FRANCHISE DISCLOSURE DOCUMENT

TOM N TOMS COFFEE

TOM N TOMS FRANCHISE, LLC

Page 1 of.228.

ERLL i T U TR T

Yy 4t

L R it (41

‘ageived
L . lailroom

MAR 3 0 2018

L. wriment of
Business Oversight

e

wnan iy g,



STATE COVER PAGE

Your state may have a'ﬁranchiseulaw that requires a fr¥ranchisor to register
or file with a state franchise administrator before offering or selling in
your state. REGISTRATION OF A FRANCHISE BY A STATE DOES NOT MEAN THAT THE
STATERECOMMENDSTHEFRANCHISE@RHHSVERIFIEWTHEINEORMATIONINTHISDISCLOSURE
DOCUMENT .

Call the state fragghise‘édministrator listed in BExhibit G to this Disclosure
Document for' Imformation about the franchisor ¢r dbout franchising in your
state.

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

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

1. THE ERANCHISE 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 EOR DISPUTES. IT ALSO
MAY (€OST MORE ‘TO ARBITRATE WITH OR SUE TOM N TOMS IN CALIFORNTA 'THAN IN YOUR
HOME STATE. CERTAIN STATES HAVE LAWS THAT SUPERSEDE THIS REQUIREMENT. SEE
'THE STATE ADDENDA TO THE ERANCHISE AGREEMENT AND DEVELOPMENT AGREEMENT, AND
THE STATE ADDENDA TO THE DISCLOSURE DOGUMENT:

2. THE FRANCHISE AGREEMENT AND AREA DEVELOPMENT AGREEMENT STATE THAT
CALIFORNIA LAW GOVERNS THESE AGREEMENTS:. THIS LAW MAY NOT PROVIDE THE SAME,
PROTECTIONS AND: BENEFITS AS LOGAL LAW. YOU MAY WANT TO COMPARE 'THESE LAWS.
EVEN THOUGH THE FRANCHISE AGREEMENT PROVIDES THAT CATL,LFORNIA.LAWAPPLIES, EOCAL
LAW MAY SUPERSEDE THIS REQUIREMENT IN YOUR STATE., SEE THE STATE ADDENDA, TO
THE FRANCHISE AGREEMENT AND THE STATE ADDENDA TO THE DISELOSURE DOCUMENT.

3. YOU MAY. FACE COMPETITION FROM OTHER FRANCHISEES, FROM COFFEFHOUSES THAT
WE OWN, OR FROM OTHER GHANNELS OF DISTRIBUTION OR GOMPETITIVE BRANDS THAT WE
CONTROL.

4, THE FRANCHISEE WILL BE REQUIRED TO MAKE AN ESTIMATED INITIAL INVESTMENT
RANGING FROM $360,400 TGO $477,300. THIS AMOUNT EXCEEDS THE FRANCHISOR’S
STOCKHOLDER' S EQUITY OF $63;649 AS OF DECEMBER 31, 2016.

5. THE FRANCHISOR HAS LIMITED FRANCHISE QPERATING HISTORY. YOU MAY WANT

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

Effective Date:
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FRANCHISE DISCLOSURE DOCUMENT

TOM N TOMS FRANCHISE, LIC
A california limited liability company
3435 Wilshire Blvd., Suite 2090, Los Angeles, CA 90010
Tel: (213) 908-6829 Fax: (213) 568-3584

Franchise Business: We offer franchises for the operation of a “Tom N Toms”
Coffeehouse (“Coffeehouse”) féaturing premium coffee products and
complementary food and beverages.

Total Initial Investment: The total investment necessary to begin eperation
of Coffeehouse is $360, 400 to $477,300. This includes $20;000 that must be
\pa{id‘ to the franchisor as a franchise fee, and the initial inventory purchase
requirement of about $12,900-$23,000 paid to us or our. affiliate. In the case
of an area developer; the development fee to be paid to the Franchisor is e;qpal
t0$20,000 for the first Coffeehouseplus $10, 000 for each additional Cof feehouse
to be developed under the area development agreement. The development fee
is applied pro rata to the initidl franchise fees due for each €offeehouse
to'be developed after the first. Your estimated ¥nitial investment will vary
based on the number of Coffeehouse to be developed within the area specified
in the area development agreement, under which you will have exclusive right
to develop an agreed number of Coffeehouses within a specific time period.

This Disclosure Document summarizes certain provisions of your franchise
agreement, development agreement and-other infermation inplain English. Read
this Disclesure Document and all accompanying agreements ecarefully: You must
receive this Disclosure Document at léast 14 calendar-days before you 'sign
a binding agreement with, ormake any payment to, the franchisof or anaffiliate
in connection with the proposed franchise sale. Note , however, that no
governmental agericy has verified the information contained in this document.

You may wish to reéeceive your Disclosure Document in another format that is
more convenient foryou: Todiscusstheavailabilityofdisclosuresindifferent
formats, contact Cheolku Lee at 3435 Wilshire Blvd., Suife 2090, Los Angeles,
CA 90010 and {(213) 908-6829. i

The terms of your contract will govern your franchise relationship. Den't
rely on the Disclosure Decument alone to understand your contract. Read all
of your contracts carefully. Show Yiour contract and this Disclosure Document
to an advisor, like a lawyer or an accountant.

Buying a franchise is a complex investment. The information in this Dis¢losure
Document can help you make up your mind. Moré ihformation on franchising;
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such as "A Consumer'sGuide to Buying a Franchise, " which canhelp you understand
how to use this Disclosure Document, is available from the Federal Trade
Commissicn. You can contact the FTC at 1-877-FTC-HELP or by writing to. the.
FTC at 600 Pennsylvania Avenue, NW, Washington, D.C. 20580, Youcan also visit
the FTC's home page at www. ftc.gov for additional information. Call your state
agency -or visit your public library for othér sources of information on
franchising. "

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

The issuance date of this Franchise Disclosure Document is March 22, 2018. °
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ITEM 1
THE FRANCHISOR AND ANY PARENTS, PREDECESSORS AND AFFILTATES

A. Terms

To simplify the language in this Disclésure Document, “we” ot ,
“us” mearnrs Tom N Téms Franchise, LLC, theé Franchisor. “You” meéars the
person ‘that buys the franchise. 1If a corporation, partnership ot other
entity buys the franchise, "you" refers céllectively to all persoens who
own an interest, in the entity. "Tem N Toms Coffeehouse" means the
Coffeehouse we license you to operate. "Single unit franchise" meéans
the right to own and operate one Tom N Toms Coffeehouse.

B. Our Business

We are in the business of selling franchises for a coffeehouse
operating under ‘the Tom N Toms name and related marks. A Tom N Toms
Coffeechouse {(“Coffeehouse”) specializZes in the preparation and sale of
premium coffee drink products as well as complementary food and
beveragés. They are located at locations approved by us, such as in
strip shopping centers, shopping malls, and free-standing units:

We offer single unit franchises for developmént and operation of
Tom N Toms Coffeehouses. Wé alse offer area devéelopmént franchises
for the right to develop and operate more than one Tom N Toms
Coffeehouses. The specific territory, the number of Coffeehouses to
be dewveloped and opened under the area developmént franchise and the
time requirements for developing and opening thé agreed Coffeehouses
will be mutually discussed,and‘agreed‘betweeﬁ us and the area
developer and set forth specifically in ‘the Area Development Agreement.
An area developer will be required to sign our then-current form of
franchise agreefient after the site of Coffeehouse is selected and
approved.

C. We, Our Parents Predecessors and Affiliates

We .are a California limitedlliability compahy formed on
January 30, 2012. Our prihcipal business address is 3435 Wilshire
Blvd., Suite 2090, Los Angdgeles, GA 90010. We do business under our
corporate name “Tom N Toms Franchise” and our brand names ™Tom N
Tems,” “Tom N Toms Coffee” and “Tom N Toms Coffeehouse.” We do not
do business under any .other name. We have no pgedécéSSors,‘and‘we
have not offered franchises for any other line of business. We
started offering Tom N Toms franchises in March 2012.

We are a wholly owned 'subsidiary of Tom N Toms USA, Inc., a
California corporation formed on February 28, 2008, and is
headquartered at 3435 Wilshire Blvd., Suite 2090, Los Angeles, CA
90010 (“Parent Company”). Parent Company is & holding company, and
owns either all o6r controlling interests in all of our Affiliates
identified below which operate Tom N Toms Coffeehouses. Parent
‘Company has not offéred franchises in any line of business and does
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not otherwisé conduct any business of the type offered to you in this
Disc¢léosure Dbocument.

We have six affiliates. Toem N Toms Solair, LLC was incorporated
in California as a limited liability company on September 19, 2011
("INT Solair”). TNT Solair’s principal address is 3785 Wilshire Blvd.,
#26, Los Angeles; CA 90010. It owned, and opetrated one (1) Tom N Toms
Coffeehouse in Los Angeles, which was opened in November 2011 and
¢losed in October 2016. TNT Solai¥ has neither offered any Tom N Toms
Coffeehouse franchises nor has it offered franchises in any other
lines of business.

Tom N Toms Wilshire One, LLC was incorporated in California. as a
limited liability company on August 28, 2011 (“TNT Wilshire’”). TNT
Wilshire’s principal address is 3974 Wilshire Blwvd., Los Angeles, CA
90010. It owns and operates one (1) Tom N Toms Coffeehouse in Los
Angeles, which was gpened in December 2011. TNT Wilshire has neither
offered any Tem N Toms Coffeehousé franchises nor has. it offereéd
franchises in any other lines of business.

Tom. N Toms Waa Waa Plaza, LLEC was incorporated in California as
a limited liability company on November 2, 2011l (“TNT WWP?). TNT
WWP’s principal address is 125 N: Western Ave., #113, Los Angelés, CA
90004.. It owns and operates one (1) Tom N'Toms Coffeehouse in Los
Bngeles, which was opened in June 2012. TNT WWP has neither offered
'any'Tom:NwToms Coffeehouse franchises nor has it eofféred franchises in
any other lines of business.

Tom N Toms Little Tokyo Galletia, LLC was incorporated in
California as a limited liability coempany on March 8, 2012 (“TNT LTG"”) .
TNT LTG’s principal address is 333 S. Alameda St. #108, Los Angeles,

GA 90013: It owns and operates one {1) Tom N Toms Coffeehouse in Los
Bngelés, which was opened in Junm& 2012. TNT LTG has neither offered
any Tom N Toms Coffeehouse frarichisés nor has it offered franchises in
any other lines of business.

Tom N Toms: Vantage Point, LLC was incorporated in Califernia as
a limited liability company on August 2, 2013 {(“TINT VB”). TINT VP's
principal address is 1229 9% Ave., San Diego, CA 92101. It owns and
operates one (1) Tom N Tems Céfféehouse in San Diego, which was opened
in May 2014. TNT VP has neither offered any Tom N Toms Coffechduse
franchises nor has it offered franchises in any other lines of
business.

Tom N Toms Whittier, LLC was incorporated in California as a
limited liability company on April 24, 2017 (“TNT Whittier”). TNT
Whittier’s principal address is 14300 Whittier Blvd., Whittier, CA
90604. It owns and operatés one: (1) Tom N Toms Coffeéhouse in
Whittier, CA, which was opéned in October 2017. TNT Whittier has
neither offered any Toem N Toms Coffeehouse franchises nor has it
offered franchiseés 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 are ho longer existing as
follews:
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-Tom N, Toms 6th, LLC (“INT 6t”). TNT 6 was incorporated in
california as a limited liability company en October 28, 2010 and was
canceled on Februatry 8, 2016. TINT 6™ previously ownéd and operated
one (1) Tom N Toms Coffeehouse ih Los Angeles, Qpened,in Nowvember 2010
and closed in Septembetr 2015. TNT 6th did not offer any Tom N Toms
Coffeehouse franchises or offered franchises in any other lines of
business.

~Tom N Toms 3240, LLGC (“TNT 3240”). TNT 3240 was incorporated in
California as a limited liability company on February 25, 2011 and was
canceled on Septembér 19, 2016. TNT 3240 previously owned and
operated.oné.ti) Tom N Toms Coffeehouse in Los Ahgélesw opened in
April 2011 and closed in May 2016. TNT 3240 did not offer ahy Tom N
Toms Coffeehouse franchises or offered franchises in any other lines
of business.

-Tom N Toms Madang, LLC (“TNT Madang”). TNT Madang was
incorporated in California as a limited liability company on September
30, 2011 and canceled on July 24, 2015. TNT Madang previously owned
and operated dne (1) Tom N Toms Coffeehouse in Los BAngeles, which was
opened in Noverfber 2011 and closed in May 2015. TNT Madang did not
offer any Tem N Toms Coffeehouse franchises or offered franchises in
any other lines of business.

=Tem N Toms Golden Springs, LLE (“TINT GS”). TNT GS was
incorporated in Galifornia as a limited liability company on January
20, 2012 and canceled on September 19, 2016. TNT GS owned and
operated one (1) Tom N Toms Coffeechoiise in Diamohd Bar, which was
opened in September 2012 and closed in February 2016. TNT GS did not
offer any Tem N Toms Cofféehouse franchises or offered franchises in
any other lines of business:

None of our Affiliates offer or provides, orf will offer or
provide, any products or services to our ffanchisees.

D. Special Industry Regulation

You must. comply with laws and regulations that apply to
businesses generally, and also specifically to Coffeehsuses and
businesses serving beverages and food. Generally, applicable laws and
régulations.include tax rules, labor laws; business license
requirements, laws on construction of business premises, zoning rules,
requireménts for parking and access, the Americans with Disabilities
Act, export control laws pertaining te technology, and laws on storage,
preparation, packaging, labeling and sale of food to the public.

Fedefal and state laws affecting businesses generally include
smoking restrictions, public posting of notices re health hazards
(esg., tobacco smoke or other carcinogens), firé safety and emergency
preparedness laws, rules on uSe, storage and disposal of waste,
insecticides and other hazardous materials, environmental laws that
may impact the operation of Coffeehouses (like laws on recycling and

3
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regulating the use of certain types of containéers and materials

potentially‘harmful,ﬁolthe\enﬁironmént), and standards regarding
sanitation, employee health and safety. Some areas have or are
considering proposals to regulate indoor air quality.

Many places have laws against smoking inside Coffeehouses

A new trend is state and local laws requiring posting and
disclosure of nutritional information at Coffeehouses. The Héalth
care Reform Bills that became law in March 2010 contain previsions
that reguire disclosure of nutrition and calerie information in chains
of more than 20 Coffeehouses.

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

B. Competition and the Market

The market for coffeehouses, coffee sheps and cafes is éxtremely
well established. You will be in competition with a variety of quick
and casual service coffee shops, full-sérvice Coffeehouses and other
dining establishments that serve coffee beverages. The coffee shop
business is highly competitive with respect to concept, price,
L@Cation, quality and service. The business is often affected by
economic and real estate COnditiohs[ political conditions, conrsumer
tastes, populatien changes, the cost and availability of products and
qualified labor afid traffic patterns. Coffee shops c¢ompete in each
market with national and regional Coffeehouse chains and locally-owned
Coffeehouses, some .0of which operate more shops and have longer
operating histories than our Coffeehouses. There also is active
cofipetition for suitable commercial redl estate sites .and personnel,.
including management personnel.. You are advised to investigate and
research the retail &offeé service market as well as the laws,
regulations and ordinances applicable to your franchised business
further. '

F. Agent for Service of Process

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

ITEM 2
BUSINESS EXPERIENCE

President and CEO: Cheolku Lee
Cheolku Lee is our Preésidént and CEO and has been with us since July 2015.
PFior to6 his appointment as our President and CE®, Mr. Lee served as our

General Manager, overséeing aliréfiour‘development and opénational
activities. Before joining our company, he served as an accounting

Page 10.0f 228



manager of Edwards Korea and Crown Cénfectionery Co., Ltd. in Seoul,
Korea since August 2007.

De. Kyun Kim had been our previous President and CEQ in charge of all our
development and operations until June 2013 at which time he had to return
to Koréa. to receive medical treatment. Although he oversaw and was: in
charge of our busipess activities while receiving medical treatment irn
Korea, his physical absence from our operations was cited as an issue in
a dispute with a former franchisee as well as in the litigation disclosed
in Item 3., 1In entéring into a settlément With the Commissioner of
Business Oversight in the litigation disclosed in Item 3, we voluntarily
agreed to replace Mr. Kim with Mr. Eee, who will be charge of approval of
all phases 6f the Tom N Toms franchise and who is based in Los Angelesg
‘California.

Operation Manager: Taewgok Ahn

Taewook 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 Lo$ Angeles; Califormia from August 2013 to December 2014 and a

" Store Manager from August 2012 to July 2013 at: Tom N Toms Golden Springs
and. Little Tdkyo Coffeehouses. Prior to August 2012, 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 2016. Before his current position, Mr. Lee
served as the Store Manager at Tem N Toms Wilshire One Coffeehouse since
June 2014, Prior te June 2014, Mr. lLee attended and graduated E£rom
University of California, San Diego.

ITEM 3
LITIGATION

Litigation Involving Tom N Tems Franchise, LLG

California Commissioner of Blsiness Oversight v. Tom N Toms Franchise,
LLC (OAH Case Nos. 2016061013 and 2016061015). On May 12, 2016,
California Commissioner 6f Business Oversight brought administrative
actions against Tom N Toms Eranchise, LLC and certain individuals
associated with Tom N Toms Franchise, LLC, in¢luding a citation for
desist and refrain order, assessment. of administrative penaltiés and
claim for ancillary relief and costs for various vidlations of
California franchise laws, including making untrue statement of
material facts, unregistered individual acting as a franchise seller
and failure to disclose material facts. Tom N Toms Franchise, LLC
denied the allegations of the violations of California franchise laws,
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arguing that the company did not make any untrue statements of
material facts, the particular indiwidual identified. as a frahchise
seller was not engaged in the :sale of the franchise and that all
material facts had been propefly disclosed to the alleged victim in
the ¢ase,. Tom N Toms Franchise, LEC also aFgued that the alleged
victim was a prior franchisee who had defaulted on his franchise
agreement for failure to pay royalties and breaching his obligations
as a franchisee and had filed the franechise law violation against Tom
N Toms Franchisé LLC to gain an advantage in his settlement
negotiations: with Tom N Toms. Without admitting any liability of
wrongdoing, on November 21, 2016, the dateée the administrative hearing
of the cases were scheduled, Tom N Toms Franchise; LLC entered intes a
Final Consent Order with the Commissioner of Business Oversight to (i)
pay $15,000 as restitution to the complaining franchisee, (ii) pay
$7,500 as penalties to the Department of Business Oversight and
reimburse Commissioner’s attorney’s :fees .and costs in the amount of
$14,700, (iii) agree to desist and desist any franchise activity until
Such time as Tom N Toms Franchise LLC has properly registered their
franchise with the Department of Business Oversight, and (iw) have the
‘Tom N ‘Toms franchise sellers complete eight hours: of remedial
education in franchise law. Tom N Toms Eranchise LIC has since fully
¢omplied with all of its obligdtions under the Einal Consent Order.

other than the litigation discleosed in this Item 3, there is no

litigation to disclose in this Item.

ITEM 4
BANKRUPTCY

No bankruptecies are required to be discléosed in this Ttem.
ITEM 5

INITIAL FEES

A. ‘Franchise“hg;eement

You must pay a uniform initial franchise fee &8f $20,000 (“Initial
Franchise Fee”) at the time you sign the Franchise Agreement (see Exhibit
C). The Initial Franchise Fee is$ paid in .a lump sum when you sign the
Franchise Agreement and 1s non-refundable. The ILhitial Franchise Fee is
payable by all franchisees who buy a Tem N ‘Toms franchise.

We use the initial franchise fee to cover the costs of evaluating
your proposed siteé, training you and your employees,; and helping you to
develop and. open your Tom N Toms coffeehouse. There is ho reduction or
refund of any part of thé initial franchise fee even if only one
individual atténds the initial trainihg program.
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We may offer to waive the Franchise Fee or réeduce it under certain
circumstances. We also may offer to waive or reduce the Franchise Fee,
for the following reasonms: (i) as an inducement for existing franéhisees
to open additional Coffeeholises, (ii) as anm induceément for somecone to
take over am operating franchised Coffeehocuse; f(iii) as an inducement for
a profeSSioﬁal malti-unit franchisee t6 open several Coffeehousesy or
{iv) to allow a franchisee to Have additional money to spénd on store
improvements and marketing during the first 12 months of operation. We
will make the decision on the ameunt of any waiver or reduction oh an
individual basis depending eon the condition ©f the: premises, the need for
upgrades and remodéling, the need for special incehtives,and{orvother
considératiohs. In certain rare circumstarces, we may permit installment
payménts of the Initial Franchise Fée on terms negotiated with the
franchisee. Upon request by potential franchisees, we will 'keep open our
records with respect to the reduced fees for imspection. Except as
provided above, we will not refund ahy part of the Initial Franchise Fee
‘baid-under'the Franchise Agreement.

B. Area Development Agreement — Development Fee

We offer area development franchises to qualified prospects. The
Area Development Agreement {see Exhibit D) grarts a protected area for
development and operation of multiplé Tom N Toms Coffechouses. 'You and
we decide the developméent territory and number of Coffeéhouses by
negotiation beﬁore;ybu sign. The Area Development Agreement. does not let
you sell Tom N Toms Coffeehouse franchises to others. For each Tom N
Toms Coffeehouse you wish té éstablish under the Area Development,
Agreement, you and we will enter 1nto a sepdrate Eranchise Agreement.
Outside of California; we can reguiré you to enter into an Area
Development Agreemeént as a cendition to purchas;ng franchises.

When you sign the Area Development Agreement, you must pay us a
deposit fiee equal te the sum of (i) 100% of the initial franchise fee
($20,000) for the first CGoffeehouse to be developed under the Area
Developnméent Agréement; and (ii) $10,000 of the .initial franchise fee
payable for each succeeding Goffeehouse to be developed under the same
Area Develeopment Agreement. (“Development Fee”). The pro rata portion of
your Devélopmént Fee .allocable to each Coffeehouse will be credited
againist the initial franchise fee due for that Coffeehoiise. The
Development Fee is calculated inm the same way for all franchisees
entering inte Area Development Agreements, but the actual dollar amount
paid will vary depending on the number of Ceffeehouses yoéu agree: to
develop.

We may offer toe waive ghe Development. Fee or réduée it under
certain circumstances. We will make the decision en the amount of any
waiver or reductien of the Development Fee based on any special '
incéntives that we may consider appropriate for an area'developer,
including, but not limited to the following reasons: (1) as an inducement
for existing franc¢hisees to become an area developer; (ii) as an
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inducement for a professional multi-=unit operator to becomé an area
developer; {iii) as an inducement for someone to take over an area for
development; or (iv) to allew an area deveéloper to have additional money
to spénd on store improvements and marketing during the area development
period. We will make the décision on the amount of any waiver or
reduction on an individual basis depending on the area to be developed,
total number of units to be developed, the need for upgrades and
remodeling,; the need for special incentives and/or ether considerations.
In certain rare circumstances, we may permit instdllment payments of the
Development Fee on. terms negotiated with the area developer. Upon
request by potential franchisees and area developers, we will keep open
our records with respecét to the reduced fees for inspéection. Except as
provided, above, we will not refund any patt of the Development Fee paid
undefr the Area Development Agréément..

C. Application Process

You mﬁSt complete a comprehensiVe ffanchise application We ask
requlred to furnlsh accurately and completely We evaluate ‘your
application and decide: if more discussion with you may be productive. We
charge a non-refundable fee of $500 to conduct a background check. If
you purchase the franchlseJ we credit the $500 background check 'fee
toward the ‘initial franchise fee. If we accept your franchise
application, within 30 days after wé send you the notice of acceptance,
you must sign thé Franchise Agreement and pay the Initial Franchise Fee.
If you fail te do So, we have no obligation to sell you a Tom N Teoms
franchise, and may, withdraw approval any time after the 30 days.

You. will have 12 months to locate a propesed site for your
franchise, obtain our approval and sign a lease. If you doh't have a
signed lease for your storé within 12 .months of the date of your
franchise agreemént, 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 your involvement and effort in locatlng a suitable
site, and pay us a $500 non-refundable exténsion fee prior to the 12
month. anniversary of the franchise agreement. If you don't ebtain an
extension, your agreement expires on written notice te you: Any
extension granted to you does not render any of the initial fee
refundable.

D.. Payment Sécurity Deposit

To secure your future payment obligatieris for equipment, products
and food ingredients that you purchase from us and/or our affilidtes as
well as any other amounts due to us and/or our affiliates from you, you
are required to deposit $10,000 with us on signing your lease. We can
apply'all or pertions 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 breach of any agreements, signed with us. If we deduct
any amount from your depesit, we will promptly notify you in writing at
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which time you must replenish the deposit back to $10,000. The payment
security deposit is refundable, without any interest, at the termination
or expiration of youtr franchise agreement.

ITEM 6
‘OTHER FEES
__Type of fee, .. Amount ‘ _Due:Date. Remarks |
Royalty Fee 3.5% of Gross - Payablé o6n of See Note 2 for the
‘ ' ''Sales before Wednesday definition ‘of
each week based ©©n | Gress Sdles.
Net Sales during
‘the prior Monday -
Sunday. 1
I We require payment
‘ by electronic
' funds transfer
(“EFT™) .
Marketing Eee 2% of Gross Sales | Same as Royalty This fee is due
' Fee and payable at the
‘ Ssame time and in
\ the .same manner as |
Royalty Fee.
. We may charige at
| any £imé at our
| discretion the
| amount of the
 Marketing Fee on
' 30 days written
| notice.
Also see Note 2.
Training of Presently $SOD‘per 'Before start of You must pay
Additional day; amount is - traindng. training fees for
Persgqnel (More based on current any additional |
 than 4) and Each | rate. training requested
| Replacement T
:‘Manageﬁi Refresher | by you or training
" and Adwvanced ' for Replacement
 Training Coukses | { Managers. ‘
| |
l 'Also see Note 3.
Audits Actual cdst of " Immediately upon If we audit you
audit plus | receipt of bill and find that you
interest at the ~ understated the
maximum rate ‘Gross Sales by 2%
allowable by law ‘ '@r more; you must
reimburse us for
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the cost of thé
audit,

Transfer Feé (Area
Development)

Transfer fee for
wransfer of area
development rights
is 25% of the

| Development. Fee.

Before transfer

Aﬁea‘Development

. Agreemeént defines

the term

 “transfer”

(Single Unit)

then current
Initial Franchise
Fee, whichever is
greater

of a fee.
|
Tramsfer Fee | 810,000 or 50% of | Before transfer ' Franchise

Agreement. defines
what, events are:
“transfer”
requiring payment
of a fee:

1

‘Renewal Fee

One-half of the
then-current
initial franchise
fee

' Before renewal

You will only need
to pay this fee if
you rerew the

' Franchise

Agréemént. There
is no renewal
iinder the Area

' Development
ﬁAgreement_

. Alternative

Supplier Testing
Fee

Baseéd on our
actual cost

| Whent appfoval of
1 an alternate

supplier is
~requested by you.

This covérs the
costs of testing

hew products or’

inspecting hew
suppliers you

Dpropaose.

‘Interest on

Understatéd Sales

2.0% per month or

. the maximum ratée

permitted by law,

| whichever is less

1f ¥ncurred, on
'demand

‘Interest on indeft-
reported. sales
runs from the date:
you should ha¥ve

' made your payment
| until the date you
_pay us.

Interest on

 Overdue Payments

- 2..0% pér month or

the maximum rdte

petmitted by law,
whichever is less

If payments are
more than 7 days
overduie, on demand

Interest on late
payments runs from

' the date you

should have made

| your -payment, until

the date it is
received by us.

Insurance Cost ard prémiums, | If incurred, on If you do not
plus interest on | demand Obtain or maintain
our outlay and a insurance icoverage
reasonable and we choeose to
administrative fee do so en your
i i that we will set behalf, you must
\ reimburse us )
Indemnity / Will vary undetr If incurred, on ,You must reimburse |
10
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Cclrcumstdnces

demand

us for the costs
‘We incur if we .are
sued or held
liable for claims
that arise from
your opération of
the Franchised
Business or in
connection with
any offer of your
securities, o6r for
costs associated
with defending
claims that you

1 used the

trademarks in an
unauthorized
manner

Testing

Costs Qf testing
($1,500 - $2,000)

‘If‘incurred7 on

| demand

This covers the

costs of testing
néw products or
inspecting new
suppliers you
Propose .

Computer. systems,
POS. system,

| maintehance and
support

!

- Costs of service
$1,300
per year)

If incurred, on
demand

This covers

. computer system
' (including POS

sy§tem) support
and ongoing
development and
software upgrades
tHat outside
vendors will
charge

kRemodéling,
 decoration,
structural changes
for remewal of
franchise
agreement

| Cost's. as incurred,

| Bbut not to exceed

$70, 000

If incurred; on
demand

' required,

You may be
as a
condition for

. renewing the

agreemnent,
- undertake

franchise
to

rémodeling and
decoration of your

Coffeehouse,,.

inecluding
structiral
changes, ‘to meet
with our standarzd
requirements

existing at the

time of renewing

' the franchise
| agreement,

|

| Secufity Deposit
(Franchise
Agreement)

‘On. Requeést.

You are regiired

'to deposit this

améunt with us as
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| termination or

. agreement without

partial security
for paymetit of
amounts due to us
of our affiliates.
If we @pply all or
portions, we will
notice you in
writing and yow
must then |
replenish the
deposit back to
$10;, 000..

Refundable upon

expiration .of the
franchise:

interest less any
deductions for
paymeénts owed. to
us.

‘Product and Supply
Purchases

Varies based on
order

| As incurred

You pay for

products, supplies\

and other items
purchased from us,
according to our
then current
pricing schedules.

I Extension Fee

$500

extension to
identify a
location, sign
your lease and/ox
open for business

'

When requesting an |

Payable if you ask
us for an
extension

Collectieh CosEs

Will vary under
circumstances

As ingurred
|

| You pay all
collection costs,

attorneys fees and
court Costs we or
our affiliate
ihecurs for

collecting amount:s !

owed to us of our
affiliate

Costs and
Attorneys Fees

| Will vary under

circéumstances

As inhcurred

Awarded to
prevailing party

Note 1: All fees are payable to 13 and are non-refundable.
time, we impose fees uwniformly, unless otherwise indicated:

At this
However,

we retain discretion to reduce fees in individual cases 'in our

discretion.
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NOTE 2: "Gross: Sales" means dll Sales you make from the operation of
your Tom N Toms Cofféehouse, including but not limited to, sales from
delivery services and the retail value of all food and other
merchandise of‘any'kindispld thiough coupon redemption of otherwise
given away for which reduced or no cash is received except sales taxes.
The Ffanchise Agreements requiresrpaymeﬁt by electronic funds transfer
("EFT") .

Although we are not currently collecting Marketing Fee, if we resume
collection in accordancé with, this Item 6, we may increase ‘the
Marketing Fee up to0 a maximum of 2% of yolr Net Sales. Increases
become effective on at least 30 days written notice.

NOTE 3: We ceonduct initial training at theé training center .im Los
Angeles, California where our headquarters is currently located oér at
an alternate location in thé United States that we specify from time to
time.

NOTE 4: We previously charged fees in connection with Design and
Conceptudl Drawing services as well as the Construction and Inspection
Supervision servieces. 1In an effort to provide mote flexibility to our
franchisees in selecting their preferred serviéé providers and to help
redice thé initial financial burden for our franchisees, wWe have
decided to remove these fées. However, this changé does not impact our
work with olr franchisees and their nominated service providers,
including general contractors and architects, to ensure that the design
and. construction proécéss is conducted. fully in accéordance with our
standards and requirements of a‘T@m'N“Toms'Goffeehouse,

ITEM 7
ESTIMATED INITIAL INVESTMENT

This chart estimates your initial investment for one Tom N Toms
Coffeehouse located in an ihelineJin-cap location ih a shopping or
retail genter, with approximately 1,000 te 2,500 square feet for the
Coffeehouse..

L | o= . e | R

| Type xof Expendxtuxe r,'{’\uinioﬁht er “Mathod of ' iuﬂ*ﬁhen Due_‘

\ oo T 0 T baymene T

i In:.,txal Franchise $’v20,‘;0:00 Lump sum At 51gn1ng,of

| Fe@ (1) Franchise Agreéement.

'Real Estate $6,000- As arranged When Incurred Landlord,
Security/Utility $§12,000 Government
Deposits, Licenses : Agencies

and Prepaid Fees
(2) (10)

13
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Equipment & $68, 000~ As arranged | Whén Incurred | suppliexs
Furniture (3) $80,000 ‘ 1
| Leasehold 1 $204,000= IAs arranged | When Incurred ‘ Us and
' Improvements. (4) $262,000 it ; | Suppliers
. I .
Opening Inventory | $12,.900- As arranged Whén Incurred ‘Slppliers and
| (5) { $23,:000 Franchisor
Insurance '(6) $5,.500- As arranged Wﬁen Incurred, ) Insurance
$8,.300 Provider
Signage, Meru Board | $10,000- As arranged | When Incurred = Suppliers
7) $20, 000
| : 1
Payment Security $10, 000 " Lufip: Sum | Uponn signing ®f the Us
Deposit (8) ‘ | Lease
| Grand Opening 1 %1,000- ‘fAS arfanged | When Incurred ' f Suppliers
| Promotion (8) $2, 000 ‘ \
|"cash | $8:, 000~ ‘As. arranged ‘ When Incurred Suppliers
'Registers/Other ~ | $10,000
' Office Equipment
£9)
Additional. Funds - '$15, 000~ As arrandged When Incurred Employees and
3 months {(11) $30, 000 Suppliers
TOTAL BASIC PACKAGE, | $360,400- T
$477,300 ‘
(excluding |
real ‘
T estate)
1. ‘The; Imitial Franchise Fee is non-refundable. All other fees are alsé nén-

refundable. Tf you sign the Area Development Agreement, you musdt. pay us a‘deyelopment,fee
'equal, to the sum of (i) 100% of the Initial Franclise Fee ($20,000) for the first
Coffeéehouse to be developed iinder the Area Development Agreément; and (ii) $10,000 of the
Initial Frdanchise Fee payable for each sutceeding Coffechouse to bée deéveloped under the
sdme Area Development Agreefent. This development fée is§ credited towards the Initial
Franchisé Fee required to be paid under each franchise agreement, and .each $10,000 you
pay for the 'second and afy subsequent Coffeehouses as part of the development fee shall
be credited towards the initial franchise fee due for such Cofféehouses. The development
fee is calculated in the same way for all franchHiseées entering into Aréa Development
Agreeménts, but the actual dellar amount. paid will vary depending on the number of
Coffeehduses you agree to develop.

2. A 'Tom N Tems Coffeenhcuse occupies approximately 1,000 to 2,500 square feet of space.
At your reqiest, our staff who is famili'ar with commercial real estate contracts and
terms can assist, at our discretion, in identifyifg a suitable location and 'negotiating
lease: térms 'with the landiord. The terms of the lease and the amount of theé. ménthly
lease. payment and security deposit will likely depend on ‘the geographic location and size
and condition of the premisés and the demand for thée premises by other prospective
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tenants. These recurrihg overhead costs cannot be éstimated. You will lease space from
the owner of the mall or retail centef on terms negotiated and decided by you and the
owner. The lowér figute contemplates a security deposit equal to one mofith’s rent and
the higher figure‘contemplates‘a security deposit equal to: two months.

3. This incliides all kitchen equipment/fixtures as well as dindtig; tdbles and chairs,
which may be supplied by cur authorized vendors in Kored. At your request, we will
provide a full list of items to be suppliéd by our: authorized vendors in Korea im ofder
that you can take into account the delivery time and potential for delay when'plannfng
your storée development. Be that &5 it may, we will work closely with you in scheduling
the delivery iof these itéms in order to minifmize ahy delay that may be c¢auséd by -any
disruption in the delivery schedule.

4. 'Leaséhoid,imprdVGment‘and constructicn costs vary significantly depending on the
condition, location, size and configuration of the Coffeehouse premises, the layout of
the mall or retail center, and other factors rélating to the geographic Yocation of the
business, suppliers, govérnmént regulations; labor costs and other considerations. You
will contract direétly with the: architect, construction contractor‘and‘possibly other
construction suppliers on teérms negotiated by you. In dddition, to ensure that ‘the
design, Tease improvements and construction. of your Coffeeliousé comply with the
applicable design and drawings and meet with our Eequired standards and specifications,
our officeér in charge of Coffeechousé design and construction will éénduct an on-going
inspection and supervision ©f the entire constriction process for your Cofféehouse.

5. This includes food and Beverage products, paper prodicts, utensils, cleaning
supplies, and printidg and other supplies, ineluding without limitatiof uniforms.
6. You ‘must obtain and miaintain certain types ard amounts of insurance. (See Item 8).

Insurance cosits depend on policy 1limits, type of policies; nature and wvalue of physical
asséts, gross revenud; the humber of employees, squaré footage, location, biisineéss
contents, and other factors bearing on ¥isk exposure: The estimate contemplates
insyrance costs for 3. méhths.

7. The lower figure contenplates one menu board and. orné store front signdge. The
higher figure is fof one menu board and two stere 'signage.
8. ‘This amount secutes yolr :future payment obligations for equipment, products and/ox

food ingredients that you purchase fréom us or our affiliates as wall as any other amounts
due to -us and/or our affilidtes. We will apply all or portions of this deposit to pay
amounts: not paid as and when dué from you. We can .also dediiét fees from ‘thi's, deposit for
any damages we incur from your breach of any agréements signed with us. If we do deduct
any amount from your deposit, we will promptly notify you in writing at which time you
must replenish the deposit back to $10,000. The payment security deposit is refundable,
without any interest, at the términation or expitation -of your franchise agreement..

9. This money covers your Grand Opening promotion and fitst 3 months of marketing.
You must: spend, this amount on y@ur‘éoffeehouseﬁ including newspaper, direct mail
advertising, and promotionail items and food; such as menu brochures and promotional
flyers.

10. This includes POS system, printer; DVR (includes BC), and other cffice équipment.
11, ‘This category inhcludes an estimate of security deposits, utility depositsy

telephone services, food sérvicé licenses and other prepaid fees ‘that you will be
required to pay.

12. Beginning with our first Tom N Toms Coffechouse which opened in 2010, we have
relied on Sur experiences in devélqpihg and operating the Cofféehouses to compile these
éstimates. This itel éstimates your fnitial start up expenses (other than the items
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identified separately in the table). These expenses include payroll costs but hot any
draw «©or salary for you. These figur63vare.e§tima§es, and, we cannot -guarantee that you
will not have additional expenses starting the businéss. Your costs. depend on how much
acumen; local -economic conditions; the local market £or your products and services; the
prevailing wage rate; competition, and theé sales level reached during the initial period.
e do not provide direct or .indirect financing to :cur franchisees.

ITEM 8
RESTRICTIONS ON SOURCES OF PRODUCTS: AND SERVICES

A. Uniformity of Operations

The goal of uniformity of operations is part ¢f the Tom N Toms
System. Toe achieve this, our Qpérations Manual centains mandatory
specifications pertaining to all aspects of Coffeehouse operations.

We have specifications for all beverage and complementary food
prodicts sold at Tom N Tems Coffeehduses, cooking equipment; food
1§reparationrmethods, recipes and ingredients, We state all
specifications, and we will identify designated suppliers In the
Qperations Manual. We may revise the specifications and designated
'suppliers through written bulletins or suppléments to the Operations
Manigal at any time.

Aftetr you sign thé& Franchise Agreement, we will, furnish you a list
of designated and fecommended suppliers. Except for items we identify by
designated supplier, you may purchase all goods, services, eguipment,
suppliés, fixtures, furnishings and inventory that we require you to. have
to operate your Tom N Toms Coffeehouse from any supplier we recommend or
from any alternative supplier whom you propese and which wé approve in
writing following the procedures we specify below.

B. Obligations to Purchase Items and Services from Designated
Suppliers

You must operate the Coffeehouse according to our System Standards,
which regulates, among other things, the types, models and brands of
fixtures, furniture, equipment (including a required or récommended
computer, facsimile machine; and poeint of sale information system),
furnishings and signs (collectively, “System Assets”), Proprietary
Products, Branded Products, and other food products, and supplies
required for the Coffeehouse.

In the casée of Proprietary Products and Branded Products, suppliers
will be limited to us, our affiliates and/or other specified exclusive
sources designated by us (collectivély “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 Products and
related services in order to protect our trade secrets and know-how,
assure a reliable supply of products that Weet our standards, achieve
better terms of purchase and delivery service, centtol usagé of the Marks
by third partie§, dnd monitor the manufacturé, packaging, processing, and
sale of these items. Many of the equipment. and supplies that coiprise
System Assets, Proprietary Products or Branded Préducts are purchased
from Désignated Suppliers located in Asia, including Korea, China and
Taiwan; and these items generally take 30-40 days to be delivered. In
the case of System Assets items other than Proprietary Products and
Branded Products, suppliers could, at our option, be limited to
Designated Suppligers or from our list of specified exclusive suppliers,
in which you would have to buy such other items only from those sources.
We have the absolute right to limit the supplietrs with whom you may deal.
We will identify all Designated Suppliers and respective prodacts and
services. in the Operations Manual or other written communications. In
additien to the Proprietary Products and Branded Products, you currently
must buy all of your Coffeehouse’s -equipment requirements from our
Designated Suppliérs to maintain the quality of the goods; products and
services that Tom N Toms Ceffeehouses sell to the customers. Théere are
presently ne suppliers in which an officer 6f our company owns an
interest.

C. Procedure for Approving AitérnatemSugpliers

If we institute any type of restrictive soureing program (which, as
noted abeve, we will do for Proprietary Products, Branded Products, and
the Coffeehouse’s equipment‘and may do for othef items), and you want to
use ‘any 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, yoﬁ first
must send us sufficient information, specifications; and samples so that
we can. determine whether the item or sérvice-complies‘wigh Systen,
Standards or the supplier meets approved siupplieéer criteria. We may
charde you or the supplier a,reQSQnablé‘£Ee'fbr the: evaluation and will
notify you of decision to approve or deny the propeséd supplier within 30
days after we receive all requested information and complete the required
testing. We periodically will éstablish procedures for your requests and
may limit the numbér of approved items, services, and/or suppliers as we
think appropriate.

Supplier approval will depend on product quality, delivery
frequency .and reliability, sérvice standards, fihancial capability,
customer relatiens, concentratien of purchases with limited suppliets to
obtain better prices and service, and/or a supplier’s willingness to pay
us and/or our systéii for the right to do busineéss with our system,
Supplier approval may be temporary until we evaluate the supplier in more
detail. We may inspect a proposed supplier”s facilities during and after
the approval process to make sure that the supplier meets our standards.
If it does not, we may revoke our approval by notifying the supplier and
you in writing. We have no obligation to approve any reguest for a new
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supplier, product or setr¥ice.

D Payments and Other Consideration from Approvéd or Designated
Supplies '

We and any other affiliate have the right to receive payments or
other considerations from our approved suppliers on accournt of their
dealings with you and char‘frahchise owners and to usé all amounts that
we and our affiliates receive without restrictions (unless we and our
affiliates agree otherwise with the supplier) for any putposes we and our
affiliates deem appropriate. Presently, thére are no such consideraticdns
paid to us from any Designated Suppliers of services or products; and we
have no reveénues 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 thosé we approve‘as‘optionalfsupplEEfs‘on account of
the suppliers transactions with our franchisees or affiliates that own
Tom N Toms Coffeehousés. We also may receive revenue on acc¢count. of our
direct sales transactiéns with franchisees.

We may receive repates from suppliers from whom we 6r you make
purchases for our or your operation of Tom N Toms Coffeehouses. We
retain thése benefits. Likewise, if ybu receive a rebate direetly from
a designated, recommended or approved .supplier, you may retain it.

In ‘the future, we may receive a promotional allowance, ngbater
ingéntive payment or material non-cash benefits from approved or
Designated Suppliers on account of transactiens with Tom N Toms
franchisées. If a suppliler pays consideration on condition that we
apply it for a spegific purpose, like advertising, then the sums we
receive will go inte the Marketing Fund (sée Item 11). Rebates and
other c¢ash consideration that are earmarked%for‘advertisihg purposes or
as a promotional. allowanhece: that suppliers pay us or our affiliates for
our operation of Tom N Toms Cofféchouses will also go into the Marketing
Fund. If funds a supplier pays us or our affiliates are not earmarked
for advertising purposes, then we may use ﬁhé‘funds‘ﬁbr‘anyﬂpurpose.

Our parent, Tom N Toms USA, Inc., is an approved supplier of
certain of our proprietary and trademarked restaurant supplies sold to
franchisees. TIn the Yeaflendinngecemben 31, 2017, our parent’s
revenues from the sale of such supplies; to franchisees was $78, 675+35,
which makes up 15.55% of its total revenme of $505,833.85 for 2017. You
can eXpéct items purchased or leéaséd in accordance with our
specifications will represent approximately 60% to 70% of total
putchases you will make to begin operations of the busifiess and
approximately 40% to 50% of the ongoing costs to operate the business.
We currently negotiate purchiase arrangements with suppliers (including
price tetrms) for Trade Secret Food Préoducts, Branded Products, thé Tom N
Toms Coffeehouse’s equipment;, building supplies, and signage. However,
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we do not provide material benefits to you for using designated or
approved sources .or suppliefrs. There is no supplier in which an officer
of the franchisor owns an ‘interest,

E. JInsurance

Before opéning your Tom N Toms Coffeehousé you must purchase and
throughout the term maintain insurance policies meeting our
specifications which we provide to you after you $ign thé Franchise
Agreémént. At this time; we require at a minimum (i) comprehensive
general liability insuranéé with a limit of Two Million Dollars
($2,000,000) combined single limit (ingluding broad feorm contractual
liabdlity); (i) workers compensation insurance as required by law:
(iii) general casualty inhsurance for the full replacemenht value of the
Tom, N Toms Coffeehouse and its céntents; (iv) Builder's All Risk
insurance during construction and renovation work; and (v) any
additienal insurance required by law. We may modify our minimum
insurance reguirements, establish and change deductible limits, and
require you to carry additional forms of insurance oh reasonable written
notice. Premiums depend on the ihsurance carriexr’s charges; terms of
payment and your history. @All insurance policies must name us as
additional insuréd party.

F. Additional Disclosures.re:,PUrchasingJArranggmeﬁts_

No other purchasing atrangements 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 te the Operations Manual.

G. Stopping Sales and/or Deliveries..

We can stop selling and or delivering any or all goods and/or
services to you if any payment is past due more than 14 days. This may
impact your operaticn because our decision to stop selling and/or
delivering goods does not excuse you from the obligation to comply with
the Franchise Agreement and all aspécts of our system,and does hot
modify our other remedieés for your breach and/or failure to comply.

ITEM 9
FRANCHISEE'S OBLIGATIONS

THIS TABEE LISTS YOUR PRINCIPAL OBLIGATIONS UNDER THE FRANCHISE
AND OTHER AGREEMENTS. IT WILL HELP YOU FIND MORE DETATLED INFORMATION
ABOUT YOUR OBLIGATIONS IN THESE AGREEMENTS AND IN OTHER ITEMS OF THIS
DISCLOSURE DOCUMENT.
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I Item(s) in
‘ Disclosure
Obligation Article/Section in Agreements Document.
a. Site selectién and ' FranchiSe5Agreement: II and VII e, 7, 11
acquisition/lease | Area Development Agreement: ITI
b. PBre-opening Erénchise\Agreemeﬂt: I1, VII, 7, 8, 11
Il putchases/ leases VIIT and IX
c. Site development Franchise Agreement: II, VI, 7, 8, 11
and other pre- VIII and IX
opening 1
requirements
1d. Initial and ongeing _Erahchiée Agreement: TI, IV, VI 7, 11
training and XX
€. ‘Opening | BEranchise Agreement: II, VI and | 11
‘ VIT ‘
f. TFees Franchise Agreement: Vv, VIII, 5, 6, 7, 11
IX, XI
3 and XX
| Area Development Agreement: IT
‘ ] and III
; g. Compliance with Franchise Agreement: IV, VIII, 8, 11, 16
standards and XI and XV
policies/Operating ‘
Manual
| h. Trademarks and Franchise Agreement: III, VIII 13, 14
proprietary and. XI
information Area Development Agreement: VII
i. Restrictions on | Frahchise Agreément: VIT 8, 16
products/ services | Area Development Agreemént: VII
offered
j. Warranty and None None
customer service
requinemenEs \ 7 ,
k. Territorial Area Development.Agreementv IIT 12
development and
salés .quotas )
{1l. Ongoing ‘ Franchise Agreement: VIII 8, 16
produtt/service
purchases 7 ]
m. Maintenance, Franchise,Agreement: VITI and N 11
appeardnce and XV
YXemodeling
requirements
n. Insufrance Franchise Agreement: XTI 7
0. Advertising Franchise Agreement: IX 6, 7, 11
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{ Item(s) in |
| Disclosure |
obligation Article/Section in Agreements Document
p. Indemnification Eranchise Agreemerit: XITI | 6
1‘Are'a DevelOpmeanAgreement: XIVI
g. Owner's Franchise Agreemert: VIII and 15
participatien/ XIX
managEmen;/staffing 1 Area‘DeveLQQmeﬁt Agreement: VII
'r. Records/reports Franchise Ag;eement: X 6
ls. Inspectién/audits Franchisé Agreement: VII and X 6, 11
Area Development Agreement: XII
€. Transfer Franchise Agreement: XX 6; 17
Area Devielopment Agreement: XI
u. Renewal Franchise Agréementgilx 6, 17
Area Development Agreement: V
V. ,Rﬁst—teﬁmination Franchise Agreement: XVIII 17
obligations ~‘Area Development Agreement: X
w. Non-cempétition ‘  Franchise Agneemént: XIv 17
‘ covehants Area Development Agreement: XII 7
' x. Disputé resolution Franchise Agreement: XXX 17
Area Development Agreement: XIX

ITEM 10
FINANCING

We do not provide, directly or indirectly, any financing to you.
We are unable to estimate whether you will be able to obtain financing

for ahy &r all of your investmént and, if o, the térms of ‘finaneing.

do not guarantee your ndtes, leases or other oebligations.

ITEM 11.

We

FRANCHISOR'S ASSISTANCE, ADVERTISING, COMPUTER SYSTEMS AND TRAINING

Except as
assistance.

disclosed,

‘wer need not provide you with any

A.
For Area Development Agreement
1. We will grant to you exclusive rights to a Development Area

within which you will assume‘the<responsibility to eStablish and operate
an agreed~upon number of Goffeehouses witthin the Development Af¥ea under
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sepdrate Franchise ‘Agreements

2 It is our standard procedure to have you identify and select
a sité for the Tom N Toms Coffeehouse on your own. However, we will
review the site you select for conformity to our standards and c¢riteéria
for poténtial sites and, if the site meets our criteria, approve the site
for a Coffeehouse.

3. We will pnovideiYQu'wiEh‘standard specifications and layouts
for building and furnishing the Coffeehouse.

4, We will review your site plan and final build-out plans and
specifications for conformity to our standards and specifications.

5. We will conduct one on-site evaluation, as we deem advisable,
as part of ocur evaluatioén of the site for a Coffeehouse.

6. We will provide such oeother resources and assistance as may' be
developed and offered to our area developérs.

For Franchise Agreement

1. Give you our site Selection criteria for the Coffesghouse.
The site must meet our criteria for demographlc characteristics, traffic
patterns, ‘parking, character of nelghborhood competition from and
proximiﬁyrtO‘other businesses, the nature of other businesses in
proximity to the site and other commercial characteéristics,; and the size,
appearance and -éther physical characteristics of the proposed site. We
will accept or deny a location you propose for the Coffeehouse within 30
days after we receive the complete site réport and other materials wé
request. We do not guarantee the success of any site ox any lease.

2. Our represéntative will assist you with the purchase of
equipment, signs; fixtures and opening inventory and supplies, but we
will not install these items. We will assist you.in‘setting up accounts
with approved suppliers who are familiar with our specificatioens and will
provide you a copy of such spe&ifications.

3. Give you mandatory and suggested specifications and layouts
for your Coffeehouse, includihg requirements for dimensions, design,
image; interior layout, decor,; fixtures, equipment, signs, furnishings
and celor schéme. All architectural designs for the kitchen of the
Cofféehouse are required té position the refrigeration of the milk
adjacent to the e&ffee machine.

4, Train you and your manager. This ttaining is described in
detail later in this Item.

5. We will loan you a copy of (or provide you electronic access
to) onr Confidential Operatiers Manual, containing the uniformed
stanhdards; 'specifications and other requireménts for operation of your
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Coffeechouse.
6. We will provide assistance and guidance on yéur initial
opening of the Coffeehouse, including dispatching 6f our representative

to help with the openings:

B. After Opening

1. We will provide guidance and advice to you regarding
operating isisues concerning the Coffeehouse disclosed by reports you
submit or .inspections. we make.

2. We will give you guidance on standards, speecifications and
operating procedures and methods used by othér Tom N Toms Coffeehousés
in the System; néw recipe items, menu variations; foadxptepara@ion and
display methods; purchasing required fixtures, furnishings, equipment,
signs, products, materials and supplies; advertising and marketing
programns; émployee training; and administrative, bockkeeping and
accounting procedures. This guidance will, at our discretion, be
furnisshed in ou¥ Operations Manual, bulletins or other written
materials and/or during telephone consultations at our office or the
Coffeehouse,

3. We will réview and approve or disapprove of proposed
advertisingfmaterials prepared by you for use in local advertising.

4. We will inspect and obseérve the operations of the
Coffeehouse from time to time to determine whether you and the
Coffeehouse are complying with the Franchise Agreement and all ‘System
standards.. The details of inspections will be furnished in our
Operations Manual.

5. Administe€r the advertising fund in thelmanner described in
the: Franchise Agreement.

6. We will provide anoing'initial,tr&inihg:pfognamy and we will
also offer advanced and refresher training for managers.

7. We will update periodically the Operations Manual, as needed,
to incorporate new developments and changes: in the System, and will
provide you a copy of all updates.

8. In our discretion, at any time, without prier notice, we may
delegate performance of our duties to our affiliate operating in your
market. These duties: may include conducting inspections and prowiding
consultation and advice. )

C. Advertisinggand Marketing Fund

We will establish an Advertising Fund (the “Fund”) for such
23
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adyertisingy.marketing and public¢ reéelations programs as we, in our sole
discretion, may deem necessary or appropriate ‘to promete Tom N Toms
Coffeehousés., We will administer the Fund &s follows:

1. We will direet all advertising and public relations programs
financed by the Fund, with sole discretion of approval over agencies,
spokespersofis, creative concepts, materidls, and media placements and
allocations used in the programs. The Fund will establish dnd maintain
an on-line presence. The Fund may be used to pay the costs of
researching, preparing, maintaining, administering and directing
advertising and promotional materials and programs (including the costs
of preparing and\conducting television, radioe, magazing, newspaper,
diréct mail and coupon advertising campaigns. and other public relations
activities; employing advertising agencies; providing a toll-frée number
for prospective: customers to call for referral purposes; and previding
promotienal brochures and other marketlng materials to franchisees in
the System). @Also monies. in thé Fund mdy be used to cover
administrative eests and overhead we may incur ineluding salary costs of
employees working fotr the Fund; up to 15%. You must participate in all
adﬁerﬁiSing,and public relations programs instituted by the Fund. Aall
Coffeehouses owned by us or our affiliates will contrﬁbute to the Fund
on the same basis as you. See Item 6 £6r the amount you are requitred to
contribute to the Fund.

2. The Fund will be accounted for séparately from our cther
funds. We may spend in any fiscal year an .amount greater or less than
the aggregate contribition of all Coffeehouses to thée 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 causé the Fund to invest.
any surplus for fiature use by the Fund.

3. You authorize us to coellect for remission to the Fund .any
advertising or prometional monies or credits offered by any suppller
hased upen your purchases. Any &dvertising or promotienal moniles or
credits we collect from ahy sSupplier based upen your purchases will not
be credited toward your required contribution to the Fund..

4, A statement of moniés collected and costs incurred by the
Fund will be prepared annually by us and. will be furnished to you upén
written réquést. We will have theé right to cause the Fund t¢ be
incorporated or operated through an entity separate from us at such time
as we deem apprgp;i&te? and such successor entity will have all our
rights and duties.

5. The Fund i§ intended to maximize récognition of the
Proprieta;y Marks and patronage 'of GoffeehoUSes.generally. 'Although we
will endeavor to utilize the Fund to develop advertising and marketing
materials and programs, and to place advertiginq; in order to benefit
by the Fund in or affectlng‘any geographlc‘area are prepo:tlonate or
equivalent to the contributions to the Fand by thé Coffeehouses
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operating in that geographic area or that any Cofféehouse will benefit
directly or in preportion to its contributien to the: Fund from the
development of advertising and marketing materials or the placement of
advertising. Your failure to deriwve any such benefit, will not serve as.
a basis for a reduction or elimination of your obligation to contribute
t® the Fund. We have no fiduciary obligation teo you or any ether Toem N
Toms Coffeehouse in connection with the establishment. 6f the Fund or the
collection, contrel or administration of menies paid into the Fund.
Exceépt as expressly provided in the Franchise Agreement, we assiime no
direct or indirect liability or obligation to you with réspect to the
maintenance, direction, or administration of the Fund-:

6. Sifcé the Fund is not yet established as of the effective
date of this Eranchise Disclosure Document, Ho mohey'haswbeén céllected
or spent by the Fund. The Fund may pldcé 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;égencies. No money- will be
spent by the Eund to sdlicit mew franchisees. '

D. Local Adveértising
1. You may, at ydur own cost, dewvelop promotional materials and

advertising for local use. Before distributing or publishing any
advertising or promotiocnal materials you create; you must obtain our
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 credte to us, witheéut
compensation. You must permit us, the Advertising Fund and other Tom N
Toms! franchisees we authorize;, to use these materials without
compensation.

2. All advertising, promotieh and marketing must be completely
clear and factual and not misleading and cenform to the highest
standards of ethical marketing and the premotion policies which we
prescribe from timé to time. You may not use any advertising or
promotienal materials that we have not approved, have disapproved or
that do not include the copyright registfétion notices and trademark
registration notices we designate.

3. To apply for approval, you must submit a copy eor transcript
of 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 receive
our written disapproval in 15 Dusiness days, the materials are deemed
to be approved, unless we request a reasonable extension of time,. If
you use materials we approwe, you must use thém in the exact form in
which you submitted them to us. You retain discretion over all
decisions which concern or affect the prices 6f goods or services you
sell.
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E. Advertising Cooperativés/National Advertising Council
1. We may establish advertising cooperatives comprlsed of

groups of franchisees within regions or areas we designate, and may
modify bounddries of these groups in our discretion; effective oh
writtenh noticesx You must participate in any advertising cooperative
which encompasses ydur territory. The members of eéach cooperative will
adeopt governing rules and voting procedurés and determine procedures
for asééssing members; howevef, weé may approve theseé rules and
procedures and any améndments. If any of our affiliates owns a
Coffeehouse within the boundaries of a cooperative, it will contribute
to the cooperative at the lowest percentage centribution rate that any
‘Tom N Toms frédnchiseé in the same cooperative then pays and will have
‘the same ‘Voting rights as franchisee members..

2. Each, cooperative's members and elected officers are
Tesponsible for the cooperative's administration. The cooperative must
obtain our written approval of the copy and proposed media or method of
distribution fOr.advértising and promotion it creates, following the
same procedures you must follow for materials you create, as described
above. The cogperative must assign to us any copyright, trademark or
service mark rights in any materials it creates, witheut compensation;
and permit us and other Tom N Toms franchisees which it authorizes to
use these materials withHout compensation.

3. We may require a cooperative to merge with another
cooperative serviéing an adjacent or proximate area, or to subdivide a
coopérative into smaller groupirigs. Weumay disselve a cooperative when
we Simultaneously dissolve all advertising cogpéeratives. FEor example,
we may determine it is preferable to ¢eéntralize all group advertising
activities under the Marketing Fund. Advertising cooperatives must
prepare guarterly and annual financial statements, which need not be
audited, and make them available te all cooperative members and us. We
Haveée no present plan to sell goods or services to any advertising
cooperative. '

4., At this time, there is no advertising council of franchisees
that advises us regarding advertising and. promotional programs or
poiicies for Tom N Toms Coffeehouses generally. We do not currently
require franchisees to participate in a local or regional advertising
cooperative. No local or regional advertising cooperative exists in
our system at this time. '

F. Operating Manual

Attached as Exhibit “E” is a copy of the table of contents of our
current Operating Manual, which indicates the number of pages devoted
to each topi¢ and subtopics in the Operating Manual.
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G. Information SXSteﬁ/cash=Rggister/Computer System

1. You must purchase, use, maintain and update your software,
computer and other POS systems that meet our specificatiens and
requirements. There are no contractudl limitations on the frequency
and cost of upgrades and updatés to the systems or programs. You must
comply with our then-current terms of use policies and any othetr
requirements regarding any inter/intranet sites we establish for
Coffeehouses. We have présently approved INT, Inc. as the supplier for
this system, and théy are located at 2223 Crenshaw Blvd., Los Angeles,
CA 90016, and they can be contadcted at (323) 737-9777. This supﬁlier
will install and test out the hardware and software for the computer
system to ensure that it is in proper working condition. We reserve
the right to replace the abgve supplier and appoint a hew supplier or
suppliers &s we deém necéssary at our discretion.

2. ‘The cost of purchasing the required system is éstimated to
range: between $8,000-$10,000. The estimated annhual cost of optional or
required maintenance, updating, upgrading or support contracts is
approximately $1,000-$1, 300.

3. You must obtain and maintain at your own expense accounting,
sales, reporting and records retentien systems conforming to the
requirements set by us. We reserve the right to use, and to have full
access to, all your cash registers; computers and any other systems,
and the information and data they contain. Weé may charge a reasoénablé
fee for the license, modification, maintenance or support of Software
or any other goeeds and/or services that we furnish Eb'you in comnection
with any of the systems.

4, We may introduce to the System additional computer softwarée
and ‘hardware (including POS ahd additional back office systems) which
you must purchase, use, maintain and update at your expense, as
specifigations and requirements ‘may bé modified over time. 1In some
cases; these components may only be available through us or approved
vendors., You will be responsible for paying all supplier and/or
ligeénsor (which may ineclude us) charges for use, maintenance, support
and/or updates £o any future required systems. We do not have a
contractual obligation under the Franchise Agreement to provide any
maintenance; repairs, upgrades, -or updates on any software or hardware.
There are no cohtractual limitations .on the freguency and cost of
upgrades:amd/or updates to the systems or programs.

53 You will use the computer for basic accounting practices;,
receiving and responding to emails, submitting monthly reports. We

will have access tQ.all>data captured by these ¢omputers. There is rno

contractizal limitation on our use of the data, although any usé by us

shall be for reasenable business purposes.

7. We do not warrant of Have any responsibility for the
software or hardware you must obtain. 7Any warranty you may have on
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equipment or software will be limited to that provided by the
applicable manufacturer or licensor.

H. Site Selection and Opening

1. It is our standard proceduré teo have you search, identify
afid seléct thé site for the Tom N Toms Coffeehouse. Our site
acceptance is based on residential population, traffic counts and
patterns, competing establishments, median income levels, availability
of parking, rentdl and lease terms,. physical corifiguration of thé site
and growth trends in the area. We must approve any site selected, but
our comsent will not be unreasonably withheld. If you cannot find a
suitdble site within twelve months (or eightéen months, if you request
and receive an extension) frém signing the Franchise Agreement, we can
terminate the Franchise Agreement and keep the Initial Franchise Fee.,

2. We estimate that there will be an interval of nine to twelve
months bétween the execution of the Franchise Agreement and thé opening
of the Tom N Toms Coffeehouse, but Ehe,interval‘may vary based upon
such factors as the location and condition of the site, the
construction schedule for the Ceffeehouse, the exterit to which an
existing location must be upgraded or remodeled, the delivery schedule
for equipment and supplies, delays in securing financing arrangements
and completing training and your complianége with local laws and
regulations. You may not open the Coffeehouse for business untilsy (1)
‘we approve ‘the Coffeehouse as developed acecording to our specifications
and standards; (2) pre-opening tralnlng has been completed to our
satisfaction; (3)% the Initial Franchise Fee and all other amoéunts then
due to us have been paid; and (4) we have been furnished with copies of
all required insurance policies; or such other evidence of irisurance
coverage and payment of premiums as we Feduéest. You must open the Tom
N Toms Coffeehouse for business at least five days after we notify you
that the Coffeehduse is ready to open unless there are c1rcumstances
beyond your control. We must approve any -délay in opening of the
Coffeehouse with.approVal to be reasonable in nature.

T. Training

1. Our new franchisee training program consists of twelve (12)
days of instruction by our current mariagement team .concerning all
aspects of the opération and management of the Franchised Business.

The training includes review and discussion of the Confidential
Operations Manual and all aspects of the operation of your business.
The training should be: scheduled near the time of the completion of the
construction of your Tem N Toms Coffeehouse and after hiring your key
employees. :

2. Tbe‘traiﬂing‘wili také plaece at our business located in ILos
Angelés, California, or at .another location eor locations as we may
designate and will be conducted'by our Ceftified‘instnuctons, We ‘may

t

28

Page 34 0f 228



training programs as we shall from time to time reasdnably prescribe
arid complete the programs to our satisfaction.

refresher courses, but not exceeding $350.00 per day.

There may be a fee for

primarily to compensate the personnel who teach the courses and to

defray the expenses of such courses,

A person who has successfully

completed our néw franchisee training program must at all times
actively supervise the operation of your Tom N Toms Coffeehouse.

3. For all required initial'training courses,
instructors and trdining materials.

at nme charge to you,

The fee will be

we will provide,
You will be

responsible for all other expenses which you or your employees incur

for tHe purpose of this training,

ledging, meals and wages.
Manager.,

practicable.

If you need to'£Eplace‘your:DeSigﬁated

including the cost of transpertatien,

the replacement Designatéd Manager must attend .and complete
the suppleméntal training program to our satisfaction as soon as 1s
For this training, we charge a Supplemental Training Fee:

to train replacement Designated Managers, which is currently $350.00

per day.

4. You .are responsible for the recruitmént and hiring of all of

your employees.
Coffeehouse employees.

You are also responsible for the training of all
For your GCeffeehouse,

ene Of our

representatives will advise and assist you in opening the Coffeehouse
by coordingting your pre-opening actiwvities and being available to

assist with your operations for up to seven (7)

your Coffeehouse.

5. We will be available to comsult with you and/or your

Designated Manager by telephone, Monday through Friday 8:00 a.m. to
(Los Angeles, Califo¥nia time), with respect to all aspects

6:00 p.m.

of starting and operating your Tom N Toms Coffeehouse,

days for the opehing of

6. Listed below iS a chart showing cur tentative training
schedule, the principal instructors, the instruetional material you will
use, and the lecation of the training:

TRAINING PROGRAM
- ‘ Y "Hours 'of * N
BRI T Glaéﬁroam -
B ubject S 1 il 4
L e 1‘. . . }Iraznlng i
ISR R (Note {1y " i
biiiengtati'on 1 [0} 5Corp"¢1:at;e Training
[|Facility
Concept, History,Bisiness Model 1 0 Corporate Traifning
Facility
Human ReSources Management 2 0 @o:porate ‘Tra",i‘n:i,ng
Facility
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definitivé starting and stopping times..

supervised by our experienced corporate trainer.

Customer Service and Sales 4 Fertified Training
Techniques faciiity
Food Breparation 45 [Certified Training
‘ [Facility/ Gorporate
| Training Facility
Menu/Plate Presentation 4 Certified Tréining
| Facility/ Corporate
i Training Facility
Product Ordering - 4 lcertified Tpaiﬁing
Specifications and Inventory [Pacilityy Corporate
Control Traiming Facility
Equipment Usage énd,Maintenénce 16 Certified Training
Facility/Corporate
) fraining Facility
Farkéﬁiﬁg ahd Advertising 0. Certified Training
Facility/ Gorporate
Training Facility
Quality Standards and Store 7 Certified Training
Sanitation Facility/ Corporate
) Train¥ng Facility
Total 80 ‘
7. Bll agpects of training are integrated. There are no

The training program will be
We can require that

you and/or your Manager attend additional and/er refresher training
programs, ipc¢luding national and regional cenféerendes, conventions and
meetings, as we may reasonably require, t6 correct, improve and
enhance your operations, the Systém, and its members at our corporate
headquarters, with durations hot longer than 3 days and not mere than
2 times fn any givén year. You will be responsible for all travel,
living, incidental and other expenses for you and your personnel
attending optional or mandatony training programs; seminars or
meetings. We may charge a reasonable fee for any training program,
conference, conAventien or other events. -

ITEM 12
TERRITORY

A, Déscription of Your Territory

Area Development. Agreement

1. Under the Area Development Agreement, weé grant you the right
to develop and operate the number of Tom N Toms Coffeehouses in the
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Development Area that is specified in the Development Schedule, which is
an exhibit to the Area Development Agreement. ‘The Development Ared is
typically described in terms of municipal or county beundaries but may
be defined as a specified trade area .in a municipality er an area having
a radius of a specified distance based on a specific reference lecation
tand, if .necessary, fufther specified_by a map on which such Devel¢pment
Area is marked, but in any event the minimum area fof any Development
Areéa shall be 10 square miles). The actual size of the Development Area
will vary,; for example, .an area within 5 mile radius from your first
Coffeehouse o an entire municipal. city, depending upén the availability
of contiguous markets; our long-range develepment plans, your financial
and operational resources, populativh and market conditions. Our
designation of a particular, Development Area is ROt an assurance or

‘warranty that there are a sufficient number of suitable sites for Tom N

Toms GoffeehouseS'in,the;Development Area for you to meet your
Development Schedule. The résponsibility to locate and prépare a
sufficient number of suitable sites is solely yours, and we have no
obiigation to approve sites which do not meét our criteria in order for
you to meet ‘the Development Schedule.

2. Subject to Exceptiéns and Resérvations as described below,
during the term of the Area Devélopment Agreement, we and our affiliates
will not (i) solicit or accept orders from the Development Area or (ii)
opefraté or grant a franchise for the operation of Tom N Toms
Coffeehouses to be locatéd within the Development Area. However, we
have the right to terminate this exclusivity if you .are not in full
compliance with all of ‘the terms and Gonditions of the Ared Develeophment
Agreement and all of the Franchise Agreements executed under it.

33 To maintain your rights under the Area Develgpnient Agréement
you must have open and in operation the cumulative number of Tom N Toms
Coffechouses set forth on the Development Schedule by the dates set
forth. in the Development Schedulé. Failure to do so will be grounds for
either a loss of exclusivity or a termination of the Area Development
Agreement ..

q, In additien; upon the earlier of the expiration of the term
of the Area Development Agreement or upon your executien of a Eranchise

Agreement for the last Tom N Toms Coffeehouse to be‘dévelopeﬁ“within the

Development Area, your exclusive rights under the Area Development
Agreement with respect. to the Developmént 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
Coffeehouses within the Development Area. This right will be Subject
bnly to the territerial ;ights7under the franchise agreenients entered
into by you for the Tom N Toms Coffeehouses in the Development Area.

The Develéopment Area may not be altered uriless we and you mutually agreé
to do so. It will not be affected by your sales volume. Except as the
Area Development Agreeément grants, you the right to acquire the Optioned
Outlets described above, you are‘nptrgrantedjany other option, right of
first refusal or similar right to acquire additional Tom N Toms
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Coffeehouses in your Development Area under the Area Development
Agreement.

Franchise Agreement

5. Under the Franchise Agreemént we grant you. the right,to
operate: a Tom N Toms Coffeehouse at a specific locatien and within a.
specified area (“Your Territory”). If your Tém N Toms Coffeehouse is
located in a Business Zone, Your Territory will be an area of 0.2 (two-
tenths) of one mile from your Tom N Toms Coffeehouse. "Business Zone"
refers to an area concentrated with high-density commercial businesses,
and we alone décide whether to dgs&gnaﬁe an area as a Business Zone,
¢considering demographi¢ factors which we identify in the: Operations
Manual or otherwisé in writing to you. If your Coffeehouse is not.
within a Business Zone, Your Territory will be an area measuring 0.5
mile from\your“Tom N. Toms Coffechouse.

6 . Subjeéct to Exceptions and Reservations as described below,
during thé term of the TFrancliise Agreement, we and our affiliates will
not (i) solicit or accept orders from Your‘$é££itbry\or (id) operate or
grant a franchise for the operation of Tom N Toms Coffeehouses té be
located within Your Territery. However, we have the right to terminate
this exclusivity if you are not in full compliance with all of the terms
and corndifrions of the Franchise Agreemeﬁtﬁ

7. We. determine the boundaries of Your Territory after we
approve your franchise locatien. We first determine whéther the
approved location qualifies as Business Zone, and then present you the
proposed boundariés of Your Territory based on that decision.
Relocarion of your Coffeehouse requires our prior written approval.

B. Excéptions and Reservations

The territorial.rights we grant you for yeur Tom N Toms
Goffeehouse are exclusive in nature as described above for the Franchise

Agreement and Area Development Agreement subject to these exceptions and

réservations. We and our affiliates retain all rights with respect to
Tom N Toms Cofféchouses, the Preprietary Marks, and any qoods and
sérvices anywhere, includings:

1. Pre-packaged meniy items under the Marks or other names sold
to independent restaukants, convenience stéres, grocery stores,
specialty food stores, and departmént stores which sell beverages or
related foed items in Your Territory. This iméans, for example, we may
prepare and sell on the third-party’'s premises fréshly—prepéredy
beverage and food items under the Tom N Toms hame or other names; wWe may
also sell from these locations specialized beverage and food items, or
bottled or packaged under the Tom N Toms label or other labels.

2. Menu items sold at Tom N Toms Coffeehouses, or operate [(or
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permit others to operate) Tom N Toms Coffeehouses or cofféeehouses under
other names which predominantly serve similar meni items at, or in, any
airpert, rail or bus terminal, stadium, amusement. park, publinpark;
theater, military base; hospital 6r health care facility, educational
facility, high density office locatien or other mass gathering place
even if located, entirely or partially, in your territory:

3. Menu items under the Marks or under other names from mobile
units of cartsy, kiosks, 'vending machines, or other mobile or stationery
devices which occipy less than 100 sguare feet and arée in your territory.

4. Advertise and promote the sale of, ard sell, menu items s¢ld
at Tom N Toms Coffeehouses through the’/Internet or by using any other
public computer network, electrenic: communication method or by mail
order, catalog 'sales or comparable methods that solicit ordérs and
business from customers without requirihg the customer's physical
presence in a Tom N Toms Coffeehouse to complete the transaction.

5. We may engage Ok let others engage in the abové activities in
your territory without paying you any compensation or any other
consideration. We will use Teasonable effortss to try and resolve
conflicts between franchisees regarding territorial rights. At this
time we have no formal griévance procedure..

6. We reserve all other distribution rights that we do not
expressly grant to you. By distribution rights, we mean all forms and
channels of distribution, regardless of whéther we use the method now or
adépt it in the future. Channels of distributien includé the Internet,
catalog sales, telemarketing or other direct marketing sales,

Technology may yield new channels of distribution. The kinds of

reserved activities which we of our affiliates may engage in within your
territory or development territory might include, directly or through
one of our affiliates, selling products and services of any kind,
ingluding, without limitation, freshly-prepared beverageée and food items
under the Marks or other names, through retail and wholesale channels of
distribution, including by means of thé Internet and mail order catalégs,
in addition to sales through independent.cofféehouses, convenience
stores, grocery storés, specialty food stoeres and departmént stores.

7. We do net restrict advertising and publiecity you conduct for
your franchised business in your territory. Likewise, we and otHér
franchisees may conduc¢t advertising and publicity of ours and their Tom
N Toms Coffeehoiises in your territoery. You and any Tom N Toms
franchisees are not permitted to maintain a separate Websité and to
advertise and promote their Tom N Tems Coffeehousé on the Internet or
usihg dny other public computer network..

c. Additional Disélosures re Territory
1. The Franchise Agreement lets you engage only in retail
33
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transactions of authorized gocds anhd services to custemers for their own
use and for their own consumption at your Tom N Toms Coffeehouse. You
may not. engage in wholesale sales without our prior written consent.
"Wholesale sales" inciudes the sale or distribution of merchandise or
products to :a third party for resale, retail sale or other method of
distribution. You may not engage in trahsactions with cusStomers that do
not take pldacé on the premisés of your Tom N Toms Coffeehouse.

2. Unless we ‘consent in writing, you do not feceive the right to
acquire additional franchises within the territory we assign to youf Tom
N Toms: Coffeehousé. Your franchise rights are not coentingent on
achieving any minimum sales level or other sales or marketzpenetratipn
contingency.

3. We and our affiliates have the right buf ne current plan to
operateé or franchise other businesses selling 6r leasing similar
productss or servicés wunder different trademarks.

ITEM 13
TRADEMARKS

1. The follgwing trademark has been filed and registered with
the United States Patent and Trademark Office (“USPTOY):

TRADEMARK | sTaTUS | REGISTRATION | REGISTRATION
DATE NUMBER

' REGISTERED Now. 11, 2011 |353031%

TOM N TOMS ' ' REGISTERED | Jam. 10, 2012 | 4082449
TOM N TOMS COFFEE 'REGISTERED Mar. 13, 2012} 4111818

REGISTERED Mar. 19, 2013 | 4305946

TOM N TOMS COFFEE REGISTERED {Mar. 19, 2013\‘43@5947

2. Do Kyun Kim, the founder and majority shareholdér of Tom N
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Toms Heldings Co., Ltd., an affiliated company of ocurs, is the
registered owner for all of the marks identified above and has granted
us the exc¢lusive license te use and licensé the above trademarks in
the continent of North America, including but not. limited to United
States, and we in turn will grant you .a nen-exclusive right to use
them as well as other tradémarksy service marks, ‘trade names and
commercial symbols we may authorize in the future (collectively, the
“Marks") .

3. Your use of the Marks and any goodwill is pursuant to a
license granted to you under the Frarchise Agreement and you retain. no
further rights in the Marks. You also Tetain no rights in the Marks
upon éxpiration or termination of your Franchise AgfeeﬁEnt“ You are
riet permitted te 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 presently identified by the Marks, including the adoption
of new‘Marké, new products, new equipment.or new techniques and you
must adopt the changes in the System. You must comply within a
reasonable time if we fotify you to discontiniie or modify your use of
any Mark. We will have no liability or oébligation as to your
modification or discontihlatice of any Mark.

4. There afFé currently no effective material determinations by
the United States Patent and Trademark Office, the Trademark Trial and
Appéal Board, the trademark administrator of any state, or any court,
or any pending infringement, opposition or cancéllation proceeding, -or
any pending material litigatien, inveolving the Marks. There are
currently no agreements in effect that significantly limit our rights
to use or license the use of any Marks in any mannér material to the
franchise. There are no superior prior rights or infringing uses
actually Known to us that could materially affect your useé of the
Marks.

5. We are not obligated to protect you against infringement or
unfair ¢éompetition claims arisihg out of your use of the Marks or to
participate in your defénse or indemnify you. We reserve the right to
control any Litigatién related to the MakaV and we have theasoié
right te decide to pursue or settle any infringement actions related
to the Marks. You must notify us promptly of any infringement or
unauthorized use of the Marks that you may become aware. If we
determine that a trademark infringement action reguires changes or
substitutieons to the Marks, you must make the changes or Substitutions
at yoeur own -expense, )

ITEM. 14
PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION

1. There are no patents!oi\ebpyrights‘CWrnentlyiregistered
‘that are material to the francliise.
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2. Our Manual, other manuals, training material, merchandise.
and vendor lists and updates, action plans, and other directives
contain material whiech we consider to be trade secrets. TWe claim
trade sec¢ret and copyright protection for these manuals and matérials
although we have not filed any cérresponding applications ¢oncerning
them. You have to follow our direction in protecting the manuals and
other trade secrét material from unauthorized disclosure. You muast
use our proéprietary materials only as we direct.

3. We can reguire your managers and supervisors to sign a
confidentiality agreeéement in which they promisé to keep all of our
proprietary information confidential and to follow our directipns
iégérdingfits use:.

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

1. If you are an individual, you must. devote full time and
attention to supérvising all administrative and operational activities
of your franchised business at thé franchise loecatioen.

2. If a legal entity owns the franchise rights, likeé a
corporation, partnership or limited liability cempany, the person who
owns‘a;GOﬁBrgiling interest in the entity's equity or voting rights, or
a general partner, must devoeté full time and attention to franchise
activities.

3. You must respond to our communications: and requests for
information within time frames we request.

4, You must staff your Tom N Toms Coffechouse with at least 1
"Approvéd Manager." An “Approved Manager is a full-time empldyee with
‘mahégement responsibilities whoe has successfully‘ccmpleted'the manager.
training segment &f the initial trainiﬁgjprogram and any mandatofy
supplemental management glasses. You (or the petrson whHo owns a
controlling interest in equity or voting interésts of an entity, or the
general parther 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 €mployées to our training programs.

TITEM 16
RESTRICTIONS ‘ON WHAT THE FRANCHISEE MAY SELL

1. You must operate your Tom N Toms Coffeehocuse in accordance
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with the System standards (including required products and services).
We have the right, without limitation, to change the types of products
and services that jyou are authorized to sell at our sole discretion:

2. There are no restrictions on the customers to whom you can
sell the products at your Tom N Toms Coffeehouse. However, you may
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 our prior written approval. You must purchase, use
and offer each of and ohly the types, brands and quality of products
and §eérviceés we designate. The Franchise Agreement dllows you to
operate one Tom N Toms Coffechouse at the franchise location only, and
nowhere else, except with our prior written approval.

3. You must operate your Tém N Toms Coffeehouse all days and
during the minimum hours we prescribe in the Operations Manual, wunless
docal conditions, like terms of your lease, reqpire‘diﬁfErent
days/hours or you obtain our prior written consent. Your operations
must comply with all laws, inéluding,‘but not limited to, laws on
packaging,; labeling, health and sanitation, environmental waste, and
the 1ike. You must investigate these laws and ensure compliance,

4, Any variation ‘from our mandatory requirements requires our
prior>writ£en,approva14 We grant approval bnly.in‘eXCeptional,cases in
our. discretion. Granting an exceéption to another franchisee does not
reqguire us to dgrant you that er ahy'exceptiom.

5. We may add to, medify or discontinue the approved list of
ménu items, ingredients; preparation processes, or other goods and
services you must offer, We communicate changes by written bulletin or
revisions to the Operations Manual. There is no limit on our fFight to
impose these modifications. You will beé given reasonable time: (at
least 30 days) after notice from us to implement changes and stop
selling particular items which we delete frem the appioved%list.

ITEM 17
RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION
'THE: FRANCHISE RELATIONSHIP
This table lists important provisions of the franchise and related
agreements pertaining to ‘renewal, termination, transfer and dispute

resolution. You should read thésé provisions in the agreements attached
to this Franchise Disclosure Document.
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FRANCHISE AGREEMENT

Article in 5
Franchise
| Provision ‘Agreement : Summary
a. Térm of the ‘ IV 110 years
franchise ~
b. TRehewal or Iv  One.addiEi®nal,term of 10
extension of the years
term ‘
¢. Requirements for IV You have, been,in substantidl
you to renew or feémpliance‘with\agréemeﬁt,
extend pay renewal fee. You may
have to remodeél the Outlet,
at,yOUI expense, and‘signva
! Eranchise, Agreement ih
| effect at the tine of
“ : 'renewal which may contain
| materially different terms
‘ and conditions than ‘the
agreement you signed
‘ originally.

'd. Termination by you | Noné The Franchise Agreenent does
not provide for this. But
you may seek to terminate on
dany grounds available to you

7 ) under applicable law.
j‘e. ‘Terminatien by uas None

withgut cause N

f.. 'Termination by us XVIT We can terminate only if you
with cause commit any one of several

| listed violations

g. “Cause” defined = XVIT 30 days. for operatiéns
defaults which can. defaults, 30 days for
bée cured monetary defaults, 24 hours

for health code violations
h. “Cause” defined - XVII Conviction of a felony,
defaults which abandonment, unapproved
cannot be ¢ured transfers, bankruptcy;
asgsignment for benefit of
;creditorsq repeated
| violations
38
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‘ Article in
‘ Franchise
i1
Provision '~ Agreement ‘Summary
i. Your obligations on XVIII Pay outstanding amounts, de- “
termination/non- identification, return of
renewal confidéntial information and
teélephone numbers (see also
below)

,j. Assignment of ! XX No restriction en ocur right

contract by us to assign. However, no
-assignment will be made
, €Xcept Lo an assignee who,
! | in our goed faith judgment
1 1is willing and able to
assume our obligations under
the Franchise Agreement
k. “Transfer” by you - | XX, | Includes trahsfer of
definition | contract of assets or any
‘ ownetrship change
l. Our approval. of ‘ XX Wé have the right to approve
transfer by you all transfers, our consent
d not to be unreasonably

‘ I withheld

 m! Conditions for our XX Transferee qualifies, all
approval of amounts due aré paid in
transfer full, transferee completes

M training, the greater of

‘ 'Transfer Fee of $10,000 or

'50% 6f then-current Initial
Frahchise Fee paid, then-
current contract signed
n. Our right of first ' XX We can match any offer
refusal to acquire :
your business \
©. Our option to XX | we can buy the business on
purchase your ‘ termination or non-renewal
business fo¥ the formula price
‘ déseribed in Article XX

‘ p. Your death or | XX and XXI Franchise must be assigned
disability to approved buyer within 12

months or transferred to an

i heir or repr-‘e"rs\entagtive;

: g. Non-competition XXIV Can’t divert. business o=r
Covenanhts during || operate a competing business
the term of the | anywhere
franchise -
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Article in

Franchise
Provision Agreement Summary

r. Non—éompetition' XXIV \No.gompetingibusiness for
covenants after the  two years; within 10 miles
franchise is | of any other Outlet
terminated or
expires

s. Modification of the XXXIL No modifications generally
agreement but Operations Manual

' subject to change. Revisions
' to the Operations Manual
|will not utireasonably affect
. yeur obligations, inc¢luding
 economic requirements, under
' the Franchise Agreement

t. Integration/merger XXXIT Only the terms of the
clause Franchise Agreement are

binding (subject to state
law) . Bny representations or
promises. ocutside of the
disclosure document. and
franchise agreement mdy not
| be: enforceable.

u. Dispute resolution XXX Except. for certain claims,
by arbitration of all disputes must be
mediation | arbitrated in California

(subject to state law)

v. Choice of forum AXX Arbitratien in Califoernia
{subject to state law)
Choice of law ®XTX €alifornia law applies

(subject to state law)

AREA DEVELOPMENT AGREEMENT,

Section in

Page-46 of228

Area
Dévelopment
Provision Agreement ‘Summary
‘a. Tetm of the Area VI Length of the Develcocpment
Dévelopment Schedule, which can be as
Agreement short as thrée years or as
'lodg as 20 years
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Section in
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Area
Development
Provision Agreement Summary
b. Renewal or v After all Outléts Have been
extension of the | 'developed, we will negotiate
term ; 'in goed faith another Area
| Dévelopment Agreement
<. Reguirements for v There ate none
you to renéw or
‘ extend I
{d. Terfmination by you None | The Agreement does not
‘ | provide for this. But you
may seek to termihaté on any
grounds available to you at |
law
'e. Termination by us None
without cause
f. Termination by us IX We can terminate if you
with cause commit any one of several
listed violatioehs, which
cinclude failure t6 meet the
development schedule,
| unauthorized use of the
1 Proprietary Marks, sale of
, competing products, failure
\ to make required. payments,
‘ ‘illegal assignments, making
1 of material
misrepresentations, failure
to obtain approwval for a
site, any other breach of
the agreement o6r a
bankruptcy
| g. ™“Cause” defined — IX These are listed in this
' defaults which g¢an Section
be cured
h. “Cause” defined - IX These are also listed in
defaults which this Section
cannot be cured
i. Your obligations on X  Stop selecting sites, can’t
tetminatioen/non- open Outlet
renewal |
41
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Area
Development
Provision Agreéﬁent, Summary:
fj. Assigrnment of XT No. restriction on eour night
' contraect by us to assign. However, no
assignment will be made
except teo an assignee who,
in our good faith judgment,
| is willing and able to
assume pur obligations under .
the Area Development.
Agreement
ks “Transfer” by you - XI | Includes transfer of any
‘ definition | interest in the Area
Development Agféement ‘
'1. Our approval of XT We have the right to approve
\ transfer by jou all transfers, our consént
not to be unreasonably
withheld
m. Conditions for our XI Conditions for transfer
approval of ‘include not bheing in
transfer })defaultv all debts are paid,
| the buyer meets our current
‘ criteria for new area
I developéers, execution of a
‘:general release (whgwé
legal), payment of 25% ‘
| transfex feé (25% of ‘
! development fee), buyer
personally guarantees all
obligations
n. ©Our right of first XI We have the right t6 match
refusal to acquire the offer '
your business
©. Our option to None
purchase your
business
' p. Your death or XI Option passes to estate
disability ‘ )
gq. Non-competition XIT . Can’t divefrt business or
| covenants during operate a competing business
| the. term of the anywhere
franchise
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'‘Section in

lawy

Area
‘Development
Provision Agreemernt Summary
'r. Non=competition XII ) N6 competing business for
‘ covenants after the twod years and within a 10
! franchise is mile radius of any Outlet
terminated or
expires
s. Modification of the XVIII No modifications except by
agreement mutual agreement of the
partiés. Revisions to the
Area Development Agreement
will not unreasoﬁably affect
your ebligations, including
e&driomic requirements under
the Area Development
| Agreement.
t. Integration/merger XVIII Orily the terms of the
clause ;‘Eranchise-kgréément are
x‘binding (subiecdt to state
law) . Any representations or
promises outside of the
‘ disclesure document and
franchise agréement may not
' be enforceable.
| u. Dispute resolution XIX ExCept for certain claims,
by arbitration or all disputes must be
mediation | arbitrated in Califorhia
 (subject to state law)
v. Choice of forum XIX | Arbitration in California
(subject to state law)
w. Choice of law XVIIIT ‘California. (subject to sState

ITEM 18

PUBLIC FIGURES

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

ITEM 19

FINANCIAL PERFORMANCE REPRESENTATIONS

The FTC's Franchise Rule permits a franchisor to provide
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information about actual or poténtial financ¢ial performance of its
franchised and/or franchiser-owned outlets, if there is a reasénable
basis for the. information, and the infermation is included in the
disclosure document. Financial performance information that differs
from that ineluded in Item 19 may be given only if: 1) a franchisor
provides the actual records of an existing outlet you are considering
buaying; or (2) a franchisotr supplements the information provided in
this Item 19, for example, by providing information about possible
performance at a particular lecationvok under particular circumstances.

We do not make any representations about a franchisee's future
financial performance or the pdast financial performance of company-
owned, affiliate-ownéd or franchised Tom N Toms Coffechouses. We do
not authorize our employees or representatives to make any such
representations either orally or im writing. But if you are
purchasing an existing Tom N Toms Coffechouse from us or anm affiliate
of ours, we may provide you the actual records of that Tom N Toms
Coffeehouse. 1If you receive any other finanéial performance
information or projections of your future income, you should report if
to our management by contacting Mr. €heolku Lee, General Manager of
Tom N Toms Franchise, LLC, 3435 Wilshife Blvd., Suite 2090, Los
Angeles, CA 90010, (213) 908-6829, the Federal Trade Commissicn, and
the approptriate sState regulatory agencies.

ITEM 20
OUTLETS AND FRANCHISEE INFORMATION

Item 20(1) Table -
Systemwide Outlet Summary
For years 2015 to 2017

Outlet Type Year “ Outlets at ‘ Outlets at | Net Change |
the Start of | the End of
] | i the Year the Year
Franchised | 2015 1 1 0
2016 1 1 0 ‘
2017 1 2 +1 |
Company or | 2015 | 12 9 -3
Affiliate- 2016 ‘ 9 6 -3
Owned | 2017 | 6 | 6 0
Total 2015 13 ‘ 10 , -3
Outlets 2016 10 ‘ 7 ‘ =3
2017 7 8 ' 41
44,
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Item 20(2) Table -
Transfers 6f Outlets from Franchisees, to New Ownérs (other than the
Franéhisor)
For years 2015 to 2017

State ‘ Year Number of
Il 3 . Transfers
California 2015 \ 0 ;
2016. 0
2017 0
Total 2015 0
2016 0
‘ 2617 0

Item 20(3) Table ~
Status of Franchised Outlets
For years 2015 to 2017

State Year :Out‘l‘ets: Outlet | Termi- - Non- R‘e-\' Ceased Outlef
T‘ at Operied | nation | Renewal | acquired | Opera- at the
| ‘ Start ‘ by | ‘tioAs- | end of
! of Year | Franchi- Other the |
” | | sor Reasons | Year

CA 2015 1 1 1 0 0 0o 1

2016 | 1 0 0 0 0 0 Y

| 2017 | 1 1 0 0 0 0 2

Total 2015 1 1 1 (o) o 1 1

s 2016 1 0 0 0 o 0 1

2017 1 1 0 0 o I 2

Item 20(4) Table —
Status of Company or Affiliaté Owned Outlets
For years 2015 to 2017

State f“ Year | Outlets | Outlets Outlets Outlets Outlets | outlets '
at ‘Opened | Redcquired | Closed Sold to at. the |
Start. from | Franchisee ‘ end. of |
| of Year  Franchisee | | | the
' Year
l
1
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ca | 2015 | 12 0 0 3 | 0 9
20i¢ | @ 0 ) 3 0 6
2017 6 1 ] 0 1 6
Totals 2015 12 0 0 3 o 9
2016 9 0 0 3 0 6
2017 6 1 0 1 6
Item 20(5) Table. -
Projected Openings As of Dec. 31, 2018
State | Franchise Projected New | Projected New |
Agreeménts Signed | Franchised Outlet | Company-Owned
But. OQutlet Not ‘ In The Next Outlets In The
Opernied Fiscal Year Next Fiscal
' Year
California ) Vv 1 0
Total 0 ‘ 1 ' 0

If you buy Tom N Toms franchise; your contact ihférmation may be
disclosed to other buyers when you leave the franchise system.
Because Tom N Toms Cofféeeheuse franchise has yet to be offered, there
is no available list of current franchisees or any franchisee who had
a Coffeehouse terminated, canceled; not renewed, or otherwise

voluntarily or involuntarily ceased te deo business during the most

recently completed fiscal yéar or who has not ¢ommunhicated with the
franchisor within 10 wéeks of the disclosure document issuance date.

In some instancés, current and former franchisees sign provisiohs
restricting their ability to speak openly about: their experience with
'Tom N Toms franchise. You may wish to speak with current and fotmer
franchisees, but be awaré that not all such franchisees will be able
te communicate with yeu. During our last 3 fiscal years, we haye hot
signed any confidentiality clauses with current or former franchisees
which restrict them from .speaking openly with you about their experience
with us.
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ITEM 21
FINANCIAL STATEMENTS

|
Attached to this Disclosure Document as Exlibit H is our audited
financial statements as of December 31, 2015, December 31, 2016 and
December 31, 2017. Our fiscal year end is Deécember 31st,

ITEM 22
CONTRACTS.

All agreements proposed £o6r usé in this State are &ttached to this
Franchise Disclosure Document as follows:

EXHIBIT C- Franchise Agreement
EXHIBIT D- Area Development Agreement

ITEM 23
RECEIPT

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

STATE ADMINISTRATORS/AGENTS FOR SERVICE OF PROCESS

CALIFORNIA

Department of Business Oversight
Suite 750

320 West 4th Street

Los Angeles, CA 90013

(213) 738-2741
Toll Eree No.: 1 866 275 2677
Agent: California Commissioner of
Business Oversight

HAWAII

Securities Examiner
1010 Richards Streéet
Honolulu, Hawaii 96813
(808) 548=2021

Agent: Director of Hawaii
Department of Commerce and
Consumer Affairs

ILLINOIS

Franchise Division

Office of Attorney General
500 South Second Street
Springfield, Illinois 62706
(217) 782-4465

Agent: Illinois Attorney General
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Office 0f the Attorney General
Securities Diwvision

200 st. Paul Rlace

Baltimore, Maryland 21202-2020
(410) 576-6360

Agent: Maryland Securities
Commissioner

200 st.. Paul Place

Balgimore, Maryland 21202-2020

MICHIGAN

Consumér Proteetion Division

Antitrust and Franchise Unit

Michigan Department of Attorney
Genetral

670 Law Building

Lansing, Michigan 48913

(517) 373-7177

Agent: Michigarn Department of
Commerce Corporations and
Securities Bureau

MINNESOTA

Minnesota Department of Commerce
85 7t" Place East, Suite 500

St. Paul, Minnesota 55101-2198
{651) 2'96-4026

Agent: Minrnesota Commissioner of
Commexrée



INDIANA

Franchise Section

Indiana Securities Division
Room E-111

302 West Waghington Street
Indianapolis, Indiana 46204
(317) 232-6681

Agent: Indidna Secretary of State
' Indiana Securities Divisdion
201 State House
Tndianapclis, IN 46204

NEW YORK

‘Bureau of Investor Protection and

Securities

New York State Department of Law
23rd Floor

120 Broadway

New York; New York 10271

(212) 416-8211

Agent: New York Secretary of
State

NORTH DAROTA

Office of Securities Commissioner
Fifth Floor

600 East Bouleward

Bismarck, North Dakota 58505
{701) 328-2910

Agent: North Dakota Securities
Commissioner

OREGON

Department of Insurance and
Einance

Corporate. Securities Section
Labor and Industries Building
Salem, Oregon 97310

(503) 378-4387

Agent s Directer of Oregon

Départment of Insurance and
Finance
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NEBRASKA

Nebraska Department of
Banking and Fihahce

1200 N Street

P.0. BoxX 95006

Lincoln, Nebraska 68509-5006

SQUTH DAKOTA

Division of Securities

c/o0 118 West Capitol
Pierre, South Dakota 57501
(605) 773-4013

Agent: Director of South Dakota
Divisioen Securities

TEXAS

Secretary of State
P.0O. Box 12887
Austin, Téxas 78711

VIRGINIA

State Corporation Commission
1300 East Main Street
Richmond, Virginia 23219
(804) 371-9@51

Agent: Clerk of the State
Corporation Commission



RHODE. ISLAND

Divisieon of Securities

Suite 232

233 Richmond StEéet
Providence, Rhodé Island 02903
(401) 222-3048

Agent: Director of Rhodé Island
Department of Busiress Regulation

WISCONSIN

Securities and Franchise
Registration

Wisconsin Securities Commission
P.0O. Bokx 1768

Madison, Wisconsin 53703

(608) 266-8559

Agent: Wisconsin Commissioner of
Securities
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WASHINGTON

Pirector

Department of Einahcial
Institutions

Securities Divisdion

P.O. Box 9033

Olympia, Washington 98507
(360) 902-8760

Agént: Securities Administrator,
Director of‘Department of
Firnancial Institutions



EXHIBIT B

STATE SPECIFIC ADDENDUM
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California

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

Neither the franchiser nor any person identified in
Item 2 of this Disclosure Document is subject to any
currently effective order of any hational securities
association or mational securities eéxchange, as defined in
the Securities EXchange Act of 1934, 15 U.S.C.A. 78a et
seqg., suspending or expelling the person from membeérship in
the association or excharge.

California Business and Professiéns Code §§ 20000
through 20043 provide rights to the franchisee concerning
termination, transfer or non-renewal of a franchise. If
the Franchise Agreément contains a provisioen that is
inconsistent with the law, the law will controel.

The Franchise Agreement provides for termination upon
bankruptcy. This provision may not be énforceable 'under
federal bankruptcy law (11 U.S.C.A. Sec. 101 et seq.)

The Franchise Agreéemént contains a covenant not to
compete that contimues after the termination of the
franchise. This provision may not be enforceable urder
Califerrnia law.

Under both the California Franchise Reélations Act and
the Franchise Investmént Law, a provision in a Franchise
Agreement that requires you to waive your rights under
either or both of these laws is void. We will not requést
that you waive your rights under California franchise laws.

Section 31125 &6f the California Coerporations Code
requires the franchiser to Jive the franchisee a spécial
disclosure document before soliciting a proposed material
modification of an existing franchise.

The franchiseé agreement and development agreement.
contain a liguidated damages clause. Under California
Civil Code Section 1671, certain liquidated damages clauses
are unenforceable.

The franchise agreement and development agreement

Page; 58 of:228



requires binding arbitrdation. The arbitration will occur
at Los Angeles, and the arbitrators have theé discretion to
assess the costs of arbitratioen; including reasonable
arbitrators’ and attorneys’ fees in proportions as the
arbitrators may determine. Prospective franchisees aré
éncouraged to consult private legal ¢ounsel to determine
the applicability of California amd federal laws (such as
Business and Professions Céde Section 20040.5, Code of
Civil Procédure Section 1281, and the Federal Arbitration
Act) to anhy provisions of a frarichise agreement restricting
venue to a forum outside the State of California.

You must sign a general release of claims if you renew
or transfer your franchise. California Corporations Code
Section 31512 voids a waiver of your rights under the
Franchise Investment Law (California Corporations Code
Sections 31000 through 31516). Business and Professions
Code Section 20010 voids a waiver of your rights under the
Franchise Relations Act (Business .and Professions Code
Sections 20000 through 20043).

QUR WEBSITE ADDRESS IS HTTP://WWW.TOMNTOMS.COM. OUR
WEBSITE HAS NOT BEEN REVIEWED OR APPROVED BY THE CALIFORNIA
DEPARTMENT OF BUSINESS OVERSIGHT. ANY COMPLAINTS
CONCERNING ‘THE CONTENT OF THIS WEBSITE MAY BE DIRECTED TO
THE CALIFORNIA DEPARTMENT OF BUSINESS OVERSIGHT AT
WWW.DBO.CA.GOV.

ITllinois

Many states have status concerning the relationship
betwéen franchisor and franchisee. 'These Statutes deal
with such matters as renewal and termination of franchises.
Provisions of this sort will prewvail over incensistent
terms in a franchise agreement. Illinois ‘has suc¢h a
statute (915 ILCS 705/19 and 705720) .

The Franchise Agreement provides for termination upon
bankruptéy. This provision may not be eénferceable under
federal bankruptcy law (11 YU.S.C.A. Sec. 101 et seq.).

The Franchise Agreement includes a choice of law
¢lause designating another state’s law as the governing
law. Under Illinois law, a Franchise Agreement may not
provide for a choice of law of any state other than

Illinois. Accordingly, Item 17 w. is amended to state
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“none” under thée heading for “Summary.” The Franchise
Agreement is amended to omit Section XXV.

The Franchise Agreemént requires franchisee to sign a
release of claims as a condition for transfer or renewal of
the. franchise. Under the law of Illinoéis, any provision
that purpefts to bind a person acguiring a franchise to
waive compliance with the franchise disclosure law of
Illinois is void. Accordingly; insofar as the FEranchise
Agreement requires francéhisée to waive franchisee’s rights
under the Illinois franchise law, these requirements are
deleted from the Franchise Agreement. This provision will
not prevent the franchisor frem requiring franchisee to
sign a release of ¢laims as part of a negotiated settlement
of a dispute.

Maryland

The Franchise Agreement provides for termination upon
bankruptcy. This provision may not be enforceable under
federal bankruptey law (11 U.S:C.A. Sec. 101 et seq.).

The Eranchise Agreement says that franchisor may
require franchisee to sign a release of c¢laims, other than
claims that may nhot be waived in advance under applicable
law, as a conditioen of renewal or transfer of your
franchise. Under Maryland law, the release will not apply
to any liability under the Maryland Franchise Registration
and Disclosure law..

Under the Franchise Agreement, franchisee must
disclaim the oeécurrence and/or acknowledge thé non-
occurrence of acts that might constitute a vielatien of the
Maryland franchise law. Theése representatioens are not
inténded to nor do they act as & release, estoppel or
waiver of any liability ineurred under the Maryland
Franchise Registration and Disclosure Law.

Any claims arising under the Maryland Franchise

Registration and Disclosure Law must be brought within
three years after the franchise is granted.

Michigan,
THE STATE OF MICGHIGAN ‘PROHIBITS CERTAIN UNFAIR

PROVISIONS THAT ARE SOMETIMES IN FRANCHISE DOCUMENTS. IF
ANY OF THE FOLLOWING PROVISIONS ARE IN THESE FRANCHISE
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DOCUMENTS, THE PROVISIONS ARE VOID AND CANNOT BE ENFORCED
AGAINST YOU:

(a) A. prohibitien on the right of a franchisee to
jein an association of franchises.

(b) A requirement that a franchisee assent to a
release, assignment, nowvation, waiver or estoppel which
deprives a franchisee of rights and protections provided in
this act. This shall not preclude a franchisee, after
entering inte a franchise agreement, from settling any and
all claims.

() A provision that permits a franchisor to
terminate a franchise prior to the expiratien of its term
except for good cause. Good cause shall. include the failure
of the franchisee to comply with any lawful. provision of
the franchise agreemént and te &ure such failure after
being given written notice thereof and a reasonable
opportunity, which in no éewvent need be more than thirty
(30) days, to cure such failure.

(d) A provision that permits a franchisor to refuse
to renew a franechise without fairly compensating ‘the
franchisee by repurchase or other means for the fair market
value at the time of wexpiration of the franchisee's
inventery, supplies, equipment, fixtures and furnishings.
Persoridlized materials which have no value to ‘the
franchiser and inventory, supplies, egquipment, fixtures and
furnishings not reasonably reguired in the conduct of the
franchise business are not subject to compensation. This
subsection applies only if: (i) f£he term of the franchise
is less than .five (5) vyears; and (ii) the franchisee is
prohibited by the frahchise or other agreement from
continuing to conduct substantially the same business under
another trademark, service mark, trade name, logotype,
advertising or other commercial symbol in the same area
subsequent to the expiration of +thé franchise or the
franchisee does not receive at least six (6) months’
advance notice of franchisor’s imtent not to renew the
franchise.

(e) A provision that permits the franchisor to refuse
to renew a franchise on terms generally available to other
franchisees o©of the same c¢lass or type tinder similar
circumstances. This section does not reguire a renewal
provision.
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(£)y A provision requiring that arbitration or
litigation be conducted outside 'this state. This shall not
preclude the franchisee from entering inteo an agreement, at
the time of arbitratien, to <conduct arbitration at .a
location outside this state.

tg) A provision which permits a franchisor to refuse
to permit a transfer of ownership of a franchise, except
for good <cause. This subdivision doés nét prevent a
franchisor from exercising a right of first refusal to

purchase the franchise. Gooed cause shall include, but 1is

not limited to:

(i) Failure of the proposed transferee to meet
the franchisor’s then-current reasonable qualifications or
standards.

(11) The fact thadt the proposed transferee is a
competltor of the franchisor er subfranchisor.

{1iiy The: unwillingness of ther proposed
transferee to agree ih writing to comply with all lawful
obligations.

(iv) The failure of the franchisee or proposed
transferee tdO pay any sums. owing to thé franchisor or teo
cure any default in the franchise agreement existing at the
time of the propesed transfer. 7

(h) A provisien that requires the franchisee to
resell to the franchisor items that are not uniquely
identified with the franchisor. This subdivision does not.

prohibit a provision that grants to a franchisor a right of

first refusal to putchase the assets of a franchise on the

same terms and conditions as a bona fide third party
willing and able to purchase those assets, nor does this

subdivision prohibit a provisioen that grants the franchisor
the right te acquire the assets of a franchise for the
market or appraised value of such assets if the franchisee
has breached the 1lawful provisions of +the franchise
agreement and has failed to cure the breach in the manner
provided in subdivision (c).

(i) A provision which permits the franchisor to
directly or indiréCtlyrconvey, assign or otherwise transfer
its obligations to fulfill contractual obligations to ‘the
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franchisee unless provision has been made for providing the
required contractual servigces.

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

A FRANCHISE SHALL NOT BE SOLD IN 'THIS STATE WITHOUT
FIRST PROVIDING TO THE PROSPECTIVE FRANCHISEE, AT LEAST TEN
(10) BUSINESS DAYS BEFORE 'THE EXECUTION BY THE PROSPECTIVE
FRANCHISEE OF ANY BINDING FRANCHISE ©OR OTHER AGREEMENT OR
AT LEAST TEN (10) BUSINESS DAYS BEFORE THE RECEIPT OF ANY
CONSIDERATION, WHICHEVER ©OCGCURS FIRST, A COPY OF THE
DISCLOSURE STATEMENT DESCRIBED IN THIS STATUTE.

If the franchisor’s most recent financial statements
are unaudited and show a net worth of less than $100,000;
franchisee has the right to request an escrow arrangement.

Any guestions regarding this notice should be directed
tor
Consumer Protection Division
Attn: Marilyn McEwen
670 Law Building
Lansing, Michigan 48913
(517) 373-7117

Minnesota

The Franchise Agieement requires binding arbitration.
The arbitration will oceur in a state other than Minnesota,
with cests being boerme by the non-prevailing party. Under
Minnesota Statutes § 80C.21 and Minnesota Rulé Part
2860.4400J, this provision may net in any way invalidate or
réduce any of the franchise owner’s rights that are listed
in Chapter 80C. of the Minnesota Statutes.

The Franchise¢Agreement reguires application of the
laws of a state other than Minnesota. Under Minnesota
Statutes § 80C.21 and Minnesota Rule Part 2860.4400J, this
provision may not in any way invalidate or reduce any of
the franchise owner’s rights that are listed in Chapter 80C
of the Minnesota Statutes.

With respect to franchises governed by Minnesota law,
the franchiser will comply with Minn. Stat. Séc. 80C. 14,

‘Page 63.0f 228



Subds. 3, 4, and 5 which require, except in certain
specified cases, that a franchisee be given 90 days notice
of terminatien (with 60 days to cure) and 180 days notice
of non-renewal of the Franchise Agreement.

The Franchise Agreement requires you to sign a release
of claims as a condition of renewing or transferring a
franchise. Minnesota Rule Part 2860.4400J prohibits
franchisor frem reguiring franchisee to sign a release of
¢claims arising under the Minnesota Franchise Law.
Therefore, any release we require you te sign will exclude
claims arising under the Minnesota Franchise Law.

The Franchise Agreement provides that franchisor is
enititled to a temporary injunction or decree of specific
performance. The Franchise Agreement is amended to provide
that we are entitled to seek a témporary injunction or
decree of specific performance if we can demonstrate to a
court of competent jurisdiction that there is substantial
likelihood of franchisée’s breach or threatened breach of
any of the terms of the Franchise Agreement, not that
franchisor is necessarily entitled to obtain this relief.

Under Minnesota law, any claim arising under §80C may
be brought within three years after the cause of actien
accérues. The Franchise Agreement is amendéd to provide for
a three-year period within which to bring any Minnesota
claims.

New York

THE FRANCHISOR MAY, IF IT CHOOSES, NEGOTIATE WITH
FRANCHTSEE ABQUT ITEMS COVERED IN THIS PROSBECTUS.
HOWEVER; THE FRANCHISCOR CANNOT USE THE NEGOTIATING PROCESS
TO PREVAIL UPON A PROSPECTIVE FRANCHISEE TO ACCEPT TERMS

WHICH ARE LESS FAVORABLE THAN THOSE SET FORTH IN THIS

PROSPECTUS.

Except as stated in Item 3 of this Disclosure
Document, neithet the franchisor, its predecessor or
predecessors nor any person or sales agent identified in
Item 2 of this Disclosure Document: (i) has pending any
administrative, criminal, or material civil action {(or a

significant number of civil actions irrespective of

materiality) alleging a felony, vioclation of any franchise

law, securities law, fraud, embezzlement, fraudulent
conversion; restraint of trade; unfair or decéptive
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practices, misappropriation of property or comparable
allegations; (ii) has been convicted of a felony or pleaded
nolo contendere to a feleny charge or, within the 10-year
perioed immeédiately preceding the application for
registration, has been convicted of a misdemeanor or
pleaded nolo contendére to a misdemeanor charge or been
held liable in a civil action by final judgment or been the
subject of a material cefmplaint or other legal proceeding
if such misdemeanor convietion or charge or ¢ivil action,
complaint or other legal preceeding invelved violatioen of
any franchise law, seéurities law, fraud, embezzlement,
fraudulent conversiodh, restraint of trade, unfair or
deceptive practices, misappropriation of property or
comparable allegations; (iiil) is subject to any injunctive
or restrictive order or decree rélating to franchises or
under Federal or State franchise, securities, antitrust,
trade regulation 6r trade practice law as a result of a
concluded or pending action or proceeding brought by a
public agency.

Neither the framchiser, its affiliate, its
predecessor, officers, nor general partner during the 10-
year period immediately before the date of the Disclosure
Document: (a) filed as debtor (or had filed against it) a
pétition te start an action under the U.S. Bankruptcy Code;
(b) obtained a discharge of its debts under the bankruptcy
code; or (c) was a principal officer of a company er a
general partner in a partnership that either filed as a
debtor (or had filed against it) a petition to start an
action under the U.S. Bankruptey Code or that obtained a
discharge of its debts under the U.S. Bankruptcy Code
during or within 1 year after the officer or general
partner of the framchisor held this positien in the company
or partnérship.

The introduction to Item 17 is amended to reéad as
follows:

THI:S TABLE LISTS CERTAIN IMPORTANT PROVISIONS OF THE
FRANCHISE AND RELATED AGREEMENTS PERTAINING TO RENEWAL,
TERMINATION, TRANSFER, AND DISPUTE RESOLUTION, YOU SHOULD
READ THESE PROVISIONS IN THE AGREEMENTS ATTACHED TO THIS
DISCLOSURE DOCUMENT .,

The Summary column of Ttem 17d is amended to read:
“You may terminate upon any grounds permitted by law.”
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The Summary celumn of Item 177j is améended to read: “We
may assign only to a financially respensiblée assignee that
we reasonably believe is capable of performing its
obligations under the franchise agreement and which
expressly assumes these obligatiens in writing,”

The Summary column in Item 17w is amended to add the
following: “The foregoing choice of law should not be
considered a waiver of any right conferred upon you by the
General Business Law of the State of New York, Article 33.%

North Dakota

In North Dakota, the Disclosure Document is amended as
follows to conform to North DaKota Llaw:

Item l7¢ is revised to omit any réquirement that a
géneral rel@@se\be,signed‘asra condition of renewal.

Item 17r is amended te add the follewing: “To the
extent that covenants not to compete apply to periods after
the term of the franchise, they are generally considered
unenforceable in the State of North Dakota.”

Item 17u is amended to omit any reférence to the
location or mediation or arbitration.

Item 17w is amended to state “None.”

Rhode Island

The Rhode Island Securities Division requires the
following specific disclosures to be made to prospective
Rhéde Island franchiseées:

In spite of the provisions of Item 17v and Item 17w of
the Disclosure Document, any litigation or arbitration
arising under the Franchise Agreemént will take place 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 Aét, the Franchise Agreement
will be governed by the laws of the State of Rhode Island.
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South Dakota

The Franchise Agreement includes a covenant not to
compete after termination of the franchise. Covenants hot
to compete upon termination orﬂexpirétion of the Franchise
Agreement are generally unenforceable in thé State of Seuth
Dékota, except in certain instances provided by law. The
Franchise Agreement provides for arbitration in a state
othér than South Dakota. Under South Dakota law,
arbitration must be conducted at a mutually agreed upon
site in accordance with §11 of the Commercial Arbitration
Rules of the American Arbitration Association.

The Franchise Agreement designates the law of a state
othHetr than South Daketa as the géverning law, execept that.
tradematrk issues are toe be under the Landham Ack,
Franchise régistration, employment, cowenants not to
compete, and other matters of local concern will be
governed by the laws of the State of South Dakota, but
contractual and all other matters will be subject toé
application, construction, enforcement and interpretation
under the governing law specified by the Franchise
Agreement.

Under South Dakota law, any provisien ih & Franchise
Agreement which dESignatés.juriédiction or wvenue or
requires the franchisee to agree to jurisdictien or vénue
outside South Dakota is void with respect to any cause of
actien which is governed by the law of South Dakota.

Under South Dakota law; termination proévisions
covering.b;eadh of the Franchise Agreement, failure to meet
petrformance and quality standards, and failure to make
royalty payments contained in the Disclosure Document and
Franchise Agreement must afferd. a franchisee thirty (30)
days written notice with an opportunity toé cur the default
prior to termination. Under SDL 37-5A-86, any condition,
stipulation or prowision purporting to waive conpliance
with any provision of this c¢hapter; or any rule or order is
avoid.

An acknowledgment, provision, disclaimer or
integration clause or a prowvision having a similar effect
in a Franchise Agreement does not negate or act to remove
from judicial review any statement, misrepresentation or
action that would violate the South Dakota franchise law or
a rule or order under the South Dakota franchise law.
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:Washington

The State of Washington has a statute, RCW 19.100.180,
that may supersede the Franchise Agreement in yeour
relatienship with the franchisor, including the areas of
termiration and renewal of yoéur franchise. There may also

‘be court decisions which may supersedé the Franchise

Agreement in your relationship with the franchisor,
including the areas of termination and renewal of the
franchise.

In Washington, provisions of the Franchise Agreement
which unreasonably limit the statute of limitations -or
remedies under the Washington Franchise Investment Act,
such as the right to jury trial, may not be enforceable.

The Franchise Agreement reguires application of the
laws of a state other than Washington. If there is a
conflict of laws, the provisiens of the Washington
Franchise TInvestment Protectien Act, Chap. 19.100 RCW, will
prevail.

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
signed by a franchise owner may not include rights under
the Washington Eranchise Investment Proetection Act.

Under Washingtefi law, transfer fees may be collected
only to the extemt that they reflect the franchisor’s
reasonable estimated or actual césts in connection with the
transfer.
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FRANCHISE AGREEMENT
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TOM N TOMS COFFEEHOUSE

FRANCHISE AGREEMENT

THIS FRANCHISE AGREEMENT, (“Agfeement”) is made and entered into
the day ©of » 20 __, between Tom
N Toms Franchise, LLC, & California 1limited liability company whose
principal address is 3435 Wilshire Blvd., Suite 2090, Los Angeles, CA
90020 (“Franchisor” or “Company”), and
residing at '

(“Eranchisee”).

RECITALS:

A Franchisor franchises certain the ‘operation of a
coffeehouse, known as “Tom N Toms”, featuring premium coffeé products
and complementary foed and beverages (“Menu Items” or “Products”) and
provide carry-out and on-prémises dining services (“Coffeehouse”).
Erapchisor’s Coffeehouses <are operated udnder certain trademarks,
service marks, loges and other cemmercial symbols, ineluding without
limitation “Tom N Toms” afid “Tom N Toms Coffeé” (collectively
“Marks®), and pursuant to certain confidential information and trade
segrets. Menu Items are prepared according to proprietary récipes and
procedures and usé high quality ingredients, including without
limitation, high quality and SPééially roasted and Dblended coffee

beans (“Trade Secret Food Products”). ~Tom N Toms Coffeehouises are
opeéerated with uniform formats, designs, systems, methods,

specificatiens, standards and procedures, all of wWhich may be
improved, further developed ot otherwise modified from time to time by
Franchiser (“System”).

B. Franchisor grants to persons whe  meet Franchisotr’s
qualifications and who &re willing to undértdke the investment and
effort to establish and develop a Tom N Toms Coffeehouse, a franchise
to own and operate such a Coffechouse, offering the Products and
services approVed by Franehisor and utilizihg Franchisor’s formats,
designs, methods; specifications;, standﬁﬁd&,vaerating procedures and
‘the Marks.

C. Franchisee received a copy of FEtanchisor’s Franchise
Disclosure Document (“EDD”), which centains a copy of this Agréement,
at least fourteen (1l4) calendar days before executing this Agreement..

D. Franchisee acknidwledges that Franchisee has read this
Agreéeement and the FDD and that Franchiseé understands and accepts the
terms, conditiohs and cowvenants coéontained in this Agreement as béirg
reasonably necessary to maintain Franchisor’s high standards of
quality and service and the uniformity of thosé standards at all Tom N
Toms Coffeehouses in erder to protect and preserve the gooedwill of the
Marks.
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E. Franchisee: (i) acknowledges that Franchisee has conducted
an independent investigation of the business cphtemplated by this
Agreement; (ii) recognizes that, like any other business, the nature
of the business conducted by Tom N Toms Coffeecheuses may evolve and
change over time; (iii) acknowledges that an 4investment in a Tom N
Toms Coffeehouse involves business risks; and (iV) recognizes that the
success of the venture is ‘largely dépendent wupon thé Dbusiness
apilities and efforts of Franchisee,

F. Franchisor expressly disclaims the making of, and
Franchisee .acknowledges that Franchisee has not received or relied
upon; any warranty or -guaranty, expréss or implied, as to the
revenues, profits wor success of the business venture contemplated by
this.Agfeeﬁéht. Franchisee: (i) acknowledges that Franchisee has tot
received or relied on any representations about the franchise by
Franchisor, or its officers; directors, émployees or agents, that are
contrary to the statements made iH Franchisor’s FDD or to the terms
and conditions contained in this Agreement; and (ii) represents to
Franchisor, as an inducement to Franc¢hisor to enter inté this
Agreement, that Franchisee has madéAno‘misrepresentations in obtaining
the franchise.

G- Franchisee ha$s applied for a franchise to own and opeéerate a
single Tom N Tems Coffeehouse at tfie premises identified in Article T
below, and the: application has been approved by Frahchisor in reliance
on all of the representations made in the application.

In consideration of the abovée recitals and the mutual promises
and covenants made in this Agreement, Franchisdr and Franchiseé agree
as follows:

ARTICLE I
‘GRANT OF FRANCHISE AND EXCLUSIVE TERRITORY

1.1 Subject to the terms and conditions contained in this
Agréement, Franchisor grantsi to Franchisee ‘the right to own and
operate a Tom N Toms Coffeehousé at, and only at, the premises
approved by Franchisor in accordance with the provisions of this
Agreement (the “Coffeehouse™), and to use thé Marks in the opération
of the Coffeehouse.

1.2 Unless an approved location has beeh Selected by Franchisee
at the time this Agreement: is executed, Frahchisee shall select ‘the
location of the Coffeeliouse, subject to Franchisor’s approval, within
the timeframe as provided in this Agreeéement..

1.3 The franchise Jlocdtion and territory set forth in Exhibit

“A” may not be altered or changed by Frahchisee without Franchisor’s
Pprior written approval. In the event there is such an approwal, the
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new franchise locatioen shall become the “Franchise Liocation®” utider the
terms of this Agreement.

Exclusive Territoery:

1.4 Franchisee shall have an exclusivé territory {the
“Territory”) that will encompass a,specific area which is determined
based on whether or not Franchise lLocation is located in the “Business
Zone.” The Business Zone refers to an area concéntrated with high-
density commercial businesses designated by Eranchisor in 1its
reasonable discretion, taking into consideration :such demographic
factors as population demsity afd size, ethnic make-up, persons per
household, incgme level, residential/commercial mix, and population
age; traffic patterns, parking, anrd aécess issues; neighboring
biisiness mix; rent and leasing terms; and presence of any other nearby
Tom N Toms Coffeehouses, If Frahchise Location is within the Business
Zone, Franchisee’s Territory shall measure an area within two-tenths
(0.2) mile from Franchise Location. If Frahéhise Location is not
within a Business Zone, Franchisee’s Territory shall be an area
measuring one-half (1/2) milé frem Franchise Location. The speécific
boundaries of the Terfitory along with the corresponding map shall be
placed in writing and incorporated inte this Agreement..

1.5 Franchisof shall determine the boundaries of the Territory
under this Agreement after Franchise Location is approved. Upon the:
approval of Franchise Location, Franchisér shall determine whether
said the approved location qualifies as Business JZone, and thereafter
provide Franchisee the proposed boundaries of the Territory.

1l.6 If Eranchisee Fefuses the Territory designated by
Franchisor, the parties shall negotiate in good faith to identify
mutually acceptablé boundaries for Franchisee’s Territory consistent
with Franchisor’s policies; .provlded however, that if the parties
cannot agree on such boundaries within thirty (30) days after
Eranchisee receives Franchisor’s notice of site approval, the proposed
site shall be deemed disapproved.

1.7 &s Jlong .as FEranchisee is not in default undet this
Agreement, Franchiser shall not operate, or grant others the right to
operate, a Tom N Toms Coffeehouse im the Territory. However, nothing
in. or éelséwhere in this Agreemeht prohibits Franchisor from engaging
ih the following actiwvities in the Territory:

A. Selling or permitting others to $é&ll any pre-packaged
menu items under the Marks or Other‘haMes, to independent restaurants,
¢convenience stores, grocery Sstores; specialty foed stores, and
deparitment stores selling beverage items located within the Territory.

B Selling or permitting others to sell any menu items
sold at Tom N Toms Cofféehocuse, or operating (or granting others the
right te openate) a Tom N Toms Coffeehouse, which is .located at, or
within, ahy airport; rail or bus terminal, stadium, amusemerit park,
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publiec park, theater; military base, hospital or health care facility,
educational facility, high density office location or other mass
gathering place entifely o¥ partially in the Territory.

Ca Selling or permitting others to sell any menu items
s0ld at Tom N Toms Coffeehouse, or pre-packaged items used to prepate
any beverage items sold at Tom N Toms Coffechouses, under the Marks or
other mames from mobile units oeor carts, kiosks, vending machines, or
other mobilé of stationery devices which occupy less than. 100 feet and
are in the Territory.

D. Advertising and promoting the sale of, and selling;
ménu iteéems seld at Tom N Toms Coffeehouses through the Internet or by
using any ‘other public cofiputer network -electronic <commundcatien
method, or by mail order, catalog sales or comparable methods that
solicit orders and business from customers s$ituated in the Territory
‘without requiring the ‘customer’s;;physieal,;presence‘ in. a Tom N Toms
Coffechouse to complete the transactioen.

1.7 Franchisee acknowledges that Ftanchisor, entities related
to0 Franchisor through common 0wnénship, and each of their officers,
directors, employees and agents, may engage in any and every activity,
within or outside of the Territory, which is not eXpressly prohibited
by this Agreement. Except for the restrictions 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 otlier type of
business. activity, whether similar to or different from the Tom N Toms
Systen.

1.8 FEranchisee acknowlédges and agrees that Franchisee has no
right to participate, directly or indireetly, ih any activity reserved
by Pranchisor, and that Franchisee¢ has no right to object to any
activity reserved by Eranchisor.

1.9 Franchisor, in its sole discretion, reserves the right to
apprové exceptions or deviations frem the System. Eranchisee
acknowledges it has no right te object to variances gtanted to others
and to claim against Eranchisor for failing to enfofce standards of
the System against other Tom N Toms frantchiseés.

ARTICLE II
DEVELOPMENT AND OPENING OF THE COFFEEHOUSE AND TERRITORY

‘Lease of Coffeehouse Premises:

2.1 Franchisor shall have the right, in its sole dis¢retion, to
require:

A. Franchisee to execute a Site Location Addendum in the
form attached as Exhibit “D” to this Agreement;
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B. Franchisee to conditionally assign such lease to
Franchisor (with the consent of ‘the les8ér, if required) by
conditional Jlease asSignment provisions in the form attached as
Exhibit “C” to this Agreement in ordér to secure performance of any
and all of Franchisee’s liabilities and obligations to Eranchisoer; or

C. That such lease contain substantially the following
provisions:
1. “Anything contained in this lease to the contrary

netwithstanding, LgSsQr agrees that without its weconsent, this lease
and the right, title and interest of the ZLessee hereunder may be
assigned by the Lessee to Tem N Tems Franchise, LLG, or its designeg.”

2. “Lessee agreeg that Lessor may, upoén the written
request. of Tom N Toms Eranchise, LLE, disclose to Tom N Toms Franchise,

sales made in; upon ot from the leased premises.”

3. “Lessor shall give written notice te Tom N Toms
Franchise, LLC (concurrently with the giving of such notice to

Lessee) of any default by Lessee under £he lease, and Tom N Toms
Franchise, LLC shall have the right, in its sole discreticn, to cure
any such default. Such notice shall be sent to Tom N Toms Franchise,
LLC at its headquarters, of such other address as ‘Tom N Toms Franchise,
LLC may from time to time -specify im writing to Lessor.”

2.2 Franchisor shall have the right to ‘approve the terms of any
sublease or lease for the premises of the Coffeshouse. If Franchisor
cures any default by Franchisee under 3such lease, the total amount of
all costs and payments incurred by Franchisor in effécting such cure
shall be immediately due and owing by Eranchisee to Eranchisor.

2.3 Franchiseeé's execution of a lease or sublease for the
location for Franchisee’”s Coffeeheouse shall constitute acceptance by
Franchiseé of such location and site and the terms of 'such lease and
shall constitute a waiver of any claim of rights against Franchisor
relating te Franchisee’”s choice of such site and. locatién, and of the
terms of siuch sublease or lease.

Development of Coffeehouse:

2.4 Franchisor will fuarnish to Franchisée prototype or, proto-
style plans and specifications for a Coffeechouse reflecting
‘Eranchisor’s"requifemehts for dimensions, exterior -désign, interior
design and. layout, image, building materials, fixtures; equipment,
furnitufe, signs and decor. '

2.5 Within one hundred eighty (180) days after obtaining

possessicon of the premises of ‘the Coffeehouse and having beéen

furnished. with the above-described plans and specifications,
Franchisee will do or cause to be done the following:

5
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A. Secure all financing fequired to fully develop the
Coffeehouse:

B. Prepare, at - Franchisee’s expensé, and submit to
Eranchisor for approval (which appreval may be granted or withheld at
Eranchiser’s sole discretion) any proposed modifications te

Franchisor’s prototype or protd—style plans and specifications, which
may be modified only to the extent mecessary to comply with applicable
ordinances, building codes, permit requirements and lease or deed
requirements and restrictions, all such modifications being subject to
prior notificatien to, and approval by, Franchisor;

C. Obtain all required building, wutility, sign, health,
sanitdtion and business permitd and licensea, and. any otheér reduired
permits and licenses;

D, Construct all required iImprovements to the premises,
purchase and install all required fixtures and equipment and decorate
the premises in compliance with plans and specifications approved by
Franchisor; .and

E. Purchase, in accordance with Franchisor’s
specifications and requirements, an opening inventory of proprietary
beverage/food items, Products; ingredients and other products and
supplies required for the opeﬁing of the Coffeehouse.

2.6. Franchisee shall use Eranchisee’ss beést efforts to cemplete
development and have the Coffeehouse ready to open within two hiindred
forty (240) days after Franchisee obtains possession of the premises.
All activities, ineluding without 1limitation, (1) ébtaining bids and
concluding a cohfract with a sultable 'general contractor or
contractors Ffor the construction of the Eoffeehouse; (2) dbtaining
bids and concluding orders for the signs, f£ixtures, furnishings,
equipment and operating supplies and materials: (3) making all
decisions concerning the construction, furnishing, equipping and
staffing of the Coffeehouse; (4) maintaining a current and complete
acGounting of ‘the costs of development of thé Coffeehouse; and
(5) supervising the censtruction; furnishing, equipping and staffing
of the Coffeehouse, shall be performed by Franchisee: in the time
frames hmecessary to complete the development of the Coffeehouse on
schedule. All final décisions concerxning thée development of the
Coffeehouse which are discretionary and net dictated by Franchisor’s
written specificatiens shall Dbe made by Franchisee, Within a
reasonable time after the completion of development, a final
aggohnting of all costs of development of the Coffeehéuse, along with
copies of all contracts, lien waivers, other paid receipts and
eguipment warrdnties, shall be provided by Eranchisee to Franéhisor
when requested. Franchisee may, at Franchisee’s option, purchase or
lease eguipment for the Coffeehouse.
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Fixtures, Equipment, Furniture and Signs:

2.7 Franchisee will use, in the construction and operation of
the Coffeehouse, only those brands, types or models of vconstruction
and decorating materials, Ffixtures, egquipment; furniture and signs
that Franchisor has approved for Coffeehouses as meeting its
specifications and standards for quality, design, appearance,; function
and perférmance. Franchisee furthef,agnees~tolpiace or display at the
premises of the Coffeehouse only such signs, emblems, lettering, logdes
and display materials that are from time to time approved in writing
by Franchisor. Ffanchisee may purchase approved tjbes or models of
construction and decorating materials, fixﬁures, equipment, furniture
and signs from any supplietr approved or designated by Eranchiser
fwhich may include FEranchiser and/or its affiliates), which approval
may not be uUnreasondbly withheld. If Franchiseé proposes to purchase
any type or model ©of constructied or decérating material, fixture,
equipment, furniture or sign not then approved. by Franchisor, and/or
any such item fr¥om any supplier which is noet then approved by
Franchiscr, Franchisee shall first netify Franchisor in writing and
shall +Submit to Franchisor sufficient specifications, photographs,
drawings and/or othet infermation or samples for a determination by
Franchisor of whéther such brand or type of construction or decorating
material, fixture, equipment, furniturfe or sign complies with its
spedifications, and standards. Franchisor may, in its sole discretion,
refuse to approve any such item(s) and/or supplier(s) that does not
meet Franchisor’s standards or specdificatioerns. )

Coffeechouse Opening:

2.8 Franchisee will not open the Coffeehouse for business
uhtils

a. Eranchisor determines that thé <Coffeehouse has been
constructed and equipped 1in accordance with approved plans and
specifications;

B. Franchisee and EranchiSee”s'manégerCs) have completed
training to Franchisor’s reasonable satisfaction;

C. The Initial Franchise Fee and all other amounts due to
Franchisor under this Agreement .and any other related agreements to
which Franchisee is a party have been paids;

D. Franchisor has 'been furnished with copies of all
insurance policies required by Article XII of this Agreement, or' such

other evidence of insurance coverage as Franchisor requests; and

E. Frafichisee has completed all preparations for the
‘opening of the Coffeehouse, as reasonably determined by Franchisor,

2.9 Eranchisee will wuse its best efforts to have ‘the
Coffeehouse ready td open for business within eiqht (8) months after

7
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the date Franchisee’s lease or sublease is executed. Final approval

by Franchisor of the opening of the Coffeehouse shall be given in.
writing and, shall be in Franchisor’s  reasonable discéretion.

Franchisee will open the Coffeehouse for business within ten (10) days
after receipt of such written notice from Franchisoér.

’Relocation‘of‘befeehowse:

2.10 If Franchisee’s lease or sublease for the premises of the
Coffeehouse terminates without fault of Eranchisee, or if the premises
are damaggéd, condémned or otherwisée unusable, or if in the reasonable
judgment of FPranchisor and Franchisee there is a change in the
éhafacter of the location of the Coffeehouse sufficiéntly detrimental
to its business potential to warrant its reloc¢ation, Franchisor shall
grant permigsioen to Franchisee for relocation of the Coffeehouse to a
location approved by Franchisor. Any such relocdtion shall be at
Franhchisee’s sole expénse, and Franchisor. shall have the right to
charge Franchisee for costs and expenses 1incurred by Franchisor 'in
connection with any relocation.

2.11 In the evVent of a relocation of the Coffeehouse; Franchisee
shall proemptly femove from the first Coffeehouse preémises, and
vd¥3continuef‘u§ing for any purposes, any and all signs, fixtures,
furniture, posters, furnishings, equipment, menus, advertising
materials, stationefry supplies, forms and other articles which display
any of the Marks or any distinétive features or designs associated
with Tom N Toms Coffeehouses. Furthermore, ’Eranéhiéeé shall, at
Franchisee’s expense, immediately make such changes;, modifications or
alterations as may be necessary to Adistinguish the first location
clearly from its former appearance and from otheér Tom N Toms
Coffechouses and to prevent any possibility of confusion of the first
location with a Tom N Toms GCoffeehouse by the public f{including,
without limitation, removal of all distinctive physical and structural
features identifying "Tom N Toms Coffeehouses and removal of all
digtinctive signs anrd embleéms). Franchisee shall, at Franchisee”s

expense, make such specific additienal changées as Franchisor may

reasonably request for this purpose. If Franchisee fails t6 inifiate

immediately or complete such alterations within such period of time as

Franchisor deems appropriate, Franchisee agrees that Franchisor or its
designated agents may enter the premises ©f the first location and
adjacent ateas at any time to make such alterations, &t Franchisee's
sole risk and expense, without responsibility for any actual or
conseduential damages to the property of Francliisee or others, and
without liability for trespass or other tort or crimimal act.
Franchisee expréssly .acknowledges that Franchisee’s failure to make
such alterations will. cause Iirreparable injury to Franchisor, and
cénsents to entry, at Frarhchisee’s expense, of éﬁ.ex;garte order by a
court of competent jurisdictien authorizing Franchisor or its agents
to take such action;, if FEranchiso¥ seeks .such an order. Compliance
with the foregoing shall be & condition subseduent to Eranchisor’s

approval of any relocation request by Franchisee, and in the event
complete de-identification of the first Coffechouse premises is not

8
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promptly and completely undertaken, Franchisor may then revoke its
permission for relecation and declare a default under this Agreement
pursuant to Article XVII below.

ARTICLE III
PROPRIETARY MARKS AND GOODWILL

3.1 Wheh used in this Agreement, “Marks” mean the ‘trademarks
and sérvice marksy including but not limited to “Tom N Toms? and “Tom
N Toms Coffee”, which aré used to identify Tom N Toms Coffeehouses and
to distinguish 4t freom that of any other business, and the trademarks,
servicé marks, trade names, loges and commercial symbols as may be
designated by Franchisor from time to time for use in connection with
the System.

3.2 Eranchisee is authorized to use the Marks, goodwill, and
trade secrets in the operation of the Coffeehouse only at the location
specified in Article I. Nothing in this Agreement shall be construed
as. authorizing or @ermittinq their use at any other location or for
any other ‘purpose. except as may be authorized in writing by
Franchisor: Franchisee understands and <agrees that the limited
license to wuse the Marks granted hereby @applies only to such
proprietary marks as are designated by Franchisor, and which are not
subsequently designated by Franchisor as being withdrawn from use,
together with those which may heéreafter be designated by Franchisor in
writing. Franchisee expressly understands and agreés that Franchisee
will not represent in .any manner ‘that Franchisee has acquired any
ownetship or eguitable rights in any &f Franchisor’s Marks by virtue
of the limited license granted hereunder, or by virtuée 6f Franchisee’s
use of any of the Marks.

3.3 Franchisee acknowledges that Franchisor is the sole and
exclusive licenseer of all of the Marks, goodwill and trade secrets,
and that Franchisee shall not register or attempt to register the
Marks or to assert any rights in thefi other than as specifically
granted in this Agreement. ‘

3.4 At Franchisor’s request, Franchiseé shall assign, transfer
or coenvey to Franchisor, in writing, all additional Lights, if any,
that may be acquired by Frahchisee as a result of Franghisee’s use of
Marks.

3.5 Franchisee shall only use the Marks, logoes, trade styles,
color combinations, designs, signs, symbols and slodans of Franchisor,
and only in the manner and to the extent specifically permitted by
this Agtreement or in any manuals, directives or memos (collectively
referred to below as “Confideritial Operatioms Manuals”) prepared by
Franchisor. Franchisee shall not use any confusingly similar Marks in
connection with its franchise or any othetr business in which it has ahn
interéest. '
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3.6 Franchisor reserves the right to approve all signs, memos,
stationery, business cards, advertising material forms and all other
objects and supplies 1sing Franchisor’s Marks. All advertising;
publiecity, point of sale materials, signs, decoration’s, furnishings,
equipment, or other materials usifg the Marks sHall comply with this
Agreéemént and the Confidéntial ©®perations Maruals, and Franchisee
shall obtain Franchissér’s approval prier to such use.

3.7 If at any time, Framchisor in its sale discretion,; decides
te modify or discontinue use of any Mark and/or £6 adept or use 6ne or
nore additional or substitute proprietary marks, then Franchisee shall
comply with any such instructien by ‘Franchisor. In such event and at
Franchisor’s direction, Eranchisee shall adopt, usé and display only
such new or modified Marks, and shall promptly disecontinue the use and
display of outmoded or sSuperseded marks, at Franchisee’s expense.
Franchisee. waives any claim arising from ©or relating to .any
proprietary mark change, modificatiion or substitution. Franchisor
will noet bé liable to Franchisee for any expeénses, losses or damages
sustained by Franchisee as & result of any proprietary mark addition,
modification, wsubstitution or discontinuation. Franchisee will not
commence or Jéin in any litigation or other proceeding against
Franchisor for any of these expenses, losses or damages.

3.8 Upen the expiration, termination or non-renéwal of this
Agreement, Franchisee shall immediately cease ¥sing FEranchisor’s
Marks, color combinations, designs; symbels or slogans; and Franchisee
shall execute such deocuments and take such action as Fraifchisor may
deem necessary or appropriate to evidence this fact. After the
effective date of expiratign, termimation or hon-renewal, Franchisee
shall not represent or Jimply ‘that Franchisee is associated with
Franchisor. To this end, Franchiseé irrevocably appoints Franchisor
or its mnominee to be Franchisee'’s attarney-inéfact to execute, on
Eranchisee’s behalf, any document or perform any legal dct nécessary
$0 protect FranchiSer’s Marks from unauthorized usé. Franchisee
acknowledges and agrees that the wunauthorized wuse of Franchisor’s
Marks will result in dirréparable harm to Franchisor, for which
Franchisor may obtain injunctive relief, monetary damages, reasonable
attorneys’ fces and costs.

3.9 Franchisee shall immediately notify Franchiser of .any
apparént infringement of or'.challenge; to TFranchisee’'s use of the
Marks;, .or any elaim, demand, or suit based upon 6ér arising from thé
unauthorized use of, or any attempt by any other person, firm, or
corpordation to use, withoutf authorization, or any infringement of or
challenge to, any 0f Franchisor’s Marks. Franchisee will immediately
notify Franchisor of any other claim, demand or litigation instituted
by any person, firm, corporatien or governmental entity against
Fnaﬁchisor or Franchisee,

3.10 Franchisor shall undertake the defense o6r prosecution of
any litigation concerniiig Franchisee that relates to any of
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Franchisor’s Marks or that, in FEranchisor’s judgment, may affect the
goodwill of the System; and Franchisor may, in such circumstances,
undertake any wother action which it deems appropriate. Franchisor
shall have sole and complete discretion in the conduct of any defense,
prosecution or other action it chooses to undertake. Franchisee shall
execute those documents and perform these acts, which in the Qpinidn
of Franchisor, are necessary for the .défense or prosecution of the
litigation 0r 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 goodwill of
Franchisor, Franchisee will do busihéss and advertise using only the
Marks designated by Franchisor. Franchisee shall net do business or
advertise: using any other name. Franchisee is not authorized to, and
shall not, use the name “Tom N Toms” ot “Tom N Toms Coffee” by itself,
as a part oeof the legal name of any corporatioen, pattnership;
proprietorship or other ‘business entity to 'which Franchisee is
éSSociated; or with a bank account, trade account or in any legal. or
financial connection.

3.12 In order to préserve the validity and integrity of
Franchisor’s Marks, and to assure that Franchisee 1is properly
employing them in the operation of F¥anchisee’s business, Franchisor
and its agents shall have the right at all reasonable times to. inspect
Eranchisee’s business, financ¢ial books .and records, and operations.
Franchisee shall coeperate with and assist Franchisor’s representative
in su¢h inspection.

3.13 Franchisee shall be required to affix the ™ or ® symbol
upon all advertising, publicity, signs, decoratioens, furnishings;
egquipment or other printed, or graphic material employing the words
“'ém N Toms” or “Tém N Toms Coffee” or any other of FEranchisor’s
Marks; whether presently existing or developed in the future.

3.14 Franchisee acknowledges that it does not have any right to
deny the wuse of Franchisor’s Marks to any other franchisees.
Franchisee shall execute all documents and take stuch action as
Franchisor may request to allow Franchisor or other franchisees to
have full use of the Marks.

3.15 If, durihg the term of this Agreement, there is a claim of
prior use of any of Franchiser’s Marks in the area in. which Franchisee
15 doing business, Franchisee, at Franchisor’s discéretion, shall use
Franchisor’s Marks in such a way to avoid a coritinuing conflict.

3.16 Franchisor shall ifidemnify  Franchisee against, and
rejmbu¥se Franchisee fok, all damages for which Franchisee is held
liable in any pfdeeeding in which Franchisee’s use of @any Mark
pursuant to and in compliance with this Agreement is held to
constitute trademark infningemént, unfair competition or dilution, and
for all costs reasonably incurred by Franchisee in the defense of any
such claim brought against Franchisee oz in any such proceedings in
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which he is named as a party, provided that Franchisee has timely
notified Franchisor of such claim or proceedings, has otherwise
complied with this Agreement, and has tendered complete control of the
defense of such to Francéhisor. If Franchisor defends such c¢laim,
Franchisor shall have no obligation to indemnify Or reimburse
Franchisee with respect to any fees or disbursements of any attorney
retained by Franchisee.

3:17 During the térm of this ®Agreemént and any neneéwal or
extension hereof, Franchisee shall identify itself as the owner of the
Coffeehouse in cénjunction with‘any use of the Marks, including, but
not. limited toy on invoices, order forms, receipts, business
stationery,; contracts with all third parties or entities, as well as
the display of such notices inm such content. and form at such
conspicucus locations as Frarchisor may designate in writing:.

ARTICLE IV
TERM AND RENEWAL

4.1 Except as otherwise prowvided in this Agreement, the initial
term of this franchise (the “Initial Term”) shall be for ten (10)
years frdm the date of execution of this Agreement.

4.2 Subject to the conditions specified in Section 4.3 below,
Franchisee 3shall have the night to renew this Agreement for a period
of ten (10) years from the date of the expiration of the Initial Term.

4.3 Eranchisee’s right Qf rénéwal pursuant to Section 4.2 above
shall be subject to the:following“conditions.precedent:

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

B. Franchisee shall not bé in default of any provision of
this Agreement, any amendment. hereof or successor hereto, .any sublease
agreement, or any other agreement between Franchisor or any subsidiary
and/or affiliated corporation, and Franchisee has substantially
complied with a1l of the terms arid conditions wof s$uch agreements
during their térms;

C. Fpanehisee shall havé sérved notice of its intention
to exercise its right of renewal not less than twelwve (12) months nor
more than eighteen (18) months prior to the expiration of the Initial
Term;

D. Franchisee shall have effected the improvements to

Franchisee’s ‘Coffeehouse and its operations reguired by Franchisor
pursuant, to Section 4.4 below;
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E. Franchisee has satisfied all monetary obligations due
arid owing to Eranchisor, any subsidiary of Franchisor and/or any
affiliated corpoerations &f Eranchiser, and Franchisee has timely met
these obligations throughout the term of this Agreement and any other
agreement in effect between Franchisor and 'FﬁanehiSee, and any
renewals thereof;

F. Franchise& shall execute, upon renewal, Franchisor’s
then-current form w©f Franchise Agreement, which agréement shall
supersede this Agreement in all respeects and terms, and which may
differ from the terms of this ‘Agmeement, including, without
limitation, a higher royalty fee and higher advertising contribution;

G.. Franchisee shall executé a general release, .in a form
prescribed by Franchisor, on any and all claims .against Franchisoézx,
any subsidiary of Franchisor and/or affiliated corporation of
Franchisor, <and their respective officers, directors, agents .and
employees;

H. Franchisee shall comply with Franchisor”s theh-current
reasonable qualification and training requirements; and

I. Franchisee shall remit to Franchisor a renéewal ifee
equal to oene-half (1/2) of the then-current Initial Franchise Fee in
effect at the time of renewal.

4.4 Within three (3) months of the receipt of a notice to rehew
from ‘Franchiseé pursuant to Section 4.3 hereof, Franchiser shall
complete a renewal report specifying the: moedifications  and
improvements and repairs, if any} réquiréd‘ by Franchisor and which
Franchisee must make +to Franchisee’s Coffeechouse which mist be in
conformity with the ‘then existing 'standards, and specifications

pertaining to Franchisee’s Coffeehouse. The total costs of any
modifications,, improvements and repairs involving Eemodeling,

decoration ahd structural changes required by Franchisor sShall not
exceed $70,000.

4.5 Franchisor expressly reserves the right to dédy
Ftanchisee’s renewal in the event that Eranc¢hisee abandons
Franchisee’s Coffeehouse and Franchiseé ceasées to operate and maintain
Franchisee’s Coffeehouse in accordanée with the terms of this
Agreement .

4.6 1In the event Franchisee shall continue to operdte
Franchisee’s Coffeehouse following the expiration, termination or noh-
renewal Of this Agreement for any reason, with the express or implied
¢onsent of Franchisor; such continuation shall be construed to be an
extension of the term of this Agreement only from menth-to-month,
terminable by either party on no more than thirty (30) days’ notice to
the othér party and etherwise 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 consideration of the exécution of this Agreement and
Franchisor’s granting to Frarichisee +the franchise covered hereby,
Franchisee agrees to pay to Franchisor an Initial Franchise Fee of
Twenty Thousand Dollars ($20,000.00) (the “Initial Franchise Fee”),
payable upon ‘the execution of this Agreement, which sum =shall be
deemed fully earned by Franchisor upeéen receipt thereof and is non-
refundable, except as may beé sét forth in this Agreement.

5.2 In consideration of this franéhise granted by this
Agreement, the services to be provided by Franchisor, the right to
prepare and sell the Productis te the general publie, and for the use
of the Marks during the Initial Term and any subsequént renewals,
Eranchisee shall pay to Franchisor, imn addition to ‘the 1Initial
Franchise Fee, a royalty fee edqual to 3.5% of the gross sales
generated by, from, or +through Franchisee’s Coffeehouse (“Réyalty
Fee’) .

5.3 For the purposes of determining the royalties to be paid,
“Gross Sales” shall mean the total selling price of all services .and
produ¢ts and all income of every other kind and nature related to the
Coffeehouse (including, without limitation, income related to catering
and delivery activities, and any sales or orders of beverage/food
products or preparatidn services provided from or related to ‘the
Coffeehouse), whether for cash or credit and regardless of collection
in the case of credit. In the event 6f a cash shortage, the amount of
Gross Sales shall be determinéd based on the records of the électronic
cash register system and any cash shortage Shall néet be considered in
the determination. Gross Sales shall not include the following:

A. Receipts from the operation of any ‘public ‘telephone
installéd in the Coffeehouse, or ptoducts from vending machines
located at the Coffeehouse, except for any amount representing
Franchisee’s share of such reverues; ) '

B. Sums representing sales taxés collected directly from
customers, based upon present or future laws of federal, state or
local governments, colleécted by Franchisee in the operation of the
Cofféefiouse, and any other tax; excise or duty which is levied or
asséssed against Franchisee by any fedéral, state, municipal. or local
authority,; based on sales of specific merchandise sold at or from the
Coffeehouse, provided that 5such taxes are actually transmitted to the
appropriate taxing authority;

C. Returns to shippérs or manufacturersy and
D. ‘Proéeeds from isolated sales of trade fixtures not

constituting any 'part of Franchisee’'s products. and services offered
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for resale at the Coffeéhoéuse nor havimg any material effeet upon the
ongoing operation of the Coffeehouse required under this Agreement.

5.3.1 Frarnchisor may, from time &o time, authordize, in

writing, certain other items to be excluded from Gross Sales. Any

such permission may be revoked or withdfawn at any time in writing by
Franchisor in its discretion. In addition te thé foreqgoing, the

follewing +are included wWithin the definitien of ™“Gross Sales”

Adescribediexcept‘as noted below:

(1) The full wvalié of meals furnished to Franchisee’s
employeéeés as an incident to their employment, exéépt that the value of
ahyadiscounts extended to such employees may be credited against Gross.
Sales during the reporting week in which the meals were furnished for
the purpose of determining the amount of Gross Sales upon which the
Royalty Fee is due; and

(2) All proceeds from the sale of coupons, gift
certificates or vouchers; providéd that -at ’the £imé such coupons,
gifts certificates. or wvouchers are redeemed the retail price thereof

may be credited against Gross Sales during the reporting week in which

such. coupon, gift certificate or voucher is redeemed for the purpose
of detérmining the amount of Greéss Sales upon which the Royalty Fee i§
due.

5.4 Royalty Fees are due and payable on thé Wednesday of each
week (“Payment Date”), relating to the week ending on the preceding
Sunday. Franchisee shall remit Royalty Feeés, Advertising Fees and any
other monies owed to Franchisor under this Agreement via electronic
funds transfer or other comparable means. Frahchisee shall cgmply
with the procedures established by Franchiser and/or to pezform .such

By @and Payable To Tom N Toms Eranchise; LLC including Checks and
Electronic Transfers (Exhibit “H”) and any other documents as may be
necessary to assist 1in or accomplish such electronic method of

payment..

In the event any electronic funds transfer is not honored by
Franchisee’s bank for any reason, Franchisee shall be responsible for
that payment, plus a service cﬁa&gej applied by:‘Eranchisor and the
bank, if any. Franchisee shall, at all times throughout the term of
this Agreement, maintain a minimum balance of Five Thousand Dollars.
($5,000:00) in Franchisee’s bank account against which such €&lecétronic
funds transfers shall be drawn for the Coffeehouse operated under this
Agreement,

5.5 Royalty Fees or any and all ofher payments provided for in.
this Agreement not received by Franchisor within three (3) days. of the
Payment Date shall. be subject to interest on a daily basis at a krate
equal to two percent (2%) per month, or the then highest legal rate,
whichever is less,
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5.6 Acceptance by Franchisor of the payment of any Royalty Fee
or any and all other payments provided for in this Agreement. shall not
be conclusive or binding on Franchisor with resSpect to the accuracy of
such payment until ‘two (2) ‘years after the effective date of
termination or non-renéwal of this Agreement. Adceptance of any
payment on account of Royalty Fees or any and all other paymeﬁté
provided for in this Agreemeént does not constitute any waiver of
Franchisor’s rights under Article XVIII below.

5:7 PRayment Security Deposit. To. secure Franchisee’'s future
payment obligations for eguipment, products and/er materials that
Eranchisée purchases from Frfanchisor or Franchisor’s affiliates as
well as any other amoiints due to Franchisor or Franchisor’s affiliates,
Franchisee is required to deposit $10;0®G with Franchisor on §ignirfg
the. lease. Franchisee ackhowleédges that Franchisor can, at its sole
discretion, apply all or portions of this deposit to pay amounts not
paid as and when due frém Eranchisee, Franchisor is also authorized.
to deduct fees from this deposit for any damages Franchisor incurs
from Franchisée’s breach of any agreement signed with Franchisor. If
Franchisor .actually deducts any amount from this depesit, Franchisor
shall proemptly mnotify Franchisee in writing at which time FEranchisee
must replenish the deposit back to $§10,000, Franchisor shall refund
the balafice of any paymerit security deposit, without any interest,
within seven ({79 d@YS\ from the termifnation or expiration ©of this
Agreement.

5.8 Franchisee’s obligations for the full and timely payment of
thé Royalty Fees and all other amounts provided for in this Agreemernt
ghall be absoliite, wunconditional and fully earred by Franchisor,
except 1in those instances where Franchisor is in breach under this
Agreement. and has failed to cure such breach although obligated to do
so. Franchisee shall not delay o&r withhold the payﬁént of all or any
part of the fees for any r€ason, put the fees inyescrow; or sét-~off
same against any and all <laims or alleged claims Franchisee may
allege against Franchisor. '

ARTICLE VI
TRAINING: AND COMMENCEMENT OF BUSINESS

6.1 During the time period prior te starting construction -of
Franchisee's Coffeehousé, but not less than one month prior thereto,
Franchisee shall attend Franchisor's initial training program, which
shall be conduected at Franchiser’s headguarters in ZLos Angeles,
california or at another location designated by Franchiser, and
complete the training program to Franchiser’s satisfaction. Franchisee
shdll be responsible for all travel and 1ivifig expenses which
Franchisee +@and Franchisee’s fmanager incUt Iin connectioen With the

initial training,‘progpam., During the training program, Franchisee

shall receive instruction, training and education in the operation of

the Coffeehouse and indoctrinatien into the System. Such tFaining
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progtam shall include, but noet be limited to, instructing Eranchisee
in the preparation and sale of Franchisee’s proprietary Menu Items,
the Products and dquality contrel techniques and proéedures.

6.2 Franchisee shall <attend such periodie refresher and
supplemental traiminhg programs or meetings at such locations as
Franchisor may from time to timé direct. All expenses of Frarnchisee
incurred in connection with attendance &t any such refréshér or
supplenental ‘training programs or meetings shall be borne solely by
Franchisee.

6,3 At all times during the term of this Agreement or any
renewal thereof, Franhchisee shall have a superviser managing the
operation of the Coffeehouse who has succéssfully completed
Franchiser’s training program and is able tg operate the Coffeehouse:
in acc¢ordance with this Ag&eememt and Franchisér’s standards.

ARTICLE VII
OBLIGATIONS OF FRANCHISOR

7.1 In ordef to assist Franchisee in constructing Franchisee”s
Coffeehouse, Franchisor shall furnish to Franchisee a set of prototype
or proto-style plans and specifications for a typical Coffeehouse,
inéluding requiremerits for extericor and interior design, layout,

equipment and sigh placement and décor, scheme, all as included in ‘the
System..

7.2 Eranchisor shall assist Franchisee in Franchisee’s
selection of and contracting with appropriate architects, engineers,
contracters, and subcontractors for construetion of all lgasehold
improveéements at Franchisee’s GCoffeehouse in accordance with the plans:
and specifications prepared by Franchisee’s architect.

7.3 Franchisor shall make available t& Franchisee any further
assistance ‘that Franchisor may deem is required, based on the
experience and judgment of Franchisor, in pre-opehing, opening and
initial business operatien of Franchisee’s 'Coffeehousey which
assisfancé shall weconfoerm to that furnished to othef existing
franchisees as further defined in the Confidential Opérations Manual.
Eranchisor shall have the right to determine thée time or times at
which such assistance shall be available to Franchisee.

7.4 Fragehisgr shall make awvailable Vto Franchisee a grand
opening advertising program and ongoing local marketing programs for
Franchisee’s use.

7.5 Franehisor shall maintain an advisory relationship with
Franchisee, including orngoing telephone consultation to aid in the
proper and effective ©6peration of the System, ‘the frequency and
duration of which 5hall be in the sole discretion of Franchisér in
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accordance with Confidential ©Operations Manual., Such operating
assistance may consist of advice and guidance with respect to:

A, Methods. and Operating procedures utilized by
Cof feehouses;

B. Additional beverage and food products and services
authorized for sale by Coffeehouses;

C. Selection, purchasing and prepatration of beverage and
food products, beverages and other approved products, materials and
supplies; and

D. The establishment and operatioh of administratiVev
bookkeeping, acc¢ounting, inventory  eontrol, sales and deéneéral
operating procedures for proper operation of Coffeehouses.

7.6 Franchisor or 1its designees or agents shall visit and
inspect, from time to time; Franchiseé’s Coffeehouse and evaludte the
proper execution of the System, and confer with Eranchisee .and
Franchiseé’s employees 1in order to assist in the proper business
opératien of FEranchisee’s Coffeehouse in aceerdance with Confidential
Qperations Manual. Eranchisor or its désignees or agents shall have
the absolute right to make inspections at such times and frequencies,
during normal business hours, as Franchiser may determine. [Franchisgeg
will'cooperate with, Eranchisor’s represeéntative in such inspectieéns,
render such assistance to them as they' may reasonhably fequest and
immediately correct any failure to comply with the System and this
Agreement as brought to‘Franchiseefsvattentionﬂby such representative.

7.7 Franchisor shall use 4its reasonable efforts to require
maintenance of high and uniform standards in the execution of the
System. at all Coffeehouses utilizing the System, in order to protect
and enhance the reputation of Franchiser and its Marks. ‘

7.8 In order t¢ insuré that the distinguishing characteristics
of the System are uniformly maintained, Franchiscr may from time to
time establish standards for cetrtain proprietary beverage/food items,
products, eguipment, commodities and supplies to beé used by Eranchisee
in the execution of the System and may, ih conjunction therewith,
develop new proprietary beverage/food items, products, pregrams and
develop ‘new“equipment, and new techniques which Franchisee shall be
required to use and/or purchase in the operation of Franchisee’s
Coffeehouse. The purcéhase of any new required equipment will not
materially increase the economic burden 6f Franchisee.

7.9 Neither FrancHisor’s approval of a specific location for
Franchisee”s Coffeghouse, nor any other sefvice; provided by Franchisor
purswant to this Arficle shall be deemed a representation,>warranty'Or
judgment. by Franchisor as to the 1likely sueccess of Franchisee’s
Coffeehodirse at such locdtion or as te the relative desirability of
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such lecation in cémparison to others that might have béen available
to Franchisee.

ARTICLE VIII
OBLIGATIONS AND DUTIES OF FRANCHISEE

8.1 Franchisee shall make any grand opening &dvertising
expenditures as Mmdy be required by Franchisee’s landlord or by the
terms of Franchisee’s lease or sublease:

8.2 Franchisee or a designated and approved manager shall,
during the te¥m of this Agreement and any renewal thereof, devote full
time, energy and best efforts to the managemerit and operation of
Franchisee’'s Coffeehouse, eXcept as otherwise approved in writing by
Franchisor; including, but not limited to, keeping the Coffeehouse
operating and open for business at the times specifiéd in the
Confidential Operations Manuals o6r as required by Franchisee’s lease
or sublease. '

8.3 At all times, Franchisee 'shall maintain, at Franchisee’s
own experise the: interior and ekXterior of Franchisee’s Goffeghouse and
all fixtures, furnishings, signs and equipment in the highest degree
of cleanliness, orderliness; sanitation and repair, as detérmined by
Franchisor. Franchisee shall make no material alteration, additien,
replacemént or dimprovement in or to the interior or exterior of the
Coffeehouse without the prior written consent of Franchiso¥, except
that Franchise€e shall be required to periodically renovate, refurbish
and update Franchisee”s Céffeéhouse so that it is in substantial
conformity with ‘Franchisor’s then-current Coffeehouse design, which
renovations shall noet place an eXcessive economic burden on
Franchisee. Such equipment shall include; but not be limited to, a
computerized.cash register system designated by Franchisor.

8.4 From time +to time, Franchisee will allew Franchisor to
obtain and take samples of ingredients, products and supplies from
Franchisee’s Coffeehouse Ffor testing by Franchisor in order to assure
that, Franchisee complies with Franchisor’s reasonable standards and
specifications.

8.5 FEranchisee will maintain a high moral and ethical starndard
in the operation and é&onduct of Franchisee’s Coffeehouse so as to
create and maiptain geodwill among the public for the name: “Tom N
Toms” or “Tem N Toms Coffe€” and supervisé and evaluate the
performance of its staff to insure that each renders cempetent,
efficient and quality service to the general public.

8.6 Franchisee recognizes that it is esséntial to the proper
marketing of the Coffeehpuse? and to the preservation and promoticn of
its reputation and acceptance by the gublia at large, that standards
of quality“be falntained. As part of the considération for this
Agreement, Franchisee will at &all times se€ll to retail customers only,
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ot o&ffer for sale to retail customers only; only those products. and
services that me€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, Franchiseeé shall be required to piirchase only
from Franchisor or its designee any Trade Secret Foed Products and
Proprietary System Assets, comprised of certain kitchen equipment and
instruméntss which are proprietary in. nature and unique to the
Coffeehouse, that are specified by Franchisor from time to time.

8.7 In conneéction with the opektation of Franchisee’s
Coffeehduse, Franchisee 1is required to purchase certain packaging
supplies, paper goods and otHet product service items for the
preparation and seérvice of the Products which Pear any of the Marks
(“Branded Broducts”) . In addition to the Trade Secret Food Products,
Franchisee shall be required to purchase from Franchisor, its designeé
0or Franchisor-approved vendor any Branded Products at tHen-current
prices established from time to time. Franchisee is also required to
purchase certain types, models -and brands of equipment, fixtures and
Eufniture( which are not specified as a Proprietary System Asset, as
provided in the Confidential Operations Manual (“System Items”) from
Franchisor, its designee or. Franchisor-approved vendor. In the event
that Franchisee desires to purchase any Branded PBroducts or ©System
Items from sources other than Eranchisor, its designee or Franchisor-—
approved. vendor, Eranchisee shall so request «in:‘Writingﬁ specifying
the item or product Franchisee desires tio purchase from another source
not already approved by Franchisor, including samples, specifications
and sufficient information ©n ‘the source to &enable Franchisor to
determine whether the item or product meets with Franchisor’s quality
aissurance requirements .and specifications. Upon. submission of the
réquested information to Franchisor, Franchisor shall conduct is
evaluation, taking into consideration the product guality, delivery
frequency and reliability, service standards as well as financial
eapabiliﬁy and credit of the identifiéd supplier. Franchisor shall
¢hdrge a reasonable fee to Franchisee for conducting this evaluation.
Franchisor shall cornduet its evaluation and advige Franchisee in
writing of its§ decisieon within thixrty {30y days from the date on which
Franchisor received the reguested information and materials sufficient
to commence its evaluatiorn. Franchisor and Franchisee acknowledge
that Franchisor has no obligation to .approvée any reguest for a new
supplier, product ox item, but. that Fpanéhisor shall not unreasonably
withhold its approval in this process.

8.8 In connection with the operation of Franchisee's
Cof feehouse, Franchisee is required to purchase certain other
beverage/food products, beverages and other similar products and other
items offered for consumption £6é the retail purnchaser as set forth .in
the Confidential Opet¥ations Manual. Frarnchisee’s ocbligation under thisg
Sectioen 8.8 shall be satisfied so long as Franchisee purchases the
stated products ‘from seurces of supply approved by Franchisor, subject
to the same meeting the strict specifications of Franchisor which may
be changed, médified or updated from timé to time. Nothing in. this
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Agreement shall bé construed as an aftempt to unreasohably limit the

sources from which Franchisee may procure such beverage/food produtts,
beverages, products and other similar itéms. Rather, Fianchisor
intends that such items conform to Franchisor’s strict &tandards and
strict specifications of consistent quality and unifermity. Nothing
contained in this Agreement shall be deemed 'to require Franchisor to
approve an inordinate nhumber of suppliers: of a given item which, in
the reasonable. judgment of Franchisor, would result in higher costs
generally to Eranchisee or prevent effective and economical
supervisién of supplie¥s by Franchisor. ‘Reguests for approval of
additional suppllers of hon-Trade Secret Féod Products or non-Branded
Productss shall be in writing and shall contain such information as
Franchiser may <Treasonably Fequest. Francliisor shall charge a
reasonable fee to Franchisee for consi@eﬁing requests for approval.
Franchisor shall, within thirty (30) days, notify Franc¢hisee whether

or not such propoesed supplier is approved. Franchisor may impose

limits eon the number of suppliets for any beverage or food item used

or served by the‘cbffeehouse;

8.9 Franchisee acknowledges ‘that in purchasing or leasing
supplies, egquipment and/or materials from Franchisor oer from suppliers
appreved by Franchisor, FRANCHISOR EXPRESSLY DISCLAIMS ANY WARRANTIES
OR REPRESENTATIONS AS TO THE CONDITION OF SAME, INCLUDING 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
PHE EVENT OF ANY DEFECTS THEREIN.

8.10 Eranchisee shall mnot, during the term of this Agreement, ox
thereafter, communicate, divulge, or use for the benefit of any other
person, persons, partnexrship, association or  corpération any
confidential infeormation, knowledge; recipes, beveragefﬁooa
preparation methods, or khow-how concerning the methods of operation
of the business franchised under this Agreement which may be
communicated to Efanchisee, or of which Eranchisee may be apprised, by

virtue of Franchisee’s operation under the terms of this BAgreement.

Franchisée shall diwulge such confidential information only to such of
its employees as must have access to 1t in order té operate the

coffeehouse.. Any and all information, knowleédge and know-how, ahd
other data which Franchiser designates as <confidential, shall be

deemed confidential for purpeoses of thi§ Agreement, except information
which Franchisee ¢an demonstrate came to Franchisee’s attention prior
to disclosuré thereof by Eranchiser; or whlch, at the timeé of
disclesure by Franchiser to Franchisee, had become a part of the
publie domain, throtigh publication or communication by others; or

which, after disclosure to Franchisee by Franchisof¥, becomes a ‘part. of

the publlc domain, through publlcatlon or communication by others.

8.11 Franchisee shall only sell or offer for salé such products

as described in the primé lease; and Franchisee must obtain
Franchisoe¥'s written approval for all contefiplated menu changes and
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all addrtions to and/or deletions of items sold in Franchisee’s
Coffeehouse.

8.12 Franchisee shall comply 'with .all the terms, conditions;,
reqguirements, covenants an& agreements set forth in this Agreement,
and any renewals thereof, and supply Franchisof with such informatien
(in addition to that otherwise providéd for in this Agreement) as may
be redsonably requested by Franchisor.

8.13 Franchiseé shall use a stanhdard mehu and menu format as
required by Franchisor. Franchisee may employ any reputable printér to
reéproduce Franchisee’s menus using Franchisotr'’s format and
specifications. Thig provision shall not constitute a license of any
copyright or trademark to the prospective printer of such menus. Any
changes inm the menu used at the Coffeehouse .shall be approved in
wLiting by Franchisor prior to use. At Franchisor’s discretion the
standard menu format may contain advertising reference to other.
Coffeehouses.

8.14 Franchisee shall promptly pay when due all taxes levied or
assessed, including, without limitation, fedéral income taxes; sales
taxes, unemployment taxes and all indébtedhess to Franchisor .incurred
by Erarichisee in the conduct of ‘the business licensed by this
AAéreement_

8.15 Franchisee shall comply with all federal, state and loeal
laws, rules and regulationms, ahd shall timely obtain afiy and all
permits, certificates, or licenses necessary for the full and proper
conduct. of the business licensed by this Agreement, including, without
limitatioh, operation licenses, licenses to do business and fictitious
name registration.

8.16 Franchisee shall notify Franchisor, in writing, within five
{5) days of the commencement of any actien; claim, suit or proceeding,
and ©of the ‘4dssuan¢e -of any order, writ, injunetion, suit ‘-ern
proceeding, award Or decree of any ceurt, adgency or other -govetnmental
instrumentality which may adversely affect the operation or fihancial
condition of the Coffeehouse.

8.17 Franchisee shall, noet pledge Franchisor’s credit or bind
Franchisor to any obligatiom, ner shall it hold itself ocut as being
authorized to do so.

8.18 Franchisee shall ‘require all personnel employed by
Franchisee to wear standard rélated uniforms and attire during
format. Franchisee $hall be permitted to purchasé such uniforms and
attire from maniafacturers or distributors approved by Franchiser,
which uniforms and attire must be in strict .accord with Franchisor’s
design and other specifications.
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8.19 Franchisor and Franchisee understand and agree that the
gperation of the Coffeehouse, maintenance of its premises and
égquipment, conduct and appearance of its personnéi, and the
preparation and sale of products therefrom are all regulated by
governmental statutes and regulations. To this end, TFranchisee oweés
an obligation to the '‘patrons of Franchisee’s Coffeehouse, Franchisor,
and to Franchisee, t¢ fully and faithfully comply with all those
applicable governihg authorities. If any product dispensed at
Franchisee’s Coffeehouse evidenceés: adulteration from the standards of
Francehisor’s Menu Items, or is in violation of applicable law or
regulations; ©or 1in the event such items, premises, equipment,
personnel or operation of the Coffeehouse fail to be maintained i
accordance Wwith the governmental requirements referred to abbve,
Franchisee shall immediately notify Franchisor and provide all
relevant information requested by Franchisor, close 'Franchisee’s
Coffeehouse, terminate selling operations at the Cofféehouse, destroy
all contaminated or adulterated products and eliminate the source
theréof, and remedy all unsanitary conditiens present, reopening for
business only after Franchisor’s inspection and provided that
laboratory analysis from samples obtained for that purpose by
iFﬁanghisof evidence a compliance with the applicable governmental
requirements and with the standards of Franchisor. If Franchisee or
any of Franchisée’s agents or employees fails or réfuses to comply
with all of the above remedial measures or in the event of any
repetitién of .any adulteration or palming off or failure of sanitation
in the Coffeehouse:

A. Franchisee shall pay the costs .and expenses, incdluding
attorneys’ fees, of both parties, inecurred in enforcing the provisioens
of this Subséection or any provision of this Franchise Agreement in,
obtaining Franchisee's compliancé with the Agreement. The remedies
set forth in this paragraph are in addition to and not in substitution
for those set forth in Article XXIII of this FEranchise Agreement.

B. In. furtherance of the foregoing, FEranchisee must
submit copies of all health, sanitation or other regulatory agency
inspection reports té Franchisor immediately upon receipt thereof.

8.20 Franchisor may, frofi time to time, conduct market resSeéarch
and tesSting to determine consumer trends and the salability eof new
beverage/food préducts and services, Franchisee will cooperate by
participating in Franchisor'is market research programs, test marketing
new beverage/food products and services in fhe Coffechouse, .and
providing Franchisor with timely reports and other relevant
information regarding such market résearch. In connection with any
such test marketing, Franchisee shall purchase & reasonable quantﬁty
of the tested products and effectively promote and make a reasonable
effort to sell such products.

8.21 Franchisee shall be absolutely prohibited from having any
vending machines, lottery games or games of chance, newspaper racks,

juke boxes, gum ¢ér candy machines, games, pinball ‘machines, 'pay
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|
telephones, video games, rides or other mechanical or electronic
devices installed or operated at the Coffeehouse.

ARTICLE IX
ADVERTISING AND PROMOTIONAL ACTIVITIES

9.1 Recognizing the value of marketing and the importance of
the standatrdizatien of promotieris and public nrelations programs to the
furtherance of the goodwill and public image of the System and the
Ma¥ks, Franchisee will contribute to a system-wide adveftising and
promotional fund (thé ™“Fund”) on & weekly basis during the term of
this Agreement an amount Franchisor determines that will not exceed
two percent (2%) of Franchisee’s Gross Sales.

9.2 The Fund will be maintairiéd and administeréd as follows:

9:.2.1 Franchisee will contribute to the Fund weekly by
eléctronic transfer (as specified in the Confidential Operations
Manual) based eon Franchisee’s Gross Sales for eac¢h preceding wegk.
During any period of busirness interruption, Franchisee will <continue
fo make weekly contributions based on Franchisee’s average weekly
payment during theé eight (8) week period immediately preceding the
period of business,interruption@

9.2.2 Bhy Frédnchisor-owned Tom N Toms Coffeehouses will make
contributiens te the Fund on a basis at least equal to that described

in Section 9.1.

9.2.3 Franchisor will direct all advertising and promotional

programs, with the sole discretion of approvadl over agencies,
spokespersoils, creative cencepts, materials, and media placements and
allocations used in the programs. Thé Fund will éstablish and

maintain an oh-liné presence. Eranchisee agrees ‘that the Fund is
intended %te maximize general pubiic recognition ahd acceptance of the
Marks for the benefit of the System, and that Eranchisor and its
designéees undertake no obligation in administering the Fund to make
expenditures for Franchisee that are equivalent or proportionate to
Franchisee’s contributiens, or to ensure that Franchisee DbBenefits
directly ot ‘pro rata froem the placement of adveértising.

9.2.4 Franchisee agrees ‘that the Fund may be used to meet
the: costs of researching, preparing, maintaininq,"administexing and
directing advertising and promotional materials and programs
(including the wcosts of preparing and conducting television, radio,
magazine, newspaper, direct mail and coupon advertising campaigns and
other public relations activities; employing advertising agencies;
providing a toll-free number for prospective custometrs to call for
referral purposes; and providiig ©promotiomal brochures .and other
marketing materials ‘to franchisees in the System). All sums
contributed to the Fund will be maintained in a separate account from
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Franchisor’s general funds and will not be used to defray Franchisor’s
general opé€rating expenses, except for reasonable administrative costs
and overhead incurred in activities related to the administration or
direction of the Fund up to fifteen percent (15%).

9.2.5If Eranchiso# spends less than the toetal of .all
contributions to the Fund during any fiscal year, it has the right to
retain those contributions for use in sub’sequ"en‘f., years. I1f Franchisor
spends more than the contributioens aceumilated in the Fund during any
fiscal ‘year, it will have the. right. to receiwve from ‘the Fund
reimbursement. or credit dukrihg the ‘'same or subsequent years to the
extent of the excess expeénditure.

9.2.6 An unaudited summary report. on the operation of the
Furnd will be prepared annually and will be made .available to
Franchisee on request ninety (90) to one hundred twenty (120) days
after fiscal year end.

9.2.7Although the Fund is intended to be of perpetual
duration, Frarnchisor retains the right t¢0 tetrminate the Fund. ‘The
Fund. will not be terminated, however, until all contributions have
been used for the purposes described above or returned to tontributors
on a pro rated basis.

9.2.8 Franchisee. authorizes Franchisor to collect, for
remission to the .Fund, any advértising wor promotional monies ox
credits offered by any _sli.'lppliekr based upon Franchisee’s purchases. Any
advertising or ‘prqmotrional, monies or credits FEranchisor collects from
any suppliér based upon Franchisee’s purchases will not be ¢redited
toward Franchisee’s required contribution to ‘the Fund.

9.2.9 Franchiser 'may establish an advertising council of
franchisees. If established, the <council will advise TFranchisor on
advertising policies, and Eranchisees will eléect the members of the
council. The council will be advisory and have no operational or
decision-makihg power.  The couneil will operate under its own by-
laws, but Franchisor will havée the right to change or dissolve the
council. '

9.3 Franchisee must obtain and maintain .a bold listing 4in the
white pages directory (or equivalent) servieing Franchisee’s area
under the name “Tem N Toms” or “Tom N Toms Coffee” or any othetr name
designated by Franchisor. If otHer Tom N Toms ~Coffécehouses are
located nearby, Franchisee must participate dn any local advertising
cooperative that FEranchisor establishes or causes to be formed, if
Franchisor requirés Franchisee’s participation.. Such. particdipation
may invelve, for example, p‘ay}i‘ﬁg a pro rata share of the cost of
yellow pages advertising A('_\or equivalent) ‘placed on behalf of
Franchisee and other Toém N ‘Toms, Coffechouses. If no other Tom N Toms
Coffeehouses are located nearby, Franchiseé must maintain a display
advertisement; in a form Franchisor specifies, .in the local vyellow
pages directory (or e'quival,en;t.)?. The cost of Franchisee’s white pages
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and Yyellow -pages advertising (or equivalent) will e ©borne by
Franchisee. Franchisée may net solicit business threugh the use of an
800 (or other toell-free) number, direct mail or other advertising
method without Franchisor’s prior written consent.

9.4 Franchisee must submit to Franchisor, fot its approval, all
materials to be used for local adwertising, unless they have Dbeen
approved befdre or they consist only of materials Franchisor provided.
All materials containing the Marks must include +%the designation
trademark ™, registetred trademark ®, service mark *, copyright @, or
any other designation Franchiser specifies. If Franchisee does not
receive written oxr oral disapproval of any materials submitted within.
ten (10) days from the date Eranchisor receives the matérials, ‘the

materials are deemed approved. Franchisor may require Franchisee to

advertising, even if previously approved. Franchisor must make this
reguitement in writing, and Franchisee will have five {5) days after
feceipt of Franchisor’s notice to withdraw and/or discontinue use of
the materials oY advertising. Franchisee rmust include in any
significant display advertisements, and in marketing materials for the
Coffeehouse, in conférmande Wwith standards in the Confidential
Operations: Manual, a noéti¢e that the Coffeehouse is individually owned
and operated. Subject to any legal restrictions, Franchisee also must
display of make available, in the reception area of the Cofféehouse,

.marketing materials intended for general customers that Franchisor may

provide to Franchisee from time to time.

9.5 Franchisee acknowledges and agrees that Franchisor will own
all rights to and interest in each telephohe number and telephone

directory listihg used by Franchisee that is associated in any manner

with Franchisee’s Coffeehouse and/or with any Mark {(“Telephone
Listing”) . Franchisee; acknowledges and agregs that all. goodwill

arising from ox .in connection with the use of each Telephone Listing

will inure to Franchisor’s penefit. Promptly after the expiration,
termination, <repurchase or transfer ©of the £ranchise, and at
Eranchisee’s own expensSe, Franchisee will hnoetify all telephone
companies. with whom Franchisee has any Telephone Listing and direet
them +to transfer the 'Télephone ‘Listing' to Franchisor oér to any
person(s) Franchisor designates, and Eranchise¢ will execute .any and
all documents necessary to complete Eﬁese transfer(s) . Upon the
execution of this Agreement, Franchisee will sign a telephone transfer
consent and authorization, in a form .substantially similar to Exhibit
G, granting Franchisor the &uthority to change, transfer or terminate
Franchisee’s Telephone Listing(s) on Franchisee’s behalf: Franchisor
will use this authorization only if Franchisee does not comply fially
with this Section 9.5 after the expiration, termination, repurchase or
transfetr of the franchise.

9.6 FEranchiseé shall not maintain a World Wide Website or
otherwise maintain a presence or advertise om the iInternét or any
othér wpublic computer network in connection ‘with the Coffeehouse
without FEranchiser’s priér written ap@rovaﬁ, which Franchisof may
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withhold for any reason or for no redson: Franchisee will submit to
Frahchisor for approval beforé use, true and dorrect printouts of all
Website pages Franchisée proposes to use in Franchisee’s Website in
connection with the Coffeehouse. Eranchisee understands and agrees
that Franchiser’s right of apgproval of all suach Web materials is
necéssitated by the fatt that such Web materials will include and be
inextriecably linked with Franchisor’s Marks., Franchisee may ohly use

material which Franchisor has approved. Franchisee’s Website shall
conform to all &f Franchisor’s Website requirements, whether set forth
in the Confidential Operatidns Manuals of otherwise. Frarichlisee

agrees to provide all’ hyperlinks or other 1links +that Franchisor
requires. If Franchisor grants approval for a Website, Frahchisee may
not use any of the Marks at the site except as Franchisor expressly

permits. Eranchisee may rnét post any of Franchisor’s proprietary,
confidential or copyrighted material or ififormation on Franchisee’s
Website without Eranc¢hisor’s prior written consent. If Franchisee
wishes to modify ‘the approved site, all proposed modifications must
alse receive [Franchisor’s prier writtem approwval. Franchiseé

explicitly understands that Franchisee may not post on Franchisee’s
Website any material which any third party has any direct or indirect
ownership interest in {including, without limitation, wideo clips,
photégraphs, sound bites, copyrighted text, trademarks or service
marks, or any other text or image in which any third party may claim
intellectual property ownership interests). Frafichisée will list gn
Frarnichisee’s Website any Website maintained by Franchisor, and .any
other information TFranchisor requires in the manner Franchisor
dictates. Franchisee agrees to obtain Franchisor’s ptior written
approval for any internet domain name and/or home page address. The
Fequirement for Franchiser’s prior written approval set forth in this
Séction will apply to all activities on the Interhet ér other
communications network to be conducted by Franchisee, except that
Franchise& may maintain one or more E-mail addrésses and may conduckt
individual E-mail communication witheut Franchisor’s prior approval as
provided above if Franchisee propeses teo send advertising te multiple
addresses via E-mail.

ARTICLE X
REPORTS TO' FRANCHISOR

10.1 Franchisee shall keep full, complete and accurate books and
accounts in accerdance with generally accepted aceounting principles
and in accotdance with the System, and Franchiseée shall submit tae
Eranchisor:

A. Concurrently with the payment of the Royalty Fees, on
a form supplied or approved by Franchiser, a signed and verified
statement of Gross Salés in cash, credit and/or other charges, and
when Franchisee is tiéd into the computerized cash register system
such reports shall be transmitted electronically;
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B. Within sikty (60) days after the close of each twelve
(12) month perised, an annual profit and loss statement for the
Coffeehouse for such year and a balance 'sheet. fo6r the Coffeehouse as
of the end of such year, réviewed by an independent certified public
accolntant. Franchiser may randomly select & franchisee or
franchisees who will be required to have <an audited finaneial
statement prepared by a certifiéd public accountant selected by the
franchisee, but who shall be acceptable t& Franchisor, which opinion
may be qualified only to the extent reasonably acceptable to
FEranchisor;

C. Promptly whéeh prepared, a eopy of all of FEfanchisee'’s
Federal, State and Lecal tax returns of any kind or nature; and a
cértificate from Franchisee’s aé&countant that all Social ;SeCurity
payments, taxes and fees required to be paid by Franchisee have been
paid, and that there 4is no reason to believe that Franchisee’s
corpoetrate status, if Franchisee is a coerporation, has been impaiﬁed;
and

D Such other periodic forms and reports ds may be
reasonably presctibed by FEranchisor.

10.2 Franchiseeﬁsh&ll preserve, for a period of not less than
three (3) years, all accounting ¥Fecords and supporting documents
relating te Franchisee’s business under this Agreement.

10.3 Franchisee shall record, in a manner approved and
designated by Franchisor at the time of receipt, all sales of all
products sold, by FEranchisee frem Franchisee’s Coffeehouse in a
Computeaned cash register of a type designated by Franchisor, or on
any other machine or trecording device zrécommended or approved in
advance by FEranchisor.

10.4 In order to determine whether Franchisee is complying with
this Agreement; Franchisér or its desgighated agents shall have the
righb, at any time during reasonable business hours, to examine, at
its expense, thé books, records, cash centrol devices, inCOme‘-taX
returns, bank statements, sales records of the Coffeehouse, and the
books and records of any corporation eor partnership which owns the
franchise. Franchisor shall also have the: right, at any time, to have
an. independent audit made of the books of Franchisee. If an
inspection or .audit should reveal that Gross Sales and/or payments
have been understated in any report t¢é Eranchisor by mére than kwo

percent. (2%), théem Franchisee shall, upon fifteen (15) days’ notice,
pay to Franchisor the amount understated QPOﬁ‘demand, and in addition

reimburse Franchisor for any and all cost's and expenses cennected wikth
the inspection or audit {including without 1limitation, reasonable
accounting and atterneys’ fees, travel expenses, room and board and
compensation of employees or -agents cf Franchisor). The foregoing
remedies shall be in addition to dny other remedies FEranchisor may
have hereunder of under applicabple law.
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ARTICLE XI
CONEIDENTIAL OPERATIONS MANUAL

11.1 Franchisor shall lend ‘to Franchisee a confidential
operations manual published by Franchisor (the “Confidential
Operations Manual”) which shall include, in part, the business
pfocedures, technical advice and rules: and regulations for operating
the business.

11.2 Franchisee acknowledges=ahdﬁagnees that:

A. The <Confidential Operations Manual is, and shall
remain, ‘the proeperty of Franchisor throughout the term of this

Adreemént, any renewal herecf and théreafter:;

B. The Confidential Operations Manual contains'
confidential dinformatien which Frahchisée will protect as a trade
secrét, and its loss will cause substantial damage to Francéhisor and
othef franchisees, although the .amount wof such 1léss would be
incalculable with any dégree of accuracy;

G Eranchisee shall not reprint or reproduce any portion
of the Confidential Opeﬁations Manual for @ny reason; and

D-. Upon termination of ‘this Agreement for any ‘reason,
Eranchisee will immediately return the Confidential Operations Manual
to Franchisor.

11.3 Franchisor may reasonably add to or otherwise modify the
Confidential Operations Maniial, from time to time, whenever it
considers such additiens or modifications desitable to improve or
maintain the standards of the System and its efficient operation, or
to protect or maintain the goodwill associated with the “Tom N Toms”
or “Tom N Toms Coffee” name and Marks or to meet competition, provided
such additions or modifications .are system-wide: in nature and do rnot.
substantially increase Franchisee’s ecenomic burden.

ARTICLE XII
INSURANCE

12.1 Franchisee, at its sole cost and expense, shall obtain and
place with an insurer rated “AAA” in Best’s Directory who is
autherized to do business in +the state in whiéh Franchisee’s
Coffeehouse is located, and to keep im full force and effect during
the terms of this Agreement, insurance coverage on an “occurrence
basis” naming Franchisor, its officdets, directors and sharéholders and
any supplier of Products, and any designated primary and secondary
lessor as co-insured’s (such insurance policiés referred to below
collectively as “Ihsurance”) as follows:
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A. Broad Form Comprehemsive Genéral Liability with 1limits
of no less thah Twoe Million Dollars ($2,000,000) in case of damage or
injury to ene or more petrsons, ineluding indemnification coverage and
ypréperty damage insurance ef Five Hundred Thousand Dollars ($500,000);
both of which shall be considered primary policies;

B All risk coverage on all personal property covering
Franéhisee’s Coffeehousé and premises and contents thereof, including,
without limitation, all supplies, inventory, fixtures, and edquipment
and business interruption in amounts not less than 4is8 sufficient to
meet the co-insurance requirements of Franchisee’s pélicies, and which
buginess interruption insdrance covers at least six (6) months of
tent, royalties and advertising fees, and é&éntain a replacement value
endorsement irM an amount not less than ninety percent (90%) of the
replacemeht value thereof, and any loss shall be payable to Franchisor
ahd Franchisee as their interests may appeag;

c. Worker’s Compensation and Disability Insurance as may
be required by law;

D. Broducts Liability Insurance in an amoudnt not. less
than Twe Milliom Dollars ($2,000,000); which policy shall be
considered primary; and

Et Any other insurance cCcovérage as required by the State,
Federal or local municipality in which the franchised premises are
located.

12.2 Thé insurance shall cover the acts or omissions of each and
every one of the persons who perform services of any nature at
Franchisee’s Coffeehcuse, and shall protect against all acts of any
persons who pattonize the Cofifeehouse and shall contain a waiver of
subrogation against Eranchisor.

12.3 Prior to the. opening of Franchisee’s cof feehouse,
Franchisee will deéliver to Franchisor certificates of the Insurance,
togethér with the copies of the actual policéies issued, and will
promptly pay -all premiums thereon as and when the same bedomé due.
All policies shall provide that they are non-cancelable as to
Franchisor unless Franchisor receives at least thirty (30) days’ prior
written notice of cancellation. Franchisor shall have the right, but
shall not be obligated, to pay premiums due and unpaid by Franchisee
or else to ebtain substitute coverage in the case of cancellation.
Any cost thereof to Franchiser shall be added to the Royalty TFees
otherwise payable to Franchisor wunder this Agreement; provided,
however, that same shall be due and Ppayable to Franchisor by
Franchisee within five (5) days of demand therefor.

12,4 Franchisor reserves the right te demand that Franchisee
obtain Ihsurance from time to time which is different in coVerage,
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, provided such Insurancé is reasonably common .in the aktea
for similar operations.

12.5 Franchisee shall immediately notify Franchisor, im writing,
of any accidents, injury, occurrence or c¢laim that might give rise to
a liability or claim against Franchisor or which could materially
affect. Franchisee's business, and such notice shall be provided no
later than ‘the date upon which Franchisée notifies Franchisee’s
irnsurance Cartrier.:

ARTICLE XIII
‘RELATIONSHIP OF THE PARTIES; INDEMNIFICATION

13.1 The 'relationship between Franchiscr and Franchisee is
strictly that of a franchisor and franchisee, and Franchisee shall beé
deemed to be an independent contractor. This Agreement does not
create a fiduciary relationship bétween Franchisor and Franchisee,
jeint venture, partnership, ©f agency, and any act ot omission wof
either party shall noet bind or obligate the other except as expressly
set forth if this Agreement.

13.2 Franchisee recognizes that Franchisor has entered into this
Agreement ih réliance upon and inh recegnition of the fact that
Franchisee will have full responsibility for the management and
operation of the business, and that the amount of profit or loss
resulting fxom thé operation of ‘the pusiness will be direetly and
solely attributable 'to the perforhmance of Franchisee.

13.3 Except as eXpreéssly granted in this Agreement, Franchisee
recegnizes that nothing contained in this Adgreement shall be construaéd
as giviﬁg to Franchisee or to amy other person or entity, any right or
interest in Franchisor’s names, Marks, trade secrets, methods,
procedures or téchniques developed by Franchisor and used in the
System. Further, except as specificailydset forth in Article I above,
nothihg contained in this:vAgreement shall be construed 4&s limiting
Franchisor’s right, title or interest in the “Tom N Toms” or “Tom N
Tems Coffee” name, Marks, trade secrets, tethods, procedures and
techniques whi¢h are .a part. of the System or Franchisor’s sole and
exelusive right to register trade secrets, methods, procedures and
techniques.

13.4 In all public records afid prominently displayéd in
Franchisee’s Coffeehouse and in Franchisee’s relationship with third
parties, as well as on letterheads and business forms, Franchisee
shall indicate ~cleaf1y the .independent ownhership of Franchisee’s
Coffeehouse, and that the operations of same are separate and distinct
from fthe operation of Franchiscr¥’s business. FranchHisor shall have
the absolute right to approve and/er supply any sign displays
containing the foregoing. ) ]
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13:5 Franchisor shall have né liability‘ for any sales, , use,
excise, gross Treceipts, property or other taxes, whether levied upon
Franchisee, the Coffeehouse or its assets, or upon Franchiser in
connection with sales made, services performed or bBusiness conducted
by Franchisee.

13.6 Franchiseé shall indemnify and hold Franchisér and its
Subsidiaries, affiliates; stockholders, directotls, officers,
employees, agents and assignees harmless against, and to reimburse
them for any 10s5, liability, ‘taxes or damages (actudl or
congequential) and all reasonable costs and expenses of defending any
¢claim brought against any of them or any action in which any of them
is named as a party (including, without limitation, reasornable
accountants’, attorneys’ and expert witness fees, costs of
investigation and proof of facts; court costs, other 1litigation
expenses and travel and living expenses) which any of them may suffer,
sustain or incur by reasen of, arising from or in connection with
Franchisee”s ownership or opération of the Coffeehouse, which is due
‘to Eranchisee’'s negligence, breach of contract or other ¢ivil wrongs,
unless such loss, liability or damdge is solely due to the negligence

of Franchiser (or any ©f its affiliates; i.e., any  company
controlling, c¢eéntrolled by, or under common contrel with Franchisor)
in producing, handling or storing the proprietary beverage/food items
sold to Franchisee (provided Franchisefr shall have established that
Franchisee inspected such Dpropfietary  beverage/food items in
accordance with the procedures set forth in the Confidéntial
Qperatiens Manual and could not have reasénably discovered the
adulteration or other defect in Such proprietary beverage/food items
which was the case of such loss, liability or damage). Franchisee
acknowledges @nd agrees that any action or inaction by any third party
{é.g+, an independent wcarrier) which is not an affiliate of Franchisor
in connection with handling or storing the Products shall not be
attributable to 6r constitute négligence of Franchisor.

13.7 Franchisor shall indemnify and ‘hold Franchisee harmless
against, and to reimburse Franchisee for, any loss, liability or
damage (actual or consequential) and all reasonable costs and expénses
of defending any claim brought against Franchisee or any action in
which Franchisee is named as a party (in¢luding, without limitation,
reasonable accountants’, attoerneys’ and expert witness feés, costs of
investigation and proof ef facts, court costs, other litigation
expensés and travel and living expenses) which Frafichisee may suffer;
sustain er incur solely by reason of, arising from or in connection
with the negligence of Franchisor (or any of its affiliates, i.e., any
company controlling, c¢ontrolled by or under coémmen control with
Franchiseér) in producing, handling of storing the Products (provided
Franchisee shall have ¢&stablished that Franchisee .inspected such
Products in aécordance with the procedures set forth in the
Confidential Operations Manual and c¢ould, not have reasonably
discovered the .adulteration or other defect in such Products which was
the cause of such loss, liability or damage). Franchisee acknowledges:
and agrees that any action or inactien by any third party (e.g.; an
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independent. carrier)r which is not an affiliate o©f Franchisor in
connection with hanhdling or storing proprietary beverage/food iteris
shall not be attributable to or constitute negligence of Franchisor.

ARTICLE XIV
COVENANTS NOT TO COMPETE

14.1 During the term of ‘this Agreement, or any extension
thereof, neither Franchisee, nor any partner, if Franchisee is a
partnership, nor .any 'sha%éhelder, if FEranchisee is a corporation,
shall either directly or indirectly for himself or herself or on
behalf of, or in conjunction with any other person, pérsons,
partnersiip, aSsociation or c¢orporation, own; maintain, engage in,
participate. or have any interéest in the Jperation of any ehterprise
which is the same or substantially simdlar to the Tom N Toms
franchiseé, of any other business which distributes; proeduces or sells
the Menu Items (where the cumulative sales of 'such Menu Items comprise
at least 50% of total sales of suth business), provided, howewver, that
this prohibition should not apply to the ownership by Franchisee of
additional Tom N Toms Coffeehouses.

14.:2 For a peried of two (2) years Tfollowing +termination,
expiration, or non-renewal of this ,Agreement, except where the
terminatioli oecurs due to the fault or action of Franchisoer and not
duer to default of Franchiséé or any partner, 1f Franchisee 1is a
partnership, or any shareholder, 41f Franchisee is a corporation,
Franchisee shall hot, except with respeect to ‘the ownership or
operation by Franchisee of additignal Coffeehouses:

A, Engage, empley or compensate or seek to employ any
person whe is at that time engaged, operating or employed by or at any
other Coffeeghouses, or to otherwise directly or indirectly induce such
person to leave employment at anhy Coffeehousey '

B. Either directly or indirectly for himself or on the
behdlf of, wer in conjunction with, .any other person, persons,
partnership, association or c¢orporation, own, maintain, engage 1in,
participate in, ©r have any interest in the operation of ahy
enterprise which directly or indirectly competes with or is the same
ot substantially similar to the franchise covered by this Agreement,
6r which distributes, -produces or sells the Products within the
“Minimum Area of Competition”. The “Minimum Area of Competition” shall
be deemed té be that area which is within a radius of five (5) miles
from Franchisee’s Coffeehouse, or any other Coffeehouse in operation
on the effective date of termination or expiration, whether franchised
or ‘company-owned.

14,3 If Franchisee fails or refuses to comply with any cdvenants
of this Article, evemn if such failure or refusal is based upén & claim
that the laws of any particilar Jjurisdiction execuse such non-
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compliance, or make the provisions unenforceable in whole or in part,

and provided that the Hjurisdiection in which Franchisee’s Coffeechouse

is located pérmits, Franchisee separately covenants and agrees that
while this Agreement is in effect and for two (2) years after its
termimation, except where termination occurs due to the fault or
action of Franchisor and not due to default of Franchiseeée, Franéhisor
shdll. have the right to reguire that all sdales made in the operation
6f any Dbusiness which directly or indirectly competes with:
fta) Franchisor; (b) a Coffeehouse; or (c) the System, of which
distributes, producés or sells any of the Products (i) angwhere, if
this Agreement is then in effect, or (ii) within the Minimum Area of
Competition, if this Agreement has been terminated, shall be reported
to Franchisor. Franchisee agrees to pay Franchisor upon demand, ‘the
weekly fee of Five Huhdréd Dollars ($500) at the times and in the

manper sSpecified in Article V above, all without being deemed to

révive, modify or expand this Agﬁeementu The covenants of this

Article shall survive the termination of expiratien of this Agreement.

14.4 Franchisée shall not, during the tezm of this Agreement or
after its ‘termination or nomn-renewal, comhunicate or divulge to any
other person, persons, partnership ©r cerporation; -any information or
knowledge c¢oncerning the methods of operation uséd in a Coffeehouse
fianchise, nor shall Franchisee disclose or divulge, in whole or in
part, any trade secrets of Franchisor ot its affiliated companies or
subsidiaries.

14.5 The <covenants contained ' in Seections 14.2, 14.3 and 14.4
dbove shall be construed as irdependent. of any other covenant of
provision of ‘this Agreement. If all or any portien of a covenant in
thiss Artiecle is held unreasonable or upenfbnceable‘ by a court or

agency ‘having valid jurisdiction in ary unappealed fimal decision ‘to
which Franchisor is a party, Franchisee expressly agrees to be bound
by any lesser covenant subsumed with the terms of such covenant that

impgses the maximum duty permitted by law, as if the resulting
covenant were separately stated and made a part of this Article.

14.6 Franchisee acknowledges that the foregoing restrictions are
reasenable, are mot vague or indefinite, and are designed te protect
the legitimate business interésts of Franchisor, and that in the ewvent
of a breach ¢f covénants contained in this paragraph, the damage to
Franchisor would be difficult to asgertain. In addition ‘to the
llquldated damages payable to Frahchisd¥ as provided belew for the
breach of any or &ll of the above covenants, Franédhisor shall be
entitled to seek injunctive .and/or other eguitable relief against the
vielation of any of those covenants, ktOgéther with reasonable
attorneys’ fees and costs.

14.7 Covenants ¢ontained in this Article shall bé construed as
severable and independent and shall be interpreted and applied
consistent with the requirements of reasonableness and ‘equity. Any
judicial ‘reformation of these «cowvenants <consistent with this

linterpnetatlon shall be enforceable as théugh contained in this
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Agreement and shall not affect any other prdvisiéns 6r terms of ‘this
Agreement.

ARTICLE XV
MODIFICATION OF THE SYSTEM

Franchisee understands and agrees that the System must not remain
static 1if it 1is to meet, without. limitation, préséntly -unforeseen
changes in téchnology, competitive cilrcumstances, demographics,
populations, consumer trends, societal. trends, other market place
variables and the needs of customers, and to best serve the interests
of TFranchisor, Franchisee and all other frarchisees. Accordingly,
Franchiséee expressly understands and agreés that Franchisor may from
time to time change the components of the System, including, but not
limited to, altering the >pr0ductsp programs, services, methodss,
standards, Eforns, policies and procedures ©f that System; abandoning
the System altdgether in favor of another system in connection with a
merger, acquisition, other business combination or for dother reasdns;
adding to, deleting from or modifying these programs and services
which Franchisee's Coffeehouse is authorized to offer; modifying or
substituting entirely the building, premises, equipment, signage,
trade dress, décor, colo¥ schemes and uniform specifications and all
other unit construection, design, appearance and operation attributes
which Franghisee 1is required to observe hereunder; and <changing,
improving or modifying the Marks. ‘'Subject to the other provisions of
this Agreement, Franchisée expressly agrees to abide :by any such
modifications, changes, additioens, deletiofis and alterations,
provided, however, that those changes, do not materially and
unreasonably increase Franchisee’s obligations under this Agke€ment..

Franchisée shall accept, use and effectuate any such‘changes or
modificatioens to; or substitution oef, the System as if 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 ekpensés, losses or damages sUstdined by
Franchisee as a résilt of any of the modificatioils contemplated
hereby. Franchisee covenants not to Ccommence -or Join in any
litigation of other proceeding against Franchisor or any third party
complaining of any such modifications or seeking expenses, ldsses .Or
damages caused thereby. Finally, Franchisee expressly waives any
claims, demands or damages arising from or related to the foregoing
activities in¢luding, without limitation, any w«claim of breach of
conttract, breach of fiduciary diaty, fraud, and/or breach of the
implied cowvenant of goaed faith and fair dealing.

35

Page 106:0f 228



ARTICLE XVI

'The term “Franchiseée” shall include all petsons ‘who succeed to
the interest of the woriginal Franchisee by transfer or operation of
law, and shall be deemed to include not only the: individual or entity
defined as “Franchisee” in the intreductory panagraph‘ of this
Agreément, but shall also inc¢lude partners of thée entity that execute
this Agreement in ‘the eéwent the entity is a partnership, and all
shareholders, officérs and directors of the entity that execute this
Agreement 1h the event the entity is a corporatien. By their
signatures to this Agreement, all partners, shareholders, officers and
directors of the entity that signs this Agreement as Franchiseé
acknowledge and .accept, Jjoilmtly and severally; the duties and
obligatiens imposed upon each of them, individually, by the terms of
this Agreement. The sihgular usage includes the pliral and the neuter
and masculine usages inciuderghe other and the feminine.

ARTICLE XVIT
'TERMINATION

17.1 FEranchiserx may terminate this Agreement upen the occurrence
of any of the Tollowing events of default:

A Failure by Franchisee to make complete and timely
payment of :any and all fees and billings dueé FEranchisor .or any of its
subsidiary or affiliated corporations;

B. Failure to comply with the reporting or record keeping
reguirements of ‘this Agreément, and/or the wunder-reporting of Gross
Sales by two percent (2%) or more;

G The misstatement by Franchisee of any material tfact,;
or failure to disclese or the understatenmernt of any material fact in

any repert furnished to Franchiser pursiant to this Agreement or the
Confidential Operations Manual, whether or not such misstatement or

failure to disclose or understatement is intentional;

D. A Dbreach by Franchisee of any prowvision of this
Agreement, any ‘material provision of ‘the Confidential Operations
Manual, or -any other agreement between Franchisor and Franchisee or
any of its subsidiary or affiliated corporations;

E. Failure by Fﬁanchisee to make good faith efforts to
carty out the provisiocns of this Agreement;

F. Franchisee’s engagirng in any conduct or practice that,
ih the reasonable opinion of Franchisor, 1is detrimental or harmful to
the good name, goodwill or reputation of Eranchisor or its products ot
other frantchisees or the public;
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G. Franchisee’s engaging in any cofidict or practice that
is a fraud upon consumers, or is an unfair, wnethical, or deceptive
trade, act or practice;

H.. Any pledge or attempted pledge‘of Franchisor'’s credit
by Eranchisee, or an attempt by Franchisée toé bind Franchisor to any
obligation;

I. Failure by  Franchisee to participate in  the
advertising, promotienal, or marketing Aactivities, services, and
programs that aré established by Franchisor or Franchisor’s National
Advertising Fund;

J. Unautheérized or Improper use by Franchisee of
Franchisor’s Marksy

K. Misuse or unauthorized disclosure by Franchisee of the
Confidential Operations Manual,; information or materials;

L. Failure to wuse or sell any of the proprietary
beVeragleood items to the exclusion of those of any competitors and
the failure to perfefm all of the services required by Franchisor,
including but noet limited to the forwarding of copies of all health or
sanitation or other regulatery agency ﬁepért§ to Franchisor
immédiately upon receipt thereof;

M. Failure to open Franchisee’s Coffeehouse at the
location designated by Franchisee within the time specified in the
léease or sublease;

N. Except as otherwise provided herein, failure by
Franchisee to purchase Eranchisee’s entire requirement of any of the
proprietary beverage/food items either from Franchisor or from sources
of supply desighated by Franchisor and to sell the same to the
coﬁsumiﬁngubliC‘using Franchiseé’s best efforts;

0. Failire to correct any local, state or municipal
healthy of¥ sanitation law or code violation within twenty-four (24)
hours after being cited for such violation; or

P. Sale: of any proprietary beverage/food items to other
than the retail custemer (ulfimate consumer), without FEranchisor’s
prior consent.

17.2 Po terminate Franchisee for default of ‘this Agreement
pursuant, to Section 17.1 above, Framchisor shall first provide
Franhchisee with writtén notice of termination, which notice shall
specify the réason for and the Effective Date of Termination. This
Agreement shall terminate onm thé date specified in the notice, which
shall not be less than thirty (30) days from the date of the hnotice
(or 'such longer peried as provided by State law), unless:
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A. FEranchisee cures thé default or reason for termination
during the notice perisdd;

B Franchisee has in géod faith initiated a cure of the
default or reason for termination within the notice peried, and such
default ofr reason cannot be completely cured during the hoetice period
becaise of factors reasonably beyond thé eéxclusive control. of
Franchisee, in which event Franchisor, by notice, shall permit
Franchisee a reasonable OPportunityy in light of such;‘factors, Lo
effect a complete cure; or

C. The provisions of Subsection. 17.2 A and B
notwithstanding, this Adreemeiit shall nonetheless: te¥minate if:
(i) the default or reason for termination has been .sét forth in two
(2) priofF notices of termination within any priér twelve (12) month
1péridd; or (ii) two (2] or more hedlth <¢ode violations have béen
committed within any prior twelve (12). month periodb or
(1ii) Franchisee 1is terminated as a result of under-reporting Gross
Sales by two pércent (2%) or more.

17.3 Upon written notice to Franchisee, Franchiser may, withHout
right to cure, Iimmediately terminate this Agreément if any wof the
following évents of default occur:

A. Any action by Franchisee, any of Franchisee’s
partners, 1f Franchisee 1is a partnership, oz aﬁy of its wofficers,
direetors or stockholders, if Franchisée is a corporatien, which
results in:

(1) An affirmatiwve act of insolvency;

(ii) An assignment for the benefit of creditors; or

(iii) The filing of a petition under any bankruptey,
neorganization,.iqsolVency; or meratorium law, or any law for the
relief of, d¢r relating to, debtors, except with respect to any

relief pérmitted under the Federal Bankruptcy' Code.

B. The filing of any involuntary petdition under any

pankruptcy statute against Franchisee, any of its partners, or any of

its stockholders owning at least twenty-five (25%) percent of any
c¢lass of stock, or the appointment of any receiver or trustee to take
possession of propexrty of Franchisee; any of its pattners, or any of
its stockholdéers owning at least twenty-five (25%) percent of any
class of stock of Franchiseej i

c. Failure by Franchisee to satisfy fully & civil

Jjudgment. oebtained against. Franchisee for a pétiod of more than thirty:

(30) days after all rights of appeal have béen exhausted, or execution
of such a judgment, execution of a lien, or foreclosure by a Secured
party or mortgage against Franchisee’s property, which Jjudgment,
execution of a lien, or foreclosure by a sécured party or mortgage
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would have an adverse -or <detrimental effect upon Franchisee's
franchised operation;

D. Conviction of  FEranchisee, or any partner of
Franchisee, or any officer, director, or stockholder owning at least
twenty-five (25%)'percent of any class of stdock of Eranchisee, or the
manager of Franchisee’s franchise, of any crime which in thé opinion
of FEranchisor would adVérﬁely;'affect' the goodwill @or interest of
Franchisee or Franchisee’”s Coffeehouse;

E. The uncured default by Franchisee under any lease or
siblease of Franchisee’s Coffeéhouse which could possibly result in
the loss by Franchigsée of ‘the right to possess for any reason
whatsoever,;

F. A final Jjudgment or the unappealed dec¢ision of a
court; regulatomy officer, .agency; ©or qgasi~feguiatory agency that
results in the temporary or permanent suspensions or revocation of any
permits or licenses, ‘possession of which 1is a prerequisite to the
operation of Franchisee’s business or is required ufider applicable
law;

G. The direct or indirect assignment, transfer, sale or
encumbrance by Franchisee of this Agreement ot franchise or any of
Franchisee’s rights or privileges contrary té this Agreement, or anhy
attempt by TFranchisee to sell, assign, transfer or encumber the
coffeehouse contrary to the terms of this Agreement;

H. Failure by Franchisee to remain open for busihess as
required by this Agreement or as may be required by thé Confidential
Operating Manual, as may be limited by leecal law or the pzime
landlerd, or the abandonment or’vaéa@ing‘by Franchisee of Franchisée's
coffeehouse or for three (3) or more consecutive days (of for such
gther period as would e dgreunds for termination of Franchisee’s
sublease); or

I. Pissolution, judicial or otherwise, or liguidation of
Franchisee, if Franchiseeé is a corporation or parthnership.

ARTICLE XVIII
RIGHTS AND DUTIES OF THE PARTIES
UPON EXPIRATION OR TERMINATION

18.1 Por the purpose of this Adgreement, the “Effective Date of
Ternmination” shall be the date indicated in any notice of termination
sent pursuant to Section 17.2 or 17.3 of this Agreement or the day
after the Initial Term, as set forth in Section 4.1 of this Agreement.

18.2 'Upon ‘the Effective Date of Termination, Franchisee shall no
longer be an authorized franchisee, and Franchisee shall pay all sunms
of money due Franchisor or any of its subsidiary or affiliated
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¢orporations within fifteen (15) days of the Effe¢tive Date of
Termination, unless Franchisor gives written notice of an extension of
this periocd.

18.3 Upon the Effective Date of Terminatien, Franchisee shall
discontinue the wuse of all Marks owned by or associated with
Franchiser and all similar names and marks, or any other designation
or mark associating Franchisee with the System. If Franchisee 1is a
corporatiomn ox.‘paitnership and, notwithstandiﬁg‘ the prohibition of
utilizing the “Tom N Toms” oF “Tom N Toms Coffee” name in its
corporate or partnership namé, has used the “Tom N Toms” or “Tom N
Toms Coffee” name or any names, marks of designations that associate
Franchisee with Franchisor in it$ corporate o% partnership riame,
Franchisee shall, within fifteen (15) days of the Efféctive'Date of
Eermﬁnatign, take all necéssary steps to eliminate “Tom N Toms” or
“Tom N Toms Coffee” from its corporate or partnership name, at
Franchisee’s owh cest and expense.

18.4 Upon the Effective Date of Termination, Franchisee shall
cease displaying and using all signs, stationery, letteérheads, forms,
manuals, printed matter, advertising, and other material containing
the Marks, ™“Tom N Toms,” “Tom N Toms Coffee” or any othe¥ .names,
narks, or designations that associate Eranchisee with the System.

18.5 After the Effective Date of Terminatien, Franchiseé shall
not take any action indicating or implying that Franchisee is an
authorized franchisee.

18.6 Franchisee shall maintain all financial records and reports
required pursuant te this Agreement ot the Confidential Operations
Manual for <a period of not less than ‘three (3) years after the
Effective Date of Terminatien. Franchisee shall permrt Franchiser to
make final inspection of Franchisee’s financial records, books, ‘tax
returns, and other accounting records at any time in the three (3)
yeadr period follewing the Effectivé Date of Termination.

18.7 Upon the Effe¢tive Date of Termination; Franchisee shall;
pufsuanht to the lease or sublease or conditional leagé assignment and
upon demand of Franchisor; vacate and surrender the Cofféehouse
premises in adecordance with the terms and conditions under the terms
of the lease, sublease and/or conditional lease assignment.

18.8 Upon the Effective Date of Terminatién, Franchisee shall
cease all use of telephone numbers used by Franchisee while ¢conducting
business as a “Tom N Toms” franchise and shall promptly eXecute such
decuments or take such steps necessary to remove Franchisee”s listihg
as a “Tem N Toms” franchise £fom the “Yellow Pages”, all other
telephone directories, annd all other ttade or other business
directories.

18.9 Within fifteen (15) days from the Effective Date of
Termination of this Agreement, Franchiseé shall immediately turn over
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to Franchisor all manuals, including the Confidential Operations
Manual, records, files, .instructions, recipes, menus, correspondence,
any and all materials relating te the operation of the Franchised
Business in Franchisee's péssession; and all copies of such written
materials (all of which are acknowledged to be Eranchisor’s property),
and shall retain no copy or record of any of the foregeing; except
only Franchisee’s copy of this Rgreement, and, of any corresponderice
between the 'parties, and any other documents: which Franchisee
reaséhably needs for <ompliance with any provision of law and the
records described in Section 18.6 above.

18.10 If Franchisor notifies Franckisee of its intént to .do so
within ten (109 days after the Efféctive Date of Termimation,
Franchiser sKHall have the right Ybut not the duty) to purchase any or
all of the signs, advertising material, supplies, equipment and any
items béaring Franchisor’s Marks at Franchisee’s cost or fair market
value, whichever is less. If the partieés cannot agrée on fair market
value within a reasonable time, each party shall designate an
independént gualified appraisef, .and their joint determination shall
be binding on beth parties. If these appraisers are unable to agree
upon a fair market wvalue, they will designate a third, approved
appraiser whose determination shall be binding upeh both parties. if
Franchisor eleécts to exercise its option teo purchase, it shall have
the right to set off all amounts due E£rem Franchisee under <this
Agreémehtv and the c¢est of the appraisal, if any, against any payment
therefor.

18.11 No right or remedy conferred upen or reserved to Franchisor
in this Agreement is exclusive of any other right or remedy contained
in this Agreement, or provided or permitted by law or equity, but each
shall be cumulative of every other right or remedy.

18.12Liquidated Damages.In the event this Agreement is terminated
by Franchisor in accordance with its terms, Franchisee shall pay to
Franchisér within 30 days of the daté wof the termination; as
liquidated damages for the prematurée termination of this Agreement and
not as a penalty, an amount equal to the averagé monthly royalty fees
paid by Franchisee. in the 12 months immediately preceding the
effective date of termihation multiplied by the total rnumber of months
remaining in in the term of this Agfeement, THe dmount of liguidated
damages shall then be reduced to the present valie of such payments as
of the date of termination utilizing ah iphtérest rate of Ffive percent
(5% . Franchisee acknowledges: that FEranchiser’s losses would be

difficult te ascertain and that the amount calculated under ‘the

formula specified in this paragraph was a reasonable estimate of
Franchisor’s potential actual damages to be sustained by FPranchisee's
breach and does not. constitute a penalty or forfeiture. Franchise
further acknowledges that theé damages described herein (i) are true
liquidated damages; (ii) afe intended to compensate. Eranchisor for its
damages; (iii) are not a penalty; (iVv) are a reasonable estimate of
Franchisor’s prgbable loss resulting from Franchisee’s breach, vieiwed
as of the Effective Date; and (v) will be in addition te all other
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rights Franchisor has wunder this Agreement to obtain 1legal or
equitable rélief.

18.13 Nothing c¢ontained in ‘this Agreement shall be deemed to
relieve TFrarichisee of any obligations or responsibilities or
ligbilities +#imcurred by Franchisee during the term of this Agreement
or any renewal term, of Franchisee”s lease or sublease and which
obligations, résPQnsibilities or liabilities shall survive the
termindtion, exXpiration or non-fenewal of this Agneement, Franchisee’s
lease or siblease.

ARTICLE XIX
COMMENCEMENT AND HOURS. OF OPERATIONS

Franchisee recognizes that contihuous and daily availability of
any of the proprietary Menu Items and Products to thé public is
essential to the adequate prométion of Franchisee’s Coffeehouse, and
that any failure to provide such availability affects Franchisor béth
locally and natlomally: Franchiseé shall make Franchisee or
Franchisee’s ‘trained manager peérsonally available to provide the
Products to the censuming public at a minimum 6f ten (10) hours péer
day, seven (7) days per week, or as required by any lease or sublease
if differemnt, except where prohibited or otherwise regiilated by a
governmental authority, including any state or local Jlicensing
authority, and shall otherwise conduct the business in accordance with
génerally accepted_‘buéiness standards. These requirements may be
changed by Franchisor from time to time and upon redsonable notice to
Fnanchiseé and may differ from one franchisee to another, based upon
@hevspecific»characteriseics of a particular location.

ARTICLE XX
TRANSFERABILITY OF INTEREST

20.1 Eranchisee understands and acknowledges that the rights .ahd
duties created by this Agreement are peksonal to Franchiseeg, gnd that
neither this Agreement nor the franchise granted shall be assignable
or transferablé by Franchisee, nor may the same be motrtgaged, pledged
or encumbered by him without the express priof written comsent of
Franc¢hisor. Any purported as&ignmemt,;mOEtgage, pledge or encumbrance
of any rights under this Agreement or the franchise, without the prior
written consent of Franchiscr, shall be null and void. The Jissuance
or transfer of any stock (including by way of .any public stock
ofifering) or partnérship interest (s) in Franchisee, or its merger, a
¢onsolidation or dissolution, if Freanchisee is a eorporation or a.
partnership, shall be deemed an assignment of this Agreement and of
the franchise.

20.2 1If Franchisee is an individdual, Franchisor hereby consents,
upon thirty (30) days’ prier written notice, to the assignment by
Franchisee of all of Eranchisee's rights and benefits under this
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Agreément., to a corporation of which Franchisee owns at least a
majority of the voting and equity stock, provided that:

A. Such corporation is néwly organized and its activities
aid corporate purposes arée donfined exclusively to acting as a
Coffeehouse franchised undetr this Agreement; B

B. Such corporation and all of its stockholders execite a
Transfer of Franchise te a Corporation form, or suc¢h other form as
shall be provided or approved by Franchiser, in whi¢h they jointly and
severally assumé all of the past and futiure obligations of Franchisee
under ‘this Agreement, to the same extént as 4if they had originally
execited this Agreement as Franchisee;

C. Franchisee or Franchisée's designated manager actively
mandages such corporation and continues to devote Franchisee’s best
efforts .and full and exclusive time to the day-to-day operation and
development of the franchise and the business of the Coffeehouse and
Franchisee shdll rémain personally liable in all respects under this
Agreement, including but not limited to payment for the purchase of
any of the Products, jointly and severally with such cerporation and
any and all other stockholders thereof; ahnd

D. All stock certificates of such corporation bear a
legend substantially in the following form, 'which shall. be printed
‘legfbly and cdnspituously on the front of each such stock certificate}

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

r’

20:3 If Franchisee, any stockholder or partner of a corporate or
partnership Franchisee, or any legal heir of Llegatee of any deceased
Franchisee, of of afy deceased stockholder or partner of any corporate
or partnership Franchisee, desires to effect any sale or aséignment of
any partnership .interest, stoé¢k or other interest in this Agreement,
or of Franchisor’s rights and benefits -urider this Agreement,
including, witheutr limitation; the  franchise granted by this
Agreement, and/or the ownership or sublease for the <Coffeehouse
franchised by this Agreément, Franchisee or such other authorized
person or party shall'give Franchisor written notice of all of the
terms of any such boena fide offer within fifteen (15) days after
receipt of such offer, and prFoviding Franchiser with all other
documenits and data required prior to Franchisor approving the sale.
Eranchisor shall have the right of first refusal, for a period of
fifteen {15) days after receipt of such fiotice, to notify TFranchisee
or such other authorized person oér party of Franchisée’'s desire to
exercise such option undek the same terms and conditions as the bona
fide offer. If Franchisor fails te exercise such option in the time
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period allotted, then FEranchiseé shall be free to <¢ofittact with the
persori who made such bona fide offer solely oh the same terms and
conditions, subject to Franchisee’s compliance with all of the other
terms and provisions of this Agreement. In the event the terms of
such bona £fide offer change at any time, thenh at the time of any
change, Franchisee must re-offer the franchise to6 Franchisor for an
additional fifteen (15) day period.

20.4 Tn addition to all of the other conditiens set forth in
Sectipns 20.2 and 20.3 above that pertain to the right of Eranchisee
to assign, transfet or sell the license créated hereunder, Eranchisee
agrees that d&any 4nd all rights of assignment, transfer or sale by
Franchisee of this franchise and the its rights aré conditioned upon
compliance with each of the following:

A, Any such assigﬁmenty transfer, or sale shall be
subjeét to the approwval by Franchisor of such assignee, and of the
moral and credit background of such assignee and any and all
Stockholders or partners of assignes, which approval $&hall not be
unreasonably withheld; '

B: The assigneé, transferee, of purchaser, and all
stockholders or partners +thereof, if &Same 1is a corporatibn foha
partnership, shall at Franchisor’s optien either petscnally assume in
writing all 6f the obligatiomns of Franchisee, disclésed or undisclosed
incLuding all obligations under this Agreement, or execute the ‘thén-
current Franchise &Agreement, in the form used by Franchisoér, except
that the Royalty Fee and Advertising Fee under theé then-current
Franchise Agreement shall not be greater than that provided by Antigle
V and IX above for the remainder of what would have been the initial
term of this Agreement. However, Franchisor .shall have theé right to
reasonably increase the Royalty Fee and the Advertising Fee, in
confofmity with the System, during any renewals of the Agreements

C. Franchisee; such assignee, transfereé or purchaser and
any and all stockholders or partmérs thereof, shall execute a general
release in favor of Franchisor, Jits officers, directors, and
employees, of any and all claims and causés of action that they may
have against Franchisor or its subsidiary or affiliated corporations
in any way relating to this Agreement or the performance or non-
performance under this Agreement. by Franchisor;

D. All prior obligations and debts of Franchisee or
corporate assignee of Franchisee owed to Franchisor ‘under or in
connec¢tion with this Agreement shall be paid concurrently with such
assignment;

E. Fnanchisee must noet be in default under this Agreement
or any renewals of this Agreement o of any lease or S3Sublease

agreement to which Franchisee is a party:

F. Assignee, transferee or purchaser shall not be in the
samé Dbusiness as Franchisor either as a franchisor, licensor,
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indepemdent operator or frané¢hisée of any chain or netwoerk which is
Similar in nature or in coémpetition with Franchisor except that the
assignee, transferee or purchaser mdy be an existing frarnchisee o6f
Franchisot;

G. Priexr €0 the effective date &f the assignment,
transfer or sale, the assignee, transferee, or purchasér nust
satisfactorily complete FranchHisor”s training program required of all
new franchisees;

H. Assignee, transfere€e, or purchaser shall, prioer to any
sucéh assignment, pay to Franchiser a non-refundable training and
transfer fee equal to Ten Thousand ($10,000) Dollars or 50% of then-
current Initial. Franchise Fee; whichever is greater (“Transfer Fee”),
to reimburse Franchisor for 'its legal and accounting £feés, Ccredit
investigation, training expénses, and other charges and expenses in
eonnection with such assignment, transfer or sale; and

L. Franchisee shall entér into an agreement with
Franchisor agreeing to subordinate such assignee’'s, transferee’s or
purchaser’s obligationrs to Franchisor; including, without limitatien,
any Royalty Fees and Advertising Fees, and any obligations of such
assignee, transferee or purchasér to make installment payments of the
purchase price to Eranchisee. ’

20.5 Franchisor shall have the right, without the need £of
Franchiseé’s consent, to assign, transfer or sell its rights wunder
this Agreement to any person, partnership,; corpgration er other legal
entity, provided that the ftransferee agrees in writing to assume all
obligations undertaken by Franchisor in this Agreement and Franchisee
receives a statement from both Frahchisor and its transféree to that
effeet. Upon such assignment and assumptien, Franchisor shall be under
no further obligation hereunder, except for accrued liabilities, if
any. Franchisee further agreeées and affirms that Franchisor may go
public; may engage in a private placement of someé or all of its
seéurities; may merge, acguire other corporations, or be acquired by
another corporation; and/or may undertake a refinancings,
recapitalization, leveraged buyout or other economic¢ or financial
résfructuring. With regard to any of the above sales, assignments ahd
dispositions, Franchisée expressly and specifically waives any claims,
demands or damages arising from or related to the loss of FEranchisor’s
name, Marks (or any variation théreof) and System and/or the loss of
association with or identification of Tom N Tonis Franchise, LLC as
Franchisor under this Agreement. Franchisee specifically waives any
and all other c¢laims, demands or damages arising from of related to

the forégoing merger, acquisition and other business combinatiocn

activities including, without limitation, any claim of divided
loyalty, breach of fiduciary duty, fradd, breach of contract wor breach
of the implied covenant of good faith and fair dealing.

Franchisee acknowledges and agrees that Franchisor has thHe right,
now or in the=futurev to purchase, merge, acquire or afifiliate with an
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existing c¢ompetitive or non-competitive franchise network, chain or
any other business, regardless of the location of that chain’s or
business’s facilities; and te operate, franchise or license those
businesses and/or faeilities as Tom N Toms Coffeehouses operating
under the Marks or afly other marks fellowing Franchigor’s purchase,
ferger, acquisitidén or affiliatiod, regardless of the location of
these facilities, which FEranchisee acknowledges may be near to any of
Franchisee’s locations.

If Franchisor as$igns its rights in this Agreemént, nothing in
this Agreement shall be deemed to require Franchisor to remain ifi the
“Tom N Toms” business or to offer or sell any products or services to.
Franchisee.

20.6 Tn addition to the requirements of this Article; Franchiseée
must, within fifteen (15) days of receipt of an offer to buy, give
Franchisor additional written notice whenever Franchisee has received
an offer from a third party to buy Franchisee’'s business franchised

under +this Agreeélent. Franchisee must also giVvie Franchisor written
notice simultaneously witb any offer to sell Franchisee’"s Cofféehouse
made by, for, or on behalf of Franchisee. The ‘purpése of this

Subsection is to enableé Franchisor to comply with any applicable state
or federal franchise. disclosure: law or riiles. Eranchisee will
indemnify and hold Franchisor harmless £for Franchisee’s failure to
comply with this Subsection..

20.7 Franchisor’s wconsent to an assignment o©of any interest
subjeet to the restrictions of this Agreement shall not Eonstitute a
WaiVer of any claims it,may have against the assignor, nor shall it be
deemed a waiver of Franchisor's right to demand éxact compliance with
any- of the terms or condifions of this Agreement by the assignee,
transferee or purchaser. R

20.8 Tf, subject to the restrictiens and conditions of transfer
coritained in this Article, Franchiseé shall attempt to raise or secure
funds by the sale of securities (including, without limitation, Common
or preferred stock; bonds, debentures .or general or limited
partnership interests) in Frfanchisee or any affiliates of Franchisee,
Franchisee, recognizing that the written information uséd with respect
thereto may reflect upon Franchisor, will submit any 'such written
informatien te Franchisor prior to its inclusion in any registration
statement, prospectus or similar offering &ircular or mehmorandum and
will thaln the wr¥itten consent of FEranchisor to trhe method of
financing prior toe any offering or sale of such sécurities. Fer each
proposed offering, Franchisee shall pay Franchiseor a non-refundable
fee in an amount equal to Fiwve Thousand Dollars ($5,000) in order to
reimburse Franchisor for its reasonable costs and experises associated
with reviewing the proposed offéering, including, Wwithout limitation,
legal and accounting fees. The written consent of Franchisor pursuant
to this Sectien 20.8 shall not imply or constitute the approval of
Franchisor with respect to the method of financing, the offering
literature submitted to Franchisor or any other aspect 6f the
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offering. No informatien tfespeéeting Franchisor or any of its
affiliates shall be inc¢luded in any securities disclosure document,.
unless such information has been furnished by Franchisor, in writing,
pursuant to the written request of Franchisee; in which Franchisee
statés the specific purpesé for which. the information is to be used.
Should Franchisor, in its sole discretion, objéct teo any reference to
Franchisor or any of its affiliates ¥ any of their businesses in such
.@fﬁering,iiterature or prospectus, such literature or prospectus shall
Tiot be used wunless and until the objectiens of Ffanchisor are
withdrawn. Franchisor assumes no responsibility for any offering.

The prospectus or other literature utilized in any such offering
shall contain the following language in bold-face type on the first
textual page thereof:

“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 MAKES ANY
RECOMMENDATION WITH RESPECT TO THE INVESTMENT
CONTEMPLATED BY THIS OFFERING.”

Franchiseé and each of its owners agreés to indemnify, defend and
held hatmless Franchisor and its affiliates; and their Teéespective
officers, directors, employees and agents, frem any and all claims,
demands, liabilities, and all costs ahd expenses (including, without
limitatien, reasondble attorneys’ fees) incurred in the defénse of
such claims, demands or liabilities, arising from the offer or sale of
such securities, whether asserted by a purchaser o6f any such security
or by a goverhmental agency. Franchiseér shall have the right (but not
the obligatioen) to defend any sueh claims, demands or liabilities
ahd/of to participate in the defefise of any actien to which Franchisor
dr any of its affiliates or any of their reéspective. officerns,
directors, employees or agents .is named as a party.

ARTICLE XXI
DEATH OR INCAPACITY OF FRANCHISEE

21.1 In the event of the death or permanent -<incapacity or
disability of Franehisee, i.e., FEranchisee is unable to operate the
Coffeehouse as an individual franchisée, or any parther of a
Eranchisee which is a partnership, ofr any shareholder owning fifty
percént (50%) or more of the capital stock of a Franchisee which is a
corporation, Ftanchisor shall consent ‘te a transfer of that
Franchisee’s intetrest to Franchisee’s heirs, beneficiaries or family
designees (teferred to in this Article .as “Transferee”) without

payment of a transfer feé, subject to the following conditions:
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A. Transferee must complete, and be approved through,
Franchisor's standard franchise selection ptocess, including
satisfactorily demonstrating to Franchisor tHat Transferee meets the
financial character &and managerial criteria as Franchisox ‘shall then
be. applying in considering applicdticns for new franchisees;

B. Transferee shall agree, 4in writing, to personally
assume liability fotr and to perform all the terms and conditions of
this Agreement to thée same extent as thé original Franchisee; and

€, If <Transferee is not approved, Franchisee ox
Franchisee”s legal représentative shall use that person’s best efforts
to sell the Coffeehouse to a party acceptable to Franchisor within
twelve (12) months from the date of Franchisee's death or permanent
incapacity or disability and Franchisor shall have the optien, but not
the obligation, to operate and/or manage the Coffeechouse for the
account of TFranchisee’s estate until the deceased or incapacitated
Franchisee’s interest 4is twrahsferred to another party acceptablé to
Franchisor. Should Franchisor elect to operate and/or manage the
franchised Coffeehouse, Franchisor +shall make a complete accounting
and shall forward fifty percent (50%) of ‘the net income for the
operation of the Coffeehduse to [Franchisee’s estate. If the
conveyance of the Coffeehouse to a party acceptable to Franchisor has
not taken place within the twelve (12) month period, Franchisor shall
have thexdption, but, not the duty, to purchase the Coffeehouse and its
equipmént at the fair market value theredéf as determined by
independent qualified appraisers selected by FEranchisor and the
estate. In the event that thése appraisers cannét agree on a fair
market value, a third appraiser shall be selected by the other two
appraisers and that appraiser’s determination shall be binding on both
parties.. However, if FPranchisor choéses not to repurchase the
Coffeehouse, then it may elect to terminate this Agreément, in which
event the business franchised under this Agreement will automatically
revert back to Franchisor, with Franchisor being obliigated to purchase
the equipment and trade fixtures adt their book value, as set forth in
the last cerkified financial statement of Franchisee:

ARTICLE XXII
OPERATION IN THE EVENT OF ABSENCE OR DISABILITY

In order to prevent any inteﬁruption of the Coffeehouse
operations which would cause harm to the Coffeéhouse, thereby
depreciating its value, if Franchisee is absent for any reasoen or is
iricapacitated by reason, of illness and 1s unable, in the sole and
reasonable judgnent of Franchisor, to operate the Coffeehouse,
Franchisee gduthotizes Franchisor, who may, at its option, operate the
Coffeehouse for so leng as Franchisor deems hecessary and pracétical,
and without waiver of any other rights or remedies Franchisor may have
under this Agreément. All monies from the oeperation of the
Coffeehouse during such peried of operation by Franchisor shall be
kept in a separate account, the expenses of the Coffeehouse, including
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reasonable compensation and expenses £6r Franchisor’s representative;
shall be charged to that account. I'f, as provided in ‘this Article,
Eranchisoer téﬁporarily operates the (Coffeehouse for Franchisee,
Eranchisee will indemnify -and hold harmless Franchiser and any
representative of Franchise® who may act under this Agreement, from
any and all acts which Franchisor may perform, as redards the
interests of FrafAchisee or third parties.

ARTICLE XXIII
INJUNCTIVE RELIEF

23.1 If Franchisee 1is in default, except for default with
respect to monies reéquired to be paid by FEranchisee to Franchisor,
under afy provisions of this Agreement, Franchisor shall be entitled
to seek a permanent injunction and any preliminary or temporary
equitable relief in oeorder to restrain thé wvieolation of this Agreement
by Franchisee or any person actifig for Franchisee or in Franchisée's
behalf. Franchisor shall be entitled to its reasonable attorneys’
fees and courts costs 1in connection with taking Such actien or in
connection with any other remedy scught by Franchisoxr; provided
Franchisor is the prevailing party. This remedy shall be cumulative to
any other remedy available to FEranchisor.

23.2 Franchisee adrees that it is impossible to measure in money
the damages which Franchisor will sustain in the event of Franchiseels
breach of this Agreement .and, therefore, in the event Franchisor
institutes injunctive proceedings wunder this Article, Franchisee
waives the defense that Franchisor Has an adequate remedy at law.

ARTICLE XX1IV
RISK. OF OPERATIONS

FRANCHI'SEE 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
REPRESENTATIONS, WARRANTIES, GUARANTEES ©OR AGREEMENTS HAVE RBREEN MADE
TO FRANCHISEE, EITHER BY FRANCHISOR OR BY .ANYONE ACTING 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 ERANCHISEE MIGHT REASONABLY EXPECT, OR THE DESIRABILITY,
PROFITABILITY OR EXPECTED <CUSTOMER VOLUME OF THE COFFEEHOUSE.
FRANCHISEE HEREBY ACKNOWLEDGES THAT ALL SUCH FACTORS ARE NECESSARILY
DEPENDENT ‘WPON VARIABLES WHICH ARE BEYOND ERANCHISOR’''S CONTROL,
INCLUDING, WITHOUT LIMITATION, THE ABILITY, MOTIVATION, AMOUNT AND
QUALITY OF EFFORT EXPENDED BY FRANCHISEE. FRANCHISEE RELEASES
FRANCHTSOR, ITS SUBSIDIARY OR AFEILTATED CORPORATIONS, OFFICERS,;
DIRECTORS, AFFILIATES AND EMPLOYEES FROM ANY CLAIMS, SUITS AND
LIABILITY RELATING TO THE ORERATION 'OF FRANGHISEE’S COFFEEHOUSE
INCLUDING, BUT NOT LIMITED T@, THE RESULTS OF ITS :OPERATIONS, EXCEET
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TO THE EXTENT THAT THE SAME IS PREDICATED UPON THE BREACH OF A
SPECIFIC WRITTEN OBLIGATION OF FRANCHLSOR CONTAINED IN THIS AGREEMENT.:

ARTICLE XXV
OTHER OBLIGATIONS

Nothing céntained in this AgF¥éement shall ‘inhibit or limit the
unrestricted right of Franchisor to ente¥ intd or engage in any
businéss or in the sale itself, or the licensing to othets for the
sale, of the prepriétary Menu ILtems other than the limitatiéns impesed
upon Franchisor by;Article I aboveé; Franchisee shall have no rights,
benefits 6r entitlement with respect thereto.

ARTICIE XXVI
FORCE: MAJEURE

Neither party shall be respensihle to the other for non-
performance or delay in performance occasioned by cduses beyond its
control, including without limitation, the génerality of the foregoing
acts or omission of other party, acts of civil or military authority,
strikes, leckouts, embargoes, insurrections or acts of God, inability
of Franchisor to purchase, deliver and/or manufactire 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 applicable time peried shall be
automatically extended for a period equal to the time lost, provided
that the party affected makes reasonable efforts to correct the reason
for such delay .and gives to the éthet party prompt netice of any such
delay.

ARTICLE XXVII
WAIVER OF VIOLATION OR. DEFAULT

Waiver by Franchisor or FEranchiseée of any violation or default
hereunder shail not alter or impair either party’s right with respect
to any subsequent violation or default, noer shall any delay ror
omission on the part of either party to exercise any right arising
from such violation of default alter of impair such party’'s rights as
te the same or any future viélation or default. An acceptance by
Franchisor of any payment from Franchisee after the date on which sach
paymeént. is due shall not operate as d waivéer of Eranchisee’s default
0¥ violation hefeunder, nor alter or impair Franchisor’s rights with
respect to such violation or default.
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ARTICLE XXVIII
NOTICE. AND. TIME

28,1 All communications reguired 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 overnight commercial ceurier service
for next businéss day deliwery, or five (5) days after being deposited
in the United States mail, for certified or registered deliwvery,
return receipt requested, postage prepaid. Notice to Franchiser shall
be addressed to.

Notices *to Franchisor:
Tom N Toms Franchise, LLC
3435 Wilshire Blwd,, Sdite 2090
Los Angeles, CA 90010
Tel: 213 568-3577

Attention: President

Notice to Franchisee shall be addressed. to:

Either party may designate another address at any time by written
notice to the other. Additionally, all payments and feports, required
to be made, by Franchisee wunder this Adreemént shall be given €06
Franchisor at the above address, except that regular reports may be
sent by regular mail. i )

28.2 Time is of the esSénce in this Agreement. with respect to
éach and ewvery provision in which time is a factor. Whenever this
Agreement refers to a period of days, the first day te be counted
shall be the first day following the designated action or event. For
any period of five (5) or fewer days; only business days (excluding
Saturdays, Sundays and hational holidays) shall be counted. Unless
expressly stated otherwise, any period longer than five (5) days shall
be measured by caléendar days, except that i1f the last day of any sucéh
period 1is not a business -day, the period shall automatically be
extended to the next business day.

ARTICLE XXIX
APPLICABLE LAW AND VENUE

29.1 This Agreement takes -effect upoen its acceptance <ahd
execution by Franchisor in California, &and shall be ‘interpreted and
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construed under the laws of California; which laws shall prevail in
the event of any conflict of law.

29.2 No rightwor remedy conferred_upon or reserved to Franchisor
or Franchisee by this Agreement is Intended to be, nor shall be
deemed, exclusive of any other right or remedy in this Agreement or by
law or equity provided or permitted, but each shall be cumulative of
every other right or remedy.

29.3 Nothing contained in this: Agreement shall bar Franchisor’s
right to seek injunctive relief against threatened conduct. that will
cause it loss or damages, under the usual equity rules, including the
dpplicable rules for obtaining restraining orders and preliminary
injunctions.

29.4 Franchisee acknowledges that Franchisee has .and will
contihue to develop a substantial and continuing relationship with
Franchisor at its principal offices in the State of California, 'where
FranchisGi’s detision-making autherity is wvested and f£ranchise
operatiens are conducted and supervised. Therefore, the parties
1rrevocably agree and consent that in any aetion or proceeding brought

by either party to this Agreement, each will submit to the exclusive
Jurisdiction and venue of any local, state or federal court located in
Los Angeles County, California.

29.5 The partiés agree to waive, now and forever, any and all
rights either may have under the fedéral RICO statute.

29.6 The parties waive te the fullest extent permitted by law,
any right to or claim for any punitive or exemplary damages against
the other, and agree that in the event of a dispute between them, each.
shall be limited to the recovery of any actual damages sustained by
it. The parties irrevocably waive trial by jury 4in any action,
proceeding or counterclaim,; whether at law or in equity, breught by
either of them.:

29.7 In the event Franchisor employs 1legal counsel or ihcurs
other expénse te enforce any obligation of Franchisee wunder this
Agreement, or to defend agaihst any claim, demand, action of
proceeding by reason of Fratichisee’s failure to perform any obligation
imposed upon Franchisee by this Agzeement, Franchisor shall be
entitled to trecover from Franchisee the .amount of all reasonable
attorneys” fees of such counsel and all other expenses incurred in
enforcing such obligation 6r in defending against such claim, demand,
action, or proceeding, whether incurred prier to or in preparatlon for
or contemplation of the filing of such action or thereafter.

29.8 TFranchisee agrees that he will not, on grounds of the
alleged non-performance by Franchiser of any of its obligations under
this Agreement, withhold paymént of any Royalty Fee, advertisging
contributions or any other amounts due to Franchisor.
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ARTICLE XXX
ARBITRATION

30.:1 IF ANY PARTY IS REQUIRED TO EMPLOY LEGAL COUNSEL OR TO
INCUR OTHER REASONABLE EXPENSES TO ENEFORCE ANY OBLIGATION OF ANOTHER
PARTY, OR RO DEFEND AGAINST ANY CLAIM, DEMAND, ACTION, ©®R PROCEEDING
BY REASON ©F ANOTHER PARTY’'S FAILURE TO PERFORM ANY OBLIGATION IMPOSED
UPON SUCH PARTY BY THIS AGREEMENT, AND BROVIDED THAT LEGAL ACTION IS
FILED BY OR AGAINST THE FIRST PARTY AND .SUCH ACTION OR ITS SETTLEMENT
ESTABLISHES THE OTHER PARTY'’S DEFAULT, THEN THE PREVAILING 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 1IN DEFENPING
AGAINST SUCH CLAIM, DEMAND, ACTION, OR PROCEEDING, WHETHER INCURRED
PRI®R TQ OR IN PREPARATION FOR OR CONTEMPLATION OF ‘THE FILING OF SUCH
ACTION OR THEREAFTER. NOTHING CONTAINED IN THIS PARAGRAPH SHALL
RELATE TO ARBTITRATION PROCEEDINGS PURSUANT ‘TO THIS AGREEMENT.

30.2 EXCEPT AS/ SPECIFICALLY OTHERWISE PROVIDED IN  TPHIS
AGREEMENT, THE PARTIES AGREE THAT ALL CONTRACT DISPUTES THAT CANNOT BE
AMICABLY SETTLED BETWEEN THEM SHALL BE DETERMINED SOLELY AND
EXCLUSIVELY BY ARBITRATTON UNDER THE FEPERAL ARBITRATION ACT, AS
AMENDED, AND IN ACCORDANCE WITH THE RULES OF THE AMERICAN ARBITRATION
LASSOCIATION OR ANY SUCCESSOR THEREOF. ARBITRATION SHALL 'TAKE PLAGE, IN
LOS ANGELES, CALIFORNIA.

30.3 EACH PARTY SHALL SELECT ONE (1) ARBITRATOR (WHO SHALL NOT
BE COUNSEL FOR THE PARTY); AND THE TWO (2) .SO DESIGNATED SHALL SELECT
A THIRD ARBITRATOR. IF EITHER BARTY SHALL FAIL TO DESIGNATE AN
ARBITRATOR WITHIN SEVEN (7) DAYS AFTER ARBITRATION IS REQUESTED, CR IF
THE TWO ARBITRATORS SHALL FAIL TO SEEECT A ‘THIRD ARBITRATOR WITHIN
FOURTEEN (14) DAYS AETER 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 SHALL BE BINDING AND SHALL BE
ENTERED IN A COURT OF COMPETENT JURILSDICTION. THE AWARD OF THE
ARBITRATORS MAY GRANT ANY RELIEF WHICH MIGHT BE GRANTED BY A COURT OF
GENERAL JURISDICTTION, INCLUDING, 'WITHOUT LIMITATION, BY REASON OF
ENUMERATION, AWARD OF DAMAGES (BUT 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 REASONABLE ATTORNEYS’ FEES,; AGAINST EITHER OR BOTH PARTIES, IN
PROPORTIONS AS THE ARBITRATORS SHALL DETERMINE.

30.4 NOTHING CONTAINED IN THIS AGREEMENT SHALL BAR EITHER PARTY
FROM. SEEKING AND OBTAINING TEMPORARY AND BERMANENT INJUNCTIVE RELIEE
FROM. A COURT OF COMPETENT JURISDICTION CONSISTENT WITH THIS ARTICLE
XXX IN ACCORDANCE WITH APPLTCABLE LAW AGAINST THREATENED CONDUCT THAT
WILL, IN .SUGH PARTY'S DISCRETION, CAUSE SUCH PARTY LOSS OR. DAMAGE.,
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30.5 THE PARTIES INTEND THAT ANY ARBITRATION BETWEEN FRANCHISEE
AND FRANGHISOR REGARDING A CLAIM OF FRANGHISEE. SHALL BE OF
FRANCHISEE’S INDIVIDUAL CLAIM, AND THAT NO SUCH CLAIM SUBJEECT TO
ARBITRATION SHALL BE ZRBITRATED ON A CLASS-WIDE BASIS.

30.6 FRANCHISEE SHALL NOT ASSERT ANY CLAIM OR CAUSE OF ACTION
AGAINST FRANCHISOR, ITS OFFICERS, DIRECTORS, SHAREHOLDERS, EMPLOYEES
OR AFFILTATES AFTER ONE (1) YEAR FOLLOWING THE EVENT GIVING RISE TO
SUCH ‘CLAIM OR CAUSE OF ACTION..

ARTICLE XXXI
ACKNOWLEDGMENTS

31.1 FRANCHISEE ACKNOWLEDGES THAT FRANCHISEE HAS :CONDUCTED AN
INDEPENDENT TINVESTIGATION OF THE FERANCHISED BUSINESS, AND RECOGNIZES
THAT THE BUSINESS VENTURE CONTEMBLATED BY THIS AGREEMENT INVOLVES
BUSINESS RISKS, AND THAT FRANCHISEE’S SUCCESS WILL BE LARGELY
PERSON, FRANCHISOR EXPRESSLY DISCLAIMS THE MAKING OF, AND PFRANCHISEE
ACKNOWLEDGES THAT FRANCHISEE HAS NOT RECEIVED, ANY WARRANTY OR
GUARANTEE, EXPRESS OR IMPLIED, AS TO THE POTENTIAL VOLUME, PROFITS, OR
SUCCESS OF THE BUSINESS VENTURE: CONTEMPLATED BY ‘THIS AGREEMENT.

31.2 FRANCHISEE ACKNOWLEDGES THAT FRANCHISEE HAS RECEIVED, READ,
AND UNDERSTOOD THIS AGREEMENT; INCLUDING ITS EXHIBITS; THAT FRANCHISOR
HAS FULLY AND ADEQUATELY EXRLAINED THE PROVISIONS OF EACH TO
FRANCHISEE’S SATISEACTION; AND THAT FRANCHISOR HAS AGGORDED FRANCHISEE
AMPLE TIME AND OPPORTUNITY TO CONSULT WITH ADVISORS 'OF FRANCHISEE'S
OWN CHOOSING ABOUT THE POTENTIAL BENEFITS AND RISKS OF ENTERING INTO
THIS AGREEMENT.

31.3 FRANCHISEE ACKNOWLEDGES 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 HERETQ, TIF ANY, AT LEAST FOURTEEN (14) CALENDAR
DAYS PRIOR TO THE DATE ON WHICH THIS AGREEMENT WAS EXECUTED.

31.4. FRANCHISEE ACKNOWLEDGES AND IS AWARE OF THE EACT THAT SOME
FRANCHISEES OF FERANCHISOR MAY OPERATE UNDER DIFFERENT FORMS OF
AGREEMENTS AND, CONSEQUENTLY; ‘THAT [ERANCHISOR’'S OBLIGATIONS AND RIGHTS
IN RESPECT TO ITS VARIOUS: FRANCHISEES MAY DIEFER MATERTALLY IN CERTAIN
'CTRCUMSTANCES ..

ARTICLE XXXII
ENTIRE AGREEMENT

This Agréement, together with the Area Development Agreement, if
applicable, and any other Franchise Agreements .the:r;eund,ei—’, constitutes
the entiré agreement between Franchisor and Franchisee with respect to
theé subject matter hereof, and this Agréeement supersedes all prior and
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contemporaneous agreéements between Franchisor and Franchisee in
connection with its subject matter. In the event of any conflict
bétween the terms of this Agreement and the térms of the ‘Area
Development Agreement, if applicable, ©r .any other Ftanchise
Agreement, the terms of this Agreement shall prevail. No officer,
employee or other servant or agent of Franchisor ¢% Franchisee is
apthorized to make any representation, warranty or other promise not
contained in this Adgreement. No change, termination or attempted
waiver of any -of the provisions of this Agreement. shall be binding
upon Eranchisor or Franchisee unless in writing and signed by
Franchisor and Franchises. Nothing in ‘this§ ofr in any related
agreement, however, is intended to disclaim the representations made
by Franchisor in the franchise disclosure document that 4is furnished
by Franchisor to Franchisee,

ARTICLE XXXIIT
JOINT AND SEVERAL OBLIGATION

If Franchisee consists of mote than one (1) person, thedir
liability wunder this Agreement. shall be deemed to be Jjoint and
several ..

ARTICLE XXXIV
SECURITY INTEREST

Franehisee grants to Franchisér a security interest in all of
Franchisee’s interest in all leasehold improvements, furniture,
furnishings, fixtures, equipment; inventory and supplies located at or
used in conhection with the Coffeehousé, now or hereafter léeased or
acguired, +together with all attachments, accessions, accessories,
additions, substitutichs and replacements therefore, and all cash and
non-cash proceeds dérived. from insurantce &r the disposition of such
collateral, té& Secure payment and performance of all debts,
liabilities and obligations of any kind, whenever and however
inéurred, of Franchisee to FEranchisor. Franchiseée agrees to execute
and deliver to Franchiser in a timely manner all financial statements
and other documents necessary or desitable to evidence, pérfect and
continue the priority of such Security interests under the Uniform
Commércial - Code.. For such purposes, the address of Franchisee and
Franchisor are set fofth im Article XXVIII of this Agreement. If
Franchisee is in good standing, Franchiser will, upon regiest, execute
suberdinatiens of its security interest to suppliers, lenders and/of
lessozrs furnishing equipment or financing for thé Coffeehouse.

ARTICLE XXXV
COUNTERPART; PARAGRAPH HEADINGS; PRONOUNS

This Agreement may be executed in any numbef of counterparts, all
of whi¢h when taken together shall c¢onstitlte one and the &same
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instrument. The paragraph headings in this Agreement are for
convenience only, and shall not be deemed to alter or affect any of
its provisions. Each pronoun used in this Agreement shall be deemed
£é include the other number of genders.

ARTICLE XXXVI
SEVERABILITY AND CONSTRUCTION

36.1 TFach section, part, term and provision of this. Agreemert
shall bé considered seéeverable, and if, for any reason, any section,
part, term or provision is determined to be irvalid and contrary to,
or in conflict with, any existing or future law or regulation, that
shall not impair the operatien of, or affect the remaining portlons,
patts, terms or provisions: of this Agreement, and the latter will
¢ohtinue to be given full force and effect and bind the parties, and
the invalid. sectiens, parts, terms or provisions shall be deemed not
to be a part of this Agreement; provided, however, that if Franchisor
determines that the finding of illegality adversely affects the basic
consideration of this Agreement, Franchiso¥ and Franchisee may
terminate this Agreement.

36.2 Anything te 'the contrary in this Agreement notwithstanding;
nething in this Agreement is intended, nor shall be deemed; to confer
upon any person ot legal entit¥y, other than Franchisor or Franchisee
and such of their réspéctive successors and asgigns as may be
coﬁtempléted by this Agreement, any rightg or remédies under or by
reason of this Agreement. ’

36.3 Franchisee expressly agrees to be bound by any proémise or
covéenant imposing the maximum duty permitted by law, which is subsumed
within the terms of any provision hereof as though it were separately
articulated in and made a part of this Agreement, that may result from
striking from any of the provisions of this Agreemeiit. any portion or
portiens which a court may hold to be unreasonable and unenforceable
in a final decision to which Franchisor is a party, or from reducing
the scope of any proiiise or covenant to the extent required to comply
with such a eourt order.

36.4 All captions in this Agreement are intended solely for the
convenience of the parties, and none shall be deemed to affect the
medaning or construction of any provisien.

36.5 This Agreement shall be executed iIn two or more

cbunteﬁpaitsr ahd each copy so executed shall bé deéemed a duplicate
(o] flg inals
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The parties have executeéd +this Agreement on the date first
written above.

FRANCHI'SOR FRANCHISEE

By= By:
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TOM N TOMS FRANCHISE, LLC
FRANCHISE AGREEMENT

EXHIBIT “A"

LOCATION AND TERRITORY

Franchisee”s Location and Territory shall be as follows:

FRANCHISOR

By:

FRANCHISEE

By

Franchisee
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TOM N TOMS FRANCHISE, LLC
\
FRANCHISE AGREEMENT
‘EXHIBIT “B”

‘GUARANTEE AGREEMENT,

THIS GUARANTEE AGREEMENT (“Guarantee”) entered irito this
day of o + 20_, by and between Tom N Tems Franchise, LLC, a
California limited liability ceompany (“Secured Party” or “Franchisor”)
and each of the undersigned 'persons and their speouses (éach a
“Guaranter”), being all of the. sharehelders or members, partners,
principals or other owners or contrelling persons, as applicable, of
the “Franchisee” of¥ “Debtor” {(as hereafter defined)..

WITNEGSETH:

WHEREAS, FEranchiseeé, (“Franchisee” ot ™“Debtor”) has entered into
& Franchise Agreement dated . 20 (codléctively, the
“Franchise Agreement”) with. the Secured Party;

WHEREAS, Guarantor holds % of ownership interést in the
Franchisee wor other beneficial owner or controlling person, as
applicable, in Debtor, or a spouse of such person, and will benefit
from the Frdnchise Agreement;

WHEREAS, the Secured Party 1is willing to enter the Franchise
Agreement with Debtor only if Guarantor agrees to guarantee the full,
prompt, cormplete and faithful performance of all the terms, covenants,
CQnditions and obildigation(s) on Debtor's part to be performed uhder
thé FEranchise Agreément, and all other agreements and Jinstruments
ancillary to suc¢h agreements, and including any amendments or rehewals
thereof (the “Documents”);

NOW, THEREFORE, in order to induce the Secured Party to enter the
Franchise Agreeément and the Documents with Debtor and for other good
and valuable consideratich, the receipt and sufficiency of which is
hereby acknowledged, each Guaranter hereby jointly and severally
agrees to be bound by the Documents and jointly and SsSeverally
covenants and agrees with the ‘Secured Party as follows:

ARTICLE T

GUARANTEE
1.1 Guarantor unconditionally quarantees the full, prompt,

COmpthe and faithfulﬁperfopmahCeqjpayment, obsérvance and fulfillment
by Debtor wof all of the terms, &ovehants and conditioens and any
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‘obligation(s) under the Documents when due and any and all fees,
royalties and other sums that may béceme due to the Secured Party from
Debtor under the Documents (WObligationfs)”). Guarantor further agrees
to pay all expenses (including reasonable attorneys' fees and legal
expénSes) incurred by the Secured Party in endeavoring té collect the
Obligation(s)y, or any part theresocf, or in securing the performance
thereof, or in enforcing this Guarantee.

1.2 Guarantor héreby covenants and agrees uncenditionally that
in the event Debtor fails t6 make any payment -due wunder the
Obligations on the due date as set forth in theADocuments; or an event
of: default occurs; as «déefined in the Documents (“Event of Default”),
within ten (10) dayis of the receipt of writtem mnotice from or on
behalf of the Secured Party to the effect that there exists suéh an
Event o0f Default and of the amount or natire of the Obligatioen(s)
which Debtor has failed to pay or perform, Guarantor will pay the
eéntire unpaid amount thereof to the Sécured Barty at its office set
forth on the signature page attached hereto. Tn thé event that the
Guaranter should fail or declifie to pay any sufis properly dué to the
Secured Party hereunder within ten (10) :days following the Secured
Party's request for the payment of any sSuch sums, then said sums shall
bear interest at annual interest rate equal te twelve percent (12%).
Further, if Guarantor shall fail to pay any amount or perform any
Obligation(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. 6r final decree against
Guarantor and collecect, 4n the manner provided by law, out of
Guarantor's property, wherever situated, the monies adjudged or
déc¢reed to be payable-

1.3 <This Guarantee 5hall not be limited to any particular
period of time, but rather shall coentihue absolutely, unc¢onditionally
and irrevocably until all the terms, covenants and conditions of the
Documents have been fully and completely pérformed by Debtor or
otherwise <discharged and/or released Dby ‘the Secured Party, and
Guarantor shall net be released from any duty, obligation or liability
hereunder so long as there is any claim of the Sééured Rarty agalnst.
Debtor arising out of the Documents which have not been pérfbrmed,
settled or discharged in full.

ARTICLE II
REMEDIES AND RIGHTS OF SECURED PARTY

2.1 The Sécured Party'shali give Guaranter netice in writing of
an Event of Default or any event WHicb‘migbt mature into an Event of
Default known te Secured Party (but neither failuré to give, nor
defect in, any notice shall extinguish or in any way affect the
Obligation{s) of Guarantdor hereunder). Nedther demand on, ner the
pursuit of any remedies against, Debtor or any other guarantor of the
Obligation(s) (“Obligor”) shall be required as a condition precedent
to, or neither the dependency nor the prier términation of any action,
suit or proeeeding agdinst the Debtor or any Obligor (whether for the

2
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same or a different reémedy) shall bar or prejudice the making of a
demahd on Guarantor by the Secured Party and\the ceomméncement against
Guarantor after such demand of, any action, suit or proceeding, at law
or in equity, for the .specifiC: performance of any cOvenant oOr
dgreement ‘contained in the Documents or for the enforcement of any
other appropriate legal or eguitable remedy.

2.2 Guarantor's liabildity hereunder is primary, <direct and
immediate. Guarantor agrees that neither:

(i) The exercise or the Failuke t0O ekérecise by the Secured
Party of any right's or remedies conferred on it unde¥ the
Docuinent's, hereunder or existing at law or othefwise, or against

any collateral;
(ii) The recovery of a judgment against Debtor or Obligoxi

(iii) The commencement of an action at law of thé recovery
of a Judgment at law against Deébtor or any Obligor and the
enforcement théereof through lewvy or execution or otherwises

(iv) The taking or institution or any othetr aetion ‘or
proceeding against Debtor or any Obligor; nor

(v) The délay in taking, pursuing eor exercising any of the
foregoing actions, rights, poéwers or remedies (even thoudgh
requested by Guarantor) by the Secured Party shall extinguish or
affect the Obligation(s) of Guarantor hereunder, but Guarantor
shall be and remain liable for and until all Obligation(s) shall
have been fully paid netwithstanding +the previous discharge
(total or partial) fréem further liability of Debtor or any
Obliger of the existence of any bar (total, partial or temporary)
te the pursuit by @Guaranter of any right or claim to be
subrogated to the right ot claims of the Secured Party résulting
from any action or failure or omission to act or delay in acting

by the Secured Party; or anyone eéntitled to act in its place.

2.3 1In case any of the Guarantor shall become insolvent of
admit in Wwriting his, her or its inability to pay his, her or its
debts as they mature, or apply for, coénsent to or acquiesce in the
appointment of a trustee, receiver, liquidator; assignee, sequestrafor
or other similar efficial for either Guarantor, or ahy of his, her or
its preperty; or, in the absence ‘¢f such applicatipnq consent or
acquiescence, a trustee, receiver, liquidator, assignee, sequéstrator
or other similar official 1is appointed for Guaranter, or for a
substantial part of his, her or its property and is rot discharged
within 60 days; or any bankruptcy, regrgahization, debt arrangement or
other proceeding under any bankruptgy, admiralty or insolvency law Or
at commenm law or in equity is instituted by or against Guarantor, or
remains for 60 days undismissed, 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 Secutred Party forthwith the whole wunpaid
amount under the Documents and Documents plus any other sums due under

3
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the Documents and other Documents, dirrespective of whether any demand
shall have been madé on Guarantor; Debtor o6r any Obligor by
infervention in or initiation of judicial proceedings relative to
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 amount or any portion thereof and for any other sums due under
the Documents and other Documents and file such other papers or
documentss as may be necessary or advisablé in order to have such claim
allowed in such judicial proceeédings and to collect and receive any
monies or other preopérty payable or deliverable on anhy .suéh claim, and
to distributé the same; and any receiver, assighee or trustee in
bankruptcy or reoerganization is hefeby authorized to make such
payments: to the Secured Barty.

2.4 The benefits, remedies and rights provided or intended to
be provided hereby for the Secured PRarty are in addition te and
without prejudice to any rights, benefits; remedies or security to
which the Secured Party might otherwise be entitled.

2.5 Netwithstanding anything mentiohed herein to the contrary,
the Secured Party, from #ime to timea‘without notice to Guarantor; mhay
take all o©r any of 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 of the Obligation(s) hereunder;

(ii) Retain or obtain thé primary or secondary liability of
any- party or partiesy; in additien te Guarahtor, with respect to
any of the Obligation(s):;

{iii) Exténd the time for payment of the Documents or any
installment thereof for any period;

(iv) Release oF coipromise any liability of Guarantor
heréundef or any liability of any nature of amy other party or
parties with respect to the Obligation(s);

(v) Resort te Guarantor fer payment of any Obligationis),
wHether or not the Secured Party shall proceééd against any other
party primarily or secondarlly liable. on any of the
Obligatien{s); or

tvi) Agree te any amendments, modification eor alteration of
the Documents and exercise its rightis to consent to any actien or
non-action of Debtor whiéhk may violate ‘the covenants and
agreements  contained in the Documents. with or without
consideration, on such terms and corditicns as$ may be acceptable
te it.

2.6 Guarantor agreés that if at any time all or any part of any
payment theretofore applied by the Secured Party to any of the
Obligation(s) is or must be rescinded o6r returned by the Secured Party

4
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feor any ©reason whatsoever {including,, without  limitation, the
insolwvency, bankruptcy or reorganization of Debtor) such
Obligation(s)y, for purposes of this Guarantee, to the extent that such
paymént is or must be rescinded or returned, shall be deémed to have
continued in existence, hetwithstanding such application by the
Secured Party, and this Guarantee shall continue to be effective or be
reinstated, as the case may be, as to such Obligatien(s), all as
though such application by the Segured, Party had not been madé.

ARTICLE III
GUARANTOR 'S WARRANTIES

3.1 Guaranter reéeprésents and warrants to the Secured Party
that:

(i) This Guaranteé has been duly executed and delivered by
the Guarantor and constitutes a Jlegal, wvalid and binding
obligation of Guarantor enferceable, against him, her or it 'in
accordance with its terms;

(ii) There 15 mo .action, litigaticn or other proceeding
pehding or threatened agdihs3t Guarantor, before any court,
arbitrator or admiristtatiwve agency which may have a materially
adverse effegt on the assets, busineéssés, or financial condition,
of Guaranter, or which would prevent, hinder or 3jeopardize his,
her or its performance undéer this Guarantee; )

(iidi) Guarantor is fully familiar with all of the covenants,
tefms and conditions of the Documents and the Documents;;

(iv) The Guarantor is not party teo any contract, agreement,
indenture or instrument or subject to any restriction which might
materially adversely affect his, her or its financial condition
which would ipn any way Jjeopardize ‘the ability of Guarantor to
perform hereunder; and

(v) The, Einancial Statemént of Debtor attached hereto as
Exhibit “A” 1is eorrect in all material respécts and accurately
represents fthe financial «conditien ¢f Deébtor as of

.20 .
4 - —_—

_ARTICLE IV
MISCELLANEOUS PROVISIONS

4.1 All the covenants, stipulations, promises and .agreements

contained in this Guarantee by or on behalf of Guarantor are for the

benefit of the Secured Party, its sucéessors or assigns and shall bind

Guatantor and his, her or its heirs, éxecutors, personal

representative, successédrs and assigns.
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4.2 Any hoétice or demand which by any provision of this
Guarantee is required Qf«permitted to be given by Secured Party E£0o
Guarantor shall. be deemed to have been sufficiently given for all
purposes if given by first-elass 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, without notice of any kind, may sell,
assign or transfer the Documents, and in such event each and every
immediate and successive assignee or transféree thereof may be given

the. right by the Secured Party to enforce this Guarantee in full; by

suit or otherwise, for its own benefit. Guarantor hereby agrees for
the benefit of any such assignee or transferée that his, her or its
Obligation{s) heréunder shall not be subject to any reductien,
abatement, defense, set-off, counterclaim or recoupment for any reason
whatsoéver.

4.4 Guarantqr-hereby‘expressly waivés:

(i) Notice of the acceptance by the Seéured Party of this
Guarantee;

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

(iidi) Présentment, demand, noetice or dishonor, pretest and
all other notices whatsoever; and

(iv) All diligence in <colleetion or protection of or
realization on the Obligation(s) or any thereof hereunder, or any
security for or guaraiitée of any of the foregoing.

4.5 No delay on the part of the Sécured Party in the exercise
of any right or remedy shall operate as a waiver thereof, and ho
single or partial exercise by the Secured Party of any right or remedy
shall preclude other oxr further exercisSe thereof or the eXércise of
any other right or remedy; nor shall any modificaticn or waiver of anmy
of the provisions of this Guarantee 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 ard
construed and enforeced in accerdance with the laws of the State .of
Galifornia and the parties hereto submit to the .hon-exclusive
Jurisdiction of the courts of Los Angeles Cournty, California and all
courts competent to heatr appeals therefrom.

4.7 Any provision of this Guarantee that is prehibited or
unenforceable in any jurisdiction shall, as to such Jurisdiction, be
ineffective to the extént of such prohibition or unenforceability
without invalidating the remaining provisions hereof, and no such

6
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prohibition or unenforceability shall, invalidate or. render
unenfoerceable such provision in any other jurisdiction.

IN WITNESS WHERE®F, the parties hereto havie -exécuted this
Guaranteé as of the date first Written abowe.

“SECURED PARTY"

FRANCHISOR

By:

“GUARANTORS" “SPOUSE"”

Name':
Addressi

Name?
Address:

Name:
Address:
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TOM- N TOMS FRANCHISE, LLC
FRANCHISE AGREEMENT
EXHIBIT “C”

CONDITIONAL LEASE ASSIGNMENT PROVISIONS

The clauses referred to in Article 2.1 of the attached Franchise
Agreemernit are as follows:

(i) The premises being leased hereunder shall be used
sclely for the operation of a Tom N Toms Cofféeechoduse.

(ii) Lessor has examined Franchisor’s ‘standard design
concepts and spec¢ifications and consents to Lessee’s use of same
and of Franchisor’s Marks and such signage as Franchisor may
prescribé for the Coffechouse.

(iii) Lessee may not subléase or assign all or any part of
its occupaney rights, or extend the term of renew the leass,
without Franchisor’s pfier written consent.

(iv) Lessof shall furnish Franchisor a copy of the executed
lease, ineluding all attachfents thereto and related agreements,
if any, within fiwve (5) days after its execution, and no c¢hange
or amendment to such lease affecting the above terms and
conditiens shall be effective without Franchiser’s prior writteh
approVal.

{(v) Notwithstanding anything to the contrary contained in
‘this Lease, it is expréssly'undenstood and agreed that 4if the
Franchise Agreement dated the __ day ef « 20__ Between
the Lessee and Franchisor expires or is terminated for any reason
whatsoever, the Lessee’s rights hereunder shall, at. the option ef
Franchisor, be transferred and assigned +to0 Franchisor. Said
option may be exercised by Franchisor giving the Lessor a notice
in writing within thirty ¢30) days following the expiration or
termination of the said Franchise Agneemeht! such notice to
specify, inter alia, the date of such. éxpiratien or termination.
It is further agreed that such noticé shall, without further act
or. formality, @éerate as an effective assignment of the Lessee’s
right hereunder to Franehisor and the assumption by Franchisor of
the coveénants herein reqpired to be observed or performed by the
LesSsee:

(vi) In the event Franchisor elects not to exerciéé the
above option, Lessor $hall permit Franchisor +to enter the
prefises in order to make any modification necessary to protect
Franchisor’s Marks:.

Page 137 of 228



(vii) The Lessor shall give written mnotice to Franchisor
(concurrently with the g’ivi‘h“g of such tiotice to the Lessee) of
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any default by the Lessee under the Lease, and Franchisor shall have,
after the expiration of thé period during which the Lesses may cure
such default, an additional fifteen (15) days to cure, at its sole
option, any such default, providing that if such default arises by
reason of the bankruptcy or insolvency of the Lessee or the
appointment of a recedver over the Lessee’s assets or part thereof,
Franchisor shall have the right to assumé this Lease upon payment of
any arrears of rental to Ssuch date. In ‘the event of any such
assumption, the Lessee shall cease to have any further rights
hereunder.

(viili) The Lessor acknowledges that thHe said Franchise
Agreement contains a right on ‘the ‘paft of Franchisor, in the
event of expir&tion er termination ©6f the said Frahchise
Agreement for 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 rnot constitute an assignment of this Lease, mnor a
subletting of the premises hereby demised.

(ix) The Lessor acknowledges that Franchiser is executing
this Lease 5o0lely for the purpose of acknowledging the provisions
contained in the foregoing clauses and agrees that such execution
by Franchisoer shall in no way be construed so .as to -obligate
Franchiseor for the performance of any of the terms, conditions,
obligations and coyvenants contained herein, except as
specifically set forth in clause (i).

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

FRANCHTSOR

By

FRANCHISEE

By:
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‘TOM N TOMS FRANCHISE, LLC
FRANCHISE AGREEMENT
EXHIBIT “D”

SITE LOCATION ADDENDUM

Site Location

Tom N Toms Franchise, LLC (“Franchisoz”) and  Franchisee
(“Franchisee) have on this date, ’ 20__, entered into a
certain Franchise Agreement, (“Franchise Agreement”) and desire to
sUpplement it's teérms as set out below. The parties hereto therefore
agree as follows:

A. Site Seleétion

Within 1 year, (3865) days after execution of this Adderidum,
Franchisee shall acquire, by lease of purchase, at Franchisee’s
expense and Subject to Franchisor’s approval, as provided in the
Franchise Agreement, a location for the franchised business,

B. Guidelines and Evaluation

In connection with Franchisee’ss selection of a site for the
franchised business, Franchisor shall furnish to Frarnchisee the
following®

1. Counseling and assistance en sité selec¢tion guidelines
as Franchisor may deem advisable.

2. Such. eon-site ewvaluation as Franchisot may deem
advisable in response to Franchisee’s request for Site approval;
provided, however,. that Franchiser 3shall not provide on-site
evaluation for any proposed .site prior to the receipt of a market
feasibiliﬁy study for such site prepared by Franchiseé pursuant to
Paragraph €: hereof. If on-site evaluation is deéemed necessary and
appropriate by Franchisor (em its own initdiative or .at Franchisee’s
request), Franchisee shall redimburse FEranchisor for all reasonable
expenses incurred by Franchisor in connection with such on-site
evaluation, including, without. limitatien, the cost of ‘travel, lodging
and meals, following Franchisee’s approeval in adwvance of same.

C. Site Approval

P¥iofr to the acquisition by lease or purchase of any proposed
locdtion for the franchised business, Franchisee shall &submit to
Franchisor,; in the form specified by Frdanchisor, a description of the
proposed loecation and ‘such other information or materials as
Franchisor may reéasonably require: Recognizing that time is of the
éssence, FEranchisee agrees that it must sSubmit such information and
material for the proposed location to Franchisor for its approval no

1
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later than ~ { ) days after ‘the execution of the
Franchis@ Agreement. Franchisor shall have ( ) days after
réceipt of such information and materials from Franchisee to appgrove
or disapprove, at its scle discretion, the proposed. locdtion as the
location fer the franchised business. The propesed lotdtion shall not
be deemed approved unless written notice of approval is qgiven to
Franchisee by FEranchisor. ‘

D. Lease Provisions

The lease for the premises of the £franchised business shall be
submitted te Franchisor for its written approval prior teo éxéecution by
Franchisee afnd the Lessor, and shall contain the following terms and
conditioens:

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

2. That the landlord has examined Franchisor’s stahdard
design concepts and consents to Franchisee’s use of such Proprietary
Marks and signage'ras FranchisSor may prescribe for the franchised
businéss.

3. That the landlord agrees to furnish FEranchisor with
copies of any and all letters .and notiecés sent te Franchisee
pertaining to the lease and premises, at thé $ame time ‘that such
letters and notices aré sent to Franchisee.

4. That Franchisee may not subleaseé or assign all or any
part of its occupancy rights, or extend the term or renew the lease,
without Franchiser’'s prior written consént.

5. That Franchisor shall havée the right to enter the
premises to make any medification mnecessary to protect Eranchisor’s
Proprietary Marks or to cure any défault under the leéase or under this
Agreement:

6. That Franchiser shall have the option to assume
Franchisee's eoccupancy rights, and the right to assignh or sublease for
all or any part of the rtemaining term, upon Eranchisee’s default or
termination under such lease or under this Agreement.

7. That Eranchisor shall be furnished a copy of the
executed lease, Tten (10) days after its execﬁtion( and no change or
amendment to such lease affecting the above terms and conditiéns shall
be effective without Franchiser’s prior written approval.

E. Relocation
Upoh Franchisor”s approval of .a location £for fhe franchised
Jbusiggssy or ‘upon execution of this Agreement, whichever oceuts
earlier, the street address of the approved location of the franchised
businesss shall, beé recorded and shall be attached as Exhibit “A" to
2
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this Agreement: Franchisee shall not relocate the franchised business
Wwithout the express prior writiten consent of Franchisor.

E. Cohstruction

Franchisee shall conmmence constructien or leasehold 1mprovements
(“Construction”) ©f the franchise business wighin ) { )
days aftér Franchisee executes this addendum, executes a lease, or
obtains the right to gossessien of the premises, whichéver occurs
latest. Franchisee shall provide: written notice te Franchisor of the
date Construction ©of ‘the franchised busihess commences within
() days after commencement.. Ftanchisee shall maintain continuous
Construction of the franchised business premises and shall complete
Construction, including all exterior and interior carpentry,
electrical, painting and finishing work, and 4dinstallation of all
furnishings, fixtures, equipment, and signs, im acecordarnce with the
approved ‘plans and specifications at Franchisee’s expense, within
Q;_;) months: after commencement (exclusive of the time lost by reasen
of strikes, lockouts, fire and other casualties and acts of God).
Each week dﬂring the Construction peried, Franchisee and Franchisee’s
arechitect or general contractor shall certify in writing to Franchisor
that +all work is préceeding substantially on schedule, and in
accordance with the approved plans and specifications and all
applicable laws, regulations ordinances and restrictive c¢évenants.
Franchisee further agrees that Franchisor and its agents shall ‘have
the: right to inspect the Construction at d4ll reasonable times.

G. Permits and Apptovals

Before or upon completion of GoAastruction;, Franchisee $hall
obtain, and shall furnish to Franchisor copies of, all necessary
permits, approvals, and céftificates required for ocecupancy of the
premises and operation of the franchised business. Franchisee shall
obtain Franchisor’”s approval for opening and shall open the franchised
business within {_) mohths .after the date of commencement of
Construction. '

H. Time of Essence

Franchisee and Franchisor agree that tife is of ‘the essence in
Franchisee’s performance of its obllgatlons hereunder. Any failure by
Franchisee to mnieet the time limits imposed under this Addendum shall
constitute a default under Sectien 13.2.A of the Franchise Agreement,
for which Franchisor may terminate this Agreement -upon notice teo
Franchisee.

I. Effect of Eranchise Agreement

This Addendum shall be <considered an integral part wof the
Franchise Agreement between thé patties hereto, and the terms of this
Addendurm shall be contrelling with respect to the subject matter
heéreof. Except as modified or supplementeéd by this Addendum, the terms
of the Franchise Agreement are hereby ratified and confirmed.

3
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IN' WITNESS WHEREOF, the parties hereto have duly executed, sealed
and delivered this Addendum in triplicate on the day and year first
above written.

FRANCHISOR FRANCHISEE!
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TOM N TOMS FRANCHISE, LLC.
FRANCHISE AGREEMENT
EXI{IBIT .\\E'n

CONFIDENTIALITY AND NON=COMPETITION AGREEMENT

THIS AGREEMENT is made by and between Toem N Toms Franchise, LLG,
a California limited liability company (the “Franchisor”), and

{the “Franchisee”).

WHEREAS, Franchisor has deveéloped an established business ahd is
éngaged in the dewvelopment, marketing and sale to <franchiseés of an
efficient and distinctive system of training employees, preparing,
serving, merchandising, and selling products typically sold in a Tom N
Toms. Coffeehouse, served by a distinctively uniformed staff, &and well
trained, in‘distinctiVeiy‘desﬁgnedf furnished, decorated and equipped
Coffeehouses undet the name ‘Tom N Toms; and

WHEREAS, FEranchisor has developed .and uses the name “Tom N Toms”
and “Tom N Toms Coffee” and associated service marks, tradéemarks;
designs, and symbols in the design and appearance of its Coffeehouses
(collectively referred to d@s the ™“Marks”), identifying the gooedwill
which Franchisor has developed in connection with the operation of Tom
N Toms Cofifeehcuses. by Franchisor and its franchisees (all of which is
hereinafter referred to as the “System”); and

WHEREAS, FEranchisor desirés to preserve the Marks and the Systeém,
and has plans, where profitable, to increase the number &f Tom N Toms
Coffeehouses within the United States and elsewheéfe; and

WHEREAS, Franchisee desires to be a Tom N Toms franchisee; and

WHEREAS, Franchisee’s Manager has been hired by Franchisee to run
the day-to-day actiwvities of Franchisee’s Cofféehouse and such Manager
must. therefore be bound by the same confidentiality and non-
competition agreement. that Franchisee is bound by

IN CONSIDERATION of thesé premises, and the conditions stated
herein, the parties agree as follows:

1. Purpose of Agreemernt. Franchisor is placing Franchiseé in a
position of trust and confidence in the development, marketing, sale
and expansion of the System. As a preconditien wof the grant ‘of the
right te own and operate a Tom N Toms Coffeehouse, Franchisor desires
to receive from Franchisee (i) an agreement not to disclosé certain
information relating to Eranchisor’s business; (ii) an agreement nat
to compete against Franchisor for a certain period of time, and {iii)
an agreemént concerning the ownership of &ertain informatiofl. This
Agreement sets forth the terms of their agreements and unde?standings.
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2. Franchisdr Ownership of Materials. All information, ideas,
research, methods, techniques, specifications, guidelines, secret
regipes, manuals, procedures, systems, improvements; notes, data,
tapes, reference itéms, financial infefmation, literature, files,
supplier lists, notebooks, calendars, sketches, drawings, memoranda,
records arid copyrighted and woether materials, incluading Franchisor'’s
Confidential Operating Manual, and the goodwill associated with them,
which in any way relate to FEranchisor's past, present or potential
business or which were prepared or received by Fradnchisee as a
franchisee of Franchisor and a participant in the System {collectively
referred to as “Confidential Information”) are the exclusive property
of Franchisor. Frarichisee agrees to deliver to FEranchisor all copies
of such materials including Franchisee’s own petsondl. work papers,
which are in Franchisee’s possession or under Franchisee’s potential
control at the request of Franchisor of, in the absence of such a
request, upon thé termination of that wcertain Franchise Agreement
dated even date herewith between Franchisor and Franchisee (the
“Franchisé Agreement”) .

3. Confidéntial Information. Franchisee acknowledges that
Franchisoez’s Cénfidential Inforfation is a valuable and unigue asset
which FEranchisee Holds 4n trust for Franchiser’'s sole benefit.
Franchisee agrees tHat Franchisee shall nét, at any time during and
for a period of fifty (50) years after Franchisee ceases to be a
franchiseé of Franchisor or a participant 4in the System, use for
itself or for others, of disclose to any persorn, corpoeration or other
éntity for any reason, ahy of Franchisor’s Confidential Information,
without the prioer written consent of Franchisor.

4. Trade Secrets. Franchisee acknowiedges that Franchisor’s
Confidential Information and its methods and techmiques of operation,
and beverage/food preparation, meérchandising, recipes, specificatioens,
its financial condition, customer .service, marketing and pricihg
Strategies; as well as the information compiled and deVeloped
regarding ‘improvements or enhancements to the System, including the
Confidential Operating Manual, are uniquely valuable to Franchisor and
have been developed through censiderable expense and effort, and thus
are mnot usually ascertainable by a competitor without ¢onsiderable

investment of effort and expense (“Trade Secrets”).

In light of thé heed to protect and preserve the confidentiality
of these Trade Secrets and in cohsidefation of Franchiseé’s continued
right to own and operate a Tom N Toms Coffeehouse, Franchisee agrees,
at all *times while a franchisee of Franchisor and for as lohg/‘as
Franchisor remaihs ih business anywhere in the world, to respect. the
confidentiality of Franchisor’s Trade Secrets, to use them solely for
the benefit of Franchiser’s business, and to refrain from disclosing
or makifig available the Thrade Secrets te any third party without the
prior written consent of Franchisor. Franchisee furthetr adrees to
take all reasonablé security measures to enstire that FEranchisee’s
employees comply with this Agreément and such other security measures
as. are reasonably reguested by Franchisor to prevent accidental
discloesure.
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5. Assignment of Inventions. &ll  ideas, improvements,
processes, names, menu items, and enhancements €6 ‘the System or which
relate to or are useful to Franchisor’s budsiness which Franchisee,
alone or with others, wmay invent, discover, make or conceive
{(“Invéntions”) dre the exclusive property of Pranchisor, and
Franchisee shall promptly and fully disclose them to Franchiser. At
any time, at Franchisor’s request and &expense; Franchisee shall,
without further compensatioen: (i) premptly record such Inventions with
Franchisor; (1i) exeg¢ute any assignments and oOther documents
Eranchisor deems desirable toe protéct its rights in ‘the Inventionss;
and (iii) assist Franchisor in enforcing it$ rights with respect to
these Inventions.

6. Restrictions on Unfailr Competition. It is recognizeéd by
the System as a franchisee of Franchisor, Franchisee will gain access
to Franchisor’s Trade Secrets and Confidential Information, and will
gain the trust, confidence and respect of Franchisor’s landlords,
customers and Suppliers. Franchisee acknowlédges that Franéhisor has
a legitimate need to protect itself agaihst‘unﬁair competition by its
franchisees .and +their employees. Therefore, in c¢ensideration for
Franchisee’s participation ii the: System as a franchisee of
Franchisor, Franchisee agrees that while it is a franchisee of
Franchisor and for twoe (2) years after termination of the Franchise
Agﬁeement, regardless of the circumstances giving rise to ‘the
termination, or after Franchisee ceases t¢o be a participdnt in the
System, and within the Area o©of Minimim Competitien &as defined in
Articlé XIV of the Franchise Agreement, Franchisee shall not:

(a) Have or acquire an interest in a similar business to
that offered or developed by Franchisér which provides the same or

substantially similar produets as those sold; disttibuted,
manufactured or furnished by Franchisor during the terin of the
Franehiise Agreement. For purpeses of this BAgteement, “similar

business” means a retail beverage gervice coffeehouse that sells the
same or substantially similac préducts as Menud Ttems, as sich term is
defined in the Franchise Agreement, where thée cumulative sales of such
products coemprise at least 50% of total sales of such business;

(b) Enhgage, directly or indirectly, on Franchisee’s own
behalf, or won behalf of any other persen, firm, parthership or
corporation, in providing, assisting, ihstructing or supervising the
marketing, 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 Franechisor 'in
the offering, distribution or sale of products similar to the Products
offered or provided or manufactured by Franchiser .as of the
termination of this BAgreement. [Prohibited competition ‘under ‘this
stubsection (c) may inelude, but is not limited. teo, the solicitation
of, attempted solicitation, or other contacts with franchisees,

3
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landlords, suppliers and customers o&f Franchisor £for the purpese of
offering, providing or delivering Products ‘or sServices similar to
those offered and provided by Franchi:ssor to the public; or the
regquest, suggestion or advice to FEranchisees, landlards, suppliers or
customers, either directly or indirectly, to withdraw, curtail, limit
or cancel theit business with PFranchisor: or té disclose, direétly or
indirectly, to any other ‘person the mnames and addresses of
franchiSeég, landloxrds, suppliers and customers of Franchisor; or the
tefms and conditiens &f Franchisor’s contracts with suppliers of these
Productsy

(di). Hire or engage; or attempt to hire. or engage, ddirectly
Qrfindirectly, any individual who is an empleyee of Franchisor at the
time of sucdh solicitation, ot was an employee during the calendar year
immediately preceding Franchisee’s termination as a ‘participant in the
System as a franchisée of Franchiser, whether su¢h actions are
undeftaken on behalf of Franchisee of on behalf of anhother entity; or

(e) Otherwise take direct actions 'to disrupt the
operations of Franchisét or interfere with Franchisor’s performancge of
its contracts wifh third parties,

7. Enforcement:,
(a) Injunction. Franchisee understands and adrees that

Franchisor will suffer irreparable harm if Franchisee breaches any of
Franchisee’'s obligatiens under this Agreement, and that monetary
damages shall bé inadequate to compensate Franchisor for .afny such
violation. Accordingly, Franchisee agrees that in t£he event
Franchiseé violates or threatens te wvieolate any of thé provisions of
this Agreement, Franchisor; In addition te all other remedies or
damages which it may have, shall be entitled to seek an injunction to
prevent or to restrain any such violatioen by Franchisee or by any or
all of Franchisee’s directors, steckholders, officers, partners,
employees, agents or any other person directly or indirectly acting
for, on behalf wof or with Franchisee. Frafichisee consents to the
seeking of the injunction as being a reasonable médsure to protect
Franchisor’s rights.

(b) Jurisdictioen. Franchisee agfees that ahy lawsuit
brought by Franchisor te enforce its rights under this Agreement shall
be bnought in the appropriate cQurE located in the State of
California, County of Los Angeles, and Franchisee agrees and c¢onsents
to the jurisdiction of isuch court to resolve all disputes which arise
out of this Agreement or any alleged breach thereof in a state court,
regardless of FEranchisee’:s residency at the time such suit is filed.
Any lawsuit brought against Franchiser or its officers, directors .or
agénts arising out of this Agreement, or any alleged breach thereof,
must be brought within one (1) year of the event giving rise to the
cause of action. The failure to <omménce such action by or on béhalf
of Franchisee within this time périod shall serve to bar any rights
Franchisee may have against Franchisor or its officers, directors and
agents.

Page 147 of 228



(c) Costs. Franchisee furthér agrees that if Franghisee
acts in any manner which causes Franchisor te seek any form of
judicial relief or remedy against Franchisee, and the court determines
Franchisee has or 1is «Violating any of the proéovisions. of this
Agreement,; Franchisor, in addition te its other remedies, shall be
entitled to recover from Franchisee all costs incurred, including its
attorneys’ fiées:

8. Reasonablenéss of Restrictionsi Severability. Franchisee
has read and considered carefully the provisions of Sectiens 1 through
7 of this Agreement, .and agtees that the restrictions are fair and
reasonably required for ‘the protection of the interests of Franchisor,
its business and its officers, directors and employees, even though no
geographlc limitation is included because of the national nature of
the franchlse business. Franchisee, further agree that the
réstrictions set forth in this Agreement shall nét impair Franchisee's
ability to secure émployment or acdquire an interest in a businéss in
another field of choice, other than the restricted field déscribed in
Section 6.

9. Miscellaneous.

(ay A1l &agreements and covenants cohttained herein are
severable. 1f any of them, or any part or parts of them, shall be
held invalid by any court of competent jurisdiction for any feason,
then Eranchisee agrees that the e@ourt shall have the authoerity to
reform and modify that prov131ou in oxder that thé restriction shall
be the maximum fAe€éssary to protect Franchisor’s legitimate business
needs as permitted by applicable law and public policy. Ih so doing,
Franchisee agrees that the coutt shall impose the provision with
Fetroactive effect as c¢losé as possible to the provision held to be
fnvalid. Further, Ffanchisee agrees that a breach or adlleged breach
by Franchisér of any obligation owed by Franchisor shall not affect
the validity or enforceability of the provisions of this Agreement.

(by This Agreement was entered into and shall be governed
by the laws of the State of California.

(c) No delay or failure by Franchisor to exekcise any
right under this Agreement, and no partial or single exercisé of that
right, shall constitute a waiver of that or any other right provided
herein, and no waiver of any violation of any terms and provisions of
this Agreement shall be construed as a waiver of any succeeding
violation of thé same or any other provisioen of this Agreement.

(d) In the évent that any provision of this Agreemeiit, or
a portion thereof, .shall be held to bé invalid or unenforceable, this
rullng shall not affect in any manner the valldlty of the remalnlng
provisions.
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(e) 'The rights and obligations .of Frarchisor under this
Agreement shall dinure to the benefit of and shall be binding upon the
parties hereto, as well as the affiliates of Franchisor and. any future
successors and assigns of Franchisor.

{£) No& modification of this Adreement shall be wvalid
unless it 1s in 'writing and sighéd by both Franchiséee a&and an
authorized representative of Franchisor. This Agreemérit. contains the
entire: agreement between the 'parties and .is e»}ifpressl,y Intended by
Franchisee and Eranchisor to supetsede and replace any p‘ri,ofr
agreements on these issues between the. parties. '

(g) The Manager, if .any, hereby executes this Agreement to
evidence his/hetr or their consent to be bound by each and every
provisipn.

IN WITNESS WHEREOF, Franchiser and Franchisee attest that each
has read and understands the terms of this Agreement, .and voluntarily
signed this Agreement on this day of ., 20

FRANCHISOR

By

FRANCHISEE:

By:

(Franchisee)

By

(‘?Maf_n‘age,r y
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TOM N TOMS FRANCHTISE, LLC
FRANCHISE AGREEMENT
;EXﬁiBIT\ “E

TRANSFER OF FRANCHISE TO A CORPORATION

The undersigned, &§ FEranchisee of the Coffeehouse under -a Franchise
Agreement executed on the date set forth below between Eranchisee and
Tom N 'Toms Franchise, LLC, as Franchisor; granting Franchisee a
franchise to operate at the lécatiom set forth below, .and the other
undersigned shareholders or members of the Corporation; who todether
with Franchisee constitute all of the Shareholders of the Cotporation,
in order to 4induce Franchiser to coénsent to the assignment of the
Franchise Agreement to the Corporation in acc¢érdance with the
provisions of Article XX of the Franchise Agreement, agree as follows:

1. The undersigned Franchiséé shall remain pefsonally liable
in all respects under the Franchise Agreeméent and all the other
Shareholders of the Corpoération intending to be legally bound hereby,
agree jointly and severally to be persenally bound by the provisions
of ‘the ©Franchise: Agreement ihciuding the restrictive cowenants
contdined in Article XIV theéereof, to the samé extent as if each of
them were Franchisee set forth in the Franchise BAgreement and they
jointly and severally persenally guarantee all of Franchisee’s
obligations set forth in said Agreement.

2. The undersigned agree not to transfer any stoek in the
Corporation without the prior written approwval o¢of Franchisor and agree
that all stock certificates. representing shares in the Corperation
shall bear the following legend: ) 4

“The shares of stock represented by this
certificate are subject to the terms and
conditiéns set forth 1in .a Eranchise Agreement
dated , 20__ between Franchisee ahd Tom
N Toms Franchise, LLG”.

3. Franc¢hisee or his‘desiggee shall dewvote his. best efforts to
the day-to-day oeperation and develépment of the Coffeehouse.

4. hereby agrees to become a party to and to
be bound by all of the provisions o¢f thée Franchise Agreeément executed
on the date sSet forth below between FEranchisee and Tom N Toms
Franchise, LLC to the same extent. as if it were named as Franchdsee
herein.

Date of Franchise Agreement:
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Lecation of Coffeehouse:

Name of Corporation

Name::
Title:

In consideration of the execution of the above Agreement, Tom N
Toms Franchise, LLG hereby congents to the above referred to
assignment on this day of, 20 .

Tom. N Toms Franchise, LLC

By
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TOM N TOMS FRANCHISE, LIC
FRANCHISE AGREEMENT

EXHIBIT “G”

TELEPHONE NUMBER ASSIGNMENT AGREEMENT
AND POWER OF ATTORNEY

FOR VALUE RECEIVED, the undersigned (“Erahéhisee”) irrevocably
assigns the telephone listing and numbers stated below and any successor,
changed or replacément number or numbers effective wupoén the date of
termination of the: Franchise BAgreement described below te Tom N Toms
Franchise; LLC upon the following terims:

1. This assignment is made under the terms 6f Tém N Toms
Franchise Agreement dated . ’ 20;_ gutherizing Franchisee to do
business as “Tom N Toms” or “Tom N Toms Coffee” <Coffeechouse (the
“Franchise Agreement”) between Franchisor. and Franchisee, whic¢h in part
pertains to the telephone listing and numbers Franchisée uses in the
operation of the Coffeehouse covered by the Frafichise Agreement.

2. Franchisee rétaifs the limited right to wusé the telephone
listing and numbers only for transactions and :adVertising under the
Franchise Agreement while the Franchise Agtfeemént between Franchisor and
Franchisee remains in full forece, but upbn ‘termination or éxpiration of
the Francliise Agreemént, Franchisee’s limited ¢ight of dse of the
telephone listing and numbers also terminates. JIn this event, Franchisee
agrees to immediately discontinue use of all listings and numbers. At
Franchisor’s request, Franchiseer will immediately sign all documents, pay
all ménies, and’ﬁake all other actions necessary to transfer the listing
and niimbers te Franchisor.

3. The telephone numbers and affiliated listings gubjéct te this
agsighment dre: (to be determined) and all nurmbers on the rotary series
and all numbers Franchisee uses in the Coffeehouse in the future.

4. Franchisée wshall pay all amounts owed for the use of the
telephone nunmbers and affiliated listing it incurs. On termination or
expiratien of the Franchise Agreement, Frdnchisee shall immediately pay
all amounts owed for the listing and telephone numbers, whether or not
due, imcluding all sums owed under existing contracts for telephone
ditrectory advertising. '

5. Franchisee appoirits Franchisor .as his/her attorney~in-fact to
act. in Frahchiseé’s wplace for the: purpose of assigning any telephone
mimbers covered by Raragraph 3 above +to Franchisor or Franchisor’s
designees or transferees. Franchisee grants Franchisor full authority to
act in any mdnner proper or necessary to exercise these poewers, .including
full power of substitution and signing or ¢empletion of all documents
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required or requested by any telephene company to transfer the numbers,
and ratifies é¥ery act that Franchisor lawfully performs in exercising
those powers.

This power of attorney is effective for tem (10) years from the
date of expiration, cancellatdion or termination 6f Franchisee’s rights
under the Franchise Agreement for any reason.

Franchisee intiends that this power of attorney be coupled with an
interest. Frahchisee declares #this power of attorfney to be irrevocable
and renouncées all right to revoke it or to appoint ansther person to
perform the acts referred to in this instrument. This power of attoiney
is not affected by Franchisee’s later incapacity. This power is created
to secure pefformance of a duty to Franchisor aﬁd is for consideration.

THE. PARTIES have caused this &Agreement to be duly signed as
evidenced by ‘their signatures appearing below. Persons signing this
Agreement must chéck the appropriate space and sign in the appropriate
place provided. ' B

FRANCHISEE: EACH OF THE BELOW PERSONS AGREES ‘TO BE BOUND BY ‘THE
PROVISIONS OF THIS AGREEMENT, IN BOTH INDIVIDUAL AND
REPRESENTATIVE CAPACITIES.

Signed the day of | ;20
Franchisee
By .
FRANCHISOR
Signed and accepted as of the day of ¢ 20

Tom N Toms Franchise, LEIC

By:

Page 153 of 228



TOM. N TOMS FRANCHISE, LILC
FRANCHISE AGREEMENT
EXHIBIT “H"

AUTHORIZATION TO HONOR CHARGES DRAWN BY AND PAYABLE TO
TOM N TOMS FRANCHISE, LLC, INCLUDING CHECKS AND ELECTRONIC TRANSFERS

Depesitor hereby authorizes and requests {the
“Bank”) to initiate debit adnd ckedit entries to Depositor’s acéount indicated
below drawn by and, payable to the order of Tom N Teoms Franchise,; LILC (the
“Company”) in checks dmawn en such account payable te the Company or by
Electronic Funds Tkansfer, provided there are sufficient funds iR said account
to pay the .amount upon presentation.

Depositor agrees that the Bank's rights with respéét td éach such charge
shall be the same as if it were a check drawn by the Bank and signed by
Dépositor. Depositor further agrees that if any such charge is dishonored,
whether with or without cause and whether intentionally or inadvertently, the
Bank :shall be under no liability whatsoever.

Bank Name:

Bank Address:

Transit/ABA Number:

Account Number:

This: autherity is te remain in full force and effect until the Company
has recedved written notification from theé depositor of its terminatien in
such time and Tn such manner to afford the Company and Bank a responsible
opportunity to act on such request.

Store Addreéss:

Name of Depositor:s . ] (Please print Franchisee name)

Date Signed

Signa%ufe of Depositon !

Signature &f Depositor {in case more than 1 dépositor)

PLEASE ATTACH ONE VOIDED BLANK CHECK FOR PURPOSES OF SETTING UP BANK AND
TRANSIT NUMBERS.
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'TOM N TOMS FRANCHISE, LLC
FRANCHISE AGREEMENT
EXHIBIT “I”

FRANCHISEE COMPLIANCE. CERTIFICATION

As you knew, Tom N Toms Franchise, LLC (the Franchiser) and you
are preparing to enter into a Franchise Agreement for the establishment
and operation of a Tem N Toms Coffeehoitse, The purpose of this

‘Questionnaire is to 'determine whethér ahy statements or promises were

made to you by employees or .authorized representatives'of Pranchiser, or
by employees or authorized representatives of Franchisor’s sales agents,
that have not been authorized or that may be untrue; inacecurate or
misleading.

1. Are you seeklng to enter into the Franchise Agreement in
cennection with a purchase or transfer of an existing Tom N Toms
Franchise, LLC from an existing Franchisee?

Yes | No
2. I had my first face-to-face hmeeting with a Franchisor
represeritative on ¥ 20
3. Have you freceived .and personaily reviewed the Erarichise Agreement

and each Addendum and related agréements. attached to it?

Yes No )
4. D6 you understand all of the informatien contained in the
Franchise Agreement, each Addendum and related agreements prOVidéd to
you?

Yes . No
If no, what parts of the Franchise Agreement, any Addendum, and/or
related agreement do you not understand? (Attach additional pages, if
necessartry.)

5. Have you received and personally reviewed the Franchisor"'s
Franchise Disclosure Document (FDD) that was provided to you?
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N
Yes No
6 Did you sign a receipt for the FDD indicating the datée you

received it?

Yes No

7. Do you undérstand dl11 of the information coritained in the FDD and
any state-specific¢ Addendum to the FDD?

Yes No

If No, what parts of the FDD and/or Addendum do you not understand?
(Attach additional pages, if necessary.)

8. Have you diiscussed the benefits and risks of establishiﬁggand
coperating a Tom N Toms Cofféeehouse with an attorney, aécountant; or other
professicnal adviser?

Yes. No

If No, do you wish to have more time to deo so?

Yes No
9. Do you understand that the success or failure of your Tom N Toms

Coffeehouse will depend in large part upon your skills and abilities,
competition from other businésses, interest rates, inflation, labor and
supply costs, lease teixms and other ecenomic and business factors?

Yes No

10. Has any employee or sales agent of Franchiser made any statement

or promisée cehcerning the revenues, projéct cost, project c¢ost, prefits

of operating costs of a Tom N Toms Coffeehouse operated by the Franchisor
or its Franchisees that is contrary to the information contained in the

'EDD?
Yes No
11. Has atfiy employee or sales agent of Franchisor made any statement

or promise regarding the amouht 6f money you may earn in oeperating the
franchised business that is centrary to the information contained in the
FDD?

Yes No
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12. Has any employee or sales agent of Franchisor made any statement
or promise concerning the total amount of revénue the Tom N Toms
Coffeehouse will generate that is cecontrary to the informatien contained
in the FDD?

Yes No
13. Has &dny employee or sales agent of Franchisor made any statement
or promise regarding the costs you may incur in eperating the Tom N Toms
Coffeehouse that is Contrary to or differerit fzom, the information
contained in the FDD?

Yes ' N6
14. ‘Ha's any emplOyee‘or sales agent of Franchisor madé any statement

or promise céncerning the likelikood of success that you should or might
expéct to achieve from operating a Tom N Toms Coffeehouse?

Yes No )
15. Has any employee or sales agent of Franchisor made any statement,

promise or agreement concerning the advertising, marketing, training,
support service o6r assistance thdt the Franchisor will furnhish to you
that is eontrary to, or different from, the information c¢ontained in the
FDD?

Yes No
16. Have you entered into any binding agdreément with Franchisor

concerning the purchase of this fzranchise prior to today?

Yes No

17. , Have wyou paid any meney te Franchisor concerning the purchase of
this franchise prior te today?

Yes No

If you have answered Yes to any one of questions 10-17, please ptovide a
full explanation of each Yes answer in the following blank lihes.
(Attach additional pages, if necessary, and refer to thém below.) If
you have answered No to each of guestions 10-17, pléase leave the
following lines blank,
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I signed the Franchise Agreement and Addenda (if any) on
20 , dand acknowledge that no ARgreement or Addendum is effécétive until
signed and dated by the FEranchisor.

’

Please undetstand that your responses to these questions are important te
us and that we will rely on them:. By signing this Qu@stidnﬁaire, you are
representing that you have responded truthfully to the above questions.

FRANCHISEE APPLICANT DATE =
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‘TOM N TOMS FRANCHISE, LLC

AREA DEVELOPMENT AGREEMENT

THIS AREA DEVELOPMENT AGREEMENT (“Agreémént”) is made and entered

inteo theé __ day of , 20__, between Tom N
Toms Franchise, LLC, a California corporation whose principal address
is 3435 Wilshire Blvd., Suite 2090, Los Angeles, CA 90010
(“Franchisor”), and whose principal
address ’ ' | is

(“Area Developexr”).

WITNESET H:

‘WHEREAS, Franchisor is engaged in the business of operating and
franichising a specialty coffeehouse known as “Tom N Toms” (“Tom N Toms
Coffeehouse” or “Coffechoiisé”); and

WHEREAS, Franchisor has developed a business plan and method in
connection with the operation 6f Tom N Toms Coffeehcusées featuring a
specialized menu featuting premium coffee products and complementary
food and beverages (“"Menu Items”) and provide carry-out and on-

premises dining services utilizing certain distinguishing

characteristics .Jnclude distinctive exterior and interior design,

décor, color scheme and furnishings; uniform standards, specifications
and procedures for operations; quality and uniformity of products and
services offered; procedurés for management and dinventory control;

training and assistance; and advertising and promotional programs
(“System”); all of which may be c¢hanged, improved -and furthet
developed from time to time by Franchisor; and

WHEREAS,; the distinguishing characteristics of the System
include, but are not limited to, the name and mark “Tom N Toms” or
“Tom N Toms Coffee” (the “Mark?), uniform formats, designs, systems,

methods, specifications, standards .and procedures, all of which may be

improved, further déveloped or otherwise modified from time to time.by
Franchisors and

WHEREAS; the reputation and goodwill with the publie with respect
to the quality of products and sgrvicés available at Tom N Toms
Coffeehouses have been and contihue to be of major benefit to
Eranéhisor .and itss franchisees; and

WHEREAS, Aréa Developer recognizes thé benefits to be derived
from being identified with and being an area developer of Franchisor
and being able to utilize the System and the Marks which Franchisor
makes available to its Area Developers; and
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WHEREAS, Area Developer wishes to -obtain certain development
tights to open <and operate Coffeehouses operating under the Marks
under the System within thé térritory described in this Area
Development Agfeement.

Now, THEREFORE, the parties, in consideration o6f the undertakings
and commitments of each party to the other party set forth herein,
hereby dgree as follows:

SECTION I
GRANT

1.1 Franchisor hereby grants to Area Developer; pursuant to the
terms and conditiens of this Area Development Agreement, ¢ertaih
development rightss (“'Déveélopment Rights”) to establish and operate

( ) franchised Coffeehouses, and to use thé System solely in
¢onnection therewith, at specific locations to be designated in
separate Eranchise Agreements -executed as provided in Sectisn 3.1
hereof, and puisuant té the sschedule set forth in Exhibit “A” of this
Agreement (“Minimum Performance Schedule”). EBach Coffeehouse
déveloped hereunder shall be loécatéd in the area described in Exhibit
“B” of this Agreement (“Development Area”).

1.2 Fach Coffeehouse for whieh an Area Development Right is
granted hereunder shall be established and operated pursuant teo a
Franchise Agreeément to be entered into between Area Developer and
Franchisor in accordance with Section 3.1 hereof.

1.3 EXCept as dtherwisé provided in this Agreement, Franchiser
shall not establish, mnor franchise .anyene other than Area Developer to
estdblish, a Coffeehouse in the Development Area during the term of
this Agreement, previded Aréa Developer is not in default hereunder.

1.4 This Agreement is not a Franchise RAgreement .and does not
grant to Area Developer any right to use the Marks or System.

1.5 Area Developer shall have no right undér this Agreement to

franchiseé or license others under the Marks or System.

SECTION II
DEVELOPMENT FEE

In consideration of ‘the development rights granted herein, Area
Developer shall pay toé Franchisor a Development Fee Qf‘Twehgy Thousand
Dollars ($20,000.00) for the first Coffechouse plus Ten Thousand
Dollars ($10,000.00) for each additionhal Coffeehouse: to be developed..

The Developmeént FEee shall be fully earned by Franchisor upon

execution of this Agreement, and shall be for administrative and other
expenses incurred by Franchiisor and for the development opportunities
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lost or déferred as a result of the Development Rights granted Area
Developer herein.

SECTION III
SCHEDULE AND, MANNER FOR EXERCISING DEVELOPMENT RIGHTS

3.1 In the event Area Developér finds a locatien fer a
Coffeehouse, then in such eveént, Area Developer shall submit to
Franchisor for its evaluation and approval, in the form specified by
Franchisor, a description of the site, the iterms of the lease or
purchase afnd such other informaticon and materials as Franchisor may
reasonably reguire. Franchisor shall have fifteen (15) business days
after receipt of such information and materials frem Area Developer to
approve or disapprove the site in its sole discretion. In the ewvent
Franchisor does not disapprove the siteé by submitting written notice
to. Area Developer within fifteen (15) days, such. site will be deemed
approved by Franchisor. The Area Developer will then be presented
with the then-current Franchise Agreement for éxecution.

3.2 Recognizing that timé is of the essence, Area Developer
agrees to exercise each of the Developmernt Rights granted hereurder in
the manner specified herein, and to safisfy the Minimum Peérformance
Schedule in a timely manner. Failure by Area Developer te adhere to
theé Minimum Performance Sc¢hedile shall constitiite a default under this
Agreement as provided in Section 9.1 hereof.

3.3 Area Developer 3shall exercise each Area Development Right
granted herein only by executing a Franchise Agreement for each
Goffeehouse at a site approved by Franchisor in the Dewelopment Area
as hereinafter provided within ten (107 days after receipt of said
Franchise Agreement from Franchisor .for the approved site and return
same to Franchisor for its execution. The Franchise Agreement for the
first RArea Develcdpment. Right exercised hereunder shall Bé the then-
current form of Franchise Agtéeilent. The Franchise Agreement for each
additional Area bevelopment Right exercised hereunder shall be the
then-current Franchise Agreement, ex¢ept that the Royalty .and
Advertising Fees shall not increase and shall be the same as set forth
in the first Franchise Rgreement executed, subject to any non-material
changes therein which aré 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 éopies within said
ten (10) days from delivery thereof to Area Déveloper, Franchisor
approval of the site shall be void and Area Developer shall have no.
rights with respect to said site. The Initial Franchise Fees to be
paid by Aréa Developer shall be. Twenty Thousand Dollars. ($20,000.00)
for thé first Coffeehouse and Ten Thousand Dollars ($10,000.00) for

each of the total remaining Coffechouses to be developed wunder this

Agreement, which shall total the Development Fee to be paid by Area
Developer. The Initial FEranchise Fee for the first Coffeehouse has
been paid in full in the Development Fee; thé balance of the Initial
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Franchise Fee for each additional Coffeechouse to be developed shall be
paid by Area Developer on the earlier of (i) the date a lease or
pumghaﬁé,agreement‘fcr the Coffeehouse is executed or (ii) ninety (90)
days prior to thé scheduled opening datée for said <Coffeehouse,
whichever date is éarlier. '

3.4 Area Developer ackneowledges thHat the approval ef a
particular site for‘a,cbfféehouseiby Franchisor shall not be deemed to
be an assurance or guaranty that the Coffeehouse will operate
successfully or at a profit from such site.

3.5 Area Developer shall be required to execute each Franchise
Agreement for each Coffeehouse to be opened pursuant te said Franchise
Agreement. In no event shall Area Developer relinquish control over
each entity operating\each Coffeehouse.

SECTION IV
DEVELOPMENT RIGHTS AND OBLIGATIONS

4.7 Subject to the provisions of this Agreement, Franchisor
grants to Area Developer the right to develep Coffeehouses within the
Development Area (WDeVélmeent Rights”).

4.2 Provided Area Developer is in full compliance with .all the
terms 4&nd conditions of this Agreement, including without Iimitation
Area Developer’s developnient obligations deseribed in Sectisén 3.2, and
Area Developer is in full compliance with all of its obligations under
all ‘franehise"agreements execlited pursuant te this Agreement, then
during the term of this Agreément neither Franc¢hisor nor any of its
affiliates will develop or operate or grant. franchises for the
development or operation of Coffeehouses within the Development Area,
except the franchises that are granted to Area Deveéloper pursuant to
this Agreement and except as otherwise expressly provided in ‘this
Agreement.

4.3 Upon the termination or expiration of this Agreement,
Frahchisor and its affiliates shall have the right to dewvelép and
operate, and te grant to others developmeént rightis and franchises to
develop and operate, Coffeehousés within the Development Area subject
only to the territorial rights granted to Area Déveloper with Ttespect
to Coffeehouses operated by Area Develeper pursuant to the Franchise
Agreements, if applicable: )

4.4 Except as expréssly limited by - Section 3.2 above;
" Franchisor and its affiliates retain all rights Wwith respect to
Coffeehouses, the Marks and the sale of any goods and services,
anywhere in the world, including, without limitation, the right:

4.4.1to produce;, offer and sell and to grant others the

right to produce, offer and sell the products and any other geods and
sertvices through similar or dissimilar channels of distribution both
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within and outside the Development, Area under trade and service marks
other than the Marks and under any terms and cofditions Franchisor
deems appréopriate;

4.4.2 to produce, offéer and sell and grant others the right
to produce, offer ‘and sell the products and any othe? gbdods and
services through dissimilar channels of distribution (other than
through, a retail coffeehocuse) both within and outside the Development
Area under the Marks and under any terms and conditions Franchisor
deems appropriate; and

4.4.3 to. operate and to gréht others the right to operate
Coffeehouses located outside the Development Area under any terms and
conditicns Franchisor deems appropriate and regaf&léSS of proximity to
a Coffeehouse or Development Area.

SECTION V
‘RENEWAL
This Agreement 5hall not be subject to renewal.

SECTION VI
TERM

Unlesss sooner terminated .in accordance with the terms of this
Agreement, the term of this Agreement. and all Development Rights
granted hereunder shall expire on the date the last Coffeehouse is
opened pursuant to ‘the Minimum Pegformance Schedule set. forth in
Exhibit “A”.

SECTION VII
OBLIGATIONS OF AREA DEVELOPER

7.1 Aréa Developer acknowledges and agrees that:

7.1.1 Except as otherwise provided herein, this Agreement
includes 0nly the right to select sités for the establishment of
Coffeehouses and te submit the same to Eranchisor for its approval in
accordance with the terms of this Agreement. This Agreement dees not
include the grant of a 1icense by Franchiser te Area Developer of any
rights to uée‘ the Marks; the System, ox o open. or operate any
Coffeehouses within the DevelopmentrAmea“ Area Developer shall obtain
the license to use such additiodrnial rights at each Coffeehouse upon the
execution. of eaech Franchise Agreement by both Area Developer and
Franchisdér and only in accordance with the terms. of each Eranchise
Agréement:

7.1.2The Development Rights granted hereunder are persconal
to Aréa Developer and cannot be sold, .assigned; transferred or
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encumbered, in Whole or in patrt, except as set. forth in Section XI
heteof.

7.1.3 Exéept .as provided in Sections 7.1.1 and 7.1.2 hereof,
the Development Rights granted hereunder are non-exclusive, and
Frdanchisor retains the right, in its sole discreétion:

(a) To continue to construct and -opérate other
Coffeehouses and to use the System and the Marks at any location
outside the Development Aréa, ahd to license othérs to do so.

(b) To develop, use and franchise the rights to any
trade mames, trademarks, servicé marks, trade symbols, emblems, signs,
slogans, insignia, or copyrights not designated by Franchisor as Marks
for use with different franchise systems for the sale of the different
products or services not in connection with the Systefd at any
location, on su¢h terms and cohditions as Franchisor may deem
advisable and without granting Area Developer amny rights therein.

(&Y To develop, merchandise, sell and license others
to wsell any of Franchisor’s products, proprietary or otherwise,
presently éxisting or to be developed in the future, to the public
thiough supermarkets, groceries and othér non-Coffeehouse outside of
the Development Area and to use: the Marks in connection therewith.

{d) Te promote or conduct special events within the
Devélopment Area, provided, however, that the opportunity to conduct
each special ev¥ent shall first bé offered to Area Developer in
accordanceé with <the terms of any valid and effective Frdnchise
Agreefient.

7.1.4 Area Developer 'has sole .responsibility for the
performance of all obligations arising out of the operation 6f his
business pursuant to this Agreement, including, but not. limited to,
the payment when due of any and all taxes levied or assessed by reason
of such operation.

7.1.5In all public records, in its nelationship with other
persons, and in any documents, Area Developer shall indicate clearily
the +independent ownership of Area Developer’'s business and that the
operatiéns of said business are sepatraté and distinet from ‘the
operation of Franchisor’s business.,

7.1,.6 Area Developer shall at all times preserve in
confidence any and all materials and information furnished or
disclosed to Area Developer by Franchisor, and Area Developer shall
disclose sueh ihformation or materials only to swch of the Area
Developer’'s employees o©or agents who must Have access to it in
connection with their employment.. Areg Déveloper shall mnot &t any
timé,; without Franchisor’s prior written consent, copy, duplicate,
record or otherwWise reproduce such materials or information; in whole
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of in part, nor otherwise make the same available to any unauthorized
person.

7.1.7 Area, Devéloper shall comply with all requiréments of
federal, state ahd local laws, rules and régulations.

7.1.8 Area Developer shall at no time have the right te sub-

franchise any of Its Dévelopment Right's hereunder.

SECTION VIII
SERVICES OF FRANCHISOR

Eranchisor shall, at its expense, prévidezthe;following services:

8.1 Review Area Developer’s site selection for conformity to
Franchisor standards and criteria for selection and acquisition of
sités upon Franchisor’s receipt of Area Deéveloper’s written request
for approval thereof.

8.2 Provide Area Developer with standard specifications and
layouts for the layout, interior and exterior design, improvements,
equipment, furnishings, decor and signs identified ‘with the
Coffechouses as Franchisor makes available to 4ll area developers and
franchisees from time to time.

8.3 Review Area Developer’s site plan and final build-out plans
and spécifications for conformity to the construction standards and
specifications of the System, upon Franchisor’s receipt. of Area
Developer’s writtem request for approval thereof. /

8.4 Conduct such on-site evaluation as Franchisor may, in Aits
sole discretion, deem advisable as part of its evaluation of Area
Devedoper’s request fof site .approval, ©Pprovided however, that
Franchisor shall not be reguired to provide such on-site evaluation
for any proposed site prior to Franchisor receipt of a deseription of
such proposed site and -other information and evidence satisfactory to
Eranchi'sor. If deeméd appropriate and if the site requires
inspeg¢tion, Franchisor may conduct an on-site ihgpection.

8.5 Proevide  such other resources and assistafice as may
hereafter be developéd and offered by Franchisor té ittss other area
developets.

SECTION IX
DEFAULT AND TERMINATION

9.1 The occurrence of any of the following evénts of default
shall conmstitute good cause for Franchisor, at its option and without
prejudice to any other rights or remedies provided for hereunder or. by
law or equity, to terminate this Agrésement. ‘
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9.1.1 If Area Developer shall, in any respect, fail to meet
the Minimum Perfiormance Schedule.

9.1.2Tf Area Developer shall use the System or Marks, or
any other nameés, marks, systems, insignia, symbols or rights which are
the property of Eranchisor except pursuant td, and in accordance with,
a valid and effective Franchisé Agreement.

9.1.3If Area Developer, or persons controlling, controlled
by or under common control ‘with Area Developer, =shall have any
interest, direct o indirect, in the wownership or operation of any
store engaged in the sale of products similar to those permitted to be
sold by Area Developer within the Devéelopment Area or in 4dny
coffeehouse which looks 1like, cepies or imitates the Coffeehouse or
operates in a mannet tending to have such effect other than pursuant
t¢ & valid and effeéective Franchise Agreement,

9.1.4 Tf Area pevelQper shall fail to remit to Franchisor
any payments due undér this Agreement.

9.1.51f Area Developer shall begin work wupon any
Coffeehouse at any site uhless all the conditions set forth in Se&tion
ITI herecf have been meét.

9.1.6If Area Deéveleper shall purport to effect any
assignment other than in accordance with Section XI hereof.

9.1.7Except as:‘provided  in, Seéction XI hereof, if Area
Developer attempts to Sell, assighn, transfer or .encumber this
Agreement without Franchisor’s prier written approval,

9.1.8If Area Developer makes, or has made, any material
misrepresentation to Franchisor in connection with obtaining this Area
Development Agreement, any Site approval hereunder, or any Franchise
Agreement. ‘

9.1.9 If Area Developer fails to obtain Franchisor’s prior
written approval or consent, including but not limited to site
appréval or site plan approval, as expressly required by this
Agreément

9.1.10 If Area Developer defaults in the performance of
any other obligation under this Agreement.

9.1.11 If Area Developer defaults .in the performance of
any obligation under any Franchise Kgreement with Franchisor, provided
such default results in the termination of the Franchise Agreement.

9.,1.12 If Area Developer suffers a vielation of -any law,

ordinance, rule or regulation of a governmental agency in coennection
with the operation of the Coffeehouse, and permits the same to go
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uncorrected after notification thereof, unless there is a bona fide
dispute as to the viclationrn or leqality of such law, ordinance; rule
or regulation, and Area Developer promptly resorts to courts or forums
of appropriaté jurisdiction te contest such violation or legalitys

9:1.13 I1f Area Develeper or a shareholder of . Rrea
Developer owning twenty-five percent (25%) or more of Area Developer’s
voting stock is convicted in a court of competent jurisddictioh of an
indiétable woffense punishable by a term of imprisonment in excess of
one (1) year.

9.1.14 1f Area Developer, or any person controlling,
contrelled by or under common control with:\Areé Developer, shall
become: insolvent by reason of inability to pay their debts as they
mature; shall be adjudicated a bankrupt; shall file or have filed
against any of fthem a ‘petitien in bankruptcy, reorganizatioen ot
similar;proceeding'undem the bankruptcy laws of the United States; or
if .a receiver, permanent. or tempoerary, wof the business, -assets or
property of Area Developer of any such person, or any part thereof, is
appointed by a ¢court of competent authority; or if Area Developer or
ahy such person requests the appointment of a reéceiver or makes a
general assignment for the benefit of &reditors or if a final judgment
against Area Developer or any such person in the amount of Ten
Thousand Dellars ($10,000) or more remains unsatisfied or recorded for
sixty (60) days or longer; or if ‘the bank accounts, property or
receivables of Area Developer or any such pérsen are attached and such
attachment proceedings atre not dismissed ‘within a sixty (60) da&ay
period; or if execution is levied against the business or property of
Area Developer or suit to foreclose any lien or mortgage against any
of the Coffeehouses, the premises thereof or equipment thereon is
instituted and not dismissed within thirty (30) days.

9:2 Upon occurrence of any of the events set forth in Section
9.1, FEranchiser may, without prejudice to any other rights or remedies
contained in this Agreement or provided by law or eqiity, terminate
this Agréeement. Such termination shall be effective thirty (30) days
after written notice (or such othet notice as may be required by
applicable state law) is given by Franchisor to Area Developer of any
of the evéngs séeg forth in this Section IX, if such defaults are not
cured within such period. However, termination shall be effective
immediately, without notice and without the necessity of funther
action by Franchisor, upon occurrence of any of thHe events specified
in this Sectien IX, except where prohibited by any applicable state or
federal law, ‘whereupon this Agreement shall be terminated in
accordance with the provisions of any such law.
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SECTION X
AREA DEVELOPER’S OBLIGATIONS FOLLOWING TERMINATION .-

10.1 Upon termihation of this Agreement becoming effective for
any reason, ©r upon expiration. of the term hereof, Area Develdper
agreeés as follows:

10.1.1 T Ceasé‘immediately any dttempts to select sites
on which to establish Ceffeehouses.

10.1.2 To cedse immediately to hold itself out in any
way as an Area Developer of Franchisor or to do anything which would
indicate a relationship between it and Franchisor.

10.2 Termination of this Agreement shall not affect the rights
of Area Developer to operate Ceoffeehouses in accordancé with the terms
of any Franchise Agreement with Franchisor, executed prior to ‘the
termination. of this Agreement, until 4and wunless such Franchise
Agreement, or any of them, are tefminated in accordance with their
terms, renewed or expired.

10.3 No right or remedy herein conferred upon or resérved to
Eranchisor is exclusive of any other right or remedy wprovided or
permitted by law of in -eduity.

SECTION XTI
TRANSFER OF INTEREST

11.1 This Agreement is personal to Area Developer, and Area
Developer. shall neither sell, assign; +transfer hor encumber this
Agreement, the Dévelopment Rights, or any other interest hereunder,
nor suffer or permit any such assigrnment, transfer or encunbrance to
eccur directly, indirectly or contingently by agréement or by
operation of law without the prior .mgitben‘ tonsent of Franchisor.
Area Developer understands that this Agreement may not be pledged,
mortgagéd, hypothecated, given as Security for an obligatioén or in any
manner encumbered. The assignment or transfer o6f any interest,; except
in accordance wifh this Paragraph shall eonstitute a material breach
of this Adreement.

11.2 In ‘'the event ‘that Area Developer 1is a corporation or
desires to 'conduct business in a corporaté Capacity, said corporatien
or assighment;tp:a corporation must receive the prior written approval
of Eranchisor and Area Developer agrees to comply with the provisions

hereinafter wspecified, 3including without limitation restrictioms én

the number of shareholders of the corporation or assignee corporation
and, whére appropriate in Franchisor’s discretion, personal guarantees
by afiy shareholder having at least 5% ownership intérest in such
corporation of all of the obligations of said corporation or assignee
corporation to Eranchisor and other parties designated by FEranchisoér.
The corporation or assignee corporation shall not engage in any

11’ 0
Page 170 of:228



business activities wother than those directly related to the operation
6f the Coffeehouse(s) pursuant to the terms and conditions of the
Franchise Agreements with Franchiseor, and all assets trelated to the
operation of the Coffeehousel(s) shall be held by thé cerporation or
assignee corporation. There shall be no transfer fee +<harged by
Franchisor if such assignment to a corporation is made within, ninety
(90) days after the exécution of this Agreement.

The references .in Sectiéns 11.2, 11.3 and 11.4 herein to
“Corpoération,” “asgignee corperation, “stock, ” “by-laws,”
“shareholders,” e€tc., shall be deemed t& include and permit simdlar
transfers to other business entities such as a Jlimited liabdility
company, limited partnership of business trust, as applicable, in
which ¢ase the language of such entity shall be understoed i(e.g. in
theé case of a limited liability company ("“LLC” o¢r “Coempany.;”
“members,” “‘membérship interests,” “operating agreement,” etc.),
unless the context would not so permit such substitution:

11.3 If Area Developer 1s a cerporation or if Area Developer’s
rights hereunder are assigned to a corporation, thé Area Deweloper, or
those individuals disclosed on Exhibit ™“B” attached hereto shall be
the legal and beneficial owner of and shall act as such corporation’s
principal officér. ‘The assignment to a corporationi will not relieve
Area Developer of personal liability to Franchisor for performance of
any of the obligations under this Agreement. Any subsequent transfer
of voting rights of the stock of the corporation or assignee
corporatien, and éany transfer or issuance of shares of the «corporation
Or assignée corporation shall be subject toe Franchisor prier written
approval.: Franchisor agrees ‘that it will not unreasonably restrict
the issuance or transfer of shares of stock, provided that ZArea
Developer compilies with the provisions ©f this Section XI, and
pKOVIdEd(that in no event shall any share of stock of such corperation
or assignee corporation be sold, transferred or assighed to a business
competitor of Franchisor. The articles of incorporation and by-laws
of tlie ceérporation or assignée corporatiom shall reflect that the
igsuanée and transfer of shares of stock are restricted, and all stock
certificates shall bear the following legend; which shall be printed
legibly and conspicuously on each stock certificater

“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 Development
Agreement and related Franchise Agreements and to
restrictive prévisions of the charter and by-laws
of this corporation.”

N 11.4 The corporation or assignee corporation”s‘gongorate records
shall indicate tﬁat a stop transfer ordér shall be in éeffect against
the transfer of any stock, except for transfers permitted by this

Section XI. In addition to the foregoing, the stock of such
corpordtion or assignee corporation shall not be publicly sold or
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traded without the prior express ‘written consent of Franchisor, which
shall be given at the sole discretion of FEranchisor. In the event
that Franchiser approves a public offéring of Area Developer, Area
Developer 'shall present the offering circular or prospectus to
Franchisor for Jits review within a reasonable time prior to such
offering becoming effective. In no event shall Area Developer offer
its securities by use of the name “Tem N Toms” or any namerdebeptively
similar thereto, however; Area Deveéloper may 'make appropriate
referencé to the fact the Area Developer has a Development Agreement
with Franchisor; nor shall Area Developer relinquish contrel of the
new public company. Area Developer agrees to indemnify and hold
Franchisor hdrmless from and against any «<claims, suits, actions of
otherwise which arise out of or from such public offering..

11.5 In the event of the death, disability or permanent
incapacity of Ared Developer, Franchisor shall consent té the transfer
of all of the interest of Area Developer to Area Developer’s spouse,
heirs or relatives, by blood or marriage, of if this Agreement was
originally executed Dby more than one party, then to the remaining
party who originally executed this Agreement, whethér such transfer is
made by Area Developer’s Last Will and Testameént or by operatieon of

law. In the event that Area Developér’s heirs do not obtain the
consent of Franchisor as preséribed herein, the personal

representative of Area Develqpei‘ shall have a reasonable ‘time to
dispose of Area Developer’s interest hereundér, which disposition
shall be subject to all the terms and conditions for transfers under
this Zgreement.

11.6 Area Developetr has represented to Franchiser ‘that he is
entering inte 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 to assign this Agreement; without Franchisor’s
prior written approval except pursuant to Sections 11.2 and 11.3
hereof, shall be deemed to be an evént of default.

11.7 If Area Developer receives from a third person and desires
to accept a bona fide written offér +to purchase its business,
Development Rights and interests, Franchisor shall have the optioh,
exercisable within thirty (30) days after receipt of written nétice
setting forth the name and address of the prospective purchaser, the
price and terms of such offer, and a copy of such oefifer and the other
information set forth in this Section 11.7, to pufchase such business,
Development Rights and iﬁﬁerestsv including Area Developer’s right to
dévelop sites within the Development Area, on the same terms and
conditions as offered by said third party. In order that Franchisor
may have information sufficient to enable it to determine whether to
exercise its option, Franchisor may require Area Developer to deliwver
to Eranchisor certified financial statements as of the end of Area
Developer’s most récent fiscal year and such othér information aboiit
the business and operatiens of Area Developer as Franchisor may
request. If Franchisor declines, or doeées not. aceept the offer in
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writing within thirty (30) days, Area Developer may, within thirty
(30) days from the expiration ef the option period, sell, assign and
transfer its business$, Development Rights and interest to said third
party, provided Franchisor has consented to such transfer as required
by this Settion XI: Any material chahdge in the terms of the offer
prior to closing of the sale to Suc¢h third party shall constitute a
new offer; subjeet to the same rights of first refusal by Franchisor
or its nominee, as in the case of an 4hitial offer. Failure by
Franchiser to exercise the optioen afforded by this Section 11.7 shall
rnot. constitute a waiver of any other provision ©of this Agreement,
including all of thé reduirements of this Sectisén with respect to the
proposed transfer.

11.8 Area Developer acknowledges and agrees that the
restrictionms on transfer imposed herein aré reasonable and are
necessary £o ‘protéect the Development Rights, and the System and theé
Marks, as well as Franchisor reputation and image, and are for the
protection of Franchisor, A¥ea Developer and other Area Developers.
Any assignment ©r transfer permitted by this Séction XI shall not be
effective until PFranchisor receives a completely executed .copy of all
transfer documents, and Eranchisor éensents in writing theréeto.

11.9 Franchisor agrees not to unredsonably withhold its consent
to a sale, assignment or transfer by Area Developer hereunder.
Consent to such transfer otherwise permitted or permissible as
reasonable may be refused unléss: '

11.9.1 All obligations of the Area Developer <¢created. by
this Agreement, all other franchise documents, including all Franchise
Agreements, and the relatienship created hereunder are assumed by the
transferee, '

11.9.2 ALl ascertained or liquidated debts of Area
Developer to Franchisor or its affiliated or subsidiary corporations
are paid.

11.9.3 Atea Developer is not in default hereunder.
11.9.4 Franchisor is reasonably satisfied that the

transferée meets all of the requirements of Franchisaér for new area
developers, Including but not limited to, good, reputation and
character, busineéss acumen, operational ability, management skKills,
financial strength and wother business considerations.

11.9.5 T¥ansferee executes: er, in appropriate
circumstances, calses all necessaty parties to execute, Fraachisor’s
standard form of Area Development Agreement, Franchisée Agreements, for
all Coffeehouses open or uhder construction hereunder; and such dJther
then-current ancillary agreements, including -personal guaranteées,
being required by Franchisor of héw area developers on the date of
transfer. '
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11.9.6 Area Developer executes a géneral release under
seal, in a form satisfactory to Franchisor, of any and all claims
against Franchisor, its sfficers, directors, employeés .and principal
stockholders of any and all claims and causes of action that he may
have againSt Eranchiser or any subsidiary or affiliated corporations
in any way relating to this Agreenment or the performance or non-
performance thereof by Franchisor. ‘

11.9.7 Area, Developer or transferee pays to Franchiser a
transfer fee in an amount equal to twenty-five percent (25%) of the
Development Fee paid bY' Area Developer to cover Franchisor’s
reasonable cos&s in effecting the ‘transfer and in providing training
and, other initial assistance to tianhsferee.

11.10.Upon the death ot meéntal incapacity of any person with an
interest of miore than twenty-five percent (25%) in this Agreement or
in Area Developer, the executot, administrator or personal
répresentative of such person shall transfer his interest to a third
party approved by TFranghiser within twelwve (12) noenths. Such
transfers, iheluding, without limitation, transfers by devise or
inheritanceé, shall be subject to the safe conditions as any inter
vivos transfer. However, in ‘the case of transfer by devise or
inheritance, if the heirs or beneficiaries of any such person are
unable to meet the conditions set forth in Section 11.1 hereof, the
personal representative of the deceased shall have a reasonable time,
not to exceed twelve (12) months from the date said personal
representative is qppoihtedf to dispose of thé decéased’s interest in
Area Develéper or in the Developmernt Rights, which dispositioen shall
be subject to all the terms and conditions for transfers coéntaihed in
this. Agreement. It 4is understood ‘and agreed, however, that
notwithstanding the foregoing, the Minimum Performance Schedule shall
be complied with as though no such dedath or mental incapacity had
océurred. In the event the interést described abeove is not dispesed
of within such time, Franchisor shall have the right to términate this
Agreement, providéd such termination had, not prewviocusly occurred for
failure to perform pursuant to the Minimum Performance Schedule, gpon
ninety (90) days’ notice to Area Developer’'s representative, or
Franchisor shall havé the right to re-purchase same at the same price
being sought: by the Area Developer’s represéntative.

11.11 Franchisor’s cofisent to a transfer of any interest .in Area
Develeper or in the Development. Rights pursuant to this Section shall
not constitute a waiver of any c¢laims it may have against the
transferring party, nor shall it be deemed a waiver of ]Branchisor
right to demand exact compliance with any of the terms of this
Agreeément by the transferee.

11:12 Franchisor shall have the right, without the need for Area
Developer’s consent, to assign, transfer or sell its rights under this
Agreement to any persen, partnership, ¢orporation or other legal
entity provided that the transferée agrees in writing to assume all
obligations, undertaken by Franchisor herein <and Area Developer
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réceives a statement from both Franchisor and its transferee t® that
effect. Upon such assignment and assufption, Franchisor shall be
under ne further obligation hereundér, except for accrued liabilities,
if any. Area Developer further agrees and affirms ‘that FEranchiser may
go public; may engage in a private placement of some or all of its
securities; may mérge, acquire other cotrperations; or be acquifed by
another corpbrationr and/or may undertake a refinancing,
recapitalization, leveraged buydut or other .econémi¢c or financial
restfucturinq. With regard to any of the above sales; assignments and
dispositions, Area Developer expressly and specifically waives any
claims, demands or damages arising from or related to the loss of
Franchisor name, Marks (or any variation thereof) and System and/ér
the 1loss of assoeiation with or identification of Franchisor as
Franchisor under this Agreement. Aréea Deéveloper specifically waives
any and &ll other claims, demands or damages arising froém or related
to the Fforegoing merger; acquisition and other business combination
activities including, without limitation, ~any claim of divided
loyalty,; breach of fiduciary duty, fraud, bréach of contract or bréach
of the implied covenant of good faith and fair dealing.

If Franchisor assigns its rights in ¢this Agreement, nothing
herein shall be deéemed to require Franchisor to remain in the “Tom N
Toms” businesis or to offer or sell any products or servicées to Area
Developer.

11.13 This Agreemént shall inure t6 the benefit of Ftanchisor;
its successors and assigns, and Franchisor shall havé 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’Franchigdrvobligations(hereunder.

SECTION XII
COVENANTS

12.1 Area Developer specifically acknowledges that, pursuant to
this Agreement, Area Developer will receive valuyable training and
confidential information, ineluding, without limitation, secret
récipes, informatien regarding the marketing fmethods and techniqués of
Franchisor and the System. Area DeVelqper covenants that during the
term of this Agrxeement, except as oOtherwise approved in writing by
Franchisor, Area Developer and persons contrelling, controlled by or
ufider c¢ommon control with Area Developer, shall not; either directly
or indirectly, for himself, or through, on behalf of of in conjunction
with any person, persons or legal entity:

12.1.1 Divert or attempt to divert any business or
client of the Franchiséed Business to any <competitor, by direct or
indirect inducemérit or otherwise, or do or Perform, directly or
indirectly, any other act injufious or prejudiéial to the goodwill
associated with the Matrks anhd the System.
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12.1.2 Empleoy or sSeek to employ any person who is at the
time employed by Franchiser or by any other franchisee or Aréa
DeVelqpef-Gf Franchisor, or otherwise directly wor indirectly induce or
seek to induce such person to ledve his or her employment thereat.

12.1.3 Own, Mmaintain, .advise, help, ihAvest in, make
leans to, be employed by, engage in or have any interest in any
coffeehouse or food service ‘business other than the Franchised
Business (including any business operated by Area Developer priotr to
entry into this Agreement) specializing, in whole or in part, in the
sale of the pfoprietary products. for on-premises and carry-out
consumption and/or operating a similar cofféehouse concept selling the
preprietary products sold by Frafichisor or any of its franchisees or
‘which Area Developer may be authorized to offer in ¢énnection with the
Franchised Business.

12.2 Area Developer covenants that, except as otherwise approved
in writing by Franchisor, Area Developer shall not, for a continuous
and uninterrupted period commencing upon the expiration or termination
6f this Agreement, and continuing foéor two £2j years thereafter (and,
in case of any violation of this &ovenant, for two (2) years after the
violation ceases), either directly or .indirectly, for himself or
hersélf, or throeughy; on behalf of or iR donjufictieon with any person,
persons, partnership or cdrpoﬁapiqn, own, maintain, advise, heip,
invest in, make loans to, be employed by, -engage in or have any
interest in any ‘business other than the Franchised Business
specializing, in whole or 4imn part, Iin Pproviding the sale of ‘the
proprietary beverage/foéd  itéms for on-premises and  carry-out
consumption and/er operating a similar coffeehduse concept selling
those Menu Items sold by Franchisor, its franchisees or any other type
of serwvice which RArea Developer may be authorized to offer in
connection with the Franchised Business,; which is locatéd:

12.2.1 Within the Developmént Area; or
12.,2.2 Within a radiwus of ten (10) miles of the location

of any Coffeehouse; or

12.2.73 Within a radiits of ten (10) miles of the loeation
of any other business using the System, whether franchised of owned by
Franchisér.

12.3 Subsections 12.1.3 and 12.2 of this Section shall not apply
to ownership by Area Develéper of less than a five percent {5%)
beneficial interest in the outstanding equity sécurities of any
corpokation or other entity which is registetred under the Securities
Exchange Act of 1934.

12,4 The parties agree that each of the foregoing covenants
shall be coenstrued as independent of any other covenant or provision
of this Agreement. If all or any portion of a covenant in ‘this
Section XII is held unréasonable or unenforceable by a court or agency

16
Page 176 of 228



having wvalid jurisdiction in any undppealed. final. decision ‘to which
Franchisor is a party, Area Developer expressly agrees to be bound by
any lesser covenant subsumed within the tefms 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
XIT.

12.5 Area De¥é€loper understands and acknowledges that Franchisor
shall have the right; in it$ sole discretion, to reduce -the scope of
any covenant set forth in Subsections 12.1 and 12.2 or any portion
thereof, without Area Developer’s consent, effective immediately upon
receipt by Area Developer of written notice thereof, and Area
Developer adgreés that it shall comply forthwith with any covenant as
so modified, which shall be <fully enforceable notwithstanding the
provisions of Section XVI hereof.

12.6 Aréa Developer expressly agrees that the existence of any
claim it may have agaifst Franchisor, whethet or not arising from ‘this
Agreement; shall het <constitute a defense to the enforcement by
Franchisor of the covenants inm this Section XII.

12.7 Area Developer acknowledges that any failure to cemply with
the requirements of this Section XII would cause Franchisor
irreparable 1injury for which ns adequate remedy at law may be
available, .and Area Developer hereby accordingly consents to
Franchiser seeking injunctive relief prohibiting any econduct by Area
Developer in vielation of the terms of this Section XITI. Franchisor
may ‘further avail itself of any other legal ot eguitabie right's &and
remedies which it may have under this Agreement or otherwise.

12.8 At Franchisor request, Area Developer shall require and
obtain the eéxecution of coVenants similar to those set forth in this
Section XII (including coveénants .applicable upon the termination of a
person’s relationship with Area Developer) from any or all of the
following persons:

12.8.1 All Coffeehouse managers of Area Developer and
any other personnel émployed by Area Developer whe have received
training frem Franchisor;

12.8.2 All officers, directors and holders of a
beneficial interest of five percent (5%) or more of the sécurities of
Area Developer and ©of any corporation directiy or indirectly
controlling Area Developet, if Area Developer is a corporation; and

12.8.3 The general partners and any limited partners
(including any corporation, and the officers, direétors and holders of
a beneficial interest of five percent (5%) or more of the sedurities
of any corporation which controls, directly or indirectly, any general
or limited partnér), if Area Developer is a partnership.
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Each cevenant required by this Subsection 12.8 shall be in a form
satisfactory to Franchiso¥, including, without limitation, specific
identification of Franchisor as a third party beneficiary of such
covenants with the independent right to enforce them. Failure by Area
Develeper to obtain execuktion of a covenant required by this
Subsection 12.8 shall constitute a default under Section IX hereof.

12.9 bpuring the term of this Agreement, an officer or agent of
Franchisor shall have the right to inspect any Coffeehouse in which
Area Developer has an interest at. reascmable times and during normal
business hours to thé extent reasonably hecessary to determine whether
the conditions of this Sectien XII are being satisfied. If, by reason
of such inspections or otherWwise, Franchise® has reason to believe
that Area Developer is net in full compliahce: with the terms of this
Section, Franemiso: shall give notiée of such default to Area
Developer, spéecifying the mnature of such default. If Area Dewveloper
denies that it is in default hereunder, as specified by Franchisor, it
shall have the burden of éstablishing that such default does hot exist
and shall wgive notice to Franchisor of its position, within ten (10)
days of réceipt of ‘the notice from Franchisor. Unless Area Developer
so denies such default, it Shall immediately take all steps te cure
said default im a manner satisfactory to Franchisor.

SECTION XIII
NOTICES

Any and all notices required or permitted urnder this Agreement
shall be in writing and shall be pe:somaily delivered of mailed by
certified or «registered mail, return receipt requested, to the
respective parties at the following addresses wunless and until a
different address has beern designated by written mnotice to the other
‘party:

Notices té Franchisor: Tom N Toms Franchise, LLC
3435 Wilshire Blvd., Suite 2090
Los Ange€les, CA 90010
Tel: 213 568-3577
Faxyx 213 568-3584
Attentiony President

Notices to the Area Developer:

ARy noetice by certifiéd or registered mail shall be deemed to
havVe been given at the date and time of mailing.
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SECTION XIV
INDEPENDENT CONTRACTOR AND INDEMNIFICATION

14.1 It is understood and agreed by the parties hereto that this
Agreement doés not create a fiidiui;iary relationship between them, and
that nothing in this Agreement is intended to constitute either party
an ageht, legal representative, subsidiary, jeint venturer, partner,
xempl)o,'y‘ee or servant o©of the other for any purpose whatsodever: Each.
party to this Agreement is an independent contractor, and neither
shall be responsible for the debts or liabilities incurred by ‘the
other.

14.2 Area Developer shall hold itself out to the public to be an
inde’pe’ndént contractor oeperating pursuant t& this Agreement. Area
De’velo‘pe]r agrees to take such actiens as shall 'be necessary to that
end.

14.3 Aréa Developer undersStands and agrees ‘that nothing in this
Agreement authorizes Area Deéveloper to make any contract, agreément,
warranty or representation on Franchisor’s behalf, or to incur any
debt or other obligation in Frdnchisor’s name, @and that Franchisor
assumes no liability for, mnor shall be deemed liable by reason of, any
act or omission of WArea Developer or adny «<¢laim or judgment arising
therefrom. Area Dewveloper shall i"‘nde’mnify: and hold TFranchisor and
Franchiser’s officers, direcectors, and employees harmléss against any
and all such claims arising directly or indirectly from, as a result
of, or in connectién with Area Developer’s activities hereunder, as
well as the cost, including reasonable attorneys’ fees, of defending
against them, except that the foregoing shall. not apply %o
infringement .actions regarding the Marks which are caused solely by
actions of Franchiser or actions cdused by the negligent acts of
Franchisor or its agents. '

SECTION XV
APPROVALS

15.1 Whenever this Agreement requires the prior approval or
consent. of FEranchisor, Area Dev@loper shall make a timely written
request to Franchisor, and, except as otherwise prowvided Hexéin, any
apptoval or consent grantéd shall be in wtiting.

15.2 Eranchisor makes no warranties of guarantees upon whiéh
Area Develpper may rely, and assumes né liability or obligation to
Area Developer or any third party to which it would not otherwise be
subject; by p‘r-}OVi-din'g any waiver, approval, advise, consent or
services to© Area Developer in connection with this Agreement, ot by
reason of any neglect, delay or denial of any request therefgre.
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SECTION XVI
NON-WAIVER,

Ne failure of Franchisor to exercise any power teserved to it
under this Agreement or to 4ihsist upon compliance by Area Developer
with any w©obligation or condition in this Agreement, ahnhd no custom or
practice of the patrtiés at wvariance with ‘the terms hereof, shall
constitiuté a waiver of Eranchisor ridghts to demand exact conpliance
with thé terms of this Agréenent. Waiver by Frahcliisor o©of any
particular default shall not affect or impair Frafichisor’s right with
respect to any subsequéent <default of the safme or of a different
nature; hor Shall any delay, forbearanée or omission of FEranchisor to
exercise any power or right adtising out of any breach 6r default by
brea Developer of any of the terms, provisions or covenants of this
Agreement affecf ‘or impair FranchiSor’s fightsv nor shall Such

decla;e any subsequent breach or default

SECTION XVII
SEVERABILITY AND CONSTRUCTION

17.1 Each -covenant and provision of this Agreement shall be
construed as independent of any other covenant or prov1snon OFf this.
Agreement. The: provisions of thls Agreement shall be deémed severable.

17,2 If all or any portion of a covenant or provi&ich of this
Agréemént is held unreasonable ot unenforceable by a coéurt or agency
having wvalid jurisdiction in a decision to which Franchisor 1is a
party, Area Devélgper expressly agrees to be bound by any lesser
covenant or provisiom imposing the maximum duty permltted by law ‘which
is subsumed within the terms &f such covenant or provision, as if that
lesser covenant or provision were separately stated in and made a part
of this Agreemehnt.

17.3 Nothing in, this Agreement shall confer upon. any person Or
legal entity eother than Franchiser of Area Developer, and such of
their néepéétive successors ahd agsigns as may be contemplated by
Sectien XI hereof, any rights or remedies under or by reason of this
Agreement . )

17.4 All captions in this Agreement are intended solely for the.
cohveniencé of the parties and none shall be deemed to affect the
meaning or construction of any provision hereof.

17.5 All references herein to gender and wnumber shall, be
comstifued to include such other génder and number as the context may
require, and all acknowledgments, promiises, covenants, agreements and
obligatioms herein made wor undertaken by Area Developer shall be
deemed Jointly and severally undertakén by all those executing this
Agreemeﬁt on behalf of Area Develéper?
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17.6 This Agreement may be executed in multiple counterparts,
and éach copy of exeecuted Agréement shall be deefted an original,

SECTION XVIII
ENTIRE AGREEMENT - APPLICABLE LAW

This Agtreement, the documents refeérred to herein and ‘thé Exhibits
attached hereto constitute the entire, full and complete agreement
betwéén Franchisor and Area Developer concerning the subject mattér
hereof and supersede ahy .and all prior agreements. No amendment,
change or variance from this Agtegment shall be: binding on either
party unléss mutually agreed to by the parties and executed by their
authorized officers or agents in writing, This Agreement shall be
interpreted and construed under the laws of the State of California,
and the ©parties hereto consent & irrevocably submit. to the
jurfis.d’i'ct»idn of all courts located within the State of California,
County of Los Angeles. Nothing in this or in any related agreement,
however, is dintefided +to disclaim the representations made by
Franchiser in the franchise disclosure document that is furnished by
Franchisor #o Franchisee.

ARTICLE XIX
ARBITRATION

19,1 IN THE EVENT .ANY PARTY IS REQUIRED TO EMPLOY LEGAL COUNSEL
OR TO INCUR OTHER REASCNABLE EXPENSES TO' ENFORCE ANY OBLIGATION OF
ANOTHER PARTY HEREUNDER, OR TO DEFEND: AGAINST ANY CLAIM, DEMAND,
ACTION, OR PROCEEDING BY REASON OF ANOTHER PARTY'S FALLURE ‘TO PERFORM
ANY OBLIGATION IMPOSED UPON SUCH, PARTY BY THIS AGREEMENT, AND PROVIDED
THAT LEGAL. ACTION IS FILED BY OR AGAINST THE FIRST 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 OF SUCH
COUNSEL AND ALL ©THER EXPENSES REASONABLY INCURRED IN ENFORCING SUCH
OBLIGATION OR IN DEFENDING AGAINST SUCH, CLAIM, DEMAND, ACTION, OR
PROCEEDING, WHETHER INCURRED PRIOR TO OR IN ©PREPARATION FOR OR
CONTEMBLATION OF THE FILING OF SUGCH ACTION THEREAFTER: NOTHING
CONTAINED IN THIS PARAGRAPH SHALL RELATE TQ ARBITRATION PROCEEDINGS
PURSUANT TO THIS AGREEMENT.

19,2 EXCEPT AS SPECIFICALLY OTHERWISE PROVIDED TIN  THIS
AGREEMENT, THE PARTIES AGREE THAT ALL CONTRACT DISPUTES THAT CANNOT BE
AMICABLY SETTLED SHALL BE DETERMINED SOLELY AND EXCLUSIVELY BY
ARBITRATION UNDER THE FEDERAL ARBITRATION ACT AS AMENDED AND IN
ACCORDANCE WITH THE RULES OF THE AMERICAN ARBITRATION ASSOCIATION OR
ANY SUECESSOR ‘THEREOF. ARBITRATION SHALL ‘TAKE PLACE AT AN APPOINTED
‘TIME AND RLACE IN THE STATE OF CALIFORNIA, COUNTY OF LOS ANGELES.

19.3 EACH PARTY SHALL SELECT ONE (1) ARBITRATOR (WHO SHALL NOT
BE COUNSEL FOR THE PARTY), AND THE TWO (2) SO DESIGNATED SHALL SELECT
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A THIRD ARBITRATOR. IF EITHER PARTY SHALL FAIL TO DBESIGNATE AN
ARBITRATOR WITHIN SEVEN (7) DAYS AFTER ARBITRATION IS REQUESTED, OR IF
THE TWO ARBITRATORS SHALL FAIL TO SELEECT A THIRD ARBETRATOR WITHIN
FOURTEEN (14) DAYS AFTER ARBITRATION IS REQUESTED, THEN AN ARBITRATOR
SHALL BE SEEECTED BY THE AMERICAN ARBITRATION ASSOCIATION OR ANY
SUCCESSOR THERETO UPON APPLICATION 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 JURISDICTTON, INCLUDING, WITHOUT LIMITATION, BY REASON OF
ENUMERATION, AWARD OF DAMAGES (BUT EXCLUDING INJUNCTIVE RELIEF); AND
MAY, IN ‘THE DISCRETION OF THE ARBITRATORS, ASSESS, IN ADDITION, THE
COSTS ©F ARBITRATION, INGLUDING THE REASONABLE FEES OF THE ARBITRATORS
AND REASONABLE ATTORNEYS’ FEEES, AGAINST EITHER ©R BOTH PBARTIES, IN
'PROPORTIONS AS THE ARBITRATORS SHALL DETERMINE.

19.4 NOTHING HEREIN CONTAINED SHALL BAR THE RIGHT OF FEITHER
PARTY TO SEEK AND G@BTAIN TEMPORZRY AND PERMANENT INJUNCTIVE RELIEF
FROM A COYRT OF COMPETENT JURISDIGTION CONSISTENT WITH ARTICLE XIX
HEREOF IN ACCORDANCE WITH APPLICABLE LAW AGAINST THREATENED CONDUCT
THAT WILL IN ALL PROBABILITY CAUSE L(0OSS OR DAMAGE TO AREA DEVEEOPER OR
COMPANY .

19.5 IT IS THE INTENT OF THE PARTIES THAT &ANY ARBITRATION
BETWEEN THE AREA DEVELOPER AND COMPANY REGARDING A CLAIM OF AREA
DEVELOPER SHALL BE OF AREA DEVELQPER’.S INDIVIDWAL CLAIM AND THAT NO
SUCH CLAIM SUBJECT TO ARBITRATION SHALL BE ARBITRATED ON A CLASS-WIDE
BASIS.

SECTION XX
TIMELY PERFORMANCE

Area Developer hereby acknowledges that its timely development of
the Coffeehouses in thé Development Area 4in accordance with the
Minimum Performdncé Schedule is of material importance to Frarchisor
and Atea Developer. Area ‘Developér agrees, as a condition of the
cohtinuance of the rights Jranted hereunder, to develop and open
Coffeehouses within the Development #Area in accordance with the
Minimum Performance Schedule, to operaté such Coffeehouses pursuant to
the terms of the FEranchise Adgreements and to ‘'maintain all such
Cofféehouses in operation ¢ohtinuously. A failure or delay in
performance: by any party to this Development Agreement shall nét be a
default hereunder if such failure or dé&ay’amises out o6f or results
from a Force Majeure, which for purposes of this Development Agreement
shall be defined as fire, flood, eafthquake or other natural
disasters, or acts of a public eneny, war, rebellion or sabotage.

| 2
‘Page 182.0f 228



SECTION XXI
ACKNOWLEDGMENTS

21.1 AREA DEVELOPER ACKNOWLEDGES THAT THE SUCCESS OF THE
BUSINESS VENTURE GCONTEMPLATED. BY 'THIS AGREEMENT INVOLVES SUBSTANTIAL
BUSINESS: RISKS AND WILL BE TOTALLY AND COMPLETELY DEPENDENT UPON THE
ABILITY OF AREA DEVELOPER AS AN TINDEPENDENT BUSINESS PERSON.
FRANCHISOR EXPRESSEY DISCLAIMS THE MAKING OF, &AND AREA DEVELOPER
ACKNOWLEDGES NOT HAVING RECEIVED, ANY WARRANTY OR GUARANTEE, EXPRESS
OR IMPLIED, AS TO THE POTENTIAL VOEUME, PROFITS OR SUCCESS ®©F THE
BUSINESS VENTURE CONTEMPLATED BY THIS AGREEMENT.

21.2 AREA DEVELOPER ACKNOWLEDGES HAVING RECEIVED, READ AND
UNDERSTOOD 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 DEVELQPER’S :CWN CHOOSING ABOUT THE POTENTIAL RISKS OF
ENTERING INTO THIS AGREEMENT.

21.3 AREA DEVELOPER AND EACH OF ITS PRINCIPALS, IF A
CORPORATION, EXPRESSLY ACKNOWLEDGE THAT NEITHER IT NOR THEY 'HAVE
RELTED UPON ANY EARNINGS CLAIMS, ‘SUCH AS ORAL OR. WRITTEN STATEMENTS OR
SUGGESTIONS, MADE BY ANY REPRESENTATIVE OF OR ANY OTHER PERSON
PURPORTING TO BE ACTING ON BEHALF OF FRANCHISOR REGARDING THE
POTENTIAL FUTURE SALES, REVENUES OR PROFITS WHIGH MAY BE DERIVED FROM
OPERATION OF FRANCHISOR COFFEEHOUSES OR DEVELOPMENT OF THE DEVELOPMENT
AREA.

SECTION XXII
EFFECTIVE DATE

This Agreemeént shall be effective as of the date it is éxecuted
by both parties.

IN WITNESS WHEREOF, the parties hereto have duly executed, sealed
and delivered this Agreement in triplicate on the day and year first
above written.

FRANCHISOR AREA DEVELOPER:

(Signatukre) (Signature)

(Printed Name & Title) » ﬂPriﬁted‘NameJ&’Title)
23
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TOM N TOMS FRANCHISE, LLC
AREA DEVELOPMENT AGREEMENT
EXHIBIT “A"”

Minimum Performancé Schedule

The Agreement authorizés and obliges Area Developer to establish
and operate ( 9 ™MTom N Tomis” Coffeehouses pursuant to a
Franchise Agreement for each <Coffeehouse. The follewing is Area
Develqpérjs Minimum Performance Schedule:

Coffeehouse | Open % Payméent Balance
Number Operating Made Due Due Date
X On or Before | Per Store
\
APPROVED::.
AREA DEVELOPER Franchisor
By . . By:
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TOM. N TOMS FRANCHISE, LIC

AREA DEVELOPMENT AGREEMENT

EXHIBIT “B”

Development Area

The following describes the Dévelopment Area within which Area
Déveloper may locate “Tem N Toms” Coffeehouses under this Agreement:

APPROVED:
AREA DEVELOPER Eranchisor
By: By«
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TOM N TOMS FRANCHISE, LLC

EXISTING COFFEEHOUSES IN DEVELOPMENT AREA

EXHIBIT “C”

APPROVED:
AREA DEVELOPER ERANCHISOR
By': _ By:
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TOM N TOMS FRANCHISE, LLC
AREA DEVELOPMENT AGREEMENT
EXHIBIT “D'

CERI;FICATIONLOFLAREA‘DEVEEOPEB

The undexrsigned, persénally and as an officer or partner of Area
Developer, as applicable, does hereby cértify that he has conducted an
indepéndent investigation of the business contemplated by this Area
Development Agreement and the Eranchisor Franchise Agreement, and that
the decision te -execute the Area Developmerit Agteément was based
entirely wuporn the independent investigation by the undersigned; and
the undérsigned further certifiés that he has not relied upon, in any

-way, any claims regarding potential sales, income, or earnings to be
derived frem fhe business contemplated by the Franchise Agreement and
Area Developmerit. Agreement; and has not reliéd upen any claims
regarding past. or current sales, income or earnings of Company-
operated “Franchisor ” Coffeehouses. The undersigned further
certified that he understands the risks invelved in #his investment
and. Franchiser, LLC makes no representation or guaranty, explicit or
implied that the Area Developer will bé successful or will recoup his
investment. 7

IN WITNESS WHEREOF, the wundersigned Hhas signed; sealed and
delivered this Certificate this day of , 20

“AREA DEVELOPER”

By:
3Efinted Name:
Title:
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‘EXHIBIT E

TABLE OF CONTENTS FOR CONFIDENTIAL OPERATING MANUAL

‘TOM N TOMS
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Chapter 2. Starting a Tom N Toms Coffeehouse .... 7

Ctitical Success Factors ...... S N 8
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EXHIBIT F

LIS? OF CURRENT FRANCHISEES

Store

Address

Tel No.

‘Contact Person

Tom, N' Toms

1 3050 E1 Camino Real;

Olympic
|

#108, Los Angeles, CA
90006

408 564-8698 | Alex. Pak
Santa Clara | 8Santa Clara, CA 95051
i . [
Tom N Toms 2716 W. Olympic Blvd., 213 503-1180 Ana Lee
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EXHIBIT G

LIST OF FRANCHISEES WHO HAVE LEFT THE SYSTEM

Store Address Tel No. ‘Contact Reasons :
Person for
Leaving
Tom, N Toms 4542 Béach Blvd., 714 670 Kyung Jun Terminated. |
Fullerton 'Buena Park, CA 90621 6898 | Lee*
| (2015)
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RECEIPT

(RETURN' ONE COPY. TO US)

THIS DISCLOSURE DOCUMENT 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, LLC OFFERS YOU A FRANCHISE, TIT
MUST PROVIDE THIS DISCLOSURE DOCUMENT TO YOU 14 CALENDAR-=DAYS
BEFORE YOU SIGN A BINDING AGREEMENT WITH, OR MAKE A PAYMENT TO,
THE FRANGHISOR OR AN AFFILIATE IN CONNEGTION WITH THE .PROPOSED
FRANGHISE SALE.

IF TOM N TOMS FRANCHISE, LLC DQES NOT DELIVER THIS
DISCLOSURE DOCUMENT ON TIME OR IF IT GONTAINS A FALSE OR
MISLEADING STATEMENT, OR A MATERIAL OMISSION, A VIOLATION OF
FEDERAL AND STATE. LAW MAY HAVE OCCURRED AND SHOULD BE REPORTED TO
THE FEDERAL TRADE COMMISSION, WASHINGTON, D.C. 20580 AND THE
STATE ADMINISTRATORS LISTED IN EXHIBIT 1.

The sellers of Tom N Toms f£fanchise are:

Tom N Toms Franchise, LLC
President: <Cheolku Lee

3435 Wilshire Blvd., Suite 20690
Los Angeles, CA 90010

(213) 908-6829

Date of Issuance: March 22, 2018

I Kave received a disclosufe document dated March 22, 2018 that
included the following Exhibits:

State Admindistrators/Agents for Servige of Process
State Specific Addendum

Franchise Agreement

Area Development Agreement

Table of Contents of Confidential Operating Manual
List of Franchisees )

List of Franchisees Who Have Left the System
Financial Statements

mORHmYOED

Dated: ] Franchisee:
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RECEIPT

(RETURN ONE 'COPY TO US)

THIS DISCLOSURE DOCUMENT SUMMARIZES CERTAIN PROVISIONS OF
THE FRANCHISE AGREEMENT, THE AREA DEVELOPMENT AGREEMENT AND OTHER
INFORMATION IN, PLAIN LANGUAGE. READ THIS DISCLOSURE DOCUMENT AND
ALL AGREEMENTS. CAREERULLY.

IF TOM N TOMS FRANCHISE, LLC OFFERS YOU A FRANCHISE, IT
MUST RROVIDE THIS DISCLOSURE DOCUMENT TO YOU 14 CALENDAR-DAYS
BEEORE YOU SIGN A BINDING AGREEMENT WITH, OR MAKE A PAYMENT TO,
THE FRANCHISOR OR AN AFEILIATE IN GONNECTION WITH THE PROPOSED
FRANCHISE SALE.

IF TOM N TOMS FRANCHISE, LLC DOES NOT DBELIVER THIS
DISCLOSURE DOCUMENT ON TIME ©R IF IT CONTAINS A FALSE OR
MISLEADING STATEMENT, 'OR A MATERIAL OMISSION, A VIOLATION OF
FEDERAL AND STATE LAW MAY HAVE OCCURRED AND SHOULD BE REPORTED TO
THE FEDERAL TRADE COMMISSION, WASHINGTION, D.C. 20580 AND THE
‘STATE. ADMINISTRATORS LISTED IN EXHIBIT 1.

The selle¥s of Tom N Toms franchise are:

Tem N Toms Franchise, LLC
Presidént: Cheolku Lee
3974 Wilshire Blvd., 27 Fl1.
Los Angeles, CA 90010

¢213) 908-6829

Date of Issuancei: March 22, 2018

I have received a discldosure document dated March 22, 2018
that included the following Exhibits:

State Administrators/Agents for Service of Proéocess
State Specific Addendum

Franchise Agreement

Aréa Development Agreement

Table of Contents of Confidential Opgratihg Manual
List of Franchiseés '

List of Franchisees Who Have Left the System
Financial Statements

T QMmO Qo

Dated: Franchisee:
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