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We grant franchises for WATERS Edge WINERY & BISTROS that featme the:;manufaCture and sale of wine, 
the teaching of winemaking, the sale of related wine accessories, and the sale of bistro menu items that 
include i^isan cheese and fruit appetizers, seasonal salads, panihi-style sandwiches, flatbread pizzas, 
decadent desserts, and beverages such as craft beer (subject to state law), coffee and soft drinks. We sell 
unit franchises for the right to operate a single Waters Edge WlhJERY & Bistro (“Store”).

The total estimated initial investment necessary to begin operation of a WATERS EDGE Winery & BISTRO 
Store,is $218,088 to $758,622. This includes $73,408 to $231,497 that must be paid to the franchisor or an 
affiliate if you don’tbuy an existing xyineryowned’by the franchisor (or franchisor’saffiliate);;anrt$163,408 
to $58fl,497 if you buy an existing winery owned by the franchisor (or franchisor’s affilintej.

This disclosure document suihmarizes certain provisions of your franchiseiagreement ;and;other information 
in plain English. Read this disclosure! document and all agreements carefully; You must receive this 
disclosure dociunent at least 14 calendar days before you sign a binding agreement with, Or make any 
payment to the franchisor of an affiliate in connection with the franchise Sale. Note, however, that no 
goverhinehtal agency has verified the information contained in this document.

You may wish to receive your disclosure document in another format that is more convenient for you. To 
discuss the. availability of disclosures in different formats, contact Ken Lineberger at 8560 Vineyard 
Avenue, Suite 408, Rancho Cucamonga, CA 91730 and 909-468-9463.

The terms of your contract will govern your franehise relatibnshijj. Don’t rely on the disclosure document 
alone to understand your contract. Read all of your contract carefully. Show your contract and this 
disclosure document to an advisor, like a lawyer or an accountant.

Buying, a franchise is a complex inyestment. The information in this disclosure document can help you 
make up your mind. More information on franchising, such as ‘‘A Consumer’s Guide to Buying a 
FfaHchisei” which can help you understand how to Use this disclosure document, is available from the 
Federal Trade Commission. You can contact the FTC at 1-877-FTCHELP orby writing to theFTC at 600 
Pennsylvania Avenue, NW, Washington, DC 20580., You pan also visit the FTC’s home page at 
www.ftc.gov for additional information. Call ypur state agency or visit your public libraiy for other sources 
of information pn franchising;,

There may also be laws on,franchising in your state. Askyour state agencies about them.
Issuance date: April 8, 2019.
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STATE COVER PAGE

Your state may have a franchise law that requires a franchisor to re^ster or file with a state franchise 
administrator before offering or selling in your state. REGISTRATION OF A FRANCHISE BY A STATE 
DOES NOT MEAN THAT THE STATE RECOMMENDS THE FRANCHISE OR HAS VERIFIED THE 
INFORMATION IN THIS DISCLOSURE DOCUMENT;

Call’ the state franchise administrator listed’ in Exhibit A for information about the: franchisQfr or about 
franchising in your state.

MANY FRANCHISE AGREEMENTS DO NOT ALLOW YOU TO RENEW UNCONDITIONALLY
t^tEr the initial term expires, you may Have to sign a new agreement with
DIFFERENT TERMS AND CONDITIONS IN ORDER TO CONTINUE TO OPERATE YOUR 
BUSINESS: BEFORE YOU BUY, CONSIDER WHAT RIGHTS YOU HAVE TO RENEW YOUR 
FRANCHISE, IF ANY, AND WHAT TERMS YOU MIGHT HAVE TO ACCEPT IN ORDER TO 
RENEW.

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

1. THE FRANCHISE AGREEMENT PERMITS YOU TO LITIGATE WITH US ONLY IN 
CALFORNIA OR AT SUCH OTHER PLACE AS MAY BE MUTUALLY AGREEABLE TO 
THE PARTIES. OUT OF STATE LITIGATION MAY FORCE YOU TO ACCEPT A LESS:
Favorable settlement for disputes, ft may also cost more to litigate 
WITH US IN CALFORNIA THAN IN YOUR OWN STATE.

2. THE FRANCHISE AGREEMENT PROVIDES THAT CALFORNIA LAW GOVERNS THE 
AGREEMENT, EXCEPT THE NON-COMPETE PROVISIONS ARE GOVERNEDi BY THE, 
LAWS OF THE STATE IN WHICH YOUR DESIGNATED AREA IS LDCATED. THIS LAW 
MAY NOT PROVIDE THE SAME PROTECTIONS AND BENEFITS. AS LOCAL LAW. YOU 
MAY WANT TO COMPARE THESE LAWS.

3, AS noted in item 12, REGARDLESS OF YOUR DESIGNATED AREA, WE, MAY 
COMPETE WITH YOU BY SELLING THE: SAME OR SIMILAR. PRODUCTS THROUGH 
THE INTERNET, MAIL ORDER CATALOGUES, DIRECT MAIL ADVERTISING AND 
FROM CASINOS, MILITARY BASES, RACE TRACKS,, THEME: PARKS, INCLUDING 
WATER PARKS AND AMUSEMENT PARKS, HOTELS, RESTAURANTS AND SELECTED 
SPECIALTY RETAF VENUES, SUCH AS FAIRGROUNDS OR OTHER TOURIST 
ORFNTED DESTINATIONS. ADDITIONALLY, WE MAY OPERATE AND FRANCHISE 
OTHERS TO OPERATE STORES OFFERING; SIMFAR PRODUCTS AS YOU DO WITHIN 
AND/OR OUTSIDE YOUR DESIGNATED AREA UNDER TRADEMARKS OTHER THAN 
THE WATERS EDGE WINERY TRADEMARKS.,

IF YOUR STORE IS WITHIN; A SPECIAL SITE, DEFINED IN THE FRANCHISE 
AGREEMENT AS CASINOS; MFITARy BASE'S; RACE TRACKS;; THEME PARKS, 
INCLUDING water PARKS AND AMUSEMENT PARKS; HOTELS; RESTAURANTS; 
AND SELECTED SPECIALTY RETAIL VENUES;, SUCH AS FAIRGROUNDS OR OTHER 
TOURIST ORIENTED DESTINATIONS, YOU WILL NOT RECEIVE AN EXCLUSIVE 
TERRITORY. ALSO, SPECIAL SITES ARE EXCLUDED FROM ANY TERRITORY WE 
GRANT YOU.

WFsl \apps\lhsmh\CD\I 502^9\1515288;dbcx 
20I9.WEWFDD



5. EF YOU HAVE NOT SELECTED A SITE WITHIN 90 DAYS OF SIGNING THE FRANCHISE 
AGREEMENT,. WE MAY TERMINATE THE FRANCHISE AGREEMENT AND KEEP ALL 
AMOUNTS PAID TO US,

6. IF YOU FAIL TO BEGIN OPERATIONS WITHIN 12 MONTHS AFTER THE AUTHORIZED 
LOCATION IS DESIGNATED OR MORE THAN 60 DAYS AFTER COMPLETION OF 
TRAINING, WE MAY TERMINATE THE FRANCHISE AGPEEMENT AND KEEP ALL 
AMOUNTS PAID TO US.

7. IF YOU ARE RENEWING AND HAVE A PRIVATE BRANDED FRANCHISED LOCATION, 
ANY MARK OR NAME ADOPTED WILL BELONG TO AND INURE' TO WATERS EDGE’S 
BENEFIT. ON TERMINATION OR EXPIRATION OF THE AGREEMENT, YOU MUST STOP 
USING THE MARKS AND ALL OTHER MARKS AND NAMES ADOPTED IN 
CONNECTION WITH YOUR PRANGHISE.

8. EACH OWNER OF the: FRANCHISE AND THEIR SPOUSE ARE REQUIRED TO EXECUTE 
A PERSON^ guaranty. DOING SO COULD JEOPARDIZE THE MARITAL ASSETS OF 
NON-OWNER SPOUSES DOMICILED IN COMMUNITY PROPERTY STATES SUCH AS 
CALIFORNIA.

9. THERE MAY BE OTHER RISKS CONCERNING THIS FRANCHISE.

We may lise the services of one or more FRANCHISE BROKERS or rtfeital soyrees to assist us in selling 
our franchise. A franchise broker or referral source is gm: agent and represents us, not you, We pay this 
pCTSbn a fee for selUng bur franchise or referringyou to us. You should be sure to do ybuf own investigation 
of the; franchise.

The state effective dates for this Disclosure Document are listed before the table of contents.
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STATE EFFECTIVE DATES

The following states require that the Franchise Disclosure Document be registered or filed wth the state, 
or be exempt from registration: California, Hawaii, Illinois, Indiana, Maryland, "Michigan^ Minnesota, New 
York, Norlii Dakota, Rhode Island, South Dakota, Virginia, Washington and Wisconsin.

This Franchise Disclosure Document is registered, on file or exempt from registration in the following 
states having franchise re^stration and disclosure laws, vwth the following effective dates;

STATE REGISTRATION DATE

CALIFORNIA
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RIDER TO THE FRANCHISE AGREEMENT:

\\Fsr\apps\lhsmh\GD\i;-5025-9\l 515288.dpcx 
2019WEWFDD



ITEM 1
THE FRAJVCfflSOR. AND ANY PARENTS.

PREDECESSORS AND AFFILIATES

To simplify the language in this disclosure document^ “we,” “dur” or “us” means Waters Edge 
Wineries, fnc., the Franchisor. Sdmetimes “us” also refers to entities we coiifrol, controlled by or under 
common control with Waters Edge Wineries, Inc. “You” means the person or entity that Buys the franchise. 
If you are a corporation, partnership or dther entity, “you” also rtiay mean your owners.

Your Franchisor

We are a Galifomia corporation formed On May 15, 2012. Oin principal place of business is 8560 
Vineyard Avenue, Suite 408^ Rancho Cucamonga, CA 91730. We have no affiliates that offer franchises ip 
any line of business or who provide products or services to franchisees and haye no predecessors or parent 
companies. Our agents for service of process are disclosed in Exhibit A to this disclosure document.

Our business is offering and selling Waters Edge Winery & Bistro fi-anchises and opCTating ourselves 
Waters Edge Winery & Bistro businesses. Our franchise grants yOu the right to use our trademarks, system 
and methodologies, It also entitles you to participate m our advertising program and receive advertising and 
marketing assistance in your territory.

We previously offered a priyate branded Waters Edge Winery store program, but are no longer offering 
this program. A priyate branded franchise granted franchisees the right to use our system and.methodologies, 
but under a separate primary trademark the franchisee created and we approved. For example, our San Juan 
Capisfrano private branded' franchise trades, by the name Rancho Gapistrano WinCTy. A private branded 
franchise does not receive advertising and marketing assistance in their tefritoiy. if you are an existing private 
branded franchisee and wish to open another location, we will permit you to do so under the same private 
labeled brand. Otherwise, all new locations must be'opened under the Waters Edge Winery & Bistro brand.

Other than as described above, we do not offer any other franchises or engage in any other lines; of 
business. We began offering Waters Edge Winery franchises in June 20112. However^ Waters Edge’s 
prihcipals have operated;a similar business and haye been involved in thei wine business since 2004,

The Franchise Offered

We sell Waters Edge Winery franchises. We grant you the right to operate a Store withih a specific 
geographic area (“Designated Area”).

Your Store will feature themanufacture and sale of wineand related wine accessories, as well as food 
and other bistro menu items for onmreniises consumption, if you purchase a Store without our large tank 
system (see Item 1), your individual store will produce: wine in smaller Containers and batches. If you purchase 
a Store with our large tank system, you will be able to produce wine in greater volumes. Waters Edge Winery 
& Bistro stores are full-serVice federally bonded wineries equipped with state; pf the art fermentation 
equipment, professional tasting bar and lounge areas. You rhuSt nianufactufe and prepare the wine in 
accordance with our specified recipes and formulas and serve it in accordance with our specified standards. 
Each Store operates under the name Waters EDGE WINERY & BISTRO!,, and the Marks. Private branded 
franchise stores operate under a separate primaiy mark you Create and we approve. You must operate your 
Store pursuant to our system. Your Store will have approximately 2,500 to 4,000 square feet.
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The Market and Competition

Waters Edge Winery & Bistros offer wine; wine products, food and accessories, at retail to the general 
public and at wholesale to other establishments (such as hotels and restaurants) and certain customers for re­
sale purposes. Sales are year round. Your competitors include other businesses offering similar wine, wine 
products, food and services, and may include franchise systems and other chains. The market for stores similar 
to your WATERS Edge WINERY& BISTRO is developing’

Laws, Licenses and Permits

All Stores are subject to laws and regulations affecting businesses generally. These laws include tax 
regulations,, labor laws, business Ucensihg requirements and laws relating to site selection and building 
construction, such as the Americans With Disabilities Act. Additionally, all storte are subject to various 
federal, state and local govermnent regulations, including those relating to the manufacture, storage and sale 
of wine,products, as well as the labeling of wine products. We urge you to make further inquiries about all of 
these laws. Itisfyour sole responsibility to obtain and keep in force aU necessary licenses and permits required 
by pUbUc authorities, including .any required federal or state winery license;

Industry Specific Regulations

The retail Uquor business is highly regulated by federal, state and local laws. These laws require that 
you Obtain all necessary liquor licenses before you open your Store. In some jurisdictions, liquor licenses may 
be difficult:to secure and often require proof of good character and no criminal background. The manufacture, 
distribution and sale Of alcoholic beverages is, heavily regulated under state and federal laws. Government 
regulations impact tenns and conditions of payment; payment of excise taxes; advertising, trade and pricing 
practices; product labeling; sales to minors, and intoxicated persons; relationship among product producers; 
importers, Vifholesalers, and retailers; ability to ship product between states; and limitation on multiple unit 
Ownership. Some jurisdictions limit the sale of liquor to state-owned or licensed outlets. These laws may also 
iinpose limits On foe \yay you advertise your business and foe date and hours in. which you may operate. For 
more detailed information as to how these laws affect ypur business, you should contact foe Liquor Control 
Board of your state and foe City Managerdf the city in which you will operate and consult with your attorney 
concerning these and other local laws and ordinances that may affect your Store;

You alsoagreeto comply with all local, state and federal laws of a niore general nature that affect your 
busings, including employment, workers’ cornpensation,’corporate, tax, licensing, applicable laws pertaining 
to the privacy of customers, employees, and transactional information (“Privacy Laws”) and similar laws and 
regulations.

ITEM 2
BUSINESS EXPERIENCE

OUR BUSINESS EXPERIENCE 

Chief Executive Officer: Ken Lineberger

Ken Lineberger has been our Chief Executive Officer since May 2012. He was also the Western Area Regional 
Manager for ECi Solutions based in Ft. Worth, Texas from bctoher 2012 to December 2014. Mr. Lineberger 
was the Chief Executive OfficCT of WNI West, Inc. in Rancho Cucamonga, California frorti ,September 2011 
to March 2015, and its President from June;2006 to September 20,11. Mr. Lineberger served as President of 
TWT Enterprises, Inc., in Rancho Cucamonga, California from June>2004 to December 2014;
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Vice President. Secretary and Treasurer. Franchise Liaison: Aneda Linebefger

Angela Liheberger has been our Franchise Liaison since June 2015. She has also been our Vice President, 
Secretary and TreasurCT Since May 2012.. MS. Lineherger was the Vice President, Secretary and Treasurer of 
WNI Westi Inc-.in Rancho Cucamonga, California from June 2006. to March 201'5. From June 2004 to 
December 2014„ Ms. Lineherger Seryed as Chainnan of the Board of TWT Enterprises, Inc., in Rancho 
Cucamonga, California.

Director of Franchise Operations: Mark MitzenmachCT

Mark Milzenmacher hasibeen our Director of Franchise Operations since, January 2015. He was our Franchise 
Sales Manager from September 2012 to December 2014.

ITEMS
LITIGATION

PENDING LITIGATION:

Waters Edge Wineries, Inc. v. Franson Family Wineries, ELF arid Kyle Franson; and Franson Family 
Wineries, ELC v. Waters Edge Wineries, Inc. and Ken Lineherger (Cal. Sup. Ct., San Bernardino, No. CIV DS 
1723250, ffled'Nbv. 22^ 20.17).

On November 22,2017, wesbrought this claim against our Franchisee Franson Family Wineries, LLC 
(“Franson”) and its owner Kyle Franson for breach of contract, breach, of implied cointract, declaratoi^ relief, 
injunctive relief and intentional interference with prospective economic advantage arising, from Franson’s 
breach of the franchise agreement, failing to pay fees, producing wme off premises, use of unauthorized 
products, failing to provide monthly reports and for interfering witE bur relations with other franchisees. On 
February 7,2018, Franson counferTStied us and bur CEO for fraud, rescission and unfair cbmpetitibn, alleging 
damages in excess of $500,000. An Answer to the Cross-Complaint was filed oh March 13, 2018. A trial 
setting conference'was conducted on February 28> 2019, and.a trial date is scheduled for February .3, 2020,

Other than as disclosed above, no litigation is required tb be disclosed in this Item.

ITEM 4
BANKRUPTCY

On August 18 ,2011 ^ Mark Mitzenmacher filed a voluntary petition undo" Chapter 7 of the Bankruptcy 
Code in the ,U.S. Bankruptcy Court for the Central District of Califomia (No; 2:1 l-bk-45198). The case was 
dismissed by the Court bn September 8, 2011.

On September 20, 2011, Mark Mitzenmacher filed a voluntary petition under Chapter 7 pf the 
Bankruptcy Code in the US. Bankruptcy Court for the Central District of California (No.. 2:1 Lbk-49629). 
The case was disihissed by the Court on October 12, 2011.

Mr. Mitzenmacher has no.ownership interest in Waters Edge Wineries,

Other than the above, no bankruptcies are required to be disclosed in this Item.

ITEM 5
initial fees

Initial Fee- First Lbcatibn
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The Initial Franchise Fee is- $39,000 until such time as. we, selli 20 Waters Edge Wineiy & Bistro 
Stores. When the Waters Edge franchise program, reaches 20 units,, the Initial Franchise Fee is $50^000 for 
each unit we sell thereafter.

You pay an Application Fee of $10,000 when you sign the Application and Deposit Agreement, 
which is attached to this disclosure dpcurnent as Exhibit B; $5j0OO of this fee is refundable if you do not sign 
a Franchise Agreement and ask us for a refund within 180 days of signing the Deposit Agreement. No refund 
^yill be provided thereafter. If you sign a Franchise A^eenient,, the Application Fee is credited toward the 
Initial Franchise, Fee.

You pay the remaining balance of the Initial Franchise Fee when you sign the Fr^chise 
Agreement. This amount is earned On receipt, andis, not refundable after you sign the Franchise Agreement.

We waive the initial franchise fee if you operate under our private branded franchise program and 
wish to convert to our full franchise program. We will permit you to convert to our fcU franchise program if 
you are a private branded franchisee in good standing and you are in full compliance with the terms of the 
Franchise Agreement.

Additional Locations.

If you apply and we approve your apphcatipn to purchase an additional Store, you will, for each 
such additional Store purchased, enter into out then current form of Franchise Agreement, except that the 
amount of the initial franchiseTee will be as follows:

1. For the second Store purchased by you or your affiliate, the Initial Franchise Fee is Our then 
currenttnitial franchise fee charged to: franchisees (without any reduction);

2. For the third Store purchased, by you or your affiliate, the Initial Franchise Fee is fifty percent: 
(50%) Of Our then current Initial Franchise Fee charged to franchisees;

3. For the fourth Store purchased by you or your affiliate and each subsequent Store thereafter, 
the Initial Franchisee Fee is twenty five (25%) of pur th^ current Initial Ffahchise Fee charged to franchisees.

Nothing obligates us to grant you an additional Store and you do npt obtain rights pursuant to your 
Franchise Agreement to purchase or operate more than one franchise location;

Other Initial Fees

You must also purchase Certain opening inventory from us at a cost of apprOxiinately $35i000 to 
$55,000 and equipment at a cOst Of approximately $26,000 to $103,000 depending on type of equipment and 
whether a small or large, tank system is purchased. See Item 7.

If you purchase an existing Store location from, us, you will also pay for the assets (including 
leasehold irtiprovements), equipment and goodwill pf the location, as negotiated by us. Leasehold 
improvements can range from $90,000 to $350,000. Seedtem 7.

Except as indicated above, the initial foes charged franchiseestare uniform and are non-refimdable. 
We can increase foe initial fees charged in the future without nptice,
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ITEM 6 
OTHER FEES

You will pay certain other fees to us or our designee during=the>course of operations. A sutnmary of 
such other fees are contained in the following chart.

Name of Feed) Amount Due Date RemarksT
Royalty Fee 5% of Gross Sales(2) Due on the 15'*’ day of the 

month following the 
month for which the; fee is 
due.

Advertising Fee (3) 
(Applies only to full 

franchises, not 
existing private 

branded franchises)

0-2% of Gross Sales (2) Due on the 15*’’ day Of the 
mOnthfollOwihg the 
month for whibh the fee is 
due:

We currently do not collect an 
Advertising.Fee; bufmay do 
so upon 60 days’ notice.

Local Advertising (4) 5%, Of Gross Sales As incurred. See Note (4). Payable to third 
party providers..

Audits Cost of audit plus 
interest at the nminium 

rate allowable by law

Immediately upon receipt 
of bill.

You pay for cost, of audit only 
if it shows an understatement 
of your Gross Sales, Royalty 
Fees or Advertising Fees or 
an.understatementof 2% or 
more from data'reported to us, 
in jespect' to any other item 
that is material to the 
Computation of fees or 
analysis of the operation.

Traiisfer Fee, $12,000 Upon application for 
cOnsentitO transfer.

Payable when you transfer 
your franchise.

Remodeling (5) Will vary under 
circumstances

As remodeling occurs, but 
we will not require during 
the first five years of 
operation.

Remodeling d0es,not;include 
general maintenance and 
refreshing. Payable to your 
contractor.

Renewal Fee $5,000 Prior to renewal:
Late Fee, Interest $50 for each delinquent 

rqjOrt Or payment, plus 
interest On past due 

amounts

ir '

As incurred. In addition to foe: Late FeC for 
delinquent repOrtsand 
payments, all amounts owed 
to us will bear interest at the 
lesser of 18% per annum or 
the highest legal rate allowed 
in foe state in which your 
Designated Area is located, 
which in California is 10% 
per annum. We also may 
levy fines for your failure to 
comply with your Obligations 
under foe Franchise 
Agreementfas further set 
forth in our Operations
Manual),
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NameofEeea)
Added . Services, Fee

Technology Fee (6)

Default Fee

Additional Training 
Fee

Additional Assistance 
(7)

Ampuht
Up t6: 5% of Gross 

Sales, currently $200 per 
month.

Approximately'$536 ■ 
$899 per month

Up to $2,500 per 
violation

$400iperday

$400 per day per person 
plus personnel’s travel 

expenses

Due Date
Due on the 15'’’ day of the 
monthToUowing the 
month for which the fee is 
diie

Due on theilast day of each 
month

On demand

Prior to training

Immediately upon receipt 
of bill

Remarks:
Used to provide you with one 
or more of the following, 
serGces: limited,accounting 
support and.assistance, 
limited financial consulting 
.guidance, intranet / extranet 
access / website hosting, 
internet email.accounts, 
website development 
assistance for your store and 
internet marketing and 
advertising services using 
information you provide to us 
and we approve.
This range includes both 
Revel Systems POS and 
VihesOS software support 
fees;

Assessediif we determine that 
you violated any term, 
obligation dr requirement of 
the Operations Manual or 
Franchise Agreement.
If you-attend our refi-esher 
training course,, you must pay 
this daily fee. You rtiust also 
pay this fee forus to tram 
your replaceinent managers.
We provide opening 
assi'stance.at no cost. See 
Item I T

We- may require that all fees payable to us be paid through' an electronic depository transfer account. See
Exhibit “1.”

Notes:

(1.) You pay all fees to us or our designee unless otherwise noted. All fees are non-refimdable. All fees 
for new fi-anchisees are iiniformly imposed., There arerno current cooperatives.

(2) Gross Sales include the totalrevenues and receipts fi'om the sale of all products and services including, 
but not limited to, wine and wine products, food, winemakingxourses, services; merchandise and any 
wholesale items sold onsite or offsite of your Store and includes, but is not limited to, winery rental fees 
received and any other revenuesxollected by you from your operations. Gross Sales do not includeisales 
tax actually paid to gpvernmeht agencies and documented refunds provided to customers.

(3) At the time of this disclosure document, we do not collect an Advertising Fee. If you haVe a full 
franchise, we may begin to cpllectian Advertising Feeof up to a maximum of 2% of Gross Sales upon 
60 days’ notice; If we establish an Advertising Fee, ypUr local advertising requirement will decrease 
in a corresponding percentage.^ For’instanCCj if wenequire you to pay an Advertising Fee of 2%, your
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local advertising requirement will be decrease from 5% to 3%. See Item 11 for more information on 
advertising, This fee only applies to full franchise locations, not private branded ffahcbisedocations.

(4) Upon our request, you must provide to us: oh a quarterly basis an itemization and accQuriting of the 
monies that you spent for the preceding quarter on approved local adYertising, as further described in 
Item 11.

(5) You pay remodelihg costs directly to third party vendors or contractors.

(6) The Technology Fee includes: the VinesOS software hcensihg fee which ranges from $236-$599 
monthly depending on your wine club sales volume and a $200 aimual fee for the SSL certificate; and 
the Revel POS software licensing fee which is $300 monthly.

(7) We will provide additional assistance to you upon your reaspnable request. At the time of this 
disclosure, documehti, the fee for additional training is $400 per day plus our personnel’s travel 
expenses if we come to you. This training fee also will apply if we train a new General Manager not 
trained as part of yoUr opening traihihg. See Item 11 for more details ort training.

ITEM?
ESTIMATED INITIAL INVESTMENT 

YOUR ESTIMATED miTIAL INVESTMENT

Type Of 
Expendituite Amount'

Method
dr

Payment WhenRue
Tb Whom, Payment Is 

To Be Made
Initial Franchise 

Fee(l)
$0 -$50,000 Lump Sum $10;000 Upon 

execution of 
Application and' 

Deposit 
Agreement; 

balance upon 
execution of 

Franchise 
Agreement. '

Us

Leasehold 
Improvements (2)

$9Qi000-
$350,000

As Arranged As.Arranged Gontractorssand Lessor, 
or Us (if You Purchase 

an Existing Winery from 
us)

Winery Equipment,(3) $26,000-
$103,000

As Arranged As Arranged Approved Suppliers, Us

Bistro Kitchen 
Equipnaent(4)

$21,000-
$32,000

As Arranged As Aitanged Approved Suppliers

Signage,(5) $2,000'-
$8,000.

AS: Arranged As Arranged ApFoye<l Suppliers

Corrqjuter
System & Label 

Printing:f6)

$2,500-
$13,500

As.Arranged As Arranged Approved Suppliers
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Type Qf !
Expenditure Ainoluifr

Method'
Of

Payment WbenDue
1 TS Whom Payment Is 

To Be Made
Revel System POS 
hardware, \frnesOS 
softwarCi and first 3 

months of Technology 
Fee(7)

$9,908. $10^997 As Arranged As arranged Us

Reiib Lease & Utility 
Security

Deposits (8)

$9,000-
$40,000

AsArranged Before Opening Lessor and Utility 
Companies

Initial
Inventory (9)

$3^5,000-
$55,000

Lump Sum Upon Delivery of 
Inventory

Approved Suppliers, Us

InsurahCei(lO) $1,000-
$6,000

As Arranged As Arranged InsuranceGompany

Training; 
Expenses (:11)

$2,500-
$^1:2,500

As Arranged AsiArranged Transportation, Hotels,
Us

Grand (Dpenirig 
Advertising/ 

Marketing (12)

$5,000 As Arranged As Arranged Media, Printers, Other 
Suppliers, Employees

Office Equipment’and 
Furniture (13i)

$1,500-
$10,000

Arranged As, Arranged Approved Suppliers i

Wineiy Licenses, 
Permits and Bonds (14)

$:l,000-
$5,000

annually

As Arranged As Arranged Appropriate State/Local 
Authorities

Professional Fees (15) $1,000-
$5,000

.As Arranged 1 As Arranged Vour Aftomeys and 
Other Professionals

Uniforms (16) $500-$J ,500 As Arranged As Arranged ApprovediSuppliers
Payroll Service (17); $180-$750 As.Airanged Monthly Approved, Supplier
Direct TV or similar 
service for’your store 

(optional) (18)

$0 - $375 Lump Sum Monthly Satellite Service 
Provider

Additional Funds (19)
(3 monthperiOd)

$10,000-
$50,000

As Arranged As Arranged Employees, Suppliers

TOTAL ESTIMATED 
INITIAL

INVESTMENT (20)

$218,088-
$758,622

Notes:
* Except where otherwase noted, all amounts that you pay to us are nonrefundable. Third party suppliers 

will decide if payments to them are refundable. We do hot offer any direct or indirect financing to 
you. Exceptas otherwisenpted, all estimates are approximate through theflrst 3 months of Operations.

(1) Initial Franchise Fee. See Item 5 for a description of the Ihitial Franchise Fee; and the terms under 
which it may be refunded. We Will waive the initial franchise fee if you are a private branded 
franchisee and Wish to convert to our full franchise program. We will permit you to convert to our fbll 
franchise program if you are a private branded franchisee in good standing and (a) a full franchise was 
not available when you entered.into the Franchise Agreement, and (b), you are in frill colhplianee with 
the terms’ of the Franchise Agreement. If you convert, we may also, at our sole discretion, elect to 
provide, you an allowance to assist wjth the costs involved to changeisignage, and re-brand to the full 
franchise program, but we have no obligation to do so.
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(2) L^schold Improvements. The costs of construction and leasehold improvements depend upon the 
size and condition of thepremises, the nature and extent of leasehold improvements required, the local 
cost of contfact'work and the location of your individual store. The estimate includes your architectural 
and engineering fees. These estimates will also apply if you purchase assets (including leasehold 
improvements) of an existing, winery from us..

(3) Winery Equipment. The cost to purchase cOrkefs and containers to make smaller batches of wine 
(“small tarik system”) ranges from $25,000 to $28,000. The cost to purchase the large tank system 
with stainless steel tanks ranges from $65^000 ,tO $.67,000. You will also incur freight costs to ship the 
tank(s) to your location ranging from $l,OO0 to $8jOOO, depending On which configuration you 
purchase arid the distance of your location from California, The low estimate of $26,000 assumes you 
purchase the small tank system at the Iowct estimate and the cost for shipment is $1,000, but do nOt 
purchase our large tank system with stainless steel tanks. The high esti.mate of $103,000 assumes you 
purchase the small tank.system at the higher estinjate, purchase our large tank system with stainless 
steel tanks at the higher estimate and the cost for shipment is $8,000. These estimates will also apply 
if you purchase, equipment of an, existing winery from us. The initial investment required will depend 
On fihancing terms available and other factors.

Bistro Kitchen Equmment & Supplies. The low estimate assumes you purchase one work table, 
microwave convection oven, painini grill, microwave oven, refrigerated pizza table, and Sheer. The 
high estimate assumes you purchase duplicate equipment to accommodate a larger squarefootage store 
(4,000 sq. ft.).

Signa ge. Estimated cost for signage at your location. The low estimate assumes minimal use; of fixed 
signage. The high estimate assumes extensive Use offixedandtemporary signage. If you area private 
branded franchise, your signage must say “An Affiliate of’ with the Waters Edge Winery & Bistro 
logo.

(8)

Computer System & Label Printing. Estimated cost of all required Computer System components. 
The low estimate of $2,500 includes the basic printing option for custom labels and sharing of another 
Computer System iii the business^ The high estimate, assumes full color graphic prints and Computer 
System purchased for dedicated label printing use.

Revel System POS Hardware^ VinesQS Software, land Technology Fee. The VineSOS software set­
up fee is $2,100 and the Revel POS hardware set-up and installation is $6‘0OO. Also included in the 
range is the first 3 months of the Technology Fee, which ranges from $536 - $899 monthly depending 
on your wine club sales volume and $200 annual fee for the SSL certificate. The VihesOS software 
operates the wTne club management and Revel Systems POS runs the POS and conducts inventory 
management. The low estimate aSsumesi yOUr franchise has two POS, stations with lower wine club 
sales volume. The high estima:te assumes your franchise has a higher wine club sales volume.

Rent, Lease & Utility Security Deposits, YOu typically will rent the premises for’your individual StOre. 
This estimate assumes rent for the first 3 months of operations as well as lease and utility security 
deposits for a 2,500 to 4,000 square foot store. Landlords may require a security deposit, and utility 
companies may require that you place a deposit prior to installing telephone, gas, electric and related 
utility services 1 A typical utility security deposit is one month’s expense; A typical lease deposit will 
be an amount equal to one month’s rent. These deposits may be refundable in accordance >vith the 
agreements made with the utility companies and landlord. Monthly rental expense may vary widely 
based oh geographic location, size of the. store, local rental rates and other factors.

Initial Inventory. Your initial inventory must be purchased from approved suppliers Or in accordance 
with oiir specifications as is further described in Item 8 of this disclosure document. Initial inventory
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consists of various juices and other wine in^ediehts, food and ingredients, packaging products^ 
cleanihg supplies, and othCT supplies used in the; operation of the individual store ihcluding finished 
wine purchased ftom us, as well as other mCTchandise dr products sold by the Store. The initial 
inventory expenditure will Vary according td current market prices for supplies,

(10) Insurance. You must procure and maintain.throughout theierm of the Franchise Agreement insurance 
in such,amounts as Set forth in the Franchise Agreement and further described in hem 8. The cost of 
insurance will vary based on policy limits, type of policies procured, any lease requirements, nature 
and value of physical assets', number of employees, square footage, contents of the business, 
geographical location and other factors bearing; on risk exposure. You must add lis as additional 
insureds under your policy.

(1.1) Training'Expenses. There is;no fee for initial,training, however, you rniist make arrangements, and pay 
the expenses for you and the General Manager to attend our training program in Rancho Cucamonga, 
California, ihcluding transportation, lodging, meals and wages. The arhount expended will depend, in 
part, on the distance you must travel and the type of accdinmodations you choose. We estimate these 
expenses to be $1,50G to $8,500. The estimate provided contemplates initial training expenses for you 
and up to 2.managers for 1 week. The low estimate assumesyou reside hear our headquarters and that 
you incur minimal travel expenses. The higher estimate assumes we train more than one manager and 
thatyou incur higher travel expenses. See Item 11 for more information;on training. We may exempt 
you (at our Sole discretion) from some or all the training if you have pre-existing experience in the 
winery field and can demohstrate that you have sufficient knowledge and experience in each of the 
tramihg subjects provided^ However, we can still require your manager to attend. You also will receive 
custom winery systems training at approximately the same time when your tanks are 
installed. Training will be provided by our staff who will make up to 4 trips for Up to 8 days total, if 
you are purchasihg a large tank system, or 1 trip for up to 2 days total, if you are purchasihg a small 
tank system. The cost for the custom winery systems training ranges from $1,000 to $ 4,000, and 
includes the $400 daily training fee, plus travel costs, including::airfare„ hptel, rental car and,per dierii.

(12) Grand Opening Advertising/Marketing. You rhust conduct your grand opening advertising and 
promotion according to pur‘written specifications. Theseiamounts generally will be spent prior to and 
tlnough the first 45 days of operation of your Store.

(13) Office Equipment ahd Furiiiture. Before begiiming operations, you must purchase an assortment of 
office equipment and supplies as prescribed in the Operations Manuals. Items include telephones ahd 
miscellaneous furniture.

(14) Winery Licenses. Permits and Bonds. It is solely your respohsibility to obtain and maintain a winery 
Ucense and obtain permits and.bohds for your Store; The cost of a winery license may vary between 
states. The estimated Cost provided hereris an annual expenditure. Additional licenses or conditional 
use permits may be required by local tnunicipahties Of counties.

(15) Professional Fees. Estimated charges for you to consult with iridependent professional advisors like a 
lawyer and GPA. We urge you to consult ah Cxperiehced accountant or financial adyisof to develop a 
business plan and financial projections for your operation,

(1,6) Uniforms. You must piirchase ahd your employees must at all times wear uniforms while on duty 
imprinted with the Trademarks and conforming to other'specifiCations we prescribe. Actual costs wiH 
vary depending on the number of employees and uniforms ordered. The low estimate is: for lO 
uniforms and the high estimate is for 30 uniforms.
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(17) Payroll Service: You must retain an outside payroll service to provide payroll services to yoiif 
employees. The low estimate assumes 3 or fewer employees, The high estimate assumes 20 
employees.

(18) DirecTV or Similar Service for vour Store. We recommend thatypu subscribe to a.satellite TV service. 
The low estimate of $0 asstimes you elect not toisubscribe to this service. The high estimate is for 3 
months Of service at approximately $125 per month.

(19) Additional Funds. This amount of working capital is projected as sufficient to cover initial operating 
expenses for a p^iod of 3 months. However, the estimate does not include hourly labor costs. These 
figures are estimates, and we cannot guarantee you will not have: additional expenses starting the 
business. Your costs will depend on factors such as: how closely you follow our recommended 
System! yow management skill, experience and business acumen; local economic conditions; the time 
of year; the local market for our services; competition; and the sales level reached during the initial 
period.

(20) Total Estimated Initial Investment. This table estimates your initial:investment for a new Waters Edge 
Winery & Bistro Store or of a purchase of an existing store from us. We have used our experience in 
the business to compile these estimates. You should review these figures carefully with a business 
advisor before making any decision to purchase thei fi-anchise. Your total initial investment in some 
categories (such as, leasehold improvements, equipment,, training expenses, office equipment and 
furniture) may be less if you are converting yoUr existing winery to the Waters Edge: Winery & Bistro 
System,

You are cautioned to allow for inflation, discretionary expenditures, fluctuating interest rates and other 
costs of financing, and local market conditions, which can be highly variable and can result in 
substantial, rapid and unpredictable increases in costs. You must bear any deviation or escalation in 
costs from the estimates in this Item 7 or estimates that we give during any phase of the*development 
process. This initial investment amount is for your first Store only.

ITEMS
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

Tomaintairi'a uniform image and uniform quality of products and servicesthroughout the WatersEdge 
Winery &, Bistro system, you must at all times comply with our quality standards and use your best efforts to 
adhere to such standards. You are not required to purchase or lease real estate fi-om us but we must consent to 
the location of your Store (see Item 11). We also must consent to any lease for your Store premises. You must 
construct and equip your Store in accordance with our theri-current approved design, specifications and 
standards. In addition to meeting our design specifications and standards, it is yoiir responsibility to ensure 
that your building plans comply with the’Americans with Disabilities: Act and ali other federal, state,and local 
laws. You must also use equipment (including the Small and/or large tank system) and purchase and use other 
hardware and software we tell you, including a computer system, the Revel POS, the VinesDS Software (as 
explained in Item, fl), signage, products, ingredients^ supplies and advertising material that meet oUr 
specifications and,standards.

Weprovide you with a list of approved manufacturers, suppliers and distributors (“Approved Suppliers 
List”) and approved inventory products, ingredients, equipment, signs anditems coritaming the trademarks and 
Other supplies or services necessary to operate your store (“Approved Supplies Lisf’). From time to time we, 
or a third party vendor or supplier may be the only^approved supplier for certain products. For example, asmf 
the’date of this disclosure document, we are; the only approved supplier for the large tank system, juice and 
other supplies :(such as carboys, pails, siphons, and corkers) used to manufacture the wine. The lists also may 
include other specific products without reference to a particular manufacturer, or they may set forth the
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specifications and/or standards for other approved products. You must purchase all products used in the 
operation of your Store from suppliers approved in writing by us. We may periddically revise the Approved 
Suppliers List tmd Approved Supplies List. We maintain and will give you the approved lists as we'deem 
advisable.

You must notify us in writing if you want to offer for sale any brand of product, or to use in the 
operation of yoUr Store any brand of juice orother wine ingredient or other material,,equipment, item or supply 
that has not been approved by us, or to purchase any product from a supplier that has not been designate by 
us as an approved supplier. If requested by us, you must submit samples and other information as we require 
for testing or to Otherwise determine whether the product, material or supply, or the proposed supplier meets 
our specifications and quality standards. The supplier may also be required to-sign a supplier agreement, We 
generally will notify you Of supplier approval or disapproval within 45-60 days of oiir receipt of all the 
information and samples requested. We do not intend to charge' fOr inspecting and evaluating proposed 
suppliers. We may re-inspect the facilities and products Of any supplier of an approved product or item and 
revoke our approval of any supplier or item that fails to continue to meet any of our criteria. We will send 
written notice of any revocation of an approved supplier or'item.

We apply the following general criteria in approving a proposed supplier;: (1) ability to make product 
ip conformity with Our specifications; (2) willingness to protect the,secrets behind the uniqueness of a product 
without dissemination toothers; (3) production and delivery capability; (4) reputation and integrity of supplier; 
and (5) financial condition and insurance coverage of the supplier.

We reserve the right to receive rebates Or other consideration from suppliers in cOnnectibn with die 
purchase by franchisees of ingredients for wine and other beverage products, various juices, packaging 
products; cleaning supplies, services and other supplies used in the operation of W ATERS'Edge WINERY & 
Bistros, as' well as merchandise Or products sold by the: stores. Most of these payments will be calculated 
based on products sold to you in your Designated Area. We can retain and use such payments as we deem 
apprOpriate or as required by the vendor and yOu acknowledge that such benefits may not be passed on to yOu.

No Officer of ours owns an interest in any required, recommended or approved supplier.

We may derive revenue from franchisee purchases. In theyear ending December 31, 201'8, we did not 
receive revenue from third party suppliers on account of the suppliers’ transactions with Our franchisees.

There currently are no purchasing or distribution cooperatives; We may negotiate purchase 
arrangements with suppliers (including price terms), for the benefit of the franchise system. We do not;provide 
material benefits to you (for example, renewal or granting additional franchises) based on your purchase of 
particular products or services or use of particular suppliers.

You must cany insurance policies protecting you, and us. The insurance policies must include,, at a 
minimum;: (i) special/causes of lOss coverage forms (Sometimes called “All Risk coverage”) 0n your Store and 
all fixtures, equipment, supplies and other property used in the operation of the Store^ for fixll repair and 
replacement; value of the machinery, equipment and improvements, including full coverage for loss of income 
resulting from damage to the Store without any .co-insurance clause^ except thd an appropriate deductible 
clause is permitted; (ii) business interruption insurance covering a minimum of 6 months loss of income, 
including coverage for Royalties with us naming us as, a loss payee with respect to those fees; (iii): 
cOinprehensive general liability insurance, including product liability insurance; with minimum limits of 
$1,000,000 per occurrence and $2,000;0OO aggregate; (iv) liquOr liability coverage with minimum limits of 
$1,000,00.0 per occurrence; (v) automobile liability insurance, including owned, hired and non-owned Vehicle 
coverage with a minimum combined single limit of $i,O00;GOO per claim; (vi) workers’ compensation and 
employer’s liability insurance covering all of your employees (vii) umbrella liability insurance which also 
includes liquor liability, employers liability and autOmobilediability, with minimum limits of $2,000,000 per
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OGCurreiice; (,viii) Waters Edge Wineries, Inc. as named additional insured on all liability policies required by 
this subparagraph; and (i») any other such insurance coverages or arnounts as required by law or other 
agreement related to your Store. We also recommend, but do not require, you to obtain data theft and 
cybersecurity coverage and ernployineht practices liability insurance.

You can expect that items purchased or leased in accordance with our specifications' wll represent 
approximately 50% to 60% of total purchases, you will make to begin operations of your Store and 2-5%,to 50% 
of the ongoing costs to operate the Store.

ITEM 9
FRANCfflSEE’S OBLIGATIONS

This table lists your principal obligations under the franchise and other agreeihents.- It will,help you 
find more detailed information aboutyour obligations in these agreements and in other items of this 
Disclosure Document.

Obligation
Sectidh in/^anchise 

Agreement
/Discio$iu-e Dpcuiheht

Ifem
a. Site selection and 

acquisitiOfi/lease!
iSections 2A and 5A; 
Addendum to Lease

Items 7 and. 11

b. Pfe-operiingpurchases/leases SeCtidns 5A, 5F and 6A-C Items.5, 6, 7 and 8
ci Site development and other pre^ 

opening requirements
Sections 5 A and 5B; 
Addendum.to Lease

Items i „5i 7, 8 and ,11

d. Initial and ongoing training Sections 7B and 7C ltems,5, 6 and 11
e^ Opening Sectiorls 2C' and 5A Items 5,11„ 12 and 15
f. Fees Sections 4B, 6C, 61,7B, 7C, 

9A-E,.9G-9I, IfB, irCand 
15M

Items 5', 6 and 7

gi, Cbn^liahce with standards and 
polici^/operations manual

SeCtidns 6A-N Items 1, :6, 7,8, 11 and 16

h.. Trademarks and proprietary 
information

Sections 3A-E and 6J Iterns 13 arid 14

i. Restrictions oh
produCts/servites offered

Sections.2D and 6A Items 6, 7,8,11 and 16

j. Warranty and customer service 
requirements

Section 7D Iterns 6 and 11

k. Territprial developnient arid 
sales quotas

Sections 2B and 2D item 12

1. Ongding product/service 
purchases

Sections 6A-G Items 6, 7 and 8

m. Maintenance, appearance and 
remodeling; requirements

Sections 5B-E Items 7, 8 and 11

n, Insurance Section IOC Items 6, 7, and 8
o. Advertising Sections 8A-D and 9C Items 6,7,,8 and 11
p. Indemnification Section lOB Itern 6
q: Owner’s participation/

managemerit/staffing
Sections 7 A-E Items 11 and 15

r. Records/reports Sectipns 9Di 9G and:9H 1 Items 6 arid 16
s. Inspections/audits Sections 5C„6Dand9H Items 6 and 11
t. Transfer Sections 11A-G; Addendmh 

to Lease Section 2
Items 6 and 17

u. Renewal $ections 4A-B Itern 6 and Itern 17
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Obligafipn
Section ikFrancliise 

Agceeineiit
Disclosure Document

Item
V. Post-ferminatipn pbligatiOns Sections 10D(3-4) and 14A- 

C; Addendum.to Lease 
Section 4

Iteni 17

w. Non-competition covenants Section lOD Item 17
X. Dispute Resolution Sections 12A-E Item 17

ITEM 10 
FINANCING

We do not offer direct or indirect financing and do not guarantee your notes, leases or other obligations, 
However, we may provide assistance to you in obtaining third' party financing; if you request. If we incur 
professionai expenses we can charge you. We do not receive any payment or other consideration for placing 
financing;with, a lender;

Waters Edge WiNERY& Bistro franchisees are eligible for expedited and streamlined SBA loan 
processing through the SBA’s Franchise Registry Program, www.franchiseregistery.com.

ITEM 11
FRANCHISOR’S ASSISTANCE. ADVERTISING. COMPUTER SYSTEMS. AND TRAINING

Except as listed below^ we are not required to provide you with any assistance.

Pre-Opening Assistance. Before you open your Store, we will:

1. Provide you with site selection, considerations and assistance and general building and design 
requirements for your Store (Franchise Agreement, Sections 5A and B). You select the site 
for the Store within the, area designated in the Franchise Agreement. We provide you with 
site selection considerations. Once you select a proposed Site, we will review and either 
approve or disapprove the selected location. We do not generally own fhe premises you will 
lease. We will generally approve the area in which you select the site.

You must verify to us that your site^complies with our site selection considerations. Weidb 
not select or endorse your site; However, upon your submission of all required information, 
we will provide you with written confirmation within l’5-30 days that weihave no objections 
to your site. Our identification of, or consent to, a site means &at the site m^ts ouf criteria 
and it does not constitute a guarantee; recpmmendatipn or assurance as to the success of the 
site or your Store. The site selectipn factors considered by us in deciding whether or not tp 
object to the location may include the following: (a) demographics; (b) traffic patterns; (c) 
yisibihty; (d) business mix; (e) ability to obtain winery license; (f) abdity to reflect image; to 
be portrayed by Waters Edge Winery & Bistro businesses; and (g) adequacy of signs and 
image.

You must prppose a site for your location and obtain our approval within 90 days of the date 
of ypuf A^eement. We will not unreasonably withhpld cpiisent to one 90 day extension of 
this deadline if prior to expiration pf the deadline, you seek our approval in writing for an 
extension together with an explanatiPn of the' effort you have taken to date to identify a 
Ipcation and st^s you plan to take in theifufure tpidentify a location. Otherwise, we have no 
obligation to grant an extension or prpvide another extension, if one has already been giyeh. 
If we fail to approve a proposed site within 90 days from the date of your A^eement, or within 
the^period cova-ed by any extension we grant you, we have the.ri^t to declare:your Agreement 
null and void and keep all Initial Franchise Fees or other amounts paid tP us. (Franchise 
Agreement, Section 2A); You must conform the prettiises to local ordinances and building codes
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and obtain any required permits. (Franehise Agfeemeht, Section 6H). We do not provide any 
assistance in hiring and framing employees,, except that we will pa-ovide 'initial training for up to 
2 ihanagers you elect to bring to the ihitia] frainiiig program. (Franchise Agreement, Section 7B).

2. Provide you withthe Approved Suppliers and Approved Supplib List (Franchise Agreement, 
Section 6B), including list of equipmehL sighs, fixtures, opening inventory and supplies you 
must order, Some of your purchases will be directly from us; others will be from other 
approved,suppliers. We do not deliver or install thesedtems.

3, Pro>dde you with either a written copy or an electronic copy of the Operations Manuals that 
detail the specifications and procedures incidental to the operation of your Store; (Franchise 
Agreetnenf, Section 6F)., The table of contents of the Operations Manuals are listed in Exhibit 
C.

4. Provide the trainihg programs described below (Franchise A^eement, Sections 7B and C).

Ongoing Assistance. During the operation of your Store, we will:

1. Provide updates to the Operations Manuals, Approved Suppliers and Approved Suppli^ Lists 
(Franchise Agreement, Sections 6B and 6F).

2. Make periodic visits to your Store as we reasonably determine to be necessary to provide 
consultation and guidance. (Franchise Agreement, Section 6D),

3. Provide refresher training Courses, as you request or as we determine necessary and require 
you to attend. You must pay a daily training fee and aU expenses for you and your manager 
to attend,, including training materials, frayel and living expenses (Franchise Agreement, 
Section 7C).,

4; Maintain the Advertising Fund, if and jvhen established (Franchise Agreement, Section 8B).

5. We friay; from time to time, make suggestions to you with regard to pricing policies. We 
retain the right to establish maximum and mihimum prices to be charged by you for sale's 
promotions or otherwise, but any exercisesof that right will be specifically setlforth in writing. 
(Franchise Agreement, Section 6L).

6. We may develop new products and services that you must offer; (Franchise Agreement, 
Section 6A).

7. Toll Free Tclenhohe FJumber. We may now or in the future establish a toll free telephone 
number for the purpose; of accepting and confifniihg customer orders nationwide, custprner 
service, and customer follow-up and satisfaction surveys. If we ratahlish a toll free number, 
you must comply with our procedures for implementing the nationwide service as we specify 
in the Manuals or otherwise in lyriting, (Franchise Agreement, Section.O.Q).

Marketing

Grand Opening and Local Advertising

Before;opening you must spend>at least $5,000 on grand opening advertising. You must also purchase 
and install televisions arid other advertising displays at your Store which will be used to feature products and 
advertise promotions we approve; After opening,, you must spend at least 5% of your Gross Sales on local
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advertising and promotion. You may only use yOur own advertising material if we have approved it before its 
use, You rnust obtain our approval of all promotional and advertising materials before use; We will approve 
or rqect the inateri'als within 10 days of receipt. On a quarterly basis you must provide us with itemization 
and proof of adv^isihg and an accounting of the,monies tha;t you spent for approved local marketing. If you 
fail to make the required expenditure, we have the right to collect and contribute the deficiency to the 
advertising fund. You must maiintain a business; phone..

Advertising Fund

If and when established,, we can require yom Store td pay an Advertising Fee of up to 2% of your 
Gross Sales to an advertising fund (the “Fund”) established by us. We will provide you with 60 days’ written 
notice before institutihg the Advertising Fee. The fund and advertising fee do not apply to private branded 
locations since they will not benefit front the fund. Until the Fund is implemented, we have no obligation to 
conduct advertising.

We will, administer the adyeTtising fund. We niay use the Fund for (1) broadcast or print adv^ising; 
(2) the creation, development and production of advertising and promotional materials^ including ad Slicks, 
radio, direct mail pieces, and other print advertising- (3) marketing or related research and development;; and 
(4) advertising and marketing expenses,, including development of our website and intranet or extranet system, 
internet access provider costsj equipment research and.development services provided by advertising agencieSi 
public relations firms or other marketing, research Or consulting firms or agencies, customer incentive 
programs, sponsorships, marketing meetings and sales incentives, subscriptions: to industry newsletters or 
magazines, and administrative costs, overhead and salaries for our marketing support personnel.

We determine the use of the monies in the Fund. Wejare .not required to spend any particular amount 
on marketing, advertising, or promotion in the area in which your Store is located. The .Advertising Fund is 
not a trust or escrow account, and we have no fiduciary Obligation to you with respect to the Advertising Fund. 
We have the right to make disbursements from the advertising fund for expenses incurred in connection with the 
cost Of formulating, developing and, implementing marketing, adyertising and promotional campaigns. The 
^sbursements may include paymmfs to us for the expense of administering the advertising fund,, including 
accounting expenses attd salaries and benefits paid to our employees engaged in the advertising functions. As of 
December 31, 2018, we had, not collected any Advertising Fees. Therefore, there were no advertising fund 
expenditures in the year then ended.

We will oversee and administer the Advertising Fund and advertising program. Outside suppliers may 
confribute.ro the Frnid. OnCe. estabhshed, we will prepare an annual unaudited accounting of the Fund and will 
niake it,available for your review upon your request.

There is no requirement in the franchise agreement for us to cpnfrihute to the advertising fund. 
However, it is our policy that for each Waters Edge Win^ & Birtro we operate, we will contribute to the 
Fund on substantially the same basis as, we require of you. Recognizing there inay be different contribution 
levels or formulas for different franchisees, our contributions are not required to be the same amounts or 
Formula as you contribute. We can spend in any fiscal year, mOre or less than the-amount of contributions to 
our respective Funds made in that year. However, funds not spent in a fiscal year'when Contributed may be 
applied and used for Fund expenses in other years, which cOuld also include payment of expenses from prior 
years.

Although we do not have a current practice of doing so, we may use advertising funds for the 
solicitation of franchise sales..

We currently do not utilize an advertising council composed of franchisees that advise us ,dn 
advertising policies.. However, we may implement such a council on notice to you.,
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Except as stated above, the franchise agreement does not have,any requirements for you to participate 
in local or regional advertising cooperatives or in any other advertising fund.

Computer Svstcni

You must purchase and use hardware arid software aswe designaterto record and analyze sales, labor, 
inventory, product usages site selection cbrisidefations and tax information (the “Computer System”). The 
Computer'System may be modified from time to time iri response to business, operations! arid,market conditions 
(Section 6C of Franchise Agreemerit). As of the date of this disclosure document, the Computer System 
includes a Windows compatible: PC with the minimum hardware and software configurations :as detailed in the 
Operations Manual or otherwise in writing, as well as a Windows compatible printer (preferably a laser 
printer).

You must separately purchase a POS system meeting our requirements. As of the date of this 
disclosure document, the typical PQS system setup includes the POS hardware (two stations, each with an 
Apple iPad, cash drawer andi receipt printer) and the POS cloud based software. TTie minimum hardware and 
software: configurations are detailed in the Operations Manual Of otherwise in writing. Our current approved 
POS hardware supplier is Revel Systems based in San Francisco, California, and yinesOS based in Campbell, 
California for the wine club software. The VinesOS software operates: the wine club management and Revel 
Systems POS runs the POS and conducts inventory management including purchasing, and integration into 
QuickbOoks for financial management.

We may access your computer and POS systems and retrieve,, analyze, download and use all software, 
data and files Stored Or used on your Computer System and POS. We may access the information system 
through electronic means, in your individual store Or frorn Other locations. You must store all data and 
information that We designate and,report data and information in the manner we specify, including ithfQugh the 
internet, extranet or other online communications. You also must have yOur S tore connected to the internet 
using a connection method we approve, currently DSL of cable modem. You must use the intmiet email 
accoUnt(s) We provide you:

You must record daily all sales using our designated software. You must keep books and records and 
submit reports aS We periOdically require, includmgbut not limited tO a rnorithly profit plan, monthly balance sheet 
and monthly statement of profit and toss, records Of priGes and special sales^ check.registers, purchase records,, 
invoicesi sales summaries and inventories, sales; tax records and returns, payroll records, cash disbursement 
journals and general ledger, all of which accurately reflect the opoations and condition Of your Store operations. 
You must provide us or opr designee passwords and access to your online accounting,records and Other accounting 
programs. You acknowledge arid agree that we and our designee will have fiiU and complete access to information 
and data entered and produced by the:accounting programs without need to Obtain prior notice or approval from 
you; howeyerrj you may restrict Our ability to change accounting information and limjt us to “view only” in the 
SOftWareiSetup. You must compile, ,keep and submit to us, the books, records and reports tO Us as we periodically 
prescribe; Thesrecords that you areTequircd to keep for your storemust include detailed daily sales, cost of safes, 
and other relevant records Or information maintained in an electronic media format and methodology we approve. 
YOU also must preserve and retain the books, records and reports for not less than 36 months. You must allow us 
electronic and manual access to any and alTrecords relating to your Store.

You must, pay for data storage, phone line, modern, internet access and all additional hardware and 
software costs needed to implement and maintain these services^

As explained in Item 7, we estimate the cost of purchasing the Computer System will range from 
$2,500 to $13,500 You must also pay the cost to upgrade or update the Computer System and software if we 
so request.. There is no contractual limitation on the.frequency and cost for you to do so. We estimate the cost 
of purchasing the POS system is $8,100, Which includes the initial installation and set-up costs of the Revel
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POS hardware arid VinesOS software. The ViiieOS software also requires an annual $200 fee for the SSL 
ceitificate. The VinesOS software operates the wine club management. There is also a Technology Fee; which 
ranges from $536 - $899 monthly, depending on your wine cliib safe volume. You must also pay the cost to 
upgrade dr’update the POS system and software if wei so request. There is no contractual limitation on the 
fi-equency and cost for you to do so.

Typical Length of Time Before You Open Your Store

The'typiCal length of time between the,signing of the Franchise Agreement, or the first payment of any 
consideration for the franchise, and the opening of your business is approximately 12 months from the 
execution of the Franchise Agreement. Factors that may impact thisTength of time may include whether you 
have a site selected upon execution of the Franchise Agreement,, your ability to obtain a site, prepare a site 
survey, arrange leasing, and financing, make leasehold improvements, install fixtures; equipment, and signs, 
decorate the Store, meet local requirements, obtain inventory, obtain a winery permit and similar factors.,

If you have not selected a site a;t the time the Franchise; Agreement is signed, you have 90 days tOfdb 
so or we may tenninate the Franchise A^eement and keep all amounts paid to us, (Franchise Agreement, 
Section 2A). You must begin operations within 12 months after the date the authorized location is designated 
and no more than 60 days after Completion of training, unless we authorize an extension. (Franchise 
Agreement, Section 2C). If you fail to begi'n.operations within the stated time, we may terminate the Franchise 
.Agreement. (Franchise; Agreement, Section 13B).

Operations Manuals

We will provide you a copy oft or access to the Waters Edge Winery & Bistro’s Operations Manual 
and Food Operations Manual. The Operations Manuals contain proprietary information and you must keep 
such information confidential, as stated in Item 14 of this disclosure document. The table of contents of the 
current Operations Manual and Food Operations Manual are attached to this disclosure document as Exhibit 
C. As of December 31, 2018, the Operations Manual contained a total of 87 pages and our Food Operations 
Manual contained a total of SO pages.

Training

Not more than 60 days and not less than 10 days before the opening of ydiu- individual Store, we will 
provide the following initial training courses to train yOu and up to 2 managers (including your General 
ManagCT), which the attendees must complete, to our satisfaction. Training is Conducted Online; and in our 
training facility in Rancho Cucamonga, California,

TRAINING PROGRAM

(REMOTE CLASSROOM)

SessiSoB Subject

Total Hours of 
“Qiilme^

1 Traimns Location
1 The Big Picture

a) WEW Philosophy
b) 8 Points'of Success
c) Course Objectives
d) Wine Making OverView

i.5 Online
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SeMoil Subject

Total Hours of: 
“Online” 
Training Ldcatipu

2 First Pour

a) Review/Q & A
b) Marketing/Prospects
c) Wine Knowledge

1.5 Online

3 Refining Your Tastes

a) Review/Q & A
b) Wiine Tasting
c) Sales Primer

1.5 Online

4 Profitable,Pouring

a) Review/Q & A
b) Accounting 101 & QB 
ci Operating Profitably

1.5 Online

5- Sdueezine the Most Out
a) Review/Q & A
,b) Wine. Knowledge
c) Daily Operations Branding

1.5 Online

’6 Vine to, Bottle

a) Reyiew/Q&A
b) Entrepreneur vS; Shopkeeper 
cl Wine Knowledge

1.5 Online

7 Drink/Drank/Drunk

a) Review/Q & A
b) Safe Serve Principles 
c| Wine eiubiQps

1.5 Online'

8. Galling All Wine Lovers

a) Review/Q & A
b) Internet Site Basics.
C) Social Media Overview

Internet Marketing

1,5 Online

9 Recording History

a) Review/Q &: A
b) POS Oyeryiew & Setup
c) Informatidn Systeihs & Data

1.5 Online

10 Cheers!

a) Review?/Q.& A
b) Order Desk Procedures
c) Expectations from Waters Edge Winery
d) Grand Opening Prep

1.5 Online

11 21®'Amendment

a) TTB Regulations
b) Labeling Requirements 
c| Tax Reporting

1.5 Online

TOTAL: 16.5
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TRAINING PROGRAM

(CLASSROOM)

Pay Subject
a) Review Online 

Training
b) 8 Points of Success
c) Onsite Course Objectives, Assessrnent
d) Equipirient/Products
e) Wine Making Procedure
a) Review/Q&A
b) Racking Procedure
c) Wine Tasting;Reyiew
a) Reyiew/Q &,A
b) Filtenng Procedure
a) ,ReviewQ& A
b) Oral Presentation
c) Bottling Procedure
a) Reyiew/Q & A 
1?) 2"''AsSessthent
c) Order DeSk Procedures,
d) Cpniplete Review
TOTAL:

Total Hbutsipf 
^^Classropm’’ 

TraUiiiig

Total Hours of 
‘‘On the Job” 

Training
6

Location
Rancho

Cucamonga,
CA

Rancho
Cucamonga

Rancho
Cucamonga

Rancho
Cucamonga

Rahchb
Cucamonga

a. Ken Liheberger oversees our training. Ken’s background is; described in Item 1-. Additional 
employees, such as Angela Lineberger whose background is described in Item 2 will assist with the 
online training, as well as limited classroom.trainmg and Matt Wentworth will assist in providing training 
in tvine prbductibn techniques, and winery management. Mr. Wentworth is responsible for the 
winemaking curriculum and standards for our franchise system. Mr. Wentworth joined Waters Edge 
Wineries, Inc. in May 2012. From April 2009 to May 20:12, he worked as a server and yine aficionado 
at The Wine Tailor in Rancho Cucamonga. In September, 2013 he was pfombted tb head winemaker 
for Waters Edge Wineries, Inc, Mr . Wentworth is alsb a certified, Sommelier, by the Court of Master 
Sonuneliers,

b. The instructional materials for each subject consist of the Operations Manuals, Training Manual, 
books/insfruetibnal matOTals and hands-on, demonstration.

At least 2 people in your Organization (you and your general manager) must complete to our 
satisfaction thiS training,program that lasts approximately 1 week. We also provide books that we require 
you to read prior to attending,training. We‘will provide the initial training program as needed. We dp not 
charge for this training, but yOu must pay all travel and living expenses and supply costs for you and yOur 
manager:, As.noted in Item 7, you also will receive custom vwneiy systeins, training before you open your 
iStore. Training will be provided by our staff who will make up to 4 trips for up to 8 days total, if you are 
purchasing a large tank system. Or 1 trip for up to 2; days total, if you are purchasing a small tank system. 
The cost for the custom wineiy systems training wiU range from $1,000 to S 4,000, and includes the $400 
daily training fee, plus travel costs, including airfare, hotel, rental car and per diem. We may exempt you 
(at our sole discretion) from some or alithe training if you have pre-existing experience in the winery field 
and can demonstrate that you have sufficient knowledge and experience in each of the training subjects 
provided. However, we can stiU rCquire your manager to attend.
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We have no obligation to providesthe initial training courses if you or ypuf affiliate cuitehtly owns or 
operates a Waters Edge Winery & Bistro or if the Franchise Agreement is executed as a renewal franchise: 
agreernent. (Franchise Agreement^ Section 7.B)

We may require you to attend refresher training programs and we also will provide'additiOnal training 
upon your reasonable request. At the time of this disclosure document, we charge a daily fee of $400 for these 
services, and you must pay thertravel and liying expenses for you and your manager to attend. If we come to 
you to provide any additional trainihg, you must pay our personnel’s travel expenses In addition to the daily 
training fee. All replacement General Managers must go through oUr tfaihing program at the time of hire and 
you must pay the $400 daily training feeii In lieu of .attending training in .Rancho Cucamonga, you may train 
the replacemerit General Manager, if we approve in writing for you to do so. Qur trainihg guidelines are 
outlined in the Operatioris Manu^.

You must attend our annual national conference(s) that we organize for franchisees. In addition, we 
may require you and yoUr General Manager to attend regional seminars that we may organize from tirne to 
time. You are^respohsible for travel, lodging and related costs and fees for all persons who attend from your 
Store.

Our training program is provided to protect our brand and theMarl<S and riot tO control the day-torday 
operation of your Waters Edge Winery & Bisfro.

ITEM 12 
TERRITORY

We reserve ail franchise.rights that we do not expressly grant to you, as oUtUned further below.

You receive the rightito operate*an individual WATERS EDGE Wbvery &.BISTRO at a specific location 
described in the Franchise Agreement. If your Store location is not d^ignated in yOur agreement when we 
sign, you have>90 days from the date of ,the Agreemerit to propose and obtain our consent to the proposed location. 
We inay extend this deadlirie if you Seek an extension prior to the expiration of the deadline. See Item 11.

The iridividual Store will be located in the Designated Area as set forth in Appendix A to the Franchise 
Agreement.

If you Operate in certain locations such as casinos; military bases; race tracks;; theme parks, includifig 
water parks and,amusement parks, hotels, restaurants and Specialty retail veriUes:such as fairgrounds and other 
tourist oriented destinations (“Special Sites”), yoU will not receive an exclusive territory. You niay face 
competition from other franchisees from outlets that we own, or from other channels of distribution or 
competitive brands that we control.

For locations other than Special Sites, we will not, during the term of your franchise, operate;or grant 
others the right to operate any other WATERS Edge WiNERV & BISTR0 within the Designated Area, except as 
generally desCribed iri this Item 12 and more folly set forth in the Franchise Agreement.

The criteria used for determining the boundaries of your Designated Area include; the population base; 
population density;, population growth trends;, apparent degree of afflUence of population; the density of 
residential.and business entities; and major topographical features which clearly define^contiguous areas, like 
rivers, mountains, major freeways, and underdeveloped land areas. Your Designated Areia will generally have 
a trade area with a population base of approximately 100,000^ although this number may be lower if you are 
in a non-metropolitan area. We determine the Designated Area. A written description or a map attached to 
the Franchise Agreement describes the Designated Area. There are no circumstances that would permit us to 
modify yoUf territorial rights.
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Except for this Designated Area, the franchise is non-exclusive, and we retain the right, among others, 
in any manner arid ori any terms and conditions we deem advisable to cOinpete with you. Specifically, we have 
the right: (1) outside of your Designated Area to grant other franchises and licenses and to develop and operate 
company or affiliate owned WATERS EDGE WINERY & BlSTRdS; and (2) inside and Outside your Designated 
Area to offer, sell and distribute any products or services ^associated with the System under the Trademarks or 
any other trademarks through any distribution channel or method, such as the- internet, catalog sales, 
telemarketing dr other direct marketing, all without compensatipn to you, except tha:t iritefriet sales may be at 
our sole discretion either (a) directed to the store located in the Designated Area nearest to where the customer 
is located for fulfillment; or (b) if we elect; to fulfill the online order to a customer in yolir D^ignated Area, 
we will pay fifty (50,%) of the internet product’s sale price less taxes, shipping airid handling to you. We also 
have the right to operate and franchise or liCerise others to operate stores or any other business within and 
outside the Designated Area under trademarks other than the' W ATERS Edge Winery & BISTRO Trademarks, 
without compensation to you, except that our operation of, or association or affiliation with stores (through 
franchising or otherwise) in the D^ighated Area that compete with WATERS EdGe WINERY & BISTROS iri the 
wirie^related store segment will only occur as a result of some form of merger or acquisition with an existing 
store chain.

Also, Special Sites are excluded from your Designated Area. We have the right under our marks or 
otherwise to operate in Special Sites ourselves, or via franchisees or licensees, and to provide raw materials, 
ingredients, training and equipment of products to these Special Sites, even witluri your Designated Area. 
Therefore, you will not receive an exclusive territory. You may face corflpetition from other franchisees from 
outlets that we;Own, or from other channels of distributiofi of coiripefitive brands that we control.

We are: not required to pay you if we exercise any of the rights Specified above in your Designated 
Area. We do not restrict you frorn soliciting'or accepting orders from outside yopr Designated Area, but you 
do not have the right to use alternative channels of distribution (such as Internet, Catalog sales or telemarketing) 
tomake^sales outside your Designated Area unless we approve in writing, except for any intemet'sales that we 
direct to you, as noted above.

Continuation of your Designated Afea does not depend on the achievement of a certain sales volume, 
market penetration Or othef contingency. You do not receive any options or right of first fefusal to acquire 
additiorial locations within or outside of your Desigriated Area unless yOu sign another franchise agreement 
with us.

If you need to reipcate your Wateaa Edge WiriCfy & Bistro because; of condemnation, destoiction, or 
expiration or canceUatibri of yoUr lease for feasons other than your breach,;we will grant you authority to do so at 
a rite acceptable to us that is within your Designated Area; prbyided that you locate a,site acceptable to us and are 
open and operating within 60: days from Closing the Store. You may not voluntarily feloCate, unless you have 
giyen us noticebf youf iritent to relocate.not less than 30 days prior to closing the Stofe, haveprocureda site.that 
we accept within 15 days after closing the prior Store; have Op^eried the new'Store for business within 60 days of 
such closure and complied with any other Conditions friat we reasonably requife You must pay the costs of any 
relocation, arid we.feserve the right to charge you for any reasonable Costs that we incur.

You do not havetherighttarelocate in the event you lose the right to oCCupythe Unit Franchise premises 
because of the cancellation of your lease due to your breach. If yoiir lease terminates becauserof your breaCh we 
niay immediately terminate your fianchise.

Neither we nor any of oiu affiliates have plans to Opefate or franchise a business undCT a different 
trademark, selling goods or services isimilar to thoseyou will offer. However, we reserve tiie right to do so inThe 
future.
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ITEM 13 
TRADEMARKS

The Franchise Agreement licenses yoy to use thetservicerhark WATERS EdgE WMERV & Bistro, as 
well as Qther trademarks, service marks, trade names and commercial syrnbols (collectively^, the “Marks”).

If you have been granted a private branded franchise, you must, after obtaining our written consent to 
the:proposed name or mark, use and/or adopt another primary trademark,and/or trade name in connection with 
your franchise. You agree to include such, other designatiprts that we may request in connection with your 
primary trademark and trade namej which may include, for examplesa designation indicating you are a private 
branded franchisee of Waters Edge, operating under license; Any mark or name that you adopt in connection 
with the operation ofyour franchise:will belong to and inure to our benefit. You agree to assign all such marks 
and-names and any registrations for such marks and names to us.

On termination orexpiratioii of your franchise^ you must stop using;the Marks and aU other marks,and 
names adopted in connectibii with your franchise.

You have uo proprietary' interest whatsoever in the Marks as your right to use the Marks is derived 
solely from yoUr agreements with us and isi limited to the conduct of your WATERS EDGE W1NERY & BISTRO 
franchise business. At the appropriate time, we intend to file all required affidavits and renewals for the Marks 
listed below.

We registered the following marks On the Principal Register of the U.S. Patent & Trademark Office;

Principal Trademarks

Principal/
Supplemental

Register Goods/Seryices II Keg.
Number

WATERS EDGE WINERY

Principal Wines; Franchise services, 
namely, offering business 
management assistance in the 
establishment arid operation of 
wineries; Retail and online 
stores featiiriiig wine and 
related products; Winery 
services; Custom production of 
wirie for others; Providmg 
information about wine­
making;

January 21, 
2014

4,471,6.72

f WINERIES

Principal Wines;,Franchise services, 
namely, offering business 
mariagemerit assisfafice, in the 
establishinent .and.Operation of 
winenes; Retail and online 
stores featuring wine and 
related products; Winery 
services; Custom production.of 
wirie for others; Providing, 
information about wine­
making

November 3, 
2015

4,845,472

We intend to file all required continued use affidavits to keep these registrations in effect.
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The followTOg Marks have an application for registratibii pending on the Principal Register of the
USPTO:

Mark

LI VE LIFE AT THE EDGE

Serial I^umber

8§/318,862

88/318,883

FUingDate

February 27, 2019

February 27, 2019

We do not have a federal registratipn for the above trademarks. Therefore, these trademark do not 
have as many legal benefits and rights as a federally registered trademark. If Our right to use these trademarks 
is challenged^ you may have to change to an alternative trademark, which may increase your expenses. We 
claim common law fights to the trade and service marks we license to you.

Appendix A to your Franchise A^eement identifies the Marks that you are licensed to use. Appendix 
A includes the W ATERS Edge WINERY & BISTRO service marks and other Marks. Your use of the Marks and 
any goodwill is to our exclusive benefit and you retain no rights in the Marks. You also retain no rights in the 
Marks upon expifatipn or termination of your Franchise Agreement. You are not permitted to make any 
changes or substitutions ofany kind ih.or to the use of the Marks unless we direct in writing. We may charige 
the System presently identified by the Marks including the adoption Of hew Marks, new products, new 
equipment or new techniques and you fnust adopt changes to the System at your expense, as if they were part 
of the franchise Agreeihent at the time of its execution. You must comply within a reasonable time if we 
notify you to discontinue or modify your use of any Mark. We will riot have any liability or obligation as to 
your modification or discontiftuance of any Mark.

You may not separately register any domain hame containirig any of the Marks or operate your own 
websifelselling wihe or related products^ or any social.media site or page whether or noLthey contairi ouf Marks 
without our express prior written consent. If we consent to your registration and/or use of a domain name, 
social media page or website for your business (whether acquired, registered and/or used before of after 
entering into foe Franchise Agreement), you must place such domain name(S), social media pages and 
website(s) in our name and/or transfer the ownership of the domain name(s), social media page(s) and 
website{s) to us, and take whatever Other action we may requiredn this regard.

We are not aware of any currently effective material determinations by the United States Patent and 
Trademark Office, Trademark Trial aiiid Appeal Board, foe-trademark administrator of aiiy state, Of any court, 
or. any pendirig infringementi opposition or cancellation proceeding, or any pending material litigation, 
irivolvirig the Marks. There are no infringing useS actually knowri to us that could materially affect your use 
of foe Marks,

We are not Obligated to protect you against infririgement 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 control any 
litigation related to the Marla and have the sole right to decide to pursue or settle any infiingement actions 
related to foe Marks. You must riotify us promptly of any infringement or unauthorized use of the Marks of 
which you become aware. The Franchise Agreement does not require us to take affirmative action when 
fiOtifieb of these uses or claims. If we determine that a trademark infringement action requires changes or 
substitutions: to the Marks, yOu must make the changes or substitutions at'your own expense:
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On termination or expiration of the; Franchise Agreement, you agree that we rnay keep and if not 
already done so, you must transfer to us any domain, names and websites used in operation of your Store.

ITEM 14
PATENTS. COPYRIGHTS AND PROPRIETARY INFORMATION

There are ho patents or copyrights currently registered that; are material to the franchise, although we 
do claim copyright ownership and protection for our web site. Operations Manual and various sales 
promotional and other materials published from time to time,

There are no eurrently effective determinations of the U.S. Copyright Office (Library of Congress), 
United States Patent and Trademark Office, Board of Patent Appeals and Interferences, or any court, or any 
pending infringement, opposition or cancellation proceeding or any pending material litigation involving any 
patents or copyrights material to the franchise. There; are currently no agreements: in effect: that significantly 
limit our rights to use or license the* use of any patents or copyrights in any manner material to the franchise. 
There are: no infringing uses actually known to us that could materially affect your Use of the patents or 
copyrights.

We are not obligated to protect you against infringement or unfair competition claims arismg out of 
your use of any patents or copyrights, or to participate in your defense or indemnify you. We reserve the right 
to control any litigation related to any patents and copyrights and we: have the spleiright to decide to pursue or 
settle any infringement actions related to the patents or copyrights. You must notify us promptly of any 
infringement or unauthorized use of the patents or copyrights of which you become aware. If we determme 
that a patent or copyright infringement action requires changes or substitutions, you must make the changes or 
substimtions at your own expense.

You must keep confidential during and after the term of the Franchise Agreement all proprietaiy 
information, including the Operations Manual. You may not teach classes for or at any school,.public, private 
of otherwise, that conveys any information about our proprietary winemaking process dr franchise operation.

Upon termmation of your agreement with us, you must remm to us all proprietary information, 
including but not limited to the Operations Manual and aill other copyright material. You must notify us 
immediately if you learn about an unauthorized use of proprietary mformation. We have the sole right to 
decide the appropriate response to any unauthorized use of proprietary information. You must comply With 
all changes to the Operations Manual at your cosL

ITEM 15
obligation to participate in the

ACTUAL OPERATION OF THE FRANCHISE BUSINESS

The rights and duties created by your franchise agreement is personal to you or your owners, as may 
be applicableii Among other things, we will grant a Franchise, Agreement m specific reliance upon the 
individual or cdllective character, skill, aptimde, attimde, business ability and financial capacity of you and/or 
your shareholders/membjers/other owners. As^such, you must participate in the acmal operation of the franchise 
business as follows;

During the term of the Franchise Agreement, you (if franchisee is an individual) or your General 
Manager must devote full time and best efforts to the management of the Store, You or your General Manager 
must provide direct dn-premises supervision to the Store. Ydu apd ydUr General Manager must complete our' 
trainmg course. Your General Manager need not have any equity interest m the franchise, The use of a General 
Manager m no way relieves you of ydUr obligatidns to comply with the agreement and,to eiisure that the Store 
is properly operated. You or your General Manager must be at the Store for any inspection or evaluation we
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conduct. You or your Principal Owners (if Franchisee is a corporation, partnership, limited liability company 
or partnership or other legal entity) must execute a personal guaranty (attached at the end of the Franchise 
Agreement) assuming and agreeing to discharge all obligations of the: Franchisee under the Franchise 
Agreerrterit. Any partners must be approved by us.

In all cases, all shareholders, officers, directors, partners, members and all managers and othCT 
employees having access to our proprietary information must execute non-disclosureagreements in a form we 
accept, if we so.require, yOur managers recei\nng training from us must execute covenants riot to competefn 
a form that we approve.

ITEM 16
RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

To rriaintairi a uniform image and uniform quality Of products arid services throughout the WATERS 
Edge winery & bistro system, we can restrict the products and services that you may offer frorn Stores. 
These restrictions are as follows:

Item 8 of this disclosure document desCfibes our requirements for approved supplies arid suppliers. 
Your Franchise Agreement requiresryou to sell or use only those products arid services that we have;approved 
in writing; You must Offer for sale at the Store all the wine^products: and related products that we periodically 
require and you may not offer at the Store ariy unapproved products or services Or use the premises for any 
purpose other than the operation of a Store: The;purpose of these requirements, is to ensure that franchisees 
adhCTe to uniformity requirements and.quality standards associated with Waters Edge WINERY & BISTROS. 
We have the unlimited right to change the types of authorized products and services yOii may offer.

Ybu must not install or maintain On the premtses Of the individual store any 'newspaper; racks, Video 
games,, jukeboxes, gaming machines, gurii niachineSj games, rides, vending machines, pool tables, automated 
teller machines or other similar devices without our prior wntteri :approval.

You may not Offer for sale any WATERS: EDGE WINERY & Bistro products throu# the internet or 
other online programming or advertising without our written approval. See Item 12. We do not otherwise 
impose any restrictions or conditions that limit your access to customers.

ITEM 17
RENEWAL. TERMINATION. TRANSFER AND DISPUTE RESOLUTION 

THE franchise RELATIONSHIP

This table lists certain important provirions of the Franchise agreement. You should read these 
provisions in the agreement attached to this; disclosure document.

provisions'

Sectiouiii
Fr^chise
Agreement Summary

a. Length of the 
term of the 
franchise

Section 4 A Term is lO years
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Pcovi^ons

Section ih> 
Franchise 
Agreement Summary ^

b. Renewal or 
extension of the 
term

Section 4B Your renewal right permits you td>remaih :as a franchisee after 
the initial term of your franchise agreernent expires. If you 
wish-to do so, and you satisfy the required pre-conditions to 
renewal, we will offer you the right to obtain an additional 10- 
year term. You must sign dirr then-current form of franchise 
agreement for the renewal term, and this new agreement may 
contain materially different terms and conditions, including 
higher royalty and/or advertising contribution, from the

1 agreement that covered your original term.
c. Requirements 

for'youto renew 
or extend

Section 4B You give us wiiften noticeof your decision to renew at,least: 6 i 
months but not more than 12 months before the etid of the 
expiring term; you sign our then current fonn of franchise 
agreement; you haye Complied wth the modernization 
requirements for'yOur Store; you are not in default and have 
satisfied your obligations on a tiinely basis; if leasing,;you 
have written proof of our ability to remain in possession of the 
Store premises throughout the renewal term; you conply with 
our training requirements; you,pay us a $5,000 renewal fee;; 
and you sign,a release. You may be asked to sign a contract 
with rnaterially different terms and conditions than your 
original contract.

d. Termination by 
you

Section 13C You may not terminate this Agreement pribr to expiration of 
its tertn except with.our prior written consent.

e. Termination by 
us without cause

None NotApplicable.

f., Termination by 
us with cause

Section 13A and 
' B

We can terminate the FranchiseiAgreement only if you default 
or fail toicomply with your obligations.

g. “Cause” defined 
- defaults which 
can be cured

Sections 1'3 A and
B

You have 10 days to cure, non-submission of reports, non­
payment of amounts due and owing and using; maintaining 
and/or carrying unapproved products and supplies; and 30 days 
to cure.defaults for failing to abide by our other standardsiand 
requirements in connection with the Operation of your 
business. Or failing to meet any requirements or specifications 
established by Us, and any other default not listed inr“h” below. 
We can turn off access to the POS software and wine clUb 
software; if you arein breach of the Francfiise Agreement and 
fail to cure within the specified time.
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Proivisibnsi

Section in 
Franchise 

Agreement Summary
h. “Cause” defined 

- defaults \yhieh 
cannot be-cuf^

Sections 13A and
B

Non-curable defaults include; material misrepresentations in ' 
your Franchise Application, abandonment, loss or revocation 
of winery license, loss of lease, fiie failure to timely curesa 
default'undCT the lease, loss of ri^f of possession or failure to 
relocate, closing of the: Store, unapproved use,of confidential 
information, insolvency, bankruptcy, unapproved assignment 
or transfer, Conviction, intentionally understating or 
underreporting Gross, Sales or other fees,;multiple defaults. Or 
failure to. cure within 24 hours of notice a defaulf which 
materially impairs the goodwill associated with any of our 
Trademarks or which endanger health, safety and sanitation
Jaws.

i, Vour obligations 
bh termination/ 
non-renewal

Sections lOD.'S 
,andl4A-e

Obligations include complete de-idenfification and payment of 
amounts due, assignment of lease iq)on our demand and 
telephone numbers; dotnain,names and websites connected 
with your store, return of Operations Manual and proprietary 
materials sand right to purchase assets of the Store (also see “o” 
and below).

j. Assignment of 
contract by us

Section IIG No,restriction on our right to assigii.

k. “TransfefVby 
you-defihed

Section llA Includes any transfer of your interest in the Franchise
Agreement or in the business or any ownership change listed in 
Section 11A of the Franchise Agreement.

1. Our approval of 
transfer by you

Section llB We have the right to approve all transfers arid may not 
unreasonably withhold approval.

m. Gonditibhs for 
our approval of 
transfer

Sections 1IB-D Transferee meets all of our 'thenTCurrent requirements for a riCw 
fi'anchisee entering Our franchise program then being offered, 
transfer fee paid, hll amounts owed by prior franchisee paid, 
required modernization is. completed, training completed; 
required guarantees signed, necessaiw fiiwncial reports and 
other data on franchise business is prepared, md release signed 
by you (also.see: “f” below). You must,also COiriply with any 
other conditions that we reasonably require as part of our 
transfer policies; which hiay include, hut not he limited to; (a) 
obtainmg consent Of the Store oWnerfs) and landlord to,the 
transfer; (b) at Our Optiori, the proposed transferee either; (i) 
signs our then current form of Franchise Agreement, modified 
to delete airiy initial fee, and to expire on the expiration date of 
your Agreement Or (ii) signs our then.current form of
Franchise Agreemerit for a fell term and pays our then Current 
initial ffarichise fee.

a Our right offirst 
refusal to 
acquire your 
business

Section 1 IF We-can match any offer for your Store assets,and, in the case 
of a proposed;stoCk sale, we can purchase your Store assets at a 
price: determined by an appraiser, unless you and weagree 
otherwise.

Franchise 
Addendum '

If a SBA loan applies, there are, limitations on our first refusal 
rights to acquire your business.
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^omions

Sbcadnih
FfancHise

Agreement Summary
0, Our option to 

pUrchkse'your 
business

Section 14B Upon termination, we haVe the right to purchase or designate a 
third party that vy-ill purchase all of arty portion of the assets of 
your Store, including the landi, building, equipment, fixtures,, 
signs, ftimishingsy.suppliesi leasehold improvements, winery 
license and inventory. Qualified appraiser(s) will determine 
price as set forth in the Franchise Agreement:

Franchise
Addendum

If a SBA loan applies, there aredifnitetions on our option to 
purchase your business.

p. Your death or 
disability

Section 1 IE You can transfer yoUf franchise rights to your heir or successor 
in.interest hke any other transfer^ hut if assignee is your spouse 
or child, no transfer fee iSirequired.

q. Non­
competition 
covenants 
during the term 
of thefranchise

Section lOD No-direct or indirect involvement in the Operation Of any store 
or wine-related business other than one authorized'in the 
Franchise Agreement.

r: Nonr
competition 
covenants after 
the fi-anchise is 
terminated or 
expires

Section lOD No.direCt Or indirect involvement in a competing; business for 2 
years (i) in‘the formef Designated Area (ii) within 25 rniles of 
the former Desisted Area or (iii) within;25 miles pfany
Other business-or store using the System.

s. Mbdification:of 
the Agreement

Section 1‘5B No mpdifiCations generally, but we have thesright to change 
the Operations Manxial, and list of authorized trademarks.

t. Integration/ 
merger clause

Section OB No modifications generally, but we have the right to change 
Operations. Manual and list of authorizeditrademarks. Nothing 
inrthe Agreement is intended to disclaim any tepresentations 
made in the franchise disclosure document. Only the terms of 
the Franchise Agreement are binding (Subject to applicable 
stoe law). Any representetions of promises outside of the 
disclosure document and franchise, agreement may not be 
enforceable,

u. Dispute 
resolution'by 
arbitration or 
mediation

N/A The Franchise Agreement requires- disputes to be htigated in 
court (subject to applicable state law).

V. Choice of forum Section 12(A) Any cause of action, clairti, suit pf demand must be; broughf in 
the United States District Court fof the Central District of 
Califoniia or any state coUrt located in San,Bernardino County, 
California (subject to applicable state law).

w. Choice of law Section 12(B) California law, except non-compete provisions governed by 
the laws of the State in which the: Store is located (subject to 
applicable State law).
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This table lists certain important provisions of the Addendum to Lease. You should read these 
provisions in the agreement attached to this disclosure document.

Provisions
Section ih Addendum 

tolease Summary'
a. Length of the ferni of 
the franchise;

N/A N/A

b. Renewal or extension 
ofthe term

N/A ;n/a-
Ci Requirements for you to 
renew or extend

N/A N/A

d. Terrninatipnby yqu N/A N/A
e; Termination by us 
without cause

N/A N/A

f Termination by us with 
cause

3(a) If you default on your lease or the Franchise 
Agreement, we niay assume your lease.

g. “Cause” defined- 
defaults which can be 
cured

N/A Subject to lease.

h. “Cause” defined- 
defaults which cannot be 
cured

N/A N/A

i, Yoiir obligations on |
tehnihatiOn/hon-renewal

3(c) You must assign lease ,to us if we elect to 
assume it upon your default or 
termination/expiration .of your Franchise 
Agreement.

j. Assignment of contract 
by us

2 We have the right to sublease your premises 
to anotiier franchisee if we-elect to assume 
yourlease.

k. “Transfer” by you - 
defined

2 If we elect to assume your , lease due to your 
default or termination or expiration of the 
Franchise Agreement, you must transfer to us.

1. Our approval of transfer' 
by you

N/A N/A

m. Conditions for our 
appr oyal of transfer

2,,3 We must elect to assume lease. '

m Our right of first refiisal 
to acquire your business

1 N/A N/A

0. Our option to purchase 
your business

N/A " N/A

p. Yourdeath or disability N/A N/A
pi Non-competition 
covenants during the term 
of the franchise

N/A N/A

r. NonTCofnpetition 
cov^nts after the 
franchise; is terihinated or 
expires

N/A. N/A

S; Modification of the 
Agreement

6 No amendment unless in witing and signed 
by parties.

t. Integration/rnerger 
clause

N/A N/A

a Dispute resolution by 
arbitration or mediation

n/a N/A ^
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Provisions .
Section ih.Addendum:, 

to Lease
f

Summary
V. Choice of forum N/A N/A

w. Choice of law N/A N/A

ITEM 18
PUBLIC FIGURES

We do.not currently use any public figure to promote our franchise. We reserve the right to do so in 
the future,

ITEM 19
FINANCIAL PERFORMANCE REPRESENTATIONS

The FTC’s Franchise Rule permits a franchisor to provide information about the actual or potential 
financial performance of its firanchised and/or franchisor-owned outlets, if there is a reasonable basis for the 
information, and if the information is included in thesdisclosure document. Financial performance information 
that differs from that included in Item 19 may be: given only if: (l)ia franchisor provides the actual, records of 
an existing outlet you are considering buying- or (2) a franchisor supplements the information provided in this 
Item 19, for example,, by proyiding infonnatibn about possible performance at a particular location or under 
particular circumstances.

Before signing any documents of niaking any investment, you must make your own independent 
inyestigatidn regarding the purchase of a Waters Edge Winery & Bistro franchise, including independent 
marketfand industry reviews and comparisons and talking to current and former Waters Edge Winery & Bistro 
franchisees. You rnust consult with your own independent advisors, such as-attomeys andsaccbuntants, to assist 
in determining'the suitability ofthis investment for you:

As of December 3il, 2018, we had 8 operating franchised outlets, This financial performance 
representation conta!ins data only for the=6 franchised; locations that had been open for business for at least 12 
foil months in the period ending December 31, 2018. Each month franchisees provide uS with information 
regarding the amount of business, conducted during the prior month. Royalties, which franchisees pay us are 
based On that information.

Some Waters Edge Winery & Bistros have earned these amounts. Your individual results may 
differ. There is no assurance you will earn as much.
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2018 GROSS SALES
FOR THE 6 FRANCHISEE-OWNED LOCATIONS (SYSTEMWIDE)

(SEE NOTES 1 - 6)

TABLE 1

FRANCTHSED WATERS^ 
jEIMSEWiiteTORES^ J

= ^ Om^^^LEAS®'.”--,^

DEGElHBEB^i^fes W;

4«SSi$ALESlN: 1 
^LS POTESS

"-7^ - ' " 1 - _

Store 1 , ,$285,631

Store 2 $253,567

Store;3 1 $288,665

Store'4 $3^340,801

Store'5 $484^268:

Store 6 $424,620

TOP STORE’S GROSS SALES 
IN 2018 (NOTES 2 & 3) $3,310,80,1

LOWEST STORE’S GROSS 
SALES IN 2018 (NOTE 2 .& 4) $253,567
AVERAGE STORE’S, GROSS 
SALES IN 2018 (NOTE 2 & 5) :$84,1,258

MEDIAN STORE’S GROSS 
SALES IN 2018 (NOTE 2 & 6) $356,642

[REMAINDER 0F PAGE INTENTIONALLY LEFT BLANK]
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TABLE 2
2018 GROSS SALES

FOR THE 4 FRANGHISED WATERS EDGE WINERY LOCATIONS WITH BISTRO
OFFERINGS 

(See NOTES 2,7-11)

FRANCHISED WATERS . 
EDGE-^WERY^^STOMsy 

WITH BlStRO OFtERlNGsl

MONTHSAsor; f _:' 
DECEMBM-M; 201«2=_^

^. :#ofETy ■ -.iig

SALES iIN^ 
v^i^ijiJOTES 2 ^

stofe 1 $288,665

Store! $3,3:i0i801

stores $484,268

Store 4 $424i620

TOP STORE’S GROSS SALES 
IN 2018 (NOTES 2 & 8) $3,310,801

LOWEST STORE’S GROSS 
SALES IN 2018 (NOTE 2. & 9) $288,665
AVERAGE STORE’S GROSS 

SALES IN 2018 (NOTE 2 & 10) $1,127,089

MEDIAN STORE’S GROSS 
SALES IN 2018 (NOTE 2 & i 1) $454,444

NOTE 1:

This table iHcludes actual unaudited information we collected from the 6 franchised Waters Edge Winery stores 
that were open and operating for at least 12 months as of December J1, 2018. Two Were full franchises and 4 
of these were stores with bistro offerings (“Winery & Bistro”). These Waters Edge Winery stores are similar 
to the franchises offered in this Disclosure Document. The figures in Table 1 are taken from reports submitted 
to us by our franchisees on their Gross sales for 2018. All information collected is unaudited.

NOTE.2:

“Gross Sales” include the total revenues and receipts our franchised stores reported to us from the sale of all 
products and services including, but not limited to; wine, wine products, food. Winemaking courses, services, 
merchandise; and any wholesale items sold onsite or offsiterof the store but does not include sales taxes and returns:

NOTE 3:

The Top Store’s Gross Sales are the gross sales reported by our top performing franchise store in 2018. 

NOTE 4:

The Lowest Store’s Gross Sales are the gross sales reported by our lowest performing franchise store in 2018. 

NOTES:
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The Average Storeys Gross Sales is the^sumiof all ^ossisales reported to us by our 6 franchised Ideations which 
had been in business for at least 12 full months in theperiod ending December3;1,2018, divided by the number 
of locations (6).

hJOTE 6::

The Median Store’s Gross Sales is the data point at the center of all data points. This figure is based on the 
Gross Sales reported by our 6 franchise locations which bad been in business for at least 12 full months in the 
period ending December 31, 2018, In this even numbered sequence, the twp; numbers in the middle of this 6 
data point set are the third and fourth numbers, which are $288,665 and $424,620. By adding these together- 
(288,665 + 424,620 = 713,285), and dividing by twoi(713,285/2), the median is $356,642.,

NOTE 7:

This table includes actual unaudited information we collected from the 4 Winery & Bistro storesi that were 
open and operating for .at least 12 months as of December 31,2048. These Winery & Bistro stores are similar 
to the franchises offered in this Disclosure Document. The figures in Table 2 are taken from reports submitted 
to us by our franchisees on their Gross sales for 2018. All information collected is unaudited.

NdTE8:

The Top Wineiy & Bistro store’s Gross Sales are the gross sales reported by our top performing Winery & 
Bistro franchise store in 2018.

NOTE 9:

The Lowest Winery & Bistro store’s Gross,Sales are the gross sales reported by our lowest performing Winery 
& Bistro franchise, store in 2018,

NOTE lO:

The Ayera[ge Winery & Bistro store’s Gross Sales is the sUrn of all gross sales reported to us by our 4 franchised 
Winery &.Bistro locations Which had been in business for at least 12 full months in the period ending December 
31,, 2018„divided by the number of locations (4).

NOTE 11:

The Median Winery & Bistro store’s Gross Sales is the data point at the center of all data points. This figure 
is based on the Gross Sales reported by our 4 franchised Winery «fe,Bistro locations which had been.in business 
for at least 12 full months in the period ending; December 31, iO 18. in this even numbered sequence, the two 
numbers in the middle of this 4 data point set are the second and third numbers. Which are $424,620 and 
$484,268. By adding these together (424;620 + 484,268 = 908,888), and dividing by two (908,888/2), the 
median is $454,444.

Your individual financial results may and will likely differ ,subsfrintially from the results stated in this 
financial performance representation. There is no assurance that your sales will be as high as those listed in 
the tableiabove. Written substantiation for the financial performance representations made; in this Item 19 will 
be made available to you upon reasonable request.

The above-figures do not reflect costs of sales, operating expenses or other costs;or expenses that mUst 
be deducted from' the gross revenue or gross sales figures to obtain your net income or profit. You should
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conduct an independent investigation of the costs and expenses you will incur in operating, your franchise 
business. Franchisees listed in this Franchise Disclosure Document may be one source of this infonnatibn.

Other'than the financial performance represratatioiw listed above, we do not make any representations 
about a franchisee’s future fin^cial performance dr the past financial performance of company^owned, 
affiliate-owned or franchised business. We do not authorize our employees or representatives to make any 
sueh representations either orally or in writing. If you are purchasing an existing business, however, we may 
provide you with the actual records of that business. If you receive any other financial performance 
information or projections of your future income, you should report it to Our management by contactmg Ren 
LinebergeTi 8560 Vineyard Avenue, Suite 408, Rancho Cucamonga, CA 917.30, (909) 468-9463, the Federal 
Trade’Commissioned the appropriate state regulatory agencies.

ITEM 20
OUTLETS AND FRANCHISEE INFORMATION 

TableNo.l
Systemwide Outlet Summary 

For Years 2016 to 2018

Outlet Type Year
Outlets at the Start 

of the Year
Outlets at lhe End 

of the Year Net Change

Franchised Outlets

2016 5 1* *2

2017 7* 6* -1

2018 6* 8* +2

COnpany-Owned

2016 0 0 0

2017 0 1 +1

2018 1 1 0

Total Outlets

2016 5 7* +2'

2017 7* 7* 0

2018 1* 9* '+2.

* Five of these lOCatibns are private branded locations.

Table No. 2
Transfers of Outlets From Franchisees to New Owners 

(Other than the Franchisor)
For Years 2016 to 2018

State Year Number of Transfers

Total

2016 0

2017 0

2018 0
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Table No. 3
Status of Waters Edge Wineribs, 

Inc. Franchised Outlets For ¥ears 
2016 to 2018

State ¥ear

Ouflets 
at Stert 
of Year

Outlets
Opened Termihations;

Non-
Renewals

Reacquired 
by Franchisor lil

t Outlets 
at End 
of the ' 
Year

Arizona

2015 0 0 0 0 0 0 0
2016 0 i* 0 1 0 0 0 1*
2017 1* 0 1* 0 0 0 0
2018 0 0 0 0 0 0 0

California

2015 4 0 1 0 0 0 3*
2016 3* , 0 0 0 0 0 3*
2017 3* 0 0 0 1* 0 ; 2*
2018 2> 0 0 0 0 0 2*

Colorado

2015 0 1 0 0 0 0 1
2016 1 0 0 0 0 0 1
2017 1 0 0 0 0 0 1
2018 1 0 0 0 0 0 1

Ohio

2015 0 0 0 0 0 0 0 1
2016 1 0 1* 0 0 0 0 1*
2017 1^ 0 0 0 0 0 1*
2018 1* 0 0 0 0 0 1*

Oklahoma

2015 1 0 0 0 0 0 1
2016 1 0 0 0 0 0 1
2017 1 0 0 , 0 0 0 1
2018 1, 1 0 0 0 0 2

Texas

2015 0 0 0 0 0 0 0
2016 0 0 0 0 0 0 0
2017 0 1* 0 0 0 0 1*.
2018' 1* 1* 0“ 0 0 0 2*

Totals

2015 5 1 1 0 0 0 5.
2016 5 ; 2 0 0 0 0 7
2017 7 1 1 0 1 0 6
2018 6 2 0 0 0 0 8

‘ These locations are private,branded locations.
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Table No. 4
Status of Waters Edge Wineries 

Gompany-Owned Outiets For Years 2016 
to 2018

Stafe Year

0utlfetsat 
Start of 

Year )
Outlets 1 
OpenedL

' Reacquired 
! vfrom

Franclii^ees
Outlets. 
Closed

Ojattets^Sbid to 
‘ Franchisees.

Outlets at 
End of the! 

Year

California
2016 0 0 0 0 0 0
2017 0 0 1 0 0 1
2018 1 0 0 0 0 1

Totals
2016 0 0 0 0 0 0
2017 0 0 1 0 0 1
2018: 1 0 0 0 0 1

Table No. 5
PrbjMted Waters Edge Wihei7 Openings 

for Upcoming Fiscal Year As of December 31, 2018

state
Franchised Agreemehts 
Signed iBut Noit Opened

J

. iPfojected New 
Eranciused Outlets in 
themext Fiscal Year

( BrqjecteaNew 
Company-Owned 

Outlets in the Current 
Fiscal Year

Arizona 0 :i 0
California 4 1 0

Colorado 0 0 0

Florida 0 1 6

|Idahp 0 1 0

Missouri 0 0 0

North Cardliha 1 0 0
Ohio 0 1 0

Oklahoma 0 0 0

Texas^ 0 1 0

Virginia 0 0 0

Total 5 6 0

*Our fiscal year end is December 31. States not likedihave no projected franchised activity to rqjort.

The name, business address, and business telephone number of each fi-anchisee as of December 31, 
2018, and the name, city and state, and business telephone number of every fi-anchisee who has, had a Store 
terminated, cancelled, not renewed, or otherwise voluntarily or involuntarily ceased to do business under the
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Franchise Agreement during the most recently completed fiscal year or who has not eominunicated with us 
within 10 weeks of the date of this disclosure document, is attached as Exhibit F. If you buy this franchise^ 
your coiifraet information may be disclosed tbiother buyers when you leave the franchise-system.

In some instances, current, and former franchisees may sign provisions restricting theirability to speak 
openly about their experience with us. You may wish to speak with current and former franchisees, but be 
aware that not all such franchisees will be able to communicate with you.

There are; no frademarkrspecific franchisee organizations associated with the franchise system being 
offered which we havenreated, sponsored or endorsed. Thwe are no independent.franchisee organizations that 
have asked to be included in this disclosure document.

ITEM 21
FINANCIAL STATEMENTS

Attached to this Disclosure Document as Exhibit G are Waters Edge Wineries, Inc.’s audited financial 
statements as of December 31, 2018, 2017 and 2016.

ITEM 22 
CONTRACTS

This disclosure document includes a sample of the following cpnfracts: Application and Deposit 
Agreement (Exhibit B); Store Franchise Agreement (Exhibit D) and Addendum to Franchise Agreement (SBA 
Loan) (Exhibit E); State Specific Addenda (Ejdiibit H); Electronic Funds Transfer Authorization (Exhibit I);

ITEM 23 
RECEIPTS

The last;2 pages of this franchise disclosure docUrnent.are detachable receipt pages (Exhibit J). Please 
insert the;name, address and telephone number of the franchise seller, and date and sign both copies. Detach 
the last page and return to us promptly on execution. Retain the other copy of the receipt page for your records; 
If these pages or any other pages or e^ibits are missing from your copy, please Contact us at this address or 
phone number:

Waters Edge Wineries, Inc.
8560 Vineyard Avenue, Suite408 
Rancho Cucamonga, CA 91730 

909468-9463
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EXHIBIT A

STATE AGENCIES/AGENTS TO 

RECEIVE SERVICE OF PROCESS



LIST OF STATE ADMINISTRATORS, STATE AGENTS FOR SERVICE OF PROCESS

1 STAi®' STATE ADMINISTRATOR ! AGENT FOR SERVICE OF PROCESS
CALIFORNIA Dq>artment, of Business’ Oversight

320 West#'' Street, Stoite 750
Lgs Angeles, California 90013 

(213) 576-7505 
f866) 275-2677

California, Commissioner of Business Oversight 
320 West 4“' Street, Suite 750
Los Angeles, California 90013 

(2i:3)'576-7505 
(866).275-2677

HAWAn Business Registration Division 
Department of Commerce and Consumer Affairs 

335 Merchant Street Room 203
Honolulu, Hawaii 96813 

(808) 586-2722

Commissioner of Securities^ Department of 
Commerce & Consumer Afi&irs
335 Merchant Street Room;203

Honolulu, Hawaii'96813 
(808) .586.2722

ILLINOIS Franchise Bureau
Office of the Attorney General

500 South Second Street
Springfield, Illinois 62706

1 (217)782-4465

Franchise Bureau j
Office of the Attorney General

500 South Second Street
Springfield, filinois 62706 

(217)782-4465
INDIANA Indiana Secretary of State

Securities Division
302 West Washmgtpn Street, Room E-111 

Indianapolis, Indiana 46204 
(3X7) 232-6681

Indiana Secretary of State
201 StateHotise

200 West Washington Street
IndiahapNoliSi Indiana 46204 

(317)232-6531
Maryland Office of the Attorney General

Securities Division
200 St Paul Place

Baltimore, M^land 21202-2021 
(410) 576-6360

Maryland'Securities Commissioner
Office of the Attorney General

Securities Division
200 St. Paul Place

Baltimore, Maryland 21202-2021 
(410) 576-6360

MlCmCAN Michigan Department of Attorney General 
Consumer Protection Division

Attn: Franchise Section
525‘West Ottawa

G. Mennen Williams Building, 1®* Floor 
Lansing, Michigan 48933 

(517)335-7567

Michigan Department of Commerce 
Corporations. andfSecurities Bureau

P.G. Box 30054
6546 Mercantile Way

Lansing, Michigan 48909 
(517) 24X-6345

MINNESOTA Minnesota Department of Commerce
85 7“’PlaceEast,Suite280

St. Paul, Minnesota 55101-2198 
(651) 5’39-1600

Minnesota Cpmmissidner of Commerce 
Departmerit of Commerce
85 7*'’Place East, Suite 280

St. Paul, Minnesota 55101-2198 
(651) 539-1600

NEW YORK NYS.Department of Law
Investor Protection Bureau

Franchise Section
28: Liberty Street, 2H‘Floor

New York, New York 10005 
(212) 416-8236 (Phone)
(212) A16-6042 (Fax)

New York Department of State
One Commerce Plaza

99 Washington Avenue, 6*^ Floor
Albany, New York 12231-0001 

(518)473-2492,

NORTH DAKOTA North Dakota Securities' Department
600 East Boulevard Avenue

State Capitol-Fifth Floor, Departrnent 414 
Bismarck, North.Dakota ,58505-0510 

(701)328-4712

Securities Commissioner
600 East Boulevard Avenue

State Capitol-Fifth Floor, Department 414 
Bismarck, North Dakota 58505-0510 

(701)328-4712
OREGON Department of Insurance and Finance Departmrat ofInsuranceatid Finance

AFil\aiips\llisnmtAys02S-9\i5l5307.ddc
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SI-ATE STATE ADMINISTRATOR agent FOR SERVICE OE PROCESS |
Corporate Securities Section

Labor and IndUshies Building
Salem, Oregon 97310 

' (5Q3)-378-4387

Corporate Securities Section
Labor andiindustrifes Building

Salem, Oregon 97310 
(503) 370^387

RHODEISIAND Director, Securities Division
State of Rhode Island

Depaftrherit of Business Regulation,
Bldg. 69, First Floor

John O. Pastore Center
1511 Pontiac Avenue,

Cranston, Rhode Island 02920 
(401) 462-9582

Securities Division
Department:of Business Regulation

Bldg. 69, First Floor
John 0. Pastore Center
1511 Pontiac Avenue,

Cranston, Rhode Island 02920 
(401) 462.9582

SOUTH DAKOTA Department of Labor and Regulation 
Division of Insurance
Securities Regulation

124 South Euclid, Suite 104.
Pierre, South Dakota 57501 

(605) 773.3563

Director, Department of Labor and Regulation 
Division of Insurance
Securities Regulation

124 South Euclid, Suite 104>
Pierre, South Dakota 57501 

(605)773.3563
VmGENIA State Corporation Commission

Division of Securities and Retail Franchising 
1300 East MaimStreet, Ninth Floor 

Richmond, Virginia 23219 
.(804)371-9051

Clerk, State Corporation Commission
1300 EastMain Street

Richmond, Virginia 23219 
(804),371-9051

WASHINGTON Department of Financial Institutions 
Securities Division
P.O.Box 9033

Olynpia, Washington 98507 
(360)902-8760

Director, Depmtment of Financial Institutions 
Securities Division

150 Israel Road S.W.
Tumwater, Washington 98501

WISCONSIN Franchise Registration
Division of Securities

Wisconsin Department of Financial Institutions 
201 West Washington Avenue, Suite SOO 

Madison, Wisconsin 53703 
(608)266-1064

Securities and Franchise Registratioii 
Wisconsin Securities Commission

201 West Washington Avenue, Suite 300’ 
Madison, Wisconsin 53703 

(608)266-1064

Uisi ofSiate Administraiois and Agents for Service of Proc«s
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' WINERIES:

Waters Edge Wineries, Ihc: 
8560 Vineyard Ave, Suife408 

Rancho Cucamonga, CA 91730 
909-468-9463 ext 700

FRANCHISE APPLlCATiON AND DEPOSIT AGREEMENT (the “Application.AgreemeriP’)

TO; Waters Edge Wineries, Ine. (the “FranGhisor”)i
8560 Vineyard Ave^ Suite 408 
Rancho Cucamonga, CA 91730

FROM; .(the “Applicant”)

The Applicant desires to be considered for a WATERS EDGE WINERY & BISTRO Franchise with the
Franchisor. Franchisor is willing to consider Applicant as a potentiarFranchisee pursuant to the terms of this
Applicatidh Agreement. Accordingly, the parties agree as follows;

1. Applicant Information: The Applicant agrees to cornplete Schedule A attached hereto, in as much 
detail and as accurately as possible, In addition. Applicant agrees to submit to the Franchisor such 
other information and ddcunierits concerning the: Applicant as the; Franchisor reasonably requires, 
Applicant agrees to notify the Franchisor iminediafely dfaiiy changes to the;information provided.;

2. Deposit. The Applicant submits, in connectipn with this Application Agreement,, a deposit in the 
amount of SlOjOOO. If the Franchise: Agreement is entered into between the Franchisor and the 
Applicant, the $10,000 deposit will be credited towards the initial ^franchise fee of the Franchise 
Agreement without interest or deduction.

3. Retum-of Deposit, If the Franchisor fails to acc^t this Application Agreement by returning a signed 
Copy of the Application Agreement to the Applicant within 30 days-of the date of its submission, it is 
deemed not accepted and the Franchisor will return the entire deposit to Applicant without interest.

4- Confidential Information. The Applicant understands, that, prior to executing the Franchise 
Agreement, the Franchisor may furnish information and material that wall be of a confidential nature 
concerning the Franchisor, and the WATERS Edge WINERY .& BISTRO fi-anchise system including, 
without limitation, proprietary knowledge regarding the WaTERS Edge WINERY & BISTRO business, 
and its proprietary ingredients^ methods and procedures. The Applicant agrees to keep all such 
information Confidential and not to disclose same to any competitor of the Franchisor nor to any 
Other person, firm or corporation who may use or obtain any benefit from the, confidential

APPLICATION AND DEPOSIT AGREEMENT



information, directly or indirectly, without the prior written consent of the Franchisor, The 
Applicant further agrees not to use any confidential information for its own benefit of to use it to 
compete with the business of the Franchisor should this Application Agreement be terminated or 
should the Franchisor refuse.to grant a Waters Edge WinerY & BISTRO franchise to the Applicant.

5. Lease. The Applicant-acknowledges and agrees that the granting of the WATERS EDGE WINERY 
franchise referr^ to in this Application A^eement is conditioned on the Franchisor’s review and 
approval of the lease to be, entered into between the landlord of the premises and the Applicant, 
Applicant’s lease with the landlord of the premises must Contain the Addendum to Le^e, attached as 
Appendix C to the Franchise Agreement. The Applicant represents and warrants to the Franchisor 
that the Applicant will locate the Waters EDGE WINERY & BISTRO in the premises identified on the 
lease and comply with all of the terms and provisions of the lease. The: Applicant covenants to 
indemnify and save harmless Franchisor with respect to any damage, injury, claims, losses, costs or 
charges caused or resulting:from.any act or omission of the Applicant or caused by or resulting from 
any matter whatsoever relating to the lease.

6. Consent. The Apphcant hereby consents and regards this Application Agreement as notice in 
writing of the Franchisor’s intent to Obtain^ and consents to Franchisor obtainingj from any credit 
reporting agency, banfe credit grantor or any other party with which the Applicant has a financial 
relationship, such information concerning the Applicant as the Franchisor may require in connection 
with the granting of the WATERS EDGE WINERY & BISTRO franchise. Furthd-, the Applicant 
consents to the Franchisor taking whatever action it considers necessary to verify the information in 
Schedule A, including contacting any references provided,

7. Franchise Agreement. Oh Franchisee’s receipt of Written notice of Franchisor’s acceptance of this 
Application Agreement, the Applicant shall have 12 months in which to enter into the Franchise 
Agreement, a lease Consented to by the Franchisor and containing the Addendum to Lease;referenced 
in Paragraph 5, and such other agreements and documents as the Franchisor may reasonably require^ 
The Applicant shall pay the balance of the initial franchise fee upon signing the Franchise 
Agreement. In the event the Applicant fails to sign the Franchise Agreement and to pay the balance 
of the initial franchisee fee within the above noted time period, subject to the limitation below, fifty 
percent (50%) of the deposit referred to in Paragraph ,2, above Will be returned to the Applicant 
without intefestj and thereafter neither patty Will have any liability or obligation to the other except 
that the Applicant will Continue to be bound by its confidentiality and non-competition obligations 
set forth in Paragraph 4 above, which will survive the termination Of this Application Agreement. 
Franchisor shall have no obhgation to provide a refund of any portion of the Deposit if Applicant 
do^ not request the refund in writing within 180 days of the date Of this Application Agreement.

8. Franchisee Stams. The Applicant acknowledges that unless Franchisor executes a Franchise 
Agreement with the Applicant, the Applicant will have no right whatsoever to become a Waters 
Edge Winery & Bistro franchisee: or to use the waters Edge: Winery trademarks or any 
confidential information, notwithstanding that the: Franchisor has accepted all or any part of the 
initial deposit. The Applicarit further acknowledges that should a Franchise Agreement be entered 
into by tbe parties, the right of the- Applicant to become and remain a franchisee shall be subject to 
Franchisbr’s right to terminate the Franchise Agreement as a result of Applicant’s failure to execute 
the documents required, failure to commence business as required or any other breach by Applicant 
of the Franchise Agreement.

9. Schedule. Schedule A is attached and incorporated into this Application Agreement by reference 
and is deemed to be an integral part of this Application Agreement. Applicant represents and 
warrants under penalty of penury that all information provided in Schedule A is true and correct.
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Date:

SIGNEDi SEALED and DELIVERED 
in the presrace of:

Applicant (Printed Name)

Witness (Printed Name)

Acceptance of Application.

Waters Edge Wineries, Inc. hereby acknowledges the foregoing together with the receipt of the amount of 
the deposit refetred to above and agrees to consider the Applicant as a candidate for a WATERS EDGE 
Winery & BISTRQ fipanchise.

Waters Edge Wineriesj Inc.

By:_
Ken Lineberger, President
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WINERIES

PERSONAL DATA 

Name

SCHEDULE A
Confidential Franchise Application 

DATE

Address 

Oity:___

Sdeial Security Nb._

Date of Birth_____

State: .Zip_

Home Phbne_ Business Phone

Spouse’s Name_

Spouse’s Occupation_

Spouse’s Date of Birth_ 

Dependents and ages;____

Any other name by which you are Iriiown (state, details)_

If at cuirent residence less than 2 years, please provide previous residence; 

Previous Residence__________________________________________

Dates at this address_

Are you, a citizen of the U.SA_ If not, ^yhat countfy_

Have you ever been convicted of, or pled ^ilty or no contest to, a felony or misdemeanor 
(other than a minor traffic yiOlatibn?) Yes__________ Np^

Have you declared personal bankruptcy within the last 10 years? Yes^ No

Have you or yOuf spOUse ever had anrissue with alcohol abuse or been convicted of a DUI? 
YesNo If yes, please explain.

Have you ever been involved in any lawsuit? If yes, please explain.

APPLICAtldN,'AND DEPOSIT AGREEMENT



EDUCATION

Name and Locaitidn Year Qraduated Major or Degree

High Schdol_ 

College____

Graduate

PERSONAL REFERENCES 

Name Phone No. Association

1.

2..

3.

BUSINESS’EXPERIENCE ^ork history and/or business started)
Please giye present or last position first and provide the; last 10 years of wOrk/buSiness history; Attach an 
additional sheet if necessary.

1.1 Company_ City, State:,

Typs of BiiSineSs_ 

Position

Employed!From

Major Accomplishments_

May we contact this company? Yes_

Contact Person_________________

2. Company__________________

Phone_ 

City, State^___

Type of Business_ 

Position_______

Employed From

Major AccompliShments_

May we contact this company? Yes_

Contact Person________________

3, Company_______________ _

No'

Phone_ 

City, State___

Type of Business^ Employed From

APPUGATrON-ANDDEPpSlT AGREEMENT



Position

Major Accomplishments_

May we contact this company? Yes_ 

Contact Person_________________

No

Phone

PERSONAL BALANCE SHEET 

ASSETS
Cash on hand,and in.banks 
;(See schedule 1) $

Stocks & Bonds

(See schedule 2)________

Account/Notes Receivable 

(See schedule. 3)________

LIABILITIES
LpanSi Notes, Mortgages, Payable 
(See schedule 5) 

Acc’t & bills dlie_ 

Taxes due

Real Estate Investments, 

(See.schedule 4)

Other Assets

Other Liabilities (Itemize)

Total Assets $ Total Liabilities $

Total Net Worth $ (Assets - LiabUiti^)

Capital available to invest in this franchise $_ 

Residence OAvn Rent How Long

APPLICATION AND DEPOSIT AGI^MENT



Schedule #1

Banking references (Listall bank accounts including Sayings & Loans)

Institute Name & Phone Account Balance Contact Officer

Schedule #2

Number of 
Shares

Stocks and Bonds

Description 
of Security

Marketable or' 
Non-marketable

Current Market 
Valuei

Schedule#?

R^eived from

Accounts/Notes Receivable

Amount

Sthedule #4 Real Estate Investments (List all real estate held)

The legal and equitable title to.alfreal estate listed in this statement is in the name of the applicant unless 
otherwise indicated

Description or Street Date of 
Number of Property Purchase

Cost Mortgage Market
Balance Value

Liens Monthly
Payment

023^,5,3m^oc-
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Schedule #5 

Payable to

Loans, Notes and Mortgage Payable

Amount
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OTHER INFORMATION

1. In your opinion; What are the essentials to the successfuhoperation of a WATERS EDGE WINERY?

2'. Wiy do franchisees pay an.initial franchise fee?

3.. Why do franchisees pay a royalty fee?

4. Why do franchisees pay a marketing and advertising fee?

5. Have you been given a Franchise Disclosure Document (FDD) in coimection '^ith this application?
Yes No

If yes, what is the date of the FDD? /■ /

6. Wasany spreial promise made to you in connection with this application?

Yes ______ ^No If yes,,please state details

APPUGATION AND DEPOSIT AGREEMENT



I authorize you to make investigations of my credit, character and ability,, and to contact anybody, 
whether or not listed above, including former employers, in order to obtain personal infonnation 
about me;, I release all such persons from any liability or damages that may be incurred as a result of 
fliriiishing such information. I also certify that all the information in this, application is true and 
complete.

Signature Date
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WATERS EDGE WINERIES®, INC. 

Individual Confidential Operations Manual
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WATERS EDGE WINERY & BISTRO^ FRANCHISE AGREEMENT'

This Franchise Agreement is iriade this day of 20^__between Waters Edge
Winces, Inc.y a California corporation, whose principal business address is 8560 Vineyard.Avenue, Suite 408, 
Rancho Cucamonga, CA 91,730 (“Franchisor^ ^‘bur,” “we” or “us”X and, a(n)
____________________ whose principal business address is

(“franchisee,” “your” or “you”). If the franchisee is a
corporation, partne^hip„limited liability company or other legal entity, certain provisions to this Agreement also 
apply to its'owners,

RECITALS

A, We developed a unique system for operatingretail locations that featured he manufacture and sale 
of wine, food and bistromenu items die teaching:of winemakingand thesale of related \yine accessories;

B. We own the WATERS EDGE WINERY Trademarks and.other trademarks used in connectipri with 
the operation of a WATERS Edge WINERY store;

G. We have the fight to license the WATERS EDGE WINERY and WATERS EDGE WINERY AND 
BISTRO Trademarks arid the fight to develop and operate W aters EdgeWinery & Bistro stores; and

D. You desire :tb either (i) develop and operate a WATERS Edge WINERY & BISTRO store using the 
Waters Edge Winery tfadernarks; or (ii) if you are an existing franchisee operating a Private Branded Store, 
open additional stores under the same Private Brand as your first store: We, in rehance on your representatiOhs, 
have approved your franchise Application and Deposit Agreement,

E. You asked and we agree'to grant you: (CHECK ONE):

□ A fidl franchise,, granting you the ri^t to use our trademarks, system and raethodolbgies. A 
fuU franchise will entitle you to participate iii bur advertising program and receive advertising and marketing 
assistance in your territory;

□ A private branded franchise, granting you: the;right to use our system and methodologies, but 
under a separate primary trademark you create and we approve. As a private branded franchise, you wfrl not 
receive advertising and marketing assistance in yoiir territory. This option is only available to existing Private 
Branded franchisees who want to open additional locatioiK under the same brand as the first store;

follows:
In consideration, of the fbregoingiand the mutual covenants and consideration below, you and wC agree as

1.

Definitions

Fbr’purposes Of this Agreement, the terms belpw have the following,definitions:

A. “Electronic Depository Transfer Account” means an accQunt established at a 
national banking institution approved by us and providing us with access to electrohically 
withdraw any funds due to us.

B. “General Manager” means the individual whb (i) personally invests his br her 
full time and attention and devotes his or her best efforts to the on-premises general
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management of the dayrto-day operations of the Store, and (ii) does not p^ieipate in the active 
Qpefation Or management of any business oth^ than the Store. The General Manage must be 
^appointed at least 60 days prior to the Store ppdiing and fully trained 10 days pripr, to the Store 
opening. The General Manager is identified on the Ovraership and Management Addendum 
attached to this Agreement.

C. , ‘‘Gross Sales’- includes the total revenues and receipts from the, sale of all
products and services including, but not limited to, wine and winei products, food; winemaking 
courses; services, merchandise, and any wholesale items, sold Onsite or offsite of your Store 
whether under any of the Trademarks or otherwise and includes; but is not limited to, winery 
rental! fees received and any other revenues collected hy you from your opCTatipns. Gross Sales 
does not include salts tax actually paid.togovemment agencies and documented refunds provided 
to'customers.

D. . ‘Trincipai Owner” means any person vvho directly or indirectly owns a 51% or
greater interest in the franchisee when the franchisee is a corporation, limited liability company 
or a sitnilar entity Otha- than a partnership entity. If the finnchisee is a partrteiship: entity; then 
each general.paitner is aPrincipafQwner, re^^dless ofthe pa-centage ownership interest: If the 
franchisee is one ot more individuals; each individual is a Principal Owner; of the franchisee; Each 
franchisee must have at least one Principal Owner. Your Principal Owner(s) are identified on the; 
Ownership and Management Addendum attached to this Agreement. As used in this Agreement, 
any reference to Principal Owner 'includes all Principal Owners,

E. “Stored means the WATERS EDGE WINERY & BiStRo Store or private branded 
store you develop and operate pursuant to this Agreement. The Store yOu open will manufacture 
and store wine and prepare fopd items; and. you will sell such wine and food items in a retail 
location that meets'our building plails and decor specifications as set forth hi subparagraph 5.B.

F. “System” means the Waters Edge Winery & BiSTRo System, which consists 
of distinctive rnanufecturing Of wine pfoductsprepared accordingto special’recipes and formulas 
wnth iniique manufacturing and storage procedures and techniques, and food items, all offered in 
a settmg:of a distinctive extrapr and interior facility, layout, signage and materials and using 
certain'distinctive types of equipment such as our Custom Winery Systems; supplies,..ingredients,, 
busings techniques, method, and procedures together with sales promotion programs, all of 
which we may modify and change from time; to time.

G; “Trademarks” means the WATERS EDGE WINERY and Waters EDge Winery 
Bistro Trademarks and Service Marks that are, registered m the United States Trademark 

Office, and the tfademarks, service marks and trade names set forth On Appendix.A, as we may 
modify and change from time to time, and the trade dress and other commercials symbols tised in 
theiStore. Trade dress mcludes the designs, color schemes and image we authorize yOii to use in 
the Operation Of the Store from time to time.

Grant of licei^se

2. The following provisions control with respect to the license granted hereunder:

A- AuthOTized Location. We grant to you foe right and license to establish and 
operate a Store identified by the. WATERS Edge WINERY & BISTRO Trademarks or such Other 
marks as we may direct The, Store will be located at

or a location tp be designated within 90 days 
from, the date of this Agreement (the ‘‘Authorized Location”). When a location has, been
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designated and consented to by you and us, it will become part of this subparagraph 2, A as if 
Originally stated Unless you seek and we grant yOU 'an extension in writing, if an Authorized 
Location is not designated within 90 days from the date of this Agreemenf (the “Location 
Deadline”), we have the fight to deciare‘this Agreement null and void without the return of any 
initial Franchise Fee.or other amounts paid to Us. We will not unreasonably withhold consent to 
one 90 day extension Of the Location Deadline, if prior to the expiration of the Location Deadline 
you seek our approval, in writing to the extension togethCT with an explanation of steps taken to 
date and your future plan to identify a location. Otherwise, we have no obligatibn to grant an 
extensidn or provide another extension, if one has already beenigiven., You accept the license and 
unddtake the obligation to oparate the Store at the Authorized Location using the TradeniMks 
and the System m cornpliance with the toms and conditions of this Agreenient.

B. Designated Area. You must locate and operate the Store at an Authorized 
Location within the area described in Appendix B (the “Designated Area”). You may sell 
Waters Edge Winery & Bistro productsnnd serviCesionly at or from the Store as set forth in 
the Operations Manuals.

We will not locate and operate Or grant to anyone else ;a franchise or license.to locate 
and opCTate a WATERS EDGE Winery & BISTRO store within the Designated Area so long as 
this Agreement is in effect, except for the Special Sites defined in subparagraph 2.D. You do 
not have any right to sublicense of sUbfranchise within or outside of the Designated Area and 
do not have the rightto operate more than onesStore within the Designated Area. If your Store 
is located within a Special SitCi(as defined below), you receive nO territorial rights. You may 
face competition from other franchisees^ from Outlets that we own, or from other channels of 
distribution Or competitive brands that we; control.

C; Opening. You agree that the Store will be open and operating; in accordance 
with the requirements of subparagraph 5.A within 12 months after the date the Authorized 
Location is designated and no more than 60 days after you complete training, imless we authorize 
in writing,an extension ;of tune.

D. Our Reservation of Rights. The license is limited to the right to develop and 
operate one Store at the Authorized Location located in the Designated Area. This license does 
not include ,(i) any right to sell products and s^ces identified by the Trademarks at (1) any 
location other than the Store authorized under this Agreement; or (2) through any Unapproved 
channel Of method Of distribution, including through a website owned,and operated by any entity 
other than us^ unless approved by us in writing; of (n) any right to exclude, control or impose 
conditions on our development of future franchised, company or 'affiUate owned stores at aUy 
time or^at any location outside of the Designated Area.

You acknowledge and agree that we have the right (i) anywhere outside of the 
Designated Area to grant other franchises and licoises: and to develop and operate company 
or affiliate owned Waters Edge WINERY & Bistrg stores; (ii) to offer, sell and distribute 
inside and outside of the Designated Area any products. Or services associated with the System 
(now or in the future) under the Trademarks or any other trademarks, service marks or trade 
names through any distribution channel or method, all without compensation to yOu (except 
that any intefnet sales may be at our sole discretion either (a) directed to the store located in 
the Designated Area nearest to where the customer is located for fulfillment; or' (b) if we elect 
to fulfill the online Ordef to a Customer in your Designated Area, we will pay fifty (50%) of 
the internet pfodUct’s sale price less taxes,, shipping Und handling to you); and (iii) tO'operate 
and franchise or license others to operate: stores offering similar products and services as you 
do Or any other business within and outside the,Designated Area under trademarks other than
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the Waters Edge Winery & Bistro Trademarks, without compensation to you, except that 
our operation of, or association or affiliation with, stores (through franchising or otherwise) in 
the Designated Area that compete with Waters EDGE WINERY & BISTRO stores in the wine 
and beverage segment will only occur through some form of merger or acquisition with an 
existing, store chain,

Further, you acknowledge that certain locations within the Designated Area; are by 
their nature: unit^e and separate in character from;sites generally developed as Or serviced by 
Waters Edge Winery & Bistro stores. As a result, you agree that the following;locations 
(“Special Sites”) are excluded from yoUr Desighaited Area and we have the right under dUr 
Trademarks or otherwise, to operate in, franchise, license and provide raw materials, 
ingredients, training and equipment or products to: (1) casinos; (2) military bases; (3) race 
tracks; (4) theme parks, including water parks and amusement parks; (=5) hotels; (6) 
restaurants; and (7) selected specialty retail venues. Such aS fairgrounds or other tourist 
oriented destinations (all of which may exist now dr in the future).

TRADEMARK STANDARDS AND REQUIREMENTS

3. You acknowledge and agree that the Trademarks are our property. You furtheracknowledge that 
your right to use the Trademarks is specifically conditioned upon theTolloWing;:

A. Trademark Ownaship. We grairt you the right to use the Trademarks in 
operating your Store. The Trademarks are our valuable property, and We are: the owner of all 
ri^t, title and interest in and to the Trademarks and all past, prteent or future goodwill of the 
Store and of the business conducted at the Authorized Location that is associated with or 
attributable to the Trademarks. Your use of the Trademarks wiU inure to our benefit. You may 
notj during or after the, term of this Agreement, engage in any conduct directly or indirectly that 
would infringe upon, harm or contest our rights in any of the Trademarks or the goodwill 
associated with the Trademarks, including any use of the Trademarks in a derogatory, negativej 
or other inappropriate manner in any media? including but not limited to print or electroruc 
media.

B. Trademark Use. You fnay not use, or permit the use of,, any trademarks? trade 
names or service marks in connection with the Store except those set forth in Appendix A or 
except as we otherwiserdirect in writing. You may use the Trademarks oiily in cormection With 
such products and sCTyices as We specify and only in the form and manner We prescribe in writing. 
You must comply with all trademark, trade nameand saWice mark notice marking requirements. 
Eachwinebottlemustcontain.a label With the approved Waters Edge Winery logo. You may 
use the Trademarks only in.association with products and services approved by us and that meet 
oxir standards or requirements with respect to quality? method and condition of manufaeturirtg? 
storage, production, preparation and sale? and portion and packaging.,

if pinsuant to Recital E above, you are granted a private branded finnchise, you must? after 
obtaining our written consent to the proposed name or mark? use and/or adopt another primary 
trademark ahd/Of trade name in connection with yoUr'franchise (in addition to the Trademarks). 
You agree to include such other designationSithatwe may request in connection with your primary 
trademark and trade name, which may include, for example a designation indicating; you are an 
affiliate of Waters Edge Wineries, operatmg under license: You acknowledge,and agree that any 
mark or name that you adopt in connection with the operation of your franchise will belong to 
and inure to Our benefit. You agree.to assign all such marks and names and/any registrations for 
such marks and names to us on written request and to take all fiirtha- and other steps ,requested 
by us to, effecmate the assignment Of these marks and names to us. On tennination or expiration
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of yoiu-.firanchise, you must stop using the Tradmarls and all othef marks and names.adopted in 
connection with your franchise,

C. Store Identification and OthCT Uses Of Marks: Except as directed by us, you 
must use the name WatersEdge WINERY & BISTRO as the trade name of the Store arid you may 
not use any othff mark or words to identify the Store without our prior written consent. You may 
not use the words WATERS Edge WINERY or any Of the other Trademarks as part ofthename Of 
your corporation, partnership, limited liability company or other similar entity. You niay use the 
Trademarks on various materials, such as business cards, stationery and checks, provided you 
(i) accurately depict the Tradem^ks on the materials, (ii) include a statement on the materialk 
indicating that the business is independently owned and operated by you, (iii) do not use the 
Trademarks in connection with any other tradernarks, trade names or service marks unless we. 
specifically approve in writing prior to such use, (iy) seek and obtain our prior written approval 
for use of the Trademarks On the proposed materials prior to Usej and (y) make.availableTo us, 
upon our request,, a copy of any materials depicting the Trademarks. You mUst post a 
prominent sign in the Store ideritifying yourself as a WATERS EDGE WINERY franchisee in a 
format we deem reasonably acceptable, including an acknowledgment that you independently 
own and operate the Store and diat the WATERS EEKjE WINERY-Trademark is owned by us and 
your use is under a license we have issued to you. If you are a private branded franchise, your 
adopted store name must always display the words “An Affiliate of Waters Edge Wineries” in 
the vieinity of your ajjirpved logo. The Affihate designation must not be less than 30% the size 
of your approved logo.

D. Litigation. In the event any person or entity irnproperly uses or infringes the 
Tiadeinarks or challenges your use or our use or Ownership of the Trademarks or our other 
intellectual propoty,., such as copyrights or patents j we will control all litigation and we.have the 
right to determine whete suit will be instituted, prosecuted or settled, the tenhs of settlement 
and whether any other action will be taken. You must promptly notify us. of any such use or 
infringement of which you are aware or any challenge or claim arising out Of your'use of any 
Trademark, You must take reasonable steps, without compensation, to assist us with any action 
\ve undertake. We will be responsible for our fees and expenses with any such action, unless the 
challenge.or claim results from yduf misuse of the Trademarks in violation of this Agreement, in 
which case you must.reimburse us for our fees and expenses.

E. Changes. You inay not make any changes or substitutions to the Trademarks 
unless we direct in writing. We reserve the right to change the Trademarks at any time, Upon 
receipt of our notice to change’the Tradeniarks, you must cease using the former Trademarks and 
commence using the changed Trademarks at your expense.

TERM AND RENEWAL

4, The following provisions control with respect to the term and renewal of this Agreement :

A. Tam. The initial term of this Agreement is 10 years unless this Agreement is 
sooner terminated in accordance with Paragraph 13. The mitial term commences upon the 
Effective Date of this Agreement. Wemay Cxtendlthis initial term in writingfor a limited period 
of time not to exceed 6 months to take into account the term of airy applicable lease for the: 
Authorized Location.

B, Renewal Tenn and Conditions of Renewal. You may renew this Agreement for 
an additional term of 10 years, provided that: (i) you have given us written notiee of your 
decision to renew at least 6 months blit not mOre than 12,months prior to the end of the expiring
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term; (ii)i you sign our then-current form of fenchise agreement, the terms, of which may differ 
from this Agreeinent, including higher fees and modified to reflect no additional renewal term 
upon expirpion and othCT modifications to reflect that ttle agreement relates to the grant of a 
renewal; (iii) you, have compUed with the provisions of subparagraph 5.E regarding 
modernization; (iv) you are not in default of this Agreement or any Other agreement pertaining 
to the franchise granted at the time you provide notice of your intent to renew or at the time of 
renewal, have satisfied all monetary and material obligations on a timely basis diumg the tenn 
and ^e in good standing; (V) if leasing: the Store premises (and not subject to relocation under 
(iii) above), you have renewed the lease and have provided Written proof of your ability to remairi 
in possession of the prernises throughput the renewal period;, (yi) you comply with our then- 
current training r^uirpments; (vii) you and your Principal Owners and guarantors execute a 
general releaseofclaims'ina foim we prescribe; and (viii) youpay us or our designee a renewal 
fee:in the amount of $5,000.

G. MQnth%tO::Mohth Agreement. If you do not sign our theii-cuiTent Franchise 
A^eement prior to the expiration date and you continue to, accept thetbepefits of this Agreement 
after it expires, then at our option, this Agreement may be tinted either as (i) expired .as of the 

■ expiration date with you then operating without a license and in violation of Our rights;' or (ii) 
continued on a montfrto-month basis (“Month-to-Month Agreement”) until one party provides 
the other with written notice:of such party’s intent to;terrrimate the,Month-to-Month Agreement, 
infwhich case the Month-to-Month Agreement will terminate thirty f30)tdays after receipt of the 
notice to terminate the Month-to-Month.Agreement, or Such longer notice periodi as is;required 
by applicable law. In the latter case, all of your obligafibns shall remain in fiill force and effect 
duringthe Month-to-Mohth Agreementas if this; Agreement,had not expired, and all obligations 
and restrictions imposed on you on, expiration of this Agreement will bedeemedlto take effect 
upon terminatibn of the Monthrto-Month Agreement.

FACILITY STANDARDS AND MAINTENANCE.

5. You acknowledge and agree that we have the ri^t to establish, from time to time, quality 
standards regarding the business operations of W aters EDtJE WINERY & BISTRO stores to protect theidistihctiOn, 
goodwill and uniformity symbolized by the Tradeinafks and the System. Accordingly^ you a^ee to maintaih and 
cornply with our quality standards and agree to the fbllbwing terins and conditibnsi

A. Store Facility: Lease; You are responsible for purchasing or leasing a site that 
meets our site selection considerations. Wemust consent to the site in writing:

You may not open yoxir Store for business until we have notified you.in writing that you 
haveisatisfied your, pre-opening obligations as set.forth in.subpafagraphs 5. A and 5.B;and we laye 
approved your opening, date. We are not responsible or liable for any of your pre-opehing 
obligations, losses or expenses you mi^t incur for your failure tO;Comply Withfhese obligations 
OT ,your failure'to open hy a particular date. We also are mtitled to injunctive relief or specific 
performance under subparagraph 12.D for your failure to comply with your obligations.

In the event that youienter ihto any type Of lease for the Storepremises, you must provide 
thefease to us and receive our prior written approval of the lease before you execute it. \fee have 
no responsibility for the lease; it: is :your sbleresppnsibility to evaluate, negotiate?and enter into 
the lease for the Store premises. Your lease must contain the Addendum to. Lease attached as 
Appendix C; You must provide us a copy of the lease and. Addendum within 5 days, of their 
execution.
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B . Constcuction. You rnay not coiranence construction of the Store until yOu ha ve
rweiyed Our written consent to your building plans and your design and d&or layout. You also 
must construct and equip the Store in accordance with our current approved specifications and 
standards pertaining to equipment, inventory, signage, fixtures and desi^ and layout of the 
building.

Without limiting the generality of the prior parsfgraph, you must promptly after 
Obtaining possession of the site for the Store: (i) have prepared and submitted for our approval 
basic architectural plans and specifications, (not for construction) consistent with ouf general 
atmosphere^ images decor^ color scheme land ambience requirements as set forth from time to 
time in the Operations Manuals for a WATERS EDGE WINERY & BISTRO store (including 
requiretneiifs for dimensioris, exterior design, materiails,;interiOr design and IhyOut, equipment, 
signs and decOrating)| (ii) purchase or lease ^nd then, in the construction of the Storej use only 
the approved equipment, fixtures and signs; (iii) complete the construction and/or remodelings 
equipment, fixturess fufriiture and sign installation and decorating; of the Store in full 
compliance with plans and specifications we approve and all applicable ordinances, building 
codes and permit requirements without any unauthorized alterations; (iy) obtain all customary 
contractors’ sworn statements and partial and final waivers; (V) obtain all necessary permits, 
licenses and architectural seals and comply with applicable legal requirements relating to the 
building, signs, equipment and premises, including, but not limited to, the Americans With 
Disabilities; Act; and (vi) obtain and maintain all required zoning changes,, building, utility, 
health, sanitation, winery and sign jpermits and licenses and aiiy other required permits and 
licenses, It is your responsibility to comply with the foregoing cOnditiphs.

Any change to the interior or exterior decor or image, equipment or sigiiage of the Store 
to be made after our consent is granted for initial plans, whether at the request of you or of us, 
must bemade in accordance with specifications that have received our prior written cOnsent. You 
may not commence such addition or modification until you havereceived Our written consent to 
yOurTeyised.plans.

C, Maintenance. The building, equipment, fixtures, signage and trade dress 
(includirig the interior and exterior appearance) employed in the operation of your Store must be 
maintained and refreshed in accordance with our requirements estabhshed periodically and any 
of our reasonable schedules prepared based upon periodic eyaluatiOnS of the premises by our 
representatives. Within a panodof 30-60 days (as we determine depending;on the work n^ed) 
after thesreceipt of any particular report prepared following such an evaluation, yOu must:.affect 
the items of maintenance we. designate, including the repair of defective items and/or the 
replacement of irreparable or obsolete items of equipment and. signage. If, howeyer; any 
condition presents a threat to customers or public health or safety,, you must affect the items of 
maintenance immediately.

D. Relocation, if you need to relocate because: of condemnation, destruction, or 
expiration or cancellation of your lease for reasons other than your breach, we will grant you 
authority todo so at a site acceptable tO us that is within your Designated Area; provided that you 
locate a site accqJtable to uS and are open.and operating within 60 days from closing, the Store,, 
all in accordance with our then-current standards.. If you voluntarily decide toTelocate the Store, 
your ri^t to relocate theStore will be void and your interest in this Agreement will be voluntarily 
abandoried, vmless you have given us notice of your intent to relocate not less than 30 days prior 
to closing the Store, have procured a site that We accept within 15 days after closing the prior 
Store, have opened the new Store forbusiness within 60 days of suCh closure and complied with 
any oftiCT conditions that we reasonably require;
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You must pay the costs of any relocation,, and we reserve the right to ch^geiyou for any 
reasonable: costs that we incur.

You do not have the right to relocateiin the event you lose the right to occupy the; Store 
premises because of the cancellation of your lease due to your breach, rather the cancellation of 
your lease due to yoiff breach is grounds for immediate termination under subparagraph 13.B.2.

E. Modernization or Replacement. FrOm time to time as we require^ you must 
affect items of ihodemizatioh and/or replacement of the trade drtes or equipment as may be 
necessary for your Store to conform to the standards for similarly rituated new WATERS Edge 
WINERY & Bistro stores. You must cOmplefe to our satisfaction any changes we require within 
3 months from the date you are notified of any required changes. We wall not require you to 
spend more than $50,000 annually on any required modmiization and/or replacement of trade 
dress or equipment pursuant to this section. However, theimonetary limits described above will 
not apply to any modoriizatibn and/or replacement Of trade dress we may requireiin connection 
with a transfer or renewal of the Franchise.

Notwithstanding the prior paragraph, we wall’not requife you to make any modernization 
expenditures during the first 5 years of this Agreement (except in the event of a transfer as noted 
below). You,,hQweyer, must perform general, continued maintenance and refreshing of the Store 
premises whenever necessary as set forth in subparagraph 5.C. Further, each and eve^ transfer 
of any interest ih .this Agreement or yOur Store or business governed by Paragraph 11 or renewal 
covert by Paragraph 4 is expressly conditioned upon your compliance with these requirements 
at the tiihe of transfer or renewal.

You acknowledge and agree that the requirements of this subparagraph 5.E are both 
reasonable and necessary to insure continued publicbacceptance and patronage of W ATERS EDGE 
Winery & Bistro stor«. If you fail to make any improvement or perform the maintenance 
listed above, we may, in addition to our other rights in this Agreement, effect such improvement 
or maintenance and you must reiinburseUs for the costs we incur.

F. Signage. In addition to installing ihta-ior signage that accurately displays the 
Trademarks, you also inust purchase an approved outdoor sign at your expense which rhust bear 
the Waters Eidge Winery & Bistro logo, or other inark we designate and complies, with our 
specifications, which we may modify and change from time to time due to modifications to the 
System, including changes to the Trademarks. If you are a private braded fianchise, your signage 
mustsay “An affiliate of’with the Waters EdGe Winery & BISTRO logo. You must make such 
changes to the outdoor signage as We require. YOur failure to replace the signage within 3 months 
from the date of notification will constitute a default.of this Agreement undo' Paragraph 13. Any 
upgrades to the type or size of your outdoor signage will be at your expense.

PRODUCTS AND OPERATIONS STANDARDS REQUIREMENTS

6. Ypu must implement and abide by our requiremerits and recommendations directed to [enhancing 
substantial System uniformity. Tlie following prOyisiOns control with respect to products and Operations:

A. Authorized Products and Ingredients. Youmust use in. the operation of the Store 
and in the pr^aration and inanufacture of wine and other beverage products only the^ proprietary 
and nOn-proprietary ingredients, recipes, fonhulas, techniques, processesiand supplies,,and must 
prepare and sell wine and products in such appearance and packaging, all as we specify in our 
most current operations material or otherwise in writing. You acknowledge and agree that We 
may change these mataials periodically and that you are obhgated to Conform to the
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r^uirements: All suppli^i includihg containers and other customer service materials of all 
descriptions and types must meet our standards of uniformity and quality^ You ackno\vledge that 
the Store must at all times mmntain an inventory of ingredients and beverage products and other 
products, material and supplies that will permit opa-atipn of the^Sfpre at maxmjum capacity. You 
must carry and offer for sale all approvediproducts and'sefvices we designate; You must not carry 
or offer for sale any unapproved product or smice;

B, Approved Supplies and Suppliers. We will furnish to you from time to time lists 
of approved supplies or approved suppliers. You must only use approved products; inveiitory 
(including, ingredients), equipment, fixtures, signsj advertisiiig matmals, trademarked items and 
novelties, and other items (collectively, “approved: supplies”) in the Store as set forth in the 
approved supplies and approved supphers hsts, as we may amend froiri time to time. Although 
we ,db not do so for every item, we haye the right to approve the' manufacturer of approved 
supplies. Ypu acknowledge.and agree that certain approved supplies may only be available from 
one source,, and we may be that source. For instance, weiare currently the only-approved supplier 
for the.custom winery system, juice and other supplies. We will derive revenue from the sale of 
products and supplies to you. All inventory, products, materials and other itenis and supplies 
used in the operation of the Store that are not included in the approved supphes or approved 
suppliers lists must cOnfonn to the specifications arid standards we establish from tiine to time. 
ALTHOUGH APPROVED BY US, WE MAKE NO WARRANTY AND EXPRESSLY 
DISCLAIM ALL WARRANTIES, INCLUDING WARRANTIES OF MERCHANTABILITY 
AND FITNESS FOR ANY PARTICULAR PURPOSE, WITH RESPECT TO PRODUCTS, 
EQUIPMENT (INCLUDING WITHOUT LIMITATION AND ANY REQUIRED 
COMPUTER SYSTEMS), SUPPLIES, FIXTURES, FURNISHINGS OR OTHER 
APPROYED rrEMs.

C. Computer System and POS. You must purchase and use the computCT system 
that We developed for the Store, including all future updates, maintenance, supplements and 
modificationSi(the “Computer System”), TheComputer System includes hardware and software 
used in the operation of the Store. We reserve the right to require you to piu-chase or lease 
software that provides a system used-to track^and manage unfinished goods inventory; purchase 
orders and tax information. The computer hardware component of the Computer System must 
conform to specificatiOns We develop. Youmust also purchase or lease and install a POS System 
and softwaremeeting our requirements and pay for annual support for the POS System. We can 
require you to pay us direct for the software licensing fees toAllow us to take advantage of bettCT 
pricing on a systemwide basis. We have the right to require: you to upgrade;, update and change 
the cornputer hardware and software systems and POS hardware and sOftware systems on written 
notice, at your expense. You must contply with all directives we; issue in this regard. You 
acknowledge and agree that we will have full and complete access tp infOrinatiOn and data 
entered and produced by the Computer System and POS. You must have at the Authorized 
Location int^et access with a form of hi^ speed connection as we require and you must 
maintain an email account for our direct coire^ondence wth yOu and the iStore. Each party to 
this Agreement acknowledges and agrees that changes to technology are dynamic and not 
predictable within the term of this Agreement. In order to provide for inevitable but 
unpredictable.changes to technological needs apd opportunities, you agree that we will have the; 
right to establish, in writing, reasonab le new standards for the implementation Of technology in 
the System- and you agree to comply with those reasonable new standards that we establish.

D. Evaluations. We or our authorized r^resentative have the right to enter your 
Store at all reasonable times during the business day for the purpose of making, periodic; 
evaluations and to ascertain if the provisions of this Agreement are being; observed by yoU; tO 
inspect ;and evaluate your premises, equipment, and, to test,, sample, inspect and evaluate your
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suppli^, ingredients arid products, as well as the storage, preparation and fomnilatibn and the 
conditions of sanitation arid cleanliness in the storage, production, manufacture,, handlirig arid 
serving. Any eyaluation that you fail is a default under this Agreement. Furth^ if we determine 
that any condition in the Store presents a ftireat to custbmors dr public health or safety, we may 
take whatevCT measures ive deem necessary, including requiring you to inimediately close the 
Store tintil the situation is remedied to our satisfaetipri.

E. Period of Operation. Subject to any contrary requirements of local lawj your 
Store must be opened to the public?and operated at least 8 hours each day^ at least 6 days a week. 
Any variance from this proyisidn rnust be authorized by us in writing. You are permitted to close 
the iStore one day a week, but this day must be consistent from week to >yeek. For instance, you 
may not be closed on.a Monday One week and on a Sunday the next, without first obtaining our 
written consent and ngtitying your customers of the change. You acknowledge and agree that if 
your Store is closed for a period of 3 consecutive days or 1G or more days (riot including the one 
day a week .in which you areperniitted to close) in ariy 12-month period without our prior written 
consent,'such.closure eohstitUtes your voluntary abandonment of the franchise and busiriess arid 
we have the right„in addition to other remedies provided for herein, to terminate this Agreement. 
Acts of God, war, strikes, riots or other force majeufe cause preventing you temporarily from 
complying'\rith the foregoing will.suspend comphance for the duration ofSueh intCTference.

F. Operating Procedures. You riuist adopt and use as your continuing operational 
routineithe required standards; procedures, techniques,and rnanagement sjStems described in the 
Operations Manuals or other written materials,relatmg to product manufacture, preparation and 
storage, financial management, equiprnerit arid facility. We will revise frie Corifidential 
Operations Manual and Food Operations Manual (“Operations Manuals”) and these standards^ 
procedures, techniques and management systems periodically to meet changing coriditipnS of 
retail operatiori in the best interest of Stores operatmg under the Trademarks. Any required 
standards exist to protect our interests in the System arid the Trademarks and not for the.purpose 
of estabiishihg any control.or duty to take cPntrdl Pver those matters that are reserved to you.

You acknowledge having received one copy of or access tp the Operations Manuals for 
use during the terni of this Agreertie&t. The Operations Manuals at all times are our sole 
property. You must at all times treat theOperations Manuals, arid the infPnriation they contain, 
as secret and confidential, and must use all reasPnable efforts to maintain such information as 
-secret and cpnfidential. We riiay frorii time to time revise the contents of the Operations. Manuals 
arid other materials and you expressly agree to comply with each riew or changed requirement. 
You must at all times insure that your copy of the Operations Manuals are, kept current and up 
to date, and in the event of any dispute as to the contents of the Operations Manuals, the terms 
of the master copy of the OperatipnsMaflualS that we maintain,is controlling. You acknpwledge 
and agree that in thefriture the Operations Manuals and other system cominuflications may oiily 
be available on the iritemet or other online-or computer coinmuniCatioris.

You acknpwledge that your compliance with the Operations Manuals is vitally 
iriipPrtant to us and other System franchisees, and is riecessary to protect our reputation, and the 
goodwill of the Trademarks arid to maintain the Uniform quahty of operation through the SyStem., 
However, while the Operations Manuals are designed to protect pUr reputatiPn and the goodwill 
of the Tradernarks, they-are not designed to coptrPi the day-tp-day operation of theiStore.

G. epnfidentiaflnfPrmation. You, the PriricipalOwnersVarid the General Manager 
rriay riot, during the term ojfthis Agreemerit or thereafter, comfnuriicate, divulge or use, for the 
benefit of any other person or entity any Confidential Information, except to such emplpyees as 
must have access to it in order to operate the Store. For purposes of this Agreement,

Franchise Agreemeni
IQ



“Confidential Information” means all proprietary information, the software used in operating 
your Store, the; Operations Manuals and other information communicated to you in writing, 
verbally or through the internet or other Online or computer communications, and any other 
knowledge or know-how concerning the methods of operation of the Store; Any and all 
Confidential Information, including, without limitation, the Operations Manuals, proprietary 
ingredients, secret formulas and recipes, methods, procedures, suggested pricing, specifications, 
processes, materials, techniques and other data, may not be used for any purpose other than 
operating the Store; In addition, during the term of this Agreement or thereafter, you may not 
teach classes for or at any school, public; private or otherwisej that conveys any information 
about our proprietary winemaking processes or fianchise operations. We may require that you 
obtain nondisclosure and confidentiality a^eements in a form satisfactory to us fi^om any 
persons owning a ininority interest in the fianchisee, the Principal O wners; the General Manager 
and other key employees. You must provide executed copies of these agreements to us.upon our 
request.

H. Compliance with Law: Libenses and Permits. You must at all times maintain 
your premises and conduct your Store oparations m compliance with all applicable' lavi«, 
regulations, codes and ordinances. You must secure and rnaiiitairi in force all required federal 
and state licenses, including,a wineiy license; ,pCTmitS;and certificates relating to your Store, It is 
your responsibility to comply with any.applicableJocal„state or federal laws and requirements 
regarding the advertising, sale and labeling of alcoholic beverages and food items.

You acknowledge that you are an.independent business and responsible fbr control and 
manageineht of your Store,, including, but not limited to, the hiring and discharging of yom 
employees,. and setting and paying wages and benefits of your employees. You a^ee to comply 
with all applicable laws pertaining to the privacy of customers, employees, and financial 
transactional information (“Pfivafcy Laws”). You acknowledge that we have nO power; 
responsibility or liability in respect to the hiring, discharging, setting and paying of wages or 
related matters for your personnel.

You must immediately notify us in writing of any claim, litigation or proceeding that 
arises ftom or affects the operation or financial condition of your WATERS EDGE WJNERY & 
Bistro busihesS or Store, including any notices of 'health code violations or vrinay license 
violations.

I. Participatibn in Internet Web Sites or Other Online Coihmunications. We 
reserve the right to require you to, at your expense, participate in the WATERS EDGE WINERY 
web site, any intranet or extranet system we ,may develop or other online communications as 
we may require. You must pay our then current rates to access these systems. We have the 
right to determine the content and use of the web site and-any intranet or extranet system we 
may develop and will establish the rules under which .franchisees may or must participate. We 
reserve the right to Sell wine and wine related products on the website, and agree to split 
the proceeds of the sale in the manner described in Section 2(D). We retain all rights relating 
to the web site and any intranet or extranet system we may develop and may alter or terminate 
the web site, intranet or extranet system. Your general conduct on the, web site; intranet and 
extranet system or other online communicatioris and specifically your use of the Trademarks 
or any advertising is subject to the provisions of this Agreement. You acknowledge that 
certain infbrmation related to your participation in the web site, intranet or extranet system 
may be considered Gonfidential Information, including accessxodes and identification codes. 
Your right to participate in the Web site; intranet and extranet system; or otherwise use the 
Trademarks or System on the internet or other online commuriications, will terminate when 
this Agreement expires or terminates.
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J. Websites. Social.Media and Domain Names. You may not separately register 
any domain name containingiany of the Trademarks or operate your oym website selling wine 
or related products or any social media site or page for your Store, whether or not they contain 
our Trademarks without our express; prior wTitten consent. If we consent to your registration 
and/or use of a domain name, website or social media: site or page, for your business (whether 
acquired, registered and/or used before or after entering into this Agreement), you, must place 
sucii domain name(s), website(s) and social media site(s) or page(s) in bur name and/or 
transfer the ownership of the domain name(s), website(s) and social media site(s) or page(s) 
to us, and take whatever other action we may require in this regard. On termination Or 
expiration of this Agreement, you agree that we may keep and if not already done so, you must 
transfer to us any domain names, social media :site(s) or pages(s) and websites used in 
operation, of your Store.

K. System Modifications. You acknowledge and agree that we have the ri^t to 
modify, add to or rescind any requirement, standard or specification that We prescribe under this 
Agreement to adapt the System to changing conditions competitive circumstances, business 
strategies, business practices and technological innovations and other changes as w.e deem 
appropriate, Ypu must comply with these modifications, additions or rescissions at your expense, 
subject to any express limitations set forth in this Agreement.

L. Suggested Pricing Policies. We may, from time to timei make suggestions to 
you with regard to your pricing policies. We retain the right to establish maximum and 
minimum prices to be? charged by you for sales, promotions or otherwise, but any exercise of 
that right Will be specifically set forth in writing. You must hOnor theterms of all promotiOna!]
Or discount programs that we offer and comply with any pricing policies we may specify, 
including niinimum and maximum price policies, minimum advertised price policies and 
uriilaterai price policies (when pennitted by law)-

M. Vending Services. You may not install or maintain on the premises of the 
Store any newspaper racks, video gameis, jukeboxes,; gaming machines, gum machines, games, 
rides, vending machirteSj pool tables, automated teller machines Or other similar devices 
without our prior written approval.

N. Uniforms. You must purchase and your employees must at all times wear unifonus 
while On duty imprinted with the Trademarks and cohfOrrhing to’Other specifications prescribed by us.

O. Converting from our Private Branded Franchise: Program to the Full Franchise 
Program. If you are a private branded ,franchisee in good standing and: (1) you are in foil compliance 
with the terms of this Agreement; and (2) yOii want to convert to our Full franchise pro^am, we may; 
at Ouf sole discretion, elect to provide you an allowance to assist wth the costs involved to change 
signage and re-brand to the Full franchise program, Nothing herein shall impose an obligation on us 
to do so. If you convert to our foil franchise, program, you will not be subject to an additional initial 
franchise fee. However, yOu will be subject to the advertising fee and all Other requirements of the 
foil franchise program after the conversion.

P. Toll-Free Telephone Number. We have the right, but not the obligation, to establish 
and maintain a toll free.telephone number for the purpose of accepting and confirming customer orders 
nationwide, customer service, and customer follow-up and satisfaction surveys. If we establish a toll 
free number, you must comply with Our procedures for implementing foe nationwide service as we 
specify in the Operations Manuals or otherwise in writing.
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PERSONNEL AND SUPERVTSIQN STANDARDS

7.
superyision:

The follo\ymg provisions and conditions control with respect to personnel, training and

A. Supervisioii. You must have a General Manager at alj times: during the term of 
this Agreement. You and your General Manager must ensure that- the Store is operated in 
accordance with the terms and conditions of this Agreement.

B. Traihiiig. You must, at your expense, comply with;all of the traitiing requirements 
we prescribe for the Store to be develbped under this Agreement. You and your General Manager 
must attend remote training pfbvid^ via the web as well as classroom training in Rancho 
Gucamdnga, California (or any other location deigned by us in the future)-and complete training; 
to our satisfaction. The initial training also includes, custom winery system training, the duration 
of which will depend on wheflier you are.purchasing a large tank system of a small tank system, 
and other pre-opening assistancesthat we or our designee provide at your Store prior to opening. In 
the event you are given notice of default as^set forth in subparagraphs 13,A and B and the default 
relates, in whole or in part, to your failure to meet any operational standards^ we haveithe right to 
require as a condition of curing the default that you, and the General Managa", at yOur expense, 
comply with the additional training requirements we prescribe. Any new General Manager must 
corriply with our training,requirements within a reasonable time as we specify. You.must pay all 
costs and our then current fees and travel expenses (if any) for such training. Under no 
circumstances may you permit managementof the Store’s Operations on a regulair'basis by aperson 
who has not successfully completed tQ our reasonable satisfaction all applicable training we require. 
Wehaveino.obligatiqn to provide:irtitial training if (i) you or an affiliate (if you are an entity) already 
owns or ppCTates a Watas Edge Winery Store as of the date of this agreement; or (ii): this 
Agreement;is executed.as a renewal franchise agreement.

C. Ongdine Training. We may require you and youf General Managa- to attend, at 
your expense, ongoing framing at diff training fecility, the Authorized Location dr any dtha 
location we designate. You must pay allicosts and our ;then current fees for such.fraining, including 
any travel expenses we incur to provide the training if at the Authdrized Location.

D. Additional Assistance: If you ask and wp agree to provide additional assistance 
to ydu^ ydu must pay our then current fees forsuchassistance plusjour personnel’s travel expenses.

El Staffing. You will determine who to retain, how many pedple to retain (subject to 
any minimum staffing requirefrients we may prescribe), how you compensate your personnel, terms 
of employment and wcaking conditions, when, and how to discipline the personnel you hire, and 
when and howf td tenninate the posonnel you hfre. You are required at all'times: to comply with 
all applicable employment laws. No erhpldyeepf yours will be deemed to bean agent or employee 
of ours for any purpose whatsdever and wejare not a joint employer of those persons.

P. Attendance at Meetings. Ydu must attend, at your ecpense, our annual franchise 
conyentidrt, Youalso must attend, at your expense, any regional meetings that we hold relating;to 
new products or product preparatidn proceduri^, hew operational procedures or programs; training, 
store management,.sales or sales prornotion,ior similar topics. If you are not able to attend a meeting 
or conventioh, you.rnust notify us at least 30 days pridr to the meeting.

G. Payroll Service. You must retain an outside payroll seiviCe to provide payroll 
services to your employees.
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ADVERTISING

8. You agree to actively promote your Store, to abide by all of bur advertising requifemerits and to 
comply with the following provisions:

A- Reouired Local Expenditures. Approved Materials. You must Use your best 
efforts to promote and advertise thesStore and participate s any local advertising and promotional 
programs we estabhsh from time to tune., You are required to spend 5% of your Gross Sales on 
approved local advertising and promotion. On a quarterly basis you must provide us with 
itemization and proof of advertising and an accounting of the monies that you have spent for 
approved local advertising,, If you fail to make the required expenditure^ y/e have the right to 
collect and contribute thebeficiency to the Adyertisirig Fund (defined below). You must use only 
such marketing and adyertising materials as we furnish, approve or make available, and the 
materials must be used only in ,a manner that we prescribe, You must submit your proposed 
adyeftising or marketing materials to us prior to their use. We will approve or reject the^materials 
within 10 days ofreceipt. Furthermore, any promotional activities you conduct in,the Store or on 
its premises.areisubject toour approval. We vyillnot unreasonably withhold approval ofany sales 
promotion materials and activities- provided that they are current, in good condition, in good taste, 
accurately depict the Trademarks and used in a manner that we haye prescribed. For each 
advertisement or promotion you publish or Conduct, it is your sole responsibility to comply with 
local, state and federal laws regarding the sale of liquor or the operation of a winery.

B. Advertising Fund. We reserve the right to establish and operate an Advertising 
Fund on 60 days’ written notice tO'you and require you to pay an Advertising,Fee as set forth in 
subparagraph 9.C. All Advertising Fees will be placed in an Adyertisirig Fund that we own and 
manage. The Advertising Fund is not a frust or escrow account, and we have no fiduciary 
obligation to fiunchisees with respect to the Advertising Fund. We have the right to deterinirie the 
expenditures ofthe amounts collected'and the methods of marketing, advertisings media employed 
and cdnterlts, terms and conditions of marketing and advertising campaigns and prornotipnal 
programs. Because>of the methods used, we are not required to spend a prorated amdurit on each 
store or in each advertising market. We have the right to make disbursemerits from the Advertising 
Fund for expenses incurred in connection with the cost of formulating, developing and 
implementing marketing, adyertising and promotional campaigns. The disbursements may 
include payments to us for the expense of administering the Advertising Fund, including 
accounting expenses and salaries arid benefits paid to our employees engaged in the adyertisirig 
fimctiOns, If requested, w.e will provide you an aimual unaudited statement of the firiancia:! 
condition of the Advertising Fund. If you hayeu private branded franchise, this Section 8.B shall 
not apply to you.

C. Grand Opening PrOmotiori. You must conduct certain advertising arid pubhC 
relations activities iri connection with the opening, of your Store, as we specify in writing; We 
requireryou tO spend at least $5,000 on approved grand opening materials and activities.

FEES. REPORTING AND AUDIT RIGHTS

9. You must pay the fees described below arid Comply with the following provisions:

A. Initial Franchise Fee.

Fi^chise Agrcemenl

(i) You must pay to us or our designee a nOnfefundable Initial Franchise 
Fee of $^ Ten Thousand (SlQjOOO,). of which you will pay when you sign 
the Franchise AppHcatiori and Deposit Agreement. The remaining $of



the Initial Franchise Fee is due and paj^ble in foil oh the date you sign this Agreement, 
is eaitied oh receipt and is in consideration for our expenses incurred and services 
rendered in granting; you franchise rights. We waive the Initial Franchise Fee if you are 
a private branded franchisee converting to our Full Franchise programj

(ii), Initial Franchise F ee - Additional: Locations. Should we approve your 
applicatibri to purchase an additional Waters Edge franchise, the parties slmjl, for ^h 
additional franchise so purchased, enter into oiir then current form of Franchise 
Agreement, except that the amount of the initial franchise fee shall be as follows:

1. For the second Waters Edge franchise purchased by you or 
your affiliate (i.e. another entity you or yOiir owners control); the Initial 
Franchise Fee shall be our then current initial franchise fee charged to 
franchisees (without any reduction);

2. For the third Waters Edge franchise purchased by youjor your 
affiliate (i.e. another entity you or your owners control), the:Initial FranchiseFee 
shall he fifty percent (50%) of our then current Initial Franchise Fee charged to 
franchisees;

3. For the.fourth Waters Edge fra:nchise purchased by you or your 
affiliate (i.e. another entity you or your owners control) and each subsequent 
finnchise thereafter, the Initial Franchisee. Fee shall be twenty five (25%) of bur 
then current Initial Franchise Fee charged to franchisees.

Nothing herein obligates us to grant you an additional franchise and you do not 
obtain rights pursuant to this Agreeinent to purchase or bp^te.more than one finnchise 
location.

B. Royalty Fee. In addition to the Initia l Franchise Fee^ durmg the foil term of this 
Agreement and in considorariOn of the fights granted to you, you must pay to ik or our desiighee 
a monthly Royalty Fee in an amount equal, to 5% of Gross Sales.,

G. AdvCTtising Fee: If you have a Full Franchise Location,, we can require you to 
pay to usbr our designee an Advertising Fee Of up to2% Of your Gross Sales upon 60;days written 
notice to you, as further described in Paragraph 8.B of this Agreement. If we estabHsh the 
AdvertisingEund your local advertising requirement \vill decrease in a Corresponding percentage; 
For instance, if we require you to pay an Advertising Fee of 2%i, your local advertising 
requirement will be decreased frbm 5% to 3%.

D. Added Services Fee. Ypumust pay us.or our designee a monthly Added Service 
Fee of up to 5% Of your Gross Sales. The Added Services Fee will be used, to pro^^de one or 
more of the following additional services we elect to provide you as more folly described in the 
Operations Manuak: limited accounting support and assistance, limited financial consulting 
guidance, intTanet/extranet access/website hosting, internet email accbimtSi website development 
assistance for your Store which will be accessible through our main website,, and email and 
Internet marketing and advertising services using information you provide to us and we approve.

E. Technology Fee: Ybu must pay us or Our designee our then-current monthly 
Technology Fee. The,monthly technology fee amount you pay may vary based On youT winediib
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sales volume. You will be'required to pay the then-current set up and installatibn costs for each 
POS system, along with the then-ciurent charge for the SSL certificate.

F. , Default Fee. We have the tight to assess a fee of up to $2,5Q0 per'viblaitiOn of
any temii obligation or requirement of the Operations Maaiuals or this Agreement. Our 
assessment of this fee shall not constitute a waiver by usof our right to seek damages apd/or other 
relief against you arising ffom the violation, including our right to terminate this Agreement 
pursuant,to Section 13.

G. Gbmputations and Remittances: Except for the Iflitial Franchise Fee, you must 
computeiall amounts due and owing at the end of each rnonth’s operation and remittance for the 
amounts must be made to us on or before the 1S* day of the following mpnth, accompanied! by 
the reports required by subparagraph 9 J of this AgreemenL You must certify the computation of 
the amounts in the manner and form we specify, and you must supply to us any supporting or 
supplementary matmals. as we reasonably require to verity the accuracy of remittances. You 
waive any and all existing and foture claims arid offsets against any amounts due under this 
Agreement, which amounts youmust pay'when due., We have the right to apply or cause to be 
applied against ampunts due toius any amounts that we may hold from time to timeon your behalf 
or that we owe to you. Eurtherv if you are delinquent in the payment of any amounts owed, to us, 
we have the right to require you to pri^ay estimated Royalties.

H. Electronic Transfer. We have the right to require all Royalty Fees,, Adyertisiiig 
Fees,, Added Sa-yices Fees, amounts due for purchases from us and other amounts due to usito be 
paid through an Electronic Depository Transfer Account:, At our request, you must open and 
maintain an Electronic Depository Transfer Account, and provide us with continuous access to 
such accoimt for the purpose of receiving any paymentsidue to tis. Every month, you will deposit 
to the account sufficient sums to covo: amounts owed to iis prior to the date such amounts are 
due. You must sign any documents we: or your bank requires to establish and implement the 
Electronic Depository Transfer Account. Once established, you must not close the Electronic 
Depository Transfer Account without our written consent.

I. Interest Charges: Late.Fees*. Any and all amounts that you owe to us will bear 
interest at the rate of 1 S% per annum or the maximum contract rate of mterest permitted by 
goyerning laws whichever is less, from and after the date of accrual. In addition to interest 
charges on late Royalties and Advertising Fee paymeiitSs you must pay to us a, service charge of 
$50 for each delinquent report or payment that you owe to us under this Agreement. A payment 
is delinquent for any of the following reasons; (i) we (or our designee) do not receive the 
payment on or before the date due- or (ii) there are insufficient funds in your bank account to 
collect the payment by a transfer of funds on or after the-date duC. The service charge is not 
interest- or a penalty, it is only to compensate us for increased administrative and management 
costs due to late payment. We also may levy fines against you for your failure to comply with 
yoUr obligations under this Agreement, as further explained in the Operations Manuals.

J. Financial Planning and Management. You must record daily all sales using our 
designated software. You must keep books and records and submit-reports as we periodically 
require; including but not limited to a monthly profit plan, monthly balance; sheet and monthly 
statement of profit and loss, records of prices and special sales,check registers, purchase reCords; 
invoices, sales Summaries and inventories, sales tax records and returns; payroll records, cash 
disbursement journals and general ledger; all of which accurately reflect the, opri'afions and 
condition of your’Store operations. You must provide us or our derignee passwords and access 
to your online accounting records and other accoimting programs. You acknowledge and agree 
that we and our designee will,have foU and eomplete access to information and data entered and
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produced by the accounting programs without need to obtain prior notice Of approval from you; 
however, you may restrict our abiliri' to change accounting information and limit us to “view 
only” in the software setup. You must compile, keep and submit to us, the books, records and 
reports to us as we periodically may prescribe. The records that you are required to keep for your 
Store; must include detailed daily sales, cost of sales, and other relevant records or information 
maintained in an electronic media format and methodology we approve. You also miist preserve 
and retain the books, records and reports for not less ^n 36 months: You must ^low us 
electronic and manual access to any and all recordsfrelating to your Store.

K. Reports and-Audit. Within 5 days afro- thCiCnd of each month, you must submit 
to us a report with respect to the preceding calendar month in the form and content as we 
periodically prescribe. The rqjort must include, but not be limited to, the following information 
for the preceding; month: (i) amount of Gross'Sales, amount of sales and excise tax and the 
computation of the Royalties; and (ii) quantities of products purchased and the sources from 
which each were obtained. Upon our request and within 30 days after notice, you must submit 
copies of your most recent sales tax return, monthly sales summary'and monthly balance sheet 
and statement of profit and loss, including, a summary of your costs for utilities, labor, rent and 
other material cost items. Also, if requested by us to verify your Gross Sales, you must submit, 
within 30 days ofrequest, all such books and records as we may requireSundCT pur audit policies 
published from time to time; You also must, at your expense, submit to us within 60 days after 
the ;end of each fiscal year a detailed balance sheet, profit and loss statement and statement of 
cash flows for such fiscal year^ prepared on an accrual basis including,aU adjustmmfs necessary 
for fair presentation of the financial statements. We may require that the annual financial 
statements be reviewed by a catified public accountant. You must certify all reports to be true 
and correct. You acknowledge and agree that we have the right to imppse these requirements 
on you regardless of whether we imppse the same requirement on other franchisees.

We or our authorized representative have the right at aU'times dxiring the business.day to 
entCT the premises where yoxir books and records relative to the Store are kept and to evaluate, 
copy and‘audit such books and records. We also have theright to request information from yPur 
suppliers and vendors. In thesevent that-any such eYaluation pr .audit reveals any understatement 
of your Gross Sales or Royalties or a variance of 2% or more from data repprted to us in respect 
to any other item that is material to the, computation of fees or to the analysis Pf the operation, 
you must pay for the audit, and in addition to any other ri^ts wemay have, we havcthe right to 
conduct further periPdiC audits and evaluations- of your books and recordsfas We reaspnably deem 
necessary for up to 2 years thereafter and any further audits and evaluations will be at your sole 
expense, including, without limitation, professibnal feesi travel, and room and board ^pensCs 
directly related thereto. Furthermore, if you intentionally understate pnurtderfeport Gross Sales 
or Roya lties at any time, or if a subsequent audit or evaluation conducted within the 2-year period 
reveals any understatement of ypur Gross Sales or Royalties; or a variance of 2% or more from 
data reported,to us in respect to any otha: item that is matadal to the cpmputatiPn of fees pr tp.the 
analysis of the operation, in additipn to any other remedies pro vided for in this Agreement, at law 
or in equity, we haye the right to terminate this Agreement immediately. To verify the 
information that you suppfy we have the right to reconstruct yom sales through any reasonable 
method of analyzing and reconstructing sales. Ypu agree to accept any such reconstruction of 
sales unless you provide evidence in a form satisfactory to us of your sales within a period of 14 
days from the date Of notice of understatement or variance.

We will keep ypur financial books, records and reports confidential, unless the 
information is requested’by tax authorities; or used as part of a legal proceeding or in a manner as 
set forth in subparagraph 11.D.8 or where your information is grouped with sunilar information
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fromother stores to produce shared r^ults like tigh-low ranges or average^grpssssales dr expenses: 
on a systeiri-wide or regidnal basis.,

YOUR OTHER OBLIGATIONS: NONCOMPETE COVENANTS

10. You agree to comply wth,the folldyang terms and conditions;

A Payment of Debts. You agree to pay promptly when due: (i) all payments, 
obligationsi assessmentsand toes.due and paiyable to uS, our affiliates,and/or vendors, suppliers, 
lessors,, federal state or local governments, or creditors in connectioii with your,business; (ii), all 
liens and encumbrances of evCTy kind and clwacter created or-placed upon or against any of the 
property used in cOnnectiGn with the Store or business; and (iii) all accounts and other 
irtdebtexiness of every kind mcurredby you in the conduct of the Store or business. In the'event 
you default in making any such payrnent, we are authcrized, but not required, to pay the sarne on 
your behalf and you agree promptly to reirtiburse us on demand for any such payment;

B. Indemnifica:tion. You waive all claims; against us for damages to prcperty or 
injuries topersonS-arising out of the operation of your Store. Ybuagree to fully prot^t, indemnify 
arid hold uscandl each of our owners, directors, pfifiCers, successors and,assigns harmless from 
and against any arid all claitris, deriiarids, damages actSj omissions and liabilities of any nature 
whatSOevCT arising in any matmer, directly or indirec tly , out of or iri coririectioh with or incidental 
to the operation of your Store (regardless of cause; or any concurrent or contributing fault or 
negligericeiof uS) inCludirigj but not limited to, any liability arising from labor or employment la w 
vidlations or from claimsagainst us by your ernployees or'any breach by you or your failure to 
comply with the tanis and conditioris of this Agreement. We also-reserve the ri^t to Select our 
Prim legal cpurisel to represent our interests, and ypu must reimburse us, fpr our costs and 
attorneys’ fees immediately upon pur request as they are incurred.

C. Insurance. You must purchase and maintain iri full force and effect, at your 
expense and from a company we accept, irisuranCe that insures you,, us and any other perSpris 
we designate: by name. The insurance policies mustrinclude, at a minimum: (i) Special/Causes 
of loss coverage forms (sometimes called “All Risk coverage’’) oil the Store and all fixtures, 
equipment, supplies ari^ other property used iri the operation of the Store, for full repair and 
rgjlaceraerit value of the machinery, equipment and improvements, includirig full coverage 
for loss Of income resulting;,from damage, tp the Store wiRiout ariy co-insurance clause, except 
that an appropriate deductible Clause is permitted; (ii) business'mterruption msurarice Coveririg 
a nuriimum 6 months loss of income, including coverage.fpr Our RGyalties with us named as a 
loSs payee with respect to those fees; (iii);compreheriSiVe general liability insurance, iricluding 
product liability insurance,, with minimum lirnits of $ 1 ,G00;000 per occurrence and $2,O0OipGO 
aggregate; (iv) liquOr liability coverage with mmimum limits pf $:1 ,G0GjGG0, per occiurence; 
(y): automobile liability insurance, including owried, hired and non-owned vehicle coverage 
with a minimuiTi combined single limit Of $1,GGG,GGG per claim; (vi) workers’ Compensation 
and employer’s liability insurance covering all of your employees (vii), umbrella liability 
insurance which also: includes liquor liability, employers liability and automobile habilify, 
with minimurn Imiits of $2,0GG;G00 per occurrence; (viii) Waters Edge WirieriCSj IriC; as 
riamed additional insureds on all liability policies,re^Uired by this subparagraph; (ix) any other 
such insurance coverages or amounts as required by law or other agreement related fp the 
Store.

The required irisurarice coverage must commence; as of the; date the building lease has 
been signed for your Authorized Location. You must deliver to us at commencement and 
thereafter annually or at our request a proper Certificate, evidencing the existence of such
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insurance coverage and your compliance with the provisions of this subparagraph, The 
insurance certificate must show our status as an additional insured (as noted in (Viiii) above) 
.and provide that we will be given 30 days’ prior written notice of material change in or 
terminatibn or cancellation of the policy; We also may request copies of all policies. We may 
modify the required minimum limits from time; to time and by written notice to you, as 
conditions require, to reflect changes in relevant circumstances, industry staridards; 
experiences in the WATERS Edcje WinerV & BISTRO system, standards Of liability and higher 
damage a wards. If you do not procure and maintain the insurance coverage required by this 
Agreement, we have the right, but not the obligation, to procure insurance coyCTage and to 
charge same to you, together with a reasonable fee for the expenses we incur in doing so, 
payable by you immediately upon notice,

D., Noncompete Covenants. You agree that you will receive valuable training 
and Gonfidential Information that you otherwise would not receive or have access to but for 
the rights licensed to you under this. Agreement. You therefore agree to the following non­
competition covenants:

1; Unless otherwise specified, the term “you” as used in this 
subparagraph lO.D includes, collectively and individually,, all Principal Owners, 
General Manager, guarantors, ofBcers, directors, inembersi partners, as the case may 
be, and holders of any ownership interest in you. You must obtain from individuals 
identified in the preceding sentence a signed non-compete agreernent in a form, 
satisfactory to us that contains the non-compete prpvisiQns of this Subparagraph lO.D.

2. You covenant that during the term of this Agreement you will hot, 
either directly or indirectly, for yourself, or through, on behalf of, or in conjunction 
with any person or entity, own, manage, operate^ maintain, engage in, consult with or 
have any intCTest in any wine business (manufacture, wholesale or'retail) other than 
one authorized by this Agreement, or any other agreernent between us and you.

3. You covenant that you will not, for a period of 2 years after the 
expiration or termination of this Agreement, regardless of the cause'of termination, or 
within 2, years of foe sale of foe Store or any interest in you, either directly Of 
indirectly, for yourself, of through, on behalf of, or in cpnjuhctiPri with any person or 
entity, own, manage, operate, maintain, engage in, consult with or have any interest 
in,any wine business (manufacture, wholesale or retail) or in a store that sells: wine or 
pther beverage products foe same as or similar to foe. type sold in WATERS Edge 
Winery & Bistro stores: (i) in foe former Designated Area; (ii) within a '25;^mile 
radius of the former Designated, Area; or (iii) within a 25-mile radius of the location 
of any pther business or store using the WATERS EDGE WINERY & BISTRO System, 
whether franchised, affiliated or owned by Us.

4. You agree that the length of time in subpart (3) will betolled for any 
period during which you are in breach of foe covenants or any other period during 
which we seek to eriforce this Agreement. The parties a^ee that each of the foregoing 
covenants will be construed as independent of any other covenant or provision of this 
Agreement.

TRANSFER QF FRANGHTSE

11. You agree that the follPwing provisions govern any Uansfer or proposed transfer:

Franchise. Agreerricnt



A. Transfers. We have entered into this Agreement with specific reliance upon 
your financial qualifications, pcpmence, skills* and managerial qualifications as bemg essential 
to the satisfactbiy operation of the Store; Consequently, neither yOUr interest in this Agreement 
nor in the Store may be transferred ot assigned to of assumed by any other person or entity’(the 
“assi^ee”), in vybdle or in part, unless you have first tendered to us the ri^t of first refusal to 
acquire this Agreement in accordance with subparagraph 1,1 .F, and if we. do not exercise, such 
right, unless our prior Wriiten consent is obtained, the transfer fee provided for in 
subp^agraph ll ;C is paid, and the transfer conditions described! in subparagraph ll .D are 
satisfied. Anyisale (including instaltoenf sale), lease, pledge, management agreement, contract 
for deed, option agreehient, assignmenq bequest, gift or otherwise, or any arrangement pursuant 
to which you turn overall or part of; the daily Operation of the business tb.a person or entity who 
shares in the losses or profits of the business in a maimer other than as an ernplpyee will be 
consid^ed a transfer for purposes of this Agreement. Specifically, but without limiting the 
generality of the foregoing, the fellowing events constitute a transfer and youmust comply ’with 
the right of first refusal, consent, transfer fee^ and , other transfer conditions m this'Fara^ph 11:

1. Any change m the percentage of the fi^anchisee entity owned, 
directly Or indireetlyi by any Principal Ownerfincluding any additiOn.or deletion 
of any person or entity who qualifies as a.PrinCipal Ovaief) which results in the 
Principal Owner owning less than,51%;

2., Any change in the general partner of a fianchisee that is a 
general, limited or othCT'partnership entity; or

3. For purposes Of this subparagraph 11. A, a pledge or seizure of 
any ownership interesls m you or in any Principal Owner that affects the 
ownership Of 2S% or more of you or Principal Owner, which we have not 
approved in advance in writing;

In the event of your insolvency or the fifingiof any petition by or against you unda- any 
prOyisions of any banteuptcy or insolvency law, if your legal representative^ successor, receiver 
or itrustee desires to succeed to<your interest in this Ag-eement or the Store: or business conducted 
hereunder, such person first must motify us, tender the right of first refusal provided for in 
Subparagraph 1 l.F, and if we dO not exercise,such ri^t, mustapply for and obtain our consent to 
the transfer, pay the transfer fee provided for in subparagraph 11.C, and satisfy the transfer 
conditions described in Subparagraph ll.D. In addition, you Or the assignee must pay the 
attorneys’ fees and costs that we incur in any bankruptcy Or insolvency proceeding pertaining to 
you.

You may not place in, on or iupon the location of the Store;, or in any commumcatiOn 
media or any fcm of advertisings any information relating fo die sale Of the StOre or the rights 
under this. Agreement,, without our prior’written Consent.

B. consent to Transfer. We will not unreasonably withhold our consent to transfer, 
provided we determine that all of fee conditions described m this Paragraph 11 have been 
satisfied. Application for Our consent to a transfer and tender of (he fight, of first;refusal provided 
for in Subparagraph 11.F must be; made; by submission of our form of application for consent to 
transfer, which must be aCcompartifed by the documents (including, a copy Of the proposed 
purchase or other transfer agreement) or other reqnired information. The application must 
indicate whether you or a Principal Ovmer proposes to retain a security interest in the property to 
be transferred. No security interest rnay bnretained or created,-however, vvithoutour priOr written 
consent and except upon conditions acceptable to us., Any agreement .tised in connection with a
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transfe shall be subject to our prior written approval, which approval will not be wthheld 
unreasonably; You immediately must notify us of any propos^ transfer and must submit 
promptly to us the application for consent to transfev Any atternpted transfer by you without our 
pnor Written coiisenit or otherwise not in compliance with the terms of this Agr^ment will be 
void and will provide us with the right to elect eite to terminate this Agreement or to collect 
from you and the guarantors a transfer fee equal to two, times the‘ transfer fee provided for in 
subparagraph 11 .C.

C. Transfer Fee. You must pay to us a $12,000 transfe fee at die time you submit 
an application for consent to transfer.,

You must pay from the purchase price any broker, agent or other intermediary used in 
connection with the sale of the franchise and Store to the assignee;

D; Conditions of Transfer. We may conditiGn our consent to any proposed transfer,
whether to,an individual, a corporation, a partnership or any other entity, on the following:

1. Assignee! ReQuifemenis. The assignee must meet all of our then- 
current requirements for new franchisees entering our franchise program we are 
offering at the time of the proposed transfer.

2. Payment of Amounts Owed. All amounts owed by you to us, your 
suppliers or any landlord for the Store premises and Authwized Location, or upon which 
we have any contingrait hability must be paid in frill.

3. Reports. You must have provided all required reports to us in 
accordance with subparagraphs 9:H. and I.

4. Modernization, 
subparagraph 5.E.

You must have complied with the provisions of

5. Guarantee. In the case of an installment sale for which we have 
consented to you or any Principal Owner retaining a security inteest Or other financial 
interest in this Agreement or the Store or business operated th^eundfer, yOu or such 
Principal Owner, and the guarantors, ate obligated to guarantee the performance under 
this Agreement until the ^al close of the installment sale or the termination of such 
interest; asithe case.may be;

6. General Release. You, each Principal Owner and each guarantor must 
signa generalrelease of all clauns arising out of or relating to this Agreement, your Store 
or the parties’ business relationship, in the form we designate, releasing us.

7. Training., Tbe assighee must, at your or assignee’s expense, attend and 
satisfactorily coniplete Our training program and otherwise comply with the tfaihing 
requirements of subparagraph 7.B.

Franchise Agreement

8. Financial Reports and Data. We have the right to require you to 
prepare and frirnish to theiassignee aiid/or usisucfrfmancial reports and other data relating 
to the Store and its operations as we deem reasonably necessary or appropriate for the 
assignee^ahdyor us to evaluate the Store and the proposed transfer. You ag-ee that we 
have the right to confer with proposed assignees and frirnish them with information 
concerning the Store and proposed transfer without being; held liable to you, except for



intentional misstatements' made to an assignee^ Any information fiimished by us to 
proposed assignees is for the solepurpose of permitting thpassignee’to evaluate the Store 
and'proposed transfer and must not be construed in any manner or form whatsoever as 
earnings claims or claiins of success or feilure.

9, Other Conditions. You must have complied with any other conditions 
that we reasonably require from time to time as part of our transfer policies, which; may 
include, but not bedimited to: (a) obtaining consent of the Store owner(s) and, landlord 
to the transfer; (b) at but pptions the proposed transferee either: (i) signs Our then 
current form of Franchise Agreement, modified .to deleteiany initial fee, and to expire 
on the expiration date of this Agreement or (ij) signs our then current form of 
Efauchise A^.sement for a frill term and pays our then current initial franchise fee; 
FtathermOre; you and the assignee must comply with any state and federal law or 
requirement regarding the transfer of your winery license.

E; Death. Disability or Incapacity. If any individual who is a Principal Owner dies 
or becomesdisabled or incapacitated and the decedent’s’or disabled or incapacitat^person’siheir 
or successor^rt^interest:wishes to Continue as a Principal Owner„such person or entity must,apply 
for our consent undo; subparagraph 1 l.B, comply with the framing requirements of 
subparagraph 7.B, pay the applicable, transfer fee under subparagraph 11 .C, and satisfy the 
transfer conditions',under subparagraph 11 .D, as,in any other case ofa propOsed transfefjiall within 
180 days of the death or event of disability or incapacity;, During any transition period to an heir 
or successor-in-interest, the Store still must be operated in accordance with fee terms and 
Conditions of this Agreement. If the assignee of the decedent or disabled or incapacitated person 
is thesspouseor child of .suchperson, no fransfer fee will be payable to us and we will not haye a 
right of first refusal as set forth in subparagraph 11.F:

F. Right of First Refusal. If you propose to transfer or assign this Agreement or 
your interest herein or in the Store or business,, in whole or in part> to any third party, including. 
Without limitation, any transfer cont^plated by subparagiaph 11.E or any transfer described in 
subparagraph 11 .A,yoUfirst muSt offer to sellfo us your interest, in the.event of a bona fide offer 
from such third party, you must obtain from the third-party offeror and dehver to us a statement 
in writing, signed by the offerpr and fry you, of the terms of the offer. In fee eV^t'die proposed 
transfer r^ultS from a change in control of the franchisee Or a Principal Owner under 
subparagraphs II.A. 1 through 11,A-3, or your insolvency or the filing of any petition hy or 
against you under any provisions of any bankruptcy or insolvency laW,y0u’ firstmust offer to;sell 
to us; your interesfin this. Agreement and the equipment,, furniture and f&tures; and any leasehold 
interest used in the operation .of your Store. Unless otherWise agreed to in writing by us and yoUj 
the purchase price for olir purchase-of assets in the event of a; frapsfer that oCcuts by a Change, in 
confrol or insolvency or bankruptcy filing will be esteblished by a ,qualified appraiser selected by 
the parties and in accordance with the price detennination formula established in subparagraph 
14.B in connection with an aSset purchase upon expiration. In addition, unless otherwise agreed 
to m writing by us and you, the fransacfiojn documents. Which we will prepare; will be those 
customary for this type of transaction and Will include representations and warranties then 
customary for this t^e of transaction. If the partiesi cannot: agree upon the selection of such an 
appraiser,, a Judge' of the United States District Court for the District in which the Authorized 
Location is located Will appoint one upon petition of either party.

You or yoiu legal representative must delivCT tO'us a statement in writing incorporating 
the appraiser’s report and all Other information we have requested. We then have 45 days ffOm 
our receipt Of fee statement setting forth the third-party offer or the appraiser’s, report and other 
requested information to accept the offer by delivering witten notice of acceptance to you. Our
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Mceptance of any right of first refusal will be onthe same price and tenns>set forth in the statement 
delivered to us; provided, however, we.have therightito substimte equiyaleht cash for any nOncash 
considCTatioh included in the offer. If we fail to accj^t the offer within the> 90-day period, you 
vrill be free for 60 days after Such period to effect tiie' disposition described in the statement 
delivered to us provided such transfer is in accordance Avith this Paragraph 11. You may effect 
no other saleor assignment of you, this Agreement dr the Store or business without first offering 
the same to us;in accordance with this subparagraph 11.F.

G. 'Pransfer by Us. We have the right to sell or assign, in whole or in. part, our 
interest in this Agreement.

DISPUTE RESOLUTION: CHOICE OF LAW: WAIVERS 

12. The following provisions apply with respect to dispute resolution; choice of law and waives:

A, Litigation. The parties agree that any dispute, suit, action or proceeding for 
damages: dr any request for injunctive, declaratory or other equitable relief (“Proceeding”) 
between you and us arising under„out of, in connection with or in relation to this Agreement, any 
lease or sublease for the StOre or the interpretation, pa-formance or breach of this Agreement, , the 
parties’ relationship, or the business must be insfitutedin the United States District Court for the 
Central District of California Or aiiy court Of the State of California located in Sati Bernardino 
County, California, and each party irrevocably submits to the jurisdictioh Of those courts and 
waives any and all objections to jurisdiction or venue that it may have.

B- Choice of Law. Subject to our rights,under federal trademark,laws, the parties 
agree that California Ihw shall govern any Proceeding brought pursuant to Section 12(A) 
except that the hon-cOmpete provisions of Section 10(D), shall be govdned by the laws of the 
Statedn which the Store is located. YOu waive, to the Aillest ,extent permitted by law, the rights 
and protections that might be provided through the laws of any state relating to franchises or 
business Opportunities, other than those of the state in which thesStore is located. If, however,, 
any provision of this Agreement would not be enforceable under the laws of California, and if 
the Store is located outside of California and such provision would be enforceable under the 
laws of the state in which the Store is located, then such, provision shall be interpreted and 
construed under the laws of that state. hJbthing in this paragraph is intended by the parties; to 
subject this Agreement to any franchise or similar law, rule or regulation of aiiy state to which 
it Would hot otherwise be subject.

C, Waivers..

1. Jury Waiver. The parties hereby waive any and all rights: to a trial by 
jury in conhection with the enforcement or interpretation by judicial process of any 
provision of this Agreement, and in connection with allegations of state Or federal 
statutory violations, fraud, misrepresentation or similar causes of action of any legal 
action, initiated for the recovery of damages for breach of this Agreement.

2. Class Action Waiver. Any Proceeding must be resolved on an 
individual basis-and not joined as part of a class action Or the claims of Other parties.

3. Punitive Damages Waiver. The parties Waiveand agree that no punitive 
Of exeinplary damages shall.be awarded undef any circumstances:
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D. Iniunctive Relief. You recognize that the Store is one of a large number of stores 
and stores identified by the Trademarks and similarly situated and selling to the public similar 
products; and the failure on the part of a single fianchisee to comply with the terms of its 
agreement could cause irreparable damage to lis and/or to some or all of our other franchisees. 
Therefore, it is mutually agreed that in the event of a breach or threatened breach of any of the 
tenns of this Agreement by you, we ydU forthwith be entitled to an injunction restraihihg such 
breach or to a decree of specific perfonnahce, without showing or proving a.ny actual damage, 
together with recovery of reasonable' attorneys’ fees and other costs incurred in obtaining said 
equitable relief, until such time as a final and binding determination is made, by the Court. 
Similarly; it is mutually agreed that in the;.event of our breach or threatened breach, of any of the 
terms of this Agreement, you will forthwth be entitled to ah injunction restraining such breach 
or to a decree of specific'performahce. Without showing or proving any actual damage, together 
With recovery of reasonable attorneys’ fees and other costs incurred in obtaining said equitable 
relief; until such time^as a final and binding determination is;made by the Court. The foregoing 
equitable remedies are in addition;to, and not in lieu of, all other remedies or rights that the parties 
might Otherwise have by wrtueof any breach of this Agreqhent by the other party.

E. Attorneys’ Fees. The prevailing party in any action or proceeding arising under, 
Out of, in connection with, or in relation to this Agreement, or to prevent a breach of this 
Agreement, or to obtain a declaration Of rights or obligations under this Agreement, Or any 
Other action or proceeding; relating to this Agreement or the relatidpship between the parties, 
any lease or sublease for the Store, Or the business, shall be reimbursed by the losing party for 
all costs and expenses incurred in connection therewith,, including.reasOnable attorneys^ fees.

DEFAULT AND TERMINATION

13, The fOllOwihg:provisions;apply with.respect tO default and termination:

A. Defaults. YOU are in default if we^ determine that you or any Principal Owner or 
guarantor has breached any of the terms of this Agreement Or any other agreement between you 
and us, which without limiting the generality of the foregoing includes makingrany false report 
to us, intentionally Undastatihg or underreporting or failure to pay when due any amounts 
required to be paid to us, conviction of you, a Principal Owner, Or a guarantor of (or pleading;no 
contest to) any misdemeanor that brings or tends tofbring any of the Trademarks .into disrepute or 
impairs or tends to impair yOur reputation or the goodwill of any of the Trademarks or the Store, 
any felohy, filing of tax or other liCns that may affect this Agreement, voluntary or involuntary 
bankruptcy by or agamst yOu or any Principal Owner or guarantor, insolvency, making ah 
assignment for the benefit of creditors or any similar voluntary or involunt^ afraiigemenit for. 
the disposition of assets for the benefit of creditors..

B. Termination by Us. We have the right to terniinafe this Agreement in 
aecordanee with the following.provisiOns;

1. Tennination After Opportunitv to Cure, Except as otherwise 
provided in this subparagraph 13.B: (i) yOu will have 30 calendar days front the date 
of our issuance Of a written notice of default to cure any default uhder this Agreement, 
Other than a failure to pay amounts due> Or submit required reports or using, 
maintaining aiid/Of carryihg iunapproved products or supphes, in which case you will 
have 10 calendar days to cure those defaults; (ii) your failure, to cureia default within 
the, 30-day or 10-day period will provide us with good cause to terminate this 
Agreement; (in) the termination will be accomplished by. mailing Or deliverihg to you 
written notice of termination that will identify the grounds for the tennination; and
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(iy) the termination will be effective immediately upon our issuance of the written 
notice of termination.

2. lihmediate Termination With No Opportunity to Cure. In the event 
any of the following defaults occurs, you will have no right or opportunity to cure the 
default and this Agreement will terminate effective immediately on our issuance of 
written notice of termination: any materia} misrepresentation or omission in your 
Franchise Applicatibn and D^osit Agreement; your voluntary abandonment of this 
Agreement or the Authorized Location; the pemianent loss or revocation of your 
wineiy license; the loss of your lease; the failure to timely cure a default under the 
lease; the loss Of your right of possession or failure to reopen or relocate under 
subparagraph 5.D; the closing of the Store by any state or local authorities for health 
or public safety reasons; any unauthorized use of the Confidential Information; you 
become insolvent; you, your Principal Owner or guarantor enter into or file for 
bankruptcy protection;: you, a Principal Owner^ Or guarantor, makes an assignment or 
enters into any similar arrangement for the benefit of creditor; conviction of you, any 
Principal Owners^ or guarantorsof (or pleading no contest to) any felony or misdemeanor 
that brings or tends to bring any of the Trademarks into disrepute or impairs or tends to 
impair yqur reputation or the goodwill of the Trademarks or the Store; intentionally 
undmtatihg or underreporting: Gross Sales; Royalties or Advertisihg Fees or any 
understatement or 2% variance on a subsequent audit within a 2 year period under 
subpara^aph 9:1; any unauthorized transfer or assignment in violation of Paragraph IT 
or any de&ult by you that is the second^ same or similar default within any 12rmonth 
consecutive period or the fourth default of any type within any 24-month cOnsecufive 
period.

3. Immediate Termination After No More than 24 Hours tosCure. In the 
event that a default imder this Agreement occurs that:materiany impairs the goodwill 
associated with any of the Trademarks, or violates any health, safety or sanitation law 
or regulation (i) you will have nO more than 24 hours after we provide written notice 
of the default to cure the default; and (ii) this Agreerrtent will temiinate effective 
immediately on our issuance of written notice Of termination.

4; Effect of Other Laws. The provisions of any valid, applicable law or 
regulation prescribing pemnssible grpundsi, cure rights or minimum periods of notice 
for termihafion of this ifranchise supersede any provision pf fhis Agreement that is less 
fa vorable to you.

C., TarminatiOn By Franchisee. Franchisee.may not terminate this Agreement prior 
to expiration ofitsTerm except with Franchisor’s prior written consent.

D.i Our Riehts \^en You are.in Default. If yOu are in default of this Agreement and
fail to cure within the prescribed time identified above, then in addition to.all pur other rights and 
remedies, we.may suspend your access to the POS and wine club software until such time as you 
cure the default(s) or make other arrangements satisfactory to us. You release us fi-om all claims 
as a result 'of any access suspension.,
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PQST4TERM OBLIGATIONS

14. Upon.the expiration or tenninationiof this Agreement:

A. Reversion of Rights: Discontinnation of Trademark Use. All of yorir ri^ts to 
the use of the Trademarks (and all other names and marks adopted in.connection with the Store) 
and all other rights and licenses granted herein and the right and license to conduct btasiness under 
die Trademark at the Authorized Location will revert to us without: further act or deed of any 
party. All of your right,, tide and interest im to and under this Agreement will become our 
propaty. On bur demand, you must assign to us or our assignee your remaining interest in any 
lease then in effect for the Store (although we will not assume any past due obhgations). You 
must immediately comply With the post-term non-cbmpete obligations under subparagraph 10.D; 
cease all use and display of the Trademarks and any other maria and names adopted in coimection 
with your Store and of any proprietary material (includmg the Operations Manuals and the 
product preparation matmals) and of all or any portion of promotional materials furnished or 
approved by us, assign all right, title and interest in the telephone liumb.ers for the Store (in 
accordance with the Assignment attached as Appendix D)„ ail domain names and websites 
connected wth the Store and cancel or assign to us or our designee, at our option, any adopted 
mmks, assumed name rights, or equivalent registintibns filed with authorities. You must pay all 
sums due to us or designees and all sums yOu owe to third parties that have been guaranteed by 
us. YoO must immediately return to us, at your expense, ill copies of the Operations Manuals 
and product preparation materials then in your possession of control dr previously disseminated 
to your employees and continue to comply with the confidentiality provisions of subparagraph 
6.G. You must promptly at your expense and subject tosubparagraph 14,B, remove of Obliterate 
all Store signage, displays or other materials in yoiir possession at the Authorized Location or 
elsewhere that bear any Of the Trademarks^ other adopted marks, or names or materials 
Confusingly similar to the Trademarks and so alter the appearance of the Store as to differentiate 
the Store unmistakably from duly licensed stores identified by the Trademarks. If, however^ you 
refuseio comply vtith the provisions of the preceding sentence»within 30 da>^, we have the right 
to enter the Authorized Location and remove aU Store'signage, displayspf Otha- materials in your 
possession at the Authorized Location Or elsewhere that bear any of the Trademarks, other 
adopted marks or names or mataial confusingly similar to the Trademarks or otha marks, arid 
you must reimburse us for our costs iricuired. Notwithstaridirig the foregoing, in the event of 
expiration or termination of this Agreement, you will remain liable for your obligations pursuant 
to this Agreement or any Otha agreement between you ^d us' that expressly or by their natore 
survive the expiration or taminmiori of this , Agreement.

B. Purchase Option. We have the right but not the obligatibn to purchase or 
designate a third party that will purchase aU Of any poftion of the assets of your Store that are 
owned by you or any of your affiliates including, without limitation, equipmerih the Computa 
System, fixtures, signage,, furnishings, supplies, leasehold improvements, winay license and 
inventory of the,Store at apfice detennined by a qualified appraiser (or qualified appraisers if orie 
party believes it is betta to have a real estate appraiser appraise the value Of the landtand building 
and a business appraiser appraise the Store’s other assets) selected with the consent of both 
parties, provided we give yOu written notice of our preliminary intent to exacise OUT purchase 
rights under this Paragraph within 30 days after the date of the expiration or tamination of this 
Agreement. You agreeto asrist in the transfer of the winay license to us or our designated third 
party. If the parties cannot agree upon the selection of an appraiseifs), one of both will be 
appointed by a Judge of the United States District COUft for the District in which the Authorized 
Location is located UpOn petition of eitha party.,
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In the event the Agreement is tmninated or expires, the price deterrriined by the 
apprhiSer(s) will be the lesser of the depreciated book value or reasonable fair market value, but 
no less than salvage valuerpf the assets based on their coritinuing.use in, as, and for the;operation 
of a Waters Edge Winery & Bistro Store and the appraiser will designate a price for each 
category of asset (e g., equipment, fixtures, etC;), but shall not include the valuesof any gpodwdll 
of the Store or business, as the goodwill of the Store and business is attributableitbithe Trademarks 
and the System.

Within 45 days aftCT our receipt of the appraisal report, we or bur designated purchaser 
will identify the assets, if any, that we intend to purchase at theprice designated for those assets 
in thesappraisal report. We or our designated purchaser and you will then proceed to Complete 
and close the purchase of the identified assets, and to pr^are and execute purchase and sale 
documents customary for the assets being purchased, in a commercially reasonable time and 
manner. We and you will each pay one-half of theappraiser’s fees and expenses. Our interest in 
the assets of the Store that are owned by you or your affiliates will constitute a . lien thereon and 
may not be impaired or terminated by the sale; or other transfer of any of those assets to a third 
party. Upon our or our designated purchaser’s exercise of the purchase option and tender of 
payment, ybu agree to sell and deliver, and cause your affiliates to selland deliver, the purchased 
.assets to us or our designated purchaser, free and clear of all encumbrances, and to execute and 
deliver, and cause your affiliates to execute: and deliver, to us or our designated purchaser a bill 
of sale therefor and such other documents as. may be! commercially reasonable and customary to 
effectuate, the sale and transfer of the,assets being purchased.

If we do not exercise our option to purchase under this subparagraph, you may sell: or 
lease the Store preinises to a third party purchaser, provided that your agreeinent with the 
purchaser includes a covenant by the purchaser, which is expressly enforceable by us as a third 
party beneficiary, pursuant to which the purchaser agrees; for a paiod of-2 years after the 
expiration or tramination of this Agreement, not to use the premises for the opmtion of a store 
business that has a product line or method of Operation similar to that employed by our company- 
owned or franchised stores. Your agreement with the purchaser also must state that the purchaser 
has no right to use the WATERS, EE)GE WINERY & BISTRO Tradeffl^ks in any manner.

C. Glaims. You and your Principal Owners and guarantors may not assert any 
claun of cause of action against us relating to this Agreernent or the Waters Edge Winery & 
Bistro Store or business , after the shorter period of the applicable statute of limitations or one 
year follpwmg the effective, date of tennination of this Agreement; provided that where the one- 
year limitation of time is prohibited or invalid by or under any applicable law, then and in that 
event no suit or action may be commenced or maintained unless commenced within the applicable 
statute of limitations;

GENERAL PROVISIONS

15. The parties agree to the following provisions:;

A. SeVCTabilitv. Should one or more clauses of this Agreement be beld void or 
Unenforceable for any reason by any court of competent jurisdiction, such clause;or clauses wUl 
be deemed to be severable and the rest of this . Agreement shall remain ip full force and effect. It 
is the intent and expectation of each of the parties that each provision of this Agreement will be 
honored; carried out .and enforced as written. Consequently, each of the parties agrees that any 
provision of this Agreement sought to be enforced in any proceeding must, at the election of the, 
party seeking.enforcemeht and nbtwithstanding the availability of an .adequate remedy at law, be 
enforced by specific performance or any other equitable remedy .
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B. Waiver/Integration. No waiver by us of any bfeaich by you, nor any delay or 
failureiby us to enforce any provision of tbis Agreernent, may be deemed to be a waiver of any 
other or subsequent brrach or be deemed an estoppel to enforce oUr rights with respect to that or 
any other or subsequenthreach. Subject to our rights to modify Appendices and/or standards and 
as otherwise provided hereini this Agreement may not he waived, altered Or rescinded, in whole 
or in part, exc^t by a writing;signedhy you,and us. This Agreement togeth* with the addenda 
and appendices hereto and the Application and Deposit Agreement constitute the sple agreement 
bertyeen the parties witli respect to its subject matter and enibodies all prior agreements and 
negotiations with respect to the Store or business. You acknowledge and agree that you have not 
received any warranty or guarantee, express or implied, as. to the potential yOlmne, profits of 
success of your Store or business. There are no rqiresentatipns or warranties of any kind, express 
of implied, except as contained herein and in the Application and Deposit Agreement. 
Notwithstanding the foregoing; nothing in this Agreement is intended to disclaim any 
representations made in the fi-anchise disclosure document.

C; Notices. Any notice, demand or conununication provided fOr herein must be in 
vrtiting and signed by the party serving the sa[me and either delivered personally or by a reputable 
overnight service pr deposited in jhe United States mail, service or postage prepaid and if such 
notice is a notice Of default or of termination,, by registered or certified maib and.addressed as 
follows:

li.; If intended for us, addressed' tp Ken Lineberger, Waters Edge 
Wineries, Inc., 8560 Vineyard AvenUe, Suite 408, Rancho Cucamonga, CA 
91730;

2. If ihfeiided for you, addressed to you at

or at the AuthOTized Location;

Any notices delivered to the party to whom it is addressed shall be deemed to have been 
given and received on the day it is so delivered , at such.address, provided that if such day is not a 
business day, then the notice shall be deemed to ha ve been,given and received on the firstbusiness 
day next following such day. Any notice mailed as aforesaid shall be deemed to have been given 
and received on the third business day following the date of its mailing. Unless eaflier 
confirmation Of dehvery is received. Any notice transniitted by facsimile or other form of 
recorded communication shall be deemed given and received on the first business day after its 
transmission. Any party may from time to time change its address set out above by notice to the 
Other parties m accordance with this section.

D. Authority. Any modification, consent, approval, authorizatipn Of waiver g-anted 
hereunder requifedtobe effective; by signature will be valid Only if in writing executed, by you 
OT, if on behalf of us, in writmg executed by Our President or one of our authorized. Vice 
Presidents.

E. References. If the franchisee is 2 or more individuals; theirndividuals are jointly 
and severally liable, and refaenees to you m this Agreement includes a}l of the mdividuals. 
Headmgs and captions contamed herem are for convemence of reference and may not be taken 
into account in construing pf interpreting this Agreement.

F. Guarantee. All Principal Owners of a franchisee that is a corporation,, 
partnership, limited liability company Or partnership or other legal entity must execute the forin
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of undertaking;aad ^arantee at the end of tlm Agreement. Any person or entity that at any tinie 
after the date of this Agreement becomes a Principal Owner pursuant to the provisions of 
Paragraph 111 or otherwise must exe^te the form of undertaking and guarantee at the md of this 
Agreement

G. Successors/i^sims. Stibject to the terms of Paragraph 11 hereof this 
Agreement is binding upon and inures to the benefit of the adinmistratora, ©cecutors, heirs, 
successors and assigns of the;parties.

H. Interpretation of Rights and Obligations. The following provisions apply to 
and'govern'the interpretation of this Agreement the parties’ rights under this Agreemerif and 
theirelatipnship between the parties:

1.. Our Rights^ Whenever this Agreement provides that we 'have a 
certain right, that right is absolute and the parties intend that durexercise of that right 
will not be subject to. any limitation or review. We have the right to operate, 
administrate; develop, and change the System in any manner that is not specifically 
precluded by the provisions of this Agreement, although this right does not modi% 
the requirements of subparagraph 5.E and other express limitations set forth in this; 
Agreement,

2. Our Reasonable Business Judgment. Whenever we,reserve discretion 
in a_ particular area or where wei agree to exercise our rights reasonably or in good 
faith, we will satisfy our- obligations whenever we exercise Reasonable Business 
Judgment in maldhg oUr decision or exercising our rights. (DuT decisions or actions 
will be deemed to be the result of Reasonable; Business Judgment, even if other 
reasonable or even arguably preferable alternatives are; available, if Our decision or 
action is intended, in whole or significant part, to promote or benefit the System 
geherally even if the decision or'action also, promotes, our financial or other individual 
interest. Examples of items that wll promoteior benefit the System: include, without 
limitation, enhancing the value of the Trademarks, improving customer service and 
satisfaction, improving product quality, improving uniformity, enhancing Qf 
encouragingiinodCThization and improving the competitive position of the System.

I. Relationship of the Parties. You and we are independenticontracfom., Neither 
party is the agent, legal representative, partner, subsidiaiy, joint venturer or employee of theother., 
NeithCT parly may obligate the other or represent any right to do so. In all public records, in 
relationships with other persons,, and on letterhead and business forms, you wiU indicate your 
independent ownership of the Store and that you are a fi-anchisee. of Waters Edge Wineries, Inc. 
You must post a sigh in a conspicuous location in the Store that will contain your ,name:and.state 
that'the Store is;independently ovyned and qpetatedimder a fi-anchise agreement with us. Neither 
this Agreement nor our course of conduct is mtended, npr may anything in this Agreement (nor 
QUr course of conduct) be construed, to state or imply thatweare theiemployo' of your employees. 
This Agreement does not refiect or Create a fiduciary relationship ora relationship of special trust 
or confidence.

J. Force Maieure. In the event of any failure of pCTfonnance Of this Agreement 
according to its terms by any party the, same will not be deerned a breach of this Agreement if it 
arose from,a causebeyond the; control of and withoutithe negligence: of said party, SUch causes 
include, but are oOf Umited to, strikes, wars, riots and acts of goyeriiment except as may be 
specifically provided for elsewhere in this Agreemriit-
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K. Adaptations and Variances. Complete and detailed juiifoimity under many 
varying conditions may not alvrays be possible, practical, dr in the best: interest of the System. 
Accordingly, weihaye the right'to, \m-y the approved productssand other standards; specifications, 
and requirements for any fiunchised store or fianchisee based upon the custdmssor circumstances 
of a particular franchise or operating agreemeht, site or location, population density,, business 
potential; tfade area population,;existing business,practice; coinpetitive circumstance or any other 
condition that we deem to be of importance to the operation of such store or store, franchisee’s 
business or the>System. We are not required to'grant to you a like or other v^iation as a-result of 
any variation from standard product lines, specifications Or requirements granted to any other 
fimichisee. You acknowledge, that you are awafe that our ofter franchisees operate under a 
numbCT Of different forms Of agreement that were entered into at different times and that, 
consequently, the obhgations and rights of the parties to other agreements, may differ materially 
in cotaini instances.frorn your rights and.obligatiOns rmder &is Agreement.

L. Notice of Potential Profit We may from time to time make available- to you 
goods, products and/or servicessfor use in your Storeion the sale Of which we may make a profit. 
Further; we may from,time to time receiive consideration fromsuppliers and/or manufacturers in 
respect to sales of goods, prOducte or slices to you, or in consideration of services rendered or 
rights licensed tO such persons. Youagreethat we are entitled to saidiprofits and/or consideration.

M. Effective Date. We will designate the “EffeetiveDate” of this Agreement in,the space provided 
on the Cover page. If no Effective:Date is designated on the cover page; the Effective Date is 
the date when we sign this Agreement. However, as described in subparagraph 5.A, you do 
not have the right to, arid may not; open and commence operation of a S tore at the Authorized 
Location until we notify you that you have satisfied all of the preropening conditions set forth 
in; this Agreement;
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IN WITNESS WHEREOF,, the, p^ies have executed this Franchise Agreement as of the dates written
below.

FRANCHISEE:; (For an Entity),

Date: _______________________ _

FRANCHISEE: (For an Individual) 

Date:_______________________

a
(Pleaise type: of print name'and type of entity)

Name:

Date:

(Ple^e type of print)

(Signature of person signing on behalf of entity) Name:_

(Please type or print name oI;persoh 
signing bn behalf of entity)

Its:
(Please type or print title of person 

sighing on behalf of entity
Witness:

(Please type or print)

Signature:,

US:

Waters.Edge Wineries,, Inc:, 

Date;________________

Signature;,

Witness;,

Signature:,

(Please type or print)

(Please type or print)

Signature:,

By::____

Its:____
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PERSONAL GUARANTEE AND AGREEMENT 
TO BE BOUND PERSONALLY BY TOE TERMS AND CONDITIONS 

OF THE FRANCHISE AGREEMENT

In consideration of the execution of the Franchise Agreement by us, and for other good and yaluabre 
consideration, the undersigned, for themselves, their heirs,, successors, and assigns, do jointly, individually and 
severally hCTeby become surety and guarantor for the payment of aU amounts and the pa-formance of the 
covenants, terms and conditipns in. the Ffanchise Agreement, to be paid,, kept and performed by the franchisee.

Further^ the.undersigned, individually and jointly, h^eby agree to be pefsohally bound by each-andieveiy 
condition and term contained in the Franchise Agreement, including but not limited to the nonTCompete 
provisions in subparagraph lOiD^ and agree that this Personal Gu^ntee vvill be construed as though the 
undersigned and each of them executed a Franchise AgreemOTt containing the identical terms and conditions of 
this Franchise Agreement.

The undersigned waives: (.1) notice of demand for payment of any indebtedness or nonperformance; of 
any obligations hereby guaranteed; (2) protest and notice of default to any party respecting the indebtedness or 
nonperformance of any obligations hereby guaranteed; and (3 ) euiy right he/she may ha ve to require that an actibn 
be brought against the franchisee or any other person as a condition of liability.

In addition, the undersigned consents and agrees that: (1) the: undersigned’s liability will not be 
contingent or conditioned upon ovir pursuit of any remedies against the franchisee or any other person; and 
(2) such liability will not be diminished, relieved or otherwise affected by franchisee’s insolvency, bankruptcy or 
reorganization, the invalidity, illegality or UnenfOrceability of all or any part of the Franchise Agreement, or the 
amendment or extension of the Franchise Agreement with or without notice to the uridefsighed.

It is further understood and agreed by the undersigned that the provisions, covenants and conditions of 
this Guarantee will inure to the benefit of our successors and assigns.

FRANCHISEE: __ _________________

PERSONAL GUARANTORS:

Individually Individually

Print Name Print Name

Address Address

City State Zip Code City State. Zip Code

Telephone Telephone
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Individually Individually

Print Name Print Name

Address Address

City State Zip Code City State Zip Code

Telephone Telephone
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OWNERSHIP AND MANAGEMENT ADDENDUM TO 
WATERS EDGE WINERY® ,& BISTRO FRANCHISE AGREEMENT

T Pmcipal Owner; You represent and warrant to us that the following person.and entity, and only 
the fdlldwihgperson or entity, will be your Principal Owner;

NAME HOME ADDRESS
PERCENTAGE 
OF INTEREST

2. General Manager. You represent and warrant to us that the following person, and only the 
following person, is your General.Manager:

NAME TITLE ADDRESS

,3. Change. You must immediately notify us in writing of any change in the infpnnation Contained
in this Addendum and, at pur request, prepare, and' signja new Addendum containing the correct information.

Effective Date. This Addendum is effective, as of this day of

Your Initials Ourlnitials
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ACKNOWLEDGMENT ADDENDUM TO 
WATERS EDGE WINERY® & BISTRO FRANCfflSE AGREEMENT

As you Igiow, you and we are entering into a Franchise Agreement for the operation of a WATERS: Edge 
WlNERY®& Bistro franchise. The purpose of this AckriOwledgmeht Addendum is to determine whether any 
statements or protnises were: made to you that we have not authorized or that may be untrue, inaccurate Or 
rriisleading, and to be certain that you understand the limitations on clairns that may be, made by you by reason 
ofthe offer and sale of the franchise and operation Of your business^ Please review each of thefollowing questions 
carefully and provide honest fespohses to each question.

Acknowledgments and Representations.*

1. Did you receive a copy Of our disclosure document (and all exhibits and attachments) at least 14 calendar
days prior to signing the Franchise Agreerheht? Check one: (_j Yes (_) No. If no, please comment:

2. Have you studied arid reviewed carefully our disclosure docurnent and Franchise Agreement, as 
applicable? Check one: (_3 Yes (_3No. If no, please comment:

3. If the franchisor made any unilateral change to the Franchise Agreemeiit, did you receive a copy of the 
complete revised agreernent at least 7 calendar days prior to the date on which the applicable agreement 
was executed? Check one; (_} No Q Yes. If no, please cominerit;

4. Did you understand all the infonnatiori coritained m both the disclosure document and Ffarichise 
Agreement? Check' one. (_) Yes (JNo. If no, please comment:.^

5. Was any oraf Written or visual claim, or representation made to you which contradicted the disclosures in 
the disclosure document?' Check .one; ONp (_)Yes. If yes, please state in detail the oral, written or- 
visual claim or representatidn;

Did any ^plOyee or other person speakingon behalf of Waters Edge Wineries, Inc. make.any oral, written 
or visual claim, statement, promise or representatiori to you that stated, suggested, predicted or projected 
sales, revenues, expenses, ^mings, income or profit levels at any WATERS EDGE WINERY & BISTRO 
location orhusiness, or the likelihood of success at your franchisedEusineSs,? Check one:
'(_) No (_) Yes. If yes, please state in detail the oral. Written, Or visual claun or representation::

7. Did any employee or other person speaking on behalf of Waters Edge: Wineries, Inc. riiake any statement 
or promise regarding the costs involved in operating a franchise that is pot coritairied in the disclosure 
document or that is. contrary to, or different from, the infonnatiori contained in the disclosure docunient. 
Check one; ( ) Yes (_)No. If y^, please coriririerit;;

8. Do you understaiid that the Franchise, Agreement grants you the right to Operate in a,specified territory or 
area, and that, according to each agreement, we and our affiliates have the right to distribute products 
through alternative methods of distribiitibn even inside your Designated Area and to i$sue fiunchises or

\\Fsl\app5\lh™Wcp\l5025,9U 497275_idoc 
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operate competing businesses for ornt locations, as we determine, (i) anywhere oufside of yoin Protected 
Territory/Designated Area using any trademarks, (ii) inside your. Protected Territory/Designated Area 
using any trademarks other than the WATERS EDGE; WINERY & BISTRO trademarks, and (iii) inside the 
Designated Area using the W ateRs Edge Winery & Bistro trademarks as a result of a merger or for 
facilities wedeem “Special Sites? Check one:; (_) Yes (_) No. If no, please comment:_

9. Do you understand that the Franchise Agreement contains the ratire agreement between you and us 
Concerning the franchise for the; Store, meaning that any prior oral Or written statements not set out in the
apphcable agreement or in this disclosure document will not be.binding? Check One: (_) Yes (_) No.
If no, please comment:

10. Do you understand that the success or failure of your Store will depend in largepart ppoh your skills and 
experience, yovir business acumen, your location, the local market for products under the WATERS EDGE 
WlNERY®& Bistro trademarks, interest rates, the economy*, irtflatibn, thesnumber of employees you hire 
and their compensation, competition and other economic andbusmess factors? Further do you understand 
that the economic artd business factors that exist at the time you Open your Store may change? Check one 
:(__) Yes (_)No. If no, please comment:

YOU UNDERSTAND THAT YO.UR ANSWERS ARE IMPORTANT TQ US AND THAT WE WILL RELY 
ON THEM* BY SIGNING THIS ADDENDUM, YOU ARE REPRESENTING THAT YOU HAVE 
CONSIDERED EACH QUESTION CAREFULLY AND RESPONDED TRUTHFULLY TO THE ABOVE 
QUESTIONS. IF MORE SPACE iS NEEDED FOR ANY ANSWER, CONTINUE ON A SEPARATE SHEET 
AND ATTACH.

NOTE; IF THE RECIPIENT IS A CORPORATION, PARTNERSHIP, LIMITED LIABILITY
Company or other entity, each of its principal owners must execute this
ACKNOWLEDGMENT.

APPROVED ON BEHALF OF 
Waters Edge Wineries^ Inc.

Signed,
Print Name:; 

Date:_____
Title:,
Date:

Signed:_

Print Name: 

Date::

*Such representations are not intended to nor shall they act as a release^ estoppel or waiver of any liability incurred 
under the Illinois Franchise Disclosure Act;

Franchise Agreement



Appendix A to the Franchise, Agreement

Trademarks

You have the right to use the following Trademarks in accordance with the terms Of the Franchise 
Agreement^

Erincipail Register of the United States Patent and Trademark Office:

Service Mark: 
Registration (No.: 
Regisfi-ation Date:

Service Mark: 
Registration No.: 
Registration Date:

Service Mark: 
Serial No.:; 
Application. Date:

Service Mark: 
Serial! No:: 
Applipatioh Date;

Waters Edge Winery
4,471,672
Janu^y 21,2014 ,

Waters Edge WlNERlES ahd design 
4,845,4i72 i 
November 3,2015

Waters edge Winery & Bistro and design
88/318,862
February: ??, 2019

LiYe Life At the EdGe 
88/3l8;883 
February 27, 2019

We;may, amend this Appendix A ftom time to time in ord* to make available additional Trademarks, or 
to delete those Trademarks that become unavailable. You agree to use onjy those Tradmarks that are then 
currently .authorized;

The Trademarks must beiusedSonly in the manner that we specify. No deviations will be permitted.

Franchise Agreernem



Appendix B to the Franchise Agreement

The Designated Area

As stated in Subparagraph 2.B of the Franchise Agreement, subject to the terms aiid conditions of the 
Franchise Agreement,-the Designated Area in which you will locate and operate the Store is defined as follows;;

The Designated Area is considered fixed as of the date of the Franchise Agreement .

YOU WE:

WATERS EDGE WMERIES, INC.,

By_
Its

By_
Its

FiwchiM Agreement



Appendix C to the Efanchise Agreement

Addendum to Lease

This Addendum to Lease (“Addendum”), dated 
.___________________ (^‘Lessor”), and _

; 200 , is entered into between 
_____________ (“Lessee”).

RECITALS

The parties have entered into a Lease Agreement, dated 
the premises locked at_________________________

200_, (the'‘Lease”) for 
_ (the “Premises”).

B.

C.

Lessee has. agreed to use theiPremises only for the operation a Waters Edge Winery® store 
at the Premises pursuant to a Franchise Agreement (the ‘Tranchise Agreernent”) with Waters 
Edge Wineries, Inc. (“Waters Edge Wineries”) under the name Waters Edge Winery® or 
other name Waters Edge Wineries designates (the “Store”).

The parties desire to amend the Lease, in accordance with the terms and conditions contained 
in this Addendum.

AGREEMENT

Lessor and Lessee agree as follows:

1. Remodeline and Decor. Lessor agrees to allow Lessee to remodel, equip, paint and decorate 
the interior of the Premises and to display such proprietary, marks and si^ on the interior and 
exterior of the Premises pursuant to the Franchise Agreement and any successor Franchise 
Agreement.

2. Assignment. Lessee, has the right to assign all of its right, title and interest in the Lease to 
Waters Edge Wineries or its successors or designee at: any time during the term of the Lease, 
including any extensions or renewals, without first obtaining Lessor’s consent. No assignment; 
will be effective; however, until Waters Edge Wineries or its successor or designee gives 
Lessor written notice of its acceptance of the assignment. If Wat^s Edge Wineries, elects to 
assume the lease under this paragraph Or unilaterally assumes the lease as provided for in 
subparagraphs 3(c) or'4(a). Lessor and Lessee agree that (i) Lessee; will remain liable for the 
re^onsibilifies and obligations, including; amounts owed to Lessor-, prior to the date of 
assignment and assumption, and (ii) Waters Edge Wineri^ will have tke rightTo sublease the 
Premises to another licensee, provided the licensee agrees to operate the Store as a Waters 
Edge Winery Store pursuant to a Franchise Agreement with Waters, Edge Wineries. Waters 
Edge Wineries will be responsible for the lease obligations incurred after the effective; date of 
theassignment.

3. Default and Notice.

(a); In the event there is a default or yiPlatibn by Lessee under the terms of the Lease, 
Lessor agrees to give L^see and Waters Edge Wineries writtenmotice of such default 
of violation Within a reasonable time after Lessor loipwS of its occurrence. Lessor 
agrees to provide Waters Edge Wineries the written notice of default as written and 
on the same day Lessor ,gives it to Lessee. Although Waters Edge Wineries is: under 
no obligation, to cure the.default. Waters Edge Wineries Will notify Lessor if it intends 
to cure the default and unilaterally assume Lessee’s interest in the lease as provided

Franchise Agreement
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in Paragraph 3(c).. Waters Edge, Wineries will have: an additional 15 days from the 
expiration of Lessee’s cure period in which to cure the default or violation.

(b) All notices to Waters Edge Winery must be sent Ey registered or certified mail, 
postage prepaid, to the following addressl

WafCTs Edge Wineries, Inc.
8560 Vineyeafd Ave;, Suite 408 
Rancho Cucamonga, CA 91730 
Attention: Ken Lineberger

Waters Edge Wineries may change its address for receiving notices by .giving Lessor written 
notice Of the new address. Lessor agrees to notify both Lessee and Waters Edge Wineries of any 
change in Lessor’s mailing address to which notices should be sent.

(c) Upon Lessee’s default and failUfe to cure a default under either the Lease or the 
Franchise Agreement, Waters Edge Wineries has the right (but not the obligation) to 
unilaterally assume Lessee’s interest in the Lease in accordance with Paragraph_2.

4. Termination or Expiration.

(a) Upon the expiration Or tennination of the Franchise Agreement, Waters Edge Wineries 
has the fight (but not the obligation) to unilaterally assume Lessee’s interest in the 
Lease in accordance with Paragraph 2.

(b) Upon the expiration or termination of the LeaS,e, if Waters Edge Wineries does not 
assume Lessee’s interest in the Lease, Lessor agrees to cooperate and allow Waters 
Edge Wineries to enter the Premises, without cost and wthout being guilty of trespass 
and without incurring any liability tO Lessori to remove all signs, awnings, and all other 
items identifying the Premises as a WATERS EDGE WINERY Store ;and to, make such 
other modifications as are .reasonably riecessary to protect the marks and system, and 
to distinguish the Premises from WATERS EDGE WINERY stores. In the event Waters 
Edge Wineries exercises its option to purchase assets of Lessee, Lessor agrees to 
permit Waters: Edge Wineries to remove all such assets being purchased by Waters 
Edge Wineries.

5. Consideration: No Liability.

(a) Lessor acknowledges that the, provisions of this Addendum are required pursuant to 
the Franchise Agreement and that Lessee may not lease the Premises without this 
Addendum.

(b) Lessor acknowledges thatXessee is not an agent or employee,of Waters Edge Wineries 
and Lessee; has no authority or power to act for, or to create any liability on behalf of, 
or to in any way bind Waters Edge Wineries or any affiliate of Waters Edge Wineries 
and that Lessor has entered into this Addendum with full understanding that it creates 
no duties, obligations or liabiliti^; of or against Waters Edge Wineries.,

(c) Kothing contained in this Addendurn .makes Waters Edge Wineries or its affiliates a 
party or guarantor to (he Lease, and does not create;any liability or Gbligatibn of Waters 
Edge Wineries.

FfMcli ise Agiwmcn t



6. Modification. No ainenciment or variation of the terms of this Addendum is valid unless made 
in writing and signed by the parties and the parties have obtained Waters Edge Wineries’ 
written consent.

7. Reaffirmation of Lease. Except as amended or rnodified in this Addendum, all of the terms, 
conditions and covenants of the Lease remain in full force and effect.

8; Miscellaneous.

(a) Waters Edge' Wineries is a third party beneficiary of this Addendum:

(b) References to the Lease and to the. Franchise Agreement include all amendments, 
addenda, extensions and renewals to the documents.

(c) References to Lessor, Lessee and Waters Edge Wineries include the successors and 
assigns of each of thefparties,,

IN WITNESS WHEREOF, the parties have.executed this Addendum as of the date written above;

LESSEE:

By: 
Title:

LESSOR:

Title:

',\FslWpstato\l56:5-9\r497n5_J.clbc> 
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Appendix D to the Franchise Agreement

Assignment of Telephone Numbers. Websites. Social Media Sites and Domain Names

Date; ____________ _

This assignment is effective as of the date of termination of the Franchise Agreement entered into

between Waters Edge Wineries, Inc. (“us”) and________ (“you”). You hereby
irrevocably assign to us or our designee the telephone number or numbers, listings issued to you, websites, 

domain names and social media pages and sites applicable to your Store with respect to each and all of your 

Waters,Edge Winery® businesses. This, assignment is for collateral puiposes only and we have no liability 

or obligation of any kind whatsoevCT arising from this assigmnent.

We hereby are authorized and empowered,upon termihation or expiration of the Franchise Agreement 
and without any further notice to you to nofify the telephone company, domain registrar ,sbeial.media operator 

as well as any other company that publishes telephone directories, to transfer the telephonernumbers, websites, 
social media sites and domain names to us or such oth* person or entity as we designate. You hereby grant 

to us an irrevocable power of attorney and appoint us as your attomey-in-fact to take any necessary actions tO 

assign the telephone numbers, websites, social media sites and domain nam^, including but not limited to, 
executing any forms that the telephone companies, social media operators or dpmam registrars may require to 

effectuate the assignment. This assignment is also for thehenefit of the telephone companies, domain registrars 

and social media site Operators and the telephone companies, domain registrars and social media operators, 

may acceptithisfassigmnent and our instructions as conclusive evidence of our rights in the telephone numbers', 
websites, social media sites and domain names, and our authority to direct the amendment, terhiinafion or 

transfer of the telephone numbers, websites, social media sites arid domain names, as if they had originally 

been issued to us. In additioni you agree to; hold the telephone companies, domain registrars and social media 

operator companies harmless from any and all claims against them arising out of any actions or instructions 

by Waters Edge Wineries regarding the telephone numbers, websites, social media sites and domain names. 
YOU:

By_
Its

AND.

WATERS EDGE WINERIES, INC.

By_
Its

By_
Its

Franchise Agreemenl
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WATERS EDGE WINERIES, INC.
SB A ADDENDUM TO FRANCHISE AGEEMENT'

THIS Addendum (“Addendum”) is made and entered into on ,20 , by and between WATERS
EDGE WINERIES, INC. (“Franchisor’^), located at 8560 Vineyard Avenue, Suite 408, Rancho Cucamonga, GA 91730, 
and' ________________ ^(“Franchisee”), located at_______________

Franchisor and Frmchisee entered into-a.Franchise Agreement on20_^ (such Agreement, together with 
any amendments, the “Franchise Agreement”). Frandiisee is applying for finMcing(s) from .a lender in which funding is 
provided with the assistance of the U.S: $mall Business; Administration (“SBA”)i, SBA requires the execution of this 
Addendum as a condition for*obtaihihg the SBA-assisted financing.

In consideraitipn of the mutual promises below and for good and valuable consideration, the; receipt and sufficiency of 
which the parties acknowledge, the partiesiagree that notwithstanding any other tenns ih.the Franchise Agreement or any 
other document Franchisor required Franchisee to. sign:,

Change of Ownership. ^Franchisee is proposing to transfer a partial interest in Franchisee and Franchisor has.an option 
to purchase Of ajright of first refusal with respect to that partial interest. Franchisor may exercise;such option,or right orily 
if the proposed transferee is not a current owner or family member of a current oVyner of Franchisee. 1f the, Franchisor’s 
consent is required for any trans^fer (full Or partial). Franchisor will not unreasonably withholdisiich conSerit In the event 
Of an approved transfer of the franchise interest or any pOrtibn thereof, the transferor will not be; liable for the actions of 
the transferee franchisee.

Forced Sale of Assets. If Franchisor has, the option to purchase the business personal assets upon defkult or termination 
of the Franchise Agreement and the parties are unable to agree on the value of fhe assets, the value will be determined by 
.ah appraiser chosen by both parties. If the Franchisee Owns the real estate where the fi^anchise location is Operatihg, 
Franchisee will riot be required to sell the realestate upon default or termiriatiOn, but Franchisee may be required to lease 
the real estate for the retriai rider of the fi^chise term (excluding additiorial renewals) for fair market value.

Covenants. If the Franchisee owns the real: estate where the finnchise location is operating,. Franchisor has not and will 
not during foe term of the Franchise Agreementrecord against the real estate any restrictions on the use .Of the property; 
including any restrictive covenants, branding covenants or enyironirierital use restrictions. If any such restrictions are 
currently recorded against the Franchisee’s:real estate, foey must be removed in order for the Franchisee to obtain SBA- 
assisted financing.

Einpiovinenfc Franchisor will not directly control (hire, fire or schedule) Franchisee’s employees. Fpr temporary 
personnel ft-artchises, the temporary employees will be employed,by foe Franchisee not foe Franchisor.

As’to foe referenced Franchise Agreemerit, this Addendum automatically terminates when SBA.no longer has any interest 
in any SBA-assisted financing provided to foe Franchisee.

Except as arnerided by this Addendum, the Franchise AgreeiriCTt femairis iri foil force and effect according to its terms.

Franchisor and Franchisee acknowledge that submission of false infOrrriatiOn tO SBA, Or the withholding of material 
information from SBA, can result in crimirta! prosecution under 18 U.S;C. 1001 and OthCT proyisioris, iricluding liability 
for treble damages ipder foe False Claims Act, 31 U.S.C. § § 3729 - 3733.

(Signature Page Follows)

' While relationships established under license, jobber, dealer and similar agreements are not generally described as 
“ franchise” rejatiortships; if such relationshipsmeet the Federal frade'C,ommission ’s.i(FTC’s) definition of a franchise 
(see 16 CFR § 436), they afe treated by SBA as franchise,relationships for franchise affiliation determinations per 13 CFR 
§ 1:21.301(0(5).



AUTHORIZED REPRESENTATIVE OF 
FRANCHISOR:

WATERS EDGE WINERIES, INC.,
A California coiporatibn

AUTHORIZED REPRESENTATIVE OF 
FRANCHISEE:

(IF FRANCHISEE IS A CORPORATION, 
LimTED LIABILITY COMPANY, OR 
PARTNERSHIP):

Name: _ 
Title: J

[Print Name pf Franchisee Entity]

Name:,
Title:

OR

(IF FRANCHISEE IS AN INDIVIDUAL):

Print Name

Sigiaiture

Print Name

Signature

Note to Parties: This Addendum only addresses: ‘^afTiIiatipn” between the Franchisor and Franchise. 
Additionally^ the applicant Franchisee and the franchise system must meet aU;SBA eligibility requirements:



EXHIBIT F

LIST OF EXISTING AND TERMIN ATED
FRANCHISES



WATERS EDGE WINERIES, INC.
FULL FRANCHISEES AS OF DECElHBER 3l, 2018

COLORADO

JeniiifCT Hulan 
Waters Edge Winery Denver 
2101 E. Arapahoe St, #101 
Denver, CO 80122 
Jgoran7@hotmail.com

OKLAHOMA

Roger Cude
Waters Edge Winery Oklahorna City 
712 N. Broadway 
Oklahoma City, OK 73102 
roger@wewokc.com 
(405): 232-9463

MichelleOean
Waters Edge Winery & Bistro Broken Arrow
116 S. Main Street
Broken Arrow, OK 74012
michelie@wewba.com
(918) 286-0086

IF YOU BUY THIS, FRANCHISE, YOUR CONTACT INFORMATION MAY BE DISCLOSED TO 
OTHER BUYERS WHEN YOU LEAVE THE FRANCHISE SYSTEM.

\\Fsl\ximWismh\eD\IS02S-9\ISISM2jloc
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WATERS EDGE WINERIES, EVC. PRIVATE BRANDED LOCATIONS 
AS OF DECEMBER 31, 2018

CALIFORNIA

State Street Winery 
4;04 E. State Street 
Redlands, CA 92373 
(909)798-4300

Rancho Capistraho Winery 
26755 Verdugo St., #100 
San Juan Capistrano, CA 92675 
(949)284-0657

OHIO

Gillig Custom Winery 
1720 Northridge Road 
Findley, OH 45840 
nikki@gilligwinery.com

TEXAS

Sable Gate Winery 
.2600 Travis Street, Suite 104 
Houston, Texas 77006 
salyia@sablegatewinefy.com 
(713:) 360-7113

Reyin & Teresa Miller
3415 North Loop 250 West, Suite 305
Midland, Texas 79707
kevin@texassunwinery.com

IF YOU BUY THIS FRANCHISE, YOUR CONTACT INFORMATION MAY BE DISCLOSED TO 
OTHER BUYERS WHEN YOU LEAVE THE FRANCHISE SYSTEM.

'rn^^!l!mMCmiS02S^9U5P3I2xloc
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WATERS EDGE WINERIES, BG. FRANCHISEES WHO WERE TERMINATED 
CANCELED OR NOT RENEWED, OR WHO OTHERWISE 

CEASED DOING BUSINESS 
IN THE YEAR ENDING DECEMBER 31,2018

NONE.

TRANSFERS AS OF DECEMBER 31,2018

NONE;

FRANCHISE AGREEMENTS SIGNED BUT OUTLET NOT OPENED 
AS OF DECEMBER 31,2018

CALIFORNIA

Michael Friesen & Stacy Palmer 
WatersEdge Winery 
El Segundpi GA 
Mfriesori95@gmail.com

Ken Bodek and Janet Canon 
Culver City, CA 
bodekkc@gmail.corri

Mark Mitzenmacher
Wa:ters Edge Winery Bistro Long Beach 
Long Beach, CA 
mark@watersedgewineries.coin 
(909) ,322-68:16

Rancho Capistrano Winery 
124 Averiida Dell Mar 
San Clemente, CA 92672 
(949) 481-6682,

NORTH CAROLINA

Lindsey Williams 
Davidson Wine Go.
Davidson. NC
lindseVnwilliams@.hQtmail com

IF YOU BUY THIS FIU^NCHISE, YOUR CONTACT INFORMATION MAY BE DISCLOSED TO 
OTHER BUYERS WHEN YOU LEAVE THE FRANCHISE SYSTEM.

LIST OF, EXISTlNGiAND TEKMINATED FRANCHISES
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WATERS EDGE WINERIES,TNG.
COMPANY OWNED LOCATIONS AS OF DECEMBER 31,2018

Waters Edge Winery Rancho Cucamonga 8916 Foothill Boulevard, Ste, K3' 
Rancho Cucamonga, CA 91730 
(909) 48,1-5050

LIST OF EXISUNO AND,TERMINATE FRANCHIStS
A\\Fsl\apps\lhsmh\CD\l 5025ms ! 5312:doc



EXHIBIT H

STATE SPECIFIC ADDENDA



ADDENDUM TO WATERS EDGE WINERIES, INC.

Disclosure document - required by the state of California

THE CALIFORNIA FRANCHISE INVESTMENT LAW REQUIRES A COPY OF ALL PROPOSED 
AGREEMENTS RELATING TO THE SALE OF THE FRANCHISE TO BE DELIVERED TOGETHER 
WITH THE DISCLOSURE DOCUMENT.

neither, waters edge wineries, INC., NOR ANY PERSON OR FRANCHISE BROKER IN 
ITEM 2 OF THE FRANCHISE DISCLOSURE DOCUMENT IS SUBJECT TO ANY CURRENTLY 
EFFECTIVE ORDER OF ANY NATIONAL SECURITIES ASSOCIATION OR NATIONAL 
SECURITIES EXCHANGE, AS DEFINED IN THE. SECURITIES EXCHANGE ACT OF 1934, 15 
U.SG.A. 78A ET SEQ., SUSPENDING OR EXPELLING THESE PERSONS FROM MEMBERSHIP IN 
THIS ASSOCIATION OR EXCHANGE.

THE franchise AGREEMENT REQUIRES THE PARTIES TO RESOLVE ALL DISPUTES 
THROUGH LITIGATION IN THE U.S. DISTRICT FOR THE! CENTRAL DISTRICT OF CALIFORNIA 
OR ANY STATE COURT IN SAN BERNARDINO, CALIFORNIA, WITH THE COSTS BEING BORNE 
BY THE LOSING PARTY.

CALIFORNIA BUSINESS AND PROFESSIONS CODE SECTIONS 20000 THROUGH 20043 PROVIDE 
RIGHTS TO THE FRANCHISEE CONCERNING TERMINATION, TRANSFER OR NON-RENEWAL 
OF A FRANCHISE. IF THE FRANCHISE AGReEMENT 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 ENFORCEABLE UNDER FEDERAL BANKRUPTCY LAW (11 U.S.C.A. 
SEC. 101 ET. SEQ.).

THE FRANCHISE AGREEMENT CONTAINS A COVENANT NOT TO COMPETE WHICH EXTENDS 
BEYOND THE TERMINATION OF THE FRANCHISE. THIS PROVISION MAY NOT BE 
ENFORCEABLE UNDER CALIFORNIA LAW.

SECTION 31125 OF THE FRANCHISE INVESTMENT LAW REQUIRES US TO GIVE TO YOU A 
disclosure document approved by the commissioner OF BUSINESS OVERSIGHT 
BEFORE WE ASK YOU TO CONSIDER A MATERIAL MODIFICATION OF YOUR FRANCHISE 
AGREEMENT.

YOU MUST SIGN A GENERAL RELEASE IF YOU RENEW OR TRANSFER YOUR FRANCHISE. 
CALIFORNIA corporations CODE SECTION 31512 VOIDS A WAIVER OF YOUR RIGHTS 
UNDER THE FRANCHISE INVESTMENT LAW (CALIFORNIA CORPORATIONS CODE SECTIONS 
31G00 THROUGH 31516).

OUR WEBSITE WWW.WATERSEDGEWINERIES.COM 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.DBOiCA.GOV.

ITEM 6 OF THE, FDD IS AMENDED IN CALIFORNIA TO DISCLOSE THAT THE HIGHEST 
INTEREST RATE ALLOWED BY LAW IN CALIFORNIA IS 10%.
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ADDENDUM TO THE WATERS EDGE WINERIES, INC. 
FRANCHISE AGREEMENT - CALIFORNIA

THIS ADDENDUM TO FRANCHISE AGREEMENT (THIS “ADDENDUM”) DATED 
____________,, IS INTENDED TO BE A PART OF, AND BY THIS REFERENCE IS

That certain franchise agreement (the “franchise
, BY 0iD BETWEEN WATERS EDGE WINERIES,

corporation, as franchisor (“FRANCHISOR”), AND 
, AS FRANCHISEE (“FRANCHISEE”). WHERE AND TO THE

INCORPORATED: INTO 
AGREEMENT”) DATED _ 
INC., A CALIFORNIA

EXTENT THAT ANY OF THE PROVISIONS OF THIS ADDENDUM ARE CONTRARY TO, IN 
CONFLICT WITH OR INCONSISTENT WITH ANY PROVISION CONTAINED IN THE FRANCHISE 
AGREEMENT, THE PROVISIONS CONTAINED IN THIS ADDENDUM SHALL CONTROL. DEFINED 
TERMS CONTAINED IN THE; FRANCHISE AGREEMENT SHALL HAVE THE IDENTICAL 
MEANINGS IN THIS ADDENDUM.

FOR THE PURPOSES OF CAL. BUS. & PROF. CODE SECTION 20022, FRANCHISOR AND 
FRANCHISEE AGREE THAT;

1. THE PARTIES WILL USE THE DECLINING-BALANCE DEPRECIATION METHOD TO 
CALCULATE THE VALUE OF FRANCHISEE’S ASSETS (INVENTORY, SUPPLIES, EQUIPMENT, 
FIXTURES,, AND FURNISHINGS) FOR THE PURPOSES OF A PURCHASE BY FRANCHISOR: 
UNDER SECTION ,20022. THE PURCHASE PRICE BY FRANCHISOR FOR THESE ASSETS WILL 
NOT include the cost of REMOVAL AND TRANSPORTATION OF THOSE ASSETS, WHICH 
WILL BE FRANCHISEE’S RESPONSIBILITY.

2. FOR PURPOSES OF SECTION 20022, FRANCHISEE IS NOT ABLE TO PROVIDE TO 
franchisor “CLEAR TITLE AND POSSESSION” TO FRANCHISEE’S ASSETS IF THOSE ASSETS 
ARE SUBJECT TO LIENS OR ENCUMBRANCES INCLUDING: (I) PURCHASE MONEY SECURITY 
INTERESTS; (II) BLANKET SECURITY INTERESTS; (III) RIGHTS OF FIRST REFUSAL; (IV) LIENS 
BY FRANCHISEE’S LANDLORD; OR (V) TAX LIENS,

3. FOR THE PURPOSES OF SECTION 20022(H), FRANCHISOR’S RIGHT OF OFFSET WILL 
INCLUDE the FOLLOWING AMOUNTS OWED BY FRANCHISEE TO FRANCHISOR OR 
FRANCHISOR’S AFFILIATES;' (I) ROYALTY FEES; (II) ADVERTISING FEES; (IIJ), ADDED 
SERVICES FEES; (IV) LIQUIDATED DAMAGES; (V) TRANSFER FEES; AND (Vl) mY OTHER 
TYPE OF FEES OR AMOUNTS OWED BY FRANCHISEE TO FRANCHISOR OR FRANCHISOR’S 
AFFILIATES..

FOR THE PURPOSES OF CAL. BUS. & PROF. CODE SECTION 20035, FRANCHISOR AND 
FRANCHISEE AGREE THAT;

1. “FAIR MARKET VALUE OF THE FRANCHISE ASSETS” MEANS THE VALUE OF 
FRANCHISEE’S ASSETS, VALUED ACCORDING TG THE DECLINING-BALANCE METHOD OF 
DEPRECIATION. THE PURCHASE PRICE BY FRANCHISOR FOR THE ASSETS WILL NOT 
INCLUDE THE COST OF REMOVAL AND TRANSPORTATION OF THOSE ASSETS, WHICH WILL 
BE FRANCHISEE’S RESPONSIBILITY,

2. “FAIR MARKET VALUE OF THE FRANCHISED BUSINESS” MEANS THE “FAIR 
MARKET VALUE OF THE FRANCHISE ASSETS” AS DEFINED ABOVE, PLUS GOODWILL. THE 
PARTIES AGREE THAT THE VALUE OF GOODWILL, IS THE AMOUNT OF ROYALTY FEES PAID 
BY FRANCHISEE TO FRANCHISOR WITHIN THE TWELVE (12) MONTH PERIOD IMMEDIATELY
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BEFORE FRANGHISOR’S TERMINATION OR FAILURE TO RENEW IF FRANCHISOR IS IN 
VIOLATION OF THE CALlFORNIA.FRANCHISE RELATIONS ACT.

FRANCHISEE.

Sigpature:;_ 
Print Name;

FRANCHISOR

WATERS EDGE WINERIES, INC.

By:________________________
Print Name:__________________
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EXHIBIT I

ELECTRONIC FUNDS TRANSFER 

AUTHORIZATION



AUTHORIZATION AGREEMENT FOR PREARRANGED PAYMENTS

(DIRECT DEBITS)

The undersigned frarichisee/depositor ('-DEPOSITOR") hereby (1) authorizes WATERS EDGE WINERIES, 
INC. and its affiliates ("FRANCHISOR") to initiate debit entries and/or credit correction entries to the 
undersigned's checking and/or savings account indicated below andl (2) authorizes the depository 
designated below ("Depository") to debit such account pursuant to FRANCHISOR'S instructions.

Depository Branch

City and State Zip Code

Bark Transit /ABA Number Accoimt Number

This authority is to remain in full force and eff^t until Depository has received joint written notificatipn 
from FRANCHISOR and DEPOSITOR of the DEPOSITOR'S termination of such authority in such time and 
in such manner as to afford Depository a reasonable opportunity to act on it. Notwidistanding the foregoing> 
Depository shall provide FRANCHISOR and DEPOSITOR with thirty (30) days prior writteri notice of the 
termination of this authority. If an erroneous debit entry is initiated to DEPOSITOR'S account, DEPOSTTOR 
shaU have the right to have the amount of such entry credited to such accoimt by Depository, if (a) within 
fifteen (15) calendar days following the date on which Depository sent to DEPOSITOR a statement of 
account or a written notice pertaining to such entry or forty-five (45) days after posting, whichever comes 
first, DEPOSITOR shall have sent to Depository a written notice identifying such entry> stating that such 
entry was in error, and requesting Depository to credit the. ainount thereof to such account. These rights are 
in addition to any rights DEPOSTTOR may have under federal and state banking laws. DEPOSITOR shaU be 
responsible for all charges assessed by Depository to process aU debit enti'ies.and/or credit corrections entries 
to the imdersigned's Checking and/or savings account initiated by FRANGHISOR FRANCHISOR* will credit 
DEPOSITOR for fees if any error is deemed to be caused by FRANCHISOR.

DEPOSITOR (Print.Name)

By:,___________________

Its:____________________

DEPOSITORY (Print N^e)

Byi_____________________

Its:_____________________

*Copy of a voided check mUst be attadied

EFT AUTHORI^TION FORM
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RECEIPTS
(YourCopy)

TfflS DISCLOSURE DOCUMENT SUMMARIZES CERTAIN PR0\aSIONS OF THE FRANCHISE AGREEMENT 
AND OTHER INFORMATION IN PLAIN LANGUAGE. READ THIS DISCLOSURE DOCUMENT AND ALL 
AGREEMENTS CAREFULLY.'

DF WE offer you A FRANCHISE, WE MUST PROVIDE THIS DISCLOSURE DOCUMENT TO YOU 14 
CALENDAR.DAYS BEFORE YOU SIGN A BINDING AGREEMENT WITH, OR MAKE A PAYMENT TO, US OR 
AN AFFILIATE IN CONNECTION WITH THE PROPOSED FRANCHISE SALE!
MICHIGAN REQUIRES T^T WE GIVE YOU THIS DISCLOSURE DOCUMENT AT THE EARLIER OF lO 
business DAYS BEFORE THE EXECUTION OF THE FRANCHISE OR OTHER AGREEMENT OR ThE 
PAYMENT OF ANY CONSIDERATION THAT RELATES TO THE FRANCHlSB RELATIONSHIP.

NEW YORK REQUIRES YOU TO RECEIYE THIS FRANCHISE DISCLOSURE.DOCUMENT AT THE EARLIER OF 
THE FIRST PERSONAL MEETING OR 10 BUSINESS DAYS BEFORE THE EXECUTION OF THE FRANCHISE OR 
OTHER AGREEMENT OR THE PAYMENT OF ANY CONSIDERATION THAT RELATES TO THE FRANCHISE 
RELATIONSHIP,

IF We DO 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, 
WASHING,TON„D;C. 2058G AND THE STATE, AGENCY REFERRED TO IN EXHIBIT A,

The namci principal business address and phone number of each Iranchisejseller Offerihg the fianchise is:

Franchiispr: Franchise SeUer: Additional SeUers (if applicable)

Waters Edge. Wineries, Inc.
8560 Vineyard Avenue, Suite408 
Rancho Cucamonga, CA 91730 
Telephone: (909) 468-9463 
info@watersedgewiheries.com

Names of Indiyidual(s) .selling on behalf of 
Franchisor: Ken Liheberger, Angela 
Lineberger, Mark Mitzenmacher 
Waters Edge Winerira, Inc:
8560 Vineyard Avenue; Suitei408 
Rancho Cucamonga, CA 91.730 
Telephone: (909)468-9463 
ihfo@watersedgewineries.com

Issuance Date: April 8, 2019.,

See Exhibit A for our registered’agents'authorizCd to receive service of process.

I received a disclosufeidocumeht dated April 8, 2019, that included the fdllpvying Exhibits: A) List of State; Agencies; B) 
Application and Deposit Agreement;, C) Table of Contents for Operations Manual and Food Operations Manual; D) 
Franchise Agreement; E) Addendum to Franchise Agreemehti(SBA Loan); F) .List of Franchisees; G) Finahcial Statements; 
H) State Sp^ific Addenda; I) Electronic Funds Transfer Authorization and J) Receipts.

Date; Signed:___

Print Name;

Address;;__

City;_____

J
Date;

Phone; (_

iSigned;___
Print Naihe;

Address:___

City; _____

. State;, 

Zip;

_______ State;

________Zip:_

KEEP THIS COPY FOR YOUR RECORDS
Phone; (_)
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RECEIPTS
(OurCopy)

Tins DISCLOSURE DOCUMENT SUMMARIZES CERTAIN PROVISIONS OF THE FRANCHISE AGREEMENT 
AND OTHER INFORMATION IN PLAIN LANGUAGE. READ THIS DISCLOSURE DOCUMENT AND ALL 
AGREEMENTS CAREFULLY.

IF WE OFFER YOU A FRANCHISE, WE MUST PROVIDE THIS DISCLOSURE DOCUMENT TO YOU 14 
calendar DAYS BEFORE YOUiSlGN A BINDING AGREEMENT WITH, OR MAKE A PAYMENT TO, US OR 
AN AFFILIATE IN CONNECTION WITH THE PROPOSED FRANCHISE S ALE.

MICHIGAN REQUIRES THAT WE GIVE YOU THIS DISCLOSURE DOCUMENT AT THE EARLIER OF 10 
BUSINESS DAYS BEFORE THE EXECUTION OF THE FRANCHISE OR OTHER AGREEMENT OR THE 
PAYMENT OF ANY CONSIDERATION THAT RELATES TO THE FRANCHISE RELATIONSHIP.

NEW YORK REQUIRES VOU TO RECEIVE THIS FRANCHISE DISCLOSURE DOCUMENT AT THE EARLIER OF 
THE FIRST PERSONAL meeting OR 10 BUSINESS DAYS BEFORETHE EXECUTION OF THE FRANCHISE OR 
OTHER AGREEMENT OR THE PAYMENT OF ANY CONSIDERATION THAT RELATES TO THE FRANCHISE 
RELATIONSHIP.

IF WE DO 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.C; 20580 AND THE STATE AGENCY REFERRED TO IN EXHIBIT A.

The name, principal business address ^d phone nuitiber of'each franchise seller offering the franchise is;:

Franchisor:! Franchise Seller: Additional Sellers (if applicable)

Waters Edge Wineri^, Iric.
8560 Vineyard Avenue, Suite 4Q8 
Rancho Cucamonga, CA 91730 
Telephone: (909) 468r9463 
info@watersedgewineries.com

Names of Individual(s) selling on behalf of 
Franchisor; Ken Linebergef, Angela 
Lineberger,;Mark Mitzenmacher 
Waters Edge Wineries, Inc,
8560 Vineyard Avenue, Suitei408 
Rancho Cucamonga, CA 91730 ' 
Telephone; (909M68-9463 
info@watersedgewineries.com

Issuance Date: April 8,,2019.

See Exhibit A for our registered agents authorized to receive service of process.

I received a disclosure document dated April 8, 2019, that included the following Exhibits; A) List of State Agencies; B) 
Application and Deposit Agreement; C) Table of Contents for Operations Manual ^d Fbpd Operations Manual; D) 
Franchise Agreement; E) Addendum to Franchise Agreement (SBA Loan); F). List of Franchisees; G) Financial Statements; 
H) State Specific Addenda; I) Electronic Funds Transfer Authorizatioh artdi J) Receipts.

Date: Signed:___
Print Name::

Address:___

City:______

J
Date:

Phone; (_
Signed;___

Print Name:

Address:^___

City::_____

. State:, 

. Zip-.

. State:.
Phone; (_)

PLEASE SIGN AND DATE THIS COPY OF THE RECEIPT AND RETURN IT TO: 
Ken Lineberger, 8560 Vineyard Avenue, Suite 408, Rancho Cucamonga, CA 91730
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