by Franchisor,, and 
complete the training program to Franchisor's sn.tisfaeti.on,. Franchisee 
.shall be responsible for all travel and living expenses which, 
:Franchi,see and. Franchisee's manag.er, incur in c.onneG.tion With, the 
initial training, program.. During the training program;. Franchisee 
shall receive Instruction,, training and education, ,in the operation 0,'f 
the Gof'feehouse and indoctrination into the System. SUch training
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prdgrram shall Include, buh hot be limited to., instructing Eranc'hisee 
In the preparation and ,sale of Franchisee's, p-roprletar'y Menu Items,,, 
the: Product's and quality control techniques and pr.pcedures

6:.-2 Franchisee shall attend such periodic refresher and 
supplemental trainihg programs p'r meetings at such locations as 
Franchisor may from time to. time, direct.. All expenses of Franchisee 
incurred in connection with att.endance at any such refresher or 
supplemental, training programs or -m'e'etings shall ,be borne solely by 
Eran.chisee.

6,..3. At all times' during the term of this Agreement or' any 
renewal thereof,. Franchisee shall, haye a supervisor managing the 
operation of the. Coffeehouse .who has suecessfully completed 
Franchisor's training, program .and is able tq. o.perate the 'eoffeehouse 
in ac'GOtdance with this Agreement and Franchisor's standard's..

ARTICIiE VII
OBIilGATIONS OF FRANCHISOR

7.1, In, orde'f to assist Franchisee in, constructing Fr,anchisee''s 
Coffeehouse, Franchisor shall furnish t.O' franchisee a set of prototype: 
or .proto-,style .plans and specifications' -for a, typical Coffeehouse, 
including requirements for' exterior and interior design,, layout, 
equipment and sign, pla.cement and decor, scheme., all as included in the 
.S'ystem.

7.2 Franchisor shall assist Franchisee in Franchisee/s 
selection of and contracting with appropriate, architects,, engineer.S;, 
contractors, and, subcontraetdrs for eonstrue.ti.on, of all ,i,e.asehold 
improv'ements at Eranehise.e's Coffeehouse, in accordance with the plans: 
and specifications prepared by Franchisee's archi.t'eGt.

7.3 Franchisor- shall m.a.ke available tb^ Franchisee any further 
as's,lstahce that Franchisor may deem is required, bAsed on the 
e-xperlence and judgment of Fran,ehiso.r,,, in pre-opehing.,, opening and 
initial business operation of Franchisee's Coffeehouse;, which 
assist'anee shall conform, to that furnished to other existing 
franchisees as further defined In the Confidential Operations Manual,. 
Franchisor shall .have the right .to- determine the time or times at 
which such assistance shall be. available to Franchisee.

7.4 Franehisor shall make available to Franchisee, a grand 
opening advertising' program .and ongoing local :marketing .programs for 
Franchisee's use..

7.5 Frahehlso.r shall, maintain an advisory rela'.tion'shlp with 
Franchis.ee, including ongoing telephone Gohs.ultation to al.d in the 
proper and effective operation of the System, the frequency and 
durafion of whiGh shall be In the sole discretio.h -of Franchi'sdr in
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aGCG’r'd'a'nee with 'Gonf id'ential 'Qp.er-a-tions Manual,. Such, operating 
assistance may consist p'f advice and guidance- with respect to:

A.
Cpf feehouses;

Methods- and Operating .procedure's utilized by

■B. Additional beverage and food products- and aeryices 
authorized fo.r sale by Gof.feehouses

C. . Selection,, pur.chasing and preparation of beverage and
foo,d products;, beyer-ages and other approved productsi, imaterlals and 
supplies; and

D. , The establishment and operation of administrative,.,
bookkeeping, accounting,, inventory contfoL, sales and general 
operating procedures for proper operation o,f Gof feehouses.

7.6 Franchisor o'r its designees or agents shall visit and' 
inspect-, from time to time/, Franchisee's GOffeehouse. and, evaluate the 
proper exec.uti.on of the System, and confer with Ffanchisee and 
Franchisee's employees in order to assist, in' the,, proper business 
Operation of Franchisee'' s Goffeehouse in accordance with Confidential 
Gperations Manual. Franchlso.r or its designees or agents shall have 
the absolute right to make inspections at- such times and frequencies-, 
during normal business hours, as Franchisor, may determine,. rranchisee 
.will cooperate, with, Fr'anChisor'-s representatiye in such inspections!,, 
render such assistance to them as they may reasonably request and 
immediately correct any failure to comply with the 'System and this 
,Agreement as brought to. Franchisee,' s ■a.tte’htion by such representative-..

7.7 Franchis.or shall use its. reasonable effO-rtS; to require 
maintenance of high and uniform, s,tandards in the execution o.f the 
S>yst,em, at -all GoffeefioUses .utilizing the S.ystem, in order to protect 
and enhance the reputation of Franchisor and its Marks.

7-.8 In order to insure that the^ distinguishing, charaeteristies 
of the System are uniformly maintained-. Franchisor ;m'ay .from time to 
time establi.sh .standards for certain proprietary' beverage/food iteins, 
.product's, equipment, commodities and s.upplle.s to be used by Eranchise.e 
in the execution of the System -and may, in eon junction there,with,, 
de,velop new pro.priebary be-ver age,/food items, products, programs and 
de-velpp new, .equipment, and new techniques which Franchisee shall be 
required tc use and/o-r ■purchase in the -operation of Franchisee''s 
GOffeehouse. The- purchas.e of any new. required equipment Will not 
materially increase the economic burden Franchisee.

1’,. 9 Neither Franchisor' s approval of a specific location for 
Franchisee's Goffeehouse,,, nor any other service^ provided by Franchisor 
pursuant to this Article shall be deemed a representation, warran.ty or 
judgment, by Franchisor as to the likely suece.ss. of Franchisee'-s 
GOffeehouse at such location or .as to the relative desirabilit,y Of
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such location in comparison to others that might have been available 
to Franchisee.'

ftJRTICLE VIII
OBLIGATIONS DUTIES, OF FBANCHISEE

8.. 1. Franchisee shall mahe any grand opening advertising
expenditures as "may be required by Franchisee's landlord or by the 
te’rms of Franchisee's, leane or sublease.

8.2 Franchisee or a deaignated and approved manager shall,' 
during the, term of this Agreement and any renewal thereof, devote full 
time,, energ,y and best elffdrts to the management and operation of 
Frahehi'See'S' 'Coffeehouse, e'X,cept as, o-therwise approved in writing by 
Franchisor, including', but not limited to, keeping the Coffeehouse 
opera.ting and open for business at the times specified in the 
Confidential Operations Manuals or as required by Franchisee,'s lease 
pr S'uble,ase.,

8.. 3' At all times.. Franchisee shall maintain, at Franchisee's 
own expense the; interior and exterior of Franchisee's- Coffeehouse and 
all fixtures,, furnishings., s.igns and equipment in the highest degree, 
of cleanliness,, orderliness., sanitation and repair, as determined by 
Franchisor'. Franchisee shall 'make no material alte.rati.on, addition, 
.replacement or improvement in or to the interl.or or exterior of the. 
Coffeehouse without the prior written consent of Franchisor/ except 
that Franchisee shall be- required^ to periodically renovate,, refurbish 
and update, Franchisee's COffeeho.use so that it is in substantial 
conformity with 'Eranehisor' s then-current G.of f eehouse design, which 
renovations shall not, place an excessive economic hurden on 
Franchisee. Such equipment shall include/ but not be limited td» a 
computerized, cash register system designa.ted, .by Franchisor .

8.4 From time: to time. Franchisee; will allow Franchisor to 
obtain, and, take- samples- of ingredients, products and supplies from; 
Franchisee's Coffeehouse .f'Or testing, by Franchisor in order to assure: 
that Franchisee complies with Franchisor's reas.onable standards and 
specifications.

8. S .Franchisee will maintain a hig.h moral, and ethical standard 
in the operation and conduct of 'Franchisee's Coffeehouse so a-s to 
create and maintain .goodwill among the. public for the name "Tom N 
Toms'" Or "T.bm N Toms COffe.e" and supervise and evaluate the 
performance of, its staff to Insure that each renders GGrapetent., 
efficient and qualit.y service to the gene-ral public.

8.-6 Franchisee recognizes that it, is essential to the proper 
marketing of the ,Cofreehouse-, and to the ,preservation and prdmo'tipn of 
its reputation and acceptance'- by the- puhlic, at large., that standards- 
of quality be maintained-,. As part of the considera.tion ,for this- 
Agreement,, Franchisee will at all times, s'ell. to .retail customers .only,
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or offer for sale, to ret'a'll Gustomer.s only, only those products, and 
services that, me'e't the Reasonable specifications and, standards from 
time to time approved in writing by Franchisor, as permitted under 
this Agreement,, and as permitted under the lease or sublease:.. In
furtherance thereof, F-rahehisee shall be required' to purchas.e only 
from EranGhisor or its deS'ignee any Trade Secret Food Products and 
Eroprietary System Assets,., comprised, of certain 'kitchen equipment, and 
instrumeh.ts which, are proprietary in, nature and unique to the 
Go'f/f.eehouse, tha,t are speeified' by Franchisor from time to time-.

8,7 In connection with the operation of Franchisee-'S 
Gof'teehO.use, Franchisee is required tO, purchase certain packaging
s.upplies., paper goods and -other pro.duct service i.tems for- the 
preparation and s'ervi.ce' of' the; Ero.ducts which bear any of the Marks 
("Branded Products"') . In addition to the Trade Se:cret Food Produ'ets, 
Franchisee shall he, required to. purdhase from Franchisor', ,its designee 
or Franchisor-approved vendor any Branded Product.S at then-Current 
prices established from time ,to time. PranchiSe.e is also required to 
purchase certain types;, models and br'ands Of equipment, fixtures and 
,fufhi.ture,, which are not s.peci.fied as a Proprietary System, Asse.t, as 
provided' in the GOhfidential, Op.era.tions Manual {"Bystem Items;") from 
Fr'anehiso-r, its designee or, Franchisor-appr.Oyed vendor. In the, event
that Franchisee desires to purchase any Branded Eroduobs or Bystem
Items from sources- Other than Eranchisor, its, designee or Franchis.or- 
approve'd. vendor., Franchise.e s'hall so request in wri.ting, specifying
the item; or 'pr,o,duct Franchis.ee; desi,re:s to pu.rcha's.e from -another source, 
not already approved ,by Franphiso-r, including samples,, specifications 
and sufficient information on the source to Onab'le Franchisor to 
determine whether the item ,or product meets wi.th Franchisor's, quality 
assurance requirements and specifications. Bp.on. submission of the 
requested informaition to Franchisor, Franchisor shall -eOrtduPt is 
evaluation, taking into considera.tion the ;pr,oduet quality,, delivery 
frequency and re'_ii ability, service standards as well as financial 
eapability and credit of the identified supplier. Franchisor Shall 
charge a reasonable fee to Franchisee for e.onducting -thi.s evaluation.. 
Franchisor shall conduct its evalua.tion and advise Franchisee in 
writing of its decision within thirty (30')' days from, the, da.te on, which 
Franchisor received the requested information .and, materials suffic;ient 
to, commence; its evalua.tion. Franchisor and' FranGhisee acknowledge
that Franchisor has .-no obligation, to .approve' any request for’ a new 
supplier, produ.c.t or .item,, hut. that Franchisor shall not unreasonably 
withhold its approval in this process,.

'8.8 In .connection with the operation of Franchisee-' s 
GO'ffeehouse, Franchis.ee is required to purchase certain other- 
beverage/food products;, b.everage.s and other similar products and Q.the-r 
items offered for consumptipn tO the retail purchaser as ,se,t forth, in 
the. Confidential Operations Manual. Franchisee;'s obligation under this 
Section 8'..8 shall be .satisfied so iong as. Franchisee' purcha'ses, the- 
Stated products -from, sources of s,upply approved by Franchisor., s.ub-ject 
to the same meeting the strict .specifications of Franchisor which may 
be cha;nged:, mo,difie,d or' updated' from, time to time. Nothing' in, this
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.Agreement sha^l be .construed as an attempt to unreasonably limit the 
sources' from- which Franchisee may procure such heverage./food products, 
beverages, products and other similar items. 'Rather,, Franchisor 
intends that such items conform, to Franchisor's s,frict standards and 
strict specifications, of consistent quality and uhl.fbrmity. Nothing 
contained in this Agreement shall .be deemed to require Fran.chispr to 
approve an inordinate number of suppliers, d.f a given item which,,, in 
the reasonable, judgfnent of Franchisor, wo.uld result in higher, costs 
generally to Franchisee or prevent effective: .and economical
supetvi,si,b.n of suppliers by Franchisor. ^Requests' for approval of 
additional suppliers -of hon-Trade. Secret Fb.od Products' 'or non.-Branded 
Products shall be in, writing and shall contain Such information as’ 
franchisQ.r may reasonably ‘request. .Franchisor shall charge: a
reasonable' fee to Franchisee for cGnsidering requests for approval. 
Franchisor shail, V/iithin thirty (3'0) days, notify Franchisee whether 
or no,t such, proposed supplier is approved,. Franchisor may impose 
limits on the number of suppliers for any beverage or food item used 
or served' by the O'offeehouSe.,

8.9 Franchisee acknowledges that in purehaSing or leasing 
s.upplies,. equipment ,and/or materials, from FranGhiS.or or from .suppliers 
approved by Franchisor, FRimCHISOR EXPRESSLY DISCLAIMS ANY WARI^TIES 
OR REPRESENTATIONS AS TO THE GONDITION OF SAME, INGLUDING WITHOUT 
LIMITATION, EXPRESS OR IMPLIED WARRANTIES AS TO MERCHANTABILITY OR 
FITNESS! FOR ANY INTENDED PURPOSE, FRANCHISEE AGREES TO LOOK SOLELY TO 
THE MANUFACTURER OR SUPPLIER OF SAME FOR ANY REMEDY OR LIABILITY IN 
THE EVENT OF ANY DEFECTS THEREIN.

8.10 Franchisee shall not,, during the term, of this. Agreement o.r 
thereafter, communicate, 'divulge-, or us'e for the benefit- o-f any other 
person, persons, partnership, association or eorporation any 
confidential information, .knowledg.e,- recipes,, beverage/food 
preparation methods:, or know-how concerning the methods of operation 
Of the- business franchised under this Agreement Which may be 
.Communicated to Fra.nChls.ee':,; or of whi.ch Eranchisee may be apprised, 'by 
virtue of Franchisee's operation under the terms of this Agreement,. 
Franchis.ee .shall divulge such confidential information only to such of 
its employees as must have, acce'SS' to it in order to operate the 
Go.ffeehouse-, Ahy and all information, 'knowl.edge and know-how, and 
other dat.a .which Franchisor' designates as ■Gonfiden.tial., .shall, be 
deemed confidential for purposes of this Agreement, e-x-cept. information 
.which Franchisee. Can demonstrate, came to Franchisee's att.ention prior 
to disclosure thereof by Franehiso.r; or which, at the ti-me of 
disClos.ure by FranchiSQt to Franchiseev .had become, a. part of the 
publie: domain, through publication, or communication by others; or 
whi.ch, after discl.Os.ure to Franchisee' by Franehlsor, becomes a part, of 
the public domain, through publication, or communication, by others.

8'-,. 11 Franchisee .shall, only sell or' offer for- sale such p-roducts 
as described in the .prime lease., and Franchisee must obtain 
Franchisor's written approval for all contemplated menu changes and
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,all additions' to and/or' deletions of items sold in Franchisee/s 
iGof feehouse.

3.12 Franchisee shall Comply with all the terms, conditions,, 
requirements, covenants a'nd a.greements se.t forth in this Agreement, 
and any renewals ,ther,eof, and supply FranChisof with s.uch infdrmatien 
lin addition to that otherwise, provided for in this Agreeraentj as may 
be' reasonably requested by Franchisor.

8.13, Frah.chisee, shall use a standard menu and menu .format as 
required ,by Franchisor. Franchis.ee may employ any reputable printer to 
reproduce Franchisee's menus using Franchisor's format and 
specifications.. Thi.s' provision shall not constitu.be a license of any 
copyright o'r trademark- to the prospectiye printer o.f such menus. Any 
changes in the’ menu used, at the Coffeehouse .shall, be approved, in 
writing by Franchisor prior to use.: At Franchisor''s discretion the
..standard menu format, may contain advertising reference to other- 
Coffeehouses',.

■8.14' Franehisee shall .promptly pay .when due all taxes levied or 
assessed, including, without limitation, federal income taxes ^ sale's 
taxes, unemployment taxes, and all .indebtedhess, to Franchisor .incurr.ed 
by Frahehise.e, in the conduct of the business licensed by this, 
.Agreement,

8'. 15' FranGhiS-.ee, shall comply with all federal., state and local 
laws.., rules and regulatiohs, and -shall timely obtain ahy and all 
permit.Sr, certlfica.tes;, or licenses necessary for’ the, full and proper 
conduct, of the bus-iness licensed by this' Agreement,,, incl.uding, without 
liml.tatiO'h., operation licenses., licenses to do business and fi.Gti.tio.us 
name, registration,.

8.16 'Franchisee shall notify Franchisor, in writing, within five 
(S') days of the commencement of any ac.tion, claim,, suit of proceeding,, 
and of the iss-uan'ce o.f any order, writ, inj uneti.on, suit or 
pro.ceeding, award, df decree of any court, agency or, other ,governmental 
instrumentality which may adversely affect -the operation or financial 
condition of the. Coffeehouse.

8.17 ’Franchis.ee. shall not .pledge Ff-anchisor's credit or bind 
Franchisor tO' any obligation, nor .shall it hold, itself dub as being 
authdfized .to do so.

8..18- FranC.his.ee -shall require all p.ersonnel employed by 
Franchisee to wear standard -related uniforms -and attire during 
business .hours in. order to' further enhance Fra.nchisdr' s product and 
format. Franchisee shall be permitted 'td purchase such uniforms and 
a,ttire .from .manufacturers or dlstributof s approved hy .Fran.Chiso’r, 
which uniforms and attire must, be in strict accord with Franchisor's 
design and other. 'specifiCatiO.ns.
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8,1:9 FiranGhisor and Franchis.ee, understand and agree: that the 
dper«ati,on of the Co-f-f eeho.us.e, maintenance o-f its, premises and 
equipment;, Gonduet and appearance of its. personnel, and the 
preparation and sale of prp.du.ats therefrom are all regulated by 
governmehtai s:tatutes' and regulation's., TO this end!,. 'Franchl,see owes 
ah dbiigatipn to, the. patrpns of rranchisee's Goffeehouse:, Franchisor, 
and to :Franchisee,, to fully and. fa.ithfully comply with all those 
.applicable governing, authori ties,. If any product dispensed at 
Franchisee's, Goffeehouse evidences: adulteration fr.om the' standards of 
,Ffanehisor's; Menu items, or is in violation of applicable law or 
■regulations/ or in the; event s.uch items-, premises, equipment,, 
personnel Or operation of the C.Offeehouse fail to be, maintained Ih 
aGcordanGe w-ith, the gove-rnmentai requirements ,referred to above.. 
Franchisee shall immediately notify Frahehisor and provide- all 
relevant in'formati,oh requested by Franchisor, close Franchis.ee's 
Coffeehouse,, terminate selling operations at the Coffeehouse, destroy 
all ■contaminated or adulterated p,roducts and eliminate the source. 
thereO.f, and remedy all unsanitary .Gonditions present,, reo:pening for 
business onl,y after Franchisor's ,ihs,pecti,on and provided that 
laboratory ahalysis' from samples obtained for that purpose -b-y 
:FranGhisGf evidence a compliance: with the applicable goyernmental
requirements; and with the standards of Franchisor. If Frahchisee or 
:any of Franchisee's' agents or employees fails or, refuses to comply 
with all of the' above remedial, measures' or in the, event of any 
r,epeti,tio.n of .any adulteration or palming off or failure Of sahitatiQ'n 
ih the Coffeehouse:

A. Franchisee shall pay the costs -and e-xpenses, including 
attorneys' fees, of both parties, incurred in enforcing the provisions 
'Of this 'Subsectioh or any provision, of this Franchise Agreement in, 
obtaining Frahchisee:'s compliance with the, A^greement ., The remedies 
set forth in this paragraph are in addition to and .not in s.ubs.t’.itution 
for those 'S.et, forth in. Article XXIfl of this; 'Er'anchiSe -Agreement.

B, In. fUrth.erahce .of the f oreg.o.ing,, 'Eranchisee must 
submit copies o;f all health, sanitation or other regulatory ag-ency 
inspec-tion reports’ to Franchisor immediately upon receipt thereof.

8.20 Franchisor may,, from time to time,, conduct market r'esearGh 
and testing to determine cons.umer trends and the. saiability of new 
beverage/food prodU'cts' and services, Franchisee will, cooperate, by 
participating in Franchisor’''s market research programs., test, marketing 
new .beverage./food product's and services in the Goffeehouse, and, 
proyidihg Franchisor with timely re’p'o.rts and o:ther, relevant 
ihfdrmati.on regarding such market research. In conheetion, with any 
such test ma’rk'eting,, Franchis:ee shall purchase a reasonable quantity 
of the tested products and e-ffec.tively promote and make a reasonable 
effort, to- sell such products.

8.21 Franchisiee shall be absolutely prohibited from, having any 
vending machines, lottery g.ames or games of chance,, newspaper- racks, 
juke boxes, g.um' Or eandy machines,, games, pinball machines, pay
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telephones;,, vi.deo games,, rides; or p.th.er mechahleal or electronic' 
devices: installed or operated at the Go'.ffeehouse

ARTICLE IX
ADVERTISING AND BROMOTIOMAL ACTIVITIES

'9.1 Recognising the value of marketingi and the^ .importance, of 
the s.tandafdiization of promotions and public relations programs to the 
furtherance of the goodwill and public image of the System and the; 
Marks,. Franchisee Will contribute to a system-wide advertising and 
promotional fund (the "Fund") On a we;ekly basis during the term- of 
this Agreement an amount Franchisor determines that will not exceed 
two percent '(:2%h of 'Frah.chisee's. Gross Sales.

9.2 The Find will be main'tained and administered as follows:

9.2.1 Franchisee will contribute to the Fund weekly by 
electronic transfer (es specified in the eonfldential Operations 
Manual')' based bn Franchisee's Gross Sales for each preceding wee'h. 
During any period of busihesS interruption. Franchisee will Continue 
to make weekly contributions based on Eranchisee'- s average weekly 
payment during the eight (*8) week period immediately preceding the 
period of bus.iness interruption,;.

9'-. 2,.2 Any Franchisor-owned Tom- N Toms. Goff eehouses; will make 
contributions to the Fund on. a .basis, .at leas.t equal to, tha.t described 
in Section 9t1.

9 ...2.3 Franchisor will direct all .advertising ,and promotional 
programs, with the sole discretion of approval over agencies, 
spokesperSOhs, creati.ve concepts, material,s-, arid media placements and 
allocations used in the programs.. The .Fund will establish and 
.maintain an oh-line presence. 'Franchisee agrees that the Fund is 
intended to maximize, general public recognition .and acceptance' o,f the 
Marks for the benefit. O'f the; System, and that EranChisor and its 
designees, undertake hO' Obliga.tion in administering the ;Euhd to make 
expenditures for Franchisee that are equivalent, or proportionate, to 
.Franchisee''s eoh.tributions,. or bo ensure that Franchisee benefits 
directly o.r pro rata from the placement of advertising.

9.2.4-Franchisee agrees, that the Fund may ,b.e used to meet 
the. cos,ts of .researching.,, preparing, maintaihing, administering and 
directing advertising and promotional materials and programs 
(including the costs of preparing ah'd .conduc-ting 'television:/ radio, 
m'agazine,, newspaper, direct mail and coupon ad'vertis.ing campaigns and 
other public relations aotivities'.; employing, advertising agencies; 
providihg a 'toll-free niimber for prospedtive customers to call for 
referral purposes,-; and providing promotional. b.rOchures .and other 
marketing materials to franchisees in the System') . Ail. sums 
contributed to the Fund will be 'maintained, in a Sieparate account from
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Franchisor's general funds, and will not be used to defray Eranehispr'ls 
gene-ral ope'ratlng expenses:, except for reasonable, administrative costs 
and overhead incurred in actiyitdes related to the a.dministration or 
direction of the Fund up to fifteen, percent (154).

'9.2.5 If .Eranch'isor spends, ,less than the total of all 
eontributions to the Fund during any fiscal. ;ye'ar, if has. the ri.ght t'O 
retain those contributions for use in subsequent years,. If IFranehisor 
spends more than the contributions accumulated in the Fund during any 
fiscal 'year-,, it will have the, right, to receive from the Fund 
reimbursement, or credit during the same or subsequent years to the 
extent of the^ exc'es.s expenditure.

9.2 i 6 An unaudited summary report, on the operation' of the 
Fund will be prepared, .annually and. will be made available to 
Franchisee on request ninety (9!0) to Ohe .hUndfed twenty (120) days 
after, .fiscal year end,.

9.2l,'7 Altho.ugh the Fund is intended to, be ,of perpetual 
duration,. Frahchis.o.r retains the right, to terminate the Fund,, The 
Fund will not ;be terminated, however. Until all 'contributions have 
been .used for' the purposes: df'Soribed .above or returned to contributors 
on a ;pr,0' rated basis'.

9 .,2.. 8 Franchisee, authorizes Franchisor to eollect, for 
remissioh to the .Fund, any advertising or promoti.onal monies or 
credits offered, by any supplier bas.ed upon Fi'anchisee's purchases. Any 
adverti.s:ing Of' promotional, monies or credits Franchi'sor collects from 
any supplief based upon .Franchisee's purchases will -not be. Credited 
toward Franchis:ee's .re'qui-red contribution to the Fund.,.

9,. 2 .,9 :Franchisor '.may .establish an, advertising council of 
franchisees. If established, the. council will ad.yise Franchisor on
advertising' policies, and Franchisees will elect the members of the 
.council. The council, will be advisory and' .have no- operational or 
decision-making power. , The council, will operate: under its 'Own by- 
laW.s,, but Franchisor will have, the right to .change or dissolve the 
council.

9..3 Franchisee: must obtain and maintain a bold listing in the
whi.te pages directory (or equivalent) servicing franchisee's, area 
under the name '-'Tom N Toms" or "Tom h Terns, Goffee;" or any o.th'et' name,; 
designated by Franchisor.. If Other Tom N Toms 'Co'f'feehouses are.
located nearby, Franchi.See must participate -in any local .advertising
cooperative that Fr'anchiso-r, establishes or causes to be fo-rmed',, if 
Franchisor requires Franchisee's participation., S.Uch, partlGip.at-ion 
may involve', for example, paying a pro, rata share of the cost of 
'yeil,0.w pages advertising (or equivalent:) placed, on behalf Of
Franchisee and o:t,her Tom ,N, Toms, Coffeehouses ^ If no- other Tom. N Toms
-Goffeehouses are located nearby, F’ran.chisee must maintain a diapiay 
adver.tiseinent,^ in a .form Franchisor specifies, .in the local yellow 
pages directory (or equivalent,):. The cost of Franchisee:'s white pages
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an'd yellow pages advertising (or equivalent) will, b:e borne by 
.Franchisee., FranGhisee itia'y not soli.cit business through the use of an 
8QiO (or cither toll-free) number,. direGt mail or other advertising 
method ,w:i,bhout Franchisor's- prior "written consent.

9.,4s Franchisee must submit to Franchisor', fdr its approval, all 
materials to be uS.e.d, for local advertising', unless they have !b.een 
approved before or* they consist only of .materials Franchisor p'rovid.ed,. 
.All, masterials- containing the Marks must include' the designation 
trademark. ™, registered trademark ®y service mark c.opyright ©., o;r 
any other de.Signati.bn Franchisor specifies. I.f Pranchisee does not 
receive, written o.r oral disapproval of any materials submitted within, 
ten, (10) days from' the date Franchisor receives the -materials, the 
materials are deemed approved. Franchisor ma,,y require Franchisee to 
withdraw artd/or. discon,tinue the us’e' of any promo.tional, materi'als or 
advertising', even if previously' approved. Franchisor must make this 
requirement in writing, and Franchisee will have five i(,5) days after 
receipt of Franchisor's no-tlce to wi.thdraw and/or dlsc.bntinue use of 
the materials o.r ,adv.erti,s-ing. FtanchlSe.e must Include in a'ny 
significant display advertisements,, and in, marketing- materials fo.r the 
Coffeehouse, in conformance with standards in the Confidential 
Operations- Manual,, a nbti.ce; tha't the; Co'ffeeh.ouSe l,s individually owned 
and operated’,. Subject, to any legal restrictions, Franchis-ee also must 
display or make availa-ble,, in the reception area of: the. Goffe.e.house, 
.marketing materials intended, fb-r general c.ustomer.S' that Franchisor may 
provide to. Franchisee from time to time.

9.-5 Franchisee acknoW'l,edges and a.gree'S that Franchisbr will own 
all rights to' and interest in each telephone, number and telephone 
.directory listing used by- Franchisee that is .associated in any irianher 
with F.ranchisee's CGffeehbuse and/br with any Mar!k {'"Telephone 
Listing"') . .FranGhlseei -ackho-wledges and aprees that all. goodwiil 
arising from o-r -in connection with the use of each Telephone Listing, 
will inure to .Eranchiso'-r's benefit. Promptly after the expiration,, 
termination,- repurchase or transfer of the franchise;, and at
Franchisee's own expense, Franchisee will notify all telephone 
companies, -with, whom. Franchisee has any Telephone Li.sting and, direct 
them -to transfe'r the 'Telephbne Listing- to Franchisor or to- any 
person (s) Franchisor deslgnate.s, and Fra-nchlsee will ex.ecute .any and 
all, document's necessary to complete these trans.fer-(s.) . Upon the
exe.cution of -this Agreement,- Franchise.e will sign a- telephone transfer 
content and authorization, in a form substantially similar to Exhibit 
G, granting Franchisor the authority to change, transfer or terminate 
Franchisee's Telephone Lis.ting (,s), on Franchisee's behalf. Franchisor 
will, use this authorization only if Franchisee does, not comply fully 
with this Section 9.5 after the expiration,,, termination, repurchase or 
transfer o.f the; franchise.

,9.6 Eranehisee shall not maintain a World Wide Website or 
otherwise maintain a presence or a.dvertise on the Internet or any 
other public computer net-wOrk in connection with the Coffeehouse 
without Eranchisor'-s pribr written approval, which Er'anchlsor may
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withhol# for- any reason or foi? no reason; Franchisee, will submit ,to 
Franchisor' for approval befere use>, true and GOrrect printouts of all 
Website! pagea FranGhisee proposes to use in FranGhisee's Website in 
connection *ith the .Coffeehouse. Eranchise.e understands and agrees 
that Franchisor':S right of approval of all .such. Web materials i.s 
•necessitated by the fact tha.t such Web materials' will include and be 
in.extrieably linked, wi.th. Franchisor's Marks., Franchisee may onl.y use 
material which .Franchiser has approved. Franchisee's' Website; shall 
conform to all of Franchisor's' Website requirements,, w.hether set for.th 
in. the GOnfi.dential Ope'rations Manuals of' otherwise. Franchisee, 
agrees to provide all hyperlinks or other links that Franchi.s.or 
requires. If Franchisor grants approval for .a Web'si.te, Franchisee may 
not use any of the Marks at the site except as Franchisor expressly 
permits. Franchisee may not post any of Franchisor's proprietary, 
■confidential or co.pyrighted material or information on FranChiseei's 
Website without Fr-anchisor''s prio'-r written consent.. If Franchisee 
wishes to modify the approved site, all proposed modifications mu’st 
also re.cei.ve iFranCbisqf’'s ■prior writ.ten approval . Franchisee
e.xpiicitl.y understands that Franchisee may hot post on Franchisee's 
website any .material which any third party has any direct or indirect 
ownership interest in. .(.includihg,, without limitation., video clips, 
photographs,, sound bites, co.pyrighted text-, trademarks or service: 
:marks, or any Other text or image in which any third party may claim 
intellectual property ownership interests). Franchisee will list on. 
Franc.hi.see's Website any Website maintained by Franchisor, and .any 
other information .Franehisor requires in the, manner. Franchisor 
dictates;. Franchisee agrees' to obtain Franchisor''s prior written 
approval fOr any internet d.o.main name and/or home page' address.. The 
.requirement for FranGhisor’ls prior written approval set, forth in this 
Section will apply to. all activities on the Internet Or o.thex 
communications network to be conducted by Franchisee, except that 
Franchisee: may maintain. One Or more. E-mail addresses and .may eo’hduct- 
indlvidual !E'-mail eommunicati.on wi.thoUt F.rahehisO'r's prior approval as 
provided above, if Franchisee proposes to send advertising to multiple 
addresses via. E-mail.

ARTICLE X
REPORTS TO FRANCHISOR

10.1 Franchisee shall keep full, complete and accurate books and 
accounts In accordance with generally accepted aGeOun.tlhg' principles 
and in aCcOrdanGe with the S:ystem, and Franchisee, shall submit to 
Franchisor:

A. GOne.urrently wi.th the payment of the Royalty Fees., on 
a form supplied or approved, by .Franchisor, a signed and verified 
sta.temeht of Gross S'ales in cash, credit a.hd/or other- charges, and 
when Franchisee is fied into. the. computerized cash register system: 
such reports shall be' transmitted eleetronically;
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B. Within sixty. (;60'), days' after, the, close of each, twelve
i(,l2.) month period, an annual p'ro'fit and I'dss statement for the 
Coffeehouse for such, year and’ a balance sheet, for the: Coffeehouse as' 
of the end. of such, year, reviewed by an independent certified public 
aceofthtant... Frahehisor may randomly select a franchisee of
f renchi.sees: who will be required to have ah audi.ted financial 
Sitatement pfepared by a Gertified public accountant selected .by the 
franch.!see, b,ut who shall be; acceptable tp. Franchisor,, which opinion 
may be qualified only to the extent reasonably acceptable to 
ffanchisor,;

C. , Promptly when prepared, a. copy of all Of Efanchisee's
Fede;r,al,, State and Lpc.al tax returns o,f any kind of hature; and ,a. 
certificate from .Franchisee's a.ccountant that all Social Secufl'ty 
payments, tdxes and fees required to be paid by Franchisee have been 
paid, and that there is no reason, to belie:ve that Franchisee's 
corporate status,, if Franchisee is a corporation,, has been impaired; 
.and

Di Such other periodic' forms and reports as may be 
reasonably pre.sefibed by Franchisor.

10.,2: Franchisee, shall, preserve;, fpr a period, of not less, than 
.thfe'e (3) years, all accounting fecord.s and suppo.rtihg documents 
relating to Franchisee's busines's under this .Agreement,.

10.3 Franchisee shall record, in a manner approved and 
designated by Franchisor at the time of receipt-, a.ll sales of 'all 
products sold by Franchisee from Franchisee;'s Coffeehouse in a 
computerized cash register of a type designated by Fr’anchi.sGf,, or, on 
any other imachine or .recording device recommended or approved in 
ad.yah.ce by Franchisor.

10.4 In order to determine whether Erahchisee is complying with
this. Agreement^, Franchisor or its des.ighatecl agents shall .have the 
right, at any time during. reasp.n'able business hours.,, to examine., at 
i.ts expense., the .books, records'., cash control devices, income tax 
■returns, bank statements, sales records of the Goffeehouse!, and the 
books and records of any corporation or, partnership which owns the 
fra.nchise;. Franchisor shall also' have the; right,, at any time, to have 
an: independent audit made of the books Of Franchisee.. If an
inspecition., or -audit should reveal that- Gross Sales a-nd./or payments, 
have .been understated in any report to Franchisor by more than two 
percent, ('2,%.,),, then F-fanchisee shall, upon', fifteen (15) days;' notice,, 
pay to FrahGhl.sof the amount unders.fated upon , dema.nd, and in addition, 
reimburse Franchisor for any and all costs and expense's connected with 
'the inspe.ction Or audit (.incl.uding without limitation, reasonable 
accounting and a.ttorneys' fees,, travel, .expens.es, room and board and 
compensation, of .employees ot' agents of Ffanchis'or) . -The foregoin.g 
remedies shall be in addi:tion to any other remedies 'Franchisor may 
have hereunder p.f under applicable; law..
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ARTICLE XI
CONFIDENTIAL OPERATIONS MANXmLi

I, 1.1 Franchisor shall Tend to ;Eranehisee a confidential 
operation’s manual published by Franchisor (’the "Confidential 
Ope'r-abipns Manual") which shall ihelude., in part, the business 
procedures, .technical adyice, and rules; and regulatidns- for operating 
the business.

II, .2 Franchisee acknowledges^ and agrees that:-

ft.., The, -confidential Operations Manual is, and shall
remain,, the property of Fr,anchi,sor‘ throughout the term of this 
.ftgr-eement, any renewal hereof add thereafter;

B. The Confidential Operatiens- Manual .contains 
confidential information which Franchisee- will protect as a trade, 
secret, and its; loss will cause substantial damage to Franchisor and 
-othe.-f .franchisees,, although the -amount of such 10s S: wo.uld be
incalculable w-i-th any degree of accuracy;

©. Franchisee shall not reprint or reproduC.e .any portion 
of the Confidential Operations Manual fo-r any reason; and

D-., Upon termination of this Agreement for any feason. 
Franchisee .will immediately return the Confidential Opera,tio,ns Manual 
to Franchisor.

11.3' Franchisor may reasonably add to or otherwise modify the
Confidential Operations Manual., from time to- time;, whenever it 
considers such additions or mo.di.ficafions de,sitabl,e to improve or
maintain the st'andards .of the System' and its efficient. operati.dn, or 
to protect or maintain the, g,oodwill associated with the "Tom N Toms" 
or "Tom N- Toms Coffee." name and Marks or, to meet compefition, provided 
such additions or modifications .are system-wide; in nature and do rio't. 
substantially increase, Era-nchls,ee’'-S economic burden.

ARTICLE XII
insurance

1,2.1 Franchisee-, at, its- sole cost and expense., shall -obtain, and 
place with ah insurer rated in- Best's 'Directory who is
aufhori-ze.d; to do: business in the state in whl.ch Franchi.see's
Coff.eehouse is located-, and to keep in full fprce and effec.t, during, 
the; terms of this Agreement,- insurance covera.ge on an "oGcurrence 
basis'"' ham'-ing Franchisor,, its officefs, dlrecitors- -and s'hafeholders and 
any supplier of Products, and, .any desig-nafed primary and secondary, 
lessor as- co-insured'S (such insurance policies referred to below 
colle.ctively as- "Ihsurance") as fo-HoWs':
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,A. Broad Form eomprehen'siye Gfeneral Liability with limits' 
of no less than Two Million Dollars. {'$2,0:00/O'OO,) in. ease of; damage or 
injury to one or' more .persons,, including indemnifi.Gation, coverage and 
property damage i-nSurance. .of Five- Hundred Thous.and Dollars ($*500,. 000;,) ; 
both of which, shall be considered .primary policies;;

B. .. All risk covefage on all ;pers,ofiai property coveting 
Franchisee's Coffeehouse .and premises and' contents thereof, including,, 
without limitation, all, supp.lies, inventory, fixtures, and equipment 
and tusiness interr.uption in amounts not; less than is sufficient to 
meet the eo-,insurance requirements, of Franchisee' s p.olicies., and which 
business interruption insurance covers at least six (.6) months of 
rent, royalties and adverti,sing, fees., and contain a replacement value 
endorsement in an amount not .less than, ninety percent (90%)' of the 
replacement value thereo'.fand any loss shall be payable t,o Franchisor 
and Franchisee as their interests may appea.r;

C. .worker',s Compensation and Disability .Insurance as may' 
be required' by law;

D. . products Liability Insurance in an ambUnt not. less 
than. Two Million Dollars '($;2,, 00.0,000) > which policy shall be 
'CortSid'ered primary;, and

E. Any other' insurance, co.verage as required by the' State., 
Federal or lo.cal municipality in whi.ch the fran.chised, premises are 
located.

1.2.2 The ins.urance shall cover the .acts; or o.m'i.ssions of each and 
every one of the persons who perform services, of any nature at 
Franchisee's, Coffeehouse;, and shall, proteef against all a'.ets- of any 
.person's who pat'ronize the Coff.eehoUs.e and shall contain a waiver of 
subrogation against Eranchisor.

12.3 Pr'io;r to the. opening Of Franchisee's GO.f fe.eho.us.ei,-
Franchisee' will deliver to Franchisor certificates of the; Insurance,, 
together with the copies of, the actual po.i,iGies issued, and will 
promptly pay .all premi.ums thereon as a’nd when the same become due.,. 
All policies shall provide that they are non-cancelable as to 
Franchisor unleS'S, Franchis:or receives at least thirty (3'0) days' prio.r 
wrltten notice of cancellation., .Franchisor shall have the right, but 
shall not be obli;gated., to pay premiums due and unpaid by Franchisee' 
or else to. .obtain substitute coverage in the case of cancellation. 
Any cost thereof to Franchisor s.hall, be added to the Royalty Fees 
otherwise payable to. FranGhisor under this Agreement,, provided, 
however, that. same, shall be due and payable to Franchisor .by 
Eranehisee within five (.5) days of demand therefor,.

12., i Franchisor reserves the right to demand that Franchisee 
obtain Insurance from, time to, time which is different in, eoverage., 
risks, amount Or otherwise from' the foregoing .in order to protect 
fully the parties having insurable .interests in franchisee's
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Coffeehouse,, phowide.d s.uch Insurance is reasonably common ,in the area 
for -similar operations.

12.5 Franchisee shall imme.diat’eiY .hoti.fy Franchisor, in writing, 
of any accidents-, in.jury> occurrehce or claim tha.t might g.i.ve rise to 
a liability or claim, against Franchisor or which cpu'ld materially 
affect. Franchisee's business,, and such notice shall be- provided no, 
later than the date upon which, Franchisee notifies Eranchisee-ts 
insurance carrier.

ARTIGLB XIII
REIATIONSHIB OF THE PARTIES; INDEMNIFIGATION

13.i The -reiationship between Fran'chisot- and Franchisee is 
strictly that, of a franchisor and franchisee., and ;Fr'a'nehi,see shall, be 
deemed to be an, independent contractdr. This. Agreement does: hot 
create a fiduciary relationship between Franchisor and Franchis.eev 
j:oint venture, part net ship-, dr agency,, and any act or omission of 
either party shall hot bind or obligate the other except as expressly 
se-t forth in this Agreement.

13..2 Franchisee- recogniz-es that Franchlsot' has entered into this 
Agreement in reliance upon and in reco.gnition of the fact that 
Franehisee will have full, responsibility for the mana.gement and 
o,pe;ration. of the business, and that the amount of profit or loss 
resulting from the operation of the .business’ will be directly and 
solely attributable to the performance of Franchisee.

13.3 E-xdept as expressly 'granted in this Agre.ement,, Franchisee 
recognizes that nothing contained in this Agreement .shall be construed 
as giving to Franchisee or to any other person or entity,, any right or 
..interest in Franchisor's, names,. Marks, trade se.crets., methods,, 
procedures of techniques de.veloped by Franchisor and used in, the 
system. Further, excep.t as specificail,y set forth in Article i .above,, 
hothlhg contained in this; Agreement shall be construed aS limiting 
Franehisor's right,, title of interest in the "Tom N Toms-" or, "Tom' N 
Toms eoffee" name, Marks, trade se'eretSr methods., procedures and 
techniques' which are a part, of the System or Franehisor's sole and 
exclusive right to register trade secrets,, me.thods, pfocedures, and 
technl.ques..

13.4; In all public records and prominently displayed, in 
Ffanchisee:'s Goffee'house and! .in Ffanchisee's relationship with third 
parties., as well, as oh letterheads and. business forms,. Franchisee 
shall indicate .clearly the independent owhership' of Franchisee's 
Coffeehouse’, ahd that the operations o.f same are separate and distinct 
from the operation of FranchisO'r' s business. FfanChi.Sbr shall ihave 
the absolute right to approve and/'or supply any si.gn displays 
containing the foregoing.
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1,3.5 Fr.anchis,or shall ihave no liabi-i'ifey. for any s.ales/ , use, 
excise, gross' receipts, property of other taxes,, whether le.vie'd upon 
Efaneh-i'see,, the Cof'fe.ehouse or its assets,, or upon Franehisp.r in 
connection wi.th sales made,, services performed or business conduc.ted 
by Franchisee.

13.,6 Franchisee shall indemnify and. hold Franehis'O.r and, its 
aubaidiarles,' aff iliates./ stockholders, .dir e.ctofs,, officers,,
employees,, agents and assignees harmless a'gainst,, and to reimburse 
them for any I'o.ss'r, liability, taxes or damages (actual or
consequential)' a^hd all .reasonable costs and ex;penses of defending' any 
claim brought against any of them or any action in Whi.ch any of them 
is named as a party (Including,, without limitation, reasonable 
acGountants’',, attorneys' and' expert witness fees,. costs of 
investigation and proof ,of facts/ court costs,. othe'r litigation 
expenses’ and travel and .living expenses;): which any of .them may suffer., 
sustain or incur by reason' of, arising' from or in connection with 
Franchisee'’s ownership of o.pefation o.f the; Coffeehouse., ■which Is due 
to Efanchlse.e's .negligence, breach of contract p.r othef civil wrongs’, 
unles's such loss, liability or damage, is, solely due to the negligence 
of Ffanchispr, (or any 'Of itS' af,filiates, i..e,.,, any company
G'ontfoiling,. eontrOll.e.d ;by, or under common control with. Franchisor) 
in producing, handling or storing the- :prQpr,-ietafy beverage,/food items 
sold, to Franchis.ee (provided Franehlso.f shall have established that 
iFranchlsee .inspected sUeh, pfopfietary beverage/food items in 
a.GGOldance with the procedures set. forth in the Gon.f idential 
Opefa.tions Manual and could not have reasiOnably discovered the 
'adulteration or other defect in such proprietary beverage/food items 
which was the case of such loss-, liabili.ty or damage) , .Eranchisee 
aCknowled.ges and agre.es that .any action or inaction by any third party 

.an independent carrier) which, is- not an a.ffiliate of 'Franchisor 
in connection with handling or storing the .Products shall no-t be 
attributable to o:r constitute negligence of Franchisor..

13.-. 7 Franchisor shall indemnify and. hold Franchisee, harmless 
against, and to reimbUr,.se Ffanchisee for, any loss'., liability or 
damage (actual or' consequential,) and all .reasonable costs and expenses: 
of' defending any claim bro.ugh.t against, Franchis.ee Or any action in 
which Franchisee! is named as ,a, pahty ('Ihcluding, wi:tho,ut limitation, 
reasona'ble accountants',, attorneys' and expert witness fees,, costs of 
investigation and pfOof of facts., court costs, Othef litigation 
expenses and travel and living expenses) which Ffahchisee: may suffer, 
sustain or incur -solely by reason of, arising from, or in connection 
with the negligence of Franchisor (or any of i.ts affiliates,, i..e;., any 
company ■Controlling,, controlled by or under common, Gontro.l with 
Ffanehisof): ,in producing., handling or storing' the. iProducts. ('.provided 
Franchisee: shall have established that Franchisee inspected such
Products' in accordance.' wi.th. the p'roGedure's set forth in the 
iConfidential 'Operations Manual and Could; not have reasonably 
discov..e'r.ed the .adul.teration or oth.er, ■defect in such Products which was 
the cause' of such, loss,,, liability or damage) ., Franchisee acknowledges, 
and agre.es that .any action or, inaction by any 'third party '(:e:.g., an
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.independent, carrier) wSi.eh. is no,t an affiliate df Franchisor in 
connection with, ,handling or storing proprietary beverage/tood items 
shall not be attributable to or constitute negligence of Franchisori.

ARTICLE XIV
COVENANTS NOT TQ GO^ETE

14.1 pu.ring the term, ,of this' .Agreement,' or any extension
thereof, neither Franchisee, .nor any partner, if Eranchlsee is a 
partnership,, nor any shareholder, if Franehisee is a c.orporation, 
shall either directly Or indirectly for himself or herself o'r on 
behalf of, o'r in conjunction with any other' person,, persons, 
partn’ersh'ipv association or corporatipn,' own, maintain, engage in,
parti.cipate, or have any interest in the operation 0,f any enterprise 
which is the same or substantially similar' to, the Tom N Tom.s 
franc-hise;, or any other, business whidh- distributes> produces Or sells 
the Menu Items (where the cumulative' sales of such. Menu Items comprise 
at least .50'% of total sales of such business),, provided, however, that 
this prohibition should not apply to. the ownership by Franchisee of 
additional Tom N' Toms Goffeehouses.

14; 2, For a period of two (2) years following termination, 
expiration, or non-rehewal of this .Agreement,. except where the. 
terminatioh occurs due to the fault or action of Franchisor and not 
due' to default of .Franchisee or any partner, if Frahchisee Is a 
■partnership;, or any shareholder, if Franchisee is a, corpora,tion.
Franchisee shall hot,, except with respect to' the ownership or 
operation by Franchisee of additi,,Ohai G-offeehouses':

A. Engage,, employ or' compensate Of s.eek to employ -any
person who is at that time, engaged, operating or employed by Or at any 
:o'ther Goffe,ehOuses„ o.r to otherwise directly or indirectly induce such 
person to leave employment at any Goffeehouse,;

B. Either directly or indirectly fo.r .himself or bh the 
behalf o.f, 'or in .conjunction, with,' any other .person, p.er.sons, 
partnership, association or corporation, own., maintain?, engage in, 
participate in, or have any interest in the operation, o-f a;n,y 
enterprise, which, directly or indirectly competes with or is the same' 
or substantially similar tO' the franchise covered by this Agreement, 
or which distributes, produces' or sells the .Products, within the' 
"Minimum Area of Competition". The- "Minimum Area of Competition" shall 
be deemed to be that area which is within ,a radius of fi-ve ,(5) miles 
from. Franchisee's Goffe.eh'ouse,, or any other Coffeehouse in operation 
on the effective date of termination or eXpira'tion, whether fr'anchis.ed 
:or eompa.ny-Owhed.

14.3 If Fran.ehisee fails o.r refuses to Comply with any covenants 
of thi;s Article:, even if such failure or refusal is bas;ed up'on. a claim, 
t'ha.'t the l.aws of any particular j,urisdiction ex.cuse s.u.ch non-
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compliance, or, ,make the provis.ipna u'nehf'oreeable in whole or in part, 
and provided that the 'Jurisdiction in which. Franchisee's Cpf'feeho.use 
is leeated permits. Franchisee separately covenants and agrees that 
while- this Agreement is in e'-ffect and for two- (2,), years after its
termination,, ,exce,pt where termination o.ccurs due to the fault or 
action of ,Franchlsor and not due to default of Franchisee,, Franchisor 
shall, have the right to, require that all sales made ,in the operation, 
of any huslnes-s which directly ©r indirectly competes with:
(a;) Franchisor; (h) a Coifeehouse-; dr (c;) the System, or which
distributes, produc.e.s or .sells, any o,f the Products (ij anywhere., if
this Agreement is then in effect, or (ii) within, the Minimum Area of 
Competition, if this Agreement has been termihated, shall be reported 
to Franchisor-. .Franchisee agrees to pay Franchisor upon demand, the 
wee-kly fee of Five Hundred Do.llars ($’5’00;): at the tiitres and in the
manner specified' in Article V above., all Without being deemed to
revive, .mo.di.fy or expand, this Agreement,,. The covenants of this 
.Article shall survive the termihatioh or expiration of this Agreement...

14.. 4.Franchisee .shall not., during' the term of this Agreement, or
after its- termination or non-renew.al, communicate, or divulge to ,any 
o,ther person,: persons., parfhership 'or, eor.p.or'atlon^ any information or 
knowledge GanGerning the methods: of o.peration us.ed in a Gdffeehouse
fra'nphi.se, nor shall Franchi-see ,disclOse or divulge, in Whole or in 
part,, any trade; secrets: of Franchisdr' or its affiliated companies o'r 
S'Ub si diaries.

14.. 5 The eovienants; contained in Seotions 14',..2, 14.3 and 14.,4 
above shall be, construed as indep.enden.t. .of any other covenant or. 
provision of this Agreement., If all or any portion of a covenant in 
this Articl.e is held unreasonable- or unenforceable, by a court or 
agency having valid jiurlsdi'Otion in any unappealed final decision to 
-which Franchisor is a party. Franchisee expressly agrees to be bound 
by any leSSer' cove-hant subs.umed with the. terms -of such co.vena-nt, tha.t 
imp.oses the maximum, duty permitted by .law, as ,i,f the .resulting 
.covenant were separately stated- and made a part of this .Article.

14.. 6 Franchisee .ackno.wled.ges; that the foregoing restrictions are 
rea:s;o.nablei, are not vague or indefinite', and are ;designedi to protect 
the le.gitimate business interests of Franchisor, and that in the event 
of a brea.ch of co-yenants contained in this bara.graph, the damage, to 
Franchisor Would be difficult to ascertain. In addition to the 
liquidated damages payable to Franchisor as provided below for the. 
breach of any or' ail, of the, above cove-nan-ts, -Franchisor shall, be 
entitled to seek injunctive and/or other equitable relief against the 
violation. Of any of those covenants,, together with reasonable 
attorneys' fees ;and costs:.

14.7 :Covehants: Gontained in this Article Shall be construed as 
severable and independent and shall be ihberpreted and applied 
COhsistent .with the requirements of reasonableness and -equity. Ahy 
judi.cial reformation of these covenants consistent with this 
.interpret'ation shall be enforceable as though contained in this

Page 1,05 of 228



Agreement: and shall not affect, any other provisions or terms of 'this 
Agreement..

ARTIGLE XV
MODIFICATION OF THE SYSTEM

Franchisee undefstand's and, agrees that' the Sy.stem must hot remain 
static if it is to meet, without, limitation, presently unforeseen 
Ghange.s in technology, competitive circumstances., demographic.s,,
populations,, consumer trends-. Societal, trends,, other market place 
variables and the needs- of customers, and to best serve the interests 
of ‘Fra-nchiso'r, Frahchis.ee- and all other frahchisee's. Accordingly, 
Franchisee expressly understands, and agrees ,tha,t Franchisor may from 
time to time change the components of the System, including,, but- no,t 
limited to, altering the products,, programs., services, methods^-,
standards,, fo.firfts, p.olicie.s ,and procedures Of that System; abandoning 
the System al-tog,ether in favor of -another system in connection with- a 
merger, .acquisition,, o,ther busi-ness -combination -or for, other reas'ohs; 
adding, to,, deleting from or modifying those programs and services 
which Franchisee's Coffeehouse is authorized to offer,; modifying or 
substituting entirely the building, premises,- equipment,, signage',
trade dress, decor, color schemes and uniform specifieatl-ohs and all 
other unit constru’etioh, design,, appearance, and Operation at.tri-butes, 
which Franchisee i,s- required to Observe hereunder; and changing', 
improving' or modifying the .Ma'rk's.. 'Sub.jiect to the other' provisiohs Of 
this: Agreement, Franchisee expressly -agrees tp abide by any such 
modifications, ehang.es, additions, deletions and altera'.tions, 
■provided, however, that those, changes, do not materially- and' 
unreasonably increase- Franchisee' s obli.gations under this ■Agreement..

Frahchisee shall accept, use and ef.fec;tuate any such, changes o,r 
modifications to,/ or substi.tution of, the. System as i,f they were part 
of the System -at the time that this Agreement was executed.

Except as provided in this Agreement, Franchisor shall not be 
liable to Franchisee for any expenses., loss:es or dam’age's sustained ;by 
Franchisee as a restilt of any of. the; modifi cations contemplated 
hereby. Franchisee covenan.ts not to commence' o-r, join in any
litigatioh or other proceeding agai-nS-t Franchisor or any third, party 
compla-ining of any such modifications or seeking expenses', losses -or 
damages caused, therebyr Finally, Franchisee -exp-ressl-y waives any 
claims-, demands Or damages arising from' o-r related to the foregoing, 
activities including, without limitatioh, any claim- of b-rea.ch of 
contract, breach of -fiduciary duty, fraud,, -and/o'r breach of the 
implied covenant of good faith, and fair dealing..
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ARXIGLE XVI 
ERANCHISEE

The term ''FranGhrsee'" shall include all per-sons who' succeed to 
the interest of the. 'original Franchisee b.y transfer cr operation of 
law, and s'hall be 'deemed to include not ohl,y thei individual or entity 
defined as "Franchisee" in the introductory paragraph of this 
Agreement, but shall also include partners of the entity that execute 
this Agreement in the e.vent the entity is a, partnership, and a.ll 
shareholders,, officers and directors of the entity that execute this 
Agreement in. the event the entity is a corporation. By their 
signatures to this’ Agreement, all, partners'-,, shareholders,, officers and 
directors of the entity that signs this Ag.reement a,Si Franchisee 
acknowledge a.nd -accept, jointly and Severally, the duties and-,
obliga-tlons. imposed upon each of them, individually, by the terms of 
this Agreement . The .singuiar usage incl,udes the plural and the neuter 
and -masculine usages include the other and the feminine..

ARTICLE XVII 
TERMINATION

17.1 Franchisor- m’ay terminate this'- Agreement, upon the' occurrence 
of any of the following events of default-:

A.i Failure by Franchisee to make complete- and timely 
payment of any and- -all fees and billings due Branehisor o.r any of its 
s-ubsidiary or a'ffiliated, corporations;,

B. Failure to comply with, the reporting or, record keeping 
requirements of this Agreement, and/or the- under-reporting of -Gross 
Sales by percent (2'%), or more,,-

Ga The misstatement by Franchisee of any material fact/ 
or ■failure to, disclose or the understatement of any material fact in 
-any report furnished to 'Franchisor pursuant to this -Agreement or the 
C’onfide.h-tia.l Operations Hanual,, whether or' not such, mlsstatemen.t or 
fadlu're to disclose or understatement isi intenti.o,n.al;

D. , A ibreach -by Franchi-see of any provision of this
Agreement., any 'material p'rovisidn of the, Conf id'ential Operations 
Manual,, or any o-ther a-gre.ement bet,w,een FranChiSdr and Franchisee or 
any of its. Subsidiary of affiliated corporations-;

E. Fail,ure by Franchisee to make good faith efforts to 
carry out the. provisions of' this Agreement-;

F. Franchisee's engaging in, any conduct of practice; that, 
in the reasonable, opinion Of Franchisor,/ is- detrimental- o.r harmful to 
the good name,, g’ood.will or, reputation, of Eranchisor, or its products of 
other franchisees or the public;
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G. Franchisee's engaging in any eghdiiet or practice that 
is a fraud upon consumers, or is, an unfair, unethical, or deceptive 
trade, act- or practice,;

'H,. Any pledge of attempted pledge, of Franchisor',s credit 
'by Eranchisee,, .or an attempt, by Franchisee to bind Franc-hisof to any 
obiigation;

I. , Failure b.y Franchisee to; participate in the
adverti'sing, pfombtidhal,, or' marketing activitieSy services, and 
programs that are established by .'FranGhi'sor or Franchisp.r' s .National 
Advertising Fund,;

J. ■Unauthdrized or .improper use by FEanchis.ee of 
Franchi.so.r's Marks*;

K. . Misuse or una^thori.zed .disclosure by Franchisee of the
Confidential Operations Manual, information of materials ;.

L. Failure to use or sell any of the: proprietafy
beverage/food items to the exclusion .of those of any competitors and 
the failure to perform., all of the services re.quired. by Franchisor., 
including but not limited to the forwarding of copies Of ail health or 
sanitation or other regulatory agency repofts t,o Franchisor 
immediately upon, receipt thefeof;

M. Failure to open Ffanehi.see's eoff eehouse at the
location designa.ted by Ff.anchis.eje within the time .spe.ci.fied: in the 
lease or sublease;

N. Except as otherwise provided herein, failure by
Ffahchisee to p.urc'has.e Franchisee:'s entire. requiremen:t of any of the 
proprietary beverage/food items either from Franchisor or from sources 
of supply desighated by Franehisor' .and to sell the s:ame to the 
.eonsuming public using Franchi.see''s best efforts:;

O. . Failure to correct any l.o.cal., state of municipal
healthy oh sahita.tion .law or code, violation wi.thih twenty-four ,(2 4) 
hour's after being cited. f:o,r such violation; or

P. -Sale: of any proprietary beverage/food items tOi other 
than the retail cus.tomer (ultimate' consumer), without Franchisor''s- 
prior e.onsent.

17.2 To terminate Franchisee for de:fault of this Agr'eement
pu-rsuaht to Section 17.1 .above. Franchisor shall first provide 
Ffanchlsee with wfltteh notice of termination, which notic,e shall 
specify the reason for and the Effective', Date of T’e'tmination,. This 
Agreement shall terminate oh the date specified in the notice, which 
shall not be less: tha.n thi.rty (3i0) days from* the date, of the. notice 
(or 'Such longer period ,as provided, by Sta.te law), unlessf
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A. 'Eranehisee eures; the default or reason for te^inatdon 
during the n’oti.ce period;

B:.- Eranehlsee has in good faith, initiated a cure of. the 
default or reason for terminatio.n, within the notice period, and, s;uch 
default or reason cannot b,e completel.y cured during the notice period 
because of fa.cfor.s reasonably beyond, the exclusive control, of
Eranchi'see, in which event Eranchiso-r, by notice, shall permit
Eranchisee a. reasonable oppo.rtunityv in light of such factots, to
effect, a complete cure; or

C. The provisions of Subsection, 17.2 A and B
notwithstanding, this .Agree.ment shall nonetheless terminate if:, 
(ij the default or rea.s.oh for termination has been set forth in two 
(2) prior notice.s of t.ermination within any prior twelve (12) month 
period,; or (ii) two (2); or more .health oode' violations have; been
committed within any prior t,w.elve (12), -month period’; or
(iii-)' Franchisee is terminat.e.d ,as' a result of under,-reporting Gross 
Bales b.J- t*o percent (2%) or' more.

17.3 .Upon writteh notice- to Franchisee,. Franchisp.r '.may, without 
right to, cure, immediately terminate this Agreement if any of the 
foilowin.g events of default occur':

A. Any action by Franchisee,. any Of Frahchisee's
partners f if Frahehisee is a partnership, or any of its officers,, 
directors or stockholders., if Eranchisee is a corporation, which 
re.s.uits .in:

(,i) An affirmative, act of insolvency;

(iil Ah assignment for the- benefit of Creditors; or

(iii.) The 'filing of a petition under any bankruptcy, 
reorganization, .insolvency', .or moratorium law, or any la,w for the 
relief of, or relating' to-,, debtors,, except with respect to any 
relief p.ermitted under the Federal 'Bank-ruptcy' Code,.

B. The filing of any involuntary petition under any
bankruptcy statute .a.gainst Franchisee, any of ifs partners,, or any of 
its stockholders owning at least twenty-five (25'%) percent of ah.y-
Class, of stock,- or the appointment of any receiver or trustee to take 
possession of property of .Fta'nchise.e,. any of its partners, or any of 
its stocikholders owning at least twenty-five :(.,2,5;%) percent of any
class Q.f 'Stock of Franchisee';

e,. Failure by Franchisee to satisfy fully a civil
judgment, obtained against: Franchisee for a period of more than thirty 
(3.0) days after all rights of appeal have been, exhaus.ted, ,or execution 
of siuch a judgment., execution, pf a lien, or foreclosure by a secured 
party or mortgage against Franchisee's property,, which judgment, 
executio.n of a lien, or foreclosure by a secured, party or mortgage
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would have an adve-rsie -or de.t'rlmental e';f,fe.et upon rranGhisee-s' 
franchised operation;

D. Conviction of E'ranchisee, or any partner o£ 
Franchisee., or any officer,, director. Of st-oeicholder owning at least 
t.wenty-five' (2-5%') percent of any class of stdcy of Eranchisee, or the 
manager o'.'f Franchisee's franchise:, of any crime, which in the opinion, 
o.f Efanchisor would adyersely^ affect the goodwill of interest of 
Franchisee or Franchisee's, Goffeehouse;:

E. . The uncured default, by Franchisee under any lease ox
sublease o.f Franchisee's Goff'eehous.e which could po.ss.ibi.y xesult in 
the loss by Franchisee of the ri.ght to. possess for any reason 
Whatsoever.;;'

F. , A final judgment or the unappealed decision of a
court, reg.ulatory officer, agency^ or quasi—regulatory agency that 
results in the temporary or* permanent s.u'spensions or .re.vocation of any 
permits of licenses, possession, of which is a prereq.uisite. to the; 
Operation, of Franchisee's bdsihess or is required under applicable 
law.;

G. The direct or indirect assignment,, tfahsfer, sale or 
■encumbrance, by Franchi.See Of this Agreement, of franchise or, any of 
Franchisee's fights or privileges GoHtfary to this Agreement, or any 
attempt ‘by Franchisee to sell, assig,n> transfer or encumber, the 
Qo.ff'eehouse contrary to the terms of this. Agreement.;

H. , Failure by Ffanchisee to; remain open for business as
requifed. by this Agreement or as may be required' by the C'onfidential 
Operating .Manual, as may be limited by l.ocal law or. the prime 
landlord, Or the abandonment or 'vacating by Franchisee of FfanehiSee's 
eoffeehonse Or for three ('3) of mo,re consecutive, days (of for such 
Othef period as would, be grounds .for termination 0:f Franchisee's 
sublease); or

f. Dis.soiution,, judicial or otherwise, or liquidation o.f 
Frahchis.ee,. if Franchisee is a eorporation or parthefship;

ARTICLE, XVIII
RIGHTS AND DUTIES OF THE PARTIES 

UPON EXPIRATION OR TERMINATION

1.8.1 For the purpose of this Agreement, the "Effective, Date of. 
Termination" shall be the date indicated' in any notice .of terminatioh 
sent pursuant to Section 1.7 .,2 or. 17.3' Of this Agreement or, the day 
after the initiai .Term, as set forth in .Section 4..1 of this Agreement..

1.8 .-2, 'Upon the Effective Bate of Termination, Franchisee shall no 
longer be an autho.rized franchi'see,, and Ffanchisee shall pay all, sums; 
of money due Franchisor of any of its. subsidiafy of affiliated
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corporations within fifteen (15) days of the Effective Date of 
Termination, unless EranchiSop gives written notice o,f an extehsioh of 
this period,.

18-.3 Upon the Eftective Date of Termination, Franchisee shall 
discontinue the use o>f all Marks owned by or assoGiated with 
Franchisor and all similar names’ and marks,, or any other designation 
or mark’ associating' Franchisee with the System.. If Erahchisee is a. 
corporation or partnership and, notwithstanding the prohibition, of' 
utilizing the "Tom N Toms" Of "Tom, N Toms Coffee/' name in its 
corporate or partnership name,, has used the "Tom’ N Toms'" or "Tom N 
Toms Coffee" name or any names;, marks or designations that- associate 
Franchisee with. Franchisor in its corporate of partnership name.. 
Franchisee shall., within fifteen (15) days of the Effective Date of 
Terminati,o,n, take all necessary steps to eliminate "Tom N Toms" or 
"Tom N Toms Coffee" from its corporate or .par.tn.e’f ship name,, at 
Franchisee's own, cost and expense.,

1.8 .,4. Upon the Effective Date of T'efminatioa, Franchisee shall 
Cease displaying and using all sighs, stationery., letterheads,, forms, 
manuals,, printed ma.tter, advertising, and, other ma.terial .containing 
the Marks:,, "Tom N TomS, " "Tom, N, Toms. Cof;fee," or any other .names, 
marhs, or designations that, associate FrahChi'see wi.th the System,.

18.5 After the. Effective Date of .Termination, Franchisee, shall 
not tale any action indicating or implying that Franchi..see.i iSi ,an 
authorized franchisee.

18 ..6 Franchisee shail maintain all financial records and r.epor.tSi 
req.ui.red pursuant to this Agreement Or the’ Confidential .Operations 
Manual for .a period of not less than three (3) years’ after the 
Ef.f.ec.tive Date of Termination. Franchisee Shall permit Franchisor to 
make final inspection of Franchisee's financial, records, books, tax 
returhs, and other aCCOuhting records at any time in the three (3.) 
year period follpwing the Effective Date of Termination,.

1-8..7 Upon the Effective Date’ of Termination,- Franchisee shall, 
pu-rS.Uaht to the lease Or suble.ase or conditional lease assignment and 
upo.n demand of Franchisor,- vacate and surrender the: Coffeehouse,
premises, in aecordance with the terms and conditions’ under the te’rms 
of the lease, s.ublease 'and/or conditional .lease assignment .

,18'.’8 Up.on the E,ffe.c.tive Date cf Termination, Franchisee- shall 
cease: all use of telephone numbers used by Franchisee while’ .cohducting 
business as a "Tom N Tom.s" franehi’se, and' shall promptly execute such 
doc.uments or take such, S’teps necessany to remove Franchisee's listing 
as a ".Tom N Toms'" franchise from the "YelloW Pages", all other 
telephone difeGt'ories, and all other tfade or other business 
directories;.

18.9 Within fifteen .(IS) days from the Effectiye Date of 
Termlnatioh o.-f this Agreement, Franchisee shall immediat.ely turn over
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t’o Firahchisor all manualsincluding the Gonfldential Operations; 
Manual, records., files,., .instructio.ns,, recipes, menus, correspondence, 
any and all 'materials relating to the- operati.on of the Franchised 
Business .in Franchisee's possession, and. all copies of such written 
materials, (all of which are acknowledged to be Franchisor'S' property),, 
and shall retain h.d copy or reco'rd of any of the foregoing,, except 
only Franchisee'' s copy o.f this Agreement., and, of an,y correspondence 
between the parties, and any other documents; which Franchisee 
reasdhably needs for compliance with any provision of law and the, 
records, described in Section 18.6 above..

1,8.10 If Franchiso-r notifies Franchisee of its intent to ,do so 
within ten CIO;) days after the Effective Date of Termination, 
franchisor Shall have, the right (hut not the duty) to purchase any. dr 
all of the signs, advertising material, supplies,, e,quipmeht ahd any 
items bearing Franchisor''s' Marks at Franchisee''s cost or fair market 
value,. whi'Chever is l.ess. I.f the parties ..canno.t agree on fair market 
value within a rea-sonable time, each party shall designat'e an 
independent gualified apprals.er,, and their jo-int de'terminatlon 'Shall 
be 'binding' on both parties. If these appraisers are unable to agree
upon a fair market value:, the:y will designate a third, approved
apprai.ser Whose, determination shall be ,binding upon both parties. If 
Franchisor eiects- to exercise Its option t'o pUrchas'e, it, shall have 
the fight t,0' set off all amounts due from' Franchisee under this 
•Agreement.;, and' the Cost of the appraisal,, if ,any, agiairtst any pa.yment 
therefor.

18'. 11 No right Or remedy conferred upon or reserved to Franchisor, 
in, this Agreement is e'Xelusive of any Other right or remedy contained
in this Agreement, or provided, or' permitted by law or e.quity, but each
shall be eUmul,ati,ve of eYery other right or reme.dy.

18,. 12_Liquidated Damages. In the event this. Agreement is terminated 
by Franchisor' in accordance With its terms.., F'ranchi:see shall pay to 
.Fran.ehisOr within 30 days of the date cf the termination> as 
liqul.dated d'amages' for the. premat.ure termination, of this Agreement and 
hot as a. penalty,, an amount equal to the average monthly royalty fees 
.paid 'b.y 'Franchisee, in the 12 months immediately .preceding the 
effective, date of te-rmihation multiplied' by the total humb,.er' of months 
remaining in in the term of thi's Agreement., The amount of liquidated 
dam'a.ges: shall then be reduced to the present value cf such payments; as 
of the date of termination utilizing an interest rate of five percent 
(5'%). Franchisee acknowledges; that Eranchiso-r's losses would be
difficult tP' ascertain and that the 'amount Calculated .under the; 
formula specified in this paragraph, wa'S a rea'S:onable estimate of 
Franchisor's: potential actual damage'-'s to be s.ustained by Franchisee'.s 
breach and, does’ not. constitute ;a penalty or fo.rfeit.ure,. Frahc.his'e 
further acknowiedg.es that the damages described herein (‘i) are true 
liquidated damages-; (ii) a.re intended to compensate' Franchisor for its 
damages,; (iiii are not a. penalty; (iy)' are a reasonable estimate of 
Franchisor's probable loss resul.tihg from '.Franchisee'' s breach, vi.ewed 
as of the .’Effective Date; and. (v) will be in, addition to, all other
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rights' FrahGhis.pr has imd'er this Agreement' to obtain legal or 
eqgltab.le- relief .

I'B. 13 Nothing- contained In this' Agreement shall be deemed to' 
relieve Fr’ahehisee of any obligations or' respoh-sibllities or 
liabilities incurred by Franchisee during the term of this Agreement 
or any renewal terray or Franchisee's lease dr sublease and, which, 
obligations., f espo,nsibilities. or liabilities shall surylve the 
termination, expiration or non--fehewal of this Agreement-, Franchisee:'-? 
lease or sublease.

Article xix
COMMENCEMENT AND HOURS OF OPERATIONS

Franchis'ee= recognizes: that co'ntinudu.s and- daily availability of 
any of the proprietary Menu Items and, Pro.du.cts tp- the public is 
essentiai to the: 'adequate promotion of Franchisee's Goffeehouse,, and 
that any failure to provide ,such availability affects Franchisp'r both 
locally and natiGnally. Franchisee shall make 'Ffanehisee or
Franchisee'e trained :manager persPnally available tp provide the 
Products to the consuming 'publ:ic at, a minimum of ten '(10:) ho.urs per 
day, seven (7) days per week, or as required by any lease, or sublease 
if different, except where prohibit.ed or otherwise regulate,d by a 
governmental authority, inGlud-ihg any state or, .l.pcal, licensing 
'authority, and shall otherwise- conduct the busine.ss in accordance with 
generally accepted business standards.. 'These requirements 'may be 
changed' by :FranChi,sor from time to time and upen rea;s,pnable, notice to 
'Franchisee and may differ- from one franchisee to, another, based upon, 
the- specific characteri.stics o,f a parti,cular io.ca,tion.

ARTICLE yx
TRANSFERABILITY OF INTEREST

20.1 Eranchi'see und’er.stahds and ackrtowledg.es that the rights ,a-nd 
dutie'S' created ,by’ this Agreement are personal, to Franchisee,, and that 
neither this Ag-reement nor the .franchise granted shall be assignable 
or- tran'S:ferable by Franchisee, no.-r may the same, be mortgaged, pledged 
or encumbered by him 'without the express prior written epnsent of 
Franchisor,. Any purported as.s'ignmenh, mortgage, pledge p-r eneumbrance 
of any rights under t-his, Agreement or the franchise, without the prior 
written consent P.f Franchisp.f', .shall be null and void. The .Issuance 
or trans-fer of any stock fincluding by way pf .any public stock 
offe-ririg) or, partnerS'hip interest (s'l .in Franchisee,, or its merger-, a 
'Consolidaf ion Pr di.s solution,, if Frahehisee is a eprpPra.tion or a, 
partnership, .shall be deemed an assignment of this Agreement and of 
the franchise,.

20.2 If Frahehisee is an individual. Franchisor hereby consents, 
upon thirty (30) days' pripr .wri.tten notice-, to the assignment p-y 
Franchisee of all of Franchisee'',s rights and benefits, under this
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Agreement, to a corporation ef, which, Franchisee owns’ at, least a 
ma.jority of the voting and equi,ty stock, provided tdat::

A. S.uch corporation is newly organized, and it.s activities 
and corporate purpose’s a're: ednfine.d exclusively to acting, as’ a 
Coffeehouse franchised under this Agreement,,;,

:B',. Such corporation and. all of its stockholders exeedte, a 
■Transfer of Franchise to. a. Corporation form,, or such other form as 
shall be provided pr. approved by Franchisor, In which they jointly and 
severally ass'Ume all of the. past ,and future obligations of .Franchisee 
under this Agreement, to the same extent as- if they had originally 
e'xe.cuted this Ag.reement aS', Franchisee.-;

C, , Franchis,ee, or Franchisee's designated, manager aetlvei.y
manages such corporation and continues to, devote IranchiseeCs b.es,t 
efforts .and, full and exclusive, time to the: day-to-day operation and 
development of, the franchise and' the business of the C.offeehouse and 
Franchisee shall remain personally liable, in all respects under ,t’hi,S 
.Agreement,, including but hot limited to paymen.t for the, pufohase' of 
any of the Produc.tS, jo,intly and severally with, such eo,rporation and 
any and all other' stockholders thereof; and

D. All stock certificates, o:f such corporation bear a, 
l,e,gend substantially in the, following form,, vfhich shall, be printed 
.legibly and conspicuously on the front of ea,ch, such stock certifica,te,:;

"The transfer of this stock 
certificate is subject to the terms 
and conditions of a certain Franchise.
Agreement entered Into with Tom N Toms 
Franchise, LLC dated ,
20__

2i0.3,. If Franchisee,, any .stockholder or partner of a corporate or 
partnership ffanchise.e, or any legal heir of legatee of any .deceased 
Franchisee’, of of any deceased, stockholder or, partner of any corporate 
or partnership Franchiseei, desires tO' effect, any sale or assignment, of, 
ahy partnership interest., stdck dr other interest .in this ,Agreement, 
o.r of .Franchisor's rights and .benefits’ under, this Agreement, 
including, .w.itho'ut limitation, the ffanchise granted by this. 
Ag.reement., ahd/o.r the ownership or s.ublease for the Coffeehouse 
franchised, by this Agreement, .Franchisee or such other authorized 
person or .party shall give Franchisor written notice of all of the 
terms of any .such bona .fide offe’r within fifteen (.15;) days after 
receipt of such offer., and pfovldihg Franchisor with all other 
documents: and data requlfed, prior to- Franchisor approving the sale. 
Franchiso'r shall have the: right of first refusal., for a period of 
fifteen (15) days, after receipt of such notice:, to notify Frahehisee 
Or such other authorized person dr party of Franchisee's desire- to 
exercise such option, -under the same terms' and conditions, as the. bona 
fide offer,. If Frahchi.s.or fails bp exercise such option in the time
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period allotfed,, then EranGhi'see .shall be free to .ebhtra.ct with the 
persph who made such bona, .fide offer solely oh the same; terms and 
conditions-, subject to Franchisee's: Opmpif.ance wi.th all of the other 
terms and provisions of this Agreement.-. In the e.vent the terms of 
such, bona fide offer' change at any time, then .a,t the time of any 
change,. Pranchisee mus.t re-offer the franchiise. to Franchisor' for ah 
addi.fional fifteen CIS) day period.

20.4 In addition to all of the other conditions set forth in 
Sections 2'D . 2; and 20.3' above that pertain to- the. right of Prahc'hisee 
to assign, transfer. Ob' sell the .license created, hereunder-, Fr'anGhisee 
agrees that ahy and all rights of .assignment, trans.fer' or sale by 
FranGhiS-ee of this franchise and -the its right.S are conditioned upon 
compliance with each of the .fQ.llowing;

A, Any such assignment, transfer, or sale shall be-
s.ubject to the' approval by Frahchis;.or of such assignee,, and of the 
moral and credit bac'kground of such assVignee and any and all 
.stockholders: or partners of ass:igne:e, which approval shall not be 
unreasonably w.l.thheld;

B; The assignee,. transferee, or purchaser, and all
stb.e'kholders or partners thereof, if same is a, Go.rporati.bn or 
partnershi.p,- shall at. Franchisor's, option, either persdnaliy assume in 
writing all of the obligations' of Franchis.ee, discid.sed or undisclosed 
including' all obligations under this Agreement,, or- execute the then- 
current Franchise Agreement,-, in the form used by Franchisor, except 
tha.t the Royalty Fee and Advertising Fee under the then-current 
Franchise .Agreement shall not be greater than that provided by Article. 
V and IX above for the' remainde-r of what would have been the .ihitlal 
term of this Agreement. However., Franchisor .shall have the right, to
reasonably increase the Royalty Fee and the Advertising Fee, in 
Gonformity with the System, during any renewals of the Agreement,';

C. F.ranchi'S.ee.^, such ,a.S'&ignee, transferee Or' purchaser and 
any and; all .Stockholders, or partners thereof, shall execute a ge'nera.l 
rel,ea.se in favor of Franchisior, i.ts officers,. directors, and' 
employees, of any and all claims and causes o.f action that they may 
have against Fr-artchiSor or its S:ub,Si,d±ary' or affiliated corporations' 
in any way relating to this' Agreement or the, performance or :npn.- 
'perfprmahce under this Agreement, by Franchisor;

D. . Ai;i prior obligations a.nd. debts of Franchisee: or
■corporate lassignee of Franchisee owed to Franchisor under or in. 
connecti.b.n with this Agreement shall be paid, .concurrently wlt-h such 
assignment;

■E.: Franchisee must not be in default under this Agreement
Of any renewals of -this Agreement or Of any lease. Or- sublease 
agreement to which Franchisee is a party;-

F. AS'Signee,, transferee' or .purcha'ser shall not be in the 
same business as Ftanchisor eith'e'.r as a franchisor, licensor.
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independent, operator' or' franehi.see of any chain or network, -whi.ch is 
aimilar in nature, or in competition with FrahGhi.aor except that the 
assignee,, transferee or purcha'ser. may be an existing franchisee of 
.EranchisOr,;

G. Prior td the effective' date d.f the assignment,
.tran'sfer or aa'le, the assignee-,, transferee,, or purchaser must 
satisfactprily comple.te Fra'nchis0.r''s training program, required of all 
new franchisees;

,H. Assignee., transferee,, or' purchaser shall,, .priGr; bo any 
such ass'ignment, pay to, FranGhis,o,r a non-refundable training and' 
transfer fee equal to Teh Th.pusand (’$.10,;,,'000) Dollars or 50% of, then- 
current Initial- Franchise Fee,, whichever is greater ("Trans'fer Fee'') , 
to reimburse Franchis;or for Its- legal and accounting fees, credit 
,inyestigatl-on, training expenses'., and other, charges' and expen'ses in, 
■eonnectiQn with such assignment, transfer or sale; and

I. Franchisee shall enter' into an ag,reeme.nb with
Eranchisor, agreeing' to subordinate such assignee's,, transferee's .or 
purchaser's obligations', to. Franchisor,, including,. Without limitation,, 
any Soyalty Fees' and .Advertising Fees, and any obligations of such 
assignee, trahS'feree or purchaser bo ,make installment .payments of the 
purChaS,e price to Eranchisee.

2’,0.5. Franchisor shall have the rigiit, without the need .for 
Franchisee's consent, to assign, transfer or sell its right-s under 
this' Agreement to any pe,rs'on,, pa’rtnership>, corporation ,o,r other legal, 
entity, provided that the. transferee agrees -ih writing to as.sume all 
obligations undertaken ;by 'Franchisor in this Agreement .and Fra.hchisee 
receives' a statement from, hpt'h Frahchisor and its transferee to that 
effect. Upon such assignment and asSiUmption, Franchisor, shall ,be under 
no, further obligation hereunder, excep-t for accrued liabilitie.s, if 
any. Franchisee further agrees and affirms that Eranehisof may g,o 
public,; may engage in a private, placement of sOmO or all of its' 
seGurities,;' may merge, acquire other corporations, or be acquired by 
another G'orporat'ibn;; and/or m;ay undertake a ref irtan.eirtgt, 
recapitalization,, leveraged buyout or other 'econo.mic o.r financial 
restfucturing. With regard -tO' any o.f the above sales, assignments and. 
disposi,tions, Franehi.see expressly and specifically waives 'any claims,, 
demands' or damages arising, from or related to the loss of Franchisor'„s: 
name., Marks- (,or any variation, thereof), and 'System and/or the loss o-f 
a&.sociation with or identification of TOm -N Toms Franchise,. ILC ,as 
Franchisor unde.r this, Agre.ement. FraneM,see specifically waives any 
and all, other claims, demands o.r damages arising from Of related to 
the foregoing merger;, acquisition, and other business, combination 
a,cbivitie'S including, without limi,tation, any claim of divided 
loyalty,, breach of fiduciary dut.y, fraud, breach of; contract -or breach, 
:of the implied, covenant of good faith and fair dealingi,.

Franchisee acknowledges and agrees t'ha.t 'Franchisor has the. righ,t, 
now .or, in the. future, to .purchase,, merge, acquire Or affilia.te with an
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existing' eompetitive o'r non-competitive' franchise network, chain ;or- 
any other business,, .regardless of. the location Of that chain's or 
business's' faciliti.es > and to operatei, franchise' or license' those 
businesses ,and/or facilities as Tom N .Tom's Gotfeehous'es operating 
under the M'ar'ks o'r any other marks' foll.p.wing Franchisor's purchase, 
merger, acquisition, o.r affiliation,, regardless of the location of 
these facilities, which Eranchisee acknowledges may be near to any o.f 
Franchisee's locations.

If .Franchisor assigns its rights' in this Agreement, nothing in 
this Agreement shall .be deemed to require FranChiso.r to remain in the 
"Tom N Toms'' business or' to offer or sell any products or services to. 
Franchisee...

2.0.6 In addition to the requirements of this Article;, Franchisee 
must, within fifteen (1.5) days of receipt of an, offer' tO’ buy, give 
Franch.isO.r additional written, notice whenever Franchisee has received 
an offer from a third party to buy Franchisee's' business franehi.sed 
under this Agreement. Franchisee must also' give Franchisor written 
no.tice' simultaneously with an.y offer to, sell 'Franchi'see'' s Co.ff.eeho.use 
made by, for,; or on behalf of Franchisee. The ■purpose of this 
Subsection is to enabl.e Franchiso'-r to, compl.y with any applicable state 
or federal franchise' disclosure; law or rules. Franchisee will 
indemnify and hold Franchisor harmless for Franchisee''s fail.ure: to 
comply With, this Subsection.;

'20.7 .Franchisor's consent to an assignment of a.ny interest 
subjest to the restrictions of this; Agreement, shall .not cons.titute a 
.Waiver of .any claims it, may have- 'against, the assignor, nor shall i.t be 
deemed a waiver' -of FranchisO-r's r.i.ght to demand' exact compliane'e; with 
any of the terms or eondifions of this Agreement by the assignee,, 
transferee or purchase.r.

.2.0..8' If, s.ub-ject to the re-strictions and conditions of transfer 
contained in this Article,. Franchisee shall aittempt to .raise o-r secure 
funds by the sale of s.ecuriti.es' (inel.Uding, without limitation, -Common 
■or preferred stock, bonds, debentures or general or limited 
pa-rtnershlp interests) in Franchisee' or any .affiliates of Franchisee, 
Fran chi see., recognizing that the written information used .with respect 
thereto may reflect, upon Franchi.so.r,. will s-ubmit any such wri.tten 
information to Franchisor prior to. its- .inclusion in any ,fegistration 
statement, -pro.spectus or similar offering circular or, memorandum and 
will Obtain the written consent of Franchisor to the method o.f 
fin.an.cing prior tO' any offering or sale of such securities. For each, 
proposed offering. Franchisee shall pay 'FrartGhis.or a non—refundable 
.fee in an amount equal to Five' Thousand Dollars (i$5,0O'O) in .order to 
reimburse Franchisor for i-.ts reasonable costs and expe;hses associated 
with r:e;viewing the proposed of fe.ri;ng,, including, without l,imita;tion, 
le.gal and, accounting fees. The written eonsent of. Franchisor' pUrs.uant 
to this 'Section 20.8 shall not imply or Constitute the approval -of 
Franchisor with respect to. the method' o.f finanGing, the: offering 
literature, submitted to Franchisor or any other aspect of .the;
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offering.. No information ce.s'peeting Franchisor or' any of its 
affiliates, shall be i.ne'iuded in any securities disclosure document,, 
unless such information has been furnished by Franchisor, in w^riting, 
pursuant to the; written request of 'Franchisee,, .in which Franchisee 
States the specific purpose for which, the information is t.o be used. 
Should Franchisor, in its .sole dis.cretion, object to any reference, to 
Franchisor or any Of its affiliates ,or any of their, 'businesses in such 
.offering .iiterature or prospectus., such literature or prospectus shall 
not be used unless and un,til the objections of Franchisor are 
withdrawn. Franchisor assumes no responsibility fo,r any offering,.

The prospec.tus o,r other literature utilized in any sucb offering 
shall .contain the’ following language in bold-face type ph, the, first 
textual page thereo.f:

"NEITHER, TOM N TOMS FRANCHISE, LLC NOR ANY OF ITS 
AFFILIATES: ASSUMES ANY RESPONSIBILITY WITH
RESPECT TO THIS OFFERING AND,/OR THE ADEQUACY OR 
accuracy of the information set forth HEREIN,
INCLUDING ANY STATEMENTS MADE WITH RESPECT TO ANY 
OF THEM. NEITHER TOM N TOMS FRANCHISE, LLC NOR 
ANY OF ITS AFFILIATES ENDORSES OR MARES ANY 
RECOMMENDATION WITH RESPECT TO THE INVESTMENT 
CONTEMPLATED BY THIS OFFERING."

.Franchisee arid, each of its owners agrees .to indemnify,, defend arid 
hold harmles'S Franchisor and its affiliates > and, the''ir respective 
Officers,, directors, employees and agents, from any and all claimsi, 
demands,, liabilities;, and all costs, and expenses (incl.uding, without 
limitation, reasOhable attorneys' fee'Sj incurred in the defense of 
s.uCh claims,, demands or liabi,li'ties., arising from, the offer or, sale of 
such securities., whether asse.rted by .a purchaser of any such security 
or by a governmental agency,. FranGhisOr .shall have the right (.'but riot 
the, obligation) to defend an.y su;ch claims,, demands or li,abiliti.es; 
and/pf' to. par,tici,pa;te in the d'e.fefis.e of any action to which. Franchisor 
or any of ,i,ts affiliates or any of their respective, o.ffieers, 
directors, employee-s or agents ,.is named as a party.

ARTICLE XXI
DEATH OR INCAPACITY OF EWmCHISEE

21.1 In the event of the death or pe'rmanenb incapacity or 
disabili.ty of Franchisee;, i.-e.,. Franchisee is unable: to operate the 
GoffeehouSe as an individual franchisee, or any partner of a 
Franchisee which is a partnership., or any shareholder Owning fifty 
percefit (;50%) or more of the capital stock, of a Franchisee which is a 
corporation, Fr-a’nchiSd^^ shall consent to a trans:fe.r of that 
Franchisee',s in.tS;'re:S't to Franchisee's heirs:, beneficiaries or .family 
designe.es ,(:f eferred to in this A'rticle ,as "Trarisfef ee") without 
pa;jmierit of a transfer fee., subject to the following conditions::
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A.. Trans f.eriee must eompl.et-e;, and be approved through, 
!Franchispr' s' standard, franehlse sielection prpGess., inoTuding 
satisfaetorily' demonstrating to Pranehdsdr that Trans'feree meets the 
■financial character and managerial c-ritefia as .Franchisor shall then 
be. applying in considering appli'eatidns! for, new franchisees;

B. Transferee shall agree, in ,writing,, to petsdnally 
assume' li-abili.ty for and t,o .perform, all the terms, and conditions of 
this Agreement to the, same extent as the original Franchisee-;, and

'Gi .If .Transferee; is not appriove.d,. Franchisee' o.r 
Franchisee's: legal rep.res'entati.ve shall use that person's best efforts 
to sell the Coffeehouse, to a party acceptable to, F-ranchisor within 
twelve (12) months from the date, of FranGhiSee',s death or permanent 
incapacity or disability and Franchisor shall have, the option,,, but not 
the' obligation,, to operate and/or manage the Coffeehouse, for the 
acco,unt of. Franchisee's estate until the deceased or incapacitated 
Franchi.see's interest is' transferred to 'another party acceptable to, 
Franchiso.r,. Should Francdl.sor elect to operate and/or manage the 
franchised Coffeehouse, Franchisor shall make, a complete accounting 
.and, shall fbfward fifty percent (5-0%) of the net income for the 
Opetation of the Coffeehouse to .Franchisee's, estate;. if the
conveyance o-f the Coffeehouse to a party .acceptable to, Franchis:or has 
not taken place within, the twelve {12) month period,,. Franchisor shall 
have the o^p.tion, but, not the duty, to purchase the Coffeehouse and its 
equipment at the fair :mar'ket value theredf as determined by 
independent qualified appraisers selected by FranG'hi.sor and the: 
estate. In the event that, these appraiser's cahnO-t agree on a fair 

,market, value,, a third apprais;er .shall be selected ,by the other, two 
appraisers, and that appraiser' s determination .shall, be binding on both, 
parties.. However,, if Franchisor chooses not to 'repurchase the 
Coffeehouse, then, it may elect to terminate this Agreement,, in which 
even.t the business .franchised under this Agreement will automaticaJily 
revert back to FranchisP’r, with Franchisor 'being obligated to purchase 
the equipment, and trade fixtures at their book value, .as set forth in 
the .last certified financial s.tatement of Franchisee.

ARTICLE XXII
OPERATION IN THE EVENT OF ABSENCE OR DISABILIT,!

In order to, prevent any interruption of the Coffeehouse 
operations which would cause harm to the Coffeehouse,, thereby 
depreciating its value-, if F-fanchis:e,e is absent for any ■reason o,r is 
.inGapaGl.tated by reason 'Of illness and is unable, in the Sole and 
reasonable judgment 'Oi, Franchis.or, tc operate the Coffeehouse, 
Franchis,e'e ,au.thorize:s Franchisor, who ;may:, at its option,, operate the 
Coffeehouse for so, long as Franchisor deemS' necessary and practical,^ 
and without, waiver of any other rights or' remedies Ft'a-nchisor, may have 
under this Agreement,. All monies from, the operation of the 
Coffeehouse during, such :pe-riod: o,f operation by Franchisor shall be, 
kept in a separate a.c.count,, the expense's of the; Coffeehouse,, including
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rea'son'abi.e compensation and expenses for Franchisor's representative, 
:shall. toe charged to t'hnt account. I'f, as provided in this Ariicie, 
Eranehisor. temporarily operates the Co:f:feehou'se for Franchisee,. 
Franchisee will indemnify and hold harmless Franchisor and any 
representative of Franchisof Who may act under this Agreement,, from 
any and, all acts which Franchisor' may perform, as regards the 
interests of Ffahchis.ee or third parties.

ARTICIiE XJCIII 
INJUNCTIVE RELIEF

23.1 If Franchise’e is- in default,- except for default with 
respect to monies' requited to be paid by Franchisee to Franchisor,, 
under any provisions of this Agreement., Franchisor shall be. entitled, 
to seek a permanent injunction and any prelimihary or temporary 
equitable relief in order to restrain the violation of this' Agreement 
by Franchisee or any person a.cting, for Ftanchi'see or in Franchisee' s 
behalf. Franchisor' shall be entitled to i.ts reasonable attorneys:' 
fees-- a-nd courts costs in. connection with tahing .such action or in 
connection, with any other remedy s.ought by Franchisor,/ provided 
Franchisor is the preyailing party.. .This remedy shall be cumulative to 
any other remedy available to Eranchi,s:or.

23.2 Franchisee agrees that it is impossible to measure in money 
the damages' Which Franchisbr -will sustain in the event of 'Franchis.ee's, 
breach of this Agreement and,- therefore, in the event Franchisor 
insti.tutes ,injunc-tive proceedings under' this. Article,, Franchisee 
waives the defense that Franchisor has an adequate remedy at law..

ARTICLE 2XIV 
RISK OF OPERATIONS

FRANCHISEE RECOGNIZES THAT THERE ARE MANY .UNCERTAINTIES: AND RISKS': 
OF THIS BUSINESS., AND-,, THEREFORE,, FRANCHISEE-, AGREES AND ACKNOWLEDGES
THAT, Except- as specifically, set forth in this agreement, no 
repre.senta.tiqns,, warranties, 'guarantees, or agreements have been :made
TO FRANCHISEE,, EITHER BY FRANCHISOR QR ,BY ,ANYONE‘ AC.TING ON ITS BEHALF 
OR PURPORTING TO^ REPRESENT IT., INCLUDING, BUT :NOT LIMITED TO, THE, 
PROSPECTS FOR SUCCESSFUL OPERATIONS., THE LEVEL OF BUSINESS OR PROFITS 
THAT franchisee MIGHT REASONABLY EXPECT, OR THE DESIRABILITY', 
,PROFlTABILIT-y OR EXPECTED CUSTOMER VOLUME OF THE COFFEEHOUSE.,. 
franchisee, hereby ACKNOWLEDGES' THAT ALL .SUCH 'FACTORS, ARE 'NEGESSARILY 
DEPENDENT 'UPON VARIABLES WHICH, ARE .BEYOND 'FRANCHISOR'S CONTROL.-,, 
INCLUDING-,, Wl.THOUT LIMITATION,, THE ABILITY, MOTIVATION,, AMOUNT .AND, 
QUALITY OF EFFORT EXPENDED BY FRANCHISEE. FRANCHI,SEE :RELEASE,S 
'FRANCHISOR, ITS SUBSIDIARY OR -AFFILIATED' CORPORATIONS, OFFICERS,/ 
DIRECTORS,, AFFILIATES AND EMPLOYEES FRO.M ANY CLAIMS, SUITS, AND 
LIABILITY RELATING' TO THE O.EERATION' OF FRANCHISEE',S COFFE.EH.OUS'.E 
INCLUDING, BUT NOT' LIMITED TO, THE RESULTS OF I,T,-S :0'PERA.TIONS, EXCEPT
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TO THE, EXTENT THAT THE SAME I,S PREDTCATEO UPON THE' BREACH OF A 
S-PEGIFIC WRITTEN OBLIGATION OF FRANCHISOR CONTAINED IN THIS AGREEMENT.

ARTICLE 30CV 
OTHER OBLIGATIONS

Nothing eontained in this Agreement shall inhibit or limit the 
.unrestriGted right of Franchisor to enter into or engage In any 
business or in the sale itself;, or the licensing to others for the 
sale, of the. proprietary Menu Items other than the lim'dtati.bns imposed 
upon Franchisor by Article I abo'ye; Franchisee shall have no rights, 
benefits Or entitlement with respect thereto.

ARTICT^ XXVI 
FORCE; MAJEURE

Neither party shall be responsible to the other for non,- 
performanee or delay in performance occasioned by' causes; beyond it.s 
control,, including without, limitation, the generality of the foregoing 
acts or omission of other party, acts of civil or’ mili.ta’ry authority, 
stri,kes, loGikO,uts, embargoes, ihsurr.eetions or acts’ Of Gpd,. inability 
of Franchisor tO’ purchase, deliver and/'or manufacture of any of the 
proprietary Menu Items, provided that inability of .a party to obtain 
funds shall be deemed to be a cause; within the control of such party. 
If any such delay occurs,, any ap.plicable time period shall be 
aut’omatiGally extended for a period equal to the time, lost, provided 
that the' party affected makes reasonable efforts to; Gorrect the' reason 
for such .delay .and gives, to the. other party prompt notice of any such 
delay.

article XXVII
WAIVER OF VIOLATICN OR DEFAULT

Waiver by Franchisor or Fr-anchi'See of any violation, or defaul,i 
hereunder Shall not alter Or’ impair either party's ri.ght with respect 
to any subsequent violation or default., nor shall any delay or 
omission on the part of either party to exercise any, right arising 
from such violatiOh of default, alter of- impair, such party's rights as 
to' the same of- any future violation or default. An acceptance .by 
FranChisGr of ,an-y payment ’from Franchisee after the date on which sjaCh 
payment, is due shall not operate as a waiver of FranGhisee's default 
or violation here,under, nor alter or impair Franchisor's, rights with 
respect to such violation or default.

,Page i2i of 228



ARTICLE XXVIII 
^NOTICE. Am TIME

28,1 All communications required or permitted to, be given 
hereunder shall be In writing and shall ,be deemed to have^ been duly 
given when delivered: personally or by fax transmission, or one (1) 
business day after being sent by oye:rnlght, commercial courier service 
for next .business day delivery, or f.ive (5) days after being deposited, 
in the United States mail, for certified or registered delivery, 
return receipt requested, postage prepaid., :Notice to F,ranchis’o,r shall 
be addressed to.:

Nbtic'es to .Franchisor:

'Torn N Toms Franchise, LLC

.3A'3'.5 Wllshire Blvd,, , Suite, 2U9:0 
,Los Angele’s, CA 90010 
Tdl: 213 5e8’-3577
Attention:: President

Nptice to Franchisee .shall be; addressed, tp:

Either party may designate another, address at any time by written 
notice to the' other. Additionally, all paymen.ts and reports, required 
to be made;,, by Franchisee under this Agreemeht shall be given to 
Franehis:o,r at the above address,, .except that regular reports may .be 
sent by regular mail.

28‘.2 Time is of the essence' in this Agreement, with respect to 
ea.ch and every provision in which time is a factor. Whenever this 
Agreement refers to a period O'f days,, the: first day to be counted 
shall be, the .first day following the designated action er event. For 
any period of five ,{.'5) or' >fewe,r days, onl.y bu'S.iness; days (ex:cl-udihg' 
Saturdays,. Sundays and hational holidays) shall be counted,. Unless 
expressly stated otherwise, any period longer than five (,'5) days shall 
be measured, by calendar dSys, except that if the last day ,of any such 
period is hot a business' day,; the: .period shall automatically be 
extended to .the- next business day.

ARTICLE XXIX 
APPLICABLE LAW A^ VENUE

2^9.1 This Agreement takes effect upon its acceptance and 
execution, by Franchisor in, Galifornia, and shall bC' int'erpr.eted and
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GQnsvtriied under the laws of Galiforh.la,> which laws shall prevail in 
the> event of any conflict. o;f‘ law.-.

.2 9.2 N;o right or remedy conferred upon or reserved to Erahchiisor 
or Franchisee- by this Agreement is intended to be:,, ho,r ahall be 
deemed, exclusive of any other right or remedy in this Agreement or by 
law or e.quity provided or permitted.,, but each shall be cumulative of. 
every other rjLght or remedy.

29'.. 3 Nothing contained in this: Agreement shall bar Franchisor-' s 
right to see.k ihgunctive relief ag.a'inst threatened conduct, that will, 
cause it loss b'r damages,, under the usual equity rules., including the 
applicable rule's .for, obta-ihihg restraining orders and preliminary 
injunctions.

2;9.,4 Franchisee acknowledges tha.t Franchisee has .and. will 
GQhtihue to, develop a Substahtial and continuing relationship w.ith. 
Franchisor at its principal offices- in the State of California, 'where 
FranGhisdr's deCision-ma-king authority is veste'd and, frahchise 
operations are conducted and .supervised. Therefore:, the parties 
irrevocably agree and consent that in any -action or pro.ceedin.g brought 
by either party to this Agreement, each will submit to the eixclusive 
.j'urisdietidh -and- venue ;of any local, state or federal court lo.cat;ed-, in 
Eosi Angel.es County, CalifG-rnia..

29.5' The pa-r,ties agree to waive,, now and forever,, any and all 
rights, either .may have under the federal RIG.O statute,.

2,'9.6; The parties .waive to the- fullest e-ktent permitted by law, 
any right to or claim, for any puniti.ye or exemplary damages' against 
the other, and agree, that in the event of a dispute .between them, each, 
s'hatl be limited to the recovery of any actual damages sustained by 
it; The parties irrevocably waive trial by jury in any a.c-tion^ 
proceeding Or GO'unte'rclaim^. whether at law or in equity,, brought by 
either of, them,.-

■(

2 9.7 In 'the event Franchiso.r employs legal, counsel or ihc.ur.s 
other expense to -enforce any obligation of Franchis-ee. under this 
Agreement-, .or to- defend against any claim-, dem'ahd-, action -or 
proceeding by reason of FrahcFLisee's failure to perform any obligation 
imposed upon Franchisee by thi-s ■Ag.reemeht-, Franchisor shall -be 
entitled to- re.eover from Franchisee the ;amount of all reasonable 
attorneys'' fees of such counsel and all other expense’s incurred in 
epfo-rcing such obligation or in defending against such claim, -demand, 
action.,, or proGee:dihg, whe-ther incurred prior to -or in prepara,tion for 
or .GOntempla-tion o,f the filing of, .sUch, action -or therea'.fter.

29.8 'Franchisee agr,e.es. that he will not., on :ground-s of the 
alleged, npn-perfo-rmance- by Era-nehisor of .any of its' oblig-ati.ons'. under 
this Agreement,, withhold payment of any Royalty Fee-, advertising 
contributions, or asy other am.o.unts due to FrahGhi,S'o-r.
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ARTICLE XXX
Arbitration

,30;.;i IF ANY FARJ'Y IS REQEIRED TO EMPLOY LEGAL COUNSEL- OR TO 
INCUR OTHER REASONABLE EXPENSES TO ENFORCE. ANY OBLIGATION QF ANOTHER 
PARTY,, OR TO. DEFEND AGAINST ANY CLAIM> DEMAND-, ACTIO.N:, OR PROGEEiDING 
BY REASON O.F ANOTHER PARTY''S FAILURE TO PERFORM ANY OBLIGATION IMPOSED 
UPON SUCH' PARTY. BY THIS AGREEMENT, AND EROWIDBD THAT LEGAL ACTION IS, 
FILED BY OR AGAINST THE FIRST PARTY AND SUCH, ACTION OR ITS SETTLEMENT 
ESTABLISHES THE OTHER PAR.TY'S DEFAULT, THEN THE PREfAILING PARTY SHALL 
BE, ENTITLED TO RECOVER FROM', THE OTHER .'PARTY THE AMOUNT OF ALL 
reasonable: ATTORNEYS:' FEES OF SUCH COUNSEL AND ALL OTHER EXPENSES 
REASONABLY INCURRED IN ENFORCING SUCH OBLIGATION ;OR IN DEFENDING 
AGAINST SUCH CLAIM, DE'MAN.D, ACTION-, OR. EROCEEDLNG, .WHETHER INCURRED 
PRIOR TO. OR IN PREPARATION FOR OR GONTEMPLATTON OF THE, FILING OF SUCH, 
ACTION OR THEREAFTER,., NOTHING CONTAINED' IN' THIS PARAGRAPH SHALL, 
RELATE TO ARBITRATION' PROCEEDINGS PURSUANT TO T,Hi:S AGREEMENT,.

,30.. 2 EXCEPT As: SBECIFIGALLY OTHERWISE PROVIDED IN TH'IS
AGREEMENT, THE PART,IES AGREE THAT ALL CONTRACT DISPUTES'. THAT CANNOT BE 
AMICABLY SETTLED BETWEEN THEM SHALL BE DETERMINED SOLELY AND 
excLusTvely by arbitration under the. federal arbitration act. As 
amended,, and in 'ACCORDANCE WITH THE RULES OF THE AMERICAN, ARBI,TRATI:0N 
.A'SS.GCIATION OR ANY SUCCESSOR THEREOF'., .ARBITRATION SHALL TAKE PLACE, IN 
LOS. ANGELES., CALIFORNIA,.

3D.,3 .EACH, PARTY SHALL SELECT ONE {t) ARBITRATOR (WHO S’HALL NOT 
BE COUNSEL FOR THE 'PARTY), AND THE TWO (2) ,SO DESIGNATED S-HALL SELECT' 
A THIRD, ARBITRATOR.. IF EITHER PARTY SHALL FAIL TO DESIGNATE AN
ARBITRATOR WITHIN SEVEN ,('7'); DAYS AFTER ARBITRATION IS REQUESTED:, :OR I:F 
THE TWO ARBITRATORS SHALL .FAIL TO SELECT A T.H'IRD: ARBITRATOR WITHIN 
FOURTE'EN (1,4) DAYS AFTER ARBITRATION .IS REQUESTED, THEN AN ARBITRATOR 
shall be selected by the AMERICAN ARBITRATION .ASSOCIATION OR ANY. 
SUCCESSOR THERETO UPON APPLICATION OF EITHER PARTY- JUDGMENT UPON ANY 
AWARD OF THE MAJORITY OF THE .ARBITRATORS S'HALL BE BINDING AND SHALL BE 
ENTERED IN A COURT OF COMPETENT JURISDICTION. THE AWARD OF THE 
arbitrators MAY GRANT ANY RELIEF WHICH MIGHT BE GRANTED BY A COURT OF 
GENERAL JURISDICTION', INCLUDING, WITHOUT' LIMITATION,. BY REASON OF 
ENUMERATION, AWARD OF DAMAGES'. (BUT EXCLUDING INJUNCTIVE RELIEF) , AND 
MAY, .IN THE DISCRETION .OF tHE ARBITRATORS,, ASSESS,. IN ADDI.TION., THE 
COSTS OF ARBITRATION, INCLUDING THE REAS'ONAB'LE FEES- OF THE 'ARB.iT'RATORS 
AND :R'EAS0NABLE ATTORNEYS' FEES-, .AGAINST EITHER OR BOTH PARTIES., IN 
PRO.PORTIONS AS the. ARBITRATORS SHALL DETERMINE.

30.. 4 NOTHING CONTAINED IN THIS AGREEMENT SHALL BAR EIT.HER PARTY' 
FROM, SEEKING AND OBTAINING TEMPORARY' AND PERMANENT' INJUNCTIVE RELIEF' 
FROM. A, COURT OF COMPETENT JUR:ISDICTION GONS'ISTENT WI.TH THIS ARTICLE 
XXX IN ACCORDANCE WITH, APPLICABLE LAW AGAINST THREATENED CONDUCT THAT 
WILL,, IN .S.UCH PARTY' S D'l'SCRET.ION, CAUSE SUCH: PARTY LOSS OR, DAMAGE,..
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3l0..5 THE PARTIES INTEND 'THAT ANY ARBITRAT/ION BETJ^EEN EBANCHISEE 
AND FRANCHISOR REGARDING A CLAIM. OF F'RANGHISEE., SHALL BE; OF' 
FRANCHISEE'S INDIVIDUAL. CLAIM, AND THAT NO' SUCH CLAIM SUBCECT TO 
ARBITRATI.ON SHALL EE ARBITRATED ON A CLASS-WIDE BASIS.

30.6 FRANCHTSEE SHAEL NOT ASSERT ANY CLAIM OR CAUSE OF ACTI'ON 
AGAINST FRANCHISOR., ITS', OFFICERS, DIRECTORS,, SHAREHOLDERS,, EMPLOYEES 
OR AFFILIATES AFTER ONE (1) YEAR FOLLOWING THE EVENT GIVING RISE TO 
SUCH CLAIM DR CAUSE OF AC.TION..

ARTICLE 3pqCI 
ACi^OWLEDGMENTS

,3,1.1 FRANCHISEE ACKNOWLEDGES THAT FRANCHISEE HAS CONDUCTED AN 
INDEPENDENT INVESTIGATION OF THE, FRANCHISED EUSINESSv AND RECOGNIZES 
THAT the BUSINESS VENTURE ‘C.ONTEMELATED EY THIS AGREEMENT INVOLVES 
BUS.INESS RISKS, AND THAT FRANCHISEE'S SUCCESS WILL: BE LARGELY
DEPENDENT UPON THE .ABILITY OF FRANCHISEE, AS AN INDEPENpENT BUSINESS 
PERSON, FRANCHISOR EXPRESSLY DISCLAIMS THE: MAKING OF, AND FRANCHISEE 
ACKNOWLEDGES THAT FRANCHISEE HAS NOT RECEIVED,, ANY. WARRANTY OR 
GUARANTEF, E'xRRES.S OR IMPLIED, AS TO T.HE POTENTIAL VOLUME, PROFITS, OR 
SUCCESS OF THE BUSINESS VENTURE,, CONTEMPLATED BY 'THIS AGREEMENT-

31,..2. franchisee ACKNOWLE.DGES THAT' FRANCHIiSEE HAS RECEIVED,, READ, 
AND UNDERSTOOD THIS, AGREEMENT, INCLUDING ITS .EXHIBITS;,; THAT FRANCHI.SOR 
HAS FULLY AND ADE.QUATELY' EXPLAINED THE PROVISIONS OF EACH TO 
FRANCHISEE'S S'ATIS:EACT,iON; AND THAT FRANCHISOR HAS ACCORDED FRANCHISEE 
AMPLE TIME AND OPPORTUNITY TO' CONSULT WITH ADVISORS OF FRANCHISEE'S 
OWN eHOOST;NG, ABO.UT the potential benefits and risks OF ENTERING INTO- 
THIS AGREEMENT,

31.3 FRANCHISEE ACRNOWLE-DGES. THAT FRANCHISEE HAS. RECEIVED A 
COMPLETE COPY OF FRANCHISOR'S FRANCHISE DISCLOSURE, DOCUMENTS,, THIS 
AGREEMENT', THE EXHIBITS REFERRED TO IN THIS AGREEMENT, AND ANY OTHER 
AGREEMENTS RELATING HERETO, IF ANY, AT LEAST FOURTEEN (14) :CALENDAR 
DAYS .PRIOR TO THE DATE ON WHICH THIS AGREEMENT WAS EXECUTED;:.

3;i,4. FRANCHISEE A.CKNQWLEDGES AND. IS AWARE OF THE FACT THAT SOME 
FRANCHISEES OF FRANCHI’SOR MAY: OPERATE UNDER DIFFERENT FORMS OF
AGREEMENTS AND., CONSEQUENTLY/ 'THAT iFRANGHISOR' S OBLIGATIONS AND RIGHTS 
IN RESPECT TO ITS VARIOUS: FRANCHISEES MAY DIFFER .MA.TERIALLY ,IN. CERTAIN 
CiRCUMSTANCES.,

ARTICLE XXJtll 
ENTIRE AGREEMENT

Thi.s Agreement, t.o.gether with the Area Devel.opment Agreement, if 
appliGab'le;, and any other Franehi.se, Agreements ther.eund.er, constitute:'? 
'the entire agreement bet.ween Franchisor and Franchisee with respect t.o 
the, subj;.ect matter 'hereof', and this Agreement supersedes: all prior and
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contemp'oraneou’s agreements between Franchisor and Frahchisee in 
conneetion with its subject iriattet. I'n the event of any conflict 
between the terms of this Agreement and the terms of the Area 
Development Agfeemeht,, if applicable., or any other Frahehise 
Agreement, the terms of this Agreement shall prevail.. No officer,, 
employee or other servant or, a.gbht of Franchisor o’t Franchisee is 
a.uthorized to ma-ke any representation, warranty of other' promise not 
contained in this ,Agreement. No .change',, termination or attempte,d 
waiver of any of the, provisions of thd,s Agreement, shall be binding 
.upon F.ranehisor or Franchisee unless in writing and signed, by 
Franchisor and Franchisee.,. Nothing. ,in this o.f in any related
agreement,, howeyer, is intended to disclaim the representa.tions made 
by Franchi-sor in the franchise disciosure: document that is furnished 
by Franchisor- to Franchisee,,

article XXXIII 
JOINT AND SEVERAL OBLIGATION

;lf Franchisee consists, of more than one (i.) person, their 
liability under this Agreement, shall be deemed to be joint and 
several,.

ARTICLE XXXIV 
SECURITY INTEREST

Franchisee grants to, Frahohisdr a security interest in, all of 
Fr.anohis.ee's interest in all leasehold improvemehts,, furniture, 
furnishings.., fixtures., eqaipment,- inventory and supplies located at dr 
us.ed in icohnection with the CoffeehOus'e, now or hereafter leased, or 
acguired;, together with, all a,t.tachmen,ts,. accessions, accessories;, 
additi.ons, substi.tutions and replacements therefore,, and all cash and 
non-cash proceeds derived, from insuranGe d,r the disposition of such, 
collateral, to .secure pa-yment and performance of all debts;,
liabiliti.es and obligations o-f any kind, wheneyef and, however
incurred, o.f FranGhisee to Franchisor. Franchis.ee: agrees, to exedute 
and deliver to 'Franchisor in a timely manner all financial statements 
and .Other documents necessary or desirable to evidence, perfect and 
continue the. priority of such security interests under the: Uniform 
G.oiMerdial ■ Code.,. FOr such purposes, the address of Franchisee ah.d 
Franchis:o,r ar.e set forth in Article XXV.III of this Agreement,. If 
Franchisee is in good standing,. Frandhisor w.ill,, upon request, execute 
subordinations of its security interest to suppliers, lenders and/o,f 
lessors furnishing equipment or financing for the C-offeehouse.

ARTICLE XXXV
COUNTERPART,- PARAGRAPH HEADINGS; PRONOUNS

.This Agreement may be exe.cuted in .any number of counterparts,, all 
Of" which when taken together shall eonstita.te one and the s;a.me
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instrument.i The paragraph headings in this Agreement are for 
convenience only, and shall not be deemed' to alter or affect ahy of 
its provisions.. Each pronoun used in, this Agreement shall bei deemed 
to include the other number of genders.

ARTICLE .XXXVI
SEVERABILITY AND CONSTRUCTION

3:6.1 Each section, part, term and, provision of this, Agreement 
shall be considered severable;, and if,, for any reason, any' section, 
part, term, or provision is determined to' be invalid and contrary to., 
or in conflict with, any existing dr -future law or .re.gulation,, that 
shall not impair the operation of, or affect the remaining portidhs,, 
parte, terms’ .o.f' provisions., of this. Agreement, and' the l.a.tter .will 
continue' to be g.iven full, force and effect and, bind the; parties, and 
the invalid, sections,, .parts,, terms- or provisions shall be deemed not 
to ,be a pa-rt of thi.s Agreement; provided, however, that if .Franehisor 
determines that the finding of illegalit.y ad've.rsery affects, the, basic 
consideration o.f this. Agreement, :FranGhisor and Franchisee' ma.y 
terminate this Agreement,,

3 6.. 2 Anything to the contrary in this Agreement n.otwiths.tandlng^ 
nothing in this Agreement is intended.,, .nor shall be deemed^ to confer 
upon any person or legal ehtity, other than Franchisor or Ffa-nchisee 
and such of their re.spec.tive s.uccessors and assigns as may be 
.Gohtemplate.d by this Agreement,, any rights of remedies under or by 
reason of this Agreement.

3,'6,3. Fr.anchi.s.ee expressly agrees to be bound by any promise .or' 
covenant imposing, the maximum duty pe-rmitted by .law, which is s.ubsumed 
within the .terms of any ;p.rgyi.s;iGn hereof as though, it were separately 
articulated in and, made a part ,o,f this Agreement, that may- result' from 
striking -from, .any of the provisions of this’ Agreemeht. an.y portion or 
■portions which a court, may hold to be unreasonable and unenforceable 
in a, final decision to whiGh Franchis.or' is a party,, or from, .reducing 
the. scope of any prornise or covenant to the extent re.guited to comply 
with s.u.ch a court, order.

3'6.'4 All .capti.ohs in this Agreement are: intended sel.eiy for the 
conve.nience. of the parties,, and none shall be deemed to affec.t, the 
meaning' or construction of any provision.

36.5 This Agreement shall be executed in t.wo or mo.re 
Gd'un.t.er,.parts., and each copy so executed shall be, -deemed a duplica.te 
original,..
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The parities have exeGut.e.d. -this Agreemeht; on. the .date f-irs% 
written above.

FRANGHI'SOR .FRANCHI.SEE

By:; By:
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TOM N TOMS FRANGHTSB, ELC 

FRANCHISE AGREEMENT 

EXHIBIT "A"

LOCATION AND TERRITORY

Franchisee's Loe’a'hloh and Territory shall be as follows;

FRANCHISOR

By: _____

FRANGHISEE

By:
Franchi s'ee
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TOM N TOMS FRANGHISE , liLC
V

FRANGHISE AGREEMENT 

EXHIBIT "B" 

GUARANTEE AGREEMENT

THIS GUARiANTEE AGREEMENT ("Guamrf'tee") entered, into this ____
day o,f  , 20__, by and betweeh Tom, N Toms Franchise,, a
California, limited liability company Secured, Earty" or "Franchisor'^ 
and each of the undersigned persons and their spouses' (each a 
"Guarantor") , being' all of the, shareholders, or members':, partners, 
.principals or other others or controlling persons,, as applicable, of 
the "franchisee" of "Debtor," (a's hereafter defined;)'..

W I T N E S E T H:

whereas:. Franchisee., .(‘"Franchisee' 
a F.rahchise Agreemeht dated _____

or, "Debtor")' has entered into 
__ (coilectively, the;

"'Franchise Agreemeht") .with, the S'ecured :P,arty;

WHEREAS,, Guarantor holds ____ % Of ownership, interest in the
Franchisee or other beneficial owner or controlling person, as 
applicable., in. Debtor, or a spouse! of such person,, and will benefit 
from the Franchise Agreement;

WHEREAS,, the Secured Party is willing to enter the Franchise, 
.Agreement with ;Debtor only if -Guarantor agrees to guarantee the full, 
.prompt,, complete and faithful performance of all the terms,, covenants, 
conditions and O'bl-iga.tion (s) on Debtor's- part to ,'be performed under 
the Eranchise Agreement,,, and all other agreements and .instruments 
.ancillary to such agreements, and including an,)^ .amendments o:r renewals 
thereof (the "Documents'") ;

N'GW,, therefore, in order to induce the Secured Party to -enter, the 
Franchise, Agreement, and the, Doeuments with Debtor and for. -other good 
and valuable consideration,, the receipt and, sufficlehcy' of which .is 
hereb'y acknowledged,, ea.ch Guarantor' hereby jointly- and! severally
agrees to, be bound by the pocuments and jointly- and severally
covenan.ts and agrees with the 'Secured Party as' follows::

ARTICLE T 
GUARANTEE

1.1 Guarantor unconditionally guarantees the full, prompt;, 
complete and .faithful .performahce,, pa'yme-n’t,. Observance and ful.fillment 
b-y Debtor of all of the terms, icoyenants and conditions and 'any
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obliga-ti6h‘{s;) under the Documents when due. and any and all fees, 
royalties and. other siuma that may .become due to the S’ecuted Ear.ty from 
Debtor under the Documents ('-Gbligation'ts).") . Guarantor further agrees 
to pay' all expenses (including reas.onable attorneys' fees and legal 
expenses) incurred by the: Secured Party in endeavoring to collect the 
Obligation(s)■, or any part thereof. Or in securing’ the performance, 
thereof, or in enforcing thi_s Guarantee.

1.2 Guarantor hereby covenants and agrees uneonditiQhally that 
in .the event Debtor fails ,to make any payment' due .under- the 
Obligations oh the due date as set forth in the. Documents:,, or an event 
of default occurs/ as defined, in the .Documents .(’'Event of Default"')., 
within ten (10) days of the reeeipt of written, notice from' or on 
behalf of the Secured Party to the effect that there exists such ah 
Event „of Default and of the amount or nature of the Obiig'a.tion,(:s) 
which Debtor has failed to pay or .perfo.fm. Guarantor will pay the 
entire unpaid amount thereof to the Secured Party at .its office set 
forth on the signature page attached hereto, in the event that the 
Guarantor .sho.ul.d fail .or decline to pay any sums properly due to the 
Secured Party hereunder within ten (l.O) days following the Secured. 
Party's request, fOr the payment of any :such sums., then said ;sums shall 
bear interest at annual interest rate equal tP twelve percent (12%):. 
Further, if Guarantor shall fail to pay any amount or perform any 
Obliga.tion (s). properly due to the Secured Party hereunder, the Secured 
Party ;may institute and pursue any action or proceeding to. judgment Or 
final decree, and may enforce any such judgment. Or final .decree agaihst 
Guarantor and collect., in the manner provided by la.w,, out of 
Guarahto.r's property., wherever' situated, the monies adj.udged or 
decreed to -be payable;

1.3 -This Guarantee .’Shall not ,be limited, to any .pa.rti.cul,ar 
period o.f time,, but ra.ther shall eontih.ue absolutely,- unconditionall,y 
and irrevocably until all the terms., covenants' and c.o.ndi.tions of the 
Documents hh've., been fully and completely performed by Debtor or 
otherwise di.scharg.ed. and/or released by the Secured, Party-, and 
Guarantor shall not be released from any duty, obligation or liability 
hereunder sO long as there is any claim, of fh.e Secured Party against. 
Debtor arising out of th'e Documents which have, not .been performed, 
settled, or discharged in full..

ARTICLE II
REMEDIES AND RIGHTS OF SECURED PARTY

2.;l The Secured Party sha-ll give Guarantdr notice in writing, of 
an Event of Default or any event which might mature info an Event of 
Default, known to Secured Party (but ;neither failure to g.ive., hot 
defect in, any notice shall extinguish or in any way affect the; 
Oblig-ati.On (s;) o,f Guarantor he re,unde r) . Neither demand on, n.o.r .the 
pursuit of any remedies against,. Debtor or any :other g.uara-n.t.or of the 
Obliga.tion (si) ("Obligor") -shall be- required as a condition precedent 
to., or neither the dependency nor the prior termination of any action, 
suit or proceeding' against the Debtor or any Obligor (whether for the

2

Page 131 of 228



same or- a different femedyO shall bar or prejudiGe the making of a
demand on Guarantor by the Secured Party and the Gommencement against 
Guarantor after such demand Of,, any action, suit or proceeding., at law
or in equit.y, for' the .specific, performance of any eCyenaht or
agreement contained in the Documents or for- fhre enforcement of any
other appropriate legal or equitable remedy.

2.2 Guarantor's' liability 'hereunder is primary, direct and, 
immediate. Guarantor agrees that neither;

(,i) The exercise: or the failure to exercise by the Secured
Party of any rights or remedies conferred on. it under the
Documents, hereunder or exi,sting at law o'r otherwise., or againsit 
any collateral;

(ii) The recovery of a judgment against Debtor or Obligor];

(ii±.) The commencement, of an action at law, Or -the recovery 
of a, judgment at law agains.t;' Debtor or any Obligor and the
enforcement thereof through levy or execution or otherwise-;

:(ivj The taking- or institution or any other action or
proceeding against Debtor or any Obligor;- nor

(v) The delay in taking, purs.uing Or exe'rcising any Of the 
foregoing actions, .right's, po.wers or remedie.s (even though
requested by Guarahtp'r) by the .Secured Party shall extinguish Or 
affedt the Obiigation (;s.;) of Guarantor hereunder, but Guarantor 
shall be and remain liable for and .until all Gbligation (;s) shall 
have been fully paid hotwlthstanding the previous discharge 
(total or partial) from further liability of Debtor o-r aiiy 
Obligor or the existence of any bar ftotal./ partial or temporary), 
to the .pursuit by Guarantor of any right or claim to be
subrogated to the- right or claims of the Secured Party resulting 
from any action or failure or omis-sion to act Or delay in acting 
by the- Secured Party,- or anyone erttified to act .in its place.

2.3 In case ahy of the Guarantor shall become insolvent or
a'dmit in writing' his.., her or its- inability to pay his.> her or its
debts as they mature> or, appl.y for, cohsent to or acquie’sce in the-
appointment of, a trustee, reGeiver,, liquidator/, assignee, seguestratof 
or other similar official for either Guarantor, or any Of his, her or 
its property; or, in the. absence Of such application/ consent or 
acquiescence, a trustee, receiver, liquidator, assignee,, sequestrator" 
or other similar, offieial is aPP-Olnted for Guarantor,, of fOr a, 
substantial part of his, her or' its property and is not discharged' 
Within '60 days; or any .bankruptcy,, reorgahizatiOn,, debt, arrangement Or 
other proceeding under 'any bankruptc.y, admiralty or insolvency law dr 
at common law or in equity is instit.uted by or against GuarantOf,. or- 
remains for 6,0 'days Undlsmissed, then if any .such event shall occur at 
a. 'time' when any of the Obligation (s) may not, be .then due and, payable., 
Guarantor will pay to the S'eCUfed Party forthwith the whole unpaid 
amo.unt under the 'PoCumehts and Documents plusi any oth.er sums, due under

;3
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the Doeuitients and other ©dcuiriehtsi, irr.espe.ctive ;of whether any demand' 
shall have, been made dh Guarantor/ Debtor or any Obligor by 
intervehtion in, or initiation of judioial proceedings relative bo 
Guarantor, his;, her or its -Creditors -or his, her, or its property. , The 
Secured Party may file and prove a. claim or claims for the ,Whole 
unpaid aWount or any ;p.o,rbion thereof and for any other sums due -ynder 
the Documents, and other Documents and file such other papers or 
documents as may be necessary or advisable in order to have' such, claim 
.allowed in such judicial proceedinga and to collect and receive, ,a;ny 
monies Or other property payable- or' deliverable on any -such claim., and 
to ■distrib'ute the .same; and any receiver,, ass.ighee or- -truste.e in 
bankruptcy or’ reorganization is hereby authorized to make such 
payments, to the Secured Party,.

2.4 The beh.efits., remedies, and -rights provided Or intended to 
be. provided hereby for' the Secured Party are in addition to. and 
wi.tho.ut prejudice to any rights,^ benefits/, remedies or secu'ri.ty to 
which the SecU-red Party might otherwise be, entitled,..

2.5 Notwithstanding -anything menbioned herein to' the contrary, 
the Secured Party,, 'from time to, time?, without notice to Guarahtot/ :may 
take all Or' any .o-f the following actions' without in any manner 
affecting or impairing the liability of Guarantor hereunder":

(:i> Obtain a security interest in any property to secure; 
any o.f the: Obligation (s) hereund'er;

(,ii). Retain or obtain the primary or secondary liability of 
any party or partiesi-, in addition to G.uarahtor, with respect to 
any of the obligation!s') ;

(ill). Extend the time for payment of the DOCume-nts or any 
installment, thereof for any period,;'

,(iv) Release or compromise any liability of; Guarantor 
heteUnde-r or an-y liability of any na,ture of any other party or 
parties with respect to the Obligation:) s). ;

,(v) Resort to Guarantor for payment of any Obligation's) , 
Whether Ot' ho.t the Secured .Party shall proce,ed against any other 
party primarily or secondarily liable- on any of the
Obligation,(s.)',; or

'(vi) Agree to any amendments, modification., or aiteration of 
the. :Do:cuments- and exercise its rights to consent tO' any action or 
non-aCition of Debtor which may violate the Cove-nants and 
agreements' contained in the Documents. with or Without
consideration,, bn such terms and conditions' as may be acceptable 
to it.

2.:6' Guarantor agrees that if at any time all O'E- any part of any 
payment theretofore applied, .by the Secured Party to any of the 
Obliga.tio.n ( s) is or' must be res'Ginded or .'returned -by the Secuf'ed, Party

4
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:f or any reason what so,ever ;(,incl'uding.,, without’ limitation, the 
insoivency, bankruptcy or reorganisation of Debtor) such 
Obligation (.iS)'7 for purposes of' tbis ■Guarantee,, to the extent that s.uch 
pa.yment is or must be resein.ded' pr returned,, shall be deemed to have 
continued in existence., notwithstanding sueh appliGation by the 
Secured Party, and this Guarantee shall corttinue to, be effective or be 
reinstated,, a,a the case may be, as tb' s,uch Obligation {s;) , all as 
though, s.uch application by the Se,cured, Party had not been made..

that;

ARTICLE III 
GUARANTOR'S WARRANTIES

3U1 Guarantor represents and warrants’ to. the Secured Party

(i.) This Guarantee has been duly executed, and d.elivered by 
the. Guarantor and constitutes; a legal, valid and binding 
obligatioh of Guaranto.r enforceabie; against, him, her or it ■ in 
accordance with its terms.;

(i’i.) There is, -no action, lit.ig'ati,d.h or other proceeding 
pending or threatened^ agaih'St Gua.rantor, !befbre any court, 
arbitrator or admirtis.trative agency which may have a materially 
adverse, e'ffect on the assets:, businesses:, or financial cOndlti.pn 
of Guarantor, or which would prevent, hinde:r or jeopardize his, 
her or its perform'ance. Undef this; Gua'rantee.';

(iii) Guaranto.r is, fully famili.ar with all of the covenants,, 
terms and .conditions :of the D'ocuments and the Documents,.;

(iv) The Guarantpr is not party to any contract/- agreemen.t, 
indenture or in’Sjtrument -or subject to any restriction which might 
mat.erlall.y adversely affect his-, her or its financial condition 
which, would in any .way jeopardi’z.e the ability of Guarantor to 
perform hereunder-; and

(v) The, Einancial Statement o,f Debtor attached hereto as- 
Exhibit "A" i's CO.rreot, in all material re-s-pects. and acGUrately 
represents the financial -condition of Debtor as of 

„ 20 .

ARTICLE :iy
MISCELiANEOUS PROVISIONS

4-,.. 1 All the cove.nants, stipulations, 'pro.mises ;and a.greement.s 
contained in this Guarantee by or ort behalf of Guarantor are for the 
benefit of the Secured Party, its: .suee.essors or' ass;ig,ns and- shall bind 
.Guarantor and his, her O-t its heirs.,, execUtbrs,- personal 
representative, successors and assigns.
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4.2 Any notice or demand which by any prowisdon. of this 
Guarantee i:s required, or permitted to be given by Se.c.ured Party t‘o 
Guarantor shall, be deemed to, have been sufficiently given for all 
purposes' if given, by first-class mail,, postage' prepaid, to Guarantor 
at the address set forth after his, her or its signature below (until 
another address is filed' by Guarantor with Secured Party for’ such 
purposes).

4.3 The .Secured Party,, withd.ut notice o:f any kind', may sell, 
assign, or. transfer the' Document,s.:,- and in such event each and every 
immediate and suedeS'Sive assignee or transferee thereof may fee gi.ven 
the, right by the, Secured Party to enforce this Guarantee, in full/ by 
suit or, otherwise,, for its own benefit. Guarantor hereby agrees fp'r 
the benefit of any such assignee or transferee that his, her or its 
Obligation,,(s) hereunder shall net be subject to any reduction, 
abatement, defens.e, set-off, cpunterclaim or recoupment fPr any reason 
what soever..

4.4 Guarantor hereby expressly waives,:,

(;,i), Notice- of the .acceptance by the Secured Party of this' 
Guar an.tee ;

Notice of the existence,/ creation or non-payment of 
all or any of the Obligation(s);

(,ii'±.): Presentment, demand,, notice: or .dishonor,, protest and 
all other notices whatsoever; and

(,±v) All diligence in cpli.ectipn or protection O'f or 
reali,2ati,on on the Obligation (s) or any therepf he-feunder, or any 
security for or guarantee of any of the foregoing.

4.5 No delay on the' part of the Secured Party in, the exercise 
of any right or remedy shall operate as a waiver t'hereof, and no 
single'. ,o,r partial exercise by the Secured Party 'of any right or -reme.dy 
shall preclude other or further exercise' thereof or the exercise of 
any other right o,r remedy,; nor shall any mo.dificatipn or waiver of any 
of the,' provisions: of this Guaran.tee be binding on the Secured Party 
except as expressly set' forth in writing, duly signed and delivered on, 
behalf of the Secured., Party.

4,. 6 This Guarantee shall in all respects be governed by and 
GPnstr.ued and enforced, in accordance with the, laws, ;of the, Shate o,f 
Galifornia and the parties, hereto submit to the hpn-exclusive 
jurisdictidn of the courts of Los Angeles County, Galifornia and' 'all 
courts Competent to hear app.eals therefrom.

4.7 -Any provision o:f this Guarantee that -is .prohibited or 
unenforceable' in. any j.uri'sd'i.ctioh, shall, as to s.uCh jPrisdlctipn, be 
iheffeCtive to the extent of such p.r-Phibition or unenforceability 
without invalida.ting the remaining provisions hereof,, and no such
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prohibition or unenfo'rce'abi-lity shall. invalidate 
unenforceable suoh provision .in any other jurisdiction.

render

IN WlyTNESS WHERE©>F, the parties hereto da've executed' this 
Guarantee as of the date, first written above.

"SECURED PARTY"

FHAN.GHISDR

By:

'GUARANTORS' "SPOUSE'

Name;
Addre.ssi:

Name
Address:

Name: 
Address:
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TOM N TOMS raANCHISE, LLG 

ERANGHISE AGREEMENT 

EXHIBIT >'C"

GONDITIONAL LEASE ASSIGNMENT PROVISIONS

The Giauses referred to in Article 2.1 of the attached Franchise 
Agreement are as follows:

(i.) The premises being leased hereunder shail. be used 
solely for the operation of a Tom N Toms Coffeehouse.

(.ii) Lessor' has exam'ined Franchisor's standard design' 
concepts and Specifications and consents tO' Lessee's use of same 
and of FranGhisor'' s Marks' and such signage as Franchisor :m'ay 
prescribe for the Coffe'ehouse.

(iii) . Lessee may not sublease or assign all or any part* of 
its pCcupartcy rights, or extend the term or renew the least:, 
without Franchisor's' prior written consent.-

(iv) Lessor shall furnish Franchisor a copy of the executed 
lease, including all attachments thereto and related agreements, 
if any, within fiye (SJ days after its execution, and. no change 
Or amendment, to such lease affecting the above terms and 
conditi.ons shall be effec.tiye without Franchiso.r' s prior written 
approval.

(v) NOtwi,.thstanding' anything t.o' the contrary contained in 
this Lease, it is expres.sly understood, and agreed that if the
.Franchise Agreement dated, the ___ day of ,, 2Q  between
the Lessee and. Franchisor expires or is terminated for any .reason 
whatsoever, the' Lessee.-'s rights hereunder shall, at. the 'Option of 
Franchisor, be transf-erred and assigned to Franchisor. Said 
option -may be exercised by Franchisor giving the Lessor a notice 
in, writing, within thirty C3Q.'), days, .foll.owing the expiration Or 
termination of the said Franchise: Agreement,, -such notice to 
speci'fy, inter alia, the date of such e.xpiratiGn or terminati.on. 
It is further agreed that such, notice shall, wi.thout further act 
-or formality,' operate as; an effect-ive, .assignment of the Lessee's 
.right hereunder to FranGhisor and the assumption by FranGhisor, of 
the covenants herein require.d to be. observed or performed by the 
Les'see.

(vi) In the event Eranchisor elects- not to exercise the 
above ,op'tio,n.,- Lessor '.shail, permit Franchisor to enter the 
p-remise'S. in order to make any modifica.tion necessary to- protect 
Franchisor's Marks:.
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(vli-) The Lesspx shall gave written hotice t;o Franchisor 
(concurrently with the giving o’f such hotiee to the tessee) of
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any defaul.t- by the Lesise'e, under the Leaae, and Franchisor shall have, 
after' the expiration of the period during jrfhieh, the Les’see may cure 
such default^ an, additional fifteen (15) days to cure, at its sole 
option., any such default., providing that if such ..detault •,arises by 
reason o'f- the bankruptcy or insolvency of t^ie , Lessee or the 
appointment of a receiver over the Lessee's assets, or part thereof. 
Franchisor shall have the right to. assume this Lease .upon, payment, of 
any arrears o,f^ rental tO' such date., In the event of any sUch 
assumption,. the Lessee shall cease to have: any further rights, 
hereunder.

,(viii) The Lessor acknpwledges. that the s:aid Franchise
Agreement contains a fight on the part of Franchisor, in the 
event of expiration or termination of the said Franchise 
Agreement fpr any reason whatsoever,, to. enter the premises hereby 
demised and. to operate the Coffeehouse for the account of the 
Lessee for a period as set forth in the said Franchise Agreement. 
The Lessor further acknowledges that such entry by Franchisor 
shall hot constitute an .as’S.ignment of this Lease;, nor a 
subletting of the premises hereby demised.

(ix) The Lessor acknowledge.s that Franchiser is; executing 
this Lease solely for the purpose o.f acknowledging the; provisions 
contained in the foregoing clauses and agrees that such execution 
by Franchisor shall in no way be construed so as to bbllgat.e 
Franchisor fo.r the. performance of any of the terms., conditions, 
obligations and covenants contained herein., except as 
specifically set forth in clause (i), .

'The foregoing provisions shall be incorporated into. Franchisee's 
lease or sublease agreement.

F'RANCHi:S,PR

By;_

FRANGHI.'SEE

By,:_

Page 139.6f 228



TOM N TOMS FRANCHISE, LLG 

FRANCHISE AGREEMENT 

EXHIBIT "D"

SITE LOCATION ADDENDUM

Si,t:e Loeat-ion

Tom N Toms Franchise,; LLC ('"'Franehlsor") 
'("Franchisee) have on- this date, ,, 2 0

and’ Franchisee:
_______________ __ entered into ra

certain Franchise Agreement, ;C"Franchise Agreement") and desire to. 
supplement i,ts terms as set out below. The parties hereto, therefore 
agree as follows;:

,A. Site Selee-tioh

Within 1 .year., '(,36:5) days after execution of this Addendum, 
Franchisee shall, acquire, by lease Or purchase,, at Franchisee's 
expense and subjiect to. Franchisor's approval, as provided in the 
Franchise Agreement, a location for the franchised business,

B. Guidelines and Evaluati,Gh

In connection with Franchisee's selection of a .site for, the 
franchised business*, F'ranGhi.sG.r shall furnish to. Franchisee, the 
following

1.. Counseling and assistance on site; selection guidelines 
as Franchisor may deem advisable;.

2.. :Such. 0n-s,i.t.e evaluation as Franchisor may deem 
advisable in response to Franchisee's .request fo.f site' approval.; 
provided, however,. that Franchisor shall not provide on-site 
evaluatipn for any proposed .site prior to the receipt o:f a market 
feasibility study for such site prepared' by .Franchisee pursuant tb 
Paragraph C.- hereof. If on-site .evaluation is deemed necessary and 
.appropriate by Franchis:or ;(.on its own initiative or at Franchisee's 
request),. Franchisee shall reimburse; .Franchisor for all reasonable 
expens:es incurre.d, by Eranchlisor in connection with sUch on-s.ite 
evaluation, including, without limitation, the cost of travel, lodging 
and meals, following Franchisee's approval in advance of same..

G... .Sj,te Approval

■Pripf to the a.cquisitidn by lease or purchase of any proposed, 
locatioh, for the franchised business.. Franchisee shall submit to 
Franchisor,, in the form specified by Franchisor, a description of the 
proposed location and such other information or materials as 
.Franchisor may reasonably .require ^ Recognizing that time is of the 
essence,, Franchisee agrees that it must submit such information :and 
material for the proposed location t,o Franchisor for itS; approval no
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r :) days after 'the execution o:f the 
Frarichisdr shall have, _ (, ) days after

later, than _________
Frahehis'e Agreement, 
receipt of such information and materials from Franchisee' to approve 
or disapprove, 'at its sole; discretion,, the: proposed, locatidn as the 
lo'catigh for, the franchised busiriess. The, proposed location shall not 
be deemed approved unless writ,ten notice^ of approval is, given to 
Franchisee by Franchisor.

D. Lease P-rovisio,ns

The l.ease for ,the premises of the, franchised' business, shall be 
submitted to Franchisor for its written approval prior to execution by 
Franchisee arid, the: Lessor, and shall contain the. fo,l,lowing' terms and 
conditions;,

1., That the premises shall be used only for the operation 
of the franchised business..

-2. That the landlord, has examined Franchisor's standard 
design conCep.ts a.hd consents to ,Fran,Ghis'ee's use. of such Proprietary 
Marks a'hd signage’ ^as Franchisor may prescribe for the franchised 
business.

3.. That the landlord ag,ree.s ,to furnish. Franchisor with 
copies of any and all letters .and notices sent to Franchisee 
pertaining to the l,e'as’e .and premises,,, at the same time that- sdch 
letters and- notices are sent to Franchisee.,

4. That Franchisee, may not sublease dr assign all or any 
part of its; oceupancy rights, or extend the term or renew the lease,, 
without Franchisor's prior writteni conseht.

5;. That Franchisor shall have, the right to enter the 
premises to make any' modification. neeeS'Sary to protect Erahchisor's 
Proprietary Marks; ,or to cure, a'ny default under the, lease or under this 
Agreementi

6'., That Franchisor, shall have the option to assume 
Franchisee's' occupancy righ.t'S, and the right to assign or s.ublease for 
all or any part .©f the remaining term, upon Ffanehisee's default or 
termination under such lease or under this Agreement.

7., That Eranehisof shall be furnished a copy of the 
executed lease., ten (fO) days after its execution, and no change or 
amendment to such lease affecting’ the above terms and conditions' shall 
be effective without Franchisor's prior written approval,,.

,E. Relocation,

■Upon Franchisor's, approval Of a, location for the: franchised
busihe.ss, or upon execution of this Agreement., whichever occurs 
earlier,, the s.treet address of the apprOve.d, location of the franchised 
business shall,, be recorded and shall be attached as 'Exhibit '"A" to
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this Ag-reemeht. rranchisee shall hot relocate the franGhised business 
without the express: prior written consent of Eranchisor.

F, Cohstruction.

E'ranchisee shall cbnunenGe: construction ot leasehold, improvements
'(.'"Construction") of the franchise business Within ____________ (')
days after Franchisee' executes this addendum, executes a lease., or 
obta'ins the right to p'ossess.ion of the premises, whichever occurs' 
latest.; Franchisee shall provi.de; written notice to Franchisor of the, 
date Constructloh of the' franGhised business commences within 
()' days after commencement.. Franchisee shall maintain contihuous 
Constructicn of the franchised business premises and shall complete 
Construction, including all exterior and. interior carpentry, 
electrical,, p.ainting and finishing 'worh, and installatidn of all 
furnishings, fixtures., equipment, and signs, in accordance with the 
app'r'oved' plans and specifi cations at. Franchisee's expense, within 
(^^) months', after commencement (exclusive of the time lost by reason 
of Strikes,, locko,uts,, fire and, other' casualties and acts of G'Pdr).;. 
Each We'ek' during the Construction perip.d,. Franchisee a.nd Franchi.s.ee's 
architect or general Goht.raetor .shall certify in .W-ritihg to Franchisor 
that all work is prdce.e.ding substantially on schedule, and in 
accordance with the approved plans and ■speci.fications and all 
applicable laws., regulations ordinances: and restrictive covenants.
Franchisee! further agrees that Franchisor and it's agents: shall 'have 
the: right to inspect the Gonstruction at all reasonable times.

G. Permits and Approvals

Before or upon completion of G,6h.s;truc,tion, Franchisee' shall 
ob.taln, and shall furnish to Franchisor copies of., all necessary 
.permits, approvals, .and Certif.i.cates required for occupancy of the 
premises and ope.ra,ti.0.n of the franchi'sed b'Usine's:s-. Franchisee sha.ll 
ob.tain Franchisor' s approval for opening and shall open the ,franchised
business within _____ (_) months after the. .date o,.f ,Commencement, of
Construction..

H. Time of, Essence

'Franchisee, and Franchisor ,agr,e,e that time .is of the essence in 
Franchisee's performance of its obligations hereunder. Any failure by 
Franchisee: to meet the time limits ,impose,d under this .Addendum shall 
constitute a default under Section 13.2.A of the Franchise, Agreement, 
for Which Franchisor may terminate this Agreement, upon notice to 
Franchisee.

cl,. Effect of, Eranehise Agreement

This Addendum shall be: considered an integral part 'Of the 
Eranehise Agreement between the. patties (hereto, and the terms: of this 
Addendum shall be controlling with respect' to the. subject matter 
hereof. Except as modified or supplemented by this Addendum,,, the terms 
of the Franchise .Agreement are hereby ratified and confirmed.,

Page 142 of 228



IN WITNES.S. WHEREOF', the patties hereto have duly executed, s:ealed 
and delivered this Addendum in triplicate On the day and year first 
•above, written.

FRANCHISOR franchisee;

By:

Page 143 of 228



TOM N TOMS FRANCHISE, LLC 

FRANCHISE AGREEMENT

EXHIBIT "E"

CONFIDENTIALITY AND NON^COlilPETITION AGREEMENT

THIS AGl^EMENT is made by and between Tom N' Toms Franchise, LLC., 
California limited liability company (the "Franchisor") ,■ and 

________________ (the '-'Franchisee";) ,

WHErEaSv Franchisor has de-veloped' an established, business and is 
enga.ged in the development,, marlceting and sale to, 'franehisees of an 
eificient and distinctive system of training employees', preparing, 
serving, merGhandising, and selling products typically sold in a Tom' N 
Toms, Coffeehou'se., served by' a, distinctively uniformed staff, and, well 
trained, in, distinctively designed, furnished, decorated, and equipped 
Coffeehouses under the. name Tom N,' Tom'S;; and.

WHEi^AS,, Franchi,sor has developed ,and, uses the. name, "Tom M TOms" 
and "Tom N Toms; COf.fee" and associated service, marks., trademarks, 
designs, and s'ymb.ols in, the design and. appearance of its eo.ffeehouses' 
(collec.tively r'efe.rred to as the "Marks"), identifying the goodwill 
which Franchisor has developed in connection with the ope'ratioh of Tom 
:N. Toms Coffeehouses, by .Franchisor and. its franchisees .(ell of which is 
hereinafter referred to as. the "System'"),; and

WHEREAS, Franchisor desires to preserve the Marks and the System,, 
and has plans, where profitable., to increase: the number, of Tom N’ Toms 
Coffeehouses within the United States and elsewhere.; and

WHEREAS., Franchisee desires to be ,a .Tom N T„Oms franchisee;' and

WHEREAS, Franchisee's. Manager has been .hired by Franchisee to run 
the day-to-day activities, of Franchis'ee's Coffeehouse and such Manager 
must therefore be bound by the .same confidentiality and non- 
'Competition agreement, that Franchisee is bound by,

IN CONSIDERATI'ON of the.se premises., and, the conditions stated 
herein,, the parties, agree as follows;,

1. P'urpose of Agreement. Franchiso'.r is placing Fra.nchisee in a 
position of trust and confidence in the development, marketing/, sale 
an.d ex-pansaon of .the’ System. As a precondiition .of the grant of; the 
right to own and operate a Tom. N Toms, Coffeehouse., Franchisor, desires, 
to receive' from FranGhisee (i) an, agreement n,0;t to disclose certain 
.info-rmati.on, relating to Eranchlsor's business./ (11„), an agreement not. 
to compete against Franchisor for, a certain period of time, and ;(,i-ii) 
an .agreement concerning the ownership, of certain information.,. This 
Agreement sets forth the terms of .their a.gre.ements and unde'fsitand'ings.

Page 144 of 228



2. Fr.anehisor Ownership of Ma-te-rlals:. All information,, ideas, 
re'searehi, meifhods., technicjues,- specifications,, guidelines., secret 
recipes, manuals, proGedures, systems, improvements,- no.t'es',, data, 
tapes,', reference items-, financial inf orma.tio,n, literature-, files;, 
supplier lists, notebooks, calendars,, sketches, drawings., memoranda, 
record's and .cop-yrighted and other materials, inc-l.uding Franchisor's' 
Confidential Operating Manual., and the gpodwill associated with them, 
which in any way relat.e to EranGhlsOr's past, present Or potential 
business .or .which were' prepared or. received by Franchisee as a, 
franchisee of Franchisor and a participant in the .System {collectlyely 
referred to as "Confidential Information") ar,e the e-xclusive property 
of Franchisor. Franchisee agrees to deliver to EranGhi.sor all. copies 
of such mht.erials including Franchisee's own personal, work papers, 
which are in Franchisee's po.ssess.ion or under Franchisee,'s potential 
control a.t the .request of Franchisor or, in the absence of such a 
request,, upon, the termination of that certain .Franchise Agreement 
dated even date herewith bet.ween Franchisor and Franchisee {.the 
"'Franchise Agreement") ..

3. Confide h t.i a 1 I nf or ma tl o n. Franchisee ackno.wledges that
Franchisof's Confidential Information is a valuable and uni.que; asset, 
'which Frahchisee holds in trust for Franchisor's sole benefit., 
Franehis.ee agrees' that Franchisee: .shall, not., at any time 'durihg and 
for a period of fifty .(f.Q) years .after Franchisee ceases to be a 
franchisee of Franchisor o-r a participant in the .System, use, for 
i-tself or .for others., or d-iscloSe to any person., corporation 'or, otfier 
entity for any reason, any of Franchisor's Confidential Information, 
without the prior written consent of Franchisor.

4'.. Trade Secrets.. Franchisee aeknowiedges that Franchisor's: 
Gonfidential Information and. .i.ts methods and techniques of operation,, 
and beverage/food preparation,, merchandising, recipes, specifications, 
its financial, .condition, customer •S'ervi.Ge,- marketing and p'ri.eihg 
strategies,i as. well as the infofmati.on compiled, and developed 
regarding improvements 'or enhanoements to' the System, includlngi the 
Confidential Operating Manual, .are uniquely valuab'le to Franchisor- and 
have been devel.o.ped through considerable expense .and e-ffort., and thus 
are not usually ascertainable by a competitor witho.ut eonslderable 
inves-tmen't Of effo.rt and expense ("Trade S;ecrets") .

In light of the .need to protect, and preserve the confid.entiality 
o.f these Trade Secrets and in conside'f.ati.on of. FfanGhisee's continued 
right to -own and operate a Tom N Toms Coffeehouse., Franchisee agrees,, 
at all times while, a franchisee of Frane.hlsor and for as' long as 
Franchisor remains Ih b,us:iness anywhere in. the world,, to respect, the 
confidentiality of Franchisor's Tf-ade Secrets, to -use them solely fqr 
the ben.efit of Franchisor's business,, and tp refrain :from. disclos-ing 
,or making available: the Trade Secrets to any third' par.ty without the 
prior written consent of Franchisor. Ffanchise.e further agrees, to 
take all reasonable, security measures to ensure that Franchisee's 
employees: comply with this' Agreement and such other security measures 
as, are reasonably requested by Franchisor to prevent accidental 
disclosure.
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B,.- .ftssiqnmefafc of Inyentien-s. All. idea's, improvements,
processes, names, menu items,, and enhancements to the System or which 
relate to 'or are useful to Franchisor''s bu'sines,Si which .Franchisee, 
alone or, with others, may invent, discover, make or, conceive 
("■Inventions'") 'are the excluslye property’ o’f Franchisor, and 
Franchisee shall promptly and fully disclose them tO' Franchisor,. At 
any time, at Franchisor's request and expense,; Franchisee shall,, 
without further compensartioh: (1) promptiy record such inventions with
■Franchisor,; (i'i) execute any assignments and other documents 
Era:nchisor deems desirable to, .protect its rights in the. Inventions; 
and (iii) assist Franchisor in enforcing its rights with .respect to 
these Inventions.

&. Restrictions’, on Uh'fair Competition. It is, recognized .by
Franchisee that as the natural result of E'ra-nGhise.e:'s participation in 
the Sys,tem as a, franchise.e of Franchispr, Franchisee will gain access 
to 'Frahchisor' s Trade, Secrets, -and Gonfidential Informa.tion, and will 
gain the trust, confidence and respect of Franchisor's landlords,, 
customers and suppliers. Franchisee acknowledges that Fr'anchiso'r has 
a legitimate need to- protect itself against unfair competition by its, 
franchisees! and their employees.. Therefore,, in consideration for’
Franchisee's participation in the; System as a franchisee, of 
Franchisor, ,Franchisee agrees that While; it is a franchisee of
Franchispr and for two :{2)i years after termination of the Franchise 
Agreement, regardless of the cif cumstances giving rise to the
termination,, -or after’ Franchisee ceases to be a participant in the 
System:, and within the Area of ;Minimum G,ompetition as defined in 
Article XIV of the Fran.chlse Agreement., Franchi.see shall not:

(a) ,Have, or acquire; an interest in a similar .business to 
that offer.ed or de.velbped by Franchisor which provides the same or 
sUbS'tantiall.y similar products as those sold* distributed,
manufactured of furnished by Franchis.or during the term of the 
'Franchise Agreement. For purposes of -this Agfeement, "similar 
business" means a retail beverage service coffeehouse: that sells the 
same or s,ubs.tahtially’ similar products as Menu, Items., as such term' is 
defined in the Franchise Agreement., where the cumulative sa’les of such 
products comprise at least 50'% of tota-1 sal.es of such business;

(b) (Engage, directly or indirectiy, .on Franchisee's own. 
behalf, or on behalf of any other ■p'erson,. firm., .partnership or 
corporation,,, in pr.oviding, assisting,, ihstruc.ting, or, supervising fhe 
mar.ketihg., distribution or sale of the Products of any similar 
business to those offered and provided or manufactured by Franchisor 
as of the- -termination of this Agreement,-'

(’,c) Compete, directly' or, .indirectly, with Franchisor ' in 
the offering, distribuition or sale of products similar to the Products 
offered or provided or manufactured 'by Franchisor as of the 
’termination of this Agreement., (Prohibited competition under this 
subsection (c)- may include', but i-s not limited, 'bo’> the 'solicitation 
of, att,emp;ted .solicitation, or, other contacts with franchisees:.
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1-and‘iords., siipplier.s and cusfome-ps of Franchisor fci,r the purpose o.f 
offering,, ‘proyidihg or delivering Products or services Similar to 
those offered' and provided by ■Eranehisof to the public; or the 
request, suggestion or advice to Eranchisees, landlords, suppliers or 
customers, either directly or indirectly, to 'Withdraw, curtail,, limit 
or cancel their business with Franchisor;, or to disclose., directly or 
indirectly,, to any o-ther person the' names and addressesi of 
franchisees,, landlords, suppliers and. customers of Franchiser'; or the 
tefms, and, conditions 'df Franchisor's' .contracts with .suppliers of .these 
Products,,;

(■■di). Hire or ehgag,e> or attempt to hire, or- engage,,, directly 
or Indirectly, any individual who. is an employee of Franchisor a.t the 
time of such Solleitation, or was an employee during the calendar year 
immediately preceding Franchisee's termihat'io.n as a participant in the 
system- as a fran'chlsee of Eranehisor, whether sUC'h actions are 
undertaken on behalf of Eranchisee or on behalf of ahother 'entity; or

:(e) Otherwise. ta'ke direct actions to disrupt the 
opefatidns of Eranchisd'f or interfere with EranchisOr' s, performance of 
its,, c.ontracts with third .pa^rties,

71 Enforcement,

(a) Inf,unction. Eranchisee undefstands: and agrees that
Eranehisor will suffer irreparable harm if Eranchisee breaches any of 
Eranchisee's dbligatidhs under this, Agreemen.t, arid that monetary 
damages shall be inadequate to compensate Franchisor for any such 
violation., .Accordingly, Ffanchisee agrees, tha.t in .the event 
Eranchisee violates or threatens to violat.e any o.f the provisions' of 
this Agreement, E-fanchisor, in addition .to‘ all other remedies or 
damages' which it may have, shall be entitled to seek an irijiuriction to 
prevent or -tG re'strain any such violation by Eranchi_See or by any Or 
all of ,Ef anchlsee's directors,, stdckholders, officers, partners,, 
e,mplo,yee's„ agents or, any other person directly or indirectiy acting 
for, on behal,f of o'r with Eranchisee. Ffanchisee corisehts to: the 
seeking of the ,injunction as being, a reasonable measure, to protect 
Eranchisor'.s rights-

{b) JUrisdictioh. Franchisee agrees, that any lawsuit
brought by Franchisor -to. enforce: its rights under this Agreement shall 
be brought in the appropriate court l.o:cated in the State of 
Califo-frii'a,-. County of Eos Angeles-,, and' Franchisee agrees and consents 
to. the; jurisdiction o:f such court to resolye all disputes' Which arise 
out o.f this Agreement, or ahy alleged b'rea.ch thereof in, a state' court:, 
regardless of Er an chi see's residency at the time Such suit is filed. 
Any lawsuit brought against Fra:nehi:s©r o'.r its o.fficers,, .direotors or, 
agents arls:i'hg out ..of this Agreement,, o-r any alleg,,ed breach, thereof, 
'must be brought within one (1,) year o:f' the' event giving rise to the' 
cause o:f ac-tion. The failure to Commence s.u'ch action by or Oh behalf 
of Franchi.see within this time peri.od shall serve; to bar any rights 
Franchisee may have against .Eranehisor of' its officefS', directors and, 
agents.
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(c) CQS;ts. Franchisee further, agrees tha.t if Franchisee 
acts in any manner which causes .Frahehiaor to seek ah'y form of 
judicial relief or remedy against Franchisee,, and the court determines 
.Franch-isee has or Is vidiating any of the provisions, of this 
Agreement./, Eranehisor,, in addition to' its dther remedies, shall be 
entitled td recover from Franchisee all co.sts incurred, inc.luding: its 
at.torneys' fees,

8. Reasonablehe,ss of Restrictions; Severability. Franehisee 
has' read and considered carefully' the provisions of Sections 1 through 
7 of this Agreement,, and, agrees, that, the restrictions are fair and' 
reasonably required for the protection of the interests of .Franchisor, 
its business and Its o.fficers,, directors and' employees,, evert tho.ugh, no 
geographic, limitation is Include.d because of the, national, nature of 
the franchise; business,. Franchisee. further 'agree that the
restrictions, set forth in, this Agreement sha,ll not .impair Franchisee;’'s 
ability to secure employment or' acquire an interest in a business in 
another field of choice, other than the restricted field described in 
.Section 6,.

,9 .. Ml seel lane o.us -•

(a) All agreements and covenants contained herein are 
severable. If any of them, or any part or parts of them, .shall, be; 
held invalid by any court of competent jurisdiction for any reason,, 
then Franchisee agrees that the court shall have the authority to. 
refo.rm and modify that, provision, in order that the restriction shall 
be the maximum neCes''sary to .protect Franchisor's legitimate, business 
needs as permitted by applicable., la-w' and public policy. In ,so doing, 
Franchisee agrees; that the court -shall impose the provision wi.th 
.retroactive, effect as. close as possible to the- provision, held to be 
invalid,. Further, Franchisee agrees that a breach -or alleged breach 
by F'ranchisdr of any obligation owed by Franchisor shall not affect 
the yalidi-ty or enforceability of the. provisions of this Agreement.

(,bi)' This. .Agreement Was entered into and shall be gover.ne.d 
by the laws of the -S.tate' of Califorh'la.i

(c) No delay or failure by Franchisor to exercise any 
right under this Agreement., and no partial or single eXerci,s.e of that, 
right, shall constitute a waiver >of that or any other right provided 
he'r-ein,,. and, no waive-r of .ahy violation of arty terms, and provisions pf 
this Agreement shall be construed as a waiver of any s.ucceeding' 
violation of the .same or any other provision of this Agreement.

,(‘d() In the event, that any provision o.f this Agreement, or 
a, portion thereof, .shall, be held to h® invalid or unenforceable., this 
ruling .Shall .not affect in any manner the validity of the remaining 
pro.viSions.

Page 148 of 228



ie), The rights and, dbligations of .Franchisor under this 
Agreement shall inufe to the benefit Of and shall be binding upon the 
parties heretoy as well, as the affiliates of' Franchisor, and. any future 
successors and .assigns of FnandhiSori

(.f.) No- imodification of this Agreement shall 'be valid 
unless It is in writing and signed by both Franchisee- and .an 
autho.riz-ed- representative of Franchisor. This Agreement, con.tains: the 
entire ag-reemen.t between the 'parties- and is e-xpressly .intended by 
Fran'chisee and Franchisor to s.upers-ede and replace any- pti.or 
agreements- on these is.sues between, the- parties.

(g.) The Manager, if .any, hereby executes this Agreement to 
evidence his/her .or their GOnsent to be, bound by each and every 
p'royi s.i.on..

-IN WITNESS WHEREOF, Fr'anchisor and Fr-anehiSee attest that eaGh 
has read and understands the te'fms of 'thi.s Agreement,, .and voluntarily 
.Signed this Agreement on this ____  .day of, , 20

FRANC.H.rSOF

By:

FRAN,GH.I SEE;

By:_
{Franchisee)

-By:
('Manager,)
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TOM N TOMS FRANGHTSE, LLC 

P«NCHISE AGREEMENT 

EXHIBIT. "F"

TRANSFER OF FRANCHISE TO A CORPORATION

The undersigned,, a's flranohisee. of, the- Goffeehou'se under a Franehise 
Agreement exeeufed on the, date' set forth belo.w bet.ween franchisee and 
Tom N Toms Fr.an.chise^ LLC,,, as Franchisor', granting Franchisee a 
franchise t.o operate at the .l.ocation set forth below,, .and the Other' 
undersigned' sharehoiders o.r members of the Corporation^ who together 
with Franchisee constitute, all o-f the shareholders, of the Co-rporation, 
in order' to induce; Franchisor to consent to the assigriment of the 
Franehise Agreement: to, the Gorporation in aGcOrdance- with the 
.provisions of Article XX of the Franchis.e Agireement-, agree as follows:

1, The undersigned Fr.anehi.aee! shall remain :,pe;r.sohally liable 
in all respec.ts under the- Fra-n,chis:e, Agreement and all the Other 
Shareholders -of the Corporation in,tending to be .legally bound' hereby,, 
agree jointly and severally to be personally bound by .the- provisions- 
of the Franchise; Agreement including the restrictive covenants 
con-tained in Article XIV' thereof, to; the same extent as if each of 
them were Franchisee' set fOrth in the Franchise Agreemeht and they 
jointly and .severally personally guarantee all O.f Franchis.ee's 
obligations set, forth in said Agreement.

2. The undersigned, agree not to transf er a-ny .stock in the 
corporation without, the prior written approval of Franchisor and agree 
that all stock certifiGates, representing shares in, the Corporation 
shall bear the following legend:

"The shares- o.f sto.ck represented by this 
certificate are ,subj,ect to the terms. and 
conditions set fo'rth in a. Franchise, Ag.reemeht
dated , 20_____________  between Franchisee and Tom
,N .Toms Franchise,, LLC".

3,. .Franchisee or his designee shall devote his, best efforts to 
the day-tQ-day operation and -development of the Coffeehouse.

4. __________________  hereby agrees to become' a party to and to
be bound by al-1 pf the provi.sions of the Franchise Agreement executed 
on the date set forth below b,etw.een Er'anchisee and Tom N Toms 
Frartehise-, LLC to the same extent, as. if it were named as, ■Fr'anchisee 
herein,-.

Date o.f Franchise Agreemeht:
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Location of Coffeehouse;:

Name of Corpo-ration

Name';:,^
'Title:

in' cpnslderation, of the execution p:f the above Agreement,, Tom N 
Toms Frah'chise, LL© hereby consents, to the above referred t,o 
■assighment on this _____ day of, 20

Tom. N Toms Franehise,, LLG

By-
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TOM N TOMS FRANCHISE, LLC 

FRANCHISE AGREEMENT 

EXHIBIT "G"

TELEPHONE NtJMBER ASSIGNMENT AGREEMENT 
And BONER OF ATTORNEY

FOR, VALUE 'RECEIVED., the under's-igned ("Era'hehi:see") irrevocably 
as,aigns the telephone .listing and numbers stated below and any sud.eessdr, 
changed or replacement number or numbers effective upon thei date of 
termination of the. Franchise Agreement deoCribed below to.. Tom' Toms 
Franchise^ L"LC upon, the following terms:

1. Thi.S ass.'ignment is made under the terms of Tom N Toms
Franchise Agreement dated , 20’  authorizing Franchisee to do
bus-iness as. "Tom N Toms" O't: "Tom. N Toms Coffee" Coffeehou'Se (the 
"FranGhi.se, Agreement") between Franchisor, and Franchisee, which in part 
pertains to the t.elephone listing: and numbers Franch.isee uses in the, 
operation o;f the Coffeehouse covered by the FtaHchise: Agreement.

2. Fran.chisee retaihs- the limited right to use the teiephone' 
listing and numbers only for transactions and advertising under the 
Franchise Agreement while the Fra.nehi.se Ag'feement, between Franchisor and 
Franchisee remains .in full fo.rce, but upon termination ,or expiiition of 
the Franchise Agreement, Franchis.ee's limited rl.ght Of use of the 
telephone .listing and numbers also terminates. ,Ih this event,, Franchis.e.e 
agrees to immediately discontinue use of all listings and' numbers. At 
Franchisor''s. request, Franehiseei will immediately sign all documents,-, pay 
all monies, and take all other actions necessary t,o transfer the,' listing 
and numbers to Franchis.or.,

3. The telephone numbers and, affiliated listi.ngs subject to this
assignment are: (to be determined) and all numbers on the rotary series
and all numbers Franchisee uses' in the Coffeehouse in the future.

4. Franchisee shall pay all amounts owed for the use of the 
te.'lepho.ne numbers .and affiliated listing it incdrs. Gn te-rminati-on or 
expirat'idn of the; Franchise Agreement, Franchisee shall immediately pay 
all amounts owed for the listing and telephone, numbers,, whether or not 
due, ineluding all sums owed' under existing eontracts for, t.elephone 
.directo.ry advertising..

5., Franchisee, appoints Franchisor as his/her attdfn.ey-in-fact to 
act- in .Franchisee's place for the, purpose, of assigning any telephone 
numbefs covered by eara.graph 3. above tO' Franchisor or Franchisor's 
designees or transferees.. Franchisee, grants Franchis'or full authority t.o 
act in any ma;'nner proper or' necessary to e-xerCise. these, powers,-, .including 
full po.wer 'Of substitution and signing or completion of all documents
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required or requesit'ed :by any telepbone company to transfer the numbers, 
and ratifies eyefy act that Franchiser lawfully' performs: in exercising 
those> powers,.

This power of attorney is effective, ,for ten fl,0) years, fr'oin the 
date of expiration, cancellat-idn or 'terminati.dn of 'Franchisee's rights 
under the Franchise Agreement for any reason.,

Franchise'e ,intehds that this power of attorney be coupled with an 
.interest,. Frahchi.see declares, this power of attorney to 'be irrevocable 
and reho.uhces all right to revojkei it or to appoint another pers.on to 
iperform the- acts referred to in. this instrument. fhi.s power of attorne-y 
is no.t affected by Franchisee's later incapacity. This power is created 
to secure performance of a duty to Franchisor and is for consideration.

THE. PARTIES- have caused, this Agreement to be, duly signed as 
evidenced by their signatures 'appearing below. Pers.dns signing this 
Agreement must che.ck the appropriate space and' sign in the appropriate 
place providedi

:FRANGH'I;SEE :

Signed the.

EACH GF THE BELQW PERSONS AGREES TO BE BOUND, B,,T THE 
PRGVrSIONS: OF THIS .AGREEMENT, IN. BOTH IND-I-VIDUAL; AND 
RE RRE’S EN.TAT I-y E, CAEACI TIE S-.

day of ., 2Q

Franchisee

By:',_

FRAN.eHISOR:

Signed and accepted as, of the day of , 20'

Tom N Toms Franchise, LEC,

By:
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TOM. N TOMS FRANCHISE , LLC 

FRANCHISE AGREEMENT 

EXHIBIT "H"

AUTHORIZATION TO HONOR CHARGES DRAWN BY AND PAYABLE TO 
TOM N TOMS ETlANCHIiSE, LLC, INCLUDING CHECKS AND ELECTRONIC TRANSFERS

Deposit or- hereby authorizes and requests {'the
"Bank") to‘ initiate debit and oBedit entries to. Depositor's account indicated 
.below drawn b.y and, payable to the order o.f Tom N Toms Franchise,, DEC (the 
"Cbmpan.y" )' in, ,cheeks drawn on such a'ccount payable, bo the tompany or by 
Electronic Funds Transfer, pBovaded there are sU'EEiclent funds in said account 
to pay the amount ,up,on presentation.

(Depositor agrees that the B.ank-' s rights; ‘with respect to each such charge 
shall be the same as if i.t were a ohecik dra,wn b.y the Bank and signed by 
Depositor., Depositor f.urther agrees that if any such charge is dishonored, 
whether with or without cause and whether intentionally or i'hadvert.ently, the 
Bank s.hall be under no liabiiity whatsoever.

Bank Name:

Bank Address:

,Trans,it/ABA Number:

Accouht Numbejr^:

This: authority is to remain in full fpr.ce and effect until the, Gompany 
has received written notification from the deposl.tor, of its, termihatlon, in 
such tirfie, and, in such, manner to afford the Company and Bank a responsible 
opportunity to act ,dn, such request.,

Store Address: __________ ^____________

Name- of Depositor (Please, print Frandhisee name,)

Date ;Signed

iSighat-ure of Depositor

'Signature of Depositor (in case more than 1 ,depositpr)

PLEASE ATTACH ONE, VOIDED BLANK CHECK FOR PURPOSES OF SETTING UP BANK AND 
TRANSIT numbers:.
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TOM N TOMS FRANCHISE, LLG 

FRANCHISE AGREEMENT

exhibit "I"
FRANCHISEE COMPLIANCE CERTIFICATION

As you know,, Tom :N Toms Franchise,, LL'C (the Frahchisor;) -and, you 
are' preparing to enter into a Franchise Agreement, for the estab-lishmen.t 
and operation, of a, Tom N Toms ,Coffeehpuse,, The purpose of this 
Questionnaire is to determine whether any statements or p-rpmis.es were 
made to you by employees or authoriz,ed representatives' o,f Franchisor,,, or 
b,y employees or authorized representatives of Franchisor's; sales agents, 
that have not been authorized or that may be ,untrue> inaeGura,te or 
misleading.,

1. Are' you ,'seeking to enter in.to the Franchise Agreement in
connection with a purchase or transfer of an. existing Tom ,N Toms 
Franchise, LLC from an exis.ting FranGhisee?

Yes . ,No

2'. T, ha.d my first face-to-face meeting with a Franchisor
representative on.^ 20___ .

,3. Have you, received and perspnaiily reviewed the .Franchise Agreement
and each Addendum and related agreements, attached to it?

Yes- No

4 . Pd you, understand all, of the information contained in the
Franchise Agreement,, eadh Addendum and related ag,reements provided to 
you?

Yes No

If no,, what parts of the Franchise Agree.men.t, .any Addendum., and/or 
related agreement do you not understand?' .{Attach additional pages, if 
necessary.)

5. Have, you received, and personally reviewed the Franchisdr-'s
Franchise Disclosure Document (FDD) that was provided to you?
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Yes

6V. Did you sign a receipt for the. FDD indicating the date -you,
Teceived it?

Yes :No

7. Do you understand all of the information contained in the FDD and
any state-Sipeeifi.c Addendum to the. FDD?'

Yes ■No

It No, what parts ot the- FDD and/'or Addendum do, you not understand,? 
{Attach additional pages, if necessary.)

8-. Have you difscussed the benefits, and risks of establishing end,
operating a Toro N Toms Coffeehouse with an attorney, accountant. or other 
profess ioh'al ad'Yi.sor?

,Yes. No

If No,, dp, you wish to have more time to do so?

No,

9. Do ;you 'understand that the success or, failure of your Tom N' Toms
C’o.ff.eehouse will depend in large part upon your, 'skills end abilities,, 
competition from other businesse:s,, interest rates, inflation, labor and 
supply costs, lease terms and other economic and business, factors?

Yes NO

1.0. Has any empl.byee, or sales ag.ent of, Franchisor made any statement 
or promise concerning the revenues, pfo-ject cost/ project coS.t, profits 
or operating costs of a Tom 'N Toms Goffe.ehouse operated by the Franchisor 
or its: Franchisees tha't is- contrary to the info-rmatioh, contained in the; 
FDD?

Yes No

1,1, Has arty employee or sales agent 0:f Franchisor made a.ny statement 
or promise: regarding the :amourtt of money you may earn in operating, the 
franchised businesfs that is contrary to the informati.o.n contained in the: 
FDD?

No
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12;., .Has any employee' p-r sales agent ot EranGM.sbr made' any statement 
or promise cdncerning tlie total amount of revenue the Tom' N Tpms 
Coffeehouse will generate- that is. epntrary to the info-rmati-dn .contained 
in the FDD?

Yes No

.13'. Has' any emplo.'yee or sales agent, of Franchispr made any statement 
or promise regarding the costs you. may incur in operating the Tom N Toms 
Coffeehouse that is contrary to. or different from, the information 
containe’d in the FDD?

Yes NO.

14. Ha's any empi.Oyee or sales agent of Franchisor made any statement 
or promi.s.e concerning the likelihood of successi that you should or might 
expect to achieve from operating a Tom N Toms Coffeehousel

Yes No

15.. Has- any employee Or sales agent, of Frahchi.s.or .made any statement, 
promise or agreeifient concerning the advertising, .marketing', training-, 
support service or assistance that the-, Franchisor will furnish to you 
that .is Contrary to,- or different from, the info.rmati.oh. Contained in the 
FDD?

Yes No.

1.6. Have you entered into any .binding agreement with FranchisOf 
concerning the purchase of this franchis.e prior to. today?

Yes No

17'. Have you paid any money to Franchisor concerning the purchase of 
this f-ranchise prior to today?

Yes No

If you. have answered. Yes to any one- of questions 1.0-17, please provide a 
full explanation, of each Yes answer in the: fo.llo.wing blank lines.
(Attach additional 'pages, if nece:ssa:ry, and refer to them below.) If 

;yo,u .have answered No to .each of qu'e-stions 1.0-17, please leave the 
following, lines' blank:..
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I signed the Fran'cMse Agreemeht and. Addenda (if any') on 
20^, and a.G^lchowledge. that no Agreement or Addendum is effeGtiv.e until
Signed' and dated by the EranGhisor..

Please 'Under-stahd that your responses to these questions are import'aht to 
US and, that we will rely on them. By signing this' Qu'estionhaire,, you are- 
representing' that you have responded truthfully to the above questions;.

eran.chi.see' applicant DATE :
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TOM ,N TOMS franchise , LLC 

AREA DEVELOPMENT AGREEMENT

THIS AHEA DEVELOPMENT AGREEMENT ("Agreement") is made and entered
in,to 'the day ©f between Tom N.
Toms Franchise, LLC^ a 'Calif.ornia corporation whose, principal addre'ss 
is 3'4'35 Wilshire Blvd.,> Suite ,2.O'-90, LOs Angeles,, CA 900,10
{"Franchisor"), and _________________________________ whose principal
addres,s 1 is

'("Area Develo.per") .

WITH E SET H:

WHEREAS,, Franchisor is engaged in the business of operating and 
Sranchiaing a specialty coffeehouse, known as "Tom, N Toms" (,"Tom N Toms 
C,off,ee'ho,use" or "eoffeehduse") ; and

WHEREAS, .Frahehisor has developed', a business plan and method in 
connection with the operation of Tom N Toms Coffeeho’.uses featuring a 
speciali,Z'edi menu; .featuring premium coffee, products and complementa'r.Y 
food, and beverages ("Menu, Items") and provide: carry-out and on-
premises dining services Utilizing' certain distinguishing 
ehara,Gteris,t'ics include distinctive exterior and .interior design, 
decor,, color scheme .and furnishings.; uniform standards, 'specifications 
and procedures for operations?; quality and uniformi.ty of products and 
services offered; procedures for '.management and inventory control; 
training and assistance; and advertising and promotional programs, 
'('"'System'':),;’ all of which may be changed',, improved, and further 
developed from time- to. time by FtanchiSor'; and

WHEREAS,, the dis'tinguishing characteristics: of the System
include, but are :not limited to:, the name and mark "Tom -N Toms" or 
"Tom N Tom'S G.offee" (.the "Mark"j, uniform' forma.ts, designs,, systems, 
methods-, specifi.Cations', sfandards and- procedures,, all, of which may be 
improved,, further developed or Oitherwise modified from time; to time by 
Franchisor'; and

WHEREAS'.; the reputation and goodwill with the public;, with respect 
to the quality d:.f products and s.ervice.s aya'ilable at foiri N Toms 
C’of feehOUseS have been and continue to be of ma-.jQr benefit to 
Ffanchisor and, its franchisees,; ,and

whereas. Area Devel.op.er .recognizes the benefits to, be deriye.d, 
from being identified with and being an area .developer of Franchisor 
and being able to utilize the System and the Marks, which .Franchisor 
makes availabl.e to ,i,ts Area Developers.; and
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W^REAS, Acea Developer, wishes to obtain certain development 
rights to open and operate Coffeehouses operating under the -Marks 
under the S.ystem within the territory desGribed in thfs .Area 
Oewelppment Agreement.

NOW,, THEREFORE,, the: parties. In consid'erati.on of the undertakings 
and commitments, of eaeh party to the other party set. forth herein., 
hereby agree as -follp.ws-,:

SECTION I 
GRANT

1.1, .Franchisor hereby grants to Area Developer^ pursuant to the 
terms and Conditions of this Area development Agreement, certain 
develo.pment rights {'"Development Rights"} to establish and operate
______  (. ) franchised Caffeehouses,, and to. use the System solely in
cdnnecti.on therewith, at specific locations' to be designated in 
separate 'Eranchise. Agreements e-x-eeuted as provided in Section 3..1 
,her.eo:f,. and pur-suant to the. schedule set forth in Exhibit '-A"- of this 
Agreement ('"Minimum Performance Sche.dUi-e'nEach 'Goffeehouse 
developed hereunder shall be located in the area described in Exhibit 
"B" of this Agreement (:'}Development Area")

1„. 2 Each Coffeehouse for. which an. Area Development Right is 
.granted hereunder shall .be established and operated pursuant bo a 
'Franchise Agreemeht tP be entered into between Area Devel.ope-r and 
Franchisor in .acco-rdance with Sec.tlon 3.1 hereGf.

1.3 Except as otherwise provided in this Agreement, Franehi.spr 
shall not e.stablish,. nor franchise anyone other than Area Developer to 
es..babli.sh, a Goffeehousei in the pevelopmeht Area during the term of 
this Agreement, provided Area Developer is not in default hereunder.

1.4, (This Agreement is not a Frahchise Agreemen.t :and does not 
grant to Area Developer any right to use the Marks or System...

1,5 Area Developer' shall have no. right .unbe'r this Agreement to 
franchise, or license, others under the 'Marks or. System.

SECTION II 
DEVELOPMENT FEE

In consideration of the 'development, rights', granted herein. Area 
Developer shall pay to Franchisor a Development Fee of' .Twenty Tho.usand 
Dollars ($;26,, 000:. 00} for the first Cof feehduse plus Ten Thousand 
Dollars (,!$X0,,, 000 ..GO) for each additiohal Coffeehouse: to be developed..

The peve.lopmeh.t Fee, shall be full.y earned by iFranchlsor upon 
execution of this Agreement,, and shall be for adminisitrative and other 
expenses: incurred by Franchisor and for the development. ppportU'nitie.s
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lo’st dr deferred ,as a result of dhe Development Rights granted Area 
Developer herein.

SECTION III
SGHEDOliE AND ;mANNER FOR EXERCISING DEVELOPMENT RIGHTS

3.1 in the event Area Developer finds a location for a
COffeehousej, then in such event., Area Developet shall, submit to 
Franchisor for its evaluation and, approval, in the form specifi,ed by 
Franchisor,, a d’e'ser'ipti.oh of' the si.te, the terms of the leas.e or 
purchase, and such Other information and materials; as Frahchisor may 
reasoha'bly require. .Franchisor shall hav.e fifteen (1,5) business days 
after re.ceipt of such informa.tion and materials from Area FevelOper to 
approve or disapprove, the' site in i,ts sole' discretion,. In the event 
Franchisor does not disapprove the site by submitting written notice 
to. Area Developer within fifteen (i,5) days., such, site will be, deemed' 
approved by Franchisor. The Area Developer will then be presented
With the then-cur rent Franchise Agreement for execution,.

3.2 Recognizing that time is of the essence.. Area Developer 
agrees to exercise each of the Development Rights granted hereunder in 
the manner specified herein,-, and to- satisfy the Minimum Performance 
Schedule, in .a timely manner. Failure; .by Area Developer to; adhere to 
the Hlnimum Performance Fchedul.e shall constitnte a default under ttis 
Agreement as provided in Section 9,.l hereof.

3.3 Area Developer shail exercise each Area Development Right 
granted herein ohl-.y by executing a Franchise Agreement fo'.r each 
Coffeehouse at a site approved by Ffanchisor in the 'Development Area 
as hereinafter provided' w.i.thih ten (IG') days a'ftet receipt of said 
Franchise Agreement from Eranchiaor for the approved .site and' return 
s.ame to Franchisor fo.r its execution. The Franchise. Agreement .for the. 
first Area Development, Right exercised hereunder shall be the then- 
current form, of Franchise Agreement,, The, Franchise Agreement for each 
additional Area Development Right exercised 'he-feunder shall be the 
then-current Franchi.se Agreement., except that the. Royalty .and. 
Advertising Fees shall not increase and shall be the same as; .set forth 
in the first Franchise Agreement, executed, subject to any non-material 
changes therein which are required to be- made by .changes in any 
■applicable law, regulation or .ordinance in effect from time to time,. 
In the event Franchisor does not receive, the properly executed 
'Franchise' Agreement with the appropriate number of copies within said 
ten (1,0.) days .from delivery th.ereof to. Area Developer, Franehisor 
approval of the site shall be void and Area Developer shall have no. 
rights with respect to said site. The .Initial Franchi.se Fees, to be 
paid by Area Developer, shall, be, Twenty Thousand Dollars, (;$2.0,.00'0.0,0) 
for the first Coffeehouse and Ten ThouS'and Dollars ($10,000.00;) for 
•each of the total remaining Goffeehouses to bo developed under this 
Agreement, which shall total the Development Fee tO .be paid by Area 
De.velOper. The Initial. Eranehise Fee for the first Coffeehous.e has 
been paid in full in the Development Fee; the balance of the Thitial
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.Franchise Fee fo.r ea;ch. additional Coff-e.ehouse: tO; be. developed shall be 
paid ,by Area, Developer on the earlier of (;i): the da,be a lease or 
purehase. agreement for the Gbffeehouse is executed or (li) .ninety (90J 
days prior to the. scheduled opening date for said ;C6f fe.ehd.use,;, 
whichever date is earlier.

3.,4 .Area Developer a.P'khowledges that ,the approval of a 
particular site for a, Coffeehouse ,by Franchisor shall not .be deemed to 
;be an assurahee or guaranty that the eo.ffeehouse Will, operate 
sU’Gcessfully or at, a profit from such site.

.3.5 Area Devel.o.per shall ,be required' to execute each Franchise 
Agreement for each Co.ffeeho.use to be o.pened. pursuant to said Franchise 
Agreem_ent. In no event shall Area, Developer relinquish control oyer 
each entity operating each Coffeehouse.

SECTION IV
DEVELOPMENT .RIGHTS: AND OBLIGATIONS

4.1 Subject to; the .proyislohs of this Agreement, Franchisor 
grants to Area Develo.pe.r the right to develop Coffeehouses within the 
Development Area ("Oevelqpment Rights")-.

4.2 Frovided, Area, beveloper is: in full compliance wi.th all the 
terms and conditions of this. Agreement, including without limitation 
Area Developer-'s development obligations described in Section 3.2, and 
Area Developer is in full compliance .with all of i.ts Obligations under 
all franchise agreements execu.ted p.ursuant to this Agreement, then 
during the term of this Agreement .neither Franchisor nor any o.f its 
affiliates will develop or operate of grant, franchises for the 
development or o.peration of Coffeehouses wi.thin the Development Area, 
■except the franchises, that are g-rant.ed to Area, Developer pursuant to 
this Agreement and except as otherwise expressly provided .In this 
Agreement.

■4.. 3 Upon the termination, or expiration of this' Agreement, 
Franchisor and its affiliates shall have the right to devel.op and 
operate,-, and to- grant to others deyelopm.ent rights and franchises to 
develop and operate.. Coffeehouses' within the Development Area subject 
only to the- territorial rights granted to- Ar,ea, Developer with respect 
to Coff.eehouses operated by Area Developer pursuant, to. the Franchise 
.Agreements., ,£f applicable i

4.-4 Except as expressly limited by ■ 'Section 3.2 above, 
F-r.an.chisor and its af,filiates retain, all rights with res.pect toi 
Coffeehouses, the Marks and the sale of any goods and services, 
anywhere in the world., in.cluding, without limitation,, the ri.g-hp,;:

■4.4.1-to producef,, offer and sell and to grant others the 
right to produce, offer 'and s'.ell the: products and., any other goods and 
aeryiees through similar of dissimilar Ghannei.s of di.s.tribUtion both
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within and outside the Peveiopmeht. Area under trade and serviGe ,mar'lcs 
other than the Marks andi under any terms and conditions Franchisor 
deems appropriate;

4.4..2 to produce., of;fer and sell and grant other's the fight 
to produce,, Offer and sell the. products and any other goods and 
services through dissimilar' channel's o'f distribution (other than 
■through, a retail co'ff.'eehouse)' both within and outside the Developmeht 
Area, under the. Marks and undef any terms’ and .conditions Ffahchisor 
deems' 'app‘ropr,iate; and

4.4.3 to. operate and to grarit others the right to operate 
C'offeehous'es located outside’ the .Pevelopmertt Area under any terms and 
conditions, Frahehls.or deems appropriate and ■regardless of proximity to 
a Colfeeho.use: or Pevelopment Area.

.SECTION V
renewal

This Agreement shall not be subject, to renewal,.

SECTION VI 
TERM

Unless sooner terminated .in aceOfdanee with, the terms, of this 
Agreement, the term o'f this Agreement, and all Developmeht Rights 
.granted he’reunder shall expire on the. date the. last, Co.ffeehouse is 
opened pursuant .to the Minimum 'Perform'anee Schedule set, forth in 
Exhibit "A"'.

SECTION VII
OBLIGATIONS OF AREA DEVELOPER

7.1 Area Develope’r acknowledges and agrees' that:

7 ..1.1 Except as ’Otherwise provided hereih, this Agreement 
include’S only the right to select sites' .for the establishment of 
CO'f.feehOuses and to submi.t the same to Frahchisor for .i,ts approval ,in 
accordance with the. 'term's' of this Agreement,. This' Agreement does not 
include the grant of a license by Franchisor to Area, Developer o.f any 
rights, to use. the Marks > the System^, or tO' open, or operate any 
Co'ffeehou.ses within the Development A'lea.,. Area Developer shall obtain 
the license to use such, additidrial rights at each .coffeehouse .upon, the 
execution, of each Franchise Agreement by both Area Developer and 
Franchisor and only in accordance, with the terms, of each Franchise; 
Agreement,

7,. 1.2, The Development Rights ,gr,anted hereunder are personal, 
to Area Developer and cannot be sold, asisigned,- transferred or
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encumbered, in whole or in part, except: set forth in Section Xl
hereof.

7.1.3 Except as provided in Sections; 7.1.1 and 7.1.2 hereof,, 
the Development. Rights graHted hereunder are hon.-exclusive, and 
Franchisor retains the tight,, in its, sole discreti.on:,

(a,); To' continue tO' cons'truct and, operate: other
Co.'f fee houses a'nd bo, use the .System and the Marks at .any loeation 
Ou.bs.idte the Development ftre:a, and to license, others to do so.

(b) To develop, use and franchise the rights to any 
trade names,, trademarks, service marks, trade symbols., emblems, signs, 
slogans, insignia, or copyrights not designated by Franchisor as Marks 
for use with, diffe-rent franchise systems for the sale of the different, 
■products or servi.ces not in connection with .the- System at any 
location, on such, terms and conditions as: FranehiS.or may deem
advisable and without gran,ting Area Developer any rights there;in.

,(C:.) T.o develop, mterchandise, sell and license others 
to ’sell any of Franchisor's products, proprietary or otherwise., 
presently existing or to be developed in the future, bo, the public 
.thro.ugh supermarkets, groceries and other. non-Goffeehouse outsi.de. of 
.the D.e,velopment Area and to. use; the Marks in connection therew.ith.

.(d) To promote or conduct special events within the- 
Development Area, provided,, however, that the opportunity to conduct 
each special event shall first be offered to Area Developer in 
:accp.rdance with the terms, of any valid- a.nd effec.tive Franchise 
Agreement.

7.,1.4Area Developer ha's sole .responsibility .for the
pe-rfo.rmance of all obligations arising out o.f‘ the o,perati:o'n of his
business pursuant to- thi:s Agrteement., including, but nob limited to,, 
the payment when due of any and all taxes levied or' ass.essed by reason 
of such operation..

'7.1.,5 In all. public recpr-ds, in its relationship with other 
persons, a'nh In any documents.. Area Developer shall indicate clteariy 
the independent ownership' of Area Developer's business and tha.t the 
pperatidns of said business, are se'pafat.e and distinct from the 
opera.tion of Franchisor's busines.s-.

7i,f. 6Area Develope.r shall a.t all times, preserve .in
confidence any and all materials and information furnished or 
disclosed to. Area, Developer by Franchisor, and A-rtea Develo.per shall
disclose such ihfo.rma.tion or materials only to such of the Area 
Developer's emplo.yees, -or age'n.ts who must have access to it in 
cohnecbloh, with their employment,,. Area. Developer shall not .at any 
tim.te, without 'Ffanchisof' s prior written consent,, cPpy, duplicate, 
record or otherwise reproduce Such materials or information, in whole-
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or- in pa>rt-, nor otherwise make the. same available to any unauthorized, 
person...

7'.. 17 ^rea. De.veloper shall comply’ with all requirement's of 
fe.d,erai/, state and local laws, .rules and regulations...

7.1.,'8 Area Developer shall at no time' have the right to sub,- 
fr.anchise any ot its .‘Development Rights .hereunder..

SECTION VIII 
SERVICES OF FRi^CHISOR

Franchisor shall., at its e.xpense, proyide: the; f.ollowing services-

'8.1 Review Area Develop.e.r's site selec.tioH .for conformity to 
E.ranchisor .standards and cri.teria fo'r’ selection and acquisition of 
sites upon Franchisor's, receipt .of Area Developer's' written req;ue,st 
for approval thereof.

8 ...2 Provide Area Developer with standard specifications and 
layouts; for the layout, inte’-rior and exterior design., iraprovemehts, 
equipment, furnishings-,. decor and signs identified With the: 
COff.eehouSe:s as Franchisor makes available to all area developers: and 
franchisees from, time to, time.

8.3 ;Rev,iew Area Developer's, sl-te plan, and final b,utld-'out plans 
and .specifiGations for conformity to the construction standards and. 
specifications of the System, upon Franchisor's receipt of Area 
Developer's wri.tben request for approval thereof.

■8.4 GOnduct such on-site eyalua,tioh as. Franchisor may,, in ,.fts 
.sole discretion,, deem adyis‘’able -as. part of its, eyaluati-on of Area 
Developer's request fO-f si.te :appro.val,, provided however, that 
'Franchisor shall not b.e required to provide s.uc'h on-site, evaluation 
for any proposed site: prior to Fm-nehis:©! receipt of a .description -of 
such proposed site a-nd -other, .information and ev.ld'enee Satis factor y to 
Eranehi'sor. If deemed appropriate and if the site requires
Inspection, Franchis.o.r m'ay conduct an on-site inspection.

8.5 Provide s.uch other resources and assistance. as may
hereafter be developed and offered by Franchisor to its other area 
developers.

SECTION IX
DEFAULT AND TERMINATION

9.1 The occurrence of any of the following events of default 
shall cpnstitwte good cause for Franchisor, at. .i,ts option and without 
■prejudice to any other rights or re.medies provided for hereunder or. by 
law or equi.ty, to terminate this Agreement,:
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9.1. ll:f Area Developer sltail., in any respect., fail to meet 
the. Minimum .Perfiormance Schedule.

9 ..1.2, If Area pe.veloper shall use the System or Marks], or 
ahy other' names,. marks, systems., insignia., symbols or rights which are 
the property of Eranehisor. except pursuant to,, and in accordance with, 
a' valid and elfective Franchise Agreement.

9.1.. 3 If Area Developer, or persons controlling., controiled 
by or under common control with Area Developer, shall have any 
Interest, direct or indirect? in the ownership or o.pera.tio.n of any 
store engaged in the .sale of products similar to those, permitted to be 
sol.d. by Area Developer within the. Development Area or in any 
coffeehouse which looks' li,ke, copies or imitates the 'Coffeehouse' or, 
operates in a. .manner' tending to have: such effect other than pursuant 
tc a valid and effective ;Franchlse Agreement,

9.1.4 If Area Deveibp.et shall .fall to. remit to Franchisor 
any pa.yments due. un.der this. Agreement,.

9.1.5 If Area Developer shall begin work upon any
Coffeehouse at any site unless all the conditions se.t forth .in Section 
I'll' hereof have been, ;met..

9.1.6 If .Area Developer shall purport to effect any
assignment other than in aeeordanee; with Section XI, hereof.

9.1.7 Except as. provided in. Section XI hereof, if Area
Developer attempts to sell, a's.Sign, transfer or encumber this
Agreement without Franchisor's prior written approval,

9, l .S .If Area Developer makes,, or has made., any material 
misrepresentation tO' franchisor in Conhecfion wi.th. obtaining this A.fea 
Development. Agreement,, any S.it.e approval hereunde.r, or .any Franchise 
Agreement•

:9.1...9l,f Area peveloper fails to obtain .Franohisor-'s prio.r 
written a'pprova.l Or cpnSeht, including but not limite.d, to site 
approval or site plan approval, as expressly required by this
Agreement, i

9.1.10 I'f Area Developer defaults in the performance of 
any other obiiga.ti.on under this Agreement.

9.. 1... 11 If Area Developer defaults .in the performance of 
any obligatipn under any Franchise .Agreement .with Franchisor, provided 
such d'efault results in the. terminafion of the Franchise Agreement,.

9.1.1'2 If Area, De.veloper suffers a violation of any law., 
ordinance, rule or regulation of a governmeh.tal agency in connection 
with the operation .of 'the Coffeehouse, and, permits the same to go
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uncdrr.eeted after notification' thereof, unless there is a. bona fide 
.dispute as, bo the; violation or legality of such law, ordinance.^ rule 
or regulation, and Area ’Developer promptly resorts, to courts or fordms 
of appropriate jurisdiction to: contest such violation or le,galiby-i

9;1.13 If Area Developer or a shareholder of .Area
D.e.veloper 'owning twen'ty-five' percent- (.25%,,) or more of Area Developer's 
voting stock is convicted' in a court of competent jiurisdictiOh Of an 
indictable offense punishable by a term of imprisohment in excess of 
one (i;,) year.

9.1.,. 14 If Area D.evelo.per, or any person e.Ohtrolling,
co.ntroll.ed by or under common control with .Area Developer,- shall 
become: insolven.t by' reason Of inabili,,.ty' tp pay their debts as' they 
mature-; shall be a.dj:udlieaited a bankrupt,; shall file or have filed 
against any of them a peti.tion in bankruptcy, reorgani,za.tioh o-f 
similar proceeding under the' bankruptcy .la,ws of the 'United, States.;' or 
if a receiver, permanent or temporary, cf the business-, assets or 
property of Area Develo.pef or, any such person, or any .part thereof,- is 
appoih'ted by a co.uft of competent authority;' ,or, if Area Deve-io,pe,f or 
any such perscn requests, the appointment .df a receiver or makes a 
general ass'i-gnment for the benefit .o.f .creditors or if: a final, judgment, 
against Area Developer or any such person in the amount of T.eh. 
Thousand Dollars ($1.0, OOU) or more- remains unsatisfied or recorded for 
sixty (.6’-P) days or longer; or' if: the bank aceduhts,., pro,per ty or
receivableSi of Area Developer or any such person are attached and such 
attachment proceedihgs are hot, dismissed 'within, a sixty (60} day 
-period;' or if exeeutl.o.n is levied a'.gainst the business or property of 
Area, Developer or suit to foreelo'se any lien or :mortgag,e .against any 
of the Coffeehouses, the premise.S there.of or equipment thereon is 
.instituted ahd, nob dismis-se.d withi-n. thirty ( 3'0) da.ys.

9.2 Upon occurrence Of any' of 'the events set forth in Section. 
'9.1, Ffanchi-sor may, without prejudice to any -o-ther rights or remedi,es 
contained .in this Agreemen.t or provided by -law' or equity,, terminate 
thi.s Agreement. Such termination 'Shall be e.ff'ective thirty (,.30,) days 
after wri.tten notice (or s-uc.h .other notice' as may be required -by 
•applicable state law) is given by .Franchisor -to Area Developer of any 
of the- -events set .forth in this Section. IX, if S;ueh defaults are not 
cured within such period-. However, be-rmi-nation shall be- effective 
immediately, without notice- and without, the. neces'sity of fuftlief 
action by Franchisor, upon, occurrence of any -of the events specified 
in -this Section IX,> except, -where -prohibited by any applicable sta.te or 
federal law-, 'whereupon this Agreement, 'Shall be terminated in
accordance w.i.th the pr-ovisi,ons o:f an.y such law..
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SECTION X
DEVELOPER'S OBLIGATIONS FOLLOWING TERMINATION

10.1 Upon ter-minati'on of this Agreemen't becoming effective' for 
any reason, or npon expiration, of the term hereof, Area .Developer 
agrees as follows;

10.1.1 To cease immediately any attempts to select sites
on which to -establish Goffeehouses.

10.1..2 To ce'ase immediately to hold itself out in any­
way as an Area Developer of Franchisor -or to- -do ahything which would 
indicat.e -a- -relationship between it and Franchisor'-.

1.0. 2 Termination of this .Agreement shall not affect the rights 
-of. Area Developer to pperate Goffeehouses in accor-dance w.ith the terms 
of any Fran'chi.se Agreement with iFranchiso-r, executed prior to the 
termination, -of this Agreement., until and unless such Franchise 
-Agreement-, o.r -any of them, are terminated in accordance with -their 
terms-,, renewed or. expired,.,

10.. 3 NO right or remedy herein -conferred upon or reserved to. 
Franchisor is- exclusive of any other- right or femed-y -provided or 
permitted by law or in equity.

SECTION XI
TWmSFER OF INTEREST

I, 1.1 This Agreement is personal to Area Developer, and -Area,
.Developer shall neither s.ell, assign^ transfer nor encumber this
Agreement, the Developmeht Rights-,, on' any other interest hereunder, 
nor suffer o-r permit any su'Q.h, assi.grime-nt, transfer -or ,enc-umbran.ce> ,to 
occur directly,, ind-ireotly or contingently by agreement or ,b.y 
operation of la.w without the prior .written Consent of Franchi'sOr.
Area Deyei-oper understands that this .Agreement may no.t be pledged,, 
mo-rtga-ged, hypothecated, given as Security for -an obligation or in any 
manner encumbered. The^ as-signment or transfer of any interest,- except 
in 'accordance with this: P-aragraph shall constitute; a material br.ea.ch 
of this Agreement.

II. 2' In the event that Area Developer is a corporation o-r.
desires t’O -Conduct busines,s. in a, -corporate capacity, said corporation 
or assighment. to; a corporation must -receive the prior written approval 
o,-f Eranchi'sor and Area Developer ,a-g,rees ,to compi.y with the. provisions; 
hereinafter speeifled, including without limftatdo.n, restrictions on 
the number of shaf'eholders of the -Gorporation or asisignee cor,pora,tion 
and, where .appropriate, in- Franchisor's discretion, personal guarantees 
by any shareholder having at- 'least. 51 ownership interest, in such 
corporation of all, of the obligations of said corporation or assignee 
■corporation, to ■F.fan-chi.sor and other parties -designated- by FranehisOr.. 
The cOr.porati.on or assignee: corporation shall not engage- in .any
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business aGlivities. o.th'er than, those directly re.lated to the, o.peration 
of the- Coffeehouse (a )■ pursuant to the terms and conditions^ o;f the 
Franchise Agreements,' with Franchisor, and all assets related to the 
operation of the G,of,feehouse.i;s,) shall be held b.y the .corporation, or' 
assignee 'Corporation.. There shall be no transfer fee; 'Charged, by 
Franchisor if such assignment, to a' corporat-ioh is made within, ninety 
(9.0) days, after the e'Xecution of this Agreement,.

The references in Sectidns 11..2, 11 .,3 and, 11.4 herein to
"Corporation," "assignee corporation," "stock'," '-'by-laws," 
'\sharehQlders>" 'etc., shall be deemed to; incl.ude and permit similar 
transfers to other business entiti.es such as a .limited liability 
compan.y., limited partnership o<f 'business: trust, as applicable, in
which case, the .language of. such entity shall be understood i(e,.g. in 
the: case of, a limite.d liability company ("LLC" or "Company,"
"members,," '"■.membership interests," "'Operating, agre.emeht, " etc.),,
unless the cont.ext. would, not so permit such s.ubstituti.on.

,11.'3 If Area Developer is a co-r-poration or, if Area, Developer's 
rights hereunder are assigned to a co-rporation,, the. Area Developer, or 
those individuals disclosed 'On Exhibit "B" attached hereto, shall be 
the le.gal and beneficial, owner of a-nd shall a'.ct :as: such Gorporation's 
principal officer,. The assignment to a corporaitioh Will not. relieve 
Area Developer of personal liability to Franchisor for performane.e of 
any of the obligations under this Agreement.,, Any- subsequent transfer 
of voting rights, of the; stock of the corporation or assignee 
corporation,, and. any transfer or issuance: of sha'res of the corporati.on 
,or assignee corporation shall be subject to Franchisor prior W'rit.ten 
approval..- Franchisor agrees that, it Will not unreasonably restrict 
the iss:uance Or transfer of .shares, of stock, provided that Area 
Developer complies, with, the provis.ions .of this Section XT, .and 
provided, that in no event shall any share- of Stock of such corporation 
or assignee corporation be sold, transferred or assigned to a busines's 
competitor Of 'Franchisor. The. articles of incorporation, and by-law.s. 
of the corporation, or assi.gnee corporat-ion shall reflect that -the 
i'ssuahee and .transfer of shares, ,of stock .are, restricted, and all, stock 
ce'ftifi,cates shall bear' the, following legend,- whi.c.h S'hall be .printed 
legibly and conspicuously on each sto.ck certificate:'

"The transfer of this stock is subject to the 
terms and conditions of an Area Development 
Agreement with Franchisor, dated.
Reference is made to said Area Deyelopment 
Agreement and related Franchise Agreements and to 
restrictive provisions of the charter and by-laws 
of this corporation."

1.1.4, The corporation o-r a'S.signee corpofation's corporate records 
shall indicate that a stop transfer order shall be in effect against 
the transfer of any stock,, except for transfers permitted by this, 
.Section XI. In additi.on, to- the foreg.oing, the stpak o-f such
Gorporation or assignee corpora,tioh shall, not be publicly sold or
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traded' without, the prior expre.ss' written consent- of F.ranchisor, which 
shall be g,i-yen. at the sole discretion of' Eranchisor. In -the- event 
that Franchisor approves a p.ublic offering of Area Developer, Area
Developer shall, present the o-ffer'ihg circular or pro.s-pectu's to
Franchisor for ,its review within a, reasonable timej prior to- such, 
offering' becoming effective. In -no e,vent shall Area Developer offer 
its s:.eeuriti,es'- by use of, the name "Tom N' Toms" or any name- deceptively 
-similar thefe-to, ho.wever,- Area Devel-Oper may make appropriate 
referenGe- to the, fact the -Area Developer has a; -Development Agreement 
with Franchisor; nor shall Area 'Developer re'lin.quish, control of the 
new, public company. Area Developer ap.fees ,to- indemnify and hold 
Franchisor harmless ,from and against any claims, suite, actions or
ot'he'rwise which .arise out o-f or from -such, public o.ffering.,

I, 1 .,5 In the event of the death, disability or permanent
incapacity of Area Develpper, Franchisor shall consent to the transfer' 
of all of the interest -of Area :Dev,el,oper to Area Developer's s-pouse, 
h.elrs or relatives, -by blood or marriage,- of if this Agreemeht was 
Gfiginally .executed by' more than one party, then, to the- remaining' 
party who originally executed, this Agreement,, whether such transfer is 
made by Area Developer's Las-t Will and Testament or by operation -of
law. In the -event that Area Developer's heirs do not obtain the 
consent of Ffanehisor as pfes.cfibed herein, the personal 
representative of Area Developer shall -have- a reasonable time to 
dispo.se of Area Developer's interest hereunder, which dispos,i-ti.on 
shall be subject to all .the. terms and cohdi.tions for tfanSfers under 
this Agreement-.

II. 6' Area Developer ,ha-s represented to Era-nchisor, that, he' is 
entering .into, this Area Development Agreement with the' intention of 
complying with its terms and conditions; and not for' the purpose of 
resale of the- Development 'Rights hereunder. Therefore-, .Area Developer 
agrees that, any attempt tP .assign this Agreement.^ without Franchisor's 
prior written approval except pursuant to Sections 11.2 and 11.3 
hereof, shall be deemed to be ah e-veht of default,

11.-7 If Area .DeyelOper receives from, a third person and desires; 
to accept a bona fide written offer to purchase its business,. 
Development Rights and inter-e'Sts, Franchisor Shall have the optiph., 
exercisable within thirty (3>,Q) days after receipt of written notice 
setting forth the name and address of the, prospective pUfchaser, the 
price and -terms o-f such offer, and a copy of such -offer a-nd the other 
information, set forth in this .Section 11.7, to pUrcha'se s.uch business., 
De-velopmeht R’igh-ts and interests’,, including Area Developer's, right, to 
de-veiop sites within the .Development Area, on. the same term's and 
conditions as 0,ffe;red' by said third part,y; In order' that Franchisor 
may have information suffici.ent- to enable it to determine, whether to 
exercise its op-tion-, .Fr'anchisor may req-uire Area Developer to deliver, 
to Franchisor certified' financial statements- -as of the end of Area 
Developer's most recent fiscal year and such- other information about 
the bu'siness and opera.tio'ns of Area De-yeloper as Franchisor may 
.request.. If Fra'nchisbf -declines-,,, or- do.es not. accept the offer in
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writing within thirty (30;) days,. Area Developer may, within thirty 
(3fQ) days from the expiration of the. option pe’riod, sell, assign and 
transfer itS' business, .Development iRights and irtterest to said third 
party, provided 'Ffanehisor has, consente.d to such transfer as' required 
by this Section XI; Any material change in the terms b,i the offer 
prior to closing of the sale to such third party shall constitute a 
new offer,- subject to^ the same rights of first refusal by Franchisor 
or its: nominee., as in the case of an initial offer. Failure by 
Franehisor bo exercise the option afforded by this Section 11.7 shall 
not constitute a waiver of any other provision of this Agreement, 
including all of the requirements of this. Section with respect to the. 
■proposed trShsf,er,.

11 ..'S Area. Developer' acknowledges and ag.fee.s that the
.restrictions; on translet imposed herein are reasonable and are 
necessary to protect the Development Rights., and the System, and the 
flafks, as well as Franchisor reputation and image, a'nd, are for the 
prbte.ction of Franchis:o'f, Area Developer and other Area Developers. 
Any assignment Or transf'er permitted by this Section XI shall not ,be 
effective, until Franchisor receives a compl.etely executed 'Copy of all 
transfer documents, and EranChisor cons.en.ts in writing thereto^.

to
11.9 Franchisor agrees not to unreasonably withhold its con'sent 

a sale> assignment or transfer by Area Developer hereunder.
Co.nsent to such trans.fer otherwise permitted or permiasihle as 
r.e.asonable' may be refused unless,;

I, 1.9.1 All obligations o.f the Area Developer created, by
this Agreement, all other fr.an.ehise do.cuments, including ;all Franchise 
Agreements, and the reiationship created .hereundet are assumed b,y the 
transferee..

II. 9.2' All, ascertained or .liquidated debts of Area 
Developer to Franchisor or its, affiliated or .subsidiary corporations 
are paid,..

11.9.3, Area Developer is not i.n default hereunder.

11.9.4 Franchisor is reasonably satisfied that the 
transferee meets, all of the reguir.ement.s. of .Franchisot for new area 
developers;,- including but not limited to.,,. gOod, reputation and 
charaeter, business acumen, :opera.tionai ability', management shills., 
financial strength and other busine.ss considerations.

11.9'. 5 Transferee executes: or, in appropriate
circumstances, causes all necessary parties to execute, Frahchisor's 
s,ta.nd,ard form of Area Development: Agreement, Franchise; Agreements, for 
.all Coffeehouses open or under construC'tion here,under, and sugh other 
then.-current. anciilary agreements,, including personal guaran.-tiees,- 
being re.quired by Franchisor of hew area developers on the date of 
transfer.
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11.9..6 Axe.a Developer executes a general release .under 
seal, in a form satisfactory to Franchiisor, of any and all claims 
against Franchlsgr,, its officers,, directors,, employees' and principal 
stocfcholders of' any and all (Claims, and causes' of action that he ;may 
have against Franchisor or any subsidiary or affiliated corporations 
in. any way relating to this- .Agreement or the performance or non- 
performance thereof by ,Fridn.ehisof

11.9:. 7 Area. Developer or tfansferee pays to. Franchi.sGr a 
transfer fee in an amount egual to twenty-five percent (2'5’%) of the 
Development Fee paid by Area Develo.per to cover Fran.chisor''s 
reasonable costs in effecting the transfer and in pro.viding training 
and, other initial assistance to transferee..

11.10..Upon the death or mental incapacity of .any person with an 
interest of '.more than twenty-five .percent (.25.%:) ,in this Agreement or 
in Area D.evelop.er,. the executot; administrator or' personal
representative of such person sh'a.ll transfer his interest to a thii'^ 
party approved by' Franchtsbr within, twelve {',12), .months,. Such
transfers:, including, without limitation, trans.fers by devise or 
inheritance,, shall be subject to the same conditions as ,any inter 
vivos transfer. However, in. the case of transfer by deyis.e or
iriheritance, if the heirs, or beneficiaries of any s.uch person are 
unable: to meet the: conditions set forth in 'Seoti.On l.l.l hereof, the: 
personal repre:sentative of the deceased s'hall have a reasonable time., 
not to exce'ed tweive '(1.2) months, from the da,be .said personal
representative is .appointed, to- dispose of the deceased's interest in 
.Area Developer or in the Development '.Rights,, which disposition ishall 
be su'bj.ect to .all the termp and conditions for 'transfers’ ■cOntaihed in 
this. Agreement. It is understood and agreed., however, that,
.notwithstanding the .foregoing:, the Minimum Performance Schedule shall 
be complied with as though no. such death or mental in'eapaei.ty .had 
oc.Gurred,. In the event the interest described abo.ve is' not .di.sposed 
of within siuch timei, Frahchisor shall have the right to terminate’ this 
Agreement, provided such termination had not previously occurred for 
failure to perform pursuant to the. Minimum Perfo.rmance Schedule,, upon 
ninety (9:0). da.ys' notice to Area De,veloper' s. repr'esehtative,, or 
'FranehisOr shall have the right to re-pur.chase same at the same, price 
being sought, by’ .the' Area developer's representative.,.

11.11’F'rane'hisotis consent to a transfer -of any interest .in Area 
Developer or in the,’ 'Development, Rights pursuant to, this Section shall 
not cohstitute a waivet of any claims .it may have against the 
transferring party, nor shall it be deemed a waiver .of franchisor 
right to demand exae:t compliance with arty of the terms of this 
Agreement b'y the. transferee,.

11 i 12 Franchisor shall have the right, without the, heed for Area 
Developer's consent., to assign,, transfer or s.ell its rights under this 
Agreem.ert't to any person, partnership., corporation or other legal 
entity' pro.vided that the transferee agr.ees in wr.l.ting to assume all 
’Obligations; undertaken by Franchisor herein and Area Developer
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r.eceives ,a statement fnorn both Franchisor and Its transferee to that 
effect. Upon such, assignment and assumption, Franchiso.r shall b.e: 
under no farther obligation hereundef, except for accrued liabilities, 
if any.. Area Developer further agrees and affirms^ that Eranchlsor may' 
g:o ;p.ub,'l,ic,;. may engage in a private, placement ,of some or all of its 
securities; may merge, a.cguire other corporationsr, or be acqui.red by 
another corporation;' and/Or :may underta-ke; a refinancing,
recapitaiization, leveraged buyOut or other' economic or financial 
restructuring. Wi.th regard bo any of the, above^ sales,; asaignmertfes and 
dispositions. Area Developer expressly .and specifically Waives any
claims,, demand^ or damagesi arisihg from or related to the loss of 
FrahehiSor name.;, Marks (or any variation thereof) and System' a'nd/dr 
the loss of; assoeiatiOn With, or identificati.on of Franchisor, as 
Franchisor under this Agreement. Area Developer specifically waives- 
any and ail other claims,, demands or damages arising from or* related 
to the foregoing' merger,, acquisitl.dh and other business combination 
activities including, without limitation, any claim of divided
ioyalty, breach of fiduciary duty, fraud, breach of contract or breach 
ef the implied coyenaht of good faith and fair dealing,,

If Franchisor assigns its rights in this Agreement,, nothing
herein shall be deemed to require Franchisor to r.emain in the "Tom N 
Toms" business or to offer or sell any products or servic.es to Area 
Developer.

11.13 This .Agreement shall- inure to the benefit of Franchisor, 
its succe'ssdrs and assigns,, and Franchisor shall have the. right to
transfer or assign all or any part, of its interest herein to. any 
person or' legal entity, 'provided such transferee .agrees to: perform all 
of Franchisor .obligations, here.unde.r.

SECTION XII 
COVENANTS

12.1 -Area Developer, .specifically acknowledges that, pursuant to 
this .Agreement., Area Developer will, ,re:ceive valuable training and 
confidential information, inciuding, without limitation,, secret 
recipes, information fegarding the marketing methods and techniques of 
Franchisor' and the Sys.tem. Area Developer covenants that during the 
term of this Agreement, except- as Otherwise approved in writing by 
Franchiso’r', Area Developer and persons controlling-, controlled by or 
under common control with Area Developer, shall not, either directly 
or indirectly, for himself, o-r through,, on behalf of or' in conjunction 
with any person, persons or legal entity.

12.1.1 Divert or attempt to divert any business or
clien.t of the Fra.nGhi.sedi Business to compe'titor, by direct, or
indirect inducement -or otherwise;, or do or .perform, directly or 
indirectly, any other act in-jufious or prejudicial to the goodwill 
assoGi-ated with the -'Ma'r'kS ,ahd the System,.,,
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12;. 1.2 Emploiy or seek to employ any person who is at the
time employed by F.fanehisor or by any other frariGhi'see dr .Area 
Peve.l.Q.per of Franchisor, or otherwise -directly or indirectly induce or 
seek to induce such person to- leave his or her emplo.yment thereat.

12.1. ,3- Own, maintain, advise, help', invest in, .make,
loans to,, be emplo.yed by-, engage in or have any int.e.rest. in, any 
.coffeehouse or food service- husine.ss' other than the Franchised 
Buslnes-'s (including any btsines.s operated by Area Developer, prior to 
entry into this Agreement) .specializing, in whole or' in, part, in the 
Sale of the pro.pr.ietary products- -for on-premiSes and carry-out 
consumption and/or operating a. simila-r coffeehouse; concept selling the- 
proprietary products sold by Fra-nchi.sor or any of i.ts franchi.s;ees or 
'which .Area Developer ma'y be authori.zed to offer ,in connection, with the 
Franchised -Business.-

12.2: Area Developer covenants that, except as otherwise apprdved 
in writing by FranGhisor, Area ;Developer shall not,, for a continuous 
and uninterrupted period commencing upon the expiration or termination 
of this Agreement, and continuing fd-r two t.2) years thereafter (land, 
in case -of any violation of this covenant, for two- (2) years -aft-ef the 
violation ceases.,) , either directly or indirectly, for .himself or 
hepself, or through.y on behalf of or in, co.n.junction with any person., 
-persons, partne-rs-hip or cdrpora.tldn., own.-, maintain., advise, help, 
invest in, make loans t-d, ibe employed by,; engage in or have ahy 
■interest in, any business: other than, the Fra'Cchised Business
.sp.eGializingv in whole or in .part, in providing the S:aie of the 
proprietary beverage-/food i.tems for on-premise.'s and earry-o-ut 
consumption and/or operating a similar cof fee-hduse concept ’selling, 
t.hpse Menu Items sold :by Franchisor, l.ts franchisees -or any other type 
of service which Area ,'Develd.per, may be authori.zed to -offer in 
connection with, the Fra-nchised Business, which is' Ideated.:,

12.2.1 Within the. Deyelopment Are'a;- or

12.2.2 Within, a ..radius of ten (10) :mil.es of the location 
of arty CdffeehdU-.se; or

12.2.3 Within a. ra.dius: of ten (10) .mile's of the loca.tion 
of any other business using the System, whether franchised or owned by 
Franchisdr.

12.3 Subsections 1211.3 and 12'.. 2 of this Section shall not, apply 
to ownership bS A-rea. -Developer of less, than a five percent (:5’%) 
.beneficial interest in the .outstanding' eguity -se.cUrities of any 
-corpofatidn or other' entity Which is re.gl.stete.d under the- Securities 
Ex.change Act of 1934.

12,'4 'The p.aftie:s agree that each of the foregoing covenants 
shall be construed as independent of any other covenant or provision 
■of this Agreement. If all o,-f any portion of a, covenant in this 
Section XII, ,is: .held Urtrea.sonable or -unenforGe;able 'Py a court or agency
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having valid j,iirisdiction in any unap>pealed, final, 'deeision to which 
Franchisor is a party, Area, Developer expressly agrees to 'be bound ,by 
any lesser covenant subsumed within the terms of such covenant that 
imposes the maximum duty permitted by law., as if the resulting 
covenant were separately stated' in and made a part, of this Section 
:xi-i.

12 ..5 Area- 'De,veloper understands' and acknowledges' that Franchisor 
shall have the right> in, its sole discretion,,, bo reduce the scope of 
any covenant set forth in. Subsections 12,1 and 12..'2 or, any portion 
thereofr without Area Develo.per's cons.ent,, effective, immediately upon 
receipt by Area Developer of written notice thereof, and Area 
Developer agrees that it shall co.mply' forthwith with any covenant as 
so modified,, which sball be ‘fully enf O-f'ceal'ble notwithstanding the 
provisions' of Section X,VI hereof.

12.6 Area Developer expibssly agrees that the existence of any
Gla.im it may have against Franchisor> whether,, cr not. arising from^ this 
Agreement/ shall hot .constitute a defense! to the enforcement by 
Franchisor of the covenants in this Section XII..

12.7 Area Developer acknowledges that any failure 'to comply with,
the requirements o;f this. Section XII would cause Franchisor 
irreparable injury for, which nd .adequate remedy at law may be 
available.,, ,and Area Developer hereby accordingly' consents; to 
FranGhi.sor seeking injunctive relief prohibiting any conduct by- Area 
Developer in violation of the terms, of: this Section ,XI'I. Franchisor 
may 'further avail itself of any othe:r legal or e.quitable righ.ts and
remedies which it may haye under this Agreement or otherwi.se.

12.,8 At Franchisor request, .Area Developer shall require and 
obtain the execution of covehahts ,similar to those set forth in this 
Section, XI.I (inel.uding coyehahts ,applicable upOh. the terminati.on, of a 
person's, relationship with .Area ,D'eveloper')' from any o,r all of the 
following persons:,

12.8.1 All. ,'Goffeehouse, managers of Area, Deveidper and
any other personnel employed by Area Developer who have received 
training from. Franchisor;

12.8.. 2 All ovfficers., direcibOrs and holders of ,a
beneficial Inte-rest df five percent ('d%) or more of the, securities of 
Area Developer and of any corporation, directly or indirectly 
.controlling. Area .Developef,, ,if Area Developer is a corporation; and

12.6,3 .The general partners and any .limited partners
(.including any corporation,, and the officers,, directors and holdefs df' 
a beneficial interest Of five percent (-5;%) or. more of the .securities 
of ;any corporation which controls,, dire.ctly or indirectly, any general 
or' limited partner), if Area Developer is a partne.rs'hip..

17
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Each covenant required h.^ this Subsection 12,8: .shall be in a form 
:sahisfactory to. Eran'chisor, includingj, without, limitation, specific 
identification of Franchisor aa a third party beneficiar-y of such
coyenants with the; independent fight to enforce them,.. Failure, by Area 
Devel-ope:r to obtain .exeeutioh of a covehaht, required by this
Subseetion 12.8 shall Constitute a default und'er Slection IX hereof,

12.9 purihg the term of this Agreement.,, an officer or, agent of 
Franchisor shall ha,ve the right to‘ inspect any Coffeehouse in, which 
Are.a Developer' has an interest at. reasonable' times and during normal 
business ho:ur,S' to the extent, reasonably necessary to determine, whether 
the conditions pf this Section XII are being satisfied. If, by reason 
of s,uch inspections or otherwise, FranGhisof has reason, to believe 
that Area Developer is not in full compliancei with the term's O'f this 
Section, .Frahchisor shall give .notice of such default to Area
Developer-,,, specifying; the nature, of such default,. If Area Developer,
denies that it is in default hereunder, as- speGlfied by Franchisor, it 
shall have the burden of, establishing, that such -default, does hot exist 
and shall give notice to FranehiSor of its- position, within ten (liO), 
days: of receipt of the notice,- from Franchisor. Unless Area iDeveloper 
so -dehies S;uch default, it. shall immediately tahe all s.teps, to cure-. 
S.aid defaul.t in a manner satisfactory to .Frah.chisor.

SECTION XIII 
NOTICES

Any and all notices required or permitted under this Agreement 
shall be, in writing and, shall be personally delivered or m'ailed by 
certified or regi-ste-red mail, return receipt requested, to the 
respeetiye: parties at the following addresses ;Uhless, and. until, a 
differeht address- has- been designated b-y written notice to the -o-the-r' 
party:

Notices to Ffanchis.or: Tom N Toms- Fra-nchise.,, LLG
3435 Wilshire, Blvd., Suite 2:0'90
Los Angeles, GA 9'OOIG-
Tel/: '213 5 68-3'577
Fax): ,213 ,568-3584
Attention:; president

Notices to the Area Developer:

Any notice by certified or regis;tered m.ail shall, be deemed to 
.have been given at the .da.fe and time of mailing.
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SECTION XIV
INDEPENDENT CONTRACTOR AND INDEMNIFICATION

14.1 It is lUnderstood and agreed by ’the parties hereto that this 
Agreement does not create a fiduciary relations^hip between them, and' 
that nothi-ng in this Agreement is intended, to constitute! either .party 
an agent, legal representatiye, subsidiary, joint venturer, paittner, 
empio.yee or servan.t of the. othe-r f,or' any purpose wha.tsdever; Each, 
party to, this .Agreement is an independent, contf actor, and nei.ther 
shall, be. r,espons.ible for the debts: or liabi,"li.ti'es: incurred by the 
other'.

14.2 Area Developer shall hold itself out to the public to be an 
independent contractor .operating pursuant. tO' this Agreement. Area 
Deyeioper agrees to take such actions as shall be necessary to that 
end-.

1,-4.-3 Area Developer understands and. agrees that, nothing in. this 
Agreement authorizes Area Develo.per to. make any contract,, agreement, 
warfanty or representation on Eranchisor's behalf, or to incur any 
debt or other obligation in Eranchisor's name, and that Franchisor 
ass'umes no liability for, ;nor shall be- deemed liabl,e by reason of, a.ny 
ac.t, or omission of Area Developer or any 'Claim or judgment arising 
therefrom. Area Developer shall indemnify and hold !Eranchisor and 
Franchisor's officers^ directors', and emplo.yees' harmless, against any 
a.nd ail such claims arising directly or indirectly from,, as a resuit 
of, or in conneGtiOn With Area Developer's activities hereunder, as 
well as the cost, including r.eas:onable. attorneys' fees, of defending 
against them, except. that the' foregoing shall, not appl.y to 
.infringement actions regarding the Marks which are caused solely by 
actions of Franchisor Or actions ■caused by the negligent acts of 
Franchisor or its agents..

SECTION XV 
APPROVALS

1,5.1 Whenever this Agreement requires the prior approval Or 
consent, of Frahehisor, Area 'Deve.lQ.per shall make a timely, written 
request to Franchisor, and, except as otherwi.se provided herein, any 
approval o.r consent gra'nt.ed shall be in. writing.

15... 2 Eranchisor makes no warranties’ or guarantees upon which 
Area Developer may rely, and assumes nO, liability or obligation to 
Area Developer or any third party to which it would not Otherwise be 
subject,, by providing any waiver, approval, advise, consent or 
services to Area Developer in connection with this Agreement, or by 
reason Of any neglect, delay or denial, of any request therefore.
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SECTION XVI 
NON-WAIVER

iN'o fa’ilu'-r.e of' Franchisor t-o ex-erciae: any power reserve.d to. it 
under this .Agreement Or to- insist upon c.omplianc'e by Area 'Developer 
.with any dbligation or condition in this Agreem.ertt, and no custom or 
practice of the parties at variance with the terms hereof, shall 
constitute a waiver of Franchisor rights to- -.demand exact comp'lianc.e. 
with the' terms of this. Agreement.- Waiver by Franchisor -of any- 
particular default, shall not atfe.ct, or impair Franchisor's right with 
respe.ct to any' -subsequen.t default of t'h:e same or of a differeht 
nature; ;nor .shall, any delay, forbearan.de or -omissioni of :Fra-nehls-or to 
exercise, any power or right a-ri.singi out of any breach or default by 
Area Developer of any of the terms:,, provisions .or eovenants. of this 
Agreement affect, -or impair- Franchisor's rightsi, nor shall such 
:constitute a waiver by Franchisor of ah'-y rights hereunder of 'rights: to 
deciare any subsequent breach, or default,..

SECTION XVII
SEVERABILITY AND CONSTRUCTION

17.1 Each ■Gove-nant -and .p-rovislpn o-f this Agreement shall be
construe;!., as independent of a-ny othet covenant or -proyi.'slon of this.
Agreement., The- provisions of this Agr.eement ,-shall be deemed, severable.

17.2 If all or any por'tion of a -coven'ant or provisidh o-f this
Agreeinent isi held unreasonab-le or- unenfiorceablei by a- court or agency 
having valid ju.fisdi.e.fion in a .decisdon to which Franchisor is a 
p-arty, Area Deve.i.pper expressly agrees to be bound by any lesser 
covenant of provision imposing the maximum duty permitted by law 'Which 
is subsumed wi.thin the terms -of s,u-ch covenant, or pfovlsion,, as if that 
lesser covenant pf pfovisi.o.n were sep'ara.tely s-.tat.ed in and made a paft 
of this Agreemen.t.

17.3- Nothing in, this: Agreement shall confe-f upon, any pefson or 
le.gal en.tity lOthef than iFranchisor of Area Developer, a.nd such o-f 
their respecfive successors and a-ss.i.g-ns as may be Gontemplate:! by 
S'ection XI hereoit, any .fights dr remedies under’ of by- reason of this 
Agr eemen-t.,

I.7,d All .captions .in this Agreement are- intended so.l.ely for the- 
Gonveniehee’ -of the partie.s and none shall be deemed to affect the 
meaning or construction of ari-.y provision- hereof,.

17,5 All references herei-n to gender and num.bef shall, be 
construed' to include such- other gender and number as' the context ma.y 
require,, and all ac'knowledg.ments-.', promises, Govenants-,-, agreements and 
obligations herein m:a.de .or undert-a-ken by Area Developer shal.l be 
deemed, joinfly and severaily un-d'ertaken- by all, thos.e executing this 
Agreement on behalf of Area pevel,dperv
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1,7.6' This Agreemenit may be executed in multiple counterpart's, 
and each copy of (executed' Agreement shall be deeitied an original,

SECTION XVIII
ENTIRE AGREEMENT - APPLICABLE LAW

This Agreement, the; documents referred tO' herein and the Exhibits 
attached hereto constitute the. entire, full and, complete agreement 
between Franchisor and Area De-veloper concerning' the subject matter 
hereof' and supersede ajhy and, all prior agreements. No amendment, 
change or variance from this Agreement shall be. bindihg on either 
party unless mutually agreed to by- the, parties and executed by their 
authpriz.ed, o-fficers or agents in writing, This Agreement Shall be
interpreted and donstrued, under the laws of the State o-f Gallfo.rnia, 
and the parti,es hereto; consent to' irrevocably submit, to the 
jurisdiction o.f all courts located within the State of Galifornia, 
Cou'hty of Los Ang.eles,, Nothing in this or ,in any related 'agreement, 
however., is Intended to disclaim the .represen.tatiphs' made^ by 
Franchispr in the franchise, disclosure 'document that is furnished by 
Franchisor to Franchisee.

ARTICLE XIX 
ARBITRATION

19.1 IN THE; EVENT -ANY PARTY IS REQUIRE'D TO EMPLOY LEGAL: .COUNSEL 
OR TO INCUR, OTHER REASONABLE EXPENSES TO' ENFORCE ANY OBLIGATION. OF 
ANOTHER PARTY HEREUN.DER, QR TO DEFEND; AGAINST ANY CLAIM, DEMAND, 
ACTION, OR PROCEEDING BY REASON' OF ANOTHER PARTY'S' EAILURE TO PERFORM 
ANY OBLIGATION IMPOSED UPON SUCH. PARTY BY THIS .AGREEMENT,' AND PROVIDED 
THAT LEGAL ACT.ION IS FILED BY QR AGAINST THE FI.RST PARTY AND SUCH' 
.ACTION OR THE SETTLEMENT THEREOF ESTABLISHES. THE, OTHER PARTY'S DEFAULT 
HEREUNDER,, THEN THE PREVAILING PARTY SHALL BE ENTITLED TO RECOVER FROM
THE Other party the .amount of all. .reasonable attorneys' fees' o’f Such
COUNSEL AND ALL (OTHER EXPEN,SES REASONABLY INGURRE'D IN .ENFORCING SUCH, 
OBLIGATION' OR IN DEFENDING AGAINST SUCH CLAIM, DEMAND,, .ACTION, OR 
PROCEEDING, WHETHER INCURRED PRIOR TO OR IN PREPARATION FOR OR 
CONTEMPLATION OF THE FILING, QF S.UCH ACTION THEREAFTER, NO.THiNG. 
contained in THI.'S paragraph SHALL RELATE TQ ARBITRATION' PROCEEDINGS 
PURSUANT TO THIS AGREEMENT,.

19.2 EXCEPT AS SPECIFICALLY' OTHERWISE PROVIDED IN THIS 
AGREEMENT, THE PARTIES AGREE THAT ALL CONTRACT DISPUTES' THAT' CANNOT BE
amicably settled shall .be determined sole'LY and .exclusively by
ARBITRATION UNDER THE FEDE'RAL ARBITRATION ACT AS AMENDED AND IN. 
ACCORDANCE WITH THE RULES OF THE AMERICAN 'ARBITRATION ASSOCIATION OR 
ANY SUCCESSOR THEREO.F,, ARBITRATION SHALL TAKE PLACE AT AN APPOINTED 
TIME AND PLACE IN' THE, STATE OF CALIFORNIA,, COUNTY OF LOS ANGELES.

19.3 EACH PT^RTY SHALL .SELECT ONE, (1,) ARBITRATOR ('WHO SHALL NOT 
■BE COUNSEL, FOR THE PARTY), AND THE .TWO C2)' SO DESIGNATED' .SHALL SELECT
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:ft THIRD ARBITRRT-OR. IF EITHER BARTY SHALL; FAIL TO DESIGNATE AN
ARBITRATOR WITHIN SEVEN (.7) BAYS AFTER ARBIJRATION IS REQUESTED, OR IF 
THE TWO ARBITRATORS' SHALL FAIL TO SELECT A, THIRd ARBITRATOR WITHIN 
EOURTEEN (14) DAYS; AFTER ARBITRATION IS REQUESTED, THEN' AN ARBITRATOR 
SHALL. BE SELECTED BY THE AMERICAN ARBITRATION ASSOCIATION: OR, ANY
SUCCESSOR THERETO URON APPLIGATION OF EITHER ;PARTY. JUDGMENT UPON ANY 
AWARD OF THE MAJORITY OF THE ARBITRATORS SHALL BE, BINDING .AND SHALL BE 
ENTERED IN A COURT OF COMPETENT JURISDICTION. THE, AWARD OF THE 
ARBITRATORS MAY GRANT ANY RELIEF WHICH MIGHT BE GRANTED BY A COURT OF 
general, JURISDICTION, INCLUDING, WITHOUT LIMITATION, BY REASON OF 
ENUMERATION,, AWARD OF DAMAGES (EUT EXCLUDING INJUNCTIVE RELIEF',) ^ AND 
MAY',, IN THE DISCRETION OF THE ARBITRATORS', ASSESS, IN, ADDITION, THE 
COSTS- OF ARBITRATION, INCLUDING THE' REASONABLE FEES' OF THE, ARBITRATORS
And :REAS0NABLE attorneys' fees, against either, or both parties, in 
PROPORTIONS AS THE ARBITRATORS SHALL,, DETERMINE.

19.4 NOTHING HEREIN CONTAINED SHALL BAR THE RIGHT OF EITHER 
party to seek; and obtain temporary .and: permanent '.INJUNCTIVE RELIEF 
FROM A COURT OF COMPETENT JURISDICTION CONSISTENT' WITH ARTICLE XIX 
HEREOF IN ACCORDANCE WITH .APPLICABLE- '.LAW 'AGAINST THREATENED CONDUCT 
THAT WILL IN ALL PROBABILITY CAUSE, LOSS OR DAMAGE TO AREA 'DEVELOPER OR 
COMPANY.

19.5 IT iS' THE INTENT OF THB PARTIES THAT ANY ARBITRATIONi 
B'ETWEEN THE AREA DEVELOPER AND COMPANY REGARDING A CLAIM OF AREA 
DEVELOPER SHALL BE OF AREA DEVELOPER',S' INDIVIDUAL CLAIM AND .THAT NO 
SUCH CLAIM S.UBJECT TO- ARBITRATION SHALL BE ARBITRATED ON A CLASS-WI,DE, 
BASIS.

SECTION XX:
TIMELY PERFORMANCE

Area Develo.per .liereby aG.kno.wi.edge.'s that .its timely developmen.t o-f 
:the Coffeehouses -in the Development Afea, in accordance with the
Minimum Perforraan.ce Schedule is p'f ,mab.eriai impo-rtance to Fr'anchisor, 
and Area Developer. Area Developer agrees,, as a Gondi.tion of the 
cohbinuance, of the r.ight-s granl.ed hereunder,, to develop and' open 
Co.ffe.ehouses within the Development Area in a:ccor.dance, with the
Minimum Performance Schedule,, to operate, such Coffeehouses pursuant to, 
the term's of, the E'ranG'hise .Agreements and to Maintain all such
Coffeeheuses in operation continuously. A .fa'ilur.e or delay in
•performance, by any party to this Development Agrreement, shall not be a 
de;fault hereundOr if such (failure or delay arises out of or resul.t-s 
from a Fo.rCe .Majeure., which for 'purposes of this Development Agreement 
sha'll he defined as fire., fl.ood, earthquake or other, nathral 
disasters,, or acts of a public enemy,, v^ar, rebellion or sabotage..
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SECTION XXI 
ACKNOWIiEDGMENTS

21.1 AREA DEVELOPER ACKNOWLEDGES THAT THE, SUCCESS Of THE 
■business: venture GQNTEWPLATED. BY THIS AGREEMENT INVOLVES. SUBSTANTIAL 
BUSINESS. RISKS AND WILL BE TOTALLY AND COMPLETELY DEPENDENT UPON THE 
ABILITY OF AREA DEVELOPER AS AN INDEPENDENT BUSINESS RN-RSON. 
ERANCHISOR EXPRESSLY DISCLAIMS THE MAKING OF, AND AREA DEVELOPER. 
ACKNOWLEDGES NOT HAVING RECEIVED, ANY WARRANTY OR GUARANTEE, EXPRESS 
OR IMPLIED, AS TO THE POTENTIAL VOLUME, PROFI.TS OR SUGGESS OF THE 
BUSINESS VENTURE CONTEMPLATED BY THIS AGREEMENT.

,21.2 AREA DEVELOPER ACKNOWLEDGES' HAVING REGEIVE-D, READ AND 
UNDERSTOpD THIS AGREEMENT, THE EXHIBITS ATTACHED HERETO' AND AGREEMENTS 
RELATING HERETO, IF’ ANY, :AND THE OFFERING CIRCULAR'; AND FRANCHISOR HAS 
ACCORDED AREA DEVELOPER, AMPLE TIME AND OPPORTUNITY TO CONSULT WITH 
ADVISORS OF' AREA DEVELOPER'S OWN' CHOOSING ABOUT THE; POTENTIAL 'RISKS,: O.F 
ENTERING INTO THIS AGREEMENT.

21 ..3' AREA DEVELOPER AND' EACH OF ITS .PRINCrPALS, IF A 
■CORPORATION., EXPRESSLY ACKNOWLEDGE THAT NEITHER, IT NOR THEY HAVE 
RELIED UPON ANY EARNINGS CLAIMS,. SUCH ,AS ORAL OR. WRITTEN STATEMENTS OR 
SUGGESTIONS, MADE BY ANY REBRESENTATIVE OF OR ANY OTHER PERSON 
PURPORTING TO BE ACTING. ON BEHALF OF FRANCHISOR REGARDING' THE 
POTENTIAL, FUTURE SALES, REVENUES OR PROFITS WHICH MAY BE DERIVED FROM 
OPERATION Of franchisor COFFEEHOUSES OR DEVELOPMENT OF THE DEVELO'PMENT 
AREA.

SECTION XXII 
EFFECTIVE DATE

TMs :Ag,reement shall be e.ffe.etive as Qf Uhe. date: it is. executed, 
by both .parties.

IN WITNESS' WHEREOF, the .pa-rties hereto have .duly executed,. Sealed 
and deli.vered this Agreeraen't in triplicate on the day and year first 
above written

franchisor AREA DEVELOPER:

tSignatUf.'e) (Signature)

(Prin.ted' Name &; Title.). .(Printed Name. & Title.)
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TOM N TOMS FRANCHISE, LLC 

AREA DEVELOPMENT AGREEMENT 

EXHIBIT "A"

Minimum Performance Schedule

The Agreement authgrizveis and obliges' Area D.eveloper to- establish.-
and operate _____ ;( "Tom, N' .Toms;"' Go, f'f.ee houses pursuant to' a
Franohia.ei Ag.reement for each, Cof feehousei. The following is Area 
Developer's Minimum Performance Schedule:

Coffeehouse
Number

Open & 
Operating
On or Before

Pa-yment
Made

Balance
Due,
Per Store.

Due Date

APPROVED::,

AREA, DEVELOPER Franchi s'or

By:,_ By.:.
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TOM N, TOMS FRANCHISE, LLC 

AREA DEVELOPMENT AGREEMENT 

EXHIBIT "B"

Development Area

The following describes the Development Area within which Area 
Developer may locate "Tom, N .Toms'"' Coffeehouses under this Agreement:

APPEOYED:

AREA DEVEL'OPER pranchisor

By:. By:'
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TOM N TOMS FRANCHISE, LEG 

EXISTING COFFEEHOUSES IN DEVELOPMENT AREA 

EXHIBIT "C"

APPROVED:

AREA DEVELOPER ERANCHISOR

■By:. By:
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TOM N TOMS E5«UIGHISE;, LLG 

AREA DEVELOPMENT AGREEMENT 

EXHIBIT, "D"

GERTIFIGATION OF AREA DEVELOPER

The und'erjSigned, personally and as, an o:f,fl,cer or partner of Area 
Developer, as applicabler, does, hereby eertify that ,he has conducted an 
independent investigation of the business contemplated by this Afea 
Development Agreement and the franchisor Franchise Agreement, .and that 
the decision to execute the Area Development Agreement was, based 
entirely upon the independent investigation by .the undersigned,,- and 
the undersigned further certifies ttia.t he has not relied upon., in any 
'way,, any claims regarding potential, sales, income, or earnings to be 
derived from the business contemplated, 'by the Franchi.s.e Agreement and 
Area BevelOpmeht Agreement/, and, has not reli.ed upon ,any claims' 
regarding past, or current sales:, income or earnings of Company- 
operated "Franchisor " Coffeehouses. The undersigned farther
certified that he Understands the, ri,s:ks' involved in this investment 
and, FJJAnchi.spr, L-LC mahes ,no 'representation or guaranty, explicit or 
implied that the Area Developer will be successful or will recoup his 
inves'tment.

IN WIT^SS WHEREOF, the undersigned, has s,ighed> sealed and 
.d.elivered' this Certificate this _____  day of , 20

■'AREA DEVELOPER"

By:_________
printed Name: 
Title:
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EXHIBIT E

TABLE OF CONTENTS FOR CONFrIDENTIAL OPERATING MANUAL

TOM N TOMS

Chapter, .1., .Aboiit Tom N Toms . , ........... ..

Introduction .................................
Corporate Identity and Gulture: ...........
Franchise; Opportunity .............................

.Chapter 2. Smarting, a 'Tom N .Tom's Coffeehouse

Critical S.ucce.s's Factors 
Outlet Setup Procedure,.., 
ReG-ruitment and Training

Chapter 3. Operating ,a Tom N Tonts .Coffeehouse

.Staffing ..... . .... ....r..-.^...,. ........... .i,. ,•.
Daily Checklists'., — ................
Quality' Measurement Checklist ............... . ... . ....

Chapter 4. Menu,

Hot Beverages . ............................... , . .
Co.ld Beverages ..,. ......
Smoothies '& Other Beverages ......
Pretzel.s & Thick Toast...... .

Appendix, 1, Outlet Setup Proeedure 

Appendix 2. Recruitment Advertisements...,,. 

Appendix ,3. Quality Measurement Checsklist, .

Appendix 4. Employee Handbook ........... . ..

Appendix 5„. Central Kitchen Food Mend ......

.... 2
. 3 
. 6

. 7

. '8,

. il 
,. 15

17

. 1-8 

. 2:1

. 25

. 27 

. 29 
... 30 
. 31

. 31

r 42

. 15

. 19

. 71
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EXHIBIT F

LIST OF CURRENT FRANCHISEES

Store Address Tel No. Contact Person

Tom, N Toms 
Santa Clara

3050 El Camino Real>
Santa, Clara, CA 95051

408 564-8698 Alex Pak

Tom !N Toms 
Olympic

2716 W. Olympic Blvd.,
#108, Los Angeles, CA
9.00.06

213 503-1180 Ana Lee
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EXHIBIT G

LIST QF FRANCHISEES WHO HAVE! I£FT THE SYSTEM

Store Address Tel No:. COiitaOt
Person

Reasons
for

Leaving

Tom, N .Toms 
;Full.erton

4 542 Beaeh- Blyd,. ,
Buena Eark',, CA 9062T

714 &7',0
6898

Kyung Jun 
leO'*'

Terminate.d.
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RECEIPT

(RETURN ONE COPY, TO US)

THIS PISC-LOSURE DGCUMENT SUMMARIZES 'CERTAIN 'PROVISIONS' OF 
THE franchise AGREEMENT, THE AREA DEVELOPMENT AGREEMENT AnD OTHER 
INFORMATION IN PLAIN LANGUAGE,. READ THIS DISCLOSURE DOCUMENT AND. 
ALL AGREEMENTS CAREFULLY.'

IF TOM N TOMS FRANCHISE,,, LLG OFFERS YOU A FRANCHISE,,, IT 
MUST PROVIDE THIS DISCLOSURE DOGUMENT' TO YOU 14 CALENDAR-DAYS 
BEFORE YDU sign A BINDING AGREEMENT ,WITH, OR MAKE A PAYMENT TO-, 
THE FRANCHISOR OR AN ,AEFILIATE IN .CONNECTION W,ITH THE PROPOSED 
FRANCHISE SALE,.

IF TOM, N TOMS FRANCHISE, LLC DOES NOT DELIVER THIS 
DISCLOSiURE; DOCUMENT, ON TIME OR, IF IT CONTAINS .A FALSE OR
misleading statement, or a material, omiS'sion, a violation of
FEDERAL AND STATE, LAW MAY HAVE ,0CCURRED AND SHOULD BE REPORTED TO 
THE FEDERAL TRADE COMMISSION, WASHINGTON, D.C. 2D5.8'0 AND THE.
STATE Administrators llsted in exhibit i.

The ,selle>r,'S of Tom N Toms ffanchis.e .are:

Tom N Toms Franchise., LLC 
President.,: CheoLku, Lee,
343iS Wilsh'ire Blyd.,,, Suites 2,090 
Los An.gel.es, GA 90010 
(;213) 908-68,29

Date of Issuance; Match 22, 2018

I have received a dis'closure document dated March. 22, 
included the following: Exhibits,:

20i8 that

A. State Administrators/Agents for Service of Process
,B. S.tate Specific. Addendum
Cr Franchise Agreement
;D:,. Area Development Ag'feement
E. i Table of Contents o,f Confidential Operating Manual
F. List of Franchis.ees,
G. List of Franchisee,s Whp Have Left the System
H:. Financial, Sta.tementS

Dated: Franchisee.;:
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RECEIBT
(RETURN ONE COPY TO US)

this; D'ISCLOSURE-^ DOEURi'ENT SUWdARIZES CERTAIN, PROVISIONS OF 
THE FiRANCHISE AGREEMENT, THE, AREA DEVELOPMENT AGREEMENT AN® OTHER 
INFORMATION IN, PLAIN LANGUAGE. READ THIS DISCLOSURE DOCUMENT AND 
ALL AGREEMENTS. CAREFULLY.

IF TOM' N TOMS FRANCHISE,, LLG OFFERS YOU A FRANCHTSE,, IT 
MUST' PROVIDE THIS DISCLOSURE, DOCUMENT TO YOU 14 CALENDAR-DAYS 
BEFORE YOU SIGN A BINDING, AGREEMENT W.ITH,, OR MAKE A PAYMENT TO., 
THE FRANCHISC'R QR AN AFFILIATE ,IN GONNEGTION WITH THE- PROPOSED 
FRANCHISE SALE..

IF TOM N TOMS FRANCHISE., .L.LC DOES NOT' DELIVER THIS 
EISGLOSURE DOCUMENT' ON TIME CR IF IT CONTAINS A FALS.E ,0R 
MISLEADING STATEMENT, CR A MATERIAL OMI.SSI.ON, A VIOLATION OF' 
FEDERAL AND STATE LAW MAY HAVE OCCURRED AND SHOULD BE REPORTED TO 
THE FEDERAL, TRADE COMMISSION, WASHING.TON,, D.C. PCS8,0 AND THE 
'STATE ADMINISTRATCRS LISTED IN' EXHIBIT 1.

The ,sellers bP Tom .N Toms fx.anchise are:,

Tom N Toms Frahgihise., .LLC
Preslden.t.: Cheol.ku Le.e.
397'4 Wllshire Blvd., 2"^’ FI.
Los Angeles, CA SOOIO
.{'21,3) 90:8-’6-8,2 9

Dat.e of Issuance;,: March 22, ,2018

I Aave fecelyed, a dl,s..clbs,ure document, dated March 22,, 2018 
that .included .the following Exhibi.ts:

A. ., State Administr.ators/Ag.ent's for Service of Process
B. State Specific Addendum.
C. Franchise Agreemeht
,D. Area Development Agreement
E. , Table of 'Gbnt.ents of Confidential Op.eratihg Manual
F. List of Franchisees
G. List of Franchisees Who Have Left the System
H. Financial Statements

Dated: .Franchisee
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