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FRANCHISE DISCLOSURE DOCUMENT

TOM N TOMS FRANCHISE, LLC
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 “Tem N Toms”

Coffeehouse (“Coffeehouse”) featuring premium coffee products and

complementary foed and beverages:

Total Initial Investment: The total investment necessary to begin operation

of Coffeehouise is $370,400 to $487,300. This includes $30,000 that must be
paid to the franchisor as a franchise fee, and the fnitial inventory purchase
requirement of abeut $12,900-523, 000 paid t6 us or our affiliate. In the case
of an area developer, thé development.fee to be paid to the Franchisor is equal
t6 $30, 000 for thefirstCoffeehouseplus $15, 000 for:each.additional Coffeéchouse.
to be developed under the area developmerit agreemeft. Thé development fee
is applied pro rata te the initial franchise fees due for each Coffeehouse
to be developed after the first. Your estimated initial investment will Vary
based on the number of Coffeehouse to be developed within the area specified.
in ‘the area development agréement , dnder which you will have exclusive right
to develop an agreed number of Coffeehouses within a specific time periacd.

This Disclosure Document. summatrizes ¢ertain provisions of your franchise
agreement, development agreement and 6thet information in plainEnglish. Read
this Disclesure Document and all accompanying agreements carefully. You must
a bindingagreement with, or make any payment to; the franchisor or.an affiliate
in connection with the proposed franchise sale. Note, however, that no
goverrmental agency has verified the information contained in this document.

You may wish to receive your Disclosure Document in another format that is

méreconvenient for you. Todiscusstheavailabilityofidisclesuresindifferent

formats, contact Cheolku Lee at 3435 Wilshire Blvd., Suite 2090, Los Angeles,
CA 90016 and (213) 908-6829.

The terms of your contract will gévern your franchise relationship. Don't
rely on the DiSc&,’o'surre Document: alone to understand your contract. Read all
of your contracts carefully. Show your contract and this Disclosure Document
to an advisor, like- a lawyer or an accountant.

Buying a lf;ranchise is'a complex investment. The informatien in this Disclosure
Document <can hélp you make up your mind. More information on ;t%rf.a‘n_'ch'is’fing‘!
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such.as "A Consumer" s Guide to Buying a Franchise, " which.can help you understand
how to use this Disclesure Document, is available from the Federal Trade
Commission. You can contact the FTC at 1-877-FTC-HELP or by writing to the
FTC at 600 Pennsylvania Avenue, NW, Washington, D.C. 20580. You cah alsovisit
the FTC's home page at www.ftc.gov for additional informatiofn. Call your state
agency or 'visit your public library for other sources of information on
franchising.

There may also be laws on framchising in ydur staté. Ask your state agencies
about them.

The issuance date of this Franchise Disclosure Document is April 11, 2019.
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STATE COVER PAGE

Your 'state mdy have a frarichise law that requires a franchiser to register
or file with a state franchise administrator before offering or sélling in
your state. REGISTRATION OF A FRANCHISE BY A STATE DOES NOT MEAN 'THAT THE
STATE RECOMMENDS THE FRANCHISE.QRHAS VERIFIED THE INFORMATION IN THIS DISCLOSURE
DOCUMENT .

Call the state franchise administrator listed,in‘EXHibit G to this Disclosure
Decument for information about the franchiser of about franchising in your
state:

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

Pléase considetr the following RISK FACTORS before you buy this franchise:

1. THE FRANCHISE AGREEMENT AND AREA DEVELOPMENT AGREEMENT PERMIT: YOU TO
ARBITRATE OR SUE ONLY IN CALIFORNIA. OUT-OF-STATE ARBITRATION OR LITIGATION
MAY FOREE YOU TO ACCEPT A LESS FAVORABLE SETTLEMENT FOR DISPUTES. TIT ALSO -
MAY GOST MORE TO ARBITRATE WITH OR SUE TOM N TOMS IN CALIFORNIA 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 DOCUMENT.

2. THE FRANCHTSE AGREEMENT AND AREA DEVELOPMENT AGREEMENT STATE THAT
CALIFORNIA LAW GOVERNS THESE AGREEMENTS. THIS LAW MAY NOT PROVIDE THE SAME
PROTECTIONS AND BENEEITS AS LOCAL LAW. YOU MAY WANT TO COMPARE THESE LAWS.
EVEN THOUGH THE FRANCHISE AGREEMENT PROVIDES THAT CALIFORNTIA LAW APPLIES, LOCAL
LAW MAY SUPERSEDE: THIS REQUIREMENT IN YOUR: STATE. SEE THE STATE ADDENDA TO
THE FRANCHISE AGREEMENT AND THE STATE ADDENDA TO THE DISCLOSURE DOCUMENT.

3. YOU MAY FACE COMPETITION FROM OTHER FRANGHISEES, FROM COFFEEHOUSES THAT

WE. OWN,; OR FROM OTHER. CHANNELS OF DISTRIBUTION OR COMPETITIVE BRANDS THAT WE
CONTROL

4.  THE FRANCHISEE WILL BE REQUIRED TO MAKE AN ESTIMATED INITIAL INVESTMENT
RANGING FROM $370,400 TO $487,300. THIS AMOUNT EXCEEDS THE FRANCHISOR'S
STOCKHOLDER’S EQUITY. OF $18,945 AS OF DECEMBER 31, 2018,

5. THE FRANCHISOR HAS LIMITED FRANCHISE OPERATING HISTORY. YOU MAY WANT
TO CONSIDER THIS WHEN MAKING A DECISION TO BURCHASE THIS FRANCHISE.

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

Effective Dates
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ITEM 1
THE FRANCHTSOR AND ANY PARENTS, PREDECESSORS AND AFFILIATES

A, Terms

To simplify the langudge in this Disclesure Document, “we” of
“us” means Tom N Toms Franchise, LLC, the Franchisor. “You” meéans the
person that buys theé franchise. If a corporation, partnershlp or. other
entity buys the franchise; "you" refers collectively to all persons who
own an, inteérest in the entity. ™Tom N Toms Coffeehduse"” means the
Coffeehouse we license you to operate. "Sihgle unit franchise" means

" the right to own and operate .one Tom N Toms Coffeehouse.

B. Our Business

We are in the business 6f selling franchises for a cofféehouse
operating undetr the Tom N Téms name and related marks. A Tom N Toms
Coffechouse (“Coffeehouse”) specializes in ‘the preparation and salé of
premium coffee drink products as well as complementary food and
beverages. ‘They are located at locations approved by us, such as in
strip shepping centers, shopping malls, .and free-standing units.

We offer single wunit franchises for development and operation of
Tom N Toéms Coffeehouses. We also offer area deVélmeent franchises
for the right to develop and operate moré than one Tom N 'Toms
Coffeehouses. The specific temritoryh the number of Coffeehouses to
be developed and opened undet the area development franchise and. the:
time requirements for dewveloping and openlng the agreed Coffeehouses

will be mutually discussed and agreed between us and the area
developer and set forth spep;flcally in the Area Development Agreement..

An area developer will beé requiréd to sign our then-current form of
franchise agreement after the site of Coffeehouse is selected and

approved.

C. We, Our Parents Predecessors and Affiliates

We areée a California limited llablllty company formed on
Jandary 30, 2012. Our pr1nc1pal business address is 3435 Wilshire

Blvd., Suite 2090, Les Angeles, CA 90010. We do business under our

cqrporate‘name “Tom N Toms Frahchise” and our brand names "Tom N
Toms, “ “Tom N Toms Coffee? and “Tom N Toms Coffeehouse.” We do not
do business under any other name. We have no predecessots, 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 whelly owned subsidiary of Tom N Tems 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 a holding company, and
owns either all or contrelling interests in all of our Affiliates
identified below which operate Tom N Toms Coffeehouses: Parent
Company has not offered franchises in ahy line of business and does
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not otherwise conduct any business of the type offered to you im this

Diseclosure Document..

We curréntly have four affiliates., Tom N Toems Solair, LLC was
1ncorporated in California as a limited llablllty conpany on September
19, 2011 (“TNT Solair”). TNT Solair’s principal address is 3785
Wilshire Blvd.; #26, Los Angeles, CA 90010. It owned and operated one
{1) Tom N Toms Coffeehouse in Lés Angeles, whic¢h was opened in
November 2011 and closed in October 2016. TNT Solair has neither
offered any ‘Tom N Toms. Coffeeliouse franchises nor has it offered
franchises in any other lines of Businéss.

Tom N Toms Wilshire One, LLC was incorporated in California as a
limited ldiability company on August 28, 2011 (“INT Wilshire®). TNT
Wilshire”s principal address is 3974 Wilshire Blvd., Los Angeles, €A
90010. It owns and operates one (1) Tem N Toms Coffeehouse in Los
Angeles, which was opened in December 2011. TNT Wilshire has neither
offered any Tom N Toms Coffeehouse franchlses nor has it offered

franchisées in any other lines of business.

Tom N Toms Waa Waa Plaza, LLC was incorporated in California as
a limited liability company on November 2, 2011 (“TNT WWP”). TNT
WWP’s principal address is 125 N. Western Ave., #113, Los Angeles, CA
90004: It owns and operates one (1) Tom N ‘Toms Coffeehouse in Los

Angeles, which was opened in Jine 2012. TNT WWP has neither offered

any Tom N Toms Coffeehouse franchises nor, has it offered franchises in.
any other lines of business.

Tom N Toms Vantage Point, LLC was incorporated in California as
a limited liability company on August 2, 2013 (WINT VP”). TNT VP's
principal address is 1229 9t" Ave., San Diego, CA 92101. It owns and
operates one (1) Tom N Toms Coffeehouse in San Diego, which was opened.
in May 2014. TNT VP has neither offered any Tom N Toms Coffeehoise
franchises nor has itaoffered,franchises.inﬁany other lires of

business..

Noné of our Affiliates offer or provides, or will offer or

provide; any products or services te our franchisees.

D. Special Industry Regulation

You musit comply with laws and regulations that apply to
businesses generally, ahd also specifically to Coffeehouses and
businesses serving beverages and food. Gernierally, applicdble laws and
regulations include tax rules, labor laws, business license
requirements, laws on constriction of business premises, zoning rules,
requirenents for parking and access, the Americans with Disabilities
AcCt, export control laws pertaining to technology, and laws on 'storage,
ptéparation, packaging, labeling and sale of foed to the public.

Federal and state laws affecting businesses génerally include
smoking restrictions, public posting of notices re health hazards
(e.g., tobacco smoke or other carcinogens), fire safety and emergency
preparedness laws, rules on use, storage and disposal of waste,

2
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insecticides. and other hazardous materials, environmential laws that
may impact the operation of Goffeehouses (like laws on:regycling‘an&
regulating the use of certain types of containers and materials
potentially harmful to the environment), and standards regarding
sanitation, employee health and. safety.: Some areas have or are
considéring proposals to regulate indoor air quality.

Many places have laws against smokihg inside Coffeehouses

A new trend is state and local laws requiring posting and
disclesure of nutritienal information at Coffeehouses. The Health
Care Reform Bills that became law in March 2010 contain provisions
that require disclosidre of nutrition and calorie infermation in chains
of .more than 20 Coffeghouses.

You should investigate all general laws in evaluating the
franchise.

BE. Cofipetition and the Market

The market for coffeehousés, coffee shops and cafes is extremely
well established. You will be in competition with a variety of quick
and casual, service coffee shops, full-service Coffeehdusés and other
dining establishments that serve coffee beverages. The coffee shop
business is highly competitive with respect to concept, price,:
loca@iOn,sqﬁality and service. The business is often affected by
economic and real estate conditions, political conditions, consumer
tastes, population changes, the cost and availability of products and
qualified labor and traffic patterns. Coffee Shops compete in each
market with national and regional Coffeehouse chains and locally-owned
Coffeehouses, some of which operdte more shops and have longer
operating histeéeries than our Coffeehouses. There also is active
competition for suitable coemmercial real estate sites and personnel,
including management peérsonnel. You are advised to investigate and
research the retail c¢offee service market as well as the laws,
regulations and ordinances applicable to 'your franchised business
further. '

F. Agent for Service of Process

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

ITEM 2
'BUSINESS EXPERIENCE

President and CEO: Cheolku Liee

Cheolku Lee is our President and CEO and has been with us since July 2015.
Prior to his appointment as our President :and CEO, Mr. Le€ served as our

Page 9.0f 233



General Manager, overseeing all of our development and operational
activities. Before joining our company, he served as an accounting
manager of Edwards Korea and Crown Confectionery Co., Ltd. in Seoul,
Korea since August 2007.

Do Kyun Kim had been our previous President and CEO in charge of all our
development and operations until June 2013 .at which time he had to return
£6 Kotea to receive medical treatment, Although he oversaw and was in
charge of our business activities while receiving medical treatment in
Korea, his physical absence from our operations was cited as an issue in
a dispute with a former franchiseé as well as in the litigation disclosed
in Item 3. 1In entering into a settlement with the Commissiioner of
Business Oversight in. the litigation‘disclosed-in Item 3, we voluntarily
agreed, to replace: Mr. Kim with Mr. Lee, who will be charge of approval of
all phases of the Tom N Toms franchise and who is based in Los Angeles,
California.

Operatien Manager: Taewook Ahn

Taewook Ahn has beenh our Operations Manager since Jamary 2015. Before
hHis current position, Mr. &hn was a Supervising Manager at Tom N Toms USA,
Inec. in Los Angeles, California from Rugust 2013 to December 2014 and a
Store Manager from August 2012 to July 2013 at Tem N Toms Golden Springs
and Little Tokyo Coffeehouses. Prior to August 2012, Mr. Ahn attended
and graduated from Mt. San Antonio College in Walnut, California.

Operation Supervisor: William Lee

William Lee ‘is our Supervising Manager in charge ¢f store operations ‘and

has been with us since March 2016: Before his current position, Mr. Leé
served as the Store Manager at Tom N Toms Wilshire One Coffeehouse since
June 2014. ©Prier to June 2014, Mr. Lee attended and graduated from
University of California, San Diego.

ITEM 3
LITIGATION

Litigation Involving Tom N Toms Eranchise, LLC

California Commissioner 6f Business Oversight v. Tom N Toms Franchise,

LLC (OAH Gase Nos. 2016061013 and 2016061015). ©On May 12, 2016,

California Commissiorner of Business Oversight brought administkative
actions against Tom N Toms Franchise, LEC and ce¥tain individuals.
associated with Tem N Tems Franchise, LLC, including a citation for
desist and refrain order, assessment of administfative penalties and
claim fbr‘ancillary;relief«aﬁd costss for various vielations of
Californid franchise laws, including makihg Untrue statement of
material facts, unregistered individual acting as a franchise seller

4
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and failure to disclose material facts. Tom N Toms Franchise, LLC
deniéd the allégations of the violations of California franchise laws,
arguing that the company did not make any untrue statements of
material faects, the particular individual identified as a franchise
seller was not engaded in thé sale of the franchise and that all
material facts had .been properly disclosed to the alleged wvictim in-
the case. Tom N Toms Franchise; LLC also argued that the alleged
vicétim 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 franchise law violation against Tom
N Toms Franchise LLC to gain .an advantage in his settlément
negotiations with Tom N Toms. Withdut admitting any liability or
wrongdoing, on November 21; 2016, the date the administrative hearing
of the cases were scheduled, Tom N Toms Franchise, LLC entered inte a
Final Consent Order with the Commissionér of BuSiness Oversight to (i)
pay $15,000 as restitution te the cemplaining franchisee, (ii) pay
$7,500 as penalties to the Department of Business Ovérsight and
reimburse Commissioner’s attorney’s fees and costs in the amoéunt 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 (iv) hawve the
Tom N Toms. franchisé sellers complete eight hours of remedial
education in franchise law. Tom N Toms Franchise LLC has since fully
complied with all of its obligations under the Final Cohsent Order.

Other thah the litigation disclosed in this Item 3, thefe is no

litigation to disclese in this Iten.

ITEM 4
BANKRUPTCY

No bankruptcies are required to be disclesed in this Item.
ITEM 5
INITIAL FEES

A. Franchise Agreement

You must pay a uniform initial franchise fee of $30,000 (“Initial
Exanchise Fee”) at the time you sign the Franchise Agreement (see Exhibit
G). The Initial Franchise Fee is paid in. a lump sum when you sigrn the
Franchise Agreément and is non-refundable. The Initial Franchise Fee is
payable by all franchisees who buy a Tom N Tom$ franchise.

We use the initial franchise fee to cover the costs of ewvaluating

your proposed site, training you and yeur employees, and helping you to
develop and open your Tom N Toms coffeehouse. There is no treduction or
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refund of any part of the iniftial franchise fee even if only one
individual atterid§ the initial training program.

We may offer to waive the Franchise Fee or reduce it under certain
Circumstances. We also may offer to waive or reduce the Frahchise Fee,
for the following reasons: (i) as .an inducement for existing franchisees
to open additienal Coffeehouses, (ii) as an inducement for somecne to
take over an operating franchised Coffeehouse; (iii) as an Inducement for
a professional multi-unit franchisee t® open several Coffeehouses; or
(iv) to allow a franchisée to have additional money to spend on store
improvements and marketing during the first 12 mionths of operation. We
will make the decision on the ameunt &6f any waiver or reduction on an
indi'vidual basis deépending on the condition of thegpﬁemises, thé need for
dpgrades and remodeling, the need for special incentives and/or other
considerations. In ¢ertain rdré eircumstances, we may permit installment

‘paymerits of the Initial Franchise Fee on terms negotiated with the

franchisee. Upon request by potential franchisees, we will keep open ‘our
records with respect té the reduced fees for inspection. Except as

provided dbove, we will not refund any part of the Initial Franchise Fee
paid under the Franchise Agreement.

B. Area Development Agreement - ﬁevelopmeﬁtWFee

We offer area development franchises to qualified prospects. The
Area Déeveélopment Agreement (see Exhibit D) grants a protected area for
development and operation of multiple Tem N Toms Coffeehouses. You and
we decide the development territory and number of Coffeehouses by
negot&a@idﬁ before you sign. The Area Development Agreement does not let
you sell Tom N Toms Coffeechouse franchises to others. For each Tom N

Toms Coffeehouse you wish to establish under the Area Development
Agreenient, you and we will enter into a separate;EranchiSé Agreement.

Qutside of California, we can regquire you td enter into an Area
Development Agreement ds a conditien to purchasing franchises.

When you sign the Area Development Adreement, you must pay us a
deposit fee equal to the sum of (i) 100% of the initial franchise fee
($30,000) for the first Coffeehouse to be developed under the Area
Development. Agreement; and (ii) $15,000 of the initial franchise fee
payable for edch Succeeding Coffeehouse to be developed iinder the same
Area Development Agreement (“Development Fee”). The pro rata portion of
your Development Fee dllocable td éach Coffeehouse will be credited
against the initial franchise fee due for that Coffeehouse. 'Thé
'Dévélopment Fee 1s calculated in the Samé way for all franchisees
entering into Area Devélopment Agreements, but the actual dollar, amount
paid will vary depending on the number of Coffeehouses you agree to
develop,

'We nmay offer to waive the Development Fee or reducé it under
certain circumstances. We will make the decisioen on the amount of any
waiver or reduction &f the Development Fee based on any special -
incentives that wé may consider appropriate for an area developer,
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including, but not limited to the following reasons: (i) as an inducement
for exisking frantéhisees to become an area developer, (ii) as an
inducement for a professional multi-unit operator to become an area
developer; {(iii) .as an inducement’ for someone to take over an area for
developrent; or (iv) to allow an area developer to have additional money
to spend on store improvements and marketrngwduring the area development.
period, We will make the decision on the amount. of any waiver or
redictien on an individual basis depending on the area to be developed;
total number of units to be devéloped, the need for upgrades and
remodeling, the neéd for special incentives and/or other consideratioens:
In certain rvare circumstances, we may permit installment payments of the
Development Fee on terms negotiatéd with the area developer. Upon
request by potential franchisees and area developers, we will keep épen
our records with respect te the reduced fees for inspection. Except as
provided above, we will nét refund any part of the Development Fee paid
under the Area Development Agreement.

C. Application Process

You miust complete a comprehensive franéhisenapplication“ We ask
you for preliminary finanéial and bi@graphiguinformation, which you are
required to furnish 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 franchise, we credit the $500 background check fee
towatd the initial franchise fee. If we accept your franchise
application, within 30 days after we send you'the notice of acceptance,
you must. sign the Franchise Agréement and pay the Initial Franchise FPee.
If you fail to do so, we have no obligation to sell you a Tom N Toms
franchise, and may; withdraw appreéval any time after the 30 days.

You will have 12 months to locate a proposed Site for your
franchise;, obtain our approval and sign a lease. If you don't have a
signed lease for your storé within 12 months of the date of your
franchise agreement, we can terminate the franchise, and kéep all fees
paid. We will extend the deadline by 6 months if you apply for an
extension, show us your invelvement and effort in locating a suitédble
site, and pay us a $500 non-refundable extension fee pridr to the 12
month anniversary of the franchise agreément. If you don't ebtain an
extension, yoéur adgreement expires on written notice té you. Any
extension granted to you does not render any of the initial fee
refundable.

D. Payment Security Deposit

To secure your future payment obligadtions for equipment, products
and. food ingredients that you purchase from us and/or our affiliates as
well as any othér 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 portions of this deposit to pay amounts not paid as and when.
due from you. We can also deduct fees from this déposit for any damages
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we incur from your breach of any agrééments signed with us.

I1f we deduct

any amount: from your deposit, we will promptly netify you im writing at

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 your franchise agreement:.

'ITEM 6
OTHER FEES

4.0% of Gross
Sales

Payable on or
before Wednesday
each week based on
Net Sales during

the prior Monday -

Sunday.

We require payment |

by gLectronic
funds transfer
(“EFT") .

See Note 2 for the
| definition of
Gross Sales..

Marketing Fee

2% of Groess ‘Salés

Same as Royalty
Fee

‘Thisi fee is: due

and payable at the

same time and in
the same manner as
Royalty Fee.

We may change at
any time .at dir
disecretion the
amount of the
‘Marketing Feée on
30 days written
notice.

Alsd Ssee Note 2.

Trdining of
Additional
Personnel {(More
than 4) and Each
Replacement

Manager,; Refreshef |

and Advanced
Training Courses

I

Presently $500 per
day; amount is
based on current
rate.

Before statt of
training.

You must pay
training féés for
any additional

training requested

by you or training
for Replacement
Managers.

Also see Note 3.

"Audits

Actual cost of
audit plus
interest at the

maximum rate

Immediately upon

receipt of bill

"ILf we gudit you

and find that you
understated the
Gross Sales by 2%

|
|
I
I
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allowable by law

| or mere,
|1 reimburse us for

you ‘must

the cost of the

| audit.

Transfer Fee (Area
Development)

‘Transfer fee. for
transfer of area,
development rights
is 25% of ‘the
Development Fees:

Before transfer

| Aréa Development

Agreement defines
the term
“transfer”
reqguiring payment

.of a fee.

. Transfer Fee
i(SinqieHUniﬁH

$10; 000 or 50% of
then current
Thitial Franchise
Feé, whichever is
greater

Before transfer

Franchise
Agréement defines
what evénts are
“transfer”
requiring payment
of a fee.

‘Renewal,Eee

one-half of the
‘then-~current
initial franchise
fee

Before renewal

You will only need
to pay this fee if
you renew the
Franchise

Agreement. There

is no renewal
under the Area
Development.
Agreement“

Alternative
Supplier Testing
Fee

‘Based 6. our
actudl cost

When approval of
an alternate
stipplier is
requested by you.

This covers the

' costs of testing
. new. productsi or
' inspeé&tirg new

. suppliefs you

| propose.

Interest on
Understated Sales

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

If incurred, on
demand

Interest on under-

reported sales
runs. from the date
you should have

madé your payhent

until the date. you

_pay us-.

Interest on
Overdue Paymerits

'2.0% per month or

the maximum rate
permitted by law,
whichever is less

If payments are
more than 7 days
ovérdue, on demand

Interest. .on laté
payments runs from

the: date you
should have made
your payment until
the: date it 1is
réceived by us.

Insurance

Cost and premiums,

plus intérest on
our outlay and a
reasonable
adiministrative fee
that we will set

If incurred; om
demand

If you dé not

.0obtain or maintain

insurance; coverage
and we. choose to
do SO on your
behalf, you must
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| zeimburse us

Indemnity

|

Will wvary under
. Gircumstances

I1f incurred,
demand

on

I You must reimburse

' your operation of |

|l costs associated

| trademarks in an
| unauthorized

us for the costs
we incur if we are
sued or held
liable for claims |
that arise from

the Franchised |
Business or in
connection with
any effer of your
securities, or for

with defending

claims that yom
used the

manner

Testing
|

Costs of testing
{$1,500 — $2,000)

If incurred,
demand

on

~inspecting new

propose

This covers the
costs of testing
new products or

suppliers you

Computer systems;
' POS systen,
maintenance and
support

Costs. of service
($1,000 - $1,3060
per year)

If incurreéd, on
demand

This covers
compute¥ system
(including POS:
system) support
and ongoing
development and
software upgrades
that outside
vendors will

strucgtiural changes
for refiewal of
franchise
agreement

$70,000

chargé
‘jRemodélingi Costs as .dncurred, | If incurred, on 'You may be
decoration, but not to excéed | demand required, as a

. changes, to meet
'with our standard

| agreement..

condition for
renewing the
franchise
agreement,
uridertake
remodeling and
decoration of your
Coffeehouse,
including
structural

tvo_

requirements
existing at the
time of ¥renéwing
the franchise

Page 16.0f 233.
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Security Deposit
(Franchise
Agreement)

|

$10, 000 (déposit)

On Request.

You are required
to deposit this )t
amount with us as :
partial se€curity
for payment of
amounts due to us
or our affiliates,
If we apply all or
portions, we will
notice you in
writing and you
must then |
replenish the
deposit back to
'$10,000.
Refundable ipon
termination or
expiration of the
frarnchise
agreement without
interest less any
deductions for
payments owed to
us.

‘Pioduct and.Supply
Purchases

Varies based on

‘order

“As.ihcdfred

You pay for
products, supplies
and ofher items
purchased from us,
according to our
then current
pricing scheduleés. |

Extension Fee

1 $500

When, requésting an
extension. toe
identify a
location, sign
your lease and/dr
open. for business

Payable if you ask
us for an
extension

| Gollection Costs

"Will vdry unhdés
circumstances

"As incurred

| You pay all
| collection costs,
. attorneys fees and

' our affiliate

court costs we or

incurs: for :
collecting amounts
owed to us or our
affiliate

Costs and
Attorneys Fees

Will wvary under
circumstances

As indurkred

AWardéd t@
prevailing party

Page 17 of 233
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Note 1: All fees‘arerpayablevtO*us and are non-refundable. At this
time, we impose fées uniformly, unless otherwise indicated. However,
we rétain discretion to reduce fees in individual tases iA our
discretion.

NOTE 2: "Gross -Sales" means all sales you make from the operation of
your Tom N Toms Coffeehouse, including but not limited to, sales from
‘deliyery‘services and the retail value of all food and other
merchandise of any kind sold through coupen redemption or otherwise
given away for which réduced or no cash is received except sales ‘taxes.
The F:anchise‘Agreements.requires‘paymemt by electronic funds transfer
( ";EFT\"‘) .

Although we are not currently collécting Marketing Fee, if we resume
collection inh accordance with this Item 6, we may ineréase the
Marketing Eee up to a maximum of 2% of your Net Sales. Increases
become effective on at least 30 days written notice.

NOTE 3: We cenduct initial training at the training center in. Los
Angeles, California where our headquarters is currently located or at
an alternate location in the Unitéd States that we specify from time to
time.

NOTE: 4: We previously charged fees ih connection with Design and
Conceptual Drawing setvices as well as the Construction and Inspection
Supervisién services. In an effort to provide more flexibility to our
franchisees in selecting their preferred service providers. and to help
reduceé the initial financial burden for our franchisees, we have
decided to remove these fees. However, this change does not impact our
work with our franchisges and their nominated service providers,
including general contractors and architects, to ensure that the design
and construction precess is conducted fully in accordance with our
standards and requirements of a Tom N Toms Coffeehouse.

ITEM 7
ESTIMATED INITIAL INVESTMENT

This chart estimates 'your initial investment for éne Tom N Toms
Coffeehouse located in an in-line/in-cap location in a shepping or
retail center, with approximately 1,000 to 2,500 squafe‘feéf for the
Coffeehouse. '

$30, 000

. signing o Js ‘
Fee. (1) Franchise Agreement 1
Real Estate 36,000~ As arranged When Incirred L_ahdlord,
Security/Utility $12,000 Government ||

Deposits, Licenses

12
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and. Prepaid Fees ‘ '7Agencies
(2) (10) %
|l
Equipment. & $68,000~ | A arranged Whén Incurred ‘Suppliers
Furniture (3) . $80,, 000.
Leasshold. 1 $204,000- “As arranged When Incurred Us .and
Improvements (4) | $262,.000 Suppliers
Opening Inveritory $12,.900- ‘As arranged | When, Incurred Suppliers and
| 5 | $23,000 Franchisot
L Insurance (ﬁ)r $5, 500-  As arranged When Incutrred lnsﬁrance
| | s8,300 Provider
Signage, Menu Board | $10;000- ' As arrdriged. | Whén Incurred Suppliers
(7) $20,000
7Phyment Security | $10, 000 ‘\Edmpjshﬁ Upon: signing of the il Us
| Deposit (8) leasé |
Grand Opening $1,000- — | As arranged. yWhen~Incurred? Suppliers
Promotion (8) $2, 000
: 1 |
‘Cash’ $8,000— As arranged ;‘When Incurred ‘ Suppli€rs
‘Registers/Other $10,000 ‘
| Office Equipment ‘
(9)
Additional Funds — | §15,000- | As arranged |When Incurred T EmpToyees and
3 months (11) $30,,000 Suppliers
| 'TOTAL BASIC, PACKAGE | $370,400-
$487,300
| (excluding
| real
' astate)
1. ‘THe: Initial Pranchise Fee is non=-refundable. All other f&es are &lso hon-

refundable. If you sign the ‘Aréa DeVélopment: Agreement, you must pay us a development fee
equdl to the sum of (i) 100% of the Initial Franchise Fee ($30,000) for the first
Coffeehouse to be déveloped uhder the Area Development Agreement; and (ii) $15,000 of the
Initial Franchise Fee payable for éach succeeding Goffeehouse to be developed under the
saime A¥ed Deviélopment Agreement. This development, fee is credited towards the Tnitial
Franchise EFee reduired to be paid undéer each franchise agreement, and each $15,000 you
pay for the second and\any'subsequenf Coffeehousés as part of the development. fee shall,
be credited towards the initial franchise fee due for such Coffeehouses. The developiient
fee is calculated in the same way for all franchisees éntering into Area Development
‘Agreements, but thé dctual dollar amount. paid will vary depending én the nufibéer of
‘Coffeehouses; you .agree to develop.

2. A Tom N ‘Toms -Coffeehouse occupies approximately 1,000 €& 2,500 square feet of spaces
At your requiest, our staff who is familiar with commercial real estate contfacts and
térms can assist, at our discretion, in identifying & suitable location and negotiating

13
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lease terms with, the landlord. Thé terms of the léasé and the amount of the monthly
lease payment. and .security deposit will likely depend oh thé geographiC location. and ‘size
and condition of the premises and thé demand for the premises by other prospective
tenants. ‘These recurring overhead costs canriot be. estimated. You will lease: space from
thé owner of themall Ot retail center on terms negotiated and decided by you and the
owner. ‘The. lower figure contemplates a security depodsit -equal to one month’s rent, and
the higher figure contemplates a .security deposit equal. to two months.

3. This includes all kitchen equipment/fixtures as well as dining tables and chairs,
which may be .supplied by our authorized verndors 'in. Kored. At ryour request, we will

provide a full list of items to be supplied by our authorized vendors in Kofea in order
‘that 'you can take into account the déliveryvtimé and potential for delay when planning

your .storé development. Be that as it may; we will work closely with you in rscheduling
the, delivery of these items in order to minimize any delay that may be caused by any
disrgption~in,the‘delivepy\scheaulem

4. Ledsehold improvement and copstruction costs vary significantly dépending .6n the
condition, location, sdiize and configuration. of the Coffeehouse premises, thejiayoﬂt,of
‘the -Mall or retail center, and other factors relating to the geographic location of the
business; suppliers, govérnment regulations, labor costs and other considératiéns. You
will céntract directly with the architect, construction contragtor/andestibly other
construction suppliers on terms negotiated by yous In ‘addition, to. ensure that ‘the
design, lease improvements and constriction. 6f your Goffeehouse .comply with the
dpplicablé design and drawings and meet with dur required standards and specifications,
our officer in charge of Coffeehoise design and construction will conduct -af én-géing
inspéctionvand‘sgpervisiontof the entire constriuction process for your Coffeehouse.

5. Thi® inclides food. and beverage products; 'paper products, utensils, cleaning
'supplies, and printing and othler supplies, imcluding without limitation uniforms.
6. You must obtain and maintain certain*typesxandiamdunts of ihsirance. (See Ttem 8) .

TInsurance ‘costs depérid on policy limitts, type of policies, nature and value 6f physical
assets, gross revenue, the ‘number of‘émpldyeesm‘équarewfootage, location, business
‘contents, :and other :factors bearing on risk exposure. Thé estiniate contemplates
insurance costs for 3 months.

7. The lowez’figure'contemplates%bne mend board and éne store front signage. The
higher figure i's for ere ménu board and two store signage.

8. ‘This: amount :secures your future paymeht'dbligations‘fpr‘equipment, products and/or
fodd' ingredieénts that you purchase from us or our affiliates as well as any other amounts
due ‘to us and/or our affiliates. We will apply all or portions of ithis: 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 do deduct
any amount frem your deposit, we; will promptly notify you in writing at. which time you
must repleiish the deposit back to $10,000. The paymént Security deposit is refundable,
without any interest, at the terfirdation or expiration of your franchiseé agreemeriit.

9. This money covers your Grand ‘Operiihg promction and first 3 months of; marketing:
You must :spend this dmount on your Coffeehouse, including newspaper, direct mail
advertising, and‘promgtionilAitems and feed, such as menu brochures and promotional,
flyers:

10. This includes POS system; printer, DVR (includes PC), and other office equipment.
11 This cdtégory inclides an estimate of security deposits, udtility deposits,

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

14
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12. Beginning with our first Tom N Toms Coffeehouse whiich dpened din. 2010, we have
relied on. our experiéncés .in developing and operating the Coffeehouses to. compilé these
estimates. This: item estimates youf initial §tart up expenses (other than the items
identified separately in the table). These expensés inclide payroll coests but net: any
draw or salary for you. These figures are .estimates, and we cannot guarafiteé that you
will not haye additional expenses :starting the busfiness. Your :costs depend -on how much
you follow our meéthods and procedures; your management skill, experience, and busihess
acumen; local economic¢ conditionsy the local market for your' products .and servicess; the
‘prevailing wage rate: competition, and the sales lével reached during the initial period.
We do not provide direét ér indirect. financing to our franchisees.

ITEM 8
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

A. Uniformity of Operations

‘ The goal of unifermity of operations is part of ‘the Tom N Toms
System. To achieve this, our Operations Manudl contains mandatory
specifications pertaining to all aspects of Coffeehouse operations.

We have specificatioens for all beverage and complementary food
products sold at Tom N Toms Coffeehouses, cooking equipment, food
preparation methods, recipes and ingrediénts. We state all
specifications, and we will identify designated suppliers in the
Operations Manual. We may rewvise the specificatioris ahd designated
suppliers through written bulletins or supplements to the Operations
Marual at any time.

After you 5ign the Franchise Agreement, we will furhish you a list
of désignated and recommended suppliers. Except for items we identify by
designated supplier, you may purchase all goods, services, equipment,
supplies, 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 alternatiVve supplier whom you propose and which we qppnoVe'in
writing following the procedures we‘gpeeify'below.

B. Obligations to Purchase Items and Services from Designated
Suppliers

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

In the case of Proprietary Products and Branded Products, suppiiefs
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will be limited to us, our affiliatés and/or other specified exclusive
sources designated by us (collectively “Designated Suppliers”), and you
must buy those products and serviees only from the Designated Suppliers.
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 réliable supply of products that meet our standards, achieve
better terms of purchase and delivetry service, control usage of the Marks
by thideparties;“and monitor the manufacture, packaging,'prQeessiﬁg; and
sale of these items. Many of the eguipment and supplies that comprise
System Assets, Proprietary Products or Branded Broducts are‘purchased
from Designated 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 othetr than Proprietary Products -and
Branded Products, Suppliers could; at our option, be limited t6
Designated Suppliers or from our list of specified exclusive suppliers,
in which you weould have to buy such other items only .from those sources.
We have the absolute right te limit the suppliers with whom you may deal.
We will idehtify all Designated Suppliers and respective products and
Services in the Operations Manual or othér written communications. In
addition to the Propriétary Products and Branded Products, you curreéntly
must buy all of your Ceffeehouse’s equipment requirements from. our
Designated Suppliers to maintain the quality of the goods, products and
sérvices that Tom N Toms Coffechouses sell t6 the customers. There are
presently no suppliers in which an officer of our company owns an
interest. '

c. Procedure for Approving Alternate Suppliers

If we institute any typé of restrictive sourcing program (which, as
noted above, we will do for Proprietary Products, Branded Products; and
the Coffeehouse’s eguipment and may do for other items), and you want to
use any item, or service that we have not yet evaluated or tOgbuy'or lease
from a supplier that we have hot Yet‘appnéved or designated, you first

must send us sufficient information, specifications, and samplés so that [

we can determine whether the item or service complies with System

Standards or thé supplier meets approved supplier criteria., We may l
charge you or ‘the supplier a reasonable feé for the evaluation and will

notify you of decision t6 approve or deny the proposed supplier within 30

days after we receive all requested information and complete the required

testing. We periodically will establish procedures for your requests and

may limit the number of approved items, s@rvicesi and/or‘suppliers.as we

think appropriate. '

Supplier dpproval will depend on product quality, delivery
frequency and reliability, service standards, financial capability,
customer relations, conecentration of purchases with limited suppliers to

obtain bettér prices and service, and/or a supplier’s willingness to pay
us and/or our system for the right to do business with our system.

Supplier approval may be temporary until we evaluate the supplier ih more

detail. We may inspect a proposed supplier’s facilities during and after
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the approval process to make sure that the supplier meets our standards.
If it doés not;, we may revoke our approval by notifying the supplier and
you in writing. We have no obligaticn to approve any request for a new
supplier, product or service.

D. Payments and Other Consideration from Approved or Designated
Supplies

We and any other affiliate have the right to receive payments or
other coh§iderations from our approved suppliers on account of their
dealings with you and other franchise owners and to use all amounts that
we and our affiliates .receive without restrictions (unless we and our
affiliates agree othérwise with the supplier) for any purpeses we and our
affiliates deem appropriate. Presently, there are ho such considerations
paid to us from any Designated Suppliers of services or products, and we
have no revénues derived from such paymerits or from any salée or lease of
any products and servieces directly to franchisees.

We may also receive revehue from certain third party suppliers we
designate or froém those we approve as optional sggpliefs on agdcount of
the suppliers transactions with. our franchisees or affiliates that own
Tom N Teoms Coffeeholises. We also may receive revenue on account of our
direct sales transactions with franchisees.

We may receivé rebates from suppliers from whom we, Oor ydou make
purchases for our or your operation of Tom N Toms Coffeehouses. We
retain these benhefits. Likéwise, if you receive a rebate directly from
a designated, recommended or approVedwsuppligr, you may retain it.

In thHe future, we may receive a promotieonal allowance, rebate,
incentive payment or material nen-cash benefits from approved or
Designated Suppliers on acceurt of transactions with Tem N Toms
franchisees. If a supplier pays consideration or condifioén that we
apply it for a specific purpose, like advértising, then the sums we
receive will go int® the Marketing Fund (see Item 11). Rebates and
other cash consideration that are earmatked for advertising purpoeses or
as a promotienal allowance that suppliers pay us or our affiliates for
our‘operatioh‘of Tom N Toms Coffeehouses will also go into the Marketing
Fund. TIf funds a supplier pays us or our affiliates are not earmarked
for advertising purposes, then we may use the funds for any purpose.

Our parent, Tom N Tems USA, Inc.; 1is an approved supplier of
certain of our proprietary and trademarked resﬁaufant‘supplies sold to
franchisees. In the year ending December 31, 2018, our parent’s
revenues from the sale of such supplies to franchisees was $223,697.07,
which makes up 49.20% of its total revenue of $505,833.85 for 2017. You
¢can expect items purchased or leased im accordance with our
specifications will represent approximately 60% to 70% of total
purchases you will make to bedin eperations of the business and
approximately 40% to 50% of the ongeing costs to operate the business.
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We currently neégotiate purchase arrangements with suppliers (including

price terms) for Trade Secret Feod Preducts, Branded Products, the Tom N
Toms Coffeehouse’s equipment, building supplies, and signage. However,
we do not provide material benefits to you for using designated or
apptroved sources or suppliers. There is no supplier in which an officer
of the franchiser owns an interest. N

E. Insurance

Before opening your Tom N Téms Coffeehouse you must purchase and
throughout the term maintain insurance policies meeting our
specifications which we provide to yeou after you sign the Franchise
Agreement. At this time, we require at a minimum (i) comprehensive
general liability insurance with a limit of Two Million Dollars
($2,000,000) combined single limit (including bread form. conttactual.
liability); (ii) workers compensation insurance as required by law;
(1ii) genetral casualty insurance for the full replacement value of the
Toni N Toms Goffeehouse and its contents; (iv) Builder's All, Risk
insurance during construction and renowvation work; amd (v) any
additional insurance required by law., We may modify ouf minimum
insurance requirements, establish and change deductible limits, and
require you. 't6 carry additional forms of insurance on, reasonable written
netice. Premiums depend on the imsurance carrier’s charges; terms of
payment and, your histery. All insurance policies ‘must. name Us as
additional insured party.

F. Additional Disclosures re: Purchasingrhrrangemehtsf

No othetr purchasing arrangements exist at this time. We will
notify you of changes we make to our purchasing programs and any new
purchasing arrangéments that we offer franchisees by written bulletins
or suppléments to the Operations Manual.

G. Stopping Sales 'and/or Deliveries.

We can stop selling and or délivering any or all goods -and/or
services to you if any payment is past due more than 14 days. This may
impact your operation because our decision to stop selling and/or
delivering goods does hot excuse you from the obligation te comply with
the Franchise Agréement and all aspects of our system,and does not
modify our other remedies for your breach and/or failure to comply.
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ITEM 9

FRANCHISEE'S OBLIGATIONS

THIS TABLE LISTS YOUR PRINCIPAL OBLIGATIONS UNDER THE FRANCHISE

AND OTHER AGREEMENTS.

IT WILL HELP YOU FIND MORE DETAILED INFORMATION

ABOUT YOUR OBLIGATIONS IN THESE AGREEMENTS AND IN OTHER ITEMS OF THIS

DISCLOSURE DOCUMENT.

Item(s) in

devélopment and
sales quotas

Disclosure
Obligation Article/Section in Agreements Document
a. Site selection and Franchise Agreement: II and VII 6, 7, 11
‘ .acquisitionfleaser Area Development Agreement: ITI
|’b. Pre-opening Eranchisé Agreement: II, VII, 7, 8, 11
\ purchases/ leases VIII and IX
‘c. Site development Eranchise\Agréement: II, VIT, 7, 8, 11
and othér pre- VIIT and IX
‘opening
,reguirements
d. Initial and ongoing 7Franchi3e‘Ag£eemént: I1, 1V, VI 7, 11
’training and. XX
‘e. Opening Franchise Agreément: II, VI and 11
) VII 7
f. Fees. Frarichise Agreement: V, VIII, |5, 6, 7, 11
1%, XI
and XX
Area Development Agreement: II
) and III )
g. GCompliance with Eranchise Agreement. IV,‘VIII;> 8, 11, 1le6
standards and XI and XV
policiés/Operating
Manual :
h. Tradefmarks and Franchise Agreement: III, VIIL 13, 14
proprietary -and XTI
fnformation Area Development Agreement: VIT 7
i. Restrictions on Franchise Agreement: VII g, 16
products/ services Afea Development Agreement: VII
offered
T 'Warranty and ‘ None None
customer service
reguirements: ) )
k. Territorial Area Development Agreement: ITI 12

Page. 25 of 233
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Item(s) in
Disclosure
Obligation Article/Séction in Agreements. Documspt
1. Ongoing Franchise Agreemeént: VIIT 8, 16
product/service
' purchases
m. Maintenance, EranchiseaAgreemeht: VIII and 11
appearance: and Xv
remodeling
requirements
'n. Insurance Franghise Agreément: XII : 7
1 O Advertising Eranchise-Agfeemenﬁi IX 6, 7, 11
‘VP. Indemnification Franchise Agreement: XIIT 6
Area Development Agreements: XIV
g. ©Owner's Franchise Agreement: VIIT and 15
participation/ XIX
management/Staffingr Area Development Agréement: VII
t. Reéecords/reports Franchise Agreement: X 6
s. Inspection/audits Franchise Agreement: VII and X 6, 11
Area Developmgmt Agreement: XII
‘t. Transfer Franchise Agreement: XX 6, 17
Area Development Agréement: XI
u. Renewdl Franchise Agreemernt: IX 6, 17
Area Development Agreement: V 7 *
v. Post-termination Franghise,Agreement: XVIIT 17
obligations Area Development Agreement: X
Wi Nén—competibionr Franchise Agreement: XIV 17
covenants Area Development Agreement: XIT
X. Dispute resolution Franchise Agreeémeént: XXX 17 t
Area Development Agreement: XIX i

ITEM 10
FINANCING

We do hot provide, directly or indirectly, any financing té you.
We are unable to estimate whether you will be able to obtain :financing
for any or all of‘YGur investment and, if so, the terms of financing. We
do not guarantée your notes, leases or other obligations.

Page: 26 of 233
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ITEM 11
FRANCHISOR'S ASSISTANCE, ADVERTISING, COMPUTER SYSTEMS AND TRAINING

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

A. Preﬂggening

For Area Development Agreement

1. We will grant to yeu exclusive Fight§ to a Development Area
within which you will assunie the responsibility to establish and operate
an agreed-uipon number of Coffeehouses within the Devélopmerit Area under
separate Franchise Agreements,

2. It is our standard procedure to have you identify and select
a site for the Tom N Toms Cofféehouse on your own. However, we will
review thé site you select for conformity te our standards and criteria
for potential sites and, if the site meetS our criteria, approve the site
for a Coffeehouse.

3. We will provide you with standard specifications and layoeuts
| for building and furnishing the Coffeechouss.

_ 4. We will review your site plan and final build—out‘plans_and
specifications for confermity to our standatrds and specifications.

5. We will conduct one on-site evaluation, as we deem advisable,
as part of our ewvaluation of the site for a Goffeehouse.

6. We will provide such other resoudrces and assistance as may be
developed and offered to ouf area developers.

For' Franchise Agreement
1. Give you our site selection criteria for the Coffeehouse.

‘The 'site must meet our criteria for demeographic characteristics, traffic
| patterns, parkingﬂ character of neighborhood, competition from and
! proximity to other businesses, the nature. of other businesses in
w proximity te the site and other commercial characteristics, and the size,
‘ appearance and other physical characteristics of the proposed site; We
will accept or deny a location you propese for the Coffechouse within 30
days after we recéive the complete site report and othétr matérials we
requést. We do not guarantee the success 6f any site or any lease.

2. Qur representative will assist you with the purchase of
equipment, signs, fixtures and opening inventory and supplies, but we
will net install. these itemis. We will assist you in setting up accounts
with approved suppliers who are familiar with ouk specifications and will

! provide you a copy of sSuch specificatiens. »
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3. Give you mandatory and suggested specifications and layouts
for your Coffeehouse, including requirements for dimehsions, design,
imagé, interior layout, decer, fixtures, equipment, 'signs, furnishings
and celor scheme. All architectural desighs fof the kitcheéen of the
Coffeehouse are required to poesition the fefrigeration of ‘the milk
adjacent to the coffée machine.

4. Train you and your managers This training is described in
detail later in this Ttem,

5. We will loan you a copy of (or provide you eleé¢tronic access
to) our Confidential Operations Manual, comtaining the uniformed
standards, ‘specifications and other requirements for operation of your
Coffeehoiise «

6. We will provide assistance and guidance on your initial
opening of the Coffeehouse, including dispatching of our representative
to help with the opening.

B. After Opening

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

2. We will give you guidance on standards, specifications and
operating procedures: and methods used by other Tom N Toms Coffeehouses
in the System; new recipe items, menu vériations¢ food preparatien and
display metheds; purchasing required fixtures, furnishinng eguipment, |
signs, products, materials and supplies; advertising and marketing
programs; employeé tfaining; and administrative, bookKeeping and
acecounting procedures. This guidance will, at our discretion, be
furnished inh our Opetrations Manual, bulletins or other written
materials and/or during telephorie consiiltatiens at our office or the
Coffechouse. '

3. We will review and approve or disapprove of proposed
advertising materials prepared by you for use ih leocal advertising.

4. We will inspect and observe‘the'operatiﬁﬁs of the
Coffeehouse from time te time to determine whether you and the
Coffeehouse aré complying with the Franchise Agregment and all. System
standards. The details of ifspections will be furnished in out
Operations Manual.

5. /Administer-thesadvertising fund in the manner described in.
the Franchise Agreement.

6+ We will provide ornigoing initial training program, and we will
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also offer advanced and refreshér training for managers.

7. We will update perieodically the Operations Manual, as needed,
to incorperate héew developments and changes in. the System, and will
provide you a copy of all updates.

8. In our discretion, at any time, wWithout prior notice, we may
delegate performance of our duties to our affiliate operating in yout
market. These duties may include. conducting inspections and providing
consultation anhd advice.

C. Advertising and Marketing Fund

We will establish an Advértising Fund (the “Fund”) for such
advertising, marketing and public relations programs as Wwe, in our sole
discretion; may deem necessary or appropriate to promote Tom N Toms
Coffechouses. We will administer the Fund as follows:

1. We will difect all advertising and public relations programs
financed by the Fund, with sole discretion of approval over ageéncies,
spokespersons, creative concepts, materials, and media placements and
allocations used in the programs. The Fund will establish and maintain
an on-liné presence. The Fund may be used to pay the costs of
researching, preparing, maintaihing, administering and directing
advertising and premetional materials and programs (including theé costs
of preparing and conducting televisien, radie, magazine, newspaper,
direct mail and coupen adVertising campaigns‘and other public relations
activities; employing advertising agencies; providing a tell-free numbet
for prospective customers to call for referral purpeses; and providing
promotional brogchures anhd othér marketing materials to franchisees in
the System). Also monies in ‘the Fund may be used to cover
administrative costs and overhead we may incur inhéluding salary costs of
employees working for the Fund, up to 15%. You must participate in all
advertising and public relations programs instituted by the Fiind. All
Cof feehouses. owned by us or our affiliatées will contribute to the Fund
on the same basis as you. See Item 6 for the amount you are reguired to
contribite to the Fund. "

2. The Fund will be accounted for separately from our other
funds. We may spend in any fiscal year an amount gréater or less ‘than
the: aggregate contribution of all Coffeehouses to the Fund in. that. year,
and the Fund may borrow from us or other lenders at standard commercial
interest rates to cover deficits of the Fuhd or cause the Fund to invest
any surplus for future use by the Fund.

3. You .authorize us tod collect for remission to the Fund any
advertising or promotional monies or credits offetred by any supplier
based upon your purchases. B&Any advertising or promotional monies or
credits we collect from any supplier based upon your purchases will not

be credited toward your required contribution to the Fund.
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4, B statement of mornies collected and cests incurred by the
Fund will be prepared annually by us and will be furnished te you upon
written request. We will have the right to cause the Fund to be
incorporated or operated through an entity separate from us at such time
as we deem appropriate, and such successor entity will have all our
rights and duties.

5. The Fund is intended to maximize recognition of the
Proprietary Marks and patronage of Coffeehouses generally. Altheugh we

will endeavor to utilize the Fund to develop adveértising and marketing

materials and programs, and to place advertising, in order to benefit.
all Coffeehouses, we undeftake no obligation to ensure that expenditurés
by the Fund in or affecting any geographic area are proportionate or
equivalent to the contributioens té6 the Fund by the Coffeehouses
operating in that geographic area or that any Coffeéhouse will benefit
directly or in proportion to its ceontribution t6 the Fund from the
development of advertising and marketing materials or the placement of
advertising. Your failure to derive any such benefit will net sérve as
a basis for a reduction ot elimination of your oebligation to contribute
to the Fund. We have no fiduciary obligation to you or any other Tom N
Toms Cofféeéhouse in, connection with the establishment of thé Fund or the
collection, control or administration of menies paid into the Fund.
Except as expressly provided in the Franchise Agreement, we assume no
direct or indirect liability or obligation to you with respect to the

maintenance; direction, or administratisn of the Fund.

6. Sirce the Fund is not yet established as of the effective
date of this Franchise Disclosure Document, no money has been collected
or spent by the Fund. The Eund may place 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 regignal and national advertising agencies. No money will be
spent by the, Fund to solicit new franchisees.

D.. Local Advertising

1. You may, at your own cost, develop promotiofial materials .and
advertising for local use. Before distributing or publishing any
advertisingwor promotional 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 coépyright and any trademark
or service mark rights in any materials you create to us, without
compensation. You must permit us, the Advertising Fund and other Tom N

‘Toms’ franchisees we adthorize, to use these materials without

compensation.

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

3. To apply for approval, you must submit a copy or transcript
of the proposed matérials in the exact form you intend to use them, We
have 15 business days to review your request. 7If you do not receive
our written disapproval in 15 business days, the materials are deemed

to be approved, unless we request a reasonable extension of time. If
you use materials we apptove, you must use them jin the exact form in

Which you submitted them to us. You retain discretion over all

decisions which concern or affect the prices of goods or services you
Se’l 1:.’

E. Advertising Cooperatives/National Advertising Council
1. We May establish advertising cooperatives compﬁiSed of

groups of franchisees within regions or areas we designate, and may
modify boundaries of these groups in our discretion, effective on
written notice. You must participate in any adveértising coéopérative
which encompasses your territory. The members of each cooperative will
adept governing rules and voting procedures and determine procedures
for'assessing members; however, we may approve these rules and
procedutes and any amendments. If any of our affiliates owhs a
Coffeehouse within the boundaries of a cooperative, it will contribute
to the cooperative at the lowest percentage contribution rate that any
Tom N Tems franchisee 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
responsible for theé cooperative's administration. The cogperative must
obtain Ouf written approval of the copy and proposed media or method of
distribution for advertising and promotion it creates, following the
same procedures you must follow for materials you create, as described
above. The cooperative must. assign te uws any copyright, trademark or
service mark rights in any materials it creates, without compensation,
and permit us. and other Tom N Tems franchisees which it authorizes to
use these material.s without compensation.

3 We may require a cooperative to merge with another
cooperative servicing an adjacent or proximate area, or to subdivide &
cooperative into smaller groupings. We may dissolve a cooperative when
we simultanegusly dissolve all advertising cooperatives. For example,
we may deteérmine it is preferable to centralize all group advertising
activities under 'the Marketing Fiund. .Advertising cooperatives must
prepare ‘quarterly and annual financial statements, which need not be

audited, and make them available to all coéperative members and us. We

have no present plan to sell .goods or services to any advertising
cooperative.

4. At this time, there is no advertising council of franchiseées

that advises us regarding advertising and prometienal programs or
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policies for Tom N Toms Coffeehouses generally. We do not currently

requiré franchisees to participate in a lecal or regienal advertising
cooperative. No local &r 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 Opéerating Manual, which indicates 'the number of pages devoted
to each topic and subtopies in the Operating Manual.

G. Information System/Cash Register/Computer System

1 You must purchase, use, maintdain and update your software,
computer and other POS systems that meet our specifications and
reqdirements. There are no contractual limitdtions on the frequency
and cost of upgrades and updates te the systems or programs., You must
comply with 6ur then-current terms of use policies and any other
requirements regarding any intér/intranet sites we establish for
Coffeehouses., 'Wé'havéwpresently approved INT, Inc¢. as thé supplier for
this system, and they are located at 2223 Grenshaw Blvd., Los Angeles,
CA 90016, and they can be contacted at (323) 737-9777. This supplier
will install and test out the hardware and software for the computer
system to ensure that it is in proper working condition. We resekve
the right te replace the above supplier and appeint .a new 'supplier or
suppliers as we deem necessary at oiir discretion.

2. The: cost of purchasing‘thé,reguiﬁed system is estimated to
range between $8,000-$10,000. The estimated annual 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 acceunting,
sales, reporting and records retention systems conforming to the
requiréments set by us. We reserve the right te use, and to have full
access to, all your cash registers, computers and any other systems,
and the infermation and data they contain. Weé may charge: a reasonable
fee for the liceﬁsergmodiﬁieatiénJ maintenance or support of scoftware
or any other goods and/or services that we furnish te you in connection
with any of the systems.

4. We may introduce to the Systém additional computer software
and hardware (including POS and additional back office systems) which
you must‘gurehaSew use, maintain and update at your expense, as
spécifications and requirements may be modified over time. In some
cases; these components may only be available through us or approved
vendors. You will be responsible for paying all supplier and/or
licensor (which may include us) chargés=f0n use, maintenance, support
and/or updates to any future required systems. We do not have a
contractual obligation under the Franchise .Agreement to provide any
maintenance, repairs, upgdgrades, or updates on any software of hardware.
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There are no contrtactual limitations on the frequency and cost of
upgrades and/or updates to the systems or programs.

5. You will useé the computer for basic accounting practices,
receiving and responding to emails, submitting menthly reports. We
will, have access to all data captured by these computers. There is no
contractual limitation on our use of the data, although any use by us
shall be for reasonable business purposes.

7. We do not warrant or have any responsibility for the
software or hardwaré yow must obtain. Any warranty you may have ori
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 procedure to have you search, identify

and select the site for the Tom N Toms Coffeehouse. OQur site
acceptance is based on residential population, traffic counts and
patterns, cofipéting establishments, median income levels, availability
of parking, rental and lease terms, physical configuratien of thé site
and growth ttends inh the area. We must approve any site selected, but
our consent will not be unreasonably withheld. TIf you cannot. find a
suitable site within twelve months (or eighteen months; if you request
and receive an extension) from 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 twelwve
months betweérn the execution of the Franchise .Agreement and the opening
of the Tom N Toms Coffeehouse, but the interval may vary based upon
such factors as the location and condition of the site, the
construction schedule for the Coffeehouse, the extent to which an
existing location must be upgradéd or remodeéeled, the delivery schedule
for equipment and Supplies, delays in securing financing arrangements
and completing training and your compliahce with local laws and
regulations. You may Rot open the Coffeehouse for. business until: (1)
we approve the Cofifeehouse as developed accerding to .our specifications
and standards; (2) pre-epening txraining has been completed to our
satisfaction; (3) the Imitial Eranchise Fee and all other amournts then
‘due to us have been paid; and (4) we have been furnished with copies of
all required:insuranpe,pclicies, ot such other evidence of imsurance
coverage and payment of premiums as we request. You must open the Tom
N Toms Coffeehouse for busineéss at least five days after we notify you
that the Coffeehouse is ready to open unless there are circumstances
béyond your control. We must approve any delay in opening of the:
Coffeehouse with approval to be reasonable in nature.

I. Training

1. Our new franchisee training prpgram consists of twelve (12
days of imstruction, by our current management team cencerning all
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aspects of the operation and managememt‘of the Pranchised Business.

The training includes review and discussion of the Confidential
OperatiOﬁs;Manual and all aspects of the operation &f youtr business:
The training should be scheduled near the time of the completion of the
construction of your Tom N Toms Coffeehouse and after hiring your key
employees.

2. The training will také place at our business located in Los
Angeles, California, or dt. another location or locations as weé may
designate and will be conducted by our certified ihstructors. We may
require that you and/or your designated manager (s) attend such further
tfainiﬁg‘progfams as we shall from time to time reasonably prescribe
and complete the programs to our satisfaction. There may be a fée for
refresher courses, but not exceeding $350.00 per day. The fee will be
primarily to compensate the petsonnel who teach the: courses and to
defray the expenses, 0of such courses. A person who has sucecessfully
completed our mew franchisee training program must at all times
actively supervise the operation of your Tom N Toms Coffeehouse.

3. For all reguired initial training courses, we will provide,
dt no charge to you, instructors and training materials. You will be
responsible for all otheér expenses which you or your employees incur
for the purpése of this training, including the cost of transportation,
lodging, meals and wages. If you néeed to replace your Designated
Manageﬁ, the rgpiacement Designated Manager must attend and complete
theé supplemental training program to our satisfaction as soon as is
practicable. For ‘this trainiﬁgv we charge a Supplemental Training Fee
to train replacement Designated Managers, which is currently $350.00
per day.

4, You are: responsible for thé kécruitment and hiring of all of
your employ€es. You are &lsd responsible for the training of all,
Coffeechouse employees. For your Coffeehouse, one of our
representatives will advise and assist yoéu in opening the Coffeehouse
by coordinating your pré-opening activities and being available to
assist with your operations fér up to seven. (7) days for the opening of
your Cofifeehouse. '

5. We will be available to ¢énsult with you and/or your
Designated Managér by telephone; Monday through Friday 8:00 a.m. to

6:00 p.m. (Los Angeles, California time), with respect to all aspects
of starting and operating your Tom N Toms Coffeehouse.,

6. Listed belew is a chart showing our tentative training

schedule, the principal instructors, the instructiondl material you will
use, and the locatien of the training:
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TRAINING PROGRAM

Corporate Training

i | Facility

igoncept”ZHisthyVBuSiness‘Model 41 . 0 Corporate Training
Facility

Human Resoutces Management 2 0 (drpbrate“Txaihing
Eacibity

Customer Service: and Sales. — 0 g Ceritified Training

Techniques Facility

Food Preparation 1 45 Cerﬁffiéd‘miaining
Faci¥ity/ Corporate

| ) Training Facility

Menu/Plate Presentation. 1 - 4 Certified Training

Facility/ Corporate

raining Faeility

Product Ordering - 1 4 Certified Training
Specifications and Inventory Facility/ Corporate
lcontrol ' : Training Facility

3Eqﬁipmén§uUsage and Maintenance 0 16 Cettified Training

Facility/Corporate

. [Fraining Facility
Marketing and Advertising 1 0 Certified ‘Training

Facility/ Corporate

Training Facility

Quality Standards and Store 1 2 Certified Traihing
Sanditation Facility/ Corporate
~ Tradning Facility
Total 9 80
7. All aspects of training are .integrated. There are mno

definitive staftihg and stopping times. The training program will be
supervised by our experienced corporate trainer. We can require that
you and/or your Manager attend additional and/or refresher training
programs, including national and regional conferences, conventions and
méetingsv.és we may reasonably require, to correct, imptrove and
enhance your operations, the System, and its members at our corporate
headquarters, with durations not longer than 3 days and not more tha&n
2 times in any given year. You will be responsible for all travel,
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living, incidental and other expenses for you and your personnel
attending optional or mandatory training programs, se€minars or

meetings. We may charge a reasonable fée for any training program,

conferenhce, conventiorn or other ewvents.

ITEM 12
TERRITORY

A. Description of Your Territory

Area Development Agreement

1. Under the Area Development Agreement, we grant you the right
to develop and opefrate the number of Tom N Toms Coffeehouses in the
Development Area that is specified in the Development Schedule, which is
an exhibit. to the Area Development Agreement:. The Development Area is
typicailyﬂdeSQribéd‘inqterms.of municipal or coeunty boundaries but may
be defined as a specified trade area in a municipality or an area having
a radius of a specified distance based on a specific reference locatien
{and, if necessary; further specified“by a map on which such Dewvelopment
Area is marked, but in any eveént the minimum area for any Dewelopment
Brea shall be 10 square miles). The actual size of the Developmént Area |
will vary, for example, an area within 5 mile radius from your first !
Coffeehouse or an ‘entire municipal city, depending upon the availability
of contiguous markets, our long-range development plans, ybuﬁ‘financial
and operational. resources, population and market: conditions: Our
designatien of a partieuiar Develeopment Area is not. an assurance or
warranty that there are a sufficient number of suitable sites for Tom N
Toms Coffeehouses in the Development Atrea for‘you to meet your
Development. Schedule. The responsibility to locate and. prepare a
§Uffi@iént,number‘of'suitablexsites‘is'sglely‘yOU£s, and ‘we hawve no
obligation to approve sites which do not meet our criteria in order for
you tO‘meet=theiDeVelopment Schedule.

2. Subject to Exceptions and Reservations as described bélow,
during the term of the Area Development Agréement, wé and our affiliates
will not (i) solicit oFf acCépE‘QrdéﬁS from the Development Area or (ii.)
operate or grant, a franchise for the operation of Tom N Toms
Coffeehouses to. be located within the Development Area. However, we
compliance with all of the terms -and conditions of the Area Development
Agreement and all of the Franchise Agreements executed under it.

3. ‘T6 maintain your rights under the Area Developmernt Agreement
you must have open and in operatien the cumulative number of ‘Tom N Toms
Coffeehouses seét forth on the Development .Schedule by the dates sét
forth in the Development. Schedule. Failuke to do se will be grounds for
either a loss of exclusivity or a terfmination of the Area Development
Agreement.
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4, In addition, upon the. earlier of the expiration of the term
of the Area Development Agreement or upon your exeéciition of a Franchise
Agreement for the last Tom N Toms Coffeehouse to be developed within ‘the
Development Area, your exclusive rights under the Area Development
Agreement with. respect to the Developmerit Area will terminate; and we
and our affiliates will hawve the right to operate and to grant to others
development rights and franchises to develiop and operatée Tom N Toms
Coffeehouses within the Development Area. This right will be subject
only to the territorial rights under the franchise agreements entered
into by ydu for the Tom N Toms Coffeehouses in the Development Area.

The Development Area may nét be altered unless we and you mutually agree
to do so. It will not be affected by your sales volume. Excépt as the
Brea Development Agreement grants you the right to acquire the Optioned
Outlets déscribed above, you are not granted any other eption, right of
first refusal or similar right to acquire additional Tem N Toms
Coffeehouses in youﬁ‘DeVelopmeﬁt Area under the Area Development
Agreement.

Franchise Agreement
5. Under the Franchise Agreement we grant you the right to

operate a Tém N Toms Coffeehouse at a specific location and within a
specified area (“Your Territery”). If your Tom N Tems Coffeehouse is
located in a Business Zone, Your Territory will be an area of 0.2 (twe-
tenths) of one mile from your Tom N Toms Coffechouse. "Business Zone"
refers to an area concentrated with high-density commercial businesses;
and we alone decide whether to désignate an area as a Business Zone,
considering demographic. factors which we identify in the Operations
Manual or otherwise in writing te you. TIf your Coffeehouse is not
within a Business Zone, Your Territory will be an area measuring 0.5
mile from your Tom N Toms Coffeehouse.

6. Subject to Exceptions and Reservations as described below,
during the term of the Franchise Agreemerit, we and our affiliates will
net (i) solicit or accept orders from Your Territory or {(iil) :operate or
grant a franchise for the operation of TvaN‘Toms;Céffeéhpuseswtodbe
located within Your Territory. Howevéer, we have the right to terminate
this exclusivity if you are not in full compliance with all of the terms
and conditions of the Franchise Agreement.

7. We determine the boundaries of Your Territory after we
approve your franchise locatdiori. We first determine whether the
approved location qualifies as Business Zone, and then present you the
propesed boundaries of Your Territory based on ‘that decisior.
Relocation of your Coffeehouse requirés our prior written approval.

B. Exceptions and Reservations

The territorial rights we grant you for your Tom N Toms:
Coffeehouse aré extlusive in nature as described above for the Franchise
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Agreement and. Area Development Agreement subject to these exceptions and
Feservations. We and our affiliates retain all rights with, respect teo
Tom. N Toms Coffeehouses, the Proprietary Marks, and any goods and
services anywhere; including:

1. Pre=~packaged menu items under the Marks or eother names sold
to independent restaurants, conVenience 'stores, grocery stores,
specialty food stores, and department stores which sell bevefages or
related food items in Your Térritory. This means, for example, we may
prepare and sell on the third-party's premises freéshly-prepared,
beverage and food items under the Tom N Toms name or other names; we may
also sell from these lecations 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, .OF operate (of
permit others to operate) Tem N Toms Coffeehouses or coffeehouses under
othet hames which predominantly serve similar menu items at, or ih, any
airport, rail or bus terminal, stadiufi, amusement park; public park,
theater, military base, hospital or health care facility, educational.
facility, high density office lecatien or other mass gathering place
even if located, emtirely or partially, ‘in your territory.

3. Menu items under the Marks or¥ urider other names from mobile
units or carts, Kiosks, vending machines, or other mobile or stationery
devices which occupy less than 100 square feet and are in your territory.

4. Advertise and promote the sale of, and sell, menu items sold
at Tom N Toms Goffeehouses through the Internet or by using any :othet
public computer network, electronic communication method or by mail
ordet, cataIOg'sales,or comparable methods that solicit orders and
business from ecustomers without requiring the custemer's physical
presence in a Tom N Toms Coffeehouse to complete the transaction.

5. We may engage or let others engage in the above activities in
your territory witheut paying you any compensation or any other
corisideratien. We will use reasonable efforts to try and reésolve
conflicts between franchiseeés regarding territorial rights. At this
time we have ne formal grievance procedure.,

6. Wé reserve all other distributien rights that we do not
expressly grant to you. By distribution rights, we mean all forms and
channels of distribution, regardless of whether we use the method now or
adopt it im the future. Channels é6f distribution include the Tnternet,
catalog salés, telemarketing or other direct marketihg sales«
Technology may yield new chanhels of distribution. The kinds of
reserved activities which we or our affiliates may engage'in within your
territory or development térritory might include, directly or through
one of our affiliates, 'selling products and services of any kind,
including, without limitation, freshly-prepared beverage and food items
under the Marks or other names, through retail and wholésale channels of
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distribution, including by means of the Internet and mail erder catalogs,

in addition te salées through independent coffeehouses, convenience

stores, grocery stores, specialty food stores and department stores.

7. We do not Testrict advertising and publicity you conduct for
your franc¢hised business in your territory. [Likewise, wé and other

franchisees may condu¢t ddvertising and publicity of ours and their Tom

N Toms Coffeehouses in your territory. You and any Tom N Toms
franchisees are not permitted to maintain a separate Website and to
advértise and promote their Tom N Toms Coffeehouse on the Internet or

using any -other public computer network.

C. Additional Disclosures re Territory
1. The Franchise Agreement lets you engage only in retail

transactions of authorized goods and services to custemers for their own

use and for their owh consumptién at your Tom N Toms Coffeehouse, You
may not' éhgage in wholesale sales without. our priof written consent.
"Wholesale sales” imcludes ‘the sale or distribution of merchandise or
products to & third party for resale, retail sale or. other méethod of
distribution. You may not engage ih transactions with customers that do
not take place on thé premises of your Tom N Toms Coffeehouse.

2. Unless We consent in writing; you do not receive the right to
acquire additional franchises within ‘the territory we assign to your Tom
N Toms Coffeehouse. Your franchise rights are not contingent on
achieving any minimum sales level or other sales or market penetiration
contingency.

3. We and our affiliates have the right but no current plan to

operate or franchise other businessés selling or leasing similar
products or se€rvices under different trademarks.

ITEM 13
TRADEMARKS

1. The. following trademark has been. filed and registered with

‘the United States Patent and Trademark Office (“USPTO"):

TRADEMARK STATUS REGISTRATION | REGISTRATION
DATE. NUMBER

REGISTERED | Nov. 11, 2011 | 3530315 1
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[ToM N ToMS [REGISTERED | Jan. 10; 2012 | 4082449
TOM N TOMS COFFEEE [ REGISTERED |Mar. 13, 2012 | 4111818

[ REGISTERED | Mar. 19, 2013 | 4305946

' TOM N 'TOMS COFFEE REGISTERED Mar. 19, 2013 | 4305947

2. Do Kyun Kim, the founder and majority shareholder of ‘Tom N
Toms Holdings Co., Lﬁd_, an affiliated company of ours, is the
registeréd owner for all of the marks identified above and has granted
us the exclusiwve license to use and liceénse the above trademarks in
the continent of North Arierica, including but not limited to United
States, ahd we in turn will grant you a non-exclusive right to use
them as well as other trademarks, servicde marks, trade names .and
commercial symbols we ma¥y authorize in the future (collectively, the
“Marks”) .

3. Your use of the Marks and any goodwill is pursuant to a
license granted to -you undér the Franchise Agreement and you retain no
further rights in the Marks. You also retain no rights in the Marks
upon expiration wor termination of your Branchise Agreement. You are
not. permitted to make any chandges or substitutions of any kind in or
to the use of the Marks unless we direct in writing. We7maywchange
the System presently identified by the Marks, including the adoption
of new Marks, new products, new equipment or new technigques and you
must adopt the ¢hanges in the System. You must comply within a
reasonablé time if we notify you to discontinue or modify your use of
any Mark. We will have noe liability or obligation as to your
modification or discéntinuance of any Mark.

4., There are currently np effective material determinations by
the United States Patent and Trademark Office; the Trademark Trial and
Appeal Bodrd, the trademark administrator of any state, or any court,
or any pending infringement, oppositien or cancellation proceeding; or
any pending material litigation, invelving the Marks. There are
currently no agreements in effect that significantly limit our rights
to use or licéense the use of any Marks in ahy manner material to ‘the
ffanchise. There are ne supérior prior tights or infringing uses
actually known to us that c¢ould materially affect your use &f the
Marks.

5. We are not obligatéed to protect you against infringement or
unfair competition claims arising out of your use of the Marks or to
participate in your defense or indemnify ‘you. We reserve the right to
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contrel any litigation related te the Marks, and we have the sole
right to decide ‘to pursue or settle any infringement actions related
to the Marks. You must netify us promptly of any infringement or
unauthorized uge of the Marks that you may become aware. If we
determine that a trademark infringement action requires changes or
substitutions to the Marks, you must make the changés or substitutioens
at your own gxpense.

ITEM 14
PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION

1. There aré no patents or copyrights currently registéered
that are material to the ‘franchise.

2. ‘Our Manual, other manuals, training material, merchandise
and vendor: lisfis and updates, action plans, and otheér directives
contain material which we consider to be trade sécrets. We claim

trade secret and copyright protection for these manuals and materiadls

alth@ugb we have noét filed,any'corresponding applications concerning

them. ‘You have to follow our direction in protecting the manuals and

other trade secret material from unduthdrized disclosure. You must
use our proprietary materidls only as we direct.

3. We can require your managers and supé€rvisers to sign a

confidentiality agreement in which they promise to keep all of our
proptietary inférmation confidential and to Follow our directions
regarding its 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 supervising all administrative and operational activities

of your franchised business at the franchise location.

2. If a legal entity owns the franchise rights, like a
corporation, partnership or limited liability company, the person who
owns a controlling interest in the entity's équity or voting rights, or
a generdl partner, must devote full time and attention to franchise

activities.

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

4, You must staff your Tom N Toms Coffedhouse with at least 1
"Approved Manager." An “Approved Manager is a full-time employee with
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management responsibilities who has successfully completed the manager
training'segmeht‘of the initial trainigg’psog;am‘and any mandatory
supplemental management classes. You {(or the person who owns a
lcohtrolling interest in equity or VQting intérests of an entity, or the
general partnér of a pafbﬁership, which ewns the franchise) may be an
Appnoved‘Manager provided you devote full time arnd atténtion to your
franchise business. You must hire and train all your employees. You
may also send your employees»towoqr training programs. ‘

ITEM 16
RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

1. You must operate your Tom N Toms Coffeehcuse in accordance
with the System standards (including reguired products and services).
We have the right, without limitation, to change the types of prodiucts
and services that you are duthorized to sell at oéur sole discretion.

2. There are no restrictions ©h the custéemers to whom you can
sell the produets at 'your Tom N Toms Coffeehouse. However, you may
npt‘MSe;ybur‘shop for any purposes other thah the operatioh of the Tem
N Toms Coffeehouse in full complianée with the Franchise .Agreement and
Manual, withéut our prior written approval. You must putchase, use
and offer each of and only the types, brands and quality of products
and services we designate. The Franchise Agreement allows you to
operate one Tom N Toms Coffeehouse at the franchise locatien only, and
nowhere else, except with our prior written approval.

3. You must eperate your Tom N Toms Coffeehouse all days and
during the minimum hours we prescribe in the Operatiens Manual, unless
local conditions, like terms of your lease, require different
days/hours or you obtain our prior written consent. Youk eperations
must comply with all laws, including, but hot limited te, laws on
packaging, labeling, health and sanitation, envirommental waste, and
the like. You must investigate these laws and, ensire conpliance.

4, Any wvariation from our mandatory requireménts requires our
prior written approval. We grant approval only in exceptional cases in
our discretion. Granting an exception to another franchisee does not
require us to grant you that or any exception.

5. We may add to, modify or discontinue the approved list of
menu itefs, ingrediénts, 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 1limit en our right to
impose thése modifications. You will be given reasohable time (at
least 30 days) after notice from us to implement changes and step
selling particular items which we delete from the approved list.
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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 these provisions in the agreements attached

to this Franchise Disclosure Document.

FRANCHISE AGREEMENT

Article in
Franchise
Provision Agreement Summary
a. Term of the v 10 years
franchise ]
b. Renewal or v ©®ne additiomal term‘of‘LO
extension of the years
‘term
c. Requirements, for v You have been in substantial
you to renew or compliance with agreement,
extend pay renewal fee. You may
have to remodel the Outlet,
at yeur expense, and sign a
Franchise Agreement in
effect at the time of
renewal which may contain
materially different terms
and conditions than the
agreement you signed
originally.

d. Termindtion by you "~ None The fran¢hise‘Agreément does
not provide for this. But
you may seek to terminate on
any grounds available to you

o under applicableée law.
e. Termimatien by us None 7
without cause '
£ 7Terminatibnﬁby”u6 XVII We can terminate only if you
with cause commit ariy one of séveral
| listed violations
37
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Article in
Franchisge
Provision i Agreement Summary
g: “Cause” defined - I XVIT 30 days for operations
defaults whieh can | defaults; 30 days for
be €uréd monetary deﬁaults, 24 hours
for health code violations
'h. “Cause” defined - XVII Conyiction of a felony,
defaults which abandohment, unapproved
cannot be cured transfers, bankruptcy,
assigrment for behefit of
créditors, repeated
violatioens
| i. Your obligations on XVITI Pay :outstanding amounts, de-
termination/non- identification, return of
renewal, confidential ihformation and
telephone numbers (see also
below)
j. Assignment of XX No restriction on our right
contract by us to assign. However, no :
assignment will bé made
except to an assignee who,
in our good faith judgment
is willing and able to
assume our obligations: under
the Franchise Adgreement
k: “Transfer” by you - XX Tncludes transfer of
definition contract of assets or any
ownership ehange
1. Gur approval of XX We have the right to approwve
transfer by ydu all transfers, our consent
net teo be unreasonably
withheld
m. Conditiens for our XX Transferee qualifies, all
approval of amounts due are paid in
transfer full, transferee completés
training, the greater of
Transfer Fee of $10,;000 or 1
508 of then-current Initial
Franchise Feé paid, then-
7 | curtent contract signed |
n. Our right of first XX | We can match, any offexr
fefusal to acquire :
your business |
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Article in
Franchise
Provision Agreement Summary
| 0. oOur option to XX | We can buy the business on
purchase your 'terminatioen or nen-renéwal
businéss | for the formula price
7 ~}described in Article XX

p- Your death or 1 KX and XXT : Franchise must be: assigned

disability to approved buyer within 12
months or transferred teo an
“heir or representative

g. Non-competition XXIV Can’t divert busimess or
covenants during 0! operate a competing business
the term of the 1 anywhere

| franchise

‘1r, Non~competition XXIV Nd.competing bu§ihesS‘for
covenantss after the twe years, within 10 miles

| franchise is of any other Outlet
terminated or
exXpikes

‘s, Modifiecatioen of the AXXII No modifications generally

agreement but Operations Manual
subject t6 change. Revisions
to the QOperations Manual
will not unteasonably affect
your obligatiéns, including
economic requirements, under
) ) the Franchise Agreement
t. Integration/merger XXXIT Only the terms of the
clause Franchise Agreement are
binding (subject te state
law). Any representations. or
promises, outside of the
diselosure document and
franchise agreement may not
o be enforceable:

u. Disputeé resolution XXX EXcept for certain claims,
by arbitration or all disputes must be
mediation arbitrated in Califorhnia

. (subject to state law)
v. Choice of forum XXX Arbitration in C&lifornia
7 (subject. to state law)
W. Choice of law AKXIX California léw applies
tsubject to6 state law)
39




AREA DEVELOPMENT AGREEMENT

Séction in
| Area
| Development
Provision Agreement Summary
[‘a; Term of the Area vi Length of the Development
! Development Schedule, which can bé as
! Agreement short as three years or as
‘ long as 20 years
| b. Renéwal or v After all Outlets have been
extension of the developed, we will negotiate
\ term in good faith another Area
Development Agreement
1 c. Reguirements for v There are noene
you to rénéw or .
W extend
§ d. Terminatioen by you None The Agreefent does not
provide for this. But you
wmay seek to terminate on any
i | grounds available to you at
| Law
'e. Termination by us None.
{ without cause
| £. Termination by us IX | we. can terminate if you
i with cause | commit any one of several
“ listed violations, which
| include failure to meet the
ﬂ | development scheduley
W unauthorized use of the
1 ‘ Proprietary Marks, sale of
competirng preducts, failure
to make required payments,
| illegal assignments, making
\ | of material
\ misrepresentations, failure
‘ | to obtain approval for a
\ | site, any othetr breach of
| the agreement or a
‘ bankruptcy
g. “Cause” defined - IX 'Thesé are listed in this
defaults which can Section
be cured
40
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‘Section in

l
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Area
Development
Provision Agreement ‘Summary
“Cause” defined - IX These are also listed in
defaults which this Section
cannot be cured
Your obligatiens on X ' Stop selecting sites, can’t
términation/non- open Outlet
renewal '
Assignment of XI N6 restriction on our right
contract by us to assign. However, nRo
assignment will be made
‘ except to an assignee who,
in our good faith judgment,
| is willing and able to
| assume our obligations under
the, Area Development
| Agreement
“Transfer” by you - XTI Includes transfer of any
definition I interest in the Area
‘D6velmeent Agreement
Our approval of XI We have the right to appkove
transfer by you all transfefs, our censent
not té6 beé unreasonably
withheld
Conditions for our XI Cconditions for transfer
approval of include not. being in
transfer default, all debts are paid,
the buyer meets our current
criteria for new area
developers, execution of a
geheral frelease (where
legal), payment of 25%
transfer fee (25% of
developmént. fee), buyer
personally guarantees all
obligations
Our. right of first XT, We have the right to match
refusal to acguire. the offer
your business
Qur- optien to None
purchase your
business
Your deéath or XTI Option passes to estate
disability
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'Section in
Area
' Development
! Rrov;siOn Agreement Summary

,q. Non-competition XIT | Can’t divert business or
covenants during operate a competing business
the term of the  anywhere
franchise

t. Noh-competition XII 'No competing businéss for

| covenants after the two years and within a 10
‘ franchise is mile radius of any Outlet
I terminated or : '
‘ expires
's. Modification of the XVIII ' No. modifications except by
| .agreement |‘mutual agreement. of the
1 | parties. Revisions to the
‘ Area Development Agreement
1 | will not unreasonably affect
| your ebligations; including
economic reguirements under
| the Area Development
| Agreement
t. Integratien/merger XVITI Only the terms of theé
clause Franchise Agreement are
‘binding (subject to state
law). Any representations or
pronises outside of the
disclosure document and
franchise agreement may not
‘ be enforceable.

u. 'Dispute resolution XIX Except for certalin claims,
by arbitration of all disputes must be
mediation arbitrated in California

(subject to state law)

v. Choice of forum XIX | arbitration in California

| (subject to state law)

w. Chodice of law XVITI Califernia (subject to state

law)
ITEM 18

PUBLIC FIGURES

We do not use any public figure to promote cur franchise:
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ITEM 19
FINANCIAL PERFORMANCE REPRESENTATIONS

The ETC"s Franchise Rule permits a franchisor to provide
infotrmation abeut actual or potential financial petférmahce of its
franchised and/or franchiser-owned outlets, if there is a reasonable
basis for the inférmation; and the information is ineluded iA the
disclosdrée decument. Financial performance information that differs
from that included in Item‘l9.may be given only if: (1) a franchisor
provides thé actual records of an existing outlet you are considéring
buyingy; or (2) a franchisor supplements the infbrmétion,pnovided in
this Item 19, fo¥ example, by prowviding informatien about possible
performance at a particular location or ‘dnder particular circumstances.

We do not make any representations about a franchisee's [future
financial performance or theé past financial performance of company-
owned, affiliate-6wned or franchised Tom N Toms Coffeehouses. We do
nét autherize our employees or représentatives to tfiake any such
representations either orally or in writing. But if you. are
purchasing an existing Tom N Toms Coffeehouse from us or an affiliate
of ours, we may provide you the actiial records of that Tom N Toms
Coffeehouse, If you recéive .any other Ffinancial performance
information or projections of your future income, you Should report it
to our management by contacting Mr:. Chéolku Lee, General Manager of
Tom N ‘Toms Eranchisé, LLC, 3435 Wilshire Blvd., Suite 2090, Los
Angeles, CA 90010, (213) 908-6829, the Federal Trade Commission, and
the appropriate state regulatory agericies.

ITEM 20
OUTLETS: ‘AND' FRANCHISEE INFORMATION

Item 20(1) Table -
Systemwide Outlet Summary
For years 2016 to 2018

Outlet Type. Year . Outlets at Outlets at, Net‘i‘Ch‘ange"
+the Start of the End of
| ‘the Year the; Year
| Franchised 2016 1 1 0
2017 1 2 +1
2018 2 4 ¥2
Company or 2016 9 6 Y
Affiliate- 2017 6 6 0
Owned. 2018 6 4 -2
Total 2016 10 T -3,
2017 7 8 +1
2018 8 8 0
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Item 20(2) Table -

Transfers of Outlets from Franchisees toc New Owners (other than the
Franchisor)
For years 2016 to 2018
- - I
State Year Number of I
Transfers :
' Galifornia 2016 0 ‘
2017 0 |
2018 0 |
Total 2016 0
2017 0
2018 0
Item 20(3) Table -
Status of Franchised Outlets
For years 2016 toc 2018
State | Year Qutlets | Outlet | Termi- Non- Re-= Ceased [ Outlet
at Opened | nation | Renewal | acquired Opera- | at the
Start. by tions- end of
of Year Franchi- Other ' the
_ sor Reasons | Year
ca 2016 1 0 0 0 0 0 L1
2017 1 1 0 0o 0 0 2
2018 2 1 0 0 0 0 3
TX 2016 0 0 0 0 0 0 0
2017 0 0 0 0 , 0 0 0
| 2018’ 0 1 0 0 0 0 1
| Total | 2016 1 0 0 0 0 0 |
2017 1 1 0 0 0 0 2
2018 2 2 0 ) 0 0 4
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Item 20(4) Table -
Status of Company or Affiliate Owned Outlets
For years 2016 to' 2018

State Year [ Outlets: | Cutlets Outlets Outlets Outlets Outlets
‘ at | Opened. | Reacquired | Closed 86ld to at the
Start | ; from Franchisee | end of
of Year Franchisee the
) ‘ Year
ca 2016 9 0 | 0 3 0 6
2017 6 1 0 0 1 6
o 2018 6 0 0 2 0 4
Totals 2016 9 0 0 3 0 6
2017 6 1 0 0 1 6
2018 6 [ 0 2 0 4
Item 20(5) Table -
Projected Openings As of Dec. 31, 2019
State _ ' Franchise Projected Néw Projected New
' Agreements Signed .Franéhised,Oﬁtlet-‘ Company-Owned
But Outlet Not In The Next “OutletsuIn The
Opened Fiscal Year M Next Fiscal
1 Year
California 0 0 | 0
TX 1 ' 2 0
Total ’ 1 2 0

ﬁf‘youﬁbuy Tom N Tems franchise, your contact infdrmaticn‘maylbe
disclosed to other buyers when you leave the franchise system.
Because: Tom N Toms Coffechouse: franchise has yet to be offered, there
is no available list of current franchisees or any franchiseée who had
a Coffeehousé teéerminated, canceled, not renewed, or otherwise
voluntarily or involuntarily ceased to do business during the most
recently compleéted fiscal year or who has hot ¢communicated with the
frardchisor within 10 weeks of the disclosure dociment issuance date.

In some: instances, current and former franchisees sign provisions
restricting their ability to spéak openly abeut their experience with
Tom, N Toms franchise. You may wish te speak with current and former
franchisees, but be aware that not. all such franchisees will be able
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to communigate with yow. During our last 3 fiscal years, we have not
signed any confidentiality clauses with current or fofmer franchisees
which restrict them from speaking openly with you about their -experience
with us.

ITEM 21
FINANCIAL STATEMENTS.

Attached to thisﬂDisclosure‘Documeﬁt as Exhibit H :is our audited
financial statements as ¢f December 31, 2016; December 31, 2017 and
December 31, 2018. BAlso attached is our compildtioen report for the
period ending on March 31, 2019. Our fiscal year end is December 31st,

ITEM 22
CONTRACTS

All agreement:s proposed for use in this State are attached to this
Franchise Disclosure Document as follows:

EXHIBIT C- Franchisé Agreement
EXHIBIT D- Area Development Agreement

ITEM 23
RECEIPT

The last page of this Disclosureé Deocument contains a detachable
Receipt form which you must. date; sign, ‘and return to is immediately
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 wWwést 4th Street

Los: Angeles; CA 90013

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

HAWAIT

Securities Examiner
1010 Richards Street
Hoholulu, Hawaii 96813
(808) 548-2021

Agent: Direectdr of Hawaii
Department of Commerce and
Consumer Affairs

ILLINOTS

Franchise Division

Office of Attorney General
500 South Second Street.
Springfield, Tllinois 62706
(217) 782-4.465

Agent: Illinois Attozney General
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MARYLAND

Office of the Attorney General
Securities Division

200 St. Paul Place

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

Agent: Maryland Securities
Commissionerx

200 St. Paul Place

Baltimore, Maryland 21202-2020

MICHIGAN

Consumer, Protection Division

Antitrust and Franchise Unit

Michigan Department of Attorney
General .

670 Law Building

Lansing, Michigan 48913

Agent: Michigan Department of
Commerce Corporations and
Securities Bureau

MINNESOTA.
ﬁinnesdtaiDepartmentzof Commerce
85 7" Place East, Suite 500
St. Paul, Minnesota 55101-2198

(651) 296-4026

Agent: Minnesota Commissioner of

Commerce



INDTANA

Franchise Section

Indiana Securities Diwvision
Room E-111

302 West Washington. Street

Indianapolis, Indiana 46204
(317) 232-6681

Agent: Indiana Secretary of State
Indiana Securities Division
201 State House
Indianapolis, IN 46204

NEW YORK

Bureau. of Investor Protection and
Securities

Néw York State Department of Law
23rd Eloor

120 Broadway

New York, New York 10271

(212) 416-8211

Agent: New York Secretary of
State

NORTH DAKOTA

0Office of Securities Commissioner
Fifth Floot

600 East Boulevard

Bismarck, North Dakota 58505
(701) 328-2910

Agent: North Dakota Securities
Commi'ssioner

OREGON

Department of Insurance and
Finance

Corporate Securities Section
Tabor and Indiustries Building
Salem, Oregon. 97310

(503) 378-4387

Agent: Directdér of Oregen

Department of Insurance and
Finance
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NEBRASKA

Nébraska Department of
Banking and Finance

1200 N Street

P.0, Box 95006

Linééln, Nebraska 68509-5006

SOUTH DAKOTA

Division of Séciirities
c/o 118 West Capitol
Pierre, South Daketa 57501
(605) 773-4013

Agent: Director of South. Dakota
Pivision Securifies

TEXAS

Secretary of State
P.0O.:; Box 12887
Austin, Texas 78711

VIRGINIA

State Corporation Commission
1300 East Main Street
RichHmond, Virginia 23219
(804) 371-9051

Agent: Clerk of thé State
Corporation Commission



RHODE ISLAND:

Division of Securities

Suite 232

233 Richmond Streéet
Providence, Rhode TIsland 02903
(401) 222-3048

Agent: Director of Rhode Island

Department of Business Regqulation

WISCONSIN

Securities and Franchise
Registration

Wiseconsin Securities Commission
P.@. Box 1768

Madison, Wisconsin 53703

(608) 266-8559

Securities
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WASHINGTON,

Director

Department of Fimancial
Institutions

Securities Division

P.0®. Box 9033

Olympia, Washingten 98507
(3607 902-8760

Agent: Securities Administratoer,
Director of Department of
Financial Institutions
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California

THE CALIFORNIA ERANCHISE 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 franchisor ner any person identified in
Item 2 of this Disclosure Document is subject to any
curtrently effective order of any national securities
association or national securities exchange, as defined in
the Securities Exchahge Act of 1934, 15 U.S.C.A. 78a et
seq., suspending or expelling the person from membership in
the association or exchange.

California Business and Professions Code §§ 20000
through 20043 provide rights to the franchisee corceérning
termination, transfer or non-renewal of a franchise. If
the Franchise Agreemént contains a provision that is
inconsistent with the law, the law will control.

The Franchise Agreement provides for termination upon

bankruptcy. This provision may not be eénforceable under

federal bankruptcy law (11 U.S.C.A. Sec. 101 et seq.)

The Franchise Adgreement contains a covenant not to
compete that continues after the termination of the
franchise. This previsien may not be enforceable under
California law.

Under both the California Frarchise Relations Bct and
the Franchise Investment Law, a provision in a Franchise
Agreement that reguires you to waive your rights under
either or both of these laws is void. We will mnoet request
that you. waive your rights under Califermia franchise laws.

Section 31125 of the Cdlifornia Corporations Code
requires the franchisor to give the frafichisee a special
disc¢losure document before soliciting a proposed material
modification of an existing franchise.

The franchise agreement and development agreement
contain a liguidated damages clause. Under, California
Civil Code Section 1671, c¢ertain liquidated damages clauses
are unenforceable. '

The franchise agreement and development agreement
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requires binding arbitration. The arbitration will occur
at Les Angeles, and thé arbitrators have the discretion to
assess the costs of arbitration, including reasonable
arbitrators’ and attorneys’ fees in proportions as the
arbitrators may detérmineé. Prospeéctive franchisees are
encouraged to consult private legal counsel to determine
the applicability of California and fedeéral laws (such as
Biusinhess and Professions Code Sectien 20040.5, Code of
Civil Procedure Section 1281, and the Federal Arbitration
Act) to any provisions of a franchise agreemen%,restricting
venue tio a forum outside the State of California.

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

OUR. 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.

Illinedis

Many states have status concerning the relationship
between franchisor and franchisee. These statutes deal
with siuch matters as remewal and termination of franchises.
Provisions of this sort will prevail over inconsistent
terms in a franchise agreement. Illineis has such a
statute (915 ILCS 705/19 and 705/20).

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

The Franchise Agreement includes a choice of law
clause designating another state’s law as the governing
law. Under Illinois law, a Franchise Agreement may hot
provide for a choice of law of any state other than
Tllineis. Accordingly, Itef 17 w. is amended to state
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“none” under the heading for “Summary.” The Franchise
Agreement is amended to omit Section XXV,

The Franchise Agreement requires franchisee to sign a
release of claims as .a condition for transfer or remewal of
the franchisse. Under the law of Illineis, any provision
that purports to bind a person acquiring a franchise to
waiveé compliance with the franchise disclosure law of
Illinois is wvoid. Accordingly, imsofar as the Franchise
Agreement requires franchisee teo waive franchisee’s rights
under the Illinois franchise law, these requirements are
deleted from thé Franchise Agreement. This provisien will
not prevent the franchisdér from requiring franchisee to
sign a release of claims as part of a negotiated settlement
of a dispute.

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

The Franchise Agreement says that franchisor may
require franchisee to sign a release of claims; other than
claims that may not be waived in advance undér applicable
law, as a coéndition of renewal or transfer of yeur
franchise. ‘Under Maryland law; the release will rot dpply
to any liability under the Maryland Franchise Registration
and Disclosure law. '

Under the Franchise Agreement, franchisee must
disclaim the occurrence and/or ackhnowledge the non-
occurrence of acts that might comnstitute a violation of the
Maryland franchise law. These reptesentations are not
interided to nor do they act as a release, estoppel or
waiver of any liability incurred under the Maryland
Franchise Registratien and Disclesure Law.

Any claims arising under the Maryland Franchise
Registration and Diseclosure Law must be brought within
three years after the franchise is granted.

Mi¢higan
THE STATE QF MICHIGAN 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 prohibition on the right of a franchisee to
join an association of franchises.

(b) A reguirement +that a franchiseé 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 into: a franchisé agreement, from settling any and
all claims.

(c) A provisien that permits a franchisor to
terminate a franchise prior to the expiration of its term
except for good cause. Good cause shall include the failure
of the franchisee to comply with any lawful provision of
the franchisé agreement and to cure such failure after

being given written notice thereof . and a Treasonable

opportunity, which in. no event need be more than thirty
(30) days, to cure such failure.

(d) A provision that permits a franchisor to refuse
to renew a franchise without fairly compensating the
franchisee by repurchase or other means for the fair market
value at the time of expiration of the ftanchisee’s
inventory, supplies, equipment, fixtures and furnishings.
Personalized materials which have no value to the
franchisor and inventory, supplies, equipment, fixtures and
furnishings not redsenably required in the wconduct of the
franchise business are noet subject. te compensation. This
subsection applies only if: (i) the term of the franchise
is. less than five (5) yeans, and (ii) the franchisee 1is
prohibited by the franchise or other agreéement from
continuing to &onduct substantially the same business under
another ‘trademark, service mark, trade mame, logotype,
advertising or other comnércial symbol in the same area
subsequent' te the expiration of the franchise or the
franchisee dees not receive at least six (6) months’
advance notice. of franchisor’s intent mot to rernew the
franchise.

(e) A provision that permits the ‘franchisor to refuse
to renew a franchise on terms generally available te other
franchisees of ‘the same class ot type wunder similacx
cirfcumstances. This section does noét require a renewal
provision.
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(£) A provision requiring that arbitration er
litigation be conducted outside this state. This shall not
preclude the franchisee from entering into an agreement, at
the time of arbitration, to c¢onduct. arbitratien at a
location oeutside this state.

(g) A provision which permits a franchisor to refuse
to permit a transfer of ownership of a franchise, except
for good cause: This subdivision dees 1ot prevent a
franchisor from exercising a right of first refusal to

purchase the franchise. Good cause shall include, but is

not. limited to:

(i) Failure of the proposéd transferee to meet
the franchisor’s then-current reaseonable qualifications er
stahdards:

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

(iii) The. wunwillingness of the proposed
transferee to agree in writing to comply with all lawful
obligations.

(1v) The failure of the frahchisée or proposed
transferee t6 pay any sums owing te the franchisor or to
cure any default in the franchise agreement existing at the
time of the proeposed transfer.

(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 franchisotr a right of
first. refusal to purchase 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 provision that grants the franchisor
the right to acquire the assets of a franchise for the
market or appraised walue of such assets if the franchisee
has Dbreachéd the lawful provisions of the franchise
agreement and has failed to cure the breach in tHe manner
provided in subdivision (c).

(i) A provisien which permits the franchisor to
directly or indirectly conwey, assign or otherwise transfer
its obligations to fulfill contractual obligations to the
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franchisee unléss provision has been made for providing the
required contractial services.

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 PBROSPECTIVE
FRANCHISEE OF ANY BTINDING FRANCHISE OR OTHER AGREEMENT OR

AT LEAST TEN (10) BUSINESS DAYS BEFORE THE RECETIPT OF ANY

CONSIDERATION, WHICHEVER OCCURS 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 léss than $100,000,
franchisee has the right to reguest an escrow arrangement.

Any gquestiens regarding this notice should be directed
to:
Consumer Proetectioh Division
Attn: Marilyn McEwen
670 Law Building
Lansing, Michigan 48913

(517) 373»7;17
Minnesota

The Franchise Agreement regiiires binding arbitration.
Thée arbitration will occur in a state other than Minnesota,
with costs being borne by the non-prevailing party. 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 Minnésota Statutes.

The Franchise Agreement requires application of the
laws of a. state other tham Minnesoeta. Under Minnesota
Statutes § 80C.21 and Minnesota Rule Part 2860.4400J, this
provision may net in any way invalidate or reduce any of
the franchise owner’s rights that are listed in Chapter 80C
of the Minnesofta Statuteés.

With.respect to franchises governed by Minnesota law,
the franchisor will comply with Minn. Stat. Sec. 80C. 14,
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Subds. 3, 4, and 5 which require, except in certain
specified cases, that a franchisee be given 90 days notice
of terminatioen (with 60 days to cure) and 180 days notice
of non-renewal of the Franchise Agréement:

The Franchise Agreement requires you to sign a rélease
of claims as a conditien of renewing or transferring a
franchise. Minnesota Rule Part 2860.4400J prohibits
franchisor from requiring franchisee to sign a release of
claims 'arising under the Minnesota Franchise Law.
Therefore, any release we requires you to sign will exclude
claims arising urider the Minnesota Franchise Law.

The Franchise Agreemerit provides that franchisor is
entitled to a temporary injunction or decreé of specific
performance. The Franchise Agreement is.amendéd to provide
that we aré entitled to seek a temporary injunction or
decree of specific performance if we can demonstrate té a
court of competent jurisdiction that there is substantial
likelihood of franchisee”s breach or threatened breach of
any of the terms of the Franchise Agreement, not that
franchisor is necessarily entitled te obtain this relief.

Under Minnesota law, any claim arising under §80C may
be brought within three years after the cause of action
accrues. 'The Franchise Agreement is amended to provide for
a three-year perioed within which to bring any Minnesota
claims.

New York.

THE ERANCHISOR MAY, IF IT CHOOSES, NEGOTTATE WITH
FRANCHISEE ABOUT ITEMS COVERED IN THIS PROSPECTUS.
HOWEVER, THE FRANCHISOR GANNOT USE THE NEGOTIATING PROCESS
TGO 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, néither the franchisor, its predecessor or
predecessors noéor any person @r sales agent identified in
Ttem 2 of this Disclosure Document: (i) has pending any
administrative, criminal, or material civil action (or a
significant number of c¢ivil actions irrespective of
materiality) alleging a felony, Vviolation of any franchise
law, ssecurities law, fraud, embezzlement, fraudulent
cohversion, restraint of trade, unfair or deceptive
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practices, misapptopriation of property or comparable
allegatiens; (ii) has been convicted of a felony or pleaded
nolo contendére to a felony charge or, within the 10-year
period immediately preceding the application for
registration, has beén convicted of a misdemeanor or
pleaded nolo contendere to a misdeémeanor charge or been
held liable in a civil action by final judgment or been the
subject of a material complaint or other legal proceeding
if such misdemeanor conviction eor charge or civil action;
complaint or other legal proceeding involved violation of
any franchi&e\law,;securities law, fraud, embezzlement,
fraudulent cenversion, restraint of trade, unfair or
deceptive practices, misappropriation of property or
comparable allegatiens; (iii) i$ subject to any injunctive
or restrictive order or decree relating to franchises or
under Federal or State franchise, securities, antitrust,
trade regulation or trade practice law as a résult of a
concluded of pending action or proceedirng brought by a
public agency-.

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

or partnership.

The intrediction to Item 17 ‘is amended te Tead as
follows: :

THIS 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 Item 17d is amended to read:
“You may terminate upon any grdunds permitted by law.”
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The Summary column of Item 17j is amended to reéad: “We
may assign only to a financially responsible assignee that
we reasonably believe is capable of performing its
obligationhs undér the franchise agreement and which
expressly assumes these obligations in writing.”

The Summary column in Ttem 17w is amended to add the
following: “The foregoing cheice of law should not be
considered a waiver of any right conferred wupoh 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 law:

Item 17c is revised to omit any reguirement that a
general release be signed as a conditioh of renewal.

Item 17r is amended to add the following: “Te the
extent that covenants not to compete apply to periods afiter
the term of the franchise, they are generally considered
unenforceable in the State of Nerth DRakota.”

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

Item 17w is amended to state “None.?

Rhode Island

The Rhode Island Securities Divisioh reguires the
following specific disclosures to be made to prospective
Rhode Island .franchisees:

In spite of the provisions of Item 17v and Item 17w of
the Disclosure Document, any litigation er arbitration
arising under the Franchise Agreement 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 Act, the Franchise Agreement
will be governed by the laws of the State of Rhode Iisland.
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South Dakota

The Franchise Agreement includes a covenant hot to
compete after terminaticn of the franchise. Covenants net
to compete upon termination or expiration of the Franchise
Agreement are generally unenforceable in the State of South
Dakota; except in certain instances provided by law. The
Franchise Agreement provides for arbitration ih a state
other 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 deésignates the law of a state
other than South Dakota as the governing law, except that
trademark issues are to be under the Landham Act.
Franchise registration, employment, covenants hot to
compete, and other matters of loeal conecern will bé
governed by the laws of the State of South Daketa, but
contractual and all other matters will be subject to
application, cénstruction, enforcement and .interprétation
under the governing law specified by the Franchise

Agreement.

Under South Dakota law, any provision in a Franchise
Agreement which designates jurisdiction or venue or
requires the franchisee to agree to jurisdic¢tion or venue
outside Seuth Dakota is void with respect to ahy cause of
action which is gowverned by the law of South Dakota.

Under South Dakota law, teérmination provisiens
covering breach of the Franchise Agreement, failure to meet

performance and guality standards, and failure to make

royalty payments contained in the Disclosure Document and
Franchise Agreement must afford a franchisee thirty (30)

days written notice with an opportunity to cur the default

prior to termination. Under SDL 37-5A-86, any condition,
stipulation or provision purporting to waive compliance
with any provision of this chapter, or any rule or order is
avoid.

An acknowledgment, prowision, disclaimer or
integration clauseé 6f a provision having a similar effect
in a Franchise Agregment doés not negate or act to remove
from judicial review any statement, misrepresentation or
action that would violate thHe South Dakota franchise law or
a riale 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 'your
relationShip with the franchisor, including the areas of
termination and renewal of yeur franchise. There may also
Agreemént 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 Washingten. Franchise Investment Act,
such as the right te jury trial, may not be enforceable.

The Franchise Agreement requires application of the
laws of a state other than Washington. If there is a
conflict of laws, the provisions of the Washington
Eranchise Investment Protection 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 inelude rights under
the Washingtoh Pranchise Investment Protectien Act.

Under Washirngton law, transfer fees may be collected
only to the extent that they reflect the franchisor’s
reasonable estimated or acé¢tual costs in connection with the
transfer.
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TOM N TOMS COFFEEHOUSE

FRANCHISE AGREEMENT

THIS FRANCHISE AGREEMENT, (“Agreement”) is made and entéred into
the day of » 20__, between Tom
N Toms: Franchise, LLC, a California limited liability company whose
principal address is 3435 Wilshire Blwvd., Suite 2090, Los Angeies,‘CA
90020 (“Franchisor” or “Company’), and
residing at )

(“Franchisee”) .

RECITALS:

A. Franchisor franchises certain the operation of a
coffeehouse, known as “Tom N Toms”, fedturihg premium coffee products
and complementary food and béverages (“Menu Items” or “Products”) and
provide carry-out and on=-premises dining serwvices (“Coffeehcuse”).
Franchisor’s Coffeehouses are operated wundetr certain trademarks,
service marks, logos and oéther commercial symbols, including without
limitation ™“Tom N Toms” and “Tom N Toms Coffee?” (collectively
“Marks”), and pursuant to certain confidential information and trade
secrets. Menu Items are prepared according to proprietary recipes and
procedures and usSe high quality ingredients, including without
limitation, high quality and specially roasted and blended coffee
beans (“Trade Secret Food Products’). Tom N Toms Coffeehouses are
operated with uhiform formats,; designs, systeéms, methods,
specifications, standards and procedures, all of which may be
improved, further developed or otherwise medified from time to time by
Franchisor (“System”).

B Franchisor grants to persons whé meet Franchisor’s
qualifications and who are willing to undertake the investment and
effort to establish and develop a Tom N Toms Coffeehouse, a franchise
to own and operate such a Coffeehouse, offering the PBroducts and
services approved by Eranchisor and utilizing Franchisor’s formats,
designs, methods, sSpecifications, standards, operating procedures and
the Marks.

c. EranehisEeA receivéd a copy of Franchisor’s Franchise
Disclosure Documernt (“FDD”), which contains a copy of this Agreement,
at least fourteen (14) calendar days before executihg this Agreement.

D. Eranchisee ackriowledges that Franchisee has read this
Agreement and theé FDD and that Franchisee understands and &accepts the
terms, conditions and covenants contained in this Agreement as being
reasonably necessary to maintain Franchisor’s high standards of
quality and service and the uniformity of those standards at all Tom N
Toms Coffeehouses in order to protect and preserve the goedwill of the
Marks«
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E. Franchisee: (i) acknowledges that Franchisee has conducted
an independent Jinvéstigation of the business contemplated by this

Agreement; (ii) recognizes that, like any other business,; the nature

of the business conducted by Tom N Toms Coffeehouses may evolve and
change over time; (iii) acknowledges that an investment in a Tom N
Toms Coffeehouse involves business risks; and (iv) recognizes that the
success of ‘the venture 1is largely dependent wupon the business
abilities and efforts of Franchisee.

F. Franchisor expressly disclaims  &he making of, and
Franchisee acknowledges that Franchisee has not received or relied
upon, any warranty or guaranty, express or implied, as to the
fevenues, profits or success of the business venture contemplated by
this Agreement. [Franchisee: (1) acknowledges that Franchisée has not
received or relied on any representations about the franchise by
Franchiser, or its officers, directors, employees or agents, that are
contrary to the statements made in Franchisor’s FBD or to the terms
and conditiens contained in this Agreement; and (ii) represents to
Franchisgr, as .an inducement to Franchisor to énter into this
Agreement,; that Franchisee has made no misrepresentations in obtaining
the: franchise.

G. Franchisee has applied for a franchise to own and operate a
single Tom N Toms Coffeehousé at the premises identified in Article I
below, and the application has been apptoved by Eranchisor in reliance
on all of the representations made in the apgliéationﬁ

Ih congideratien of ‘the above recitals and the mutual promises
and covenants made in this Agreement, FErarnchisér arid Franchisee agree
as follows:

ARTICLE I
GRANT OF FRANCHISE AND EXCLUSIVE TERRITORY

1.1. Subject to the terms and conditions contained in this
Agreement, Franchiser grants to Franchisee ‘the right to own and
operate a Tém N Toms Coffeehouse at, and only at, the premises
approved by FEranchisor in accordance with thé provisions of this
Agreement (the “Coffeehouse”), and to use the Marks in the operation

of the Coffeehoduse.

1.2 Unless an approved location has been selected by Franchisee
at the time this Agreement is executed, Franchisee shall select the
location of the Coffeehouse, subject to Franchisor’s approéval, within
the timeframe as provided in this Agreement.

1.3 The franchise location and territory set forth in Exhibit

“A” may not be altered or changed by Franchisee without Franchisor’s
priér written approval. In the event thére is such an approval, the
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new franchise location shall become the “Franchise Loecation” under ‘the
terms ‘of this Agreement..

Exclusive Territory:

1.4 Franchisee shall have an exé&lusive territory {the
“Territory”) that will encompass a specific area which is determined
based on whethekr or nét [FEranchise Location is located in the “Business
Zoéne.” Theé Business Zone refers to an area concehtrated with high-
dénsity commercial businesses designated by [Franchisor in its
reasonable discretion, taking intoe consideration such demographic
facters as population density and size, ethnic make-up, peérsons per
household,  income 1level, residential/commerc¢ial mix, and population
age; traffie patterns, parking, and access issues; neighborirng
business mix# fent and leasing terms; and presence of any other nearby
Tom N Tems Coffechouses. If Franchise Tocatidn is within the Business
Zone, Franchisee’s Territory shall measure an area within two-tenths
(0.2) mile from Franchise Location. If Franchise Locatddén is not
within & Business Zone, Franchisee’”s Tetrritory shall be an area
measuring one-half (1/2) mile from Franchise Location. The specific
boundaries of the Territory along with the corresponding map shall be
placed in writing and incorporated into ‘this Agreement.

1.5 Franchisgr shall determine the boundaries of the Territory
under ‘this Agreement after Franchise Tiocation 4is approved. Upon the
approval of Franchise ZLocation, Franchisor shall determine whether
said the approved location qualifies as Business Zone, and thereafter
provide Frarichisée the proposed boundaries of the Territory.

1.6 If Franchisee refuses the Territory designated by
Franchiso¥®, the ‘partiés shall negotiate in good faith to idehtify
muitually acceptable boundaries for Franchisee’s Territory consistent
with Franchisor’s policies; provided, however, that if the parties
cannot agree on such boundaries within thirty (30) days after
Franchisee receives Franchisor’s notice of site approval, ‘the proposed
site shall be deemed disapproved. )

1.7 As leng as Franchisee is not in default wunder this
Agreement, Franchisor .shall not operate, or grant others thé right to
operate, a Tom N Toms Coffeehouse in the Territory. However; nothing
in or elsewhere in this Agreement préhibits Franchisor from engaging
iIn the foll0wing\activities in the Territory:

A, Selling or permitting others to sell any'pre—packaged
menu items undé¥ thé Marks or other names, to independeﬁt restaurants,
converiience stores, grocery stores, specialty food stores; and
department stores selling beverage itenis located within the Territory,

B. Selling or permitting others to sell any menu .items
sold at Tom N Toms Coffeehouse, or operating (or granting others the
right to operate) a Tom N. Toms Coffeehouse, which is located at, or
within, any airport, rail or bus terminal, stadfﬁm, amusement park;
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public park, theater; military base, hQSpi@al or health care facility,
educational facility, high density office location or other mass
gathering place éntirely or partially in the Territory.

C.. Selling or permitting others to sell any menu items
sold at Tom N Toms Coffeehouse, or pre-packaged .items used to prépare
any beverage items: sold at Tom N Toms Coffeehouses, under the Marks or
other names from moebile units or carts, kiosks, 'vending machines, or
other mobile: or statioconery devices which occupy less than 100 fééet and
are in the Territory.

D. Advertising and promoting the sale of, and selling,
menu items sold at Tom N Toms Coffeehouses through the Internet or by
using any other public computer network electronic communication
method, of by mail order, catalog sales or comparable methods that
solicit orders and business from customers situated in ‘the Territory

without requiring the wcustomer's physical presence in a Tom N Toms
Coffeehouse to complete the transaction.

1.7 Franchisee acknowledges that Eranchisor, entities related
to Franchisor through common ownership, and each of their officeérs,
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 Sectien,
this Agreemerit doe$ not limit Franchisor?’s right to use er license the
Marks or the System, or to engage in, or license, any other type of
business activity, whether similar to or different from the Tom N Toms
System.

1.8 Franchisee acknowledges and agrees that. Franchisee has' no

right\tO'participate,’directly'dr indirectlyi in any actiwity reserved

by Franchisor, and that Franchisee has no right to object to any
activity reserved by Franchisor.

1.9 TFranchisor, 4h its sole discretion, reserves the right to
approve exceptions: or deviations from the System. Franchisee
acknowledges it has no right to object to variances granted to others
and to claim against Franchiser for failing to enforce standakds of
the System against other Tom N Toms franchisees.

ARTICLE IT
DEVELOPMENT AND OPENING OF THE COFFEEHOUSE AND TERRITORY

Lease of Coffeehouse Premises:

2.1 Franchisor shall have the right, in its sole discretion, to
require:

A. Franchisee to exectte-.-a Site Location Addendum in the
form attached as Exhibit ™D” to this Agreement;
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B. Franchisee to conditienally assign such lease to
Franchisor (with the <consent of the lessor, if required) by
conditional lease assignment provisiens in the fofm attached as
Exhibit “C” to this Agreement in order to secure performance of .any

and all of Franchisee’s liabilities and obligations to Eranchisor; or

C. That such leasé contain substantially the following
provisions:
1. “Anything centainéd in this léase to the contrary

notwithstanding, Lessor agrees that without its consent, this lease
and the vright, title and interest of the Lessee hereunder may be
assigned by the Lessee to Tom N Tems Franchise, LLC, or its designee.”

2. “Lessee agrees that Lessor may, upon the written
reguest ©f Tom N Toms Franchise; LLEC, disclose to Tom N Toms Franchise,
LLC all reports, informatior or data in Lessor’s possession respecting
sales made in, upon or from the leased premises.”

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

Lesseée) of any default by Lessee under the lease, and Tom N Toms

Franchise, LLC shall have the right, in its sole disgretion! to cure

any such default. Such notice shall be seént to Tom N 'Toms Franchise;

LIC at 4its headguarters, or such other address as Tom N Tems Franchise,
LLC may frof time to time specify in writing te Lessor.”

2.2 Franchisof shall have the right to approve the terms of any
sublease or leasé for the premises of the Coffeehouse. If Franchisor.
cures any default by Franchisee under such lease, thé total amount of
all costs and payments incurfed by Franchisor in effecting such cure
shall be immedidtely due and owing by Eranchisee to FEranchisor.

2.3 Franchisee’s execution of a lease or sublease for the
locatien for Frahchiseé’”s Coffeehouse shall constitute acceptance by
Franchisee of such location and site and the terms of such lease and
shall constitute a waiver of any cldim or rights against Franchisor
relating to Franchisee’s choice of such site and location, and of the
terms of such sublease or lease.

Development of CoffeehoUse:

2.4 Franchisor will furnish o Franchisee prototype or proto-
style plans and .sPecificatbgns for a Coffeehouse reflecting
Franchisor’s requirements for dimensions, exterior design, interior
design and layout, image, building materials, fixtures, equipment,
furniture, signs arid decor.

2.5 Within one hundred eighty (180) days after obtaining
posSession of the premises .6f the Cofféeehouse .and having been
furnished with the above~déscribed plans and specificatioens,

Franchisee will do or cause to be done the following:

J5.
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A. Secure all fihancing required to fully develop the
Coffeehouse;

B. Prepare, at Franchisee’s expense, and submit to
Franchisor for approeval (which approval may be granted or Withheld at
Franchisoetr’s sole discretion) any  proposed modifications to

Franchisor’s prototype or proto-style plans and specifications, which
may be modified only to 'the extent necessary to comply with applicable
ordinances, building codes, permit reguirements and lease or deed
réquirements and restrictions, all such modifications being subject to
prior notification to, and approval by, Franchisory

C. Obtain all required building, utility,; sign, health,
sanitation and businesS permits and licenses, and any octhér redquired
permits and licenses,;

D. Construct. all required improvements 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 ikems, Products, -4ingredients .and other products and
supplies required for the opening of the Coffeehouse.

2.6. Franchisee shall uSe Franchisee’s best efforts to complete
development and have the Coffeehouse ready to open within two hundred
forty (240) days after Franchisee obtains possession of the premises.
A)1 activities, including without 1limitation, (1) obtaining bids and
concluding .a contract. with a suitable general contractor -or
econtractors for the construction of the Coffeehouse; (2) obtaining
bids and concluding orders £or the signs, fixtures, furnishings,
equipment and operating supplies and materials; (3) making all
decisions cencerning the construction, furnishing, equipping and
staffing of the Coffeehouse; (4)'marﬂtaining a current and complete
accounting of the costs of .development of ‘the Coffeehouse; and
(5) supervising the construction, furnishing, equippinq and staffing
of the Coffeehouse, shall be performed by Franchisee in the time
frames necessary to complete the development of ‘the Coffeehouse on
schedule. All final decisions concerning the development. of the
Coffeehouse which are discretionary and not dictated by Franchisor’s
written specifications shall be made by Franchisee. Within a
reasonable time after the completion of development, a final
accounting o6f all costs of development of the Coffeéhouse, along with
copies of all contracts, lien waivers, other paid receipts and
equipment warranties, shall be provided by Franchisee to Franchisor
when requested. Franchisee may, at Franchisee’s option, purchasé or
lease equipment for the Cofifeehouse. *
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Fixtures, Equipment, Furniture and Signs:

2.7 Franchisee will use, ih the construction and operation of
the Coffeehousé, only those brands, types or models of construction
and decorating“ materials, fixtures, equipment, furniture and signs
that Eranchisor has approved for Coffeehodses a8 meeting its
specifications and standards for gquality, design, appearance; function
and performarce. Franchisee further agrees to place or display at the
premises of the Coffeechouse only such signs, emblems, lettering, logos
and display materials that are from timé to time approved in writing
by Franchisozr.. Franchisée may purchase approved types or models of
construction and decorating materials, fixtures, equipment, furniture
and signs from any supplier approved or designated by Franchisor
(which may include Franchisor and/or its affiliates), which appkoval
may not be unreasonably withheld. If Franchisee proposes to purchase
any type or model of constructien or decorating material; fixture,
equipment,; furniture or sighn net then approved by Franchisor, and/or
any such item frém .any supplier which is not then .approved by
Frénehiser, Franchisee shall first notify Franchisor in Writing‘ and
shall submit to Franchisor sufficient specifications, photographs,
drawings and/or other information or samples for a determination by
Franchisor of whether such brand or type of construction or decorating
material, fixture, equipment, <furniture or sign complies with its
specifications and standards. Franchisor may, in its sole discretioen,
refuse to approve any such item(s) and/or supplier(s) that does not
meet Franchisor’s standards or specifications.

Coffeehouse Opening:

2.8 Franchisee will not open the Coffeehouse for business
until:

A. Franchiser determines that the Coffeehouse has been
constructed and equipped in accordance with approved plans and
specificatioéns;

B. Franchisee and Franchisee’s manager(s) have completed
training té6 Eranchisor’”s reasonable satisfaction:

) “C,» The Tnitial Franchise Fee and all other amounts due to
Franchisor unde¥ this Agreement and any other relateéd agreenients to
which Franchisee is a party have been paid;

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

other ewvidence of insurance ceverage as Franchisor reguests; .and

) E. Franchisee has completed wall preparations for ‘the
opening of the Coffeehouse, as reasonably determined by Franchisor.

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

7,
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the date Franchisee’s lease or sublease is executed: Final approval
by Franchiser of the opening of the Coffeehouse shall beé given in
writihg and shall be in Franchiser’'s  feasonable: discretion.
Franchisee will open the Coffechouse for business within ten (10) days
after receipt of such written notice from Franchisor.

Relocation of Coffeehouse:

2.10 If Franchisee’s lease or sublease for the préemises of the
Coffeehouse terminates without fault of Franchisee, or if the: premises
are damaged, condemried or otheérwise unusable; or if in tHé reasonable
judgment of Franchisor and Franchisee there is a change in the
character of the location of the Coffechouse sufficiently detrimental
to its business petential to warrant +its relocation, Franchiser shall
grant permission £6 Franchisee for relocation of the Coffeeshouse to a
location approved by Franchisor. Any sich releécation -shall be at
Franchisee’s sole -expense, and Franchisor shall have the right to
charge Franchisee for costs and expenses incurred by Franchiser in
conneétion with any relocation.

2.11 In the evéent 6f a relocation of the Coffeehouse, Franchisee
shall promptly remove from the Ffirst Coffeehousé premises, -and
discontinue using for any purposes, 4any and all signs; fixtures,
furniture, posters, furnishings, equipment, menus, advertising
materials, Stationery supplies; forms .and other articles which display

any of the Marks or any distinetive features or designs associated
with Tom N Toms <Coffeéehouses. Furthermore, Franchisee shall, at

Franchisee’s expense, immediately make such changes, fodifications or

alterations as may be necessary to distinguish the first location

clearly from its former appearance and from other Tom N Toms
Coffeehouses and fto preévent any possibility of confusion of the first
location with a Tom N Toms Coffechouse by the public (including,

without limitation, removal of all distinctive physical and ‘structural

features identifying Tom N Toms Coffeehouses and removal of all

distinective signs and emblems). Franchisee shall, &at Franchisee’s

expénse, make such specific additional changés as Franchisor may
reasonably request for this putposé. If Franchisee falls t¢ initiate

immediately ot complete §u6h\alﬁerations within such period of time as

Franchisor deéems appropriate, Franchisee agrees that Franchisor or its
designated agents may enter the premises of the first location and
adjacent areas at any time to make such alterations, at Franchisee’s
sole risk and eXxpense, without responsibility for any actual or
consequential damages to the property of Franchisee or others, and
without liability for ‘trespass or other tort or .criminal act.
Franchisee expressly acknowledges that Franchisee’s failuré to make
such altef¥ations will <cause .irrepatrable injuryr to Franchisor, and
consents to entry, at Eranchisee’s éxpéense, of an ex-parte order by a
court of competent jutisdiction authorizing Franchiser or its agents
to take such action, if Franchisor seeks such an order. Compliance
with. the foregoing shall be a tonditien subseqguent to Franchisor's
approval w©of any reloecation réquest by Eranchisee, and in the eveént
complete de-identification of the first Coffeehouse premises is not

8
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promptly and completely undertaken, Franchiser may thén revoke its

" permission for relocatien and declaré a default under this BAgreement

pursuant to Article XVIT below.

ARTICLE III
PROPRIETARY MARKS AND GOODWILL

3.1 When used in this BAgreement, “Marks” mean the trademarks
and service marks; including but not limited to “Tom N Toms” and “Tom
N Toms Coffee”, which are used tdé identify Tom N Toms Coffeehouses and
to. dlstlngulsh it from that of any other business, and the tradem@rks,
sérvice marks; trade names, logos d@nd commercial symbols as may be
designated by Franchisor from time to time for use +in connection with
the System.

3.2 Franchisee is authorized to wuse the Marks, goodwill and
trade secrets in the dperation of the Coffeehouse only at thé location
specified in Article I. Nothing in this Agreement shall be construed
as authorizing or permitting their wuse at any other location or for
any othetr purpose excépt 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 désignated by Franchisor as being withdrawn £rom use,
togéther with those which may hereafter be designated by Franchisor in
writing. Franchisee expressly unders3tdnds and agrees that Franchisee

will not ¥Yepresent in any manner that Franchisee has aéquired any

ownership or equitable rights in any of Franchisor’s Matks by virtue
of the limited license granted hereunder, or by Vvirtue of Franchisee’s
use of any of the Marks.

exclusive licensee of all of the Marks, goodwill and trade secrets,
and that Franchiseé shall not register or attempt te register the

3.3 Franchisee acknowledges that Franchisor is the sole .and

Marks or to assert any rights in them otHer than as spécifically

granted in this Agreement.

3.4 At Franchisor’s request, Franchisee shall assign, transfer
or convey to Franchisor, in writing, all additional rights, if any,
that may be acquired by Franchisee as a result of Franchisee’s use of
Marks.

3.5 Franchisee shall only use the Marks, logos; trade styles,
color combihatioﬁs, designs, signs, symbols and slogans of Franchisor,
and only in ‘the manner and to the extent specifically permitted by
this Agreement or in any manuals, diregétives or memos (collectively
referred to below as ™“Confidehtial Operations Manuals”) prepared Dby:
Franchisor. Franchisee shall not use any confusingly similar Marks in

Connection with its franchise or any othér business in which it has an

interest.
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3.6 FEranchisor reserves the right to approve all signs, memos,
stationery, business cards, advertising material forms and all other
objects and supplies using Franchisor’s Marks. All advertising,
publicity, point of sale matérials, signs; decorations, furnishings,
Equipment,ror other materials using the Marks shall. comply with this
Agreément. and the Confidential Operations Manuals, and Franchisee
shall obtain Franchiser’s approval prier to 'such use.

3.7 If at any time, Franchisor in its Sole discretion, decides
to modify or discontinue use of any Mark and/or to adopt or use one or
more additional or substitute proprietary marks, then Franchisee shall
comply with any such instruction by Frahchiser. In such event and at
Franchisor’ss direection, Franchisee; shall adopt, use and display only
such new of modified Marks, and shall promptly discontinue the use and
display of outmeded or superseded marks, at Franchisee’s expense.
Franchisee waives any claim arising from or relating to any
proprietary mark change, modification or substitution. Franchiser
will net be liable to Franchisee for any expenses, lossés or damages
sustained by Franchisee as a result of any preprietary mark addition,

modification, substitution or discontinuation. Franchisee will mot

commence or Jjoin 4in any Jlitigation or other proceeding against
Franchiser for any of these expenses, losses or damages.

3.8 Upen the expiration, termination or non-renewal of this

Agreemerit, Franchisee shall immediately cease using Franchisoer’s
Marks, celor combinations, designs, symbels or slogans; and Franchisee

shall execute such documents and take such action as Franchisor may
deem necessary or appropriate to evidence this faet. After ‘the
effective date of expiration, termination &r non-renewal, Franchisee
shall not represent or imply that Franchisee 1is associated with
Franchisoer. To this end, Franchisee irrevocably appoints Franchisor
oY ibs nominee to be Franchisee’s attorney—ih4fact to execute, on
Franchisee’s behalf, any document or perform any legal act necessary

to protect Franchisoer’s Marks from unauthorized use. Franchisee

acknowlques and .agrees that the wunauthorizéd wuse of Franchisor’s
Marks will result in irreparable harm 6 Franchisor, <for which
Franchisor may obtain injunctive relief, monetary damages, reasonable

attorneys’ fées and costs.

3.9 Franchisee shall immediately mnotify Franchisor of any
apparent infringement of or challenge to Franchisee's ise of the
Marks, or anhy claim, demand, or suit based upon or arising from the
unauthorized use of, or any attémpt by any other persomn, firm, or
corperation to use, without authorization, er any infringement of or
challenge to, any of Franchisor’s Marks. Franchisee will immediately
notify Franchisor of any other claim, demand or litigation instituted
by any person, firm, corporation or governmental -entity adgainst
Franchisot or Franchisee.

3:10 Franchisor shall undértake the defense or prosecution of

“any litigation eoncerning Franchisee that <Telates to any of

10
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Franchisor’s Marks or that, in Franchisor’s judgment, may affect the
goodwill of the System; and Franchisor may, in such ecircumstances,
uhdertake. any other action which it deems appropriate. Franchisor
shall have sole and compilete discretrien in the conduct of any defense,
prosecution or other action it chooses to undertake. Franchisee shall
execute those documents and perform ‘those acts, which in the opinion
of TFranchisor, are necessary fot the defénse or prosecution of the
litigationi or for such other action as Franchisor may undertake.

3.11 In order to develop and maintain high uniform standards of
quality and service and to protect the reputation and goodwill of
Franchiser, Franchisee will do business and advertisé using énly the
Marks designated by Franchisor. Franchisee shall not do business or
advertise using any other mname. Franchisee is net authorized to, and
shall not, use the name “Tom N Toms” or “Tom N Toms Coffee” by itself,
as a part of the legal name of &any corpokation, partnership,
proprietorship or other business entity to which Franchisee 1is
associated, or with a bank aecount, trade account or in any Llegal or
financial connecection.

3.12 In Jrder to préserve the validity and integrity of
Franchiser’s Marks, and to assure that Frarchiseé is propérly
employing them in the operation of Franchisee’s business, Franchisor
and its agents shall have the right at all reasonable times to inspect
Franchisée’s busihess, financial books and records, and operations.
Franchisée shall cooperate with. and assist Franchisor¥’s represertative
in such inspection.

3.13 Franchisee shall be required to affix the ™ or ® symbol
wpon all advertising, publicity, signs, decorations, furnishings,
equipment or other printed oF graphic material employing the words
“Tom N Toms” or “Tom N Toms Coffee” or any other of Frahchisor’s
Marks, whether presently existing or developed ih the future.

3.14 Franchisee acknowledges that it does not have any right to
deny thée wuse of Franchisor”s Marks *to any other franchisees.
Franchisee shall execute all docufents and take such actien as
Franchisor may reguest to allow Franchisor or other franchisees to
have full use of the Marks.

3.15 TIf, during the term of this Agreement, there is a claim of
prior use of any of Franchisor’s Marks in the area ih which Franchisee
is~dqing business, Franchisee, at Franéhisor’s discretion; shall use
Franchisor”s Marks in suchH & way to avoid a continuing conflict.

3.16 Franchisor shall indemniﬁy- Franchisee against, and
reimburse Franchisee for, all 'damages for which Franchisee is held
liable 4in any proceedihg in which Franchisee’/s use of amny Mark
pursuant t6é and in compliance with this Agdgreemeént 1s held to
conistitute trademark infringement, unfair competition or dilution, and
for all costs reascnably incurred by Franchisee in the defense of any
such claim brought against Franchisee or in any such ‘progeédings in
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which. he is named as a party, provided that Franchisee has timely
notified Franchiser of suéh claim or proceedings, has otherwise
complied with this Agreement, and has tendered complete c¢ontrél of the
defense of such to Franchisor. Tf Fratichisor defemnds such claim,
Franchiser shall have ng obligation to indemnify or reimbirse
Franchisee with respeck to any fees or disbursements of any attorney
rétained by Franchisee.

3.17 During the term of this Agreement and any ténewal or
extension hereof, Franchisee shall idenﬁﬁfy‘itseif as the owner of the
Coffeehouse in conjunction with any use of the Marks, including, but
net limited ‘'to, ©n invoices; order forms, «receipts, business
stationery, contracts with all third parties or entities, as well as
the display of such notices in such content and form at such
canspicudus.IOQations as Pranchisor may desighate in writing.

ARTICLE IV
TERM AND RENEWAL

4.1 Except\a§ otherwisé provided in this Agreement, the .initial
term of this franchise (the “Initial Term”) shall be for ten {(10)
yea¥s from the date of execution of this Agreement.

4.2 Subject to the conditions specified in Section 4.3 below,
Franchisée shall have the right to renew this Adréement for a period
of ten (10) years from the date of thé expiration of the Initial Term.

4.3 Franchisee’s right of renewal pursuant to Section 4.2 above
shall be subject to the following cenditions precedent.:

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

B. Franchisee shall not be 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 corporatien, and Franchisee has substantially
complied with all of the tefms .and conditions ©of such agreeménts
during their terms;

C. Franchisee shall have served notice of its intention
to exercise its right of ¥Fenewal not less than twelve (12) months nor
more than eighiteen (18) months prior to the expiration o¢f the Initial
Term;

D. ;Ep@ncnisee shall have effected the improvements. to
Franchisee”s <Coffeehouse and its operations requireéd by FEranchisor
pursuant to Section 4.4 below;

12
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E. Franchisee has satisfied all monétary obligations due
and owing to FEranchisor, any subsidiary of FEranchisor and/or any
affiliated corporations of Franchisor, and Franchiseeé has timely met
these obligations threughout thHe term of this Agreement and any other
agreement 4in effect between .Franchisor and Franchisee, and any
renéwals thereof;

F. Franchisee shall execute, upon renewal, Franchisor’s
then-current form of Franchise Agreement; which -agreement shall
supersede this &Agreement in all respects and terms, and which may
differ from the terms: of this 'Agféement, including, withoeut
limitation, a higher royalty fee and higher advertising eontributioen;

G. Franchisee shall executé a general release, in a forn
prescribed by Franchisor, on any and all claims against Eranchisoz,
any subsidiary of Eranchisor and/or affiliated corporation of
Franchisor, and their respective office¥s, directors, agents and
employees;

H. Franchisee Shall comply with Franchisor’s then-current
reasonablezqualifieatiqn and training requirements; and

I Franchisee shall remit t& Franchiser & renewal fee
equal to oene-half (1/2) of thé then-current Initial Franchise Fee in
effect at the time o6f renewal:

4.4 Within three (3) months of the receipt of a notice to renew
from Franchiseé pursuarit to Section 4.3 hereof, Franchisor shall
complete a  renewal report specifying the modifigcations and
improvements and vrepairs, 1if  any, Freduired by Franchisor and which
Franchisee must make to Franchisee’s GCoffeehouse which must 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 remodeling,

decoration and structural changes required by Franchiser shall hét
exceed $70,000.

4.5 Franchisor expréssly reserves the right to deny
Franchisee’s rénewal in the event that Franchisee abandons
Franchisee’s Coffeehouse and Franchisee ceases to opérate and maintain
Franchisee’s Coffeehouse 1in actordance with ‘the terms of this
Agreement.

4.6 In the event Fraichisee shall continues to operate
Franchisee’s Coffeehouse following the expiration, terminatioh or non-
renewal of this Agreement. for any reason, with the expréss or implied
cdonsent of Franchisor, such continuation shall be c¢onstrued to be .an
extension of the term of this Agréement only from month-to-month,
terminable by either party on no more than thirty (30) days” notice to
the other party and otherwise in. accordance with all of the:provisions
of this Agreement.
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ARTICLE V
INITIAL AND CONTINUING FEES PAYABLE TO FRANCHISOR

5.1 In consideration of thé execution of this Agreement and
Franchiser’s granting to Franchisee the franchise covered hereby,
Franchisee agrées to pay to Franchisor an Initial Franchise Fee of
Thirty Thousand Dollars ($30,000.00) f(the "“Initial Franchise Fee”y,
payable upon the execution of this Agreement, which sum shall be
deemed fully earned by Franchiser upon receipt theréof and is non-
refundable, except as may be sét forth in this Agreement:

5.2 In consideration ©of this franchise granted by this
Agreement, the services to be provided by Franchisor, the right to
prepare and sell the Products to the general public, and for the wuse
of the Marks dufing the Initial Term and any subséquent renewals,
Franchisee shall pay to Franchisor, in addition to the Initial
Franchise Fee, a royalty fee equal to 4.0% of the gross sales
generated by, <frYom, or through Franchisee’s GCoffeéhouse (“Royalty
Fee’) .,

5.3 For the purposes of determinhing the royalties to be -paid,
“Gross Sales” shall mean the total selling price of all services and
products and all incomé of every other kind and nature related to the
Coffeehouse (including, without limitation, income related té6 catering
and, delivery .activities, and any saleés or orders of beverage/food
products or preparatign.‘serviCes'~provided‘ from or related to the
Coffeehouse), whether for cash or credit and regardless of c¢ollection
in the case of éredit. In the event of a cash Shortage, the amount of
Gross ‘Sales shall be determined based of the records of the electronic
cash register system and any cash shortage shall not be considered in
the determingticon. Gross Sales shall not include the following:

A. Receipts from the O&peration of any public telephone
installed in the Coffeeliouse, or products . from wvending mnachines
located at the Coffeehouse, except for any amount representing
Franchisee’s share of such revendes:;

B. Siifis representing sales taxes collected directly from
customers, based wupon present or future laws of federal; state or
local governments, collected by Franchisee in the operation of the
Coffeehouse, and any other tax, ‘excise or duty which is levied or
assessed agaimst Franchisee by any .federal, state, municipal or local
authority, based on sales of specific méfchandise sold at or frem the
Coffeehouse,; provided that such taxes are actually transmitted to the
appropriaté taxing authority:

C. Returns toe shippens or manufacturers; and
D. Proceeds from ,isolatéd sales of trade fixtures not

constituting any part of Franchisee’s products and services offered
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for resale at the Coffeechouse ner having any material effeect upon the
ongoing operation of the Coffeehouse required under thi's Agreemerit.

5.3.1 Franchisor may, from time to time; authorize, in
writing, certain other items to be excluded from Gross Sales. Any
such permission may be revoked or withdrawn at any fime in writing by
Franchisor :im its discretion. In addition to the foregoing, the
following are included within the definition of “Gross Sales”
described except as noted belows

(1) The full value of meals furnished to Eranchisee’s
employees as an incident to their employment, except that the value of
any discounts extended ‘te such emplo§ees‘may be credited against Gross
Sales during the reporting week in which the meals were furnished for
the purpese of determining the amount of Gtoss Salés upon which the
Royalty Fee is due; and

(2) RAll proceeds from the sale of coupoens, gift
certificates or vouchers; provided that at thé time such coupons;
gifts certificates or wouchers are redeemed the retail price thereof
may be credited against Gross. Sales during the teporting week in which
such coupon, gift certificate or voucher is redeemed for the purpose
of determining the amount of Gross Sales upon which the Royalty Fee is
due.

5.4 Royalty Fees are duée and payable on the Wednesday of each
week (“Payment Date”), trelating to the week ending on the preceding
Sunday. FEranchisee shall remit Royalty Fees, Advertising Feés and any
othér monies owed to Franchisor under this Ag¥eemént via electronic
funds transfer or -other comparable means-. Franchisee shall comply
with the procedirés established by Franchisor and/or to perform sich
acts and deliver and execute the Authorization to Honor Charges Drawn
By and Payable To Tom N Toms Franchise, LLC including Checks and
Electronic Transfers {(Exhibit “H”) and any other documents as‘may'be
necessary to assist in or accomplish such electronié meéthoéd 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 sérvice charge applied by Franchisor and ‘the
bank, 1if any. Franchisee shall, at all times throughout the term of
this Ag;eeméntr maintain & minimum balance of Five Thousard Dellars
($5,000.00) in Franchisee’s bank aécount against which such electronic
funds transfers shall be diawn for the Coffeehouse opetated under this
Agreement. ’

5.5 'Royalty Fees or any and all other payments provided for in
this Agreement not received by Franchisor within thrée (3) days of the
Payment Date shall be subject to interest on a daily basis at a rate
equal to two perceht (2%) per month, or the then highest legal rate,
whichever is less.
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5.6 Acceptance by Franchisor .0f 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 respect té the accuracy of
such payment until two (2) years after ‘the effective date of
terminatien or non-renewal of this Agreement. Acceptance of any
payment on account of Royalty Eees or any &and &dll other payments
provided for in this Agreement does mnot constitute any waiver of
Franchisor’s rights undér Article XVIII below.

5.7 Payment Security Depesit_ To secure Franchisee’s Zfuture

payment obligatioris fer edguipment, products: and/for materials that

Franchisee purchases from Franchisor or Eranchisor’s affiliates as

well as any other amounts due te Franéhiser or Franchisor’s affiliates,

Franchisee is required to deposit $10,000 with Franchisor on signing
the lease. Eranchisee .acknowledges that Franchisér can, at its sole
discretion, apply all or portions of this deposit to pay amounts not

paid as and when due from Franchisee. Franchisor is also authorized

to deduct fees from this deposit for any damages Franchisor incurs
from Franchisee’s breach of any agreement signeéd with Franchisor. If
Franchisor actually deducts any: aﬁount from this depoesit, Franchisor
shall promptly notify Franchisee in writing at which time Franchisee
must replenish the deposit back te $10,000. Franchisor shall refund
the balance of any payment secu¥ity deposit, without any interest,

within seven (7) days from thée termination or expiration of this

Agreement.,

5.8 Franchisee's obligations for the full and timely payment of
the Royalty Fees and all other amounts provided for in this'Agreement
shall be absolute, unconditional and fully earned by Franchisor,
except in those instances whlieré Eranchisor is in breach under this
Agreement and has failed to cure such breach although obligated té do
so. Frafichisee shall not delay or withhold the payment of all or any
part of the fees for any reason, put the fees in escrow, or set-off
same against any and all claims or alleged claims Franchisée may
allege against Franchisor.

ARTICLE VI
TRAINING AND COMMENCEMENT OF BUSINESS

6.1 During  the time peried prior te starting construction of
Franchisee’s Coffeehouse, but not leéss than one '‘month prior thereto,
Franchisee shall attend Franchisor’s initial ‘training prégram, which
shall be c¢onducted at Franchisor's headquarters in Les Angeles,
California or at another location designated by Franchisor, and
complete: the training program te Franchisor’s: satisfaction. Franchisee
shall Dbe responsible for <all trawel and living expenses which
Eranchisee and Franchisee”s =manager dincur ih connection with the

initial training program, Dq@ihg the training program, Franchisee
shall receive instruction, training and education in the opeération of
the Coffeehouse and indoctrination into the System. Such training
|
16

Page 86 0f 233



pregram ishall include, but not be limited to, ihstructing Franchisee
in the preparation and sale of Franchisee’s proprietary Menu Items,
the Products and quality control techniques and procedures.

6.2 Franchisee shall attend such periodic refresher and
supplemental training programs or meetings at such 1locations as
Franchisor may from time to time direct. All expensés of Franchisee
incurred in cennection with atténdance at any such refresher or

Ftranchisee..

6.3 At all times -during the term of this Agreement or any
renewal thereof; Franchisee shall have a supérvisor managing the
operation of the Cof feehouse whe has  successfully conpleteéd
Franchisor’s trainihg program and is able to operate the Coffeehouse
in accotdance with this Agreement and Franchisor’s standards.

ARTICLE VII
OBLIGATIONS OF FRANCHISOR

7.1 In order to assist Franchisee in constructing Franchisee’s
Cofféehouse, Franchisor shall furnish teo Franchisee a set of prototype
or proto-style plans and specifications for a typical Coffeehouse,
including requirements for exterior and interior design, layout,
equipment and sign placement and decor scheme, all as ircluded in the
System.

7.2 Franchisor shall assist Franchisee in Franchisee’s
selection of and contracting with appropriate atrchitects, engineers,
contractors, and subcentracters for construction of all .leasehold
improvements at Franchisée’s Coffeehouse in accerdance with the plans
and spe€¢ifications prepared by Franchisee’s architect.

7.3 Franchisor shall make available to Franchisee any further
asisistance +that Franchisor may deem 1s required, based on the
experience and judgment of Franhchisor, in pre-=opening, opening -and
initial business operation of Eranchisee’s teffeehousev ‘which
assistance shall conform to ‘that fuinished t& other existing
franchisees as further defined in the Gonfidential Operations Manual..
Franchisor shall have the right to determine the time or times at
which such assistance shall be available to Franchisee.

7.4 Franchisor shall make évailable- to Franchisee a .grand
opening advertisﬁhg;program and ongoing local marketing programs for
Franchisee’s use.

7.5 Franchisor shall maintain an advisory relationship with
Franchisee, including ongoing telephone consulfation to aid in the
proper. and effective operation of the Systém, the frequency and
duration of which shall be in the sole discretion of Franchisor in
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accordance with Confidéntial Operations Manual. Such operating
assistance‘may'consist.of'advicevand‘guidance with respect to:

A Methods and operating  procedures utilized Dby
Coffeehouses; )
B. Additional beverage and food products and services

authorized fotr sale by Coffeehcuses;

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

D. The establishment and operation of administrative,
bookkeeping, accounting, inventory -control, sales and general
operating precédures for proper operation of Coffeehouses.

7.6 Franchisor ot 1its designees or agents shall visit and
inspect, from time: to time, Franchisee’s Coffeehouse and evaluate the
Proper. execution ©of +the System, and c¢oéenfer with Franchisee and
Franchisee’s employees in order to assist in the proper business
operation of Franchisee’s Coffeechouse in accérdance with Confidential
Operations Manual. Franchisor or its desighieés or agents shall have
the absolute right te make inspections at such times and freguencies,
during no¥mal business hours, as FEranchisor may determine. Franchisee
will éééperate with Franchisor’s representatiVé in such inspections,
render such assistance to them vas"they' may reasonably request and
immediately correct any failure to comply with the System>and this
Agreement as brought to Franchisee’s attention by such representative.

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

7:8 In order to insure that the distinguishing characteristics
of the System are uniformly maintained, Franchisor may from time to
time establish standards for certain proprietary beverage/food items,
products, equipment, commodities and supplies to be used by Franchisee
in the execution of the ‘System and hay, in conjunction therewith,
develop new proprietary beverage/food items, products, programs and
develop new eguipment and new techniques which Franchisee shall be
required to use and/or purchasé in . the operation of Franchisee’s
Coffeehouse. The purchase of any new required equipment will net
materially increase the economic burden of FEranchisee.

7.9 Neither Franchisor’s approval of a specific location for
Franchisee’s Coffeehouse, nor any other service provided by Franchisor
pursuant. to this Article shall be deemed a representation, Warfanty or
judgment by Franchisor as ‘to the likely sSuccéss of Franchisee’s
Coffeehouse at such location or as to the relative desirability of
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such location in compafrison to others that might have been available
to Franchisee..

ARTICLE VIII
OBLIGATIONS AND DUTIES OF FRANCHISEE

8.1 Franchisee 5shall make any grand opening advertising
expenditurés as may be required by Franchisee’s landlord o6r by ‘the
terms of Franchisee’s lease or subléase.

8.2 Franchiseée or a designated and approved manager shall,
during the term of this Agreement and any renewal thereof, devote full
time, energy and best efforts to the  management, and operation of
Franchisee’s Coffechouse, except as otherwise approved in writing by
Franchisor, including; but net 1limited to, keeping the Cofféehouse
operating and open for Dbusiness at the times specified .in the
Confidential Opeiatioﬁs Manuals or as required by Franchisee’s lease
or sublease. .

8.3 At all timés, Franchisee shall maintain, at Franchisee’s
own expense the interior and exterior of Franchisee’s Coffeehousé and
all fixtures, furnishings, signs and egquipment in the highest degree
of cleanliness, orderliness, sanitation and repair, as determined by
Franchisor. Franchisee shall make no material alteration, additioen,
replacement or improvement in eor teé the interior or exterior of the

Coffeehouse without the prior written consent of Franchisor, except

that Franchisee shall be required to periedically renovate, refurbish
and wupdate FEranchisee’s Coffeehouse so that it is in substantial
conformity with Franchisor’s theh-cutrent Coffeehouse design; which
renovations shall hot place an excessive ‘econemic burdén on
Franchisee. Such equipment shall include, but not be limitéd to, a
computerized cash register system desigmated by Franchisor.

8.4 Froem time to time; Franchisee will 4&llew Eranchiser ¢to
obtain and take samples of ipgredients, products and supplies from
Franchisee's Coffeehouse for testing by FEranchisor in orxder to assure

‘that Franchisée complies with FEranchisor’s reasonable standards and

specifications.

8.5 Franchisee will maintain a high moral and ethical standard
in the operation and conduct of Franchisee!s <Coffeehouse so &as to
creaté and maintain goodwill among the publie foér thé name “Tom N
Toms” or “Tom N <Toms Coffee” and supervise and evaluate ‘the
performance of it§ staff to insure ‘that each renders competent,

efficient and quality service to the general public.

8.6 Franchiseé recogiiizes ‘that it is. essential to the proper
marketing of the Coffeehouse, and to the preservation and promotion of
its reputation and acceptance by the public at large, that standards
of quality Dbe maintained. As. part of the consideration for this
Agreement, Franchisée will at all times sell to retail custemers only,
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or offer for sale to retail customers oﬁly, only those products and
services that meet the reasonable specifications and standards from
time to timée approved in writing by Eranchiser, as petmitted under
this Agreement; and as permitted under the leasé or 'sublease. In
furtherance thereof, Franchisee shall be required to purchase only
from Franchisor or its designee any Trade Secret Food Preducts and
Proprietary System Assets, comprised of certain kitchen equipment. and
instruments which are proprietdry in nature and unique to the
Coffeehouse, that aré specified by Franchisor from time teo time.

8.7 In connection with the = operation of Eranchisee”’ s
Coffeehousé, Franchisee 1s required to purchase certain packaging
suppliés, wpaper goods and other product service items for the
preparation and service of the Products which bear any of the Marks
(“Branded Products”). In addition to the Trade Secret Food Products,
Franchisee shall be required to purchase from Franchisor, its designee
or Franchisor-approved vendor any Branded Products at then-current
prices established from timé to time. Franchisee is also required to
purchase ceértain types, models and brands of equipment, fixturés and
furniture, which are net specified as a Propiietary System Asset, as
provided in the Confidential Operations Manual (“System Items”) from
Franchisor, its designee or Eranchiser-approved vendor. In the event
that Franchisee desires to purchase any Branded Products or System
Items from sources 6ther than Franchisor, its designee: or Franchisor-
approved vendor, Franchisee shall so request in writing, specifying
the jtem or product FEranchisee desirés to purchase from another source
not already approved by Franchisor, ihcluding samples, specifications
and sufficient infermation on the source to enable Eranchisér to
determiné: whether the item or product meets with Frarichiser’s quality
dssurance requirements and specifications. Upon submission. of the
requested information to EIéﬂéhiSon, Franchisor 'shall conduct is
evaluation, taking iInto consideration ‘the product gquality, delivery
freguency and reliability, service standards. as well as financial
capability and credit of the identified supplier: Franchisor shall
charge a reasonable fee to Franchisee for conducting this evaluation.
Franchiser shall conduct its evaluation and adyise Franchisee in

writing of its decision,within:tﬁifty (30) days from the date on which

Franchisor received the réquested information and materials sufficient
to commence its evaluation. Franchisor and Franchisee acknowledge
that Franchisor has no obligation to approve ahy request for a new
supplier, product or item, but that Franchisor shall not unreasonably
withhold its approval in this process.

8.8 1In connection with the operation of Franchisee’s
Coffeehouse, Franchisee 1is required to purchase certain other

beverage/food products, beverages and other similar products and other

itens offered for consumption te the retail purchaser as set forth in

‘the Confidential Operations Marnual. Franchisee’ s obligation under this

Section 8.8 shall be satisfied so long .as Eranchisee purchases ‘the
stated products from sources of supplyiapproVed by Franchisor, subject

to the same meeting the strict specifications of Franchisor which may

be changed, modified or updated from time to time. Nothing in this
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Agreement shall be construed as an attempt toe unreaSonably limit the

'beverages, products and other 51m11ar 1tems_ Rathen, Franchlsor

intends that such items conform tg Franchisor’s strict standards and
strict. specifications of consistent quality and uniformity. Nothing
contained in this Agreement shall be deemed to require Franchisor to
approve an inordinate number of suppliers of d given item which, in
the reasonable judgment o&f Franchigotr, would rFesult in higher costs
generally to Franchisee or prevent effective and economical
supervision of suppliers by Franchisor. Requests for approval of
additional suppliers of non-Trade Secrét Food PBroducts or non-Branded
Products shall be in writing and shall contain such informatien as
Franchisor may .reasonably request. Franchisor shall charge a
reasonable fee to Franchisee for coénsidering requests for approval.
Franchisor shall, within thirty (30) days, notify Franchisee whether
©t not such proposed supplier is approwved. Franchisor may impose
limits on the number of suppliers for any beverage or food item used
or served by the Coffeehousé.

8.9 Franchisee acknowledges +that in putchasing or leasing
supplies, equipment and/or materials from Franchisor or from suppliers
approved By FErarichisotr, 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
'THE. EVENT OF ANY DEFECTS THEREIN.

8.10 Franchisee shall nét, during the term of this Agreement or
thereaftier, communicate, divulge, or use for the benefit of any other
person, persons,; partnership, assodidation or corporatien any
confidential information, knowledge;, recipes, beverage/food
preparatioh metheds, or know-how concerning thé me&thods of opefation
of the business franchised wunder this Agreement which may be
communicated to Franchisee, or of which Eranchisee may be apprised, by
virtue ©of Franchisee’s operation. under the terms of this Agreement.
Franchisee shall divulge such confidential infofrmation enly to such of
its employees as must have access to it in order to operate the
Coffeehouse. Any and all information, knowledge and, know-how, and
other data which FEranchisoer de51gnateé as confideéntial, shall be
deemed confidential for ‘purposes of this Agreement, except information
which Franchisee can demonstrate .came to .Franchisee’s attention prioet
to disclosure thereof by Franchisor; or ‘which, at the time of
disclosure by Franchiser to Franchisee, had become a part of the
public domain, through publication or communicatien by others; or
which, after disclosure to Franchisee by Franchlsor, becomes a part of
the public domain; through publicatien. ot communication by others.

8.11 Franchisee shall only sell or offer for sale such products
as described in the prime lease, and Franchisee must obtain
Eranchisor’s written approval fer all contemplated menu changes and

21

Pagei91 of 233



all additions to and/or deletions of items so6ld in Franchisee’s
Cof feehouse,

8:12 Franchisee shall comply wikth a1l the terms, conditions,
requirements, covenants and agreements set forth in this Agreement,
and any renewals thereof, and supply Franchiisor with such iAfeormation
(in addition to that otherwise provided for in this Agreement) as may
be reasonably requested by Franchisor.

8.13 Franchisee shall use & standard menii and menu format as
required by Franchiseor. Eranchisee fiay employ any reputable printer to
repradice. Franchisee’.s menus using Franchisor’s fo¥mat and
specifications. This provision shall not constitute a licemse of any
copyright or trademark to the prosSpective printer of such menus. Any
changes in the ménu used at the Coffeehouse shall be approved in
writing by Franchisor prior to use. at Eranchiser’s discréetion the
standa¥d 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, federal income taxes, sales
taxes,'unemployment taxes and all indebtedness to Franchisér ihcurred
by Franchisee in the conduct of the business 1Llicénsed by this
Agreement.

8.15 Franchisee shall comply with all federal, state and lecal
laws, rules and regulations, and shall timely obtain any and all

permits, certificates, or licerisés necessary for the full and. proper

conduct of the busihess licensed by ‘this Agreement, including, without

limitation, operation. licenses, licenses ‘t6 do businéss and fictitious
name registration.

8.16 Franchisee shall notify Franchisor, in writing, within five
(5) days of the commencement of any action, claim, suit or proceeding,

and of the issuance of any order, writ, injunction, swit or

proceeding, award or decree of any court, agency or other governmental
instrumentality which may adversely affect the operation or financial
condition of the Coffeéhouse.

8.17 Franchisee shall not pledge: Franchisor’s credit or bind
Franchisor to any obligation, ner shall it hold itself out as being
authorized to do s06. )

'8.18 Franchisee shall require all personnel -employed by
Franchisee to weat standard .related uniforms and attiré during
business hours in order to further enhance Franchisor’s product. and
format. Franchisee shall be permitted t0 purchase such uniforms -and
attire from marRufacturers or distributors approved by Franchisor,
which uniforms and attire must be in strict aecord with Franchisor’s
design and ether specifications.
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8.19 Franchisor and FranchiSee understand and agree that the
operation of the Coffechouse; maintenance -of its premises and
equipment, conduct and appearance of its persefinel, and the
preparation and sale of products therefrom are all regulated by
governmental statutes and régulations. To this end, Franchisee owes
an obligatioen to the patrons of Eranchisee’s (Coffeéehouse, FEranchisor,
and to Franchisee, to fully and faithfully coémply with all those
applicable governing authoritiés. I1f any product dispensed at
Franchisee’s Coffeéhouse evidences adulteration from the standards of
Franchisor’s Menu Items, or 4is in violation of applicable law or
regulations, or in the event such Jitems, premises, equipment,

personnel ©f o6peratién of the Coffeehouse fail to be maintained in

accordance with the governmental reguirements referred +to above,
Franchisee shall immediately neotify Franchisor and provide all
relevant information requested by Franchisor, ¢&lose Franchisee’s
Coffeehouse; terminhate selling operations at the Coffeehouse, déstroy
all contaminated or adulterated products and -eliminate the source
thereof, and remedy all unsaritary conditions present, ‘reopening for

business only aftéer Franchisor’s inspection a&nd provided that

labdratory analysis from samples obtained for that purpose by
Franchisor evidence a ¢omplianceé with the applicable. governmental
requirements and wWith the standards of Franchisor. If Franchisee or
any of FEranchisee’s .agents or employeés fails or refuses to comply
with all of the above remedial measures or in the event of any
repetition of any adulteration or palming off or failure of sanitation
in 'the Coffeehouse:

A. Franchigee shall pay the costs and expenses, ineludirng
attorneys’ fees, of both parties, incurred in enfercing the<prov131ons

of this Subsection or any provisien of this Franchise Agreement in

obtaining Franchisee’s compliance with the Agreement. Thg remedies
set forth in this paragraph are in addition to and»not in substitution.
for those set forth in Article XXIII of this Franchise Agreement.

B. In furtherance of the foregoing, Eranchisee must
submit ‘copies of all health, sanitatieon or dther régulatory agency

inspection reports to Eranch;son immedua;ely upen receipt thereof.

8.20 Franchisor may, from time ‘to time, conduct market research
and, testing to determine consumer trends and the salability of new

beverage/food products ahd services. Eranchisee will cooperate by

patticipating in Frfanchisor’s market research programs, test marketing
new beverage/food products and services in the Coffeehouse, and
providing Franchisor with timely reports and other relevant

information regarding such ‘market research. In cornnéction with any
such test marketing, Franchisee shall purchase a reasonable gquantity

of the tested products and effectively'pfomote and make a reasonable
effort to sell such products.

»8.21 Franchisee shall be absolutely prdhibited frem having any
vending machines, lottery games or games of chance, newspaper racks,
juke boxes, gum or candy machines, games, pinball machines, pay
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telephones, video games, &rides ‘or other mechanical or elec¢tronic

devices installed of operated at the Coffeehouse.

ARTICLE IX
ADVERTISING AND PROMOTIONAL ACTIVITIES

9.1 Recognizing the wvalue of marketing and the importarnce of
the standardization of promotions: and public¢ relations programs to the
furtherance of the goodwill and public image of the System and the
Marks, Franchisee will contribute to a system-wide advertising and
promotional fund (the “Fund”) on a weekly basis during the term of
this Agreement an amount FEranchisor determines that will not &xceed
two percent (2%) of Franchisee’s Gross Sales.

9.2 The Fund will be maintained and administered as follows:

9.2.1 Franchisee will contribute to& the FEund weekly by
electronic transfer (as specified in the ¢onfidential Operations
Manual) based on Franchisee's Gréss Sales for each preceding week.
During any period of business interruptien, Franchisee will continue
to make weekly contributions based on Franchisee’s average weekly
payment during the eight (8) week period immediately preceding the
period of business interruption.

9.2.2 Any Eranchisokr-owned 'Tom N Toms. Coffeehouses will make
contributiens to 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 approval over agencies,
spokespersons; creative cong¢épts, materials, and media placements and
allocations used in the programs. The Fund will eéstablish and
maintain an on=line presence. Franchisee agrées that the Fund is
intended to maximize general public reeégnitién and acceptance:. of the
Marks for ‘the beénefit of fthe System, and that Franchisor and its
designees undertake noé obligation in administering the Fund té make
expenditures for Franchisee that are equivdlerit or proportionate to
Franchisee’s contributions, wo©r +to ensure ‘that Franchisee ‘benefits
directly or pro rata from thé placement of advertising.

9.2.4Franchisee agrees that the Fund may be used to meet
the costs of researching, Preparing, fiaintaining, administering and
directing advertising and promotional materials and, ‘programs
(including the costs of preparing and condueting television, radios;
magazine, newspaper, direct mail and coupon advertising campaigns and
other wpublic relations activities; vemploying advertising -agenciesj
providing a toell-free number for prospective customers te call for
refexﬁal ‘puLposes; and providing promotional brechures and other
marketing materials to ‘franchisees in ‘the System). ALl sums
contributed te the Fund will be maintained in a separate account from
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Franchisor’s general funds and will net be used to defray Franchiser’s
general operating expenses, except for reasonable administrative costs
and ovérhead incurred in activities- related to the adiinistration or
direction of the Fund up to fifteen percent (15%).

9.2.5 If Franchisor spends less than the total of all
contributions to the Fund during any fiscal year, it has the right to
retain those contributiens for use in subsequent years. If Franchisor
spends more than the contributions accumulated in the Fund during any
fiscal year, 4t will have the right to receive from the Fund
reimbursement. or c¢redit during ‘the same or subsequent years to the
extent of the excess expenditure.

9.2.6 An uhaudited summary report on the operation of the
Fund ‘will be prepared annually and will be made available to
Ftanchisee o6n request ninety (90) to one Hundred twenty (120) days
after fiscal year end.

9.2.7 Although the Fund is intended o be of perpetual
duration; Eranchisor <retains the fight to terminate the Fund. 'The
Fund will not be terminated, however; until all contributioms have
been used for the purposes described above or returned to contributors
-on a pro rated basis.

9.2.8 Franchisee authorizes Franchiser to collect, for
rémission to the Fund, any advertising of prometional monies or
credits offered by ‘any supplier based upon Franchisee’s purchases. Any
advertising or promotional menies or credits Franchiser collects from
any supplier based upon Franchisee’s purchases will net be credited
toward Franchisee'’s required comtribution to the Fund.

9.2.9 Franchisor may establish amn advertising council of
franchisees. If established, the council will advise Franchisor on
advertising policies, and Franchisees will elect the members of the
council. The c¢ouhcil will be advisory and have no operational or
decisien-making power. The council will operate under its own by-
laws, but Franchisor will have the right to change or dissolve the
council.

9.3 Franchisee must obtaian and maintain a beld listing inm the
white pages directory (or equivalent) servicing Franchisee’s area
under the name “Tom N Toms” or “Tom N Toms Coffee” or any othér hame
designated by Franchisor. If othet Tom N Toems (Coffeehouses are
located nearby, Franchisee must participate in any local advertising
cooperative that Eranchiser establishes or causes to be formed, if
Franchisor requires Franchisee’s participation. Such participation
may involve, for example,. paying a pro ‘rata share of ‘the cost of
yellow pages advertising {br equivalent) placed on behalf of
Franchisee and othér Tom N Toms Coffeehouses. If mo other Tem N Toms
Coffeehouses are located nearby, Franchisee must maintain a display
advertisement; in a £orm Franchisotr specifies, in the local yellow
pages. directory (or equivalent): The cost of Franchisee’s whité pages
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and yellow pages advertising (or equivaleént) will be borne by
Franchisee. Franchisee may not solicit business. through the usé of an
800 f(or other toll-free) number, direct mail or othér advertising
method without Franchisor!s prier written consent.

9.4 Frarichiseé must submit to Franchisor, fox its approval, all
materials t6 be used for local adyvertising, unleéss they have been
approved before or they eonsist only of materials Eranchisor provided.

All materials containing the Marks must. include the designation

trademark ™, registered trademark ®, service mark , copyright ©, or
any other designation Franchisor specifies. If Franchisee doés not
receive written or oral disapproval of any materials submitted within
ten (10) vdays; from the date Franchisor receives the materials, the
materials are deemed approved. Franchisor may require Franchisee to
withdraw and/6r discontinue the use of any promotional materials or
advertising, even if previously approved. Franchisor must make this
" requirement in writing, and Franchisee will have five (5) days after
receipt of Franchiser’s notice to withdraw and/or discontinue use of
the materidls or advertising. Franchisee must include in any
significant'display‘advertisemenﬁ§,‘and in marketing materials for the
Coffeehouse, in conformanée with standards inm the <Confidential
Operations Manual, a notice that the Coffeehouse is indiwvidually owned
and operated. Subject to any leégal restriétions, Franchisee also must
display or make available, in the reception area of the Coffeehouse,
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 te and interest in each ‘telephone number and telephone
direetory listing used by Franchisee that is associated in any manner
with Franchisee’s Coffeehouse and/or with any Mark (“Telephone
Listing”) . Franchisee acknowledges and agrees that all goodwill
ardsing frém o6r in connection with the use ¢f each Telephone Listing
will inure to Franchisor’s benefit. PRromptly after ‘the expiration,
termination, repurchase or transfer of the frahchise, -and at
Franchisee’s own expense, Franchisee will mnotify all telephone
companies with whom Franchisee has any Telephone Listing and direct
them ‘to transfer the Telephone Listing to Franchisor or to any
person(s) Franachisor designates, .and Franchisee will éxecute any and
all documents necessary to complete ‘these transfer(s). Upen the

execution of this Agreement, Eranchisee will sign a telephone transfer

consent and authorizatioh, in a form substantially similar te Exhibit
G, granting Franchisor the authority teo change, transfer or terminate
Franchisée’s Telephone Listing(s) on Franchisee’s behalf. Franchisor
will use this authorizatioen only if Franchisee does not comply fully

with this Sectién 9.5 after the expiration, termination, repurchase or

transfer of the franchise.

9.6 Franchisee shall not maintain a World wWide Website or
otherwise maintain a presence or advertise on the Internet or ahy

other public computer netwotk in connection with the Coffechouse

without EranchisOr’s"Erﬂor written\-approvalw ‘WEiCh Pranchisor may
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withheld for any reason or for no reasen. Franchisee will submit to
Franchisor for approval befotre useé, true and correct printouts of all
Website pages Franchisee proposes to use in Franchisee's Websité in
connection with the Coffeehousse. Franchisee understands and agrees
that. Franchisor’s right of approval of all such Web materials is
necessitated by the fact that such Web materials will include and be
inextricably linked with Franchisor’s Marks. Franchisee may only use
material which Franchisor has approved. Franchisees Website shall
conforn to all of Franchisor’s Website requirements, whether set forth
it the <Confidential Operations Manuals or otheFwise. Franchisee
agrees to provide ‘all hyperlinks; or other 1links that Franchisor
requires. ITf Franéhisor grants approval for a Website, Franchisee may
néot; use any of the Marks at the site except as Frahchisor expressly

permits. Franchisee may mnot pest any of Franchisor's proprletary,

confidential or copyrighted material or information won Franchisee’s

Website without Franchisor’s prior written consent. If Franchisee
wishes to modify the approved site, all proposed modifications must

also receive Franchiser’s prior written approval. Franchisee
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 (1nqlud1ng, without limitation; video clips,
photographs, 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). Franchisee will 1list .on
Franchisee!s Website any Website maintained by Franchisor, and any

other informatien Franchisor requires in the manner Franchisor

dictates. Franchisee agrees to obtain Franchisor’s prior written
approval for any internet domain name and/or home page address. The
requirement for Franchisor”s prior written approval set forth in this

Section will apply to @all actiwvities on the Internet or other

communications network to bé conducted by Franchisee; except that
Franchisee may maintain one: or more E-mail addresses and may conduct
individual E~mail communication without Franchiser’s prior approval as
provided above if Eranchisee proposes to send advertising to multiple
addresses via E-mail. ’ ' ’

ARTICLE X
'REPORTS TO FRANCHISOR

10.1 Franchisee shall keép full, complete and accurate books and
acgounts 4n accerdance with generally accepted acéounting pr1nc1ples

and iIn accordance with the Systen, and Franchisee shall submit to
Franchisor:

A Concurrently with the payment of the Royalty Fees, on
a Tform supplied or approved by Franchisor, a signed and verified
statement of Gross sales in cash, credit and/or wother charges, and
when, Franchisee is tied into the computerized cash register system
such reports shall be transmitted electrénically;
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B. Within sixty (60) days after the close of each twelwe
(12y moenth perioed, an annual profit and loss statement for the
Coffeehouse for such year and a balance sheet for the Coffeehouse as
of the. end of such year, réviewed by an independent. certified public
accountant. Fraichisor may randomly select a franchisee or
franchisees who will be required to have an audited financial
statement. prepared by a certified public accountant selected by the
franchisee, but who shall be acceptable to Eranchisor, ‘which opinion

may be gualified only to the extent reasonably acceptable to

Franchisor;

C. Promptly when prepared, a copy of all of Franchisee’s
Federal, State .and Local tax retutns of any kind or nature; ‘and a
certificate from Franchiseé’s accountant that wall Social Security
payménts, taxes and fees required to be paid by Franchisee have been

'paid, and that there is no reason to believe that Franchisee’s

corporate status, if Franchisee is a corporation, has been impaired;
and

D. Such wother periedic forms and reports .as may be
reasonably prescribed by Franchisor.

10.2 Franchisee shall preserve, for a period of not less than
three (3) years,4rall accounting recérds .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 Franchisee  from Franchisee’s Coffeehouse in a
computerized <cash register of a type desighatéd by Franchisor, or on
any other machine or recording device recommended or approved in

advarnce: by Franc¢hisor.

10.4 In order to determine whether Franchisee is complying with
this Agreement, Franchisor or its designated agents shall have the
right, at any time during reasonable business hours, to examine, at
its expense; the books, records, cash control devices, income tax
returns, bank statenents, sales records of the Coffeehouse, ahd the
bocks and records of any cotporation or parthership which owns the
franchise. Franchisor shall also have the right, at any time, to have
an independent audit made of ‘the books of Eranchisee. If an
inspection @or -audit should reveal that Gross Sales and/or payments
have been wunderstated in any report to Franchisor by more than two
percent (2%), then Franchisee shall, upon fifteen (15) days’ hotice,
pay teo Franchisér the amount understated upon demand, and in addition
reimburse Franchisor for any and all costs and éxpenses connected with
the inspection or audit (including 'without 1limitation, reasonable
accounting and attorneys’ fees, travel expenses, room and board and
compensation of employees or agents of Franchisoxr). ‘The foregoing
remediés shall be in addition to any other remedies Franchisor may
have hereunder or under applicable laii.
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ARTICLE XI
CONFIDENTIAL OPERATIONS MANUAL:

11..1 Fraachisor shall lend to Franchisee a confidential.
operatiéns manual published by FEranchisor {the Yconfidential
Oberations Manual”) which shall dinclude, in part, the business
procedures, techrniical adviece and fules and regulations for operating
the business.

11.2 Franchisee acknowiedges,and.agrees that:
A The Confidential Operations Manual is, and shall

remain, the property of Franchisor throughout the term of this
Agreément, any renewal hereof and thereafter;

B. The Confidential Operations Manual contains
confidential information Wwhich Franchisee will protect as 4 trade

secret, and its loss will cause substantial damage to Franchisor: and
other franchisees, although the amounht of such loss would be
incalculable with any degree &f accuracy:

C. Franchisee shall not reprint or repréduce any portion
of the: Confidential OperatiQﬂSﬁManUal for any reason; and

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

11.3 Franchisor may redsonably add to or otherwise modify the
Confidential Operations Manual, from time to ‘time, whenever it
considers such additions. or modifications desirable 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 GCoéffee” name and Marks or to meet competition, provided
Such additions or modifications are system-widé in nature .and do not
substantially increase Franchisee'’s economic burden.

ARTICLE XII
INSURANCE.

12:1 Franchisee; at its sole cost and eXpeﬂSey shall obtain and
place with an insurer rated “AAA” in Best’s Directory who is
authorized to dé business in ‘the .state in which Franchisée’s
Coffeehouse is located, and to keep in full force and effect during
thé terms of this Agreement, insurance coverage on an “occurrence
basis” naming Franchisor, its officers, directors and shareholders and
any supplier oJf Products, and any designated primary and secondary
lessor as co-=insured’s (such insurarice policies referred to below
collectively as “Insurarnce”) as follows:
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A. Broad Form Comprehensive General Liability with limits
of no less than Twe Million Dollars ($2,000;000) in case of damage or
injury to oné or more persons, including indemnification coverage and
property damage insurance of Five Hundred Thousand Dollars ($500,000);
both of which shall be considered primary policies;

B ARll risk coverage on all personal property covering
Franchisee*s Coffeehouse and pkemisés and contents thereof, including,
without limitation, all supplies, inventory, fixtures, and equipment
and business interruption in amounts not Iléss than is5 sufficient to
meet the co-insurance pequirements Of FEranchisee’s policies, and which
business interruption insurance: covers at least six (6) months of
rent, royalties and advertising fees, and contain a replacement wvalue
endorsement in an amecunt not less than ninety percent (90%) of the
replacenent value thereof, and any loss shall be payable to Franchisor
and FEranchisee as their interests may appears -

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

D. Products Liability Insurance in an amount not less
than Twe Million Dollars ($2,000,000), which ©policy shall be
considered primary; and : .

E. Any other insurance coveragetas*reQuinedey the State,
Federal or local municipality in which the franchised premises are
located.

12.2 The insurance shall cover the acts or émissions of each and
every one of the persons who perform services. of @any nature at
Franchisee’s Cofféehouse, and shall protect against all acts of any
PEESONnS who patronize the Coffeehouse and shall contain a waiver of
subrogation against Franchisor.

12.3 Prior +to the opening of Franchisee’s Coffeéhouse,
Franchisée will deliver to Franchisor certificates of the Insurance,
together with the copies of the ‘actuyadl policies issued, and will
promptly pay all premiums thereon as and when the same become due.
All policies shall provide that they are . nen-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 obtain substitute cowverage in the case of cancellation:
Any cost thereof to Franchisor Shali. be. added to the Royalty Fees
otherwise payable to FEranchisor under ‘this Agreement, prdvided,
however, that same shall be due .and payabie' to Franchisor by

12.4 Franchisor reserves the right to demand that Fratichisee
obtain Insurance from time to time which is different in -coverage,
risks, amount or otherwise from the foregeing in order to protect
fully the ©parties having Jinsurable .iInterests in Franchisee’s
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Coffeehouse, provided such Thsurarnce is reasonably common in the area
for similar :operations.

12.5 Franchisee shall immediatély notify Franchisor, in writing,
of any aceidefts, injury, occurrence or claim that might give risé 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 wupon which Franchisee notifies Erancéhisee’s
insurance carrier.

ARTICLE XIII
RELATIONSHIP OF THE PARTIES; INDEMNIFICATION

13.1 The relationship between Franchisor and Franchisee 1is
strictly that of a franchiser and franchisée, and Franchisee shall be

deemed to be an independent contractor. This Agreement doés not
create a fiduciary relationship between ¥Franchisor and Franchisee,

joint venture; partnership, or agency, @and any act or omission of
either party shgll nét bihd of obligate the other except as expressly
set forth in this Agreement.

13.2 Franchisee recognizes that Franchisor has entered inte this

Agreement inh reliance upon and in recognition of the fact that

Franchiséeé will have full responsibility for the management .and
operation of the business, and that the amount of profit or Tloss
resulting from the operation of the business will be directly -and
solely attributable to the performance of Franchisee. '

13.3 Except as expressly granted in this Agreement, Franchisee
recognizes that nething contained im this Agreement shall be construed
as giviﬁg to Franchisee or to any .other person or éentity, any right or
interest in Franchiser’s names, Marks, trade -secrets; metheds,

procedures: or technigues developed by Franchisor and used in ‘the

System. Further, except as specifically set forth in Article I above,
nothing contained in this BAgreement shall be construed as limiting
Franchisor’s right, title or interest .in the “Tom N Toms” or “Tom N
Toms Coffee” name, Marks, trade secrets, methods, procedurés .and
techniques: which are a part of the System or Franchisor’s sole .and
exclusive right to register trade secrets, methods, procedures and
techniques.,

13.4 In all public records and prominently displayed in
Franchisee’s Coffeehouse and in Franchisee’s relationship with third
parties, as well as on letterheads and business forms, Franchisee
shall indicate clearly the independent ownership of Franchisee’s

Coffeehouse, and that the operations of same are separate and distinct

from the operation of Franchisor’s business. Franchisor shall have

the a&bsolute right to approve and/or supply any sign displays
containing the foregoing. '
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13.5 FEranchisor shall have no liability for .any sales; use,
excise, gross receipts, propéerty or other taxes, whether levied ‘upon
Franchisee, the Coffeehouse or Jits @assets, or upOn,jEranchiSGr in
connection with sales made, services performeéd or business conducted
by Franchisee. ’

13.6 Franchisee shall indemnify and hold Franchisor and its
subsidiaries, affiliates, stockholders, directors,. officers,
employeés, -agents and assignees ‘harmless against, and to reilmburse
them for any loss; liability, taxes or damages (actual or
consequential) and all reasonable ¢osts and expenses of defending any
claim brought against any of them or any action im which any of them
is mamed as a party (including, without Ilimitation, reasonable
accountants”’ ; attorneys’ and éxpert. witness fees, costs of
investigation and proof of facts; court costs, other litigation
expenses and travel and living expenses) which any of thém may suffer,
sustain or incur by reason of, arising from or in connection with
Franchisee"s ownership or operation, of the Coffeehouse, which is due
to Franchisee’s nedligence; breach of contract or other ¢ivil wrongs,
unless such loss, liability or damage is solely due to the negligence
of Franchisor (or any of 1its affiliates, i.e., any company
controlling, controlled by, or under common contrel with FErarichisor)
in producing, handling or stering the propﬁietary bevenage/food items
sold to TFranchisee (provided Franchisor shall have established that
Franchisee inspected siich proprietary beverage/food ditems in
accordance with the procedures set forth in the Confidential
Operations Manual and could not. have reasornably discovered ‘the
adulteration or other defect 4n Such proprietary beverage/food items
which was the case of Ssuch loss, liability or damage)i Franchisee
acknowledges and agrees that any action or inaction by any third party
(e.g., an independent carriér) which is hot an affiliate of Franchisor
in connection with handling or storing the Products shall not be
attributable to er constitute negligence of Franchisor.

13.7 Franchisor shall indémnify and hold Franchisee harmless
against, and 'to reimburse: Franchisee for, any Jloss, Iliability or
damage (a&tual or consequential) and all EEasonﬁblé cests, and expenses
of defending any claim brought against Franchisee or any action in
which Franchisee is named as a party (including, without limitatdien,
reasenable accountants’, attorneys’ and expert witness fees, costs of
investigation and proof of facts, court costs, other litigation
expenses and travel and living expenses) which Franchisee may suffer,
sustain or incur soélely by reason of, arising from or in connection
with the negligence of Franchisor {or ahy of its affiliates, i.e., any
company controelling, controlled by or under common c¢control with
Franchisor) in producing, handling or storing the Products (provided
Franchisée shall have established that FEranchisee inspected such
Products in accordance with the procedures set forth im the
Confidential Operations Manual and could not have <reasonably
discovered the adulteration or other defect in such Products which was
the cause of such loss, liability or damage). Franchisee agknowledges
and agrees that any action or inaction by any third party i(e.g., an
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independent <carriery which is not apn affiliate &f Franchisor in
connection with handling or storing preprietary beverage/food items
shall not be attributable to or constitute HEgligentexQf‘Eranchisaru

ARTICLE XIV'
COVENANTS NOT TO COMPETE

14.1 During the term of this Agreement, of any extension
thereof, neither Franchisee, nor any partner, if Franchisee is a
partnership, nor any sharelielder, if Franchisee is a corporatien,
shall either direCtiy or indirectly for himself or herself or on
behalf of, or in cenjunction with any other person, persons,
partnership, asgociationy or corporation, own, maintain, ‘engdge 1in,
participate or hawe any interest 'in the operation of any -enterprise
which is the same or substantially similar to the Tom N Toms
franchise, or any other business which distributes, produces or sells
the Menu Items ¢(wheré the cumulative sales of such Menu Items comprise
at least 50% of total sales of such business), provided, however, that
this prohibition should net apply to the ownership by Franchisee of
additional Tom N Toms Coffeshouses.

14.2 For a peried of twe (2) years following termination,
expiration, or non-renewal of ‘this Agréement, -except where the
terminationn occurs due t6 the fault or actien of Franchisor and not
due to défault of Franchisee or any partner, if Franchisee is a
partnership, or any shareholder, if Franchisee is a corporation,
Franchisee shall not, except with respect to ‘the ownership or
operation by Franchisee of additional Coffeehouses:

A. Engage, enmploy or compensate or .seek to employ any
person who is at that time engaged, operating or employed by or at any
other Coffeehouses, or to otherwise directly or indirectly induce such

person to leave employment at any Cefifeehouse;

B. Either directly or indirectly #fo6r himself or on ‘the
behalf of; or in conjunction with, any other person, persons,
partnership, associatien or corporation, own,. maintain, engdge i,
partieipate in, or have any interest in the operation of any
enterprise which directly or indiréctly competes with or is the same
or substantially sSimila¥ to the franchise covered by this Agreement,
or which distributes, produces or sells the Preduets within the
“Minimum Area .of Competition”. The “Minimum Area of Competition” shall
be deemed to be that area which is within a radius of five (5} miles
from Eranchisee’s €Goffeehouse, or any other Coffeehouse in operation
on the effective date of termination or expiratiOn, whether franchised
or company-owned.

14.3 Tf Franchisee fails or refuses to comply with any covenants

of this Article, even if such failure or refusal is based upon a claim
that. ‘the Jlaws o¢f any particular jurisdiction. excuse such non-
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compliance, or make the provisions unénforceable in whole or in part,
and provided that the “jurisdiction in which Franchisee’'s Coffeechouse
is located permits; Franchisee separatély covénaiits and .agrees ‘that
while this Agreement 4is iA effect and for two (2) years after its
termination, eékxcépt where termination woccurs due to the Ffault or
action of Eranchrsor and not due to default of Franchisee, Franchisor
shall have the right to require that all sales made in the operation
of any Dbusiness «which directly or iIndirectly compétes withs:
(a) Eranchisor; (b). a Coffeehouse; or {c) €he Sys%em} or which
distributes; produces or se€lls any of the Products (i) anywhere, if
this Rgreement 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 Ppay Franchisor upon demand, ‘the
weekly fee of Five Hundred Dellars ($500) at the times and in the
manner specifiéd in Article V above, all without being deemed to
revive, modify or expand this Agreement. The covenants: of this
Article shall survive the termination or expiration of this Agreement.

14.4 Franchisee shall not, during the term of this Agreement or
after its terminatien ©r non-renewal, communicate or diwvulge to any
other person, persons, partnership or corporatien, any information or
knowledge c¢oncerning the methods of operation used in a Coffeehouse
franchise, nor shall Franchisee disclose or divulge, in whole or in
part, any trade sécrets of Franchisor or its affiliated companies or
subsidiaries.

14.5 ‘The covenants contained in Sections 14.2, 14.3 and 14.4
above shdll beé construed as Jindependent of any other covenant or
provision of this Agreement. If all eor any portien of a covenant in
this Article is held unreasonable or unenforceable by a wcourt or
agency having valid jutisdiction in .any unappealed final decisioen to
which Franchisor is a party, Franchisee expressly agrees. to be bound
by any lesser covenant subsumed with the terms of such covenant that
Impeses 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
reasonable, are net vague or indefinite, and are de31gned te protect
the legitimate business interests of Franchisor, and that in the event
of a breach of covenants dontainéd in this paragraph, the damage to
Franchisor would be difficult to ascertain. In addition to ‘the
liquidated damages payable to Franchiscr as provided below for the
breach of any or all of the above covénants, FEranchisor shall be
entitled to seek dnjurictivé and/or other equitable relief against the
violation of any of +those covenants, together With reasonable
attorneys’ fees and costs.

L4.7 Coveénants contained in this Article shall Bbe construed as
severable and independent and shall be interpreted and applied
consistént with the requirements of xreasonableness and equity. Any
juddcial reformation of _these . covenants consistent with this
interpretation shall bé enforceable as though contained 4in this
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Agreement and shall not affect any other provisions or terms of this

.Agreement.

ARTICLE. XV
MODIFICATION OF ‘THE SYSTEM

Franchisee understands and agrees that the System must not remain
statie if it is to meet, without limitation, presently unforeseen
changes in technology, competitive circumstances, demographics,
pépuiationsw consumer. trends, ‘societal trends, other market place
variables and the needs of customers, .and to best serve the interests
of Eranchisory ‘Franchisee and all other franchisees. Accordingly,
Franchisee expressly understands and agrees that Franchisor may from
time to time change the componénts of the System; .including, but not
limited to, altering the products; programs, servicées, methods,
standards, forms; policies and procedures of that System; .abandoning
the System altogether in favox of another system in connection with a
merger, acquisition, other business combination or for other reasons;
adding to," deleting from or‘tmodifying those programs and services

which Eranchisee’s Coffeehouse is authorized to offer; modifying or

substituting entirely thé building; premises, equipment, signage,
trade dress, décor, color schemes and uniform specifications and all

other unit construction, QESign, appearance and operation attributes

which Franchisee 18 required to observe hereunder; and changing,
improving or modifying'the Marks. Subject to the 6ther provisions of
this. Agreement, Franchisee expressly agrées to abide by any such
modifieations, changes, additions, deletions and alterations,
provided, however, that those <changes do net materially and
unreasonably .increase Franchisee’s obligations undér this Agreement.

Franchisee shall accept, use and effectuate any such changes or

modifications to, or substitutien of, the System as if they were part
of the System at the time that this Agreement was executed.

Except as provided in this Agreement, Eranchisor‘,shali not be

liable to Franchisee for any expenses, losSes or damages sustained by

Franchisee as a result of any of the modifications contemplated
hereby. Ftanchisee <covenants not to commence or join in any

litigation or other proceeding against Franchisor &r anhy third party

complaining of any such modifications o&r Seeking -expenses; Jlosses or
damages <caused thereby. Pinally, Franchisee expressly waives any

claims, demands or damages arising from or related to the foregoing
activities including, 'without limitation, any claim of breach wof
contract, breach of fiducia;y duty, fraud, and/or breach of the

implied covenant of good faith and fair dealing.
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ARTICLE XVI
FRANCHISEE

The term “Franchisee” shall include all persons who succeed to
the interest of the original Franchisee by transfer ot opération of
law, and shall be deemed to include not only the individual or entity
defined as “Franchisee” in the introdu¢tery paragraph of this
Agreement, but shall alse include partners of the emtity that execute
this BAgreement in the event the entity is a :pa%ﬁnéfship; and all
shareholders, officers and directers of the entity that execute this
Agreement 4in the ewvéent the entity is a corporation. By theéir
signatures to this Agreement, all parthers, shareholders, officers and
directors of the entity that sighs this Agreement as Franchisee
acknowledge and accept, Jjointly and -severally, ‘the duties and
obligations imposed upon each of them, individually, by the terms of

this Agreement. The singular usage includes the plural and the neuter

and masculine usagées inglude the other and the feminine.

ARTICLE XVII
TERMINATION

17.1 Eranchiser may terminate this Agreement upon the occufrénce

of ahy of the following events of default:

A. Failure by Franchisee to make complete and ftimely

payment of any and all fees and billings due Franchisor or any of its
subsidiary or affiliated ecobrporatioens;

B. Failure to comply with the reporting or record keeping

requirements of this Agreement, and/of the wunder-reporting of Gross.

Sales by two percent (2%) or more;

C. The misstatement by Franchisée of any material fact,

or failure to disclose ot the pnderstétement‘of any material fact in
any report furnished to FFanchisor pursuant to this Agreement ot the
Confidential Operations Manual, whether or not such misstatéement or

failure to disclose or understatement :is intentional;

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

E. Failure by Franchisee to make good faith efforts to

carry 'out thezprovisidns‘aﬁ this Agreement;
F. Franchisee’s engaging in any conduct or practice that,
in the reasonable opinien of Franchisor, is detrimental or harmful to
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the good name, goodwill of reputation of Franchlsor or its products or
other franchisees of the publlc,

G. Franchisee’s engaging in any conduct or practice that
is & fraud upen cohsumers, or is an unfair, unethical, or deceptive

trade, act or practice;

H. Any pledge or attempted pledge of Franchisor’s credit

by Franchiséé, or an attempt by Franchisee to6 bind Frahchisor to any

obligation;

I. Failure by Franchisee to participate in the
advertising, promotioenal, orf marketing activities, services, and

programs that are established by Franchisor or Franchiser’s National

Advertising Fund;

J. Unauthorized ot improper ‘use; by Franchisee of
Franchisor’s Marks;

K. Misuse or unauthorized disclosure by Franchisee of the

‘Confidential Opérations‘Manual, information or materials;

L. Failure to use or sell any of the proprietary
beverage/food items to the exclusion of those of any competitors and
the failure to perform all of the services reguired by Franchisor,
ineluding but not limited ‘to ‘the forwardlng of copies of all health or
sanitation or other regulatery  agency reports to Franchisor
immediately uponh receipt, thereof;

M. Failure ‘te open Franchisee’'s Coffeehouse at the
location designated by Ftanchisee within the time specified in the
lease or sublease;

N. Except as otherwise provided herein, failure by
Franchisee to plurchase Franchisee’s entire requirement of any of the
proprietary beverage/food items eithe¥ from Franchiser or from sources
of supply designated by Franchisor &and to sell the same to the
consuming public using Franchisee’s best efforts;

Ox Failure to correct any .local, state or municipal
healthy or sanitation law or code violation within twenty-four (24)
hours: after being &itéd for such violation; or

P. lSale of any proprietary beverage/food items to othet
than the retail customer (ultimate consumer), without FPranchisor’s
prior censent. )

17.2 To terminate Franchisee for default of this Agreement
pursuant. t6 Section 17.1 <above, Franchisor shall first provide
Franchisee with written noticé of termination, ‘which notice shall
specify the reason for and the Effective Date of Termihatdion. This;
Agreement shall términate on the date specified in the notice, which
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shall not be less than thirty (30) days frém the date of the notice
(or such longer périod as provided by State law), 'unless:

A. Franchisee cures the default or reason for termimation
during the notice period;

B. Franchisee has in good faith initiated a cure of the

default or reason for termination within. the notice period, and such

default or reason cannot be completely cured during the notice period
bécause: of factors reasonably beyond the exclusive control of
Franchisee, im ‘which event Franchisor, by netice, shall. permit
Franchisee a reasonable opportunity, in light of such factors, to
éffect a complete cure; or

C. The provisions of Subsection 17.2 A and B
notwithstanding, this Agreement shall hnoriethéless teérminate if:
(i) the default or reason for termination has been set forth in two
(2) prior notices of termination within any prior twelwve (12) month
period; of (ii) two (2) or more health code wiolations have been

committed. within any prior twelve (12) month  period:; or
(iii) Franchisee is§ términated as a result of under-reporting Gross
Sales by two pércent (2%) or more.

17.3 Upon written notice to Franchisee, Franchisor may, without
right to c¢ure, imdfiediately terminate this Agreement if any of the
following events of default occur:

A. Any actieh by Franchisee; any of Franchisee’s
partners, if Franchisee is a partnership, or any of its officers,
directors or stockholders, 41if Franchisee is a cérporation, which
results in:

(i) An affirmative act of insolverncy;
(i1) AR assignment for the benefit of creditors; or

(iii) The filing of a peétition under any bankruptecy,
reorganization, inselvency, or moratorium law, or any law for the
relief of, or relating to, debtors, except Wwith respect to any
relief permitted under thé Federal Bankruptcy Code.

B. The filing of any involuntary petitién wunder any
barnikruptcy sstatute against‘FranChisee,‘éﬁy‘Of its. partners, or any of
its stockhelders owning at least twenty-five (25%) percent. of any
class of stock, or the appointment of any receiver or trustee to take
possession of property of Franchisee, any of its partners, or any of
its stockholders owning at least twenty-five (25%) percent of any
class of stock of Franchiseey

G Failure by Franchisee to satisfy fully a ciwvil
judgment. obtained ggainst EFranchisee for a period of moere than thirty
(30) days after &all rights of appeal have been exhausted, of exécution
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of such a judgment, execution of a lien, or foreclosure by a secured
party or mortgage agaihst Franchisee’s property, which Jjudgment,
execution of a lien, or foreclosure by a secured party or moitgage
would have an adverse or detrimental effect ﬁp@n Eranchisee’s
franchised operation;

D. Conviction of Franchisee, or, any partner of
Franchisee, or any officer, director, or 5tockhelder owning at least
twenty-five (25%) percent of any class of stock of Franchisee, or the
managér of Franchisee’s franchise, of any crime which in the opinion
of Franchisor would adversely affeet thé goodwill or interest of
Franchisee or FEranchisee’s Coffeehouse;

E. The uncured default by Franchisée under any lease or
sublease of Franchisee’s Coffeehouse which could possibly result in
the loss by Franchisee of the right to possess for any reason
whatsoever;

F. A final Jjudgment or the unappealed decision of a
court, regulatory officer, agency, or quasi-regulatory ageney that
results in the temporary or permanent suspensiqns'or revocatiion of any
permits or licenses, possession of which is a prerequisite to the
operation of Franchisee’s business or is required under applicable
laws;

G. The diréct or indirect assignment, transfetr, sale or
éncumbrance by Franchisee of this Agreement or franchise or any of
Franchisee’s rights or privileges eodtrary to this Agreement, -or any
attempt by Franchisee to sell, assign, transfer or encumbetr the
Gofﬁeehousé contrary to the terms of this Agreement;

H. Failtire by Franchisee to remain open for business as
required by this Agreement or as may be required by the Confidential
Operating Manual; as may be limited By lecal law or the prime
landlord;, or the abandonment or vacating by Franchisee of Franchisee’s
Coffeechouse or for three (3) or more consecutive days (or for such
other period as would be grounds for termihation -of Franchisee’s
sublease); or ’

I. Dissolution, judicial of otherwise, or liquidation of
Franchisee, if Franchisee is a corporation or partnership.
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ARTICLE XVIII
RIGHTS AND DUTIES OF THE PARTIES
UPON EXPIRATION OR TERMINATION

18.1 For the 'purposeée of this Bgreement, the “Effective Date of
Termination” 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
lénger be an authorized franchisee, and Frahchisee shall pay all sums
of 'money due Franchiser or any of its subsidiary or affiliated
corporatisens within fifteen (15) days of the Effective Date of
Términation, unless Franchisor gives written notice of an extension of
this period. '

18:3 Upon the Effective Date of Termination, FEranchisee shall
discontinue the use of <all Marks owned by or associated with
Franchiser and all similar names and marks, or any other designation
or mark assoeciating Franchisee with the Systeni. 1f Franchisee is a
corporation or partnership and, notwithstanding the prohibition of
utilizing the ™“Ten N Téms” or “Tom N Toms Coffee” nanme 4in its
corpQraté Or partnership mname, has used the “Tom N Tems” or “Tom N
Toms Coffee” name or any names, marks or deésignations that associate
Franchisee with Franchisér in 1dits corporate or partnership name,
Franchisee shall, within fifteen (15) days of the Effective Date of
Términation, take all necessary steps to éliminate “Tom N Toms” or
“Tom N Toms Coffee” firom itS“corporate‘ or partnership name, at
Frarnichisee’s own ¢ost and expense.

18.4 Upon the Effective Daté of Termination, Franchisee shall
cease displaying and using all signs, stationery, letterheads, forms,
manudls, printed matter, advertising, and other material containing
the Marks, “Tom N Toms,” “Tom N Toms Coffee” or any other names,
marks, or designations that associate Eranchisee with the System.

18.5 After the Effective Date of Termination, Franchisee shall
not take any action indicating wor implying ‘that Eranchisee is an
authorized franchisee.

18.6 Franchisee shall maintaif all financial records and reports
required pursuant to ‘this Agreement or the Confidential Operations
Manual for & period of not less ‘thamn three (3) years after the
Effective Date of Termination. Franchisee shall permit Franchisor to
make final inspection of Franchisee’s financial records, books, tax

returns, and other accounting records at any time in the threeée (3)

year period following the Effective Date of Termination.

18.7 Upon the Effective Date of Terminatien, Franchisee shall,

pursuant te the lease or sublease or conditional léase assignment and
upon demand of Franchisor, <vacate ahd Surrender the Coffeehouse
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premises in accordance with the terms and condition$ under the terms
of the lease, sublease and/or conditional lease assignment.

18.8 Upon the Effective Date of Termination, Franchisee shall
cease all use of telephone numbers used by Eranchisee while conducting
businiess as a “Toin N Tomg” franchise and shall promptly execute such
documents or take such steps necessdry to.temove Franchisee’s llstlng
as a .“Tom N Toms” franchise from the “Yellow Pages”, all other
telephone directories, and all other trade or other business
directories.

18.9 Within fifteen (15) days from the Effective Date of
Termination of this Agreement, Franchisee shall immediateéely turn over
to Franchisor .al11 manuals, including the Confidential Operations

Manual, records, files, instructions, recipes, menus, correspondence,

any and all matérials relating to the operation of the Franchised
Businéss in Franchisee’s possession, and all copies of such written
materials (all of which ate acknowledged to be Franchisor’s property),
and shall retain no ceopy or record of amy of the forégoing,'except
only Franchisee’s copy of this Agreement, and of any correspondence
between the parties, and any other documents which Franchisee
reasonably neéds for compliance with any previsien of 1law and ‘thée
records described in Section 18.6 above,

18.10 If Franchisor notifies Franchisee of its intent to do so
within tén (10) days after the Effective Date of Termination;
Franchisor shall have the right {but not the duty) to purchase any or
all of the signs, advertising material, supplies, equipment and any
items bearing FEranchisor’s Marks at Franchisee’s cost or fair market

‘value, whichever is less. If the parties cannet agreé on fair market

value within a Treasonable time, each party shall designate an
indepéndent qualified appraiser; and their joint determimation shall

be binding on both parties. If these appraisers are unable to agree

upon a falr market value, they will designate a third, approved
appraiser whaosé determination shall be: binding upon both parties. If
Franchisor elects to exercise its option to purchase, it shall have
the xright to set off all -amounts due frdm Franchisee under this
Agreement, and the cost of theé dppraisal, if any, against any payment
therefor. '

18:11No right or remedy confeérred upén 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 rlght or reémedy.

18.12Liqudidated Damages.In the event this Agreement is terminated
by Frahchisor in accordance with its terms, Franchisee shall pay to
Franchisor within 30 <days of the date of the termination, as
liquidated damages for ‘thé premature termination of this Agreemént and
not as a peénalty, an amount equal to the average monthly royalty fees
paid by Franchisee 1in the 12 months immediately preceding the
effective date of termlnatlon multlplled by the total nunber of months
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remaining in in the tetrm of this Agreement. The amount of liquidated
damages shall then be reduced to the present value of such payments as
of the date of terminatien utilizing an interest rate of five percent
(5%) . Franchisee acknowledges +that Franchisor’s losses wolild be
difficdlt. to ascertain .and that ‘the amount calculated under the
formula specified in this paragraph was a reéasonable estimate of
Franchisor’s potential actual damages to be sustained by Franchisee’s
breach and does not -constitute a penalty or forfeiture. Franchise
furthe? acknowledges that the damages deéscribed herein (i) are true
liquidated damages; (ii1) are intended to compensate Franchisor: for its
damages; (iii) are net a penalty; (iv) are a reasonable estimate of
Franchisor’s probable loss resulting from Franchiseé’s breach, wviewed
as of the Effective Dateé; and (v) will be in additien te .all other
rights Franchisor 'has wunder. this Agreement to obtain legal or
equitable relief.

18.13 Nothing contained 4in ‘this. Agreement shall be deemed to
relievé Franchisee of any ©obligations or responsibilities or
liabilities incurred by Franchiseé diring the term of this Agreement
or any renewal tetm, or Franchisee’s lease or sublease and which
obligations, responsibilities or liabilities shall survive the
terminatioen, expiration or non-renewal of this Agreement, Franchisee’s
lease .0r sublease.

ARTICLE XIX
COMMENCEMENT AND HOURS OF OPERATIONS.

Franchisee recognizes that continuous and daily availability of
any- of the proprietary Menu Items and Prodicts to the public is
essential to the adequate prometion of Franchisée’s Coffeehouse, and
that any failure to provide such availability affects Franchiser both
locally and nationally. Franchisee shall make Franchisee or
Franchisee’s trained manager personally available to provide the
Products to the consuming public at a minimum of ten (10) hours per

day; seven (7) days petr week, or as required by any lease or sublease

if different, exXcept where prohibited oxr otherwise regulated by a
governmental .authority, <including any state -or local .licensing

authority, and shall otherwise conduct the: business in accordance with
generally accepted business standards. ‘These requirements may be

changed by Franchisor from time to time and upon reasonable notice to
Franchisee and may differ from one franchisee to another, based upon
the specifi¢ characteristics of a particular location.
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ARTICLE XX
TRANSFERABILITY OF INTEREST

20.1 Franchisee understands and acknowledges that the rights and
duties cikeated by this Agreement are personal to Eranchisee, and, that
neither this Agreemént nor the franchise granted shall be assignable
or transferable by Franchisee, nor may the same be mortgaged, pledged,
or encumbered by him without the express prior written consent of
Franchisor. Any purported assignment, mon@gége,‘pledge or encumbrance
of any rights under this Agreemenf or the‘franchise,'without'the pni@p
written céhsent: of Franchisor, shall be null and void. The issuance
or transfer of any stoeck (ineluding by way of any public stock
offering) or ‘partnership interest(s) in Franchisee, or its merger, a
consolidation 6F dissolution, if Franchisee is a corpération or a
partnership, shall be deemed an assignment of this Agreement and of
the: franchise.

20.2 If Franchisee is an individual, Franchisor hereby c¢éfisents,
upon thirty (30) days’ prior written heticé, to the assignment by
Franchisee. of all of Frarchisee's rights and benefits under this
Agreement to a corporation of which Franchisee owns at ‘least a
\méjofity:of the voting and equity siock,:provided that.:

A. Such corporation is newly organized and its activities
and corperaté purposes are confined exclusively .to adting as a
Coffeehouse franchised under this Agreement;

B.. Such corpoeration and all of its stockholders execute a
Transfer of Franchise to a Corporatien form, or such other form as
shall be provided or approved by Franchisor, in which they jointly and
severally assume all of the past and future obligations of Eranchisee
under this Agreement, to the same extent as if they had originally
executed this Agreemenft as Franchises:;

C. Franchisee or Franchisee’s designdted manager actively
manages such wcorporation and continues to devote Eranchisee’s best
efforts and full and exclusive time to the day-to-day operation and
development of the franchise and the business of the Coffeehousé and
Franchisee shall remain personally liable in all respects under this
Agreement; including but not limitéd to payment for the purchase of
any of the Products, jointly and severally ‘with such corporation and
any and all other stockholders thereof; and

AfD, All stock certificates of .such corporation bear a
legend sibstantially in the following form, which shall be printed
legibly and conspicuously 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 into with Tom N Toms
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Franchise, LLC dated 7
20 . T

20.3 TIf Franchisee, any stockholder or partner :of a corporate or
partrnership Franchisee, or any legal heir or legatee of any deceased
Franchisee% or of any deceased stockhelder or paftne: of any corporate
or partnership Franchisee, desires to effect any sale or assignment of
any partnership interest, stock or other interest in this Agreement,
or of Franchisor’s rights and benefits under this Agreement,
including; witheut limitatien, the franchise granted by this
Agreement, and/or the ownership wor sublease for the Coffechouse
franchised by this Agreement; Franchisee or such wother authorized
person or party shall give Frahchisor written notice of all of the
terms of any such boha fide offer within fifteen (15) days after
receipt: of such offer;, and providing Franchisotr with all other
documénts and data required prior to Franchisor appreoving the sale.
Franchisor shall have the =right of first refusal; for a period of
fifteen (15) days after receipt of such notice, to notify Ftanchisee
or such other authorized person or party of Franchisee’s desire to
exercise 'such option under the same terms and conditions as the bona
fide offer. If Franchisor fails to exercise such option in the time
period allotted, théen Franchisee shall be free to contract with the

person who made: such bona fide offer Solely on the same terms and

conditions, subject to Franchisee’s compliance with all of the other
terms and provisiéns of this Agreement. In the event the teérms of
such bona fide offer change at any ‘time, then at the time of any
change, Franchisee must re-offer the franchise to Franchisor for an
additional fifteen (15) day period.

20.4 In addition to all of the other conditions set forth in
Sections 20.2 and 20.3 above that pertain to the right of Franchisee
to assign, transfer or sell the license created hereunder, Franchisee
agreés that any and all rights of assignment, transfer or sale by
Franchisee of this franchise and the its rights are conditioned upon
compliance with ea¢h of the following:

A. Any such asSignmeﬁt, transfer, or sale 'shall be
subject to the approval by Eranchisor of such assignee, and of ‘the
moral and credit background of such assignee and any and all
stockholders or partners o©f assigneé, which .approval shall not be
unreasonably withheld; T '

B. 'The -assignee, transferee, -or purchaser, and all
stockholders or partners thereof, if same is a corporation or
partnership, shall at Franchisor’s option either personally assume in
writing all of the obligations of Franchisce, disc¢losed or undisclosed
inclﬁding all obligations wunder this Agreement, or execute the then-
current. Franchise Agreement, in the form used by Franchisor, except
that the Royalty Fee .and Advertising Fee under the then-cidrtrent
Franchise Agreéement shall not be greater than that proévided by Article
V and IX above for the remainder of what would have been the initial
term of this Agreement. However, Franchisor shall have the night to
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reasonably increase the Royalty Fee and the Advertising Fee, in
conformity with the System, during any renewals of the Agreement;

C. Eranchisee, such aﬁsignee, transferee or purchaser and
any and all stockholders or partners thereof, shall execute a general,
releaseé in favor of Eranchisor; its officers, dilrectors, and
employeés, &f any and all claims and causés of action that they may
have against Franchisor or its stbsidiary or affiliated corporations
in any way relating té& this Agreement or the perfdrmariée or hon-
performance undér this Agreement by Franchisor;

D. All prior obligatiens and debts of Franchisee or
corporate. assignee of Franchisee owed teo Frahchisor under or in
connection with this Agreement shall be paid concurrently with such
assignment:;

E. Franchisee must not be in default under this Agreement.
or any renewals of this Agreement or of any lease or ‘'suplease
agreement to which Franchisee is a party;

F. Assignee, transferee or purchaser shall not be in the
same business as Franchisor either as a franchiset, licensor,

independéht operator or franchisee of any chain or nétwork which is
similar in nature or in competition wWith Franchisor except that the
assignee, ‘transferee or purchaser may be an existing franchisee of
Franchisor; )

G. Prior to ‘the eéffective date of the assignment,
transfer ox sale, the assignee, transferee, or purchaser must
satisfactorily complete Franchiser’s training program required of all
new franchisees;

H. Assignee, transferee, oOr purchaser shall, prior to any
such assignment, pay to ¥Franchisor .a non-refundable training and
transfer fee éequal to Ten Thousand ($10,000) Dollars or 50% .of then-
cirrent Initial Franchise Fee, whichever is greatétr (“Tnansfer Fee™),
to reimburse Franchisor for its legal and accounting fees, credit
investigation, ftkaining expenses, and other charges and expenses in
connection with such assignment, transfér or jsale; and

L. Franchisee shall ‘enter into an agreement with
Franchisor agreeing to subordinate such assignee’s, transferee’s or
pufchaSérf& obligations te Franchisor, iﬁclhaing, without 1limitation,
any Royalty Fees and Advertising Fees, and any obligatiens of such
assignee, transferee or purchaser ‘to make installment paymerits of the
purchase price to Franchisee.

20:5 Franchisor shall have the right; without the need for
Franchisee’s consent, to assign, transfer or sell its rights$ under
this Agreement to any person; partnership, corpordtion or other legal
entity, provided that the transferee agrées in writing to assume all
obligations undertaken by Franchisor in this Agreement and Franchiseée
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receives a statement froem boéth Franchiser and its transferee to that
effect. Upon :such asSignment and assumption, Franchisor shall be under

no further obligation hereunder, except fo# accrued liabdlities, if

any: Franchisee further agrees and affirms that FEranchisor may go
publiey may engage in a private placement of some or all of its
secutrities; may merge, acquire other corporations, o6f be acquired by
another corporationy and/or may undertake a refinancing,
recapitalization, leveraged buyout -or other economic or financial

restructuring. With regard to any of the above sales, assignments and

dispositions, Franchisee expressly and specifically waives any claims,
demands. or damages arising from or related to the loss of Franchisor’s

name, Marks (or any variation thereof) and System and/or thé loss of

association with or identification of Tomi N Toéms Eranchise; LLC as

Franchisor under this Agreemérnt. Franchisee specifically waives any

and. all other claims, demands or damages arising from or related to
the foregoinig merger, acguisition and other business ¢ombination

activities, including, ‘without 1imitation, any c¢laim of divided

loyalty, breach of fiduciary-duty, fraud, breach of centract or breach
of the implied covenant of good faith and fair dealing.

Franchisee acknowledges and agrees that Franchisor has the righty
mow oF in the future, to purchase, merge, acquire or affiliate with an
existing competitive or non-competitive franchise network, chain or
any other business, ‘Tregardless of the location of that chain's or
business’s ‘facilities, and to woperate, franchise or license those
businesses -and/or facilities as Toem N Toms Coffeehouses operating
under the Marks or any other marks following Franchisor’s purchase,
merger, acquisition or affiliation, regardless of the location of
these facilities; which Franchisee acknowledges may be near to any of
Franchisee’s locations. ’

If Franchisor assigns its rights in this Agreement, nothing in
this Agreement shall be deemed to iequire Franchisor to remain in the
“Tom N Toms” business or to offer or sell any products -or services to
Franchisee.

20.6 In addition to the requirements of this Artiele, Franchisee
must, within fiftéen (15) days of receipt of an offer to buy, give
Franchisor additional written notice wheniever Franchisee has received
an offer from a third party to buy Franchisee’s business franchised
under this Agreement., Frarichisee must also give Franchisor written
notice Ssimultaneously with any offer to sell Franchisee’s Cofféehouse
made by, for, or on behalf of Franchisee. The purpose of this
Subsection is teo enable Franchisor to comply with any applicable state
or federal franchisé disclosure law wor rules. Franchisee will
indgmnify ahnd hold Franchisor harmless for Franchiseé’s failure to
comply with this Subsection,

20.7 Franchisor’s consent to an assignment of any ifterest
subject ‘te the restrictions of this Bgreement shall not constitute a
waiver of any claims it fay have against the assignor, nor shall it be
deemed a waiver of Franchisor’s right to demand exact compliance with

46

Page-116 of'233



any of the terms or conditions of this Agreement by the assignee,
transferee or putchaser.

20..8 If, subject to thé restrictions and conditions. of transfer
contained in this Article? Franchisee shall attempt to rdise or sSecure
funds by the sale of securities (including, without limitatioen, cemmon
or preferred stock; bonds, debentlres or general or limited
partnership .interests) in Franchisée or any affiliates of Franchisee,
Franchisee, reécoghizihg that the written information used with respect
thereto may reflect wupon Franehisor, will submit any such written
information to Franchisor prior to its inclusion in any registration
statement, prospectus or similar offering circular or memorandum and
will obtain the written consent of Franchiser to the method of
financing prior to any offering or salé of such securities. For each
proposed o¢ffering, Franchisee shall pay FEranchisor a ‘non-réfundable,
fee in an amount equal to Five Thousand Dellars ($5,000) in order to
reimburse Franchisor for its reaspnable costs and expenses associated
with reviewing the proposed offering, dincluding, without limitation,
legal and.aécdunting fees. The written consent &f Franchisor pursuant.
to this Section 20.8 shall not imply or constitute the approval of
Franchiser with nespect to the method w©f finanecing, the offering
literature submitted to Franchisor or any other aspect of the
offerings No information respecting FEranchisor or any of its
affiliates shall be ihecludéed in any securities disclosure deocument,
unless such information has been furnished by Framchisor, in writing,
pursuant to the written request of FEranchisee, in which Franchisee
states the specific purpose for which the information is te be used.
Should Franchisor, in its sole discretion, object to any reférerice to
Franchiser or any of its affiliates or any of théir businesses in such
offering literature or prospectus, such literature or prospectus shall
not. be used unless and until the objections of Franchiser are
withdrawn. Franhchisor assumes no responsibility for any offering.

The prospectus or other literature utilized in any such offering
shall contain the foellowing 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. "

Franchisee and each ©f its owners agrees to indemnify, defend and
hold harmless Firanchisor and its. affiliates, and their tespective
officers, directors, employees and égents, from any and .all claims,
demands, liabilities, and all costs and expenses (inecluding, without
limitation, reasonable attorneys’ fees) incurred in the defense of
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such claims, demands or liabilities, atrising frém the offer or sale of
'such securities, whether asserted by a purchaser of any such security
or by a governmental agency. - Franchisor shall have the right (but not
the obligation) to defend any such claims, deémands or liabilities
and/o¥ to participate in the defense of any action to which Franchisor
or any -of its affiliates or any of ‘their respective officers,
directbhs,‘emplcyees'on agents is named as a party.

ARTICLE XXI
DEATH OR. INCAPACITY OF FRANCHISEE

21.1 In the event of the death or permanent 4incapacity or
disability of Franchisee, i.e., Franchisee is unable to operate the
Coffeefiduse as an individual franchisee, or any parther of a
Franchiseé which is a partnership, or any shareholder owning fifty
percent (50%) or more ¢f the capital stock of a Franchisee which is a
corporation, Franchisor shall consent to a transfer of that
Frangchisee’s interést to Franchisee’s heirs, beneficiaries or family
designees (referred 'to in this Article as “Transferee”) without

payment. of a transfer fee, subject te the following conditions:

A. Transferee must complete, and be approved through,
Franchisor’s standard franchise selection process, including

satisfactorily demonstrating to Franchisor that Transferee meets the
financial character and managerial criteria as Franchisor shall then
bé applying in considering applications for new franchisees;

B. Transféree shall agree, in Wwriting, to peérsonally
assume liability for and to perform all the terms and conditions of
this Agreement to the same extent as the original Franchisee; and

C. If 'Transferee is not  approved, Franchisee  or
Franchisee’s legal representative shall use that person’s best efforts
to sell the Cofffeehouse to a party acceptable to Franchiser within
twelve (12) months from the date of Franchisee’s death of permanent
incapacity or disability and Franchiser shall have the. option, but not
the obligatien, to operate and/or manage the Coffeehouse for the
account. of Franchisee’s estate until the deceased of ihcapacitated
Franchiséee’s interest is transferred to another party acceptable: to
Franchisor: Should Franehiséer elect to operate and/or manage the
franchised Coffeeholse, Franchisor shall make a complete accounting
and shall forward fifty percent (50%) of the nét incomé for the
operation of the Coffeechouse to Franchisee’'s estate. If the
conveyance of the Coffeehouse to a. party acceptable to Franchisor has
not taken placé within the twelve (12) month period, Franchisor shall
have the eption, but not the duty, to purchase the Coffeehouse and its
equipment at ‘the fair market value thereof as determined by
independent qualified appraisers selected by Franchisér and the
estate., In the event that these appraisers cannot agree on a fair
market value, a third appraiser shall be selected by the other two
appraisers and that»appraiser’s determination‘shaLllbe‘binding‘on both
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parties. However, if Franchisor choeses not to repurchase the
Coffeehouse, then it may elect to terminate this Agreement, im whitch
event the business franchised under this Agreement will automatically
revert back to Franchisor, with Franchisor being obligated to purchase
the equipment and trade fixtures at their book value, as set forth in
the last certified financial statement of Franchisee.

ARTICLE XXIT
OPERATION IN THE EVENT OF ABSENCE OR:. DISABILITY

In, ordeér to prevent any interruption of the Coffeehouse
operations which would cause harm to the Coffeehouse, ‘thereby
depreciating its value, if Franchisee is absent for any reason or is
1ncapac1tated. by reason of illness and is unable, in the solé .and
reasonable judgment of Franchisor, te operate the Coffeehouse,
Franchisee authorizes Franchisor, who may, at it's option, operate the
Coffeehouse for so long as Franchisor deems necessary -and practical,
and without waiver of any other rights or remedies‘EranchisQr*may have
under ‘this Agreement.. All moriies from the operation of the
Coffeehouse during such period of operation by Franchisor shall be
kept in a separaté account, the expenses of the Coeffeehouse, including
reasonhable compensation and expenses for Franchisor’s representative,
shall be charged to that account. If, as provided in. this Artiecle,
Franchiser temporarily operates. the Coffeehouse for FEranchisee,
Franchisée will indemnify and hold harmless Franchisor and any
representative of FEranchisor who may &ac¢t under this Agreement; from
any @and all aets whic¢h Franchisor may perform; as regards ‘the
interests of Franchiseée or third parties. l

ARTICLE XXIIT
INJUNCTIVE RELIEF

23.1 If Franchisee is in default, except for defauylt with
respect. to moenies required, to be paid by Franchisee t& Eranchisor,

under any provisions of thisg Agreement, Franchisor shall be entitled

to seek a permanent 1n]unctlon .and. any preliminary or temporary

equitable tYelief in order to restrain the violation of this Agreement

by Franchisee or any person acting fer Franchisee or in Franchisee’s

behalf.  Franchisot shall be entitled to its reasonable aftorneys’

COﬁnection with any other remedy séught by Eranchisor, provrded
Franchisor is the prevailing party. This remedy shall be cumulative to

any othet remedy available to Eranchisor.

23.2 Franchisee agreés that it is ‘impossible to measure in money
the damages which Franchisor will sustain in the event of Franchisee’s

breach of ‘this Agreement 4and, therefore, im the e&¥Vent Franchisor

institutes injunctive proceedings wunder this Article, Franchisee

waives the defense that Franchiser has an adequate remedy at law,

i
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ARTICLE XXIV
RISK OF OPERATIONS

FRANCHISEE RECOGNIZES THAT ‘THERE ARE MANY UNCERTAINTIES AND RISKS
OF THTS BUSINESS, AND, THEREFORE, FRANCHISEE AGREES AND ACKNOWLEDGES

THAT, EXCEPT AS SPECIFLCALLY SET FORTH IN THIS AGREEMENT, NO.
REPRESENTATIONS, WARRANTIES, GUARANTEES OR, AGREEMENTS HAVE BEEN 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 FRANCHISEE MIGHT REASONABLY EXPECT, OR THE DESIRABILITY,
PROFITABILITY OR EXPECTED CUSTOMER * VOLUME OF THE COFFEEHOUSE.
FRANCHISEE HEREBY. ACKNOWLEDGES THAT ALL SUCH FACTORS INRE NECESSARILY
DEPENDENT UPON VARIABLES WHICH ARE BEYOND FRANCHISOR'S CONTROL,
INCLUDING, WITHOUT LIMITATIGN, THE ABILITY, MOTIVATION, AMOUNT ZAND
QUALITY ©OF EFFORT EXPENDED. BY FRANCHISEE. ERANCHISEE RELEASES
FRANCHISOR, ITS ‘SUBSIDIARY OR AEFILIATED CORPORATIONS, OFFICERS,
DIRECTORS, AFFILIATES AND EMPLOYEES FROM ANY CLAIMS, SUITS AND
LIBBILITY RELATING TO THE OPERATION OF FRANCHISEE’”S COFFEEHOUSE
INCLUDING; BUT NOT LIMITED ‘TO, THE RESULTS OF ITS ORERATIONS, EXCEPT
TO THE EXTENT THAT THE SAME IS PREDICATED UPON THE BREACH OF A
SPECIFIC WRITTEN OBLIGATION OF FRANCHTSOR CONTAINED IN THIS AGREEMENT.

ARTICLE XXV
OTHER OBLIGATIONS

Nothing c¢ontainéd in this. Agreement shall inhibit or 1limit the
unréstricted right of Franchisor to enter Jinto wor engage 1in any
business or in the sale itseélf, or the licensing to others for the
sale, of the proprietary Menu Items other than the limitations imposed
upon Franchiser by Article I above; Franchisee shall have no rights,
benefits or entitlement with respect thereto.

ARTICLE XXVI
‘'FORCE MAJEURE

Neither party shall be responsible to the other for non-
performance or delay in performance occasioned by causés beyond its
control, including without limitation, the generality of the foregoing
acts or omission of other party, acts of civil or military authority,
strikes, .lockouts, embargoés, insurrections or aets of God, inability
of Franehisor to purchase, deliver and/or_ manufacturé of any of the
proprietary Menu Items, provided that inability of a party to obtain
finds shall be deemed to be a cause within the control of such party.
If any such delay occurs, any applicable time period shall be
automatically extended for a period equal to the time lost, provided
that the party affected makes reasonable efforts to correct the reason

delay.
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ARTICLE XXVII
WAIVER OF VIOLATION OR DEFAULT

Waiver by Franchisor or Franchisee of any vi6olation or default
héreunder shall not alter or impair either pareyfs right with respect
te any subsequent violation or default, nor shall any delay or
omission on the part of either party to exercise any right arising
from such violation of default alter or impair such party’s rights as
to the same or any future wviolation or default. An. acceptance by
Franchisor of any paymént from Franchisee after the date on which Such
payment is due shall not operate as a waiver o6f Franchisee’s default
or violation hereunder, nof alter or impair Franchisor’s rights with
respect to such vielatien or default.

ARTICLE XXVIII
NOTICE AND TIME

28.1 All communications requiréed 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 trawsmissién,*or one (1)
business day after being sent by overnight commercial courier service
for next busihess day delivery, or five (5) days after being deposited
in thé United States mail, for certified or registered: delivery,
return receipt requested, postage prépaid. Notice to FEranchisor shall
be addressed toi

Notices to Franchisor:
Tom N Toms Franchise, LLC
3435 Wilshire Blvd., Suite 2090
Los Angeles, CA 90010
Tel: 213 568-3577

Attentién: President

Notice to Franchisee shall be addressed to:

Either party may designate another address at .any time by written
riotice to the other. Bdditionally, all paynments and reports, required
to be made, by Franchisee wunder this Agreement shall be given to
Franchisor at the above address, except that regular reports may be
sént by regular mail.
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28.2 Time is of the essence in this Agreement with respect to
each and every provision in which time is a factok. Wheénever this
Agreement refers to a period of days, the first day to be counted
shall be the first day following the designated action or event. For
any period 6f five (5) or fewer days; only business days (excluding
Saturday&, Sundays and national holidays) shall Beé counted. Unless:
expressly stated otherwise, any period lénger than five (5) days shall
be measured by calendar days, except that if the last day of any such
period is 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 <Upon its acceptance and
execution by FranchHiser in Califoernia, and shall be interpreted and
constried under the laws of California, which laws shdll prevail in
the event of any conflict of law,

29.2 No right or 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 céntained in this Agreement shall bar Eranchisér’s
Fight to seek injunctive relief against threatened econduct that will
cause 1t loss or damages, under the usydal equity xrules; including ‘the
applicable rules fdr'AObtaihing; restraining orders and ‘prélﬂmihary
injunctions.

29.4 Franchisee ackrnoéowleddges that Franchisee has and will
continue to deévelop a substantial and continuing relationship with
Franchisor at its principal offices in the State of California; 'where
Franchisor’'s decision-making authefity is vested and franchise
operations are conducted and supervised. Therefore, the parties
irrevocably agree and consent that in any action or proceedlng brought
by eithef party to this Agreement, .each will submit to the exclusive
jurlSdlCthn and venue of any’ legal, state or federal court lecated in

Los Angeles Cournty, ‘California.

29.5 The parties agree to waiwve, ‘how and forever, any and all

rights either may have under the federal RICO statute.

29.6 The parties waive to 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 9Jury in any action,
proceeding or counterelaim, whether at law or in equity, brought by
either of them. )
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29.7 In the event Franchisor employs legal counsel or dincurs

other expense t6 enforce any obligation of Franchisee under this

Agreement, or. to defend against any c¢lain, demand, action or
proceeding by reason of Franchiseé’s failure to perform any obligation
imposed upon Franchisee by this Agreement, Franchiser shall be
entitled to recover from Franchisee ‘the amount of 4ll treasonable
attorneys’ fees of such counsel and all other expenses incurred in
enforcing such obligatioh of in defending against such claim, demand,
actioh, or proceéding; whether incurred prior to or in preparation for
or contemplation of the filing of such action or thereafter.

29.8 Franchisee agrees that he will not, on grounds of the

alleged non-performance by‘FEahchisqr of' any of its obligations under
this Agreement, withhold payment of any Royalty Fee, advertising
cont¥ibutions or any other amounts due to Franchisor.

ARTICLE XXX
ARBITRATION

30.1 IF ANY PARTY IS REQUIRED TO EMPLOY LEGAL COUNSEL OR TO

INCUR OTHER .REASONABLE EXPENSES TO ENFORCE ANY OBLIGATION OF ANOTHER

PARTY, OR TO DEFEND .AGAINST ANY CLAIM, DEMAND,; ACTION; OR PROCEEDING
BY REASON OF ANOTHER PARTY'S FAILURE TO PERFORM ANY OBLIGATION IMPOSED

UPON SUCH PARTY BY THIS AGREEMENT, AND: PROVIDED THAT LEGAL AGTION IS

FILED BY OR AGARINST THE FIRST PARTY AND SUCH AGTION OR ITS SETTLEMENT

ESTABLISHES THE OTHER PARTY’'S DEFAULT, THEN THE PREVAILING PARTY SHALT:
BE ENTITLED TO RECOVER FROM THE OTHER PARTY ‘PHE AMOUNT ©OF ALL
REASONABLE ATTORNEYS’ FEES OF SUCH COUNSEL AND ALL OTHER EXPENSES

REASONABLY INCURRED. IN ENFORCING SUCH OBLIGATION ©OR 1IN DEFENDING
AGAINST SUCH CLAIM, DEMAND, ACTION, .OR PROCEEDING, WHETHER INCURRED

PRIOR TO OR IN PREPARATION FOR OR CONTEMPLATION OF THE FILING OF .SUCH
ACTION ©GR THEREAFTER. NOTHING CONTAINED 1IN THIS PARAGRAPH SHALL
RELATE TO. ARBITRATION PROCEEDINGS PURSUANT TO THIS. AGREEMENT.

30.2 EXCEPT AS  SPECTFICALLY OTHERWISE PROVIDED IN THIS.

AGREEMENT, THE PARTIES AGREE THAT ALL CONTRACT DISPUTES THAT CANNOT BE
AMICABLY SETTLED BETWEEN THEM SHALL BE DETERMINED SOLELY AND
EXCLUSIVELY BY ARBITRATION UNDER. THE FEDERAL ARBITRATION ACT, AS

AMENDED, AND IN ACCORDANCE WITH THE RULES OF THE AMERICAN ARBITRATTON

ASSOCIATION OR ANY SUCCESSOR THEREOF. ARBITRATION SHALL TAKE PLACE IN
LOS- ANGELES, CALIFORNIA. '

30.3 EACH PARTY SHALL SELEGT ONE. (1) ARBITRATOR (WHO SHALL NOT

BE COUNSEL EOR THE PARTY), AND THE TWO (2) SO DESIGNATED 'SHALL SELECT
A THIRD ARBITRATOR: IF EITHER PARTY .SHATLL FAIL TO DESIGNATE AN
ARBITRATOR WITHIN SEVEN (7) DAYS AFTER ARBITRATION IS REQUESTED, OR IF
THE 'TWO ARBITRATORS SHALL FEAIL TO SELECT A THIRD ARBITRATOR WITHIN

FOURTEEN (14) DAYS AFTER ARBITRATION IS REQUESTED, THEN AN ARBITRATOR

SHALL BE SELECTED BY THE AMERICAN ARBITRATION ASSOCIATION OR ANY

SUCCESSOR THERETO YPON APRLICATICON. .OF EITHER. PARTY. JUDGMENT UPON ANY
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AWARD OF THE MAJORITY COF THE ARBLTRATORS SHALL BE BINDING AND SHALL BE
ENTERED IN A COURT OF COMPETENT JURISDICTION. THE AWARD OF THE
ARBITRATORS MAY GRANT ANY RELIEF WHICH MIGHT BE GRANTED: BY A COURT OF
GENERAL JURISDICTION, INCLUDING, WITHOUT LIMITATION, BY REASON OF
ENUMERATION, AWARD OF DAMAGES (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’ EEES, 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 PERMANENT INJUNCTIVE RELIEF
FROM A COURT OF COMPETENT JURLSDICTION CONSISTENT WITH THIS ARTICLE
XXX IN ACCORDANCE WITH APPLICABLE LAW AGAINST THREATENED CONDUCT THAT
WILL, IN SUCH PARTY’S DISCRETION, CAUSE SUCH PARTY LOSS OR DAMAGE.

30.5 THE PARTIES INTEND ‘THAT ANY ARBITRATION BETWEEN FRANCHISEE
AND FRANCHISOR REGARDING A CLAIM OF FRANCHISEE SHALL BE OF
FRANCHISEE*S TNDIVIDUAL CLAIM, AND 'THAT NO SUCH (CTAIM SUBJECT TO
ARBITRATION SHALL BE ARBITRATED ON A CLASS-WIDE BASIS.

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

ARTICLE XXXI
ACKNOWLEDGMENTS

~ 31.1 FRANCHISEE ACKNOWLEDGES THAT FRANCHISEE HAS CONDUCTED AN
INDEPENDENT INVESTIGATION OF THE FRANCHISED BUSINESS, AND RECOGNIZES
‘THAT ‘THE BUSINESS VENTURE CONTEMBLATED RBY .THIS AGREEMENT INVOLVES
BUSINESS RISKS, AND THAT FRANCHISEE"S SUCCESS WILL BE LARGELY
DEPENDENT UPRON THE ABILITY OF FRANCHISEE AS AN INDERENDENT BUSINESS
PERSON. ERANCHISOR EXPRESSLY DISCLAIMS THE MAKING OF, AND FERANGHISEE
ACKNOWLEDGES THAT FRANCHISEE HAS NOT RECEIVED, ANY WARRANTY OR
GUARANTEE, EXPRESS.OR IMPLIED, AS TO THE POTENTIAL VGLUME, PROFITS, ©OR
SUCCESS OF THE BUSINESS VENTURE CONTEMPLATED BY THTIS AGREEMENT.

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

31.3 FRANCHISEE ACKNOWLEDGES THAT FRANCHISEE HAS RECEIVED A
COMPLETE GOPY OF FRANCHISOR’S FRANCHISE DISCLOSURE DOCUMENTS, THIS
AGREEMENT; ‘THE EXHIBITS REFERRED T@® IN THIS AGREEMENT, AND ANY OTHER
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AGREEMENTS RELATING HERETO, IF ANY, AT LEAST FOURTEEN (14) CALENDAR
DAYS PRIOR TO THE DATE ON WHICH THIS AGREEMENT WAS EXECUTED.

31.4 FRANCHISEE ACKNOWLEDGES AND IS AWARE ©F THE FACT THAT SOME
FRANCHISEES OF FRANCHISOR MAY OPERATE UNDER DIFFERENT FORMS OF
AGREEMENTS AND, CONSEQUENTLY, THAT FRANCHISOR’'S OBLIGATIONS AND RIGHTS
IN° RESPECT TO ITS VARIOQUS: ERANCHISEES MAY DIFFER MATERIALLY IN €ERTAIN
CIRCUMSTANCES.

ARTICLE XXXII
ENTIRE AGREEMENT

This Agreement, together with the Area Development ZAgreement, if
applicable, ahd any other Franchise Agreement's thereundexr, constitutes
the entire agréement between Franchisor and Franchisee with réspect to
the subject matter hereof, and this Agreemént supersedes all prior and
contemporaneous agreements between Franchisor and Franchisee in
connection with its subject matter. In the event of any cenflict
betweenh +the terms of this Agreement and the térms of the Area
Development Agreement, if applicable, or any other Franchise
Agreement, the ‘terms of this Agreement shall prewvail. No officer,
employee or oOther servant or agent of Franchisor ot Franchisee is
authorized to make any représentation, warranty or other promise not
contained in this Agreement. No <change, termination or attempted
waiver of any of the provisions of thi's Agreement shall be binding
upen Franchisor or Franchisee unless in writing and signed by
Franchisor and Franchiseée. Nothing in this or in any related
agreement, however, 1s intended to disclaim the representations made
by Franchisor in the franchise disclosute document that is furnished
by Franchisor to Franchisee.

ARTICLE XXXIII
JOINT AND SEVERAL OBLIGATION

If Franchisee consists of more than one (1) person, their
liability under this Agreement shall be deemed to be joint and
several. ' '

ARTICLE XXXIV
SECURITY INTEREST

Franchisee grants to Franchisor a security interest in all of
Franchisee”s interest in all leasehold improvements, furniture,
furnishings, fixtures, equipmént, inveritory and supplies located at or
used in connectien with the Coffechouse, now or hereafter leased or
acquired, together with all attachments, accessions, accessories,
additions, substitutions and replacements therefore, and all cash and
hen-cash proceeds derived from .imnpsurance or the disposition of such
collateral, to seéecure payment and performance of all debts,
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liabilities and obligatiens &f any kind, whenever +and however
incurred, of Eranchisee ‘to Franchisor. Franchiseé agrees to execute
and deliver to Franchisor in a timely manner all financial statements
and other documents negcessary or desirable to ewidence, perfect and
continue the prierity of such security interests under the Uniform
Commércial Code.. For such purpeses, the address of Franchisee and
Franchisor are set forth in Article XXVIII of this Agreement. If
Franchiseeé is in good standing, Franchisor will, upon reqguest, execute
subordinations of its security interest to suppliers, lenders and/or
lessors furnishing equipment or financing for the Coffeehouse.

ARTICLE XXXV
COUNTERPART; PARAGRAPH HEADINGS; PRONOUNS

This Agreement may be executed in any numbér of‘counterparts, all

of which when taken +togeéether shall constitute one and the same
instrument. The paragraph headings in this Agreement arve for
convenience only, and shall not be déenmed to alter or affect any of
its provisions. Each pronoun used in this Agreement shall be deemed
to include the other number of genders.

ARTICLE XXXVI
SEVERABILITY AND. CONSTRUCTION

36.1 Each sectioen, part, term and provision of this Agteement
shall be consideréd severabile; and if, for any reason, any section,
part, tefm or provision is detefmined to be invalid and contrary to,
or in conflict with, any existing or future law or regulation, that
shall not impair the operation of, or affect the remaining portions,
parts, terms or provisions of this Agreement, and the latter will
continue to be given full ferce and effect and bind the parties, and
the invalid sections, parts, terms or provisions shall be déemed not
to be a part of this Agreement; provided, however, that if Franchiser
detetimines that the finding of illegality adversely affects the basic
consideration of this Agreement, .Franchisor and Franchisée may
terminate this Agréement. ’ ;

36.2 Anything to the contfary in this Agreement notwithstanding,
nothing in this Agreement is intended, nor shall be deeimed, to confer
upon. any person or legal entity, other thHan Franchisor or Franchisee
and such of ‘their respective successors and assigns as may be
contemplated by this Agreeément, any rights or remedié€s dnder or by
reason of this Agreement.

36.3 Eranchisee expressly agrees to be bound by any promise or
covenant imposing’the,maximum‘duty'permittéd‘by law, which is subsumed
within the terms of any provision hereof as though it were separately
articulated in and made a part &f this Agreement, that may result from
striking from any of the provisions of this Agreement any portion or
portions which a c¢éurt may hold to be unreasonable and unenforceable
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in a final decision to which Franchisor .is a party, or from reducing
the scope of any promise or covenant to the extent reguired to comply
with such a court order. ’

36.4 All captioens in this Agreement are intended seolely for the
¢convenience of the parties, and none shall be deemed %o affect the
meaning or construction of dny provigion.

36.5 This Agreement shall be eéxecuted in two or more
counterparts, and each copy so exécuted shall be deemed a duplicate
original.

The parties have executed thig§ Agreement on the date first
written above.

FRANCHISOR FRANCHISEE
By:_ ' By:
57
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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, LILC
‘FRANCHISE AGREEMENT
EXHIBIT “B”

‘GUARANTEE AGREEMENT

THIS GUARANTEE AGREEMENT (“Guarantee’) entered into this
day of , 20_, by and between Tom N Toms Franchise, ELLC, a
California limited liability company (“Séeured Party” or “Franchisor”)
and each of the undersigned persons. and their spouses (each a
“Guarantoer’), béing all of the shareholders or menibers, partners,
grincipals or other owners or controlling persons, as appliCable, of
the “Franchisee” or “Debtor’” (as heréeafter defined).

WITNESETH:

WHEREAS, Franchisee, (“Franchisee” or “Debtor”) has entered into
a Franchise Agreement dated , 20 (collectiwvely, the
“Franchise Agreement”) with the Secured Party;

WHEREAS, Guarantor holds $ of ownérship interest in the
Franchisee or other beneficial owner or controlling person, as
applicable, in Débtdr, or a spouse of such person, and will benefit
from thée Franchise Agreement; '

WHEREAS, the Secured Party is willing to enter the Franchise
Agreement with Débtor eonly if Guarantor agrees to guarantee the full,
prompt, complete and faithful performance of all the terms, covenants;
conditions -and obligation(s) on DébﬁOrﬁs'part to be performed under
the TFranchise .Agreémeﬁt, and @all other agreements and instruméngs
ancillary teo such agreements, and including any amendimeénts or renewals
thereof f(the “Documents”); ’

NOW, THEREFORE, in order to induce the Secured Party ‘to enter the
Franchise Agreement and the Documents with Debtor and for other good
and waluable consideration, the receipt and sufficiency of which is
hereby acknowlédged, each Guarantor hereby Jjointly and sevérally
agrees to be bound by the Documents and jointly and severally
covenants and agrees with the Secured RBarty as follows:

‘GUARANTEE,
1.1 Guarantor unconditienally gdarantees the full, prompt,

complete and faithful performance, payment, observance and fulfillment
by Debtor of all of the terms, covenants and;‘cohditionS‘ and any
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obligation(s) under the Documents when due and any .and all fees,
royalties and other sums that may become due to the Secured Pa;ty from
Debtor under the Documents (“Obligation(s)”): Guarantor further adrees
to pay all expenses (including reasonable attoérneys' fees and legal
expenses) incukred By the Secufed Party in endeavoring to colllect the
Obligation(s), ©or .any part thereof, or in securing the performance
thereof, or in enforcing this Guarantee.

1.2 Guaktantof hereby covenants and agrees unconditionally that
in the event Debtor fails +to make any payment due under the
Obligations on the :due date as sét forth in the Document's,. or an event
of default occurs, as defined in the Documents (“Event of Default”),
within ten (10) days of the receipt of written notice from .or on
behalf of the Secured Party to the effect that there exists such an
Event of Default and ef the amount or nature of the Obligation(s)
which Debtor has failed to pay or perform, Guarantor will pay the
éntire unpaid amount thereof to the Secured Party at its office set
forth on the signature pagé attached hereto. In the évent that the
Guarantor shHould fail or decline to pay any sums properly due to the
Seéured Party hereunder within tem (10) days following the Secured
Party's request for the payment 6f ahy such sums, then said sums shall
bear interest at annual interest rate equal to twelve percent (12%) .
Further, if Guaranter shall fail to pay @ny ameunt or perform any
Obligation(s) properly .due to the secureg'Party hereunder, the Secured
Party may institute and pursuie any action er proceeding to judgment or
final decree and may enforce any such judgment or final decree against
Guardntor and. collect; in the 'manneéer prov1ded by law, out of
Guarantor's property, wherever situated, the monies adjudged or
decreed to be payable. ‘

1.3 This Guarantee shall not be limited to any particular
period of time, but rather shall continue absolutely, unconditioénally
and irreviocably until all the terms, covernants and conditions of the
Décument's ‘have been fully and completely performed by Debtor or
otherwise discharged and/or feleased by . the Secured Party, and
Guarantor shall not be released from any duty, obllgatlon or liability
hereunder so long as there is any claim of the Secured Party against
Debtor arising out of the Docufents which have not been performed,
settled or discharged in full.

ARTICLE II
REMEDIES AND RIGHTS OF SECURED PAR’.I.‘!

2.1, The Sécured PRarty shall give Guarantor notice in writing of
an Event of Default or any event which might mature into an Event of
Default known to Secured Party (but neither failure to give, nor
defect 1in, any netice shall extinguish er im any way affect the
Obligation(s) of Guarantor hereunder). Neither demand,'on; nor ‘the
pursuit of any remedies against, Debtor or any other guarantoer of the
Obligation(s) (“Obligor”) shall be required as a condition precedent
to, or neither thé dependency nor the prior termination of any action,
suit, or proceeding against the Debtor or any ©bligor {whether for the
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same or a different remedy) shall bar or prejudice the making of a
demand on Guarantor by thé Sécured Barty and the commencement against
Guarantor after such demand of, any actioem, suit or procéeding,rat law
or in equity, for the specific performance of. any covenant or
agreement contained in the Documents or for the enforcement of any
6ther appropriate legal or equitable remedy.

2.2 Guarantor's liability hereunder 1is primary, direct and
immediate. Guarantor agrees that neither:

(i) The exercise or the failure to exercise by the Secured.
Party of any rights or remedies conferred on Jitf under the
Documents, hereunder or existing at law or otherwise, or against
any collateral; ’ '

(1i) The recovery of a judgment against Debtdr or Obligor;

{iii) The commencement &f an action at law or the recovery
of a judgment at law against Debtor or any Obligor and ‘the
enforcement thereof through levy or éxecution or otherwise;

(iv) ThHe taking or institution or any other action or
proceeding against Debtor or any Obligor; hor

(v) The delay in taking, pursuing or exercising any of the
foregoing actions, rights, powers or reémedies (evén though
requested by Guarantor) by the Secured Party shall extinguish or
affect the Obligatiofni(s) of Guarantor hereunder, but Guatrantor
shall bé and remain liable for and until all Obligation(s) shall
have been fully paid néetwithstanding theé previous discharge
(total or partial) £from £further 1liability of Debtor or any
Obligor or the existence of any bar (total, partial or temporary)
to the pursuit by Guaranter of any right or claim to be
subrogated to the right or claims wof the Secured Party resulting
from any ac¢tfioh of failure or omission to act or delay in acting
by the Secured Party; or amnyone entitled to act in its place.

2.3 In case any of the Guarantor shall become insolvéent or
admit in writing his, her or its inability to pay his, her or its
debts as they mature, or apply for, consent te or acquiesce imn the
appointment of a trustee, receiver, liquidator, assignee, sequestrator
or other similar official for either Guarantor, or any ©f his, Her or
its property; or, in the absence of such application, consent or
acquiescence, -a trustee, Tteceiver, liguidator, assignee; sequestrator
or. other sgimilar official is appointed for Guarantor, or for a
substantial part of hisy her or its property and is hot discharged
within 60 days; or any bankruptey, réorganizatien, debt arrangement or
other proceeding under any bankruptcy, admiralty or insolvency law .or
at common law or in equity is instituted by er against Guarantor, or
remains for 60 days undismissed, then if any such event shall occur at
a time when any of the Obligatiodn(s) May not be then due and payable,
Guarantor will pay to the Sécured Party forthwith the whole wunpaid
amount Under thé Documents and Documents plus any other $ums due under

3
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the Documents and other Doeuments, irrespective of whether any demand
shall have been made on Guarantor, Debtor or any Obligor by
inte¥vention Jin or initiation of Judicial proéeedings relative to
Guarantor, his, her or its -¢rediters or his, her or its property. The
Secured Party may file and prove a claim eor claifis fot thé whole
unpaid amouht or any portion thereof and for any other sums due under
the Documents and other Documéents @and file such other papers or
documents as may be necessary or advisable in order to have such claim
allowed in siuch judicial proceedings and to collect anhd receive any
monigs 6r other property payable or deliverable on any such claim, and
to distribute the same; and any receiver, assignee or trustee in
bamquptcy or reorganization is hereby authorized +to maké such
payments to the Secured Party.

2.4 The benefits, remedies and rights provided or intended to
be providéd hereby for the Secured Party are in additien to and
without prejudice to any ¢ights, benefits, remedies or security to
which the Secured Party might otherwise be entitled.

2.5 Notwithstanding anything mentioned herein to the contrary,
the Secured. Party, from time to time, without notice to Guarantor, may
take all or any of the following actiems without in any manner
affec¢ting or impairing the\liabi}ity of Guarantor hereunder:

(1) Obtain a security interest in any properfy to secure
any of the Obligation(s) hereunder;

(ii) Retain or obtain the primary or secondary liability of
any party or parties; in addition to Guaranto¥, with respect to
any of the Obligation{s);

(iii)Extend the time for payment of the Documents or any
installment thereof for any petiod;

(iv) Release or compromise any liability of Guarantor
hereunder or any liability of any nature of any other party or
parties with respéct to the Obligation(s);

(v) TResort to Guarantor for paymént of any Obligatioen(s),
whether or not the Secired Party shall proceed against any othet
party primarily o6r  secondarily liable on any of the
Obligation(s); or '

(vi) Agree to any amendments, modification or alteration of
the Documents and exercise its rights to consent to any action or
non-action of ‘Debtor which may +viclate the covenants and
agreements contained in the Documents with or without
consideration, onh such térms and conditions as may be accéeptable
to It.

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

4
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for any reason whatsoever (including, without limitation, the
insolveney, bankruptecy or réorganization of Debtor) such
Obligation(s), for purposes of this Guarantee; to the extent that such
payment is or must be rescinded or returned, shall bé déemed to have
continued in existence, notwithstanding such application by the
Secured Party, and this Guarantee shall continue to be effective or be
réinstated, .as the case may be, as to such Obligation(s), all as
though such application by the Secured Party had not been made:

ARTICLE III
GUARANTOR"' S WARRANTIES

3.1 Guarantor represents and warrants to the Secured Party
thatr

(i) This Guarantee has been duly executed and delivered by
the Guaranteor and constitutes a legal, valid and binding
obligation of Guararntor enforceable against him, her or it in
accordance with its terms:;

(ii) There 1is no action, litigation or other proceeding
pending or threatened @against Guaranto¥ before any court,
arbitrator or administrative &genéy which may have a materially
adverse effect on the assets, businesses, or financial condition
of Guarantor, or which would prevent, hinder ot jeopardize his,
her or its performance under this Guarantees

(iii) Guarantor is fully familiar with all of the covenants,
terms and conditions of the Decuments and the Documents;

(iv) The Guarantor is not party to any contract, agreement,
indénture or instrument or subject te any restriction which might,
materially adversely affect his, het or its financial condition
‘which would 4in ahy way jeopardize the ability of Guarantor to
perform heréunder; and

~ (v) The Financial‘stabémént of Debtor attached hereto as
Exhibit “A” is correct in all material respects and accurately
represeiits the financial condition of Debtor as of
20 &
— —

ARTICLE IV
MISCELLANEOUS PROVISIONS

4.1 All the covenants, stipulatiens, premises and agreements
contained in this Guarantee by or on betalf of Guarantor .are for the
benefit of the Secured Party, its successors or assigns and shall bind

‘Guarantot and his, her or its heirs, executors, personal

representative, successors and assiggs,
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4.2 Any notice or demand which by any provision ©of this
Guarantee is reduired or pérmitted to be given by Secured Party to
Guarantor shall be deemed to have beern sufficiently given for all
purposes if given by first-class mail, postage prepaid, teo Guarantor
at the address set forth after his, her or its signature below {until
anothér address is filed by Guarantor with Secured Party for such
puarpeses) .

4.3 The Securéd Party, without notice of- any kind, may sell,
assign or transfer the Documents, and in $suUEh eveént éach and every
immediate and sucecessive assignee or transferee thereof may be given
the right by the Secured Party to enforce this Guarantee in full, by
suilt or otherwise; for its own benefit. Guarantor hereby agrees for
the benefit of any such assighee of transferee that his, her or its
Obligatien(s) hereunder shall not be subject to dny reéduction,
abatement, deféense, set-off, counterclaim &r recoupment for any reason
whatsocever. ’

4.4 Guarantor hereby expressly waives:

(i) Notice of the acceptance by the Secured Party of this
Guaranteey

(ii) Notice of the éxistence, creation or non-payment of
all or any of the Obligationis):

(iii) Presentment, demand, hotice or dishonor, protest and
all other notices whatsoever; and

(iv) All diligence 1in coellection or protection of or
realization on tHe Obligation(s) or any thereof hereunder, or any
security for or guarantee of any of the foregoeing.

4.5 No delay on the part of the Sécured Party in the exercise
of any right or wvemedy shall operate as a waiver thereof, and no
single or partial exercise by the Secured Party of any right or remedy
shall predlude other or further exercise theréeof or the exercise of
any other right or remedy; noer shall any modification or waiver of -any
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 Tespects bé governed by .and

construed and enforced in accordance with the laws: of the State of

California and the °Pparties hereto submit to the non-exclusive
jurisdiction of thé courts of Los Angeles Cou@ty, Califérnia and all

¢gourtis competent to hear appeals'thefeﬁrqmm

4.7 BAny provision of this Guarantee that is prohibited or
unenforceable in any Jjurisdiction shall, as to such jurisdiction, be

ineffective to the wextent of such prohibition or unenforceability

without invalidating the remaining provisions hereef, and no such
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prohibition or unenforceability shall invalidate. or render
unenforceable suyeh provision in any other jurisdiction.

IN WITNESS WHEREOF, 'the parties heréte have executed this
Guarantee as of the date first written above.

“WSECURED: PARTY”

FRANCHISOR

By:

WGUARANTORS” “SPOUSE"
Name

Address:

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
Agreement are as follows:

(i) The premises being leased hereunder shall be used

solely for the operation of a Tom N Toms Coffeehouse.

(ii) Lessor has examined Franchisor’s standard design,
€oncepts and specifications and censents to Lessee’s use of .same
and of Franchisor”s Marks and such signage as Franchisor may
prescribe for the Céffeehouse.

(1i1) Lessee may not sublease or assign all or any part of
1ts .dccupaney‘,fightsJ or extend the term or renew ‘the Ilease,
without Franchisor’s prior written cernsent.

(iv) Lessor shall furnish Franchisor a copy of the executed
lease, including all attachments thereto and related agreéments,
if any, within five (5) days after itsleXeCution, and no change
or amendment to gsuch lease affecting the above terms and
conditions shall be effective without Franchisor’s prior written
approval.

(v) Notwithstanding anything 'to the contrary contained in
this Lease, it is expressly understood and agreed that if the
Franchise Agreement dated the  day of , 20__ between
the Lessee and Franchisor expires or is terminmated for' any reason
whatscever, the Lessee’s rights hereunder shall, &t the option of
Franchisor, be transferred and assigned to Franchisor. Said
option may be éxérciseéd by Franchisor giving the Lessor a notice
in writing within thirty (30) days following the expiration or
termination of the said FEranchise Agreéement, such notice to
specify, inter adlia, the date of such expiration or termination.
Tt is fufther agreed that such notice shall, without futthér act
or formality, operate as an effective assigniient of the Lessee’s
right hereunder ‘to Franchisor and the assumption by Franchisor of
the covenants herein required to be observed or performed by the
Lessee.

(vi) In the event Franchisor elects not. to exercise the
above woeptien, Lessér shall permit Franchisor to enter the
premises in order to make any modification necessary teo protect
Eranchisor’s Marks.

(vii) The Lessor shall give written notigce to Franchisor
(concurrently with the giving of such nofiecé to the Lessee) of

9
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any default by the Lessee under the Lease, and Franchisor shall
have, after the»exPiration.of the period during which the Lessee
may cute such default; an additional fifteen (15) days to cure,
at its sole option, amny such default, providing that if such
default arise€s By réason of the bankruptcy or insoclvencecy of the
Lessee or thé appointment of a receiver over the Lesseée’s assets
or ‘part thereof, Franchisor shall have the right to assume this
Lease upon paynent of any arrears of rental to such date. In the
event of any such assumption, the Lessee shall cease to have any
furthetr rights hereunder.

(viii) The Lessor acknowledges that the said Franchise
Agreemeérit contains a right on the part of Franchisor, in the
event of expiration or termination of ‘the said Franchise
Agreement fer any reason whatsoever, to enter the premises hereby
demised and to operate the Coffechouse for the aceount of the
Lessee for a period as set forth in the said Franchise Agreement.
The Lessor further ackhowledges that such entry by Franchisor
shall not <constitute an assignment of this ‘Lease, nor a
subletting of the premises hereby demised.

(ix) The Lessor acknowledges that Franchisor is executing
this lLeasé solely for the purpose of acknowledgihg the provisions
contained in the foregoingmclaases and agrees that such execution
by Franchiser shall in no way be construed so as to obligate
FranchiSoer for the performance wof any of the terms, conditions,
obligations and €ovenants éontained herein, except. as
specifically set forth in clause (i).

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

FRANCHISOR

By:

FRANCHISEE

By:,

10
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TOM N ‘TOMS FRANCHISE, LLC
FRANCHISE AGREEMENT
EXHIBIT “D”

SITE LOCATION ADDENDUM

Site Location

Tom N Toms Franchise, LLC {(“Franchisor”) aid Franchisee
(“Franchisee) have on this date, » 20, entered .intoe a
certain Franchise Agreement, (“Eranchise Agreement”) and desire to
supplement 1t$ terms as set out below. The parties hereto therefore
agree as follows:

A. Site Selection

Within 1 year, (365) days after -execution of this Addendum,
Franchisee shall &cduire, by lease or purchase, at Franchisee’s
expense ahd subject to Franchiser’s approval, as provided in the
Franchise Agreement, a lecation for the franchised business.

B. Guidelines and Evaluation

In connection with Franchisee’s selection of a site for ‘the
franchised business, Franchisor shall furnish to Franchisee the
following:

1. Counseling and assistance ©on site selectiéon guidelines
as Franchisor may deem .advisabile.

2. Such én-site evaluation as Franchiser may deém
advisable in résponse to Franchisee’s request for site .approval;
provided, however, that Franchisor shall not provide on-site
evaluation for any proposed site prior to the receipt of a market
feasibility study for such site prepared by Franchisee pursuant to
Paragraph C. hereof. TIf on-site evaluation 18 deemed necessary and
appropriate by Franchisor (om its own initiative or at Franchisee's
request), Franchisee shall reimburse Franchisor for all creasonable
expénses ihcurred by Franchisor in c¢onnection with such on-site
evaluation, including, without limitation, the cost of travel, lodging
and meals; following Franchisee’s approval in advance of same. i

C.. 'Site: Approval

Prior to the an@iSition by lease or purchase of any proposed
location f£fér the franchised business, Franchisee shall submit to
Franchisor, in the form specified by Eranchisor, a description of the
proposed location and such other information or materials as
. Franchiser may teasondbly require. Recognizing that time is of the
essence, Franchisee wagrees that it must submit sSuch +information and
matetial for the proposed location to Franchisor for its approval no

1
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later than ( ) days after the execution of the
Franchise Agreement. Franchiser shall have ( )} days after

receipt of such infdrmation and materials from Franchisee to approve
or disappreve, at its sole discretion,: the proposed location as the
location for the franchised business. The proposed location shall not.
be deemed approved urless written notice of approval is given, to
Franchisee‘by Franchisor.

D. L.ease Provisions

The lease for the premises of the franchised business shall be
submitted toe Franchisor for ifs written approval prior to execution by
Franchisee and the Lessor, and shall contain the following terms .and
conditions: ’

1. That the premises shall be‘used‘dniy for the operation
of thHe franchised business.

2. That the landlord has examined Franchisor’s standard
design concepts .and consents to Franchisee’s wuse &f such Proprietary
Marks and signage as Franchiser may prescribe for the franchised
business.

3. That the landléord agrees to furnish Franchisor with.
copies of any and all legters and noticess sent to Franchisee
pertaining to the lease and premises, at the same time 'that such
letters and notices are sent to Eranchisesé.

4. That Franchisee may not sublease or assignh all or any
pa;t of ifs eccupancy rights, or extend the term or reémnéw the lease;
without Franchisor’s prior written coénsent.

5. That Franchisor shall have ‘the gight to énter the
premises to make any modification necessary ter protect Franchisor’s
Proprietary Marks or to cure any défault under the lease or under this
Agreement.

G That. Franchisor -shall have +the option to assume
Franchisee’s occupancy rights, and the right to assign or sublease for
all or any part of the remaining term, upon Franchisee’s default or
termination under such lease or under this Agreéeément.

7. That Franchisor shall be furnished a <copy of the
executed lease, ten (109 days after its execution, and no change or
amendment to such lease affecting thé above terms and conditions shall
be effective without Franchisor’s prior written approval.

E. Relocation
Upon Pranchisor’s approval of a location Ffor the franchised
business, or wupon execution of this Agreement; whichever OCCU¥rS
earlier, the street address of the approved location of the franchised
business shall be recorded and shall be attachéd as Exhibit “a” to
2
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this Agreement. Franchisee shall not. relocate the'ﬁranChiséd business
without the express prior written consent of Franchisor.

F. Cénstruction

Franchisee shall commence coénstruction or leasehold improvements
"“Construction”) 6f the franchise business within. ¢ )
days after Franchisee executes this addendum, executes a lease; or
obtains the right to possession of the premises, whichever occurs
latest. Franchisee shall provide written notice to Franchisor of the
date Construction of the franchised Dbusihess commences within
( ) days after commencement. Franchisee .shall maintain -continuous
Constructien of the franchised business premises and shall complete
Censttruction, including all exterior and interior carpentry,
electrical, painting and fihishing work, and imstallatien of all
furnishings, fixtures, equipment, and signs; 1in accordance with the
approved plans and specifications <at Franchisee’'s expénse, within
(___ ) months after commencement (exclusive of the time lost by reason
of strikes, leckouts, fire and other casualties and acts of God).
Each week during the Construction period, Franchisee and Franchisee’s
architect or general confracte# shall certify in writing to Franchisor
that all work is piroceeding .substantially on schedule, and in
accordance with the approved plans and specifications and all
appiigable laws, Tregulations ordinanceés and Trestrictive -covenants.
Franchisee further agrées that Pranchisor and its agents shall have
the right to inspect the CGonstruction at all reascnable times.

G. Permits and Approvals

Befote or upon completion of Constructien, Franchisee: shall
ebtain, .and shall furnish to Franchisor copies pef, all necessary
permits; approvals, and certificdtes reéquired for occupancy of the
premises and operation of the Ffranchised business. Franchisée shall

pbtain.Franéhisor’s-approval for opening and Shall open the franchised
business within 7 ~ {(_) months after the date of commencement of

Construction.

H. Time of Essence

Franchiseer and Franchisor agree that time iS 6f the eéssence in
Franchisée’s performance of its obligations héergunder. Any failure by
Franchisee to meet the time limits imposed under this Addendum shall
constitute a default under Section 13.2.A of the Franchise Agreement,
for which Franchisor may terminate this Agreement upon notice to
Franchisee.

I. Effect of Franchise Agreement,

This Addenhdum shall be considered an integral part of ‘the
Franchisé Adreement between the parties hereto, and thé terms of this
Addéndum shall be controlling with respect. to the subject matter
hereof. Except as modified or supplemeqted.bY'this Addendum, the terms
of the Franchise Agreement are hereby ratified and confirmed..
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IN WITNESS WHEREOF, the parties héreto have duly executed, sealed
and delivered this Addendum in triplicate on the day and year first
above wtritten.

FRANCHISOR : : FRANCHISEE
By:
4
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TOM N TOMS FRANCHISE, LLC
FRANCHISE AGREEMENT
EXHIBIT “E”

CONFIDENTIALITY AND NON-COMPETITION AGREEMENT

THIS AGREEMENT 1is made,by and between Tom N Toms Franchise; LLC,
a California 1limited liability company (the “Franchisor”), and
{the “Eranchisee”).

WHEREAS, Franchisor has developed an eéstablished business and is
engaged in the developméent, marketing -and sale to franchisees of ah
efficient and distinctive system of training employeés, preparing,
serving, merchandising, and selling products Eypically sold in a Tom N
Toms Coffeehouse, served by a distinctively uniformed staff, and well
trained, in distinctively designed, furnished, decoerated and equipped
Coffeehouses under the name Tom N Toms; and

WHEREAS, Franchisor has developed and uses the name “Tom N Tonis”
and “Tém. N Toms Goffee” and associated service marks, trademarks,

designs, and symbols in the désigh and appearance of its Coffeehouses

(collectively referred to as the “Marks”), identifying the goodwill

which Franchisor has developed in connection with the operation of Tom
N Toms Coffeehouses by Franchisor and its franchisees (all of which is
hereinafter referzed to as the “System”); and

WHEREAS,; Franchisor desites to preserve the Marks and the System,

and ha's plaﬂsrzwhere profitable, to increase the number of Tom N Toms
Coffeehonses within the United States and elseWhere; and

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

WHEREAS, Franchisee’s Manager has been hired by Franchisee to run

the day-to-day activities of Franchisee”s Coffeehouse and such Manager

must therefore be bound by the same cernfidentiality and non-
competition agreement that Franchisee is bound by.

‘IN CONSIDEBATIQN’ of these premises, and the conditions stated
herein, the parties agree as follows: ’

1. : Purpose of Agréément. Franchisor is placing Franchisee in a
position of trust and confidence in the development, marketing, sale

and expansion of the System. @As a precondition of thé grant of the
tight to own and operate a Tem N Toms Coffechouse, FEranchisor desires

to receive from Fkanchisee (i) an agreement not to disclose <certain
information reldting to Franchisor’s business, (ii) ah agreeméent not
to compete against Franchisor forya,certain,peiiod of'timey and (iii)
an :agreement conterning the ownetrship of certain information. This
Agreement sets forth the terms of their agreements and undetstandirigs.
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2. Eranchisor Ownership. of Materials. All irfermation, ideas,
research, methods, ‘techniques, specifications, guidelines, secret
recipes, manuals, procedires, systems, improvements, note€s, data,
tapes, Treference items, financial 4information, 1literature, files,
supplier lists, notebooks, calendars,. sketches, drawings, memoranda,
records and copyrighted and other materials; including Franchisor’s
Confidentdal Operating‘Manual,.and the goodwill associated with them,
which in any way relate to Franchiser’s past, present or potential
business or which were 'prepared or received by Franchisee as a
franchisee of Franchisor and a participant in the System (collectively
referred te as “Confidential Informatien”) ate the exclusive property
of Franchisor. Franchisee agrées to deliwver to Franchisor all copies
of such materials including Franchisee!s own peérsonal work papers,
which are in Franchisee’s possession or under Franchisee’s potential
control at. the request of Franchiso? or, in the absence of siich a
request, uperi the terminatien of that certain Franchise Agreément
dated. everi date herewith between Franchisor and Franchisee (the
“Eranchise Agreement”). '

3. Confidential Information. Franchisee acknowledges that
Franchisor’s Confidential Imformation is & valuable and unique asset
which Franchisee holds in trust for Franchisor’s sole benefit.
Franchisee agrees that Franchisee shall not, at aRy time dufing and
for a period of fifty (50) years after Franchisee ceases to be a
franchisee of Franchisor or a participant in the System, use for
itself or for others, or disclese to any pérson, cofp@tation oY other
entity for any reason, any of Franchisor’s Confidential Information,
without the prior written consent of Franchisor:

4, Trade Secrets. Franchisee acknowledgésv‘that Franchisor’s
Cénfidential TInformation and its methods and techniques of operation,
'and.beverage/food.prepanationf merchandising, recipes, specifiCationg,
its financial condition, customer service, ‘ma%keting and pricing
strategies, as well as the informatioen compiled and developed
regarding improvements ot enhancements to the System, including the

Confidential Operatihg Manual, are uniquely valuable to Franchisor and
have béen developed through considerable expense and effort, and thus

are not. usually ascertainable by a competitor without considerable
investment of effort and expense (“Trade Secrets”).

In light of 'the need to protect and preserve the confidentiality
of these Trade Secrets and in consideration of Franchisee’s continued
right to own and operate a Tom N Toms Coffechouse, Eranchisee agrees,
dt all times while a franchisee of FErahchiser and for as long as
Franchisor remains im business anywhere in the world, to respect the
confidentiality of Franchisor’s Trade Secrets, to use them solely for
the benefit of Franchisor’s business, and to refrain from discloesing
or making available the Trade Secrets to any third party without the
prior written consent of Frarnchiser.  Franchisee further agrees to
take all reasonable security measures to ensute that Franchisee’s
employees ¢comply with this Agreement and such other security measures
as are reasonably requested by Franchisor to prevent accidental
disclosure. ' ‘ '
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5a Assignment of Inventions. All ideas, improvementsl
processes, names, menu items, and enhahcements to the System or which
relate t0 oer are useful te Franchisor’s business ‘which TFranchisee,
alofie or with others, may invent, discoever, maké wor conceive:
(“Inventions”) are the exclusive property of Franchisor, and
Franchisee shall promptly and fully disclose them to Franchiser., At
any Ftime, at Franchisor’s request and expense, Franchisee shall,

wWithout further compensation: (i) promptly recéerd such Inventions with

Franchisor; (ii) execute any  assignments: and other documents
Franchisor deems desirable to protect its rights iIn the Inventions;
and (iii) assist Franchisor in enforcing its rights with respect to
these Inventions.

6. Restrictions on Unfair Competition. It is recognized by
Franchisee that as the natural result of Franchisee’s. participatiodn in
the System as a franchisee of Franchisor, Franchisee will ¢ain access
to Franchisor’s Trade Secrets and Confidential Information, and will
gain the trust, confidence and respect of FEranchiser’s landlords,
customeérs and,sﬁppliers; Franchisee acknowledges that Franchisor has
a legitimate need to protect itself agdinst unfaif competition by its
franchisees -and their employeesy Therefore, in consideration for
Franchisee’s participation, in the System as a franchisee of
Franchisor, Franchisee agrees that while it is a franchisee of
Franchisor and for two (2) vyeats after termination of the Franchise
Agreement, regardless -©of the circumstances giving rise to ‘the
terminatien, or after Franchisee ceases to be a partieipant in the
System, and within the Area of Minimum Competition as defined in
Article XIV of the Franchise Agreemént, Franchisee shall not:

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

substantially similar products, as those sold, distributed,
mangfactired or furnished by Franchisor during +thé term of the
Franchise Agreement. For ‘purQOSes of~ this Agreement,; “similar

business” means a retail beverage service coffeehouse that sells the

same: or Substantially s$imilar products as Menu Items, as such term is
defined in the Franchise Agreéement, where the cumulative sales of such
products comprise at least 50% of total sales of such business;

(b) Engage, directly or indirectly, onh Franchisee’s own
behalfn or on behalf of any other petsony"\firm, partnership .or
corporation, in prowiding, assisting, instructing or supervising the
marketing, dis&ribution or sale of the Products of any similar
business to those offered and provided or manufactured by Franchisor
das of the termination of this Agreéément;

(c} Compete; directly or indirectly, with FEranchisor in
the offering, distribution er sale of products similar to the Products
offered or provided ot manufactured by FEranchisor as of the
termination of this Agreement. Prohibited cempetition under this
siibsection (c) may include, but is met limited to, the solicitatien
of; attempted selicitatioh, or .other «contacts with franchisees,

3
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landleords, suppliérs and customers of Franchisor for the purposeée of
offering, providing oxr delivering Products or services: similar to
those offered and ptovided by Franchisor to the publie; or the
request, suggestion or advice to Franchisees, landlords, suppliers or
custemers, either directly or indirectly, to withdraw, curtail, limit
or cancel their business with Franchiser; or to disclose, directly or
indimectly, te any other person the names and addresses of
franchisees, landlords; suppliers and customers of Franchisor; or the
terms and conditions of Frdnchisor’s contracts with suppliers of these
Produckts;

(d) Hire or engage, or attempt to hire or engage, directly
or indirectly, any individual who is .an employee of Franchisor at the
time of such solicitation, or was an employee during the calendar year
immediately preceding Franchisee’s termination as a participant in the
System as a franchisee of FEranchisor, whether such @aétions are.
undertakén oh Behalf of Franchisee or on behalf of another entity; or

(e) Othervise kake direct actions teo disrupt the
operatlons of Franchisor or interfere with Franchisor’s performance of
it§ contracts with third parties,

7, Enforecement.

(a) Injunction. Franchisee understands and agrees that
Franchisor will suffér irreparable harm. if Franchisee breaches any of
Franchisee’s obligatiecns under this Agreemént, anfd that monetary
damages: shall be inadequate t6 compeénsate Eranchisor for any such

violation. Accordingly, Franchisee .agrees that in ﬁhe event

Franchisee wviolates or threatens to violate any of the provisions of
this Agreemeént, Franchisor, in addition te all other remedies or

-damages which it may have, shall be éntitled to seek an injunction to
prevent or to restkrain any such wviolation by Franchisee or by any or

all of Franéhisee’s directors, stockholders, officers, partners,
employées, agents or any other person directly or indirectly acting
for, on behalf of of Wwith Eranchisee. Franchisee consents to ‘the
seeking of the injunctien as being a reasonable measire to protect
Franchisor’s rights.

(bj Jurisdiction. Franchisee agrees that ahy lawsuit
brought. by Franchisor to enforce its rights under this Agreement shall

bé brought in ‘the appropriate court located in the State of

California, Cqunty of Los Angeles; and Franchisee agrees and coénsents
to the jurisdiction of such court to resolve all disputes which arise
out of ‘this Agreement or any alleged breach thereof in a state court,

regardless of Franchisee’'s residency at the time such suit is Filed.

Any lawsuit brought against Franchisor ©r its officers, directors or
agents arising out of this Agreement, or any alleged breach thereof,
must be brought within ehe (1) year of the event giving rise to the
cause of actien. The failure teo commerce suéh actibn(by or on behalf
of Franchisee within this time period shall serve to bar any rights
Franchisee may have against Franchisor wor. its officers, diree¢tors and
agents.
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{c) Costs. Franchisee further agrees that if Franchisee
acts In any manner which causes Franchisor to 5seek any form of
judicial relief or remedy against Franchisee, and the court determines
FEranchisee has or is violating any of the provisions of ‘this
Agreement, Franchisor, in addition to its other remedies, shall be
efititled to recover from Franchisee all costs incurred,; including its
attorneys’ fees,

8. Reasonableness of Restrictions; .Severability. Franchisee
has read and considered carefully the provisions -of Sections 1 through
7 of this Agreement, and agrees that the restrictions are fair and
reasonably requifed for the protec¢tion of the interests of Franchisor,
its business and its officers, directors and employees, even though no
geeographié limitdtion is included because of the national nature of
the franchise business. Franchisee fiirther agree that the
restrictions set forth ifn this Agréeeémént shall not impair Eranchisee’s
ability to sécure émployment or acquire an interest in a business in
anotheér field of choice; other than the restricted field described in
Sec¢tion 6.

9. ‘Miscellaneéous:.

(a) All -agreemefits and covenant's contained herein are
severable, If any of them, or any part or parts of them, shall be
held invalid by any court of competent jurisdictien for any reason,
then Franchisee agrees that the court shall have. the authority to
reform and modify that provisien in order ‘that the restriction shall

be the maximum necessary to protect Franchiser’s legitimata business

needs as permitted by applicable law amd;public policy. 1In 'so doing,
Franchisee agrees that ‘the court shall impose the provision with
retroactive effect as close as possible ‘to the proevision held to be
invalid. Further, Franchisee agrees that a breach or alleged breach

by Franchisor of any obligation owed by Franchisor shall not affect

the validity or enforceability of the provisions of this Agreement.

(b) This Agreement was entered into and shall be governed,
by the laws 6f the State of California.

(c) No delay or failure by Franchisor to exercise any

right under this Agreement, and neo partial or single exercise of that

right, shall constitute a waiver of that or any other right prowvided
herein, and no waiver of any violatien of any terms and provisions of
this,’ Agreement shall be construed as. a waiver of any succeeding
violatioh of the same or any other provision of this Agtreement.

(d) In the‘event that any provision of this Agreement, or
a portion ‘thereof, shall be held to be invalid or unenforceable, this

ruling shall not affect in any manner the validity of the remaining

provisions.

Page 147 0f 233



(e) The rights and obligations of Franchisor under this
Agreement shall inure to the benefit of and Shall be binding upen the
parties hereto, 4s well as theée affiliates of Franchisor and any future
successors and assigns of Franchisor. :

(E) No modification of this @3Agreement .shall be valid
unless it is in writing and signed by both [Franchisee and an
duthorized representative of FEranchiser. 'This Agreement contains the
entire ‘agreement between the parties and is expressly intended by
Franchisee and Franchisor to supersede and reéplace any prior
agree€ments on these issues between the parties. '

(g) The Manager, if any, hereby executes this Agreement to
evidence his/her or their consent to beé bound by each and every
provision.

IN WITNESS WHEREOF, Franchisor and Franchiseé attest that each
has read and understands the terms of this Agreement, and voluntarily
signed this Agreement 6n this day of , 20

FRANCHI'SOR

By

FRANCHISEE:

By«

(Franchisee)

By:

(Mandger:):
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TOM N TOMS FRANCHISE, LLC
FRANCHISE AGREEMENT

EXHIBIT “F

TRANSFER OF FRANCHISE TO A CORPORATION

The undersigned, as Eranchisee of the Coffeehouse wunder a Franchise
Agreement exécuted on the date set forth below between Franchisee: and
Tom N Toms Franchise, LLC, as Franchisor¥, granting Franchisee a
franchise to opetate at the location set forth below, and the other
undersigned shareholders or members of the Corporatien, who together
with Franchisee censtitute all of the Shareholders of the Corporation,
in order to J4induce Franchisor to consent to the assignment of the
Franchise Agreement to the Corporation in accerdance with the
provisions of Article XX of the Franchise Agreément, agree as follows:

1. The undefsigned Franchisee shall remain peérsenally Iiable
in all respeets under the Franchise Agreemerit and all ‘the other
Shareholders of the Corporatien intending to be legally bound henepy,
agree jointly and seéverally to be personally bound by the provisions
of ‘the Franchise Agreement .including +the restrictive covenants
contained in Article XIV theregf, to thée same extent as if each of
them were Franchisee Set forth in the FEranchise Agreement and they
jointly: and severally personally guarantee all o©f Franchisee’s
obligations set forth in said Agreement.

2. The undersigned agree not to transfer any stock in the
Corporation without the prier writtemn approval of Franchisor and agree
that all stock certificatés representing shares in. the Corporation

shall beatr the following legend:

“The shares of stéck represented by this
certificate are subject to the ‘terms and
conditions set forth in a Franchise Agreement
dated , 20 betweéen Franchisee and Tom
N Teoms FranchHise, LLG". '

3. Franchisee or his designee shall devote his best efforts to
the day-to-day operation &hd development of the Coffeehouse.

4. . hereby agrees to become a party to .and to
be bound by all of the provisions of the Franchise Agreement executed
on the date set forth below between Franchisee and Tom N Toms
Eranchise, LLC ko the same extent as if it were naméd as Franchisee
heregin.:

Date of Frahchise Agreement:
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Location of Coffeehouse:

Narie of €orporation

Name:,
Title:

In consideration of thé eéxecution of the above Agreement, Tom N
Toms Franchise, LLG hereby consents to the .above réferred to
assignment on this day of, 20_ .

Tom N Toms Franchise, LLC

By
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TOM N TOMS FRANCHISE, LLC
FRANCHISE AGREEMENT
EXHIBIT “G”

TELEPHONE NUMBER ASSIGNMENT AGREEMENT
AND POWER OF ATTORNEY i

FOR. VALUE RECEIVED, ‘the undersigned (“Franchisee”) irrewvocably
assigns the telephone listing and numbers stated below and any successor,
changed or feplacementa number or numbers effective uper the date of
termination of the Franchise Agreement described below to Tom N Toms
Franchise, LLC upon the followimg terms:

1. ThHis assignment. is made under the térms. of Tom N Toms
Eranchise Agreement dated ; 20__ authorizing Franchisee to dé
business as “Tom N Toms” or “Tom N Toms Coffee” Coffeehouse (the
“Franchise Agreement”) between Franchiiser and Frarichisée, which in part
pertains to the telephone listing and numbers Franchisee uses in the
operation of the Cofféehousée covered by the Franchise Agreement.

2. Franchisee retains the limitéd right to wuse the telephone
listing and numbers only for transactions and fadVertising“dnderl the
Franchise Agreement while the Franchise Agreemerit between Franchisor and
Franchisee rémains in full force, but upon termination or expiration of
the Franchise Agreement, Franchisee’s 1limited right of use of the
telephone listing and numbérs also terminates. In this event, Franchiseé
agrees to immediately discontinue use of all listings and numbers: At
Franchisor’s request, Franchisee will immeédiatély sign all documents, pay
all monies, and take all cher‘actions necessary to transfer the listing
and numbers to Franchisor. '

3. The: telephone numbers and affiliated listings subject to this
assignment. are: (to beé deéefetmined) and all numbers on the rotary series
and all numbers Frarichisee uses in the Coffeehouse in the fiiturex

4., Franchisee shall pay all amounts owed for the use of the
telephone niimpbérs and affiliated listing it incurs. ©On termination or
expiration of the Franchise Agreement, Franchisee shall immediately pay
all amounts owed for the listing and telephone numbers, whether or not

due, including all sums owed wunder existing contkracts for teélephone

directory advettising.

5. Franchisee appoints Franchisor as his/her attdrney—inrﬁact to
act im Franchisee’s place for the purpose of assigning any telephone
numbérs covered by Paragraph 3 &dbewve to Franchisor wor Franchisor’s

designees or transferees. Franchisee grants Franchiser full authority to

act in any manner propeér or necessary to exercise thésée powérs, including
full power of substitution and sigping or completion of all documents
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required or requested by any telephone company to transfer the numbers,
and ratifies every act that Franchisor lawfully performs in exercising
those powers.

This power of attorney is effective for tem (10) vyears from ﬁhe
date of expiration, cancellation or termination of Franchisee’s rights
undér the Franchise Agreement for any reason.

Eranchiseé inténds that this power of attorney be coupled with an
interest. Franchisee declares this power of atrtorney to be irrevocable
and renounces all ridght 0 reveke it or to appoint anotlHer person to
perform the acts reéeférred to in this instrument. This power of attorney
is mnot affected by FEranchisee’s latef inieapacity. This power is created
to secure performance of & duty to Franchisor and is for consideration.

THE PARTIES have caused this Agreement to be duly signed as
évidenced by their signatures appearing beélow. Persons signing this
Agreement must check the appropriate space and sign in the appropriate
place provided.

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:

FRANCHISGR:

Signed and acceptedlas of the  day of , 20

Tom N Toms Franchise, LLC

38
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Signature of Dépqsitor

TOM N TOMS FRANCHISE, LLC
FRANCHISE AGREEMENT
EXHIBIT “H"

AUTHORIZATION TO HONOR CHARGES DRAWN BY AND PAYABLE TO
TOM N TOMS FRANCHISE, LLC, INCLUDING CHECKS AND ELECTRONIC TRANSFERS

Depositor hereby authorizes and redquesws ~ (the
“Bank”) 0 iniktiate debit and credit entries to Dep051tor 8 account indicated
below drawn by and payable to the order of Tom N Toms Franchisa, LLC (the
“Company”) in checks drawn omn such account payable to the Company or by
Electronic Funds Transfer, pvaided there are sufficient funds: in said accournt
to pay the amount upon presentation.

Depositor agrees that the Bank’s rights with respect to each such charge
shall be the same as if it were a check drawn by the Bank and signed by
Depositor. Depesitor further agrees that if any such ¢hargé is dishonored,
whether with or withoiit cause and whether intentionally or inadvertently, the
Bank shall be under no liability whatsoever.

Bank Name:

Bank Address:

Transit/ABA ‘Nunber:

Account Number:

This autherity is to ¥emain in full force and effect until the Company

‘has receiwved written notification from the depositor of its termination. in

such timé and in such manner to afford the Company and Bank a responsible
opportunity to .act on.such reguest-

Store Address:

Name: of Depositor: . .(Please print Franchiseé name)

Date: Signed

Signature of Dépesitor (in. case more than 1 depositor)

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 know, Tem N Toms Franchise, LLC (the Ftanchiser) and you
dre preparing to enter into a FEranchise Agreement for the establishment
and operation of a Tom N Toms Coffeehouse. The purpose of this
Questionnaire is te determine whether any statements or proumises were
made té you by employees or authorized representdtives of Franchisor, or
by employees or authorizéd représentatiwes of Franchisor’s sales agdents,
that have not beeén authorized or that may be untrue, inaecutate or
misleading. '

1. Are you seeking to enter into the Franchise Agreement in
connection with a purchasé or transfer of an existing Tom N Toms
Frarichise, LLC from an existing Franchisee?

Yes No
2. I had my first face-to-face meeting with a Franchisor
representative on r 20
3. Have you received and personally reviewed the Franchise Agreement

énd each Addendum and related agreements attached to it?

Yes ) No

4. Do you understand all of the information contdined in the
Franchisé Agreement, each Addendum and related agreements provided 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
necessary. )

5. Have you received and personally reviewed the Franchisor's
Franchise Disclosute Document (FDD). that was provided to you?
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Yes Ne
6. Did you sign a receipt for the FDD indicating the date you
received it?

Yes . Noo
7. Do you undersitand all of the information contained in thé FDD and

any state-specifiec Addendum to 'the FBD?

Yes No
If No, what parts of the FDD and/or Addendum do you not understand?
(Attach additienal pages, if necessary.)

.8. Have you discussed. the benefits and risks of establishing and

operating a Tom N Toms. Coffeehouse with an attorney, accountant; or other
professional advisSor?
Yes No

If No, do yoW wish to have more time to do so?

Yes No
9. DG 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 othér businesses, interest rates, inflation, labor and
supply Eost's, lease terms and other economic and busihess factors?

Yes ( No
10. ‘Has any employee or sales agent of Franchisof made any statement
or promise concerning the rewvernues, project cost, project. cost, profits
‘or operating costs of a Ton N Toms Coffeehouse operated by tbe Era@phisor
or its Frarichisees that is contrary to the infermatien contdined in the
FDD?

Yes , No
11. Has any employee or sales agéent of Franchisor made any statement

or. promise negaxding‘the amount of money you may earn in‘operating the
franchised business that is contrary to the information contained in the
FDDP?

Yes No
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12. Has any employee or sales agent of Franchisor made .any statemerit
Ao;:pﬁomisévcghcerniﬁg'the total amount of revenue the Tom N Téms
Cofféehouse will generate that is contrary to the information contained
in the FDD?

Yes No
13. Has any employee of sales agent of Franchisor made any statement

or promise regarding the costs you may incut in operating the Tom N Toms
Goffeehouse that is contrary to or different from, the informatien
contained in the FDD?

Yes No

14. Has any employee or sales agent of Franchisor made any statement
or promise concerning the likelihood ef success that you 'should or might
expect to achieve f£rom operating a Tom N Toms Coffechouse?

Yes . Ne
15. Has any employee or sales agent of Frarnchisotr ‘made any statement,

promise or agreement concerning the advertising, marketing, training,
that is «contrary to, or different from, the information céoéntained in the
EDD?

Yes No.

16. Have you. entered into any binding agreement with Franchisor
concerning the purchase of this franchise prior to today?

Yes ‘No

17. Have you ‘paid any money to Franchisor concerning the purchase of
this franchise prior to today?

Yes No
If you have answered Yes to any one of guestiens 10-17, please provide a
full explanation of e€ach Yes atiswer in the following blank lines.
(Attach additional pages, if necessary, and refer to them below.) If
you have answered No to each of questiéns 10-17, please leave the
f6llowing lines blank.
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1 signed the Eranchise Agreement and Addenda (if any) on . i
20, and acknowledge that no Agreement or Addendum is effectiwe until
signed and dated by the Franchisor.

Please understand that ¥your responses to these questions are important te
s and ﬁhatywe will rely on them. By signing this Questionnaire, you are
representing that you have responded truthfully to the above questions.

FRANGHISEE APPLICANT DATE«
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EXHIBIT D

‘TOM N TOMS COFFEE

AREA. DEVELOPMENT AGREEMENT
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TOM N TOMS FRANCHISE, LLC

. AREA DEVELOPMENT AGREEMENT

THIS AREA DEVELOPMENT AGREEMENT (“Agreément”) is made and entered
into the day of , + 20__, between Tom N
Toms Franchise, LLC, a California corporation whose principal address
is 3435 Wilshire Blwvd., Suite 2090, Los Angeles, CA 90010
(“Franchisor”), and whose principal
address- is

(“Aréa Developer”).

WITNEGSETH:

WHEREAS, Franchisor is engaged in the business of operating and
franchising a specialty coffeehouse known as “Tom N Toms” (“Tom N Toms
Cofféehouse” or “Coffeehouse”); and

WHEREAS, Franchisor has developed a business plan and method in
connection with the operation of Tom N Toms Coffeehouses featuring a
specialized menu featuring premium coffee products and complementary
foed and beverages (®Ménu Items”) and provide carry-eut and on-

premises ‘dining services utilizing certain distinguishing

characteristics include distinective exterior and interior design,
décor, color scheme and furnishings; uniform standards, specifications

and procedures for operations; gquality and uniformity of products and

serineS'~Offered; procedures for management and iﬁventory' controel;
training and assistance; and advertising and promotional programs
(“System”); all of which may be changed, improved and fiirther

developed frém 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

“Tém N Toms Coffee” (the “Mark”), unifoim formats, designs, systems,
methods, specifications, standards and procedures, all of which may be
improved, further developed or otherwise medified from time to time by
Franchisor; and

WHEREAS, thé réputation and goodwill with the public with respect
to thé quality of products and services available at Tom N Toms
Coffeehouses 'have been ahd continue to be of major Dbenefit to
Franchiser and its franchisees; and

WHEREAS, Area Developer recognizes the benefits to be derived
from being identified with &nd being an area developer of Franchisor
and being able to utilize the System and thé Marks which FEranchisor
makes available to its Area Develqpéﬁsv and
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WHEREAS, Area Developer wishes +to obtain certain dewvelopment
rights to open and operate Coffeehouses operating under the Marks
under the System within the territory desctibed in this Area
Development Agreement.

NOW, THEREFORE, the parties, in consideration ef the undertakifgs
-and commitments of each party to ‘the other party set forth herein,
hereby agree as followsi

SECTION I
GRANT

1.1 Franchisor hereby grants to Area Developer; pursuant to the
terms and conditiens of this Area Development Agreemént, certain
development rights (“Development Rights”) to establish and operate

( )y franchised Coffeehouses, and to use the System solely in
connection therewith, at specific locations to be designated in
separate FEranchise Agreements executed as provided in Section 3.1
hereof, and pursuant to the schedule s&t forth in Exhibit “A” of this
Agreement (™MMinimum Performance  Schedule”). Each Coffeehouse
developed hereunder shall be located in the area described in Exhibit
“B” -of this Agréement (“Development Area”) .

1.2 Each Coffeehousé for which an Area Development Right is
granted hereunder shall be establisshed and operated pursuant to a
Franchise Agreement to be entered into betweén Area Developer and
Franchisor in aceco¥dance with Section 3.1 hereof.

1.3 Except as otherwise provided in this Agreement,; Franchisor -
shall not establish, ner franchise anyone other than Area Develgper to
establish, a Goffeehouse in the Development BArea during the term of
this Agreement, provided Area Developer is hot in default hereunder.

1.4 'This Agreement is not a Franchise Agreement and does not
grant to Area Developer any right to use the Marks or System.

1.5 Area Developer shall have no right under this Agreemerit. to

franchise or license others under the Marks or System.

SECTION IT
DEVELOPMENT FEE

In consideration of the development rights: granted herein, Area
Developer shall pay to Franchisor a Development Fee of Thirty Thousand
Dollars ($30,000.00) for the first Coffeehouse plus Fifteen Thousand
Dollars (515,000.080) for each additional Coffeehouse to be developed.

The Devélopment Fee shall be fully earned by Franchisor wupon

execution of‘thiSTAgreement, and shall be'fgr'administratiye and other
expenses Iincurred by Frahchisor and for the development QpPOftunities

Page 161 6f:233



lost or deferred 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 Déveloper finds a location for a
Coffeehouse, then in such event, Area Developer shall submit to
Franchisor fof its evaluation and appfoval, in the form specified by
Franchisor, a description of the site, the terms of the lease or
purchase and such other information and materials as Eranchisor may
reasonably require. Franchisor shall have fifteen (15) business days
after receipt of such information and materials from Area Developer to
approve or disapprove the site in its sole discretion. Th thée event
Franchisor doées not disapprove the site by submitfing Written notice
te Area Developer within fifteen (15) dayé, such site will be deemed
approved by Franchisot, The Area Developer will then be presented
with the then-currént Franchise Agreement for execution. '

3.2 Recognizing that time is of the essence, Are¢a Developer
agrees to exercise each of the Development Rights granted hereunder in
the mannet specified herein, and to satisfy thé Minimum Pexrformance
Schedule in a timely manner. Failure by Area Developer to adhere to
the Minimum Performance Schedule shall constitute a defaiilt uhder this
Agreement as provided in Section 9.1 hereof.

3.3 Area Developer shall exercise each Area Development Right
granted 'herein only by executing a Franchise Agreement for each
Coffeehouse at a site approved by Franchisor in the Development Area
as hereinafter provided within ten (10) days after receipt of said
Franchise Agreement from Franchisor for thHe approved site and return
same to Franchisor for its execution. The Franchise Agreement for the
first Area Development Right exercised hereunder shall be the then-
current form of Franchise Agreement. The Franchise Agreement for each
additional Area Development Right exercised hereunder shall be the
then-current Franchise Agreement,  except that the Reyalty and
Advertising Fees shall not increase and shall be the same as Set_ﬁdrth
in the first Franchise Agreement executed, subject to any non-material
¢hanges therein which are required to ‘be made by changes in any
applicable law, regulation or ordinance in effect from time to time.
In the event Franchisor does not receive the properly executed
Franchise Adgreement with the appropriaté nunmber of cqpies within said
ten (10) days from delivery thérepf £é Area Developer, Franchisor
approval of the site shall be void and Area Developer shall have ho
rights with, respect to .said site. The 'Initial Franchise Fees to be
paid by Aréa DéveLoper shall be Thirty Thoidsand. Dollars ($30,000.00)
for the first Coffeehouse and Fifteen Thousand Dollars ($15,000.00:)
for each of the total remaining Coffeehouses to be developed under
this Agreement, which shall total the Development Fee to be paid by -
Area Déeveloper. The Initial Franchise Fee for the first Coffeehouse
has been paid in full in thé Development Fee; the balan¢e of theé
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Initial Franchise Fee for each additional Coffeéhouse to be developed
shall be paid by Area Developer on the earlier of (i) the date a ledse
or purchasé agreement for the Coffeehouse is executed or (ii} ninety
(90) days prior to the scheduled opening date for said Coffeehouse,
whichever date is earlier. '

3.4 Area Developer acknowledges that ‘the qpéroval of a

particular site for & Coffeehouse by 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 £o said Franchise

Agreement. In no event shall Area Deéveloper relinquish contrel over
each entity operating each Coffeehouse.

‘SECTION IV
DEVELOPMENT RIGHTS AND OBLIGATIONS

4.1 Subject ‘to the provisiens of this .Agreement, Fgaﬂghigor
grants to Area Developer the right to develop Cofféechouses within the
DevVélopment Area (“Development Rights”).

4.2 Provided Area Developer is in full compliance with all the
terms .and conditions of this Agreement, including without limitation
Area Developer’s develdpment obligations described in Section 3.2, and
Area Developer is in full compliance with all of its obligatiions under
all franéhise agreements executed pursuant to this Agreement, then

during the term of this Agreement neither Franchisor nor any of its
affiliates will develep or operate or grant franchises for the
development or operation of Coffeehouses within the Development Area,

éxcept the franchises that are gragted 6 Area Developer pursuant to
this: Agreement and except as otherwise expressly provided inm this
Agreement.

4.3 Upon the terminatien or expiration of +this Agreement,
Franchisor and its affiliates shall have the right te develop and
operate, and te grant to others development rights and franchises to

develop and operate, Coffeehouses ‘within the Dévelopment Area subject

only ‘to the territorial rights granted to Area Developer with respect
to Coffeeliouses operated by Area Developer pursuant to the Franchise
Agreements, i1f applicable.

4.4 Except as expressly limited by Section 3.2 above,
Franchisor and iks affiliates retain 4&l1 rights with vrespect to
Coffeehouses, the Marks and the sale of any goods and services,
anywhere in the world, including, without limitation, the rightr
4.4.1to produce; offer and sell and to grant others the
¥ight to produce, offer and sell the prodicts and any other goods and
services through similar er dissimilar channels of distribution both

Page 163 of:233



'

within and outside the Develeopment Area under trade and service marks

other than the Marks and under any terms and conditions Franchisor

deems appropriate;

4.4.2 to produce, offer and sell and grant others the right
to produce, offer and sell the products and any other goods and

services ‘through dissimilar chanhels of distribution (other than
through a retail coffeehouse) both within and outside the Development

Area. under the Marks and under any terms and conditions FEranchisor
deems appropriate; and

4.4.3 to operate and to grant others the right teo operate
Coffeehouses located outside the Development Area under any terms .and
conditions Franchisor deems appropriaté and regardless of proximity to
a Coffeehouse or Development Area.

SECTION V
‘RENEWAL

This Agreement shall not be subject to renewal.

SECTION VI
TERM

Unless sooner termihated in accofdance with the terms of this
Agreement, the term of this Agreement and all Develcepment Rights
granted hereunder shall expire on the date the last Coffeehouse is
Qpened pursuant to the Minimum Perféormance Scheduler set forth in
Exhibit “A”.

SECTION VII
OBLIGATIONS OF AREA DEVELOPER

7.1 Area Developer acknowledges and agrees that:

7.1.1 Excépt as otherwise provided herein, this Agreeément
includes only the right to select sites for the establishment. of
Coffeehouses and to submit the same t6 Franchisor for its approval in
accordance with the terms of this Agreement. This Agreement dees not
include the grant of a license by Franchisor to Aréea Developer of any
rights to use the Marks, the System, or to open or operate any
Coffeehouses within the Development Area. Area Developer shall obtdin
the licehse té use such additional rights at €ach Coffeehouse upon the
execution of each Franchise Agréement by both Area Developer and
Franchiser and only in, accordance with the terms of each Franchise

Agreement..

7rlfzmhe Develepmént Rights granted hereunder are personal
to Area Developer and cannot be sold, assigned, transferred or
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encumbered, in whole or imn part, except as set forth in Section XI

hereof.

7:.1.3 Except as provided in Sections 7.l1.1 and 7.1.2 hereof,
the Development Rights granted hereunder are mnon-exclusive, and
Franchisor retains the right, in its sole discretion:

(a) To continue teo coanstruct and operate other

Coffeehouses and to use the System and the Marks at any location

outside the Dewvelopment Rrea, and to license others to do so.

(b) To develop, use and franchise the rights to any
trade names, trademarks, service marks, trade symbols, émbleéms;, signs,
slogans, insignia, or copyrights net designated by Franchisor as Marks
for use Wwith different franchise systems for the sale of the different

products or services not in connection with the System at ary

location;, w©on such terms .and -<conditiens as$ Franchisor may deem
advisable and withoeut grarting Area Developer any rights therein.

(c) To develop, mérchandise, Sell and license others
to sell any of ‘Eranchisor’s products, proprietary or otherwise,

presently existing or to be developed in the future, to the publie

through .supermarkets, groceries and other non-Coffeehouse outside of

the Development Area and to use the Marks in connection therewith.

(d) To promote or conduct special events within the
Dévélopment Area; provided, however, ‘that the opportunity to conduct

each special wevent shall first be offered to Area Develeper in
accordance with the +terms of any valid and effective Franchise
Agreement.

7.1.4 Area Developer has sole responsibility for the
performanceé of all obligations arising out of the operation of his
business pursuant to this Agreement, including, but not limited to,

the payment wlhien due 6f any and all taxes levied or assessed by reason
of such operation.

7.1.5Tn all public recéords, in its relationship with other
persons, ‘and in any documents, Area Developer shall indicate clearly
the independent ownership of Atrea Developer’s business and that the
operations of said business are separate and distinct from the

operation of Franchisor”s business.

7.1.6Area Developer shall at all <times preserve in
confidence any and &ll materials and information furnished -of
disclosed to Area Developer by Franchisor, and Area Developer shall
disclose such information or materials only te such of the RArea
Developer’'s employées or agents who must have access to it if

connection with thelf employment. Area Developer shall not at any

time, without Franchisoxr’s prior written consent, copy, duplicate,
record or otherwise reproducé such matéerials or information, in whole
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or in part, nor otherwise make the same dvailablé to any unauthorized
person.

7.1.7 Area Developer shall comply with all requirements of
federal, state and lécal laws, rules and regulations.

7.1.8 Area Developer shall at no time have the right to sub-

franchise any of its Development Rights hereunder.

SECTION VIII
‘SERVICES OF FRANCHISOR

Franchisor shall, at its expeénse, provide the following services;

8.1 <Review Area Developer’'s site selecticn for conformity to
Franchisor standards and criteria for selection and acquisition of
sites upon Franchisor’'s receipt of Area Developer’s writtéen request
for approval thereof.

8.2 Provide Area Developer with standard specificatiens and,
layoutss for the layout, +interior and exterior design, Iimprovements,
equipment, furnishings; decor and signs identified with the
coffeehouses as’ Franchisor makés available to all area developers and
franchisees from time to tinme.

8.3 Review Area Developer’s site plan and final build-out plans
and specifications for confermity to the construction standards and
specifications of the System, wupon Franchisor’s receipt of Area
Developer’s written request for approval thereof.

8.4 Conduct such on-site evaluation as Franchisor may, in 1its
sole discretion, deem advisable as part of its evaluation of Area
Developer’s request for site approwval, provided howewver, that
Franchisor shall not be required to prowvide such on-site evaluation
for ahy proposed site prior to Franchiser receipt of a deseription of
such proposed site and other information and -evidence satisfactory to
Franchisor. If deemed appropriate and if the site réquires
inspection, Franchiser may conduct an orn-site inspeetign.

8.5 Provide such other resources. and assistance as may
hereafter be developed and offered by Franchiser to iks othér area
déevelopers.

SECTION IX
DEFAULT AND TERMINATION

9.1 The éccurrence of any of the follewing events of default
shall constitute good cause for Franchisor, at its option and ‘without
prejudice to any other rights or remedies provided for hereunder or by
law or equity, to6 termifiate this Agreement:
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9.1.1If Area Developer shall, in any respect, fail to meet
the Minimum Performance Schedule.

9.1.2 If Area Developer shall use the System wor Marks, ot
any other‘namés, marks, systems, insignia, symbols or ¥ights which are

thé property of Franchisor except pursuant to, and in accordance with,
a valid and effective Franchise Agreement.

9.1.3 If Area Develeper, or petsohns c¢ontrelling, ceontrolled
by or under common control with Area Developer, shall have any
interest, direct or indirect; in the ownership or ¢peration of any
stotre engaged in the sale of products similar to ‘those pérmitted to be
50ld by Area Developer withim the Development Area or 1in any
coffeehouse which looks 1like, wcopies or 4imitates the Coffechouse or’
operates in & manner teéhding to hawve such effect other than pursuant
to a valid and effective Franchise Agreement.

9.1.4 If Area Develeper shall ' fail to remit to Franchisor
any payments due under this Agreement.

9.1.5If Area Developer 'shall ‘begin work upon any

Coffeehouse at any site uniess all the coenditions set forth in Section

III hereof have been met.

9.1.6 If Area Developer shall purport to effect any
assignment other than in accordance with Sectien XI hereof.

» 9.1.7Except as provided in Section XI hereef, if Area
DevVeloper attempts to sell, assigny transfer or encumber this
Agreement without Franchisor’s priér written approwal.

9.1:8If Area Developer makés, ©r Has made, any material
misrepresentation to Franchisor in connection with obtaining this Area
Development Agreement, any site approval hereunder, or any Franchise
Agreement. '

9.1.9If Area Deveéloper fails to obtain Franchisor’'s prior
written approval or consent, including but not 1limited to site
approval or site plan approval, as expressly required by this
Agreement. '

9.1.10 If Area Developer defaults in the performance of
any other obligation under this Agreement.

9.i.11 If Area Developer defaults in the performance of
any obligation under any Franchise Agreement with Franchisor, provided
such default results in the texminatiap\éf“the Eranchise Agreement.

9.1.12 If Area Developer suffers a violation of any law,

ordinance, rule or regulation of a govetrhmental agency in connection
with the operation of the Céffeehouse, and permits the same to go
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uncorrected after notificatiom ‘thereof, unless there is a bona fide
dispute as to the vielation or legality of such law, ordinahce, rule
or'fegulation, and Area Developer promptly resotts to courts or forums
of appropriate jurisdiction to céntest such violation or legality.

9.1.13 If Area Developer or a shareholdéer of Area
Developer owning twenty-five pereent (25%) Or more of Area Developer’s
voting stock 4is convicted in a court of competent jurisdiction of an
indictable offense punishable by a term of imprisonment in excess of
one (1) year:

9.1.14 If Area Developer, or any persoh contréolling,
controlled by or undet common céontkol Wwith Area Developer, shall
become insolvent by reason 6f inability to pay their debts as they
maturé; shall be adjudicated a bankrupt; shall file or have filed
against any of them a petition in banktuptcy, reéorganization or
similar proceeding under the bankruptcy laws of the United States; or
if a receiver, pérmahéent or temporary; of the business, assets or

ptoperty of Area Developer or any such persoen, or any part thereof, is

appointed by a court of cempetent authoerity; or if Area Developer or
any such person requests the appointment of a receiver or makes a
general assignment for the benefit of creditors or if a final judgment
against Area Developer ©r any such pexrson in the amount of Ten
Thousand Dollars ($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 person are attached .and such

attachment proceedings .are not dismissed within a sixty (60) day

period; oI if exeécution is levied against the business or property of
Area Developer or suit to foreclese any lien or Tortgage against any

of the Coffeehouses, the pnemises thereof or equipment. thereon 1is
instituted and not dismissed within thirty (30) days.

9.2 Upon occurrence of any of the events -set forth im Section
9.1, Franchisor may, without prejudice to any other rights or remédigs
contained in this Agreement or provided by law or equity, terminate

this Agreement. Such termination shall be effective thirty (30) days

after written notice (er such other motice as may be required by

applicable state. law) is given by Eranchiser to Area Developer of any
6f the events set forth in this Section IX, if such defaults are not

cured within such peried. Howevér, termination shall be effective
immediately, witheott notice and without the necessity of further
action by Franchisor, upon eccurrence of any of the events specified
in this Section IX, except where prohibited by any applicable state or

federal Tlaw, whereuponi 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 termination of this Agreement becoming effective for
any reason, or upon eXpiration of the term hereof, Area Developeér
agreés as follows:

10.1.1 To cease immediately any attempts to select sites
on which to establish Coffeéehouses.

10.1.2 To. cease immediately to hold itself out in any

'way as an Area DeVeLdpér of FEranchiser 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 Deveiopér-tavoperate Cof.feehouses in accordance with the terms
of any Franchise Agreement with FEranchisor, executed prior to the

termination of this Agreement, wntil and unless such Franchise
Agreement, or any of them, are terminated in accordance Wwith their

terms, renewed or expired.

10.3 No right or remedy herein conferred upon or reserved to

Franchisor is exclusive of any othe¥ [right of remedy provided or
permitted by law or in equity.

SECTION XI
TRANSFER OF INTEREST

11.1 Thisi Agreement is personal to Area Developer, and Area
Developer shall neither sell, assign; transfer ‘mnor .encumber this
Agreement, the Development Rights, oer any othet intereést hereunder,
néer suffer or permit any such assignment,'transfer or encumbrance to
occur directly, dindirectly or contingently by agreement or by
operation of law witheut the prior written wconsent o6f Franchisor.
Area Develdper understands that this Agréement may not be pledged;
mértgaged, hypothecated, given as security for an dbligation or in any
manner encumbered. ‘The assignment or transfer of any interest, éxXcept
in accordance with thiss Paragraph shall constitute a material breach
of this Agreement.

11.2 In thé event that Area Developer i1is a corporation wor
desires to cenduct business in a corporate capacity, said'co:poration
of¥ assignment to a corpoeration must receive'thé prior written approval
of Franchisor and Axea Devéléper agrees to comply with the provisions
hereinafter specified, including without limitatien restrictions on
the number of shareholders of the corporaticn of assignee corporation
and, where appropriate in Franchisor’s discretion, personal guarantees
by any shakeholder hdving at least 5% ownership irnterest in such
corporation of all of the obligations of said corporation or assignee
Eorporation to FEranchiscor and other parties designated by Franchisor.
The corporation or assignee corporation shall net engage in any

10
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business actiwvities other than those diréctly related to the operation
of the <Coffechouse(s) pursuant to the terms and conditiens of the
Franchise Agreements with Franchisor, and all assets related to the
operation of the Coffeehouse{s) shall be held by the corporation or
assigrnee <corporation, There shall be no transfer fee charged by
Franchisor if such assignment to a corporatien is made within ninety
(90) days after the execution of this Agreement.

The references in Sections 11.2, 11.3 and 11.4 herein to
“Corporation, ” “assignee corporation, ” “stock,” “by-laws, "
“shareholders,” etc., 3shall be deemed teo .include and permit similar
transfers to ofher business entities =such as a limited liability
‘company, limited partnership or business trust, as applicable, in
which case the language of such entity shall be understood (e.g. in
the case of a limited 1iability <company (“LEC”Y or “Company,”
“members, ” “membership interests,” “bpérating- agreemént/” etc.),
unless the context would not S$6 permit such substitution.

11.3 If Area Developer is a corporation or if Area Developer’s
rights hereunder are assigned to a corporation, the. Area Developer, or
those indiwviduals disclosed on Exhibit “B” attached hereto shall be
the legal and beneficial owner of and shall a&ét as such corporation’s
principal officer. The assignment to a cerporation will not relieve
Area Developer of persgonal liability to Franchisor for performance of
any of the obligations under this Agreement. ARy Subsequent transfer
of voting rights of the stock of the corperation or assignee
corporation; .and any transfer or issuance of shares of the corporation
or assignee corporation shall be subject to Franchisor prigr Written
dpproval. Franchisor agrees that it will not unréasonably restrict
the issuance or transfer of sharés wof steck, provided that Area
Developer GOmplies~ with the provisions of this Section XI, and
provided that in no event 'shall any share of stock of such corporation
QrﬁaSSignee corporation be sold, transferred or asSigned\to a business
competitor @©f Franchisor. The articles of incorporation and by-laws
of the Corporation or assignee corporation shall reflect that the
issuanceé and transfer of shares of stoeck are restricted, and all stock
cértificates 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 w
Reference is made +to said Area. Development
Agreement and related Franchise Agreements and to
restrictive provisions of the charter and by-laws
of this corporation.” -

11.4 The corpotation or assignee corporation’s corporate records
shall indicate that a stop transfer order shall be in effect against
the transfer of any steock, except for Etransfers permitted by this
Section XI. In addition o ‘the foregoing, the stoek of such
corporation or assignee corporation shall net be publicly sold or

11
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traded without the prior express written consent of Franchisor, which
shall be given at. the sole discretion of Franchisor. In thé eyvent
that Franchisor approves a public offering of Area Developer, Area
Developer shall présent the offéring circular or prospectus to
Franchisor fo¥ its review within a reasonable time prier ‘to such
offering becoming effective. In no event shall Afed Dévelgper offer
its securities by use of the name “Tom N Toms” or any name deceptively
similar thereto, however, Aréa Developer may make appropriate
referenée to the fact the Area Developer has a Development Agreement
with Franchisor; noxr shall Area Developer relindquish contrel of the
new public company. Area Developer agreés to indemnify and hold
Franchisor'jharmleSS‘ from and against any claims, suits, actiens Or
ofherwise which arise out of or from such publie offeﬁinga

11.5 In the event of the death, disability or permanent
incapacity of Area Developer, Franchisor shall censent to the transfer
of all of the interest of Area Developer to Area Developer’s spouse,
heirs or relatives, by bleoed ©or marriage, or if this Agreement was
originally exécutéd by mere than oné party, then to the remaining
party who originally executed this Agreement; whether such transfer is
made by Area Developer’s Last Will and Testament of by operation of

law. In the event that Area Developer’s heirs do hot obtain the
consent of Franchisor as ptesgribed herein, the personal

representative of Area Developer shall hawve a reasonable time to
diépose of Area Developer’s interest hereunder, which dispesition
shall be subject to all the terms and conditiens for transfers under
this Agreement.

11..6 Area Developer has representeéd to Franchisor that. he 1is
entering into this Area Development Agreement with ‘the intention of
complying with itis terms and conditions and net fer the purpose of
resale of the. Development Rights hereunder. Therefore, Aréa Developer
agrees that any attempt to assign-this Agreement, without Franchisor’s
prior writtem -approval exéept pursuant. to Sectioms 11.2 and 11.3
hereof, shall be deemed to be an event of default.

11.7 If Area Developer receives from a third person and desires
to accept a borna fide written offer to purchase its business,
Development Rights and interests; Franchisor shall have the optioen,
exércisable within thirty (30) days after treceipt of written notice
setting forth the name and address of the prospective purchaser, the
price and terms of such offer, and a copy of such offer and the other
information set forth in this Section 11.7, to purchase such busineéss,
Develepment Rights and interests, includihg Area Developer’s right to
develop sites within the ©Developfient Area, on the same terms and
conditions as offered by said third party. In order that Franchisor

Mmay hayve information sufficient to enable it to determine whether to

exercise 1its option, Franchisor may require Area Developer to deliver
to Franchiser certified financial statements as of the end of Area
Devé&loper’s most reeent fiscal year and such other infermation about
the business and woperations of Area Developet as Eranchiser may
request. If Franchisor declines, or does not accept the offer in

7 . 12
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writing within thirty (30) days, Area Developéer may, within thirty
(30) days from thé expiration of the option period, sell, assign and
transfer its business, Development Rights and interest to said third
party, provided Franchisor has consented to sSuch ttansfer as required
by this Section XI. Any material change in the terms of the offer
prior t& closing of the sale to such third party shall constitute a
new offer, subject to the same rights of first refusal by Franchisor
or its mominee, as in the case of an initial offer. Failure by
Franchisor to exercise the option afforded by this Section 11.7 shall
riot. constitute a waiver of any other provision of this Agreement,
including all of the requirements of this Section with respect to the
proposed transfer.

11.8 Area Developer acknowledges and agrees that the
restrictions on transfer imposed heréin are reasonable and are
necessary to protect the Development Rights, and the System and the
Marks, as well as Franchiser reputation and image, and are for the
pretection,‘of; Franchisor, &Area Developer and other Axea Developers.
Any assignment or transfer permitted by ‘this Seéection XI shall not be
effective until Franchisor receives a completely executed copy of all
transfer documents, and Franchisoer censents in writing thereto.

11.9 PFranchisor agrees not to unreasomably withhold its consent.
te a sale, assignment or ‘transfér by Aréa Develdper hereunder.
Consent to such transfer otherwise peéermitted or permissible as
reasonable may be refused unless: '

11.9.1 All obligations of the Area Developer created by
this Agreement; all other franchise documents, inéluding all Franchise
Agreements, and the rélationship created hereunder are assumed by the
transferee.

11.9.2 All ascertained or liguidated debts of Area
Developer to Eranchiser or its affiliated or subsidiary corporations
are paid.

11:9.3 Area Developer is mnot in default hereunder.
11.9.4 Franchisor 1is «reasonably satisfied that the

transferee méets all of the requirements of FEranchisor f£6r new areéa
developers, 1including but not limited to, good reputation -and
character, business acumen, .operatiqnal ability; management -skills,
finandial strength and other business considerations.

11.9.5 Transferee executes or, in appropriate
circumstances, causes all necéssary parties to execute, Franchisor’s
standard form of Area Development BAgreement; Franchise Agreements fof
all coffeehouses open or under construction hereunder, and such other
then-=current ancillary agreements, including’;personal guarantees;
being required by Franchiéor of new area deveLopers on the date of
transfer. »
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11.9.6 Area Developer executes a 'general release under
seal, in a form satisfactory to Franchisor, of any and all claims
against. Franchisor, its officers, directors, employees and principal
stockholders of ahy and all claims and causes of action that he may
have against Franchisor or any subsidiary or affiliated corporations
in any way relating to this Agreement or the penférmance"or non-

performance: thereof by Franchisor.

11.9.7 Area Developer or transferee pays te Franchiser a
transfer fee in an amount equal te twenty-five percent (25%) of the
Development Fee paid by Area Developer t6 cover Franchisor’s
reasonable costs in effecting thé transfer and in providing training
and. ether initial assistance to transferee. )

11.10Upon the death or mental incapacity of any person with an
interest of more than twenty-five percent (255%) in this Agreement. or
in Area Developer, the  executor, administrater ©f personal
representative of such person shall transfer his interest to .4 third
party approved by Franchisor within twelve (12) months. Such
‘transfers, inéiuding, without 1imitation, transfers by devise or
inheritance, shall be subject to the same conditions as any inter
vivos transfer. However, in the case of transfer by devise or
inheritance, if the heirs or beneficiaries of dny such person are
unable to meet the coriditions set forth in Section 11.1 hereof, the
personal representative of the deceased shall have a reasonable time,
not to exceed twelwe. (12) months from +the date said personal
representative is appointed, to dispose of the deceased’s intérest in
Area Developer or .in the Development Rights, which disposition shall
be subject to all tHe term$ and conditions for transfers contained in
this Agreément. It is: understood and agreed, however, that
notwithstanding the foregoing, the Minimum Performance Schedule shall
be complied with as though no such death or mental incapacity had
occurred, In the event the interest described abowe is not dispeosed
of within such time, Franchisor shall have the right teo terminate this
Agreement, provided such termination had not previously ogccurred for
failure to perform pursuant to the Minimum Performance Schedule, upon
ninety 1(90) days’ notice to Area Developer’s representative, or
Franchisoxr shall have the right to re-purchase same at the same price
being sought by the Area Developer’s representative, ‘

11.11 Franchisor’s eonsent to a transfer of any interest in Area
Developer or in thé Development Rights pursuant to this Section shall
net constitute a waiver of any claims it may have ‘against the
transferring party, mnor shall it beée deemed a ‘walver of Franchisor
right to demand exact compliance Wwith any of ‘the terms of this

Agreement 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 person, paftnership, wcorporation. or other legal
entity provided that the transferee agrees in writing to assume all
obligations ‘undertaken by Franchisor Théreéin and Area Devéloper

14
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receives a statemént from both Franchisor and its transferee to that
effect. Upon. such assignment and assumptien, Franchisor shall be
under no further obligatien hereunder, except for accfuéed liabilities,
if any. Area Developer flurther agrees and affirms that Eranchisor may
go public; may engage in a private placement of some or all of its
securities; may merge, acquire other corporatiens, or be acquired by
another corporation; and/.or may unidettake a refinancing,
recapitalization, leveraged buyout or other economic or financial
restructuring. With regard to any of the above sales, assignments and
dispesitions; Area Developer expressly and specifically waives any
claims, demands or damdges arising from eor related to the loss of
Franchisor namé, Marks (Or any variation thereof) and System and/or
the loss of association with. or identification of Franchisoer as
Franchiser 'under this Agreement. Area Developer specifically waives
any and all other claims, demands or damages arising from -or related
to the foregoing merger, acquisition and other business combination
activities including, -without limitation, any claim of divided
loyalty, breach of fiduciary duty, fraud, breach of ¢ontract or breach
of the implied covenant of good faith and fair dealing.

If Franchisor assigns its rights in ‘this Agreemént, nothing
herein shall be deemed to require Franchisor t06 remain in the “Tém N
Toms” business or to offer or sell any products or services to. Area
Developer.

11:13 This Agreement =shall .inureé to the benefit of Franchisor,
its successors and assigns, and Franchisor shall have ‘the right to
transfer or assign all or any part of its interest herein to -any
person or legal entity, provided such transferee agrees to perform all
6f Franchisor obligations hereunder.

SECTION XII
COVENANTS

12.1 Area Deweloper specifically acknowledgéé that, pursuant to
this Agreement, Area 'Develqper will receiwve valuable training and
confidential information, including; without limitation, sectet
recipes, information regarding the marketing methods and technigues of
Franchisor and the System. Area Developer covenants that during the
term of this Agreement, except as otherwise approved in writing by
Franchisor, Area Déveiepér and persons controlling, controlled by or
under commén control with Area Developer; shall not, either ditectly
or indirectly, for himself, or through, on behalf of or in conjunction
with any person, persons or legal entity:

12.1.1 Divert or attempt to divert any business or
client of the Franchised Business to any competitor, by direct or
indirect ‘inducement or otherwise, wor do or perform, directly tor
indirectly, any other act injurious or prejudicial to the goodwill
associated with the Marks and the System.
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12.1:2 Employ or seek to employ any person who 1s at the
time employed by Franchisor or by any other franchisée or Area
Developer of Franchisor, or otherwise dipectly or indirectly induce or

seek to induce such perseon to leave his or her employment thereat.

12.1.3 Own, maintain, advise, help, invest 1in, make
loans to, be employed by, engage .ih of 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 ot in part, in the-
sale; of the proprietary ‘products for on-premises and carry-out
consumption and/or dperating a similar coffeehouse .concept selling the
proprietary products sold by Franchiser or any of its franchisees or
which Area Developer may be autherized to offer in connection with the
Franchised Business.

12.2 Area Developer covenants that, except as otherwise approved
in writimng by Franchisor, Area Developer shall not, for a continuous
and uninterrupted periéd commencing ‘upon the expiration or termination
of this‘Agreement, and continuing for two (2) 'years thereafter (@nd,
in case of any violation of this covenant, for two (2) years after the
violation ceases), either direétly ot indirectly, for himself or
herself, of¥ through, on behalf of eor in conjunction with any person,
petrsons, partnership or corporation, own, maintain, advise, help,
invest in, make leans to, be empleyed by, engage in or have any
interest in any business other than the Eranchised Business
specializing, in whole of in part, in providing the sale of the
proprietary beverage/food items for on-premises and carry-out
éonSumption and/or operating a similar coffeehouse cbrRgept seliing
those Menu Items sold by Franchiser, its franchisees or any other type
of service which Area Develqpe; fnay bé authorized to offer in
connection with thHe Franchised Business, which is located:

12.2.1 Within the Development Area; or
12.2.2 Within a radius of ten (10) miles of the location

of any Coffeehouse; or

12.2.3 Within a radius of ten (10) miles of the loc¢ation
of any other business using the System, whether franchised or owned by
Franchisoge.

12.3 Subsections: 12.1.3 and 12.2 of this Section shall not apply
to ownership by Area Developer of less than a Ffive percent (5%)
beneficial. interést in the outstanding eguity securities of any
corporation of ¢éther entity which is registered under the Securities
Exchange BAct of 1934.

12.4 The parties agreé that -each of the foregoing covenants
shall be construed as independent of any other covenant or provision
of this Agreement. If all or any portién of &4 covemant in ‘this
Section XIT is held unreasonable or unenforéeable by a court or agency
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- having valid jurisdictien in any unappealed final decision to which

Franchisor is a party, Area Develéper exptressly agrees to be bound by
any lesser covenant subsumed within the terms of such covemant that
imPOSES the maximum duty permitted by 7law, as if the fesﬁl@ing
covenant were separateély stated in and made a part of this Section
XIT.

12:5 Area Developer understands and acknowledges that Franchisor
shall have the right, in its Sole discretioen, *to reduce the scope of
any cevenant set forth in sSubsections 12.1 and 12.2 or any portion
thereof, without. Area Developer’s consent, effective 1mmedxately upon
receipt by Area Developer of written notice theréof, .and Area
Developer agrees that it shall comply forthwith with any covenant as
s6. modified, 'which shall be fully enforceable notwithstanding thé
provisions of Section XVI hereof.

12.6 Area Developer expressly agrees that the existence of any
claim it may have against Franchisor, whether or not arising from this
Agreement, shall not constitute a defense to the enforcement by
Eranchisor. of the coevenants in this Section XIIL.

12.7 .Area Developer acknowledges that any failure to comply with
the requirements of this Section XII would cause Frahchisor
irreparable injury for which noe adequate remedy at law may be
available, @and Area Developer hereby accordingly consents to
Franchisor seeéking injunctive relief prohibiting any conduct by Area
Developer in vielatien of the terms of this Section XII. Eranchisor

may further avail itself of any other legal or equltable rights and

remedies which it may have under this Agreement or otherwise.

12,8 At Franchisor request, Area Developer. shall require and
obtain the execution of covenants similar to those set forth in this
Section XII (including covenants applicable upon the terminatiofi of a

person’s relationship with Area Developer) from any or all of the

following persoris:
12.8:1 All Coffeehouse managers of Area Developer and
any other personnel employed by Area Developé€r who have received

training from Franchisoér;

12.8.2 All officers, directers and holders of a

beneficial interest of five percent (5%) or more of the securities of
Area Developer and of any corperation directly or indirectly

controlling Area Developer, if Area Developer is a corporation; and

12.8.3 The general partners and any limited partners
(ineluding any corporatiom, and the officers, directors @and holders of
a benefi€ial intérest of five percent (5%) or more of the seécurities
of any corporation which controls, directly or indirectly, any general

or limited ‘partner), if Area Developer is a partnership.
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Each covenant required by this Subsection 12.8 shall beé in a form
satisfactory to Franchisof, incliuding, without limitation, specific
identification of Franchisor as a third party beneficiary of such
covenants with the independent right to enforce them. Failure by Area
Developer. to obtain executien of a covernant reguired by this
Subsection 12.8 shall constitute a default under Section IX hereof.

12.9 During the term of this Agreemehk, an officer or agent of
Eranchiser shall have the right to inspect any Goffeehouse in which
Area Developer has an interest at reasonable times and during normal
business hours to the extent reasonably necessary to determine whether
the conditions of this Section XIT are'beihg satisfied. If, by reason
of such 4dinspections or otherwise, Franchisor has reason to believe
that Area Developer is not in full compliance with the terms of this
Section, Franchisor shall give notice of such default to Area
Developer, specifying the nature of such default. If Area Developer
denies that it is in default héreunder, as specified by Eranchisor, it
shall have the burden eof establishing that such default does not exist
and shall give notice to Franchisor of its positien, within ten (10)
days of receipt of the notice fromi Franchisor. Ulnless Area Developer
so denies such default, it shall immediately take all steps to cure
said default in & manner satisfactory to Franchisor.

SECTION XIII
NOTICES

Any and all notices required or permitted under this Agreement
shall be in writing and shall be personally deliwvered or mailed by
certified or registered ma&il, retufn rédéipt requested; to the
respeective parties at thHé follewing addresses unless and until a
differerit addréss has been designated by written noticeé té the other
partys:

Notices te FEranthisér: TofM N Toms FEranchise, LLC
3435 Wilshire: Blvd.; Suite 2090
Los Angeles, CA 90010
Tel: 213 568-3577
Fa%: 213 568-3584
Attention: President

Notices to the Area Developer:

Any nqti@é by certified or registered mail shall be deemed to
have beéeri 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 does not create a fiduciary relationship between ‘them, and
that nething in, this Adreeéement i1is intended to constitute either party
an agent, legal representative, subsidiary, joint wventurer, partner,
employee or servant of the other for any purpose whatséever. Each
party’ to this Agreement is an indepehdént 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
independent contracter operating pursuant to this Agreemeént. Atrea
Déveloper agrees to take such actions as shall be necessary to that
end.

14,3 Area Develdpeéer understands and agrees that nothing in this
Agreement authorizes Area Developer to make any coéontract, a—gir_’ee‘m'érit-,
warranty or representation on Franchisoer's behalf, or to6 incur any
debt or other obligation in Franchiser’s mname, and that Franchisor
assumes no liability fer, nor 5hall be deemed liable: by reason of, any
act or omission of Area Developer or any claim or judgment arising
therefrom. Area Developer shall indemnmify and hold Franchiser and
Franchisor’s officers, directors, and émployees harmless against any
and all such claims arising directly or indirectly from, as a result
of, or in connection with Aréa Developer’s activities hereunder, &s

well as the ¢ost, including reasonable attorneys’ fees, of defending

against them; except that the foregoing shall noet apply to
infringement actions regarding the Marks which are caused solely by
actions of Franchiser or actions caused by the negligent acts of
Franchisor or its agents.

SECTION XV
APPROVALS

15.1 Whenever this Ag‘neeimént requires the prior .approval or

consent of Franchiser, Area Developer shall make a timely written,

request to Franchisor, and, except as otherwise provided hetein, any
appreval or consent granted shall be in writing.

15.2 Franchisor makeés noé warranties or guarantees upon which,

Area Developer may rely, and assumes no liability or obligation to
Area Developer or any third party to which it weould not otherwise be
subject, by providing any waiver, approval, advise; consent or

services teo Area Develeépér in connection with ‘this Agreement, or by

reason of any neglect, delay or denial of any request therefore.
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SECTION XVI
‘NON-WAIVER

No failure of Franchisor to exercise any power reserved to it
under this Agreement or to insist upon compliance by Area Developer
with any obligation or condition ih this Agréeement, and no custom or
practice of the parties at wvariance with the terms ‘hereof, shall
constitute a waiver of Franchisor rights to demand exact compliance
with the terms of this Agreement. Waiver by FEranchisor of any
particular default shall net affect or impair Franchisoer”s right with
respect to any subsequéent default of the same or of a different
nature; nor shall any delay, forbearance or omission of Eranchisor to
exercise any power or right arising ocut of any breach or default by
Area Developer of any of the terms, provisions or covenants of this
Agreement affect or #mpair Franchisor”s rights, ner shall such
constitute a Waiwver by Franchisor of any rights hereunder or rights to
deglare 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 provision of this
Adgreement. The provisions of this Agreement shall be deemed severable.

17.2 1f all or any portion of a ¢oveénant or prowvision of this
Agreement is held unreasonablé or unenforceable by a court or agency
having wvalid jurisdiction in a decision to which Franchisor is5 a
party, Area Developer expressly agrees to be bound by any lesser
covenant or provision imposing the maximum duty permitted by law which
is subsumed within the terms of such covenant or provisioen, as if that
lesser covenant or proévision were separately stated in and made a part
of this Agreement:

17.3 Nothing in this Agreement shall confer upon any person or
legal entity otheér than Franchisor or Area Developer, and such of
their respective successors and assigns as may be <contemplated by
Section XI hereof, any rights or remedies ‘urider or by reason of this
Agreement.

17.4 All captions in this Agreement are intended solely fof the
convenience of the parties and none shall be dgemed to affect the
meaning or- constructien of any provision hereof.

17.5 All references herein to gender and number shall be
construed to include such other gender and humber as the: context may
require, and all acknowledgments, promises, covenants, agreements and
obligations herein made or undertaken by Area Developer shall be
deemed jbintly arid, severally undertaken by all those executing this
Agreement on behalf of Area Developer.
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17.6 This Agreement may be executed in multiple counterparts,
and each copy of executed Agreement 'shall be déemed ah original.

SECTION XVIII
ENTIRE AGREEMENT - APPLICABLE LAW

This Agreement, the documents referred to herein and the Exhibits
attached hereto constitute the entire, full and complete agréement
between Franchisor and Area Developer .chncerni“rig the subject matter
hereof and supersede any and all prior agreements. No amendment,
change or wvatriance from this Agreement shall be binding on either
party unless mutually agreed to by the parties arnd exeécuted by their
authorized officers or agents in writing. This ZAgreement 'shall be
interpreted and construed under the laws of the State of California,
and the parties: hereto consent to irrevocably submit to the
jurisdiction wof all courts located within the State of Califernia,
County of Los Angeles. Nothing in this or in any related agreement,
however, is intended to disélaim the representations made by
Franchisor in theé franchise disclosure document that 1is furnished 'by
Franchisor to Franchisee.

ARTICLE XIX
ARBITRATION

19.1 IN THE EVENT ANY PARTY IS REQUIRED ‘TO EMPLOY LEGAL COUNSEL
OR TO INCUR OTHER REASONABLE 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 FAILURE 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
HEREUNDPER, 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 ENEORCING SUCH
OBLIGATION OR IN DEFENDING AGAINST SUCH GLAIM, DEMAND, ACTION, OR
PROCEEDING, WHETHER INCURRED PRIOR TO OR IN PREPARATION FOR OR
‘CONTEMPLATION OF THE FILING OF SUCH ACTION THEREAFTER. ‘NOTHING
CONTAINED IN 'THLS PARAGRAPH SHALL RELATE TO ARBITRATION PROCEEDINGS
PURSUANT TO THIS AGREEMENT.

19.2 EXGEPT AS SPECIFICALLY OTHERWISE PROVIDEP 1IN ‘THIS
AGREEMENT; THE PARTIES AGREE THAT ALL CONTRAGT DISPUTES THAT CANNOT BE
AMICABLY SETTLED SHALL BE DETERMINED SOLELY AND EXCLUSIVELY BY
ARBITRATION UNDER THE FEDERAL ARBITRATION ACT AS AMENDED AND 1IN
ACCORDANCE WITH THE RULES OF THE AMERICAN ARBITRATION ASSOCIATION OR
ANY SUCCESSOR THEREOF. ARBITRATION SHALL TAKE PLACE AT AN APPOINTED
TIME AND PLACE IN THE STATE OF CALIFORNIA, CQUNTY 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 ‘THTRD ARBITRATOR.. IF EITHER PARTY SHALL FAIL TO DESIGNATE AN
ARBITRATOR WITHIN SEVEN (7) DAYS AETER. ARBITRATION IS REQUESTED, OR IF
THE TWO ARBITRATORS SHALL FAIL TO: SELECT A THIRD ARBITRATOR WITHIN
FOURTEEN (14) DAYS AFTER ARBITRATION IS REQUESTED, THEN AN ARBITRATOR
SHALL: BE SELECTED BY THE AMERICAN ARBITRATION 'ASSOCIATION OR ANY
SUCCESSOR THERETO UPON APRLICATION OF EITHER PARTY. JUDGMENT UP®ON ANY
AWARD OF THE MAJORITY. OF THE ARBITRATORS SHALL BE BINDING AND SHALL BE.
ENTERED IN° A COURT OF COMPETENT JURISDICTION. THE AWARD OF THE
ARBITRATORS MAY GRANT ANY RELIEF WHICH MIGHT BE GRANTED BY A COURT OF
GENERAL JURISDICTION, INCLUDING, WITHOUT LIMITATEON, BY REASON OF
ENUMERATION, AWARD OF DAMAGES {BUT EXCLUDING INJUNCTIVE RELIEE); AND
MAY, IN THE DISCRETION OF THE ARBITRATORS, ASSESS, IN ADDITION, THE
GOSTS OF ARBITRATION, TINCLUDING THE REASONABLE FEES ‘OF THE ARBITRATORS
AND REASONABLE ATTORNEXYS’ FEES, AGAINST EITHER OR BOTH PARTIES, IN
PROPORTIONS AS THE ARBITRATORS SHALL DETERMINE.

19.4 NOTHING HEREIN CONTAINED SHALL BAR THE RIGHT OF EITHER
PARTY ‘TO SEEK AND OBTAIN TEMPORARY AND PERMANENT INJUNCTIVE. RELIEF
FROM A COURT OF COMPETENT JURISDICTTON CONSISTENT WITH ARTICLE XIX
HEREOF IN ACCORDANCE WITH APPLICABLE LAW AGAINST THREATENED CONDUCT
THAT WILL IN ALL PROBABILITY CAUSE L0OSS OR DAMAGE TO AREA DEVELOPER OR
COMPANY .

19.5 IT IS THE INTENT OF THE PARTIES. THAT ANY ARBITRATION
BEIWEEN ‘THE AREA DEVELOPER AND <COMPANY REGARDING A CLAIM OF AREA
DEVELOPER SHALL BE OF AREA. DEVELOPER’S INDIVIDUAL CLAIM AND THAT NO
SUCH CLAIM SUBJECT TO ARBITRATION SHALL BE ARBITRATED ON A CLASS-WIDE
BASTS.

SECTION XX
TIMELY PERFORMANCE

Area Developer hereby acknowledges that its timely development of
the ‘Coffeehouses in the Development. Area in accordance with the
Minimum Performance Schedule is of material importance to Franchisor
and Area Developer.. Area Developer. agrees, as a condition of the
continuance of the rights granted hereunder, to develop and open

Coffeehouses within the Development Area in accordarice with the

Minimum Performance Schedule, te operate such Coffeehouses pursuant to
the terms of the :Eranchiﬁe Agpéeménts and to maintain all such
Coffeehouses 1in ‘operation continuously. A  failure or delay in
performance by any party to this Development Agreement §hall not be a
default hereunder if such failure or delay arises out of or results
from a Eorce: Majeuré, which for purposes of this Development Agreement

shall be defined as fire, floed; earthquake or other natural

disasters, or acts of a.public enemy, war, rebellicn or sabotadgé.
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SECTION XXI
ACKNOWLEDGMENTS

21,1 AREA DEVELOPER ACKNOWLEDGES THAT THE SUCCESS OF THE
BUSINESS VENTURE CONTEMPLATED BY THIS AGREEMENT INVOLVES SUBSTANTIAL
BUSINESS RISKS AND WILL BE TOTALLY AND COMPLETELY DEPENDENT UPON THE
ABILITY OF AREA DEVELOPER AS AN INDEPENDENT BUSINESS PERSON.
FRANCHISOR EXPRESSLY DISCLATIMS THE MAKING OF; AND AREA DEVELOPER
BAGCKNOWLEDGES NOT HAVING RECEIVED; ANY WARRANTY OR GUARANTEE, EXPRESS
OR IMPLIED, AS TO THE PROTENTIAL VOLUME, TPROFITS OR SUGCGESS OF 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 DFEVELOPER AMPLE TIME AND OPPORTUNITY TO CONSULT WITH
ADVISORS OF AREA. DEVELOPER’S OWN CHOOSING, ABOUT THE POTENTIAL RISKS OF
ENTERING INTO THIS AGREEMENT.

21.3 ARFA DEVELOPER AND EACH ©OF ITS PRINCIPALS, IF &
CORPORATION, EXPRESSLY ACKNOWLEDGE THAT NEITHER IT NOR THEY HAVE
RELIED UPON ANY EARNINGS CLAIMS, SUCH AS ORAL OR WRITTEN STATEMENTS OR
SUGGESTIONS, MADE BY ANY REPRESENTATIVE: OF OR ENY OTHER PERSON
PURPORTING TO BE ACTING ON BEHALF OF FRANCHISOR REGARDING THE
POTENTIAL FUTURE SALES, REVENUES ®R PROFITS WHICH MAY BE DERIVED FROM
OPERATION OF FRANCHISOR COFFEEHQUSES OR DEVELOPMENT OF THE DEVELQPMENT
AREA.

SECTION XXII
EFFECTIVE DATE

This Agreement shall be effective as of the date it is executed

by both parties.

IN WITNESS WHEREOF, the parties hereto have ditly exécuted, sealed
and delivered this Agreement in tiﬁplicété:on the day and year first
above written.

FRANCHISOR AREA DEVELOPER:

(Signature) / (Signature)

(Printed Name & Title) (Printed Name & Title)
23
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TOM N TOMS FRANCHISE, LLC
AREA DEVELOPMENT AGREEMENT

EXHIBIT “Aa”"

Minimum Performance Schedule

The Agreement authorizes and obliges Area Developer to éstablish
and operate () ™“Tom N Toms” (Coffeehoises pursuant to a
Franchise Agreeément for éach Coffeehouse: The following 1is Area’
Developer’s Minimum Berformance :Schedule:

Coffeehouse | Open &  Payment | Balance
Nunber Operating 'Made Due Due Date
On or Before Pex .Store
1L
APPROVED:
AREA DEVELQPER Franchisor
By By~
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TOM N TOMS FRANCHISE, LLC

AREA DEVELOPMENT AGREEMENT

EXHIBIT “B”

Devélopmént Area

The following describes the Development Area within which Area
Developer may locate “Tom N Toms” Coffeehouses under this Agreement:

EPPROVED:
AREA. DEVELOPER Franchisor
By: , By
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TOM, N TOMS FRANCHISE., LLC

EXISTING COFFEEHOUSES IN DEVELOPMENT AREA,

EXHIBIT “C”

APPROVED:
AREA DEVELOPER ERANGHISOR
By: By
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TOM N TOMS FRANCHISE, LIC
AREA DEVELOPMENT AGREEMENT
‘EXHIBIT “D”

CERTIFICATION OF AREA DEVELOPER

The undersigned, personally and. as an officer or partner of Area
Developer, as applicabile, does hereby‘gertify that he has conducted an
independent inveéstigation of the business contemplated by this Area
Deveiopment.Aqreememt and the Eranchiser Franchise Agreement, and that

the decision to execute the Area Development Agreement was based
entirely upon the independent investigation by the wundersigned; and

the undersigned further certifies that he has not relied upen, in any

way, any claims regarding potential sales, income, of .earnings to be
derived from the business contemplated by the Franchise Agreement and

Area Development Agreement, and has not relied upon any claims
regarding past or cutrrent wsales, inceme wor earnings of Company-
operated “Franchisor “ Coffeehouses. The: undersigned further
certified that he understands the risks invelved ih this investment.
and Franchisor, LLC makés rio représentation eor guaranty; explicit or
implied that the Area Developer will be successful or will recoup his
investment.

IN WITNESS WHEREOF, the undersignéd has signed, sealed and
delivered this Certificate this day of , 20

“AREA. DEVELOPER”

By
Printed Name:
Title:
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EXHIBIT E

TABLE OF CONTENTS FOR CONFIDENTIAL OPERATING MANUAL

TOM N TOMS
Chapter 1. ZAbout Tom N TOMS « .o v wesmeosmesoenesss 1
115 o o Yo A5 Tl e o WA 2
Corporate Identity and Culture ............. R |
Franchise OppOortunity «...ceeeee... e et e etarsnsaes B

Chapter 2., Starting a Tom N Toms Coffeehouse .... 7

Critical Success FaCtoES v.uwveoweos e . - |
Outlet Setup ProCedUEE .« . covsesoesnmnnoneoeneaes e 11
Recruitment and Training ....... P -

Chapter 3. Operating a Tom N Toms Coffeehouse ... 17
Staffing ..... RO I -
Daily ChecKkIists tnviwiiceieeneenrenneseennasmesens 21
Quality Measurement Checklist vv.vvueeerevaeeesnnns 25

Chapter 4. MeNU ....u.cvrmmenmronnarennmessaesnns 26

Hot Beverages w-o-.E'..-;-~.i--nu--.no-ou-.-.ga-:-‘-n!\;2-7
Cold BEeVEIXageS ¢ v vereromrinentonsniindosnnancesaies 2
Smoothies & Other BevVerages .......iweeeeioenssaes 30
Pretzels & Thick Toast . vveeereeenonensnn e e e , 31
Appendix 1. Outlet Setup Procedure ....... wanies. 34
Appendix 2. Recruitment Advertisements .......... 42
Appendix 3. Quality Measurement Checklist ....... 45

Appendix 4. Employee Handbook ......veeevuiwvns... 49

Appendix 5. Central Kitchen Food Menu ...... eemes 11
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EXHIBIT F

LIST OF CURRENT FRANCHISEES

Store

Address

Tél No.

Contact Person

Tom: N' Toms

Santa. Clara

/3050 E1 Camino Real,
Santa Clara, CA 95051

408 564-8698

Alex Pak

Tom N' Toms
Olympic

| 2716 W. Olympic Blvd.,
4#108, Los Angeles, CA

90006

| 213 503-1180

Ana Lee

Tom. N Toms

Vermont
Galleria

440 S Vermont Galleria,
Los Angeles, CA 90020

213 738-9134

Monica Won

Tom N Toms

Carrclton

2625 01d Denton R4 #406.
Carrolten, TX 75007

| 972 -446-6633

Angela Kim
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EXHIBIT G

LIST OF FRANCHISEES WHO HAVE LEFT THE SYSTEM

1

Store Address Tel No. Contact | Reasons
Person for
|  Leaving
Tom N Toms | 4542 Beach Blvd., 714 670 ! Kyung' Jun Terminated
Fullerton Buena Park; CA 90621 | 6898 | ee* ,
(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 FRANGHISE, LLC OFFERS YOU A FRANCHISE, IT
MUST PROVIDE THIS DISCLOSURE DOCUMENT TO YOU 14 CATLENDAR-DAYS
BEEORE YOU SIGN A BINDING AGREEMENT WITH, OR MAKE A PAYMENT TO,
THE FRANCHISOR OR AN AFFILIATE IN. CONNECTION WITH THE PROPOSED
FRANCHISE SALE.

IF ToM N TOMS FRANCHISE, LLC DOES NOT DELIVER THIS
DISCLOSURE DOCUMENT ON TIME OR IF' IT CONTAINS A FALSE OR
MISLEADING STATEMENT, OR A MATERIAL OMISSION, A VIOLATION OF
FEDERAL AND STATE LAW MAY HAVE OCCURRED AND SHOULD BE REPORTED TO
THE FEDERAL. TRADE COMMISSION, WASHINGTON, D.@. 20580 AND THE
STATE ADMINISTRATORS LISTED IN EXHIBIT 1.

The sellers of Tom N Toms frarichdise are:
Tom N Toms FEranchise, LILC

President: <Cheolku Lée

3435 Wilshire Blvd., Suite 2090

Los Angeles, CA 90010

(213) 908-6829

Date of Issuance: April 11, 2019

I have regeibed a disclosure document dated April 11, 2019 that
included the following Exhibits:

A. State Administrators/Agents for Service of Process
B. State Specific. Addendum
C. Franchise Agreement
D. Area Development Agreement
E. Table of Contents of Confidential Operating Manual
F. List of Franchisees i
G. List of Franchisees Whe Have Left the System
H. Financial Statements
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 CAREFULLY.

IF TOM N TOMS FRANCHISE, LLC OFFERS YOU A FRANCHISE, IT
MUST PROVIDE THIS DBISCLOSURE DPOCUMENT TO YOU 14 CALENDAR-DAYS
BEFORE YOU SIGN A BINDING AGREEMENT WITH, OR MAKE A PAYMENT TO.,
THE FRANCHISOR, OR AN AFFILIATE IN CONNECTION WITH THE PROPOSED
'ERANCHISE SALE:

IF TOM N TOMS FRANCHISE, LLC DOES NOT DELIVER. THIS
DISCLOSURE DOCUMENT ON TIME OR IF 1T CONTAINS A FALSE OR
MISLEADING STATEMENT, OR A MATERIAL QMISSION, A VIQLATION OF
FEDERAL AND STATE LAW MAY HAVE QCCURRED AND SHOULD BE REPORTED TO
THE FEDERAL TRARE COMMISSION, WASHINGTON, D.C. 20580 AND THE
STATE ADMINISTRATORS LISTED IN EXHIBIT 1.

The sellers of Tom N Toms franchise are:

Tom N Toms Franchise, LLC
President: Cheolku Lée
3974 Wilshire Blvd., 2™ Fl.
Los Angeleés, CA 90010

(213) 908-6829

Date of Issuance: April 11, 2019

I have received a disclosure document dated April 11, 2019 that
included the fpllowing Exhibits:

State Administrators/Agents for Service of Brodess
State Specific Addendum

Franchise Agreemert

‘Area Development Agreement

Table of Contents of Confidential Operating Manual
List of Franchisees

List of FranchiSées Who Have Left the System
Findncial Statements

Mmoo 0w P

Dated: Franchisee:
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