FRANCHISE DISCLOSURE DOCUMENT

Kahala Franchising, L.L.C.

an Arizona limited liability company

9311 E. Via De Ventura

Scottsdale, Arizona 85258

“a/cg_\.n’lne Telephone: (480) 362-4800
‘ Website: www.kahalamgmt.com
www.tacotimefranchise.com

Facebook: www.facebook.com/tacotime

Twitter: @TacoTime

We offer TacoTime™ unit franchises. As a franchisee, you will operate a restaurant called
TacoTime, preparing and serving specialized freshly prepared Mexican fast food and related menu items.

The total investment necessary to begin operation of a TacoTime franchise ranges from $343,650
to $787,800 for a traditional franchise unit constructed as a free-standing restaurant; from $150,650 to
$527,300 for a non-traditional franchise unit. This includes $31,000 to $61,000 for a traditional location
and $16,000 to $33,500 for a non-traditional location that could be paid to the franchisor or its affiliate.

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

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 Kahala Franchising, L.L.C.,
Attn: John Wuycheck, 9311 E. Via De Ventura, Scottsdale, Arizona 85258 and (480) 362-4800.

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

Buying a franchise is a complex investment. The information in this disclosure document can help
you make up your mind. More information on franchising, such as “A Consumer’s Guide to Buying a
Franchise,” which can help you understand how to use this disclosure document, is available from the
Federal Trade Commission. You can contact the FTC at 1-877-FTC-HELP or by writing to the FTC at 600
Pennsylvania Avenue, NW, Washington, D.C. 20580. You can also visit the FTC’'s home page at
www.ftc.gov for additional information. Call your state agency or visit your public library for other sources
of information on franchising.

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

Issuance Date: March 28, 2024.
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How to Use This Franchise Disclosure Document

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

find more information:

QUESTION

WHERE TO FIND INFORMATION

How much can | earn?

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

How much will | need to
invest?

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

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

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

Is the franchise system
stable, growing, or
shrinking?

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

Will my business be the only
TacoTime business in my
area?

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

Does the franchisor have a
troubled legal history?

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

What'’s it like to be a
TacoTime franchisee?

Item 20 or Exhibit U lists current and former franchisees.
You can contact them to ask about their experiences.

What else should | know?

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

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

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

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

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

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

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

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

Some States Require Registration

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

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

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

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

2. Spousal Liability. Your spouse must sign a document that makes your spouse
liable for all financial obligations under the franchise agreement even though your
spouse has no ownership interest in the franchise. This guarantee will place both
your and your spouse’s marital and personal assets, perhaps including your house,
at risk if your franchise fails.

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

The franchisor is Kahala Franchising, L.L.C. To simplify the language in this “Disclosure
Document,” Kahala Franchising, L.L.C. may be referred to as “Kahala Franchising,” “we,” “us,” “our”
and “Franchisor.” "You" and "your" mean the person(s), partnership, corporation, limited liability
company, or other entity that buys the TacoTime unit franchise. If “you” are a business entity, “you”
includes the shareholders, members or owners of the business to the extent each guaranties or

otherwise agrees to perform or be bound by the obligations of the business entity.

The Franchisor, Parents and Predecessors

Kahala Franchising is an Arizona limited liability company which was formed on December
29, 2008. Kahala Franchising is in the business of franchising to others the right to own and operate
quick service restaurants.

Our parent company is Kahala Brands, Inc., formerly known as Kahala Brands, Ltd. (“Kahala
Brands”). Kahala Brands was formerly known as Kahala Corp. but changed its name to Kahala
Brands in December 2014.

On July 26, 2016, Kahala Brands merged with a wholly-owned subsidiary of MTY Food Group,
Inc. (“MTY?”) having an address at 8150 Transcanada Highway, Suite 200, Saint Laurent, Québec
H4S 1MF. Kahala Brands’ parent company became MTY Franchising USA, Inc. (“MTY USA”),
originally known as The Extreme Pita Franchising USA, Inc., and having an address of 9311 E Via
De Ventura, Scottsdale, Arizona 85258. MTY USA'’s parent corporation is MTY Franchising Inc.
(“MTY Canada”), a Canada corporation and a wholly owned subsidiary of MTY, fomerly known as
MTY Tiki Ming Enterprises Inc., and having an address at 8150 Route Transcanadienne, Suite 200,
Ville Saint-Laurent, Quebec, H4S 1M5, Canada.

In addition to the concepts franchised by Kahala Franchising or its current or former US-based
affiliates, MTY or one or more of its Canadian-based subsidiaries franchises over (55) different
restaurant concepts and has over 2,500 units under the following trademarks in Canada primarily,
and other international countries: Allo Mon Coco, Baton Rouge Steakhouse & Bar, Ben & Florentine,
Big Smoke Burger, Bunsmaster, Café Depot, Casa Grecque, Country Style, Cultures, Dagwoods,
Frat's Cucina, Extreme Pita, Giorgio, Jugo Juice, Kim Chi, Koryo, Koya, Kuto Comptoir A Tartares,
La Boite Verte, La Crémiére, La Diperie (and Cakes & Shakes by La Dip), Madisons, Manchu Wok,
Toujours Mikes, mmmuffins, Mr. Souvlaki, Mr. Sub, Mucho Burrito, Muffin Plus, O’Burger, Pizza
Delight, Scores, Senseasian, South St. Burger, Sukiyaki, Sushi Go, Sushiman, Sushi Shop,
Thai Express, Thaizone, The Works, Tiki Ming, Timothy’s World Coffee, The COOP Wicked Chicken,
Tosto, Turtle Jack’s, Tutti Frutti, Valentine, Van Houtte, Vanellis, Vie & Nam, Villa Madina, Spice
Brothers, Steak Frites, Wasabi Grill & Noodle and YUZU trademarks. MTY also sub-franchises two
(2) other different restaurant concepts: TCBY and TacoTime. MTY is a publicly-traded company
headquartered in Montreal, Québec, Canada.

Effective March 1, 2018, MTY through the merger of a wholly-owned subsidiary with Imvescor
Restaurant Group Inc. (“IRG”), acquired all the outstanding shares of IRG. At closing, IRG operated
5 brands in Canada and had 261 locations in operation.

A predecessor franchisor of the TacoTime brand, Taco Time International, Inc. (“TTI"),
entered into a master franchisor agreement with Taco Time Canada, Inc. dated March 13, 1978. On
October 31, 2008, Taco Time Canada, Inc. assigned the master franchisor agreement, all of its rights
and obligations under the master franchisor agreement, and all of its Franchise Agreements to MTY
Franchising Inc. (“MTY Canada”), a Canada corporation and a wholly owned subsidiary of MTY Food
Group, Inc., formally known as MTY Tiki Ming Enterprises Inc., and having an address at 8150 Route
Transcanadienne, Suite 200, Ville Saint-Laurent, Quebec, H4S 1M5, Canada. Under this master
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franchisor agreement, MTY operates as the master franchisor of the TacoTime brand for the entire
country of Canada. As of November 30, 2023, there were 129 TacoTime franchises in operation in
Canada. As of the date of this Disclosure Document, this master franchisor agreement is still in effect.
TTIl also entered into a Western Washington Area Franchise Agreement with Accord, Inc. dated April
30, 1979, as amended May 2, 1996 (“Western Washington Agreement”). Under the Western
Washington Agreement, TTI assigned its rights to franchise TacoTime in the following counties in the
state of Washington to Accord, Inc.: Chelan, Clallam, Cowlitz, Grays Harbor, Island, Jefferson,
Pacific, Pierce, San Juan, Skagit, Snohomish, King, Kitsap, Lewis, Mason, Thurston, Wahkiakum,
Whatcom, Skamania and Grant; plus the cities of Wenatchee, East Wenatchee and Moses Lake.
Accord, Inc. is not an affiliate of Kahala Franchising or any of its affiliates. As of November 30, 2023,
there were 78 TacoTime licensed restaurants in operation in Accord, Inc.’s territory in Washington.
As of the date of this Disclosure Document, the Western Washington Agreement is still in effect. TTI
did not enter into any other master franchisor agreements.

The name and principal business address of any predecessors for the TacoTime brand during
the 10-year period immediately before the close of Kahala Franchising’s most recent fiscal year is:
Kahala Franchise Corp., 9311 E. Via De Ventura, Scottsdale, Arizona 85258. Our predecessor,
Kahala Franchise Corp., did not conduct the type of business the franchisee will operate, but its
affiliate, Kahala Holdings, L.L.C., an Arizona limited liability company (“Kahala Holdings”), did conduct
the type of business the franchisee will operate by operating corporate TacoTime restaurants since
2003, and another affiliate, Kahala Restaurants, L.L.C., an Arizona limited liability company (“Kahala
Restaurants”), has been conducting the type of business the franchise will operate by operating any
corporate TacoTime restaurants since January 2010. Kahala Franchise Corp. offered franchises
providing the type of business the franchisee will operate from 2003 until March 2010. The name
and principal business address of another predecessor for TacoTime during the 10-year period
immediately before the close of Kahala Franchising’s most recent fiscal year is: Taco Time
International, Inc., 3880 W. 11" Avenue, Eugene, Oregon 97402. Predecessor, Taco Time
International, Inc., conducted the type of business the franchisee will operate from January 1960 until
July 1971 under the name “National Taco Company,” and from July 1971 (when it changed its name)
until 2003 under the name “Taco Time International, Inc.” Predecessor, Taco Time International, Inc.,
offered traditional franchises providing the type of business the franchisee will operate from October
1961 until our affiliate’s purchase of Taco Time International, Inc.’s assets in 2003, and offered non-
traditional franchises from August 1993 until our affiliate’s purchase of Taco Time International, Inc.’s
assets in 2003. Taco Time International, Inc. had no predecessors. Taco Time International, Inc.
had offered franchises in another line of business called “The Gourmet Nutcracker’. Kahala
Franchise Corp. offered franchises under the following names, which are now being offered by Kahala

Franchising as of August 2010: Surf City Squeeze, Rollerz Rolled Sandwiches,
Frullati Cafe & Bakery, Ranch One Grilled Chicken, Samurai Sam’s Teriyaki Grill, Blimpie, the
Great Steak & Potato Company, NrGize Lifestyle Cafe, Cold Stone Creamery,

Johnnie’s New York Pizzeria, and Cereality cereal bar & cafe.

As of November 30, 2023, there were 220 franchises and subfranchises (99 franchises within
the United States and 121 international restaurants) plus 78 licensed outlets. We have been offering
TacoTime franchises from 2003 until 2004 under the name of Taco Time International, Inc., from
2004 until March 2010 under the name of Kahala Franchise Corp., and since August 2010 under the
name of Kahala Franchising. Kahala Franchising does not operate businesses of the type being
franchised, but rather, Kahala Holdings and Kahala Restaurants, affiliates of Kahala Franchising,
operate many of our corporate-owned restaurants, including businesses of the type being franchised.
Any corporate-owned TacoTime restaurants may compete with franchised restaurants in its vicinity.
In addition, the licensed restaurants may compete with franchised restaurants in their vicinity.

Other Franchises Offered by Kahala Franchising or its affiliate
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KAHALA FRANCHISING IS ONLY OFFERING A TACOTIME UNIT FRANCHISE UNDER

THIS DISCLOSURE DOCUMENT.

EACH OF THE FRANCHISES DETAILED BELOW ARE

OFFERED BY KAHALA FRANCHISING OR A U.S. AFFILIATE UNDER SEPARATE DISCLOSURE
DOCUMENTS FOR EACH BRAND.

The following summarizes these other quick service restaurant brands as of November 30,
2023, including the type of restaurant business, number of franchised units in operation as of
November 30, 2023, and the date MTY USA, Kahala Franchising or other affiliates and its current or

former affiliates offered franchises in those brands:

Type of Restaurant

Number of Units as of

Dates unit franchises

Brand Name . began being offered b
Business November 30, 2023 9 g otte y
us or our affiliate
106 franchised units .
Restaurants (104 in the United From 2006 unti 2910
. . by Kahala Franchise
N serving submarine States and 2 .
Blimpie Corp. and since

sandwiches and
salads

internationally) (plus 4
company-owned units
in the United States)

August 2010 under
Kahala Franchising

Chicken Strips and Dips

Ghost kitchen
concept serving
primarily chicken
tenders.

6 franchised unit

March 2022, Kahala
Franchising.

Cold Stone Creamery

Restaurants
serving super-
premium freshly
made ice cream,
cakes, pies,
smoothies, shakes,
and other frozen
dessert products

1,348 franchised units
(952 in the United
States and 396
internationally)(plus 1
company-owned units).

100 Cold Stone
Creamery franchises
also sell Rocky
Mountain Chocolate
Factory® products and
1 Cold Stone Creamery
franchise also sells Tim
Hortons® products.

Additionally, 15
licensed units.

From May 2007 until
March 2008 by Cold
Stone Creamery, Inc.,
from March 2008 until
March 2010 by Kahala
Franchise Corp., and
since August 2010
under Kahala
Franchising

Frullati Cafe & Bakery

Restaurants
serving
sandwiches,
salads, smoothies
and baked goods

10 franchised units

From 1999 until 2004
by Frullati Franchise
Systems, Inc., from
2004 until March 2010
by Kahala Franchise
Corp., and since
August 2010 under
Kahala Franchising
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Type of Restaurant

Number of Units as of

Dates unit franchises

Brand Name Business November 30, 2023 began being off_gred by
us or our affiliate
Restaurants
serving From 2004 until March
Philadelphia 34 franchised units (25 | 2010 by Kahala
Great Steak cheesesteak in the United States Franchise Corp. and
sandwiches, and 9 internationally) | since August 2010
chicken under Kahala
sandwiches and Franchising

French fries

Restaurants From 2006 until March

serving New York 2010 by Kahala
Johnnie's New York Pizzeria style pizza, 2 franchised units F_ranchlse Corp. and

calzones, salads, since August 2010

and related ltalian under Kahala

cuisine menu items Franchising

Kahala Coffee Traders

Restaurants
serving coffee and
espresso, tea,
baked goods,
parfaits,
sandwiches and
merchandise

5 franchised units.

And 1 licensed unit.

November 2011 under
Kahala Franchising

Maui Wowi

Store fronts or
portable units
serving fruit
smoothies,
Hawaiian coffee
and espresso

97 franchised units (89
in the United States
and 8 internationally)

Since November 2015
under Kahala
Franchising

Cafes serving
smoothies, fruit

From 2006 until March
2010 by Kahala
Franchise Corp. and

NrGize Lifestyle Cafe drinks and 57 franchised units .
o since August 2010
nutritional
under Kahala
supplements Franchising

Pinkberry

Restaurants
serving frozen
yogurt, yogurt
drinks, smoothies

63 franchised units.

And 30 licensed units.

From July 2008 until
April 2016 under

Pinkberry Ventures,
Inc. and since June

Planet Smoothie

and frozen 2016 under Kahala
desserts Franchising

163 franchised units
Restaurants (158 in the United

serving smoothies,
smoothie bowls,
juices and
nutritional
supplements

States and 5
internationally)

Additionally, as of fiscal
year end there were 2
Tasti D-Lite outlets.

Since June 2016 under
Kahala Franchising
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Type of Restaurant

Number of Units as of

Dates unit franchises

Brand Name Business November 30, 2023 began being off_gred by
us or our affiliate
From 2001 until 2004
by Ranch *1 Group,
E;;é?al:ir;:gsin Inc., from 2004 until
Ranch One grilled and crispy 2 franchised units March 2010 by Kahala

breaded chicken
sandwiches

Franchise Corp., and
since August 2010
under Kahala
Franchising

Samurai Sam's Teriyaki Grill

Restaurants
serving Japanese
rice bowls and
noodle bowls

12 franchised units

From 2003 until 2004
by SP Franchising,
Inc., from 2004 until
March 2010 by Kahala
Franchise Corp., and
since August 2010
under Kahala
Franchising

Juice bars serving
smoothies, fruit

64 franchised units

From 1994 until 2004
by Malibu Smoothie
Franchise Corp. and
Surf City Squeeze
Franchise Corp., from

Surf City Squeeze drml§§ and (plus 1 company-owned 2004 until March 2010
nutritional unit) )
supplements by Kahala Franchlse

Corp., and since
August 2010 under
Kahala Franchising
Restaurants 220 franchised units From 200:.3 until 2004
. . . by Taco Time
serving freshly- (99 franchised in the .
. ) International, Inc., from
prepared Mexican United States and 121 ,
. . . : ) 2004 until March 2010
TacoTime food including internationally)

burritos, taco,
quesadillas and
nachos

Additionally, there are
78 licensed units.

by Kahala Franchise
Corp., and since
August 2010 under
Kahala Franchising

Page -5-




Brand Name

Type of Restaurant
Business

Number of Units as of
November 30, 2023

Dates unit franchises
began being offered by
us or our affiliate

Extreme Pita

Restaurants
serving wrap-style
hot and cold pita

1 franchised unit

From March 2001 to
July 2014: The
Extreme Pita
Franchising USA, Inc.;

222;::;?165 since July 2014: MTY
USA
Restaurants
serving healthy .
Grabbagreen food, juice, 4 franchised units Since February 2018

smoothies and
related products

under MTY USA

Ginger Sushi Boutique +
Poke Shop

Restaurant serving
a variety of sushi
menu items and
drinks

0 franchised units

From September 2015
under MTY USA

Mucho Burrito

Restaurants
offering burritos,
quesadillas, tacos,
nachos, and other
assorted food and
drinks

1 franchised unit

From January 2010
under Mucho Burrito
Franchising USA,
Inc.;From March 2019
under MTY USA

Thai Express

Restaurant serving
“Thai-style” foods
and drinks

9 franchised units (7 in
the United States and 2
internationally) (plus 1
company-owned)

From February 2015
under MTY USA

La Diperie

Restaurant serving
retail sale of an
icecream product
and various dips
and toppings

1 franchised unit

From April 2019 under
MTY USA

Ben & Florentine

Restaurant serving
a superior
breakfast & lunch
experience

0 franchised units

From December 2018
under MTY USA
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Type of Restaurant

Number of Units as of

Dates unit franchises

Brand Name Business November 30, 2023 began being off_e_red by
us or our affiliate
Restaurant offering 69 franchised units (67 :
a limited menu in the United States and October 2016 .unt” July
. . . . . 2017 under Triune,
Baja Fresh featuring fresh high 2 internationally) (plus .
: : LLC and since then
quality Mexican- 11 company-owned
. under BFAH
style food products units)
Restaurant offering
a limited menu
La Salsa featuring fresh high 6 franchised units October 2016 under La

quality Mexican-
style food products

Salsa Franchise, LLC.

The Counter

Full service
restaurant featuring
build-your-own
burgers, signature
burgers, side
dishes,
sandwiches, and
salads

15 franchised units (14
in the United States and
1 internationally) (plus 2
company-owned units)

December 2017 under
CB Franchise
Systems, LLC. Then
from March 2019
under MTY USA

Built Custom Burgers

Fast casual
restaurant featuring
build-your-own
burgers, signature
burgers, side
dishes,
sandwiches, and
salads

6 franchised units (3 in
the United States and 3
internationally)

December 2017 under
Built Franchise
Systems, LLC. Then
from March 2019
under MTY USA

Restaurant offering
frozen yogurt using

226 franchised units
(216 in the United States

September 2018 under

sweetFrog a self-serve which mc}ude 9 licensed MTY USA
) franchisees plus 10
delivery format . .
internationally)
Quick service
Manchu WOK restaurant serving 15 franchised units | March 2015: MTY USA

fast and fresh
Chinese cuisine

Papa Murphy’s

Retail food outlet
serving primarily
take and bake
pizza

1,154 franchised units
(1,119 in the United
States and 35
internationally plus 8
company-owned units)

From May 2019 Papa
Murphy’s International
LLC
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Brand Name

Type of Restaurant
Business

Number of Units as of
November 30, 2023

Dates unit franchises
began being offered by
us or our affiliate

Famous Dave’s

Authentic barbecue

88 franchised units (81

in the United States and

7 internationally) plus 35
company-owned units

From March 1994
under Famous Dave’s
of America, Inc.

Village Inn

Restaurant
specializing in
pancakes, omelets,
skillets, eggs, and
other popular
breakfast items.

91 franchised units plus
23 company-owned units

From August 2020
under VI BrandCo,
LLC

Barrio Queen

Authentic Southern
Mexican

7 company-owned units

From March 2023
under BQ Concepts,
LLC

Champps Kitchen + Bar

sports theme
restaurants that
provide the public
with high-quality
food and beverage

2 franchised units plus 1
company-owned unit

From September 1999
to October 2008 under
Champps
Entertainment, Inc. and
From August 2023
under BQ Concepts,
LLC

Sauce Pizza / Wine

Restaurants
serving wood-fired
pizzas, a variety of
pasta dishes, and
salads

13 company-owned units

March 2024

Wetzel's Pretzels

Restaurant
specializing in
hand-rolled fresh-
baked soft pretzels

356 franchised units
(346 in the United States
and 10 internationally)
plus 40 company-owned
units

From April 1996 under
Wetzel's Pretzels, LLC

We or our affiliates had previously also franchised the right to purchase a defined geographic
area to become an area representee in; however, as of the issuance date of this Disclosure
Document, we or our affiliates are not offering area representative agreements under a separate Area
Representative Franchise Disclosure Document for any brands other than La Diperie, Planet
Smoothie, and Blimpie but may do so for additional brands in the future under a separate disclosure

document.

Affiliates That Provide Products or Services to Franchisees

Kahala Management, L.L.C. (“Kahala Management”), an affiliate of Kahala Franchising, is an
Arizona limited liability company that provides administrative, legal, accounting, sales, POS phone
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support, real estate and marketing support services to Kahala Franchising. In December of 2019,
KGC, LLC, a Colorado limited liability company (“KGC”) originally created to administer gift card
programs, merged into Kahala Management. Kahala Holdings and Kahala Restaurants are affiliates
of Kahala Franchising that own and operate company-owned outlets detailed above. Cold Stone
Creamery Restaurants, LLC, an Arizona limited liability company (“CSC Restaurants”), is an affiliate
of Kahala Franchising that, along with Kahala Holdings and Kahala Restaurants, owns and operates
the Cold Stone Creamery company-owned outlets. Kahala Advertising, LLC, an Arizona limited
liability company (“Kahala Advertising”), is an affiliate of Kahala Franchising that began administering
the national advertising funds for each of the brands and the regional cooperatives in 2008. Neptune
Equipment Services, LLC, an Arizona limited liability company (“Neptune Equipment”), is an affiliate
of Kahala Franchising that is an approved retailer of equipment that sells, distributes, and coordinates
logistics of equipment, menu boards, interior and exterior signage, and smallwares to Kahala
Franchising franchisees and licensees.

Cold Stone Creamery Leasing Company, Inc. (“CSC Leasing”), another affiliate of Kahala
Franchising, was incorporated for the purpose of leasing sites for Cold Stone Creamery restaurants
and subleasing them to franchisees. CSC Real Estate Management, LLC, an Arizona limited liability
company (“CSC Real Estate”) provides real estate management services to Cold Stone Creamery,
Inc. (“Cold Stone”) and Cold Stone Leasing. Cold Stone Leasing does not operate businesses of the
type being franchised nor does it offer or sell franchises of Cold Stone Creamery restaurants. Another
affiliate of ours is Cold Stone Creamery International, LLC (“International”), an Arizona limited liability
company, which was organized on April 14, 2004 for our international expansion and franchisees
outside of the United States.

Some Blimpie restaurants are leased by subsidiaries of our affiliate (“Blimpie Leasing
Affiliates”) KRES Holdings, L.L.C., an Arizona limited liability company (“KRES”), and in turn,
subleased by such entities to Blimpie franchisees.

Some existing Cold Stone Creamery restaurants are leased by either of our affiliates, CSC
Leasing or Cold Stone (collectively, “Cold Stone Leasing Affiliates”). Blimpie Leasing Affiliates and
Cold Stone Leasing Affiliates shall collectively be referred to in this Disclosure Document as the
“Leasing Affiliates.”

Other Agreements

Kahala Franchising previously offered franchises for a take and bake pizza concept called
“Pizza Fresh TakeeNeBake.” It began franchising Pizza Fresh TakeeNeBake in November 2011
and ceased offering Pizza Fresh TakeeNeBake franchises in December 2014. During that time
period, there were no Pizza Fresh TakeeNeBake franchises sold. Two corporately owned
Pizza Fresh TakeeNeBake restaurants were opened in 2011 but both closed in 2014 and there are
no Pizza Fresh TakeeNeBake restaurants currently in operation. Kahala Franchise Corp. previously
offered franchises for a kiosk-style ice cream dessert concept called “Waffld.” It began franchising
Wafflo in 2005 and ceased offering Wafflo franchises in December 2007. During that time period,
there were 21 Wafflo franchises sold. As of November 30, 2023, no Wafflo restaurants were open.
Additionally, Kahala Franchise Corp. previously offered franchises for a premium soft serve frozen
dessert product called “Tango.” It began offering Tango franchises in May 2007 and ceased selling
Tango franchises in 2007. During that time, there were no Tango franchises sold, and there are no
Tango franchise locations currently in operation. Tasti D-Lite LLC is an affiliate of Kahala Franchising
that previously franchised the Tasti D-Lite frozen dessert brand. Kahala Franchising is now offering
Tasti D-Lite products as a menu offering in Planet Smoothie restaurants. As of November 30, 20232
there were 2 Tasti D-Lite franchises in the United States.

Blimpie International, Inc. (“BI”) was a predecessor franchisor of the Blimpie brand. Bl entered
into a trademark distribution agreement with Blimpie of California, Inc. dated July 18, 1984, as
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amended (“TDA”) under which Blimpie of California, Inc. operates as a subfranchisor for the Blimpie
brand in a portion of Southern California. The TDA was ultimately assigned from Bl to Kahala
Franchising. Blimpie of California, Inc. is not an affiliate of Kahala Franchising. As of November 30,
2023, there were 2 Blimpie franchises in operation in Blimpie of California, Inc.’s territory. As of the
date of this Disclosure Document, the TDA is still in effect. Bl did not enter into any other trademark
distribution agreements that are currently in effect. We are not offering any Blimpie franchises under
this Disclosure Document.

Except as described above, neither we nor any of our affiliates have offered any other
franchises in any other line of business.

The principal place of business of Kahala Franchising and its affiliates, Kahala Management,
Kahala Advertising, KRES, Kahala Holdings, Kahala Restaurants, Cold Stone, CSC Restaurants,
CSC Leasing, CSC International, CSC Real Estate, Neptune Equipment, and Kahala Brands is 9311
E. Via De Ventura, Scottsdale, Arizona 85258. The identity and principal business address of Kahala
Franchising’s agent for service of process is listed in Exhibit C to this Disclosure Document.

On August 8, 2022, MTY Franchising USA, Inc. and its wholly owned subsidiary Grill Merger
Sub, Inc. (“Merger Sub”) entered into an agreement with BBQ Holdings, Inc. (“BBQ”), a Minnesota
corporation, providing for the acquisition of BBQ by MTY Franchising USA, Inc., consisting of a tender
offer (the “Offer”) for all of the outstanding shares of BBQ common stock, followed by a subsequent
merger of Merger Sub with and into BBQ (the “BBQ Merger”), with BBQ surviving the BBQ Merger
as a wholly-owned subsidiary of MTY Franchising USA, Inc. This transaction included the rights to
franchise and/or operate the Barrio Queen, Famous Dave's, Village Inn, Bakers Square, Granite City
Food and Brewery, Real Urban BBQ, Craft Republic Bar & Grill, Champps Kitchen + Bar, Fox &
Hound, and Tahoe Joe's Famous Steakhouse brands. BBQ, through its subsidiary, VI BrandCo, LLC
a Delaware limited liability company, offers Village Inn restaurants. As of November 30, 2023, there
were 114 Village Inn restaurants (including franchised and company-owned) in the United States.
BBQ, through its subsidiary, Famous Dave’s of America, Inc., a Minnesota corporation, offers Famous
Dave’s restaurants. As of November 30, 2023, there were 116 Famous Dave’s restaurants (including
franchised and company-owned) in the United States, and 7 franchised restaurants internationally (in
the UAE and Canada). With the merger closing that took place on September 27, 2022, MTY
Franchising USA, Inc. is the parent company of both VI BrandCo, LLC and Famous Dave’s of
America, Inc.

On December 8, 2022, MTY Franchising USA, Inc. and its wholly owned subsidiary Twisted
Merger Sub, Inc. (“WP Merger Sub”), a Delaware corporation, entered into an agreement with COP
WP Parent, Inc. (“COP”), a Delaware corporation, providing for the acquisition of COP by MTY
Franchising USA, Inc., consisting of a merger of WP Merger Sub with and into COP (the “COP
Merger”), with COP surviving the COP Merger as a wholly-owned subsidiary of MTY Franchising
USA, Inc., under the name Twisted Merger Sub, Inc. In November 2023, MTY Franchising USA, Inc.
became the parent company of Wetzel’s Pretzels, LLC (“Wetzel's Pretzels”), a California limited
liability company. This transaction included the rights to franchise and/or operate the Wetzel Pretzel's
brand, through Wetzel's Pretzels. As of November 30, 2023, there were 3386 Wetzel Pretzels
restaurants (including franchised and company-owned) in the United States and 10 franchised
restaurants internationally. With the merger closing that took place on December 8, 2022, MTY
Franchising USA, Inc. is the parent company of Wetzel’s Pretzels, LLC.

On December 15, 2022, MTY Franchising USA, Inc. via its wholly owned subsidiary Sauce
Restaurants, LLC (“Sauce Restaurants”), an Arizona limited liability company, simultaneously signed
and closed an asset purchase agreement with Sauce, LLC, an Arizona limited liability company,
Sauce Holdings, LLC, a Delaware limited liability company, and several other of their affiliates
(collectively, “Sauce Sellers”), providing for the acquisition of the assets of Sauce Sellers by Sauce
Restaurants. This transaction included the rights to operate (and ultimately franchise should Sauce
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Restaurants so desire) the Sauce Pizza and Wine brand. As of November 30, 2023, there were 13
Sauce Pizza and Wine restaurants (all of which were company-owned) in the United States. BBQ
Holdings, Inc., a subsidiary of MTY Franchising USA, Inc., is the direct parent company of Sauce
Restaurants.

The Franchise

If you qualify, you may (i) construct a new TacoTime restaurant; (ii) purchase one of our
TacoTime franchises by acquiring an existing business from another franchisee or from us; or (iii)
convert all of your existing retail operations from another brand to our TacoTime brand.

The business you will operate is a single traditional or non-traditional TacoTime restaurant
specializing in freshly prepared Mexican quick service food and beverage products, at a specific
location approved by us, and using the trademarks, trade names, service marks, logotypes, and other
commercial symbols we adopt and authorize. A “traditional” TacoTime restaurant is a TacoTime
restaurant that is easily accessible by the general public, such as a free-standing building, inline retail
shop, shopping mall or street front location. A traditional TacoTime restaurant normally offers a full
TacoTime menu. A “non-traditional” TacoTime restaurant is a TacoTime restaurant that is located in
a non-traditional marketplace (as determined in franchisor’s sole discretion) such as an airport,
amusement park, sports or entertainment venue, train station, travel plaza, toll roads, cafeteria, retail
store, convenience store, military base, hospital, office building, movie theater, hotel, casino, kiosk,
cart or high school or college campus. A non-traditional TacoTime restaurant generally offers a
limited version of the full TacoTime menu. A TacoTime restaurant, whether traditional or non-
traditional, is also referred to as the “Franchised Business.”

TacoTime restaurants serve the general public, and people of all ages consume the products
offered by TacoTime restaurants. Most TacoTime restaurants may be operated throughout the year;
however, sales may fluctuate during the year. You will have to compete with other restaurants, fast
food outlets, supermarkets and other food retailers located in your venue or market area. Some of
your competitors may include TacoTime restaurants operated by other franchisees or by our affiliates.
The extent to which you may succeed at any particular location cannot be predicted. Because of the
highly competitive nature of the business involved, successful operation of the TacoTime restaurant
will depend in part upon the best efforts, capabilities, management, and efficient operation by the
franchisee; as well as the general economic trend and other local marketing conditions.

You must comply with all federal, state, and local laws that regulate commerce in general and
the food service industry in particular. In addition to laws and regulations that apply to businesses
and restaurant operations generally (for purposes of clarification, and not limitation, those pertaining
to restaurant drive-thrus), TacoTime Franchised Businesses are subject to: (i) federal, state, and local
health codes regarding health, sanitation, food safety and (ii) menu labeling and nutrition laws.

ITEM 2: BUSINESS EXPERIENCE

References to titles and positions for the persons listed in this Item 2 may be assigned to MTY,
MTY Canada, MTY USA, Kahala Brands, or any one or more affiliated companies.

Chairman of the Board and Chief Executive Officer: Eric Lefebvre

Mr. Lefebvre was promoted and became the Chief Executive Officer of MTY effective November
2018. Prior to that, Mr. Lefebvre was the Chief Financial Officer of MTY since June 2012, and was
Vice President of Finance of MTY from November 2009 until June 2012.
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Director, Chief Financial Officer: Renee St-Onge

Ms. St-Onge was promoted to Chief Financial Officer of MTY effective November 2018. Prior to that,
Ms. St-Onge was with MTY as Controller since 2012.

Director, Chief Operating Officer: Jeff Smit

Mr. Smit has been the Chief Operating Officer of Kahala Brands since June 2009 and has been a
Director of MTY USA since November 2018. Prior to that, Mr. Smit was the Blimpie Brand President
from November 2007 until December 2010 and the Sr. Vice President of Operations for Cold Stone
Creamery from February 2005 to December 2007.

Senior Vice President of Restaurant Operations: Anthony Crosby

Mr. Crosby joined Kahala Brands in October 2009 as the Vice President of Restaurant Operations.
He assumed his current role in August 2011.

Vice President of Restaurant Operations: Blake Borwick

Mr. Borwick was a Cold Stone Creamery franchisee in Cedar Falls and Waterloo, lowa from April
2005 to March 2014. From March of 2014 to January 2017, he was the Regional Director of
Operations of Cold Stone Creamery and Blimpie. He was promoted to Vice President of Operations
for the Blimpie brand in January 2017 and then became Vice President of Operations for the Cold
Stone Creamery brand in March 2018. In May of 2021 he was promoted to Vice President of
Restaurant Operations for Kahala Brands.

Vice President of Restaurant Operations: Logan Reves

Mr. Reves joined Kahala Brands in May 2021 in his current role. Prior to joining Kahala Brands, Mr.
Reves was an Independent Restaurant Consultant from March 2020 through April 2021. Prior to that
Mr. Reves was with Tilted Kilt Franchise Operating, LLC in Tempe, Arizona as Vice President of
Operations from January 2014 to July 2016, Chief Operating Officer from July 2016 through
December 2018, and as Senior Vice President of Franchise Operations of the Dick’'s Wings & Girill
brand from January 2019 through March 2020.

Chief Legal Officer: Jenny Moody

Ms. Moody has been with the Kahala Brands’ Legal department since June 2010. In August 2012
she was named Corporate Counsel, in September 2013 International Counsel, in September 2016
Deputy General Counsel, and in November 2019 General Counsel. In August 2023, Ms. Moody
assumed her current role.

Vice President of Training and Customer Service: Kerri Kudla

Ms. Kudla joined the Cold Stone Creamery training team in June 2002. She became Director of
Operations & Training Development in January 2009 and was promoted to Senior Director of
Operations & Training Development in October 2012. In June 2014, Ms. Kudla assumed her current
role.

Senior Vice President of Marketing: Steven Evans

Mr. Evans joined Kahala Brands in October 2007 as a National Marketing Manager for the Blimpie
brand. In October 2009, he also became the Director of Marketing for the NrGize Lifestyle Cafe and
Surf City Squeeze brands, and in January 2010, also the Director of Marketing for the TacoTime
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brand. In March 2011, Mr. Evans was promoted to Senior Director of Marketing, and in August 2011,
he became the Vice President of Marketing. In January 2017, Mr. Evans was promoted to his current
role.

Franchise Sales

Senior Vice President of Development: John Wuycheck

Mr. Wuycheck has served as Kahala Brands’ Senior Vice President of Development since
September 2014.

Vice President of Franchise Development: Jay Goldstein

Mr. Goldstein has held his current role since May of 2009. Prior to this, he served as Senior Director
of Operations, then Senior Director of Development for Kahala Franchising and has worked with the
Cold Stone Creamery brand since October 2005.

Director of Franchise Development: Doug Merenda

Mr. Merenda joined Kahala Brands’ sales team in October 2015 as a Director of Franchise
Development and was a franchise broker for Kahala Brands from April 2015 through October 2015.

Vice President of Business Development — USA: Ramin (Ray) Zandi

Mr. Zandi is the Vice President of Business Development — USA, a position he has held since
February 2009.

Franchise Development Manager: Traci Zandi

Ms. Zandi has assisted our Development team in awarding franchise units since October 2016. She
also served as Office Manager and Executive Assistant for Extreme Pita from April 2011 until October
2016.

Vice President of Franchise Development: Peter Tsafoulias

Mr. Tsafoulias is the Vice President of Franchise Development, a position he has held since March
of 2018. Prior to that, he served as the Director of Franchising of IRG from January 2008 until March
2018.

Senior Director of Franchise Sales: Shemar Pucel

Shemar Pucel joined the company in November 2020 as Director of Franchise Sales and was
promoted to Senior Director of Franchise Sales in February 2022. From October 2018 to August
2020, Ms. Pucel was a Director of Development for sweetFrog Premium Frozen Yogurt & Samurai
Sam’s. From October 2015 to October 2018, Ms. Pucel was with SFF, LLC (formerly SweetFrog
Enterprises, LLC) where she first served as Manager of Franchise Marketing and Development and
was promoted to Director of Franchise Marketing and Development in August 2016.

Jon Fischer: Head of Development — Wetzel’'s Pretzels

Jon Fischer serves as Head of Development - Wetzel's Pretzels as of March 2023. Previously, Mr.
Fischer served as our Chief Development Officer from October 2019. Previous to that, Mr. Fischer
held a variety of Vice-President positions, including in real estate and development, at Papa Murphy’s
International from August 2014 to October 2019.
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Adam Lueras: Sr. Director of Franchise Sales

Adam Lueras became the Director of Franchise Sales for Wetzel's Pretzels effective March 2020 and
was promoted to Sr. Director of Franchise Sales in February 2023. Mr. Lueras previously served as a
Franchise Development Director with Jackson Hewitt Tax Service in Jersey City, New Jersey from
March 2019 through November 2019. Prior to that Mr. Lueras served as a Franchise Development
Director with Wyndham Hotel Group in Parsippany, New Jersey from March 2016 through July 2018.
Prior to that, Mr. Lueras served as a National Sales Manager with Avalara Software in Seattle,
Washington from February 2014 through March 2016.

Ross Duggal: Director of Franchise Sales — Non-Traditional

Ross Duggal became the Director of Franchise Sales — Non-Traditional for Wetzel's Pretzels effective
July 2022. Mr. Duggal previously served as the Senior Director of Business Development for OLM
Foods located in Sioux Falls, SD from June 2020 through July 2022. Prior to that, Mr. Duggal served
as the Director of Business Development for Chester’s International in Birmingham, AL from March
2015 through May 2020.

Diana Krankl: Franchise Sales Manager

Diana Krankl became the Franchise Sales Manager for Wetzel's Pretzels effective September 2021.
Ms. Krankl previously owned and operated D’s Superblends, a food truck business in Los Angeles,
California from July 2016 through March 2020, where Ms. Krankl’s responsibilities included training,
customer service, human resources, quality control, event booking, maintaining and strengthening
partner relationships, marketing, bookkeeping, inventory management, design development as well
as menu and recipe development.

ITEM 3: LITIGATION

LITIGATION INVOLVING FRANCHISOR, PREDECESSORS AND AFFILIATES

Concluded Arbitration and Litigation Involving The Extreme Pita Franchising USA, Inc.
predecessor in interest to MTY Franchising USA, Inc.

Purav Enterprises, LLC, Balwant Bahia, and Paramijit Samra v. The Extreme Pita Franchising USA,
Inc., EP Development, Inc., and Feisal Ramjee; Superior Court of the State of Washington for King
County; Case No. 15-2-15120-7.

On June 22, 2015, Purav Enterprises, LLC, Balwant Bahia, and Paramijit Samra (collectively
“Plaintiffs”), filed a complaint against The Extreme Pita Franchising USA, Inc., EP Development, Inc.,
and Feisal Ramjee (collectively “Defendants”). Plaintiffs alleged: (i) violations under the Franchise
Investment Protection Act in the State of Washington (“FIPA”); (ii) misrepresentation by the Area
Developer of the financial performance of the franchise, omissions of mandatory and material
information and inherently misleading information that were material factors in the Plaintiff's purchase
of the franchise; and (iii) the Area Developer was not a registered broker in the State of Washington.
Plaintiffs sought: (i) rescission of the franchise agreement, the corresponding personal guarantee and
related agreements; (ii) treble damages under FIPA; and (iii) costs and attorney’s fees. The parties
entered into a settlement agreement on March 11, 2016, in which Defendants paid Plaintiffs the sum
of $20,000. The matter was dismissed on March 16, 2016.

Concluded Arbitration and Litigation Involving Kahala Franchising, L.L.C.
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KOHO, Inc. v. Kahala Franchising, L.L.C.; Superior Court of the State of California for the County of
Los Angeles; Case No.: BC572565.

On or about February 17, 2015, Koho, Inc. (“Koho”) filed a Complaint against Kahala Franchising,
L.L.C. (“Kahala”) alleging: (i) breach of contract; (ii) unjust enrichment; and (iii) declaratory relief. Koho
sought: (i) no less than $540,000 in special and general damages; (ii) litigation costs; (iii) prejudgment
interest; (iv) reasonable attorney’s fees; and (v) declaratory relief. On or about May 5, 2015, Kahala
filed a Cross-Complaint against Koho; Heeyong Kyle Chung; and Hannah Kim; alleging: (i) breach of
contract; (ii) unjust enrichment; (iii) disgorgement and restitution; (iv) fraud-deceit and concealment;
(v) negligent misrepresentation; (vi) conversion; (vii) negligence; and (viii) declaratory relief. Kahala
sought: (i) breach of contract damages in amount according to proof; (ii) disgorgement and restitution
on Unjust Enrichment cause of action; (iii) judicial determination that Kahala is permitted and entitled
to set off amounts owed to it by Koho with funds in its possession which would otherwise have been
due Koho; (iv) costs; (v) attorneys’ fees; (vi) punitive damages; and (vii) prejudgment interest; (viii)
any other relief the Court deems just and proper. On or about June 15, 2015, Koho filed a Notice of
Hearing on Demurrer and Demurrer to Kahala’s Cross-Complaint; Memorandum of Points and
Authorities; Declaration of Daniel D. Hoffman and Exhibits in Support Thereof. Koho filed its Notice
of Motion and Motion to Strike Certain Portions of Kahala’s Cross Complaint; Memorandum of Points
and Authorities on June 17, 2015. On October 16, 2015, the Court overruled Koho’s Demurrer to
Kahala’s Cross Complaint in its entirety and denied their motion to strike Kahala’s punitive damages
claims; the Court sustained the Demurrer as to Hannah Kim. Mediation was held on May 3, 2016,
which failed to yield a settlement between the two parties. On May 5, 2016, Kahala dismissed the
claims against Koho and Kyle Chung because they satisfied the debts owed to Kahala, and, therefore,
the claims were moot. Hannah Kim was subsequently awarded attorney’s fees on June 15, 2016, in
the amount of $10,233. A bench trial commenced on June 15, 2016, and ended on June 16, 2016.
Upon the conclusion of Koho's case, Kahala presented its case—in-chief and moved for judgment
pursuant to Code of Civil Procedure section 631.8. The Court granted Kahala’s Judgment as Koho
failed to establish the requisite elements of “breach” and “damages” on the three causes of action
asserted in the Complaint. On July 18, 2016, the Court awarded Kahala attorneys’ fees in the amount
of $205,000. On September 22, 2016, Koho filed a Notice of Filing of Notice of Appeal and requested
that Kahala participate in a mediation to resolve the outstanding award to Kahala. Koho failed to post
an appeal bond. On February 13, 2017, Kahala commenced its self-help pursuant to Section 8(i) and
(j) of the ARA and began withholding 100% of the Area Representative fees to which Koho would
have otherwise been entitled. On June 19, 2017, the parties entered into a settlement agreement
whereby Kahala repurchased Koho's Area Developer territory for the sum of $75,000 and forgave the
remaining damages owed in the amount of $130,000.

Texas Nrqgize #1, Inc. v. Kahala Franchising, L.L.C.. and Kahala Holdings, L.L.C.: 67t Judicial District
Court, Tarrant County, Texas; Civil Action No.: 067-272652-14 subsequently removed to United
States District Court for the Northern District of Texas; Case No.: 4:14-cv-544-Y.

On or about June 18, 2014, Texas Nrgize #1, Inc., an Nrgize franchisee (“Plaintiff’), filed a Petition
and Request for Disclosure against Kahala Franchise Corp and Kahala Holdings, L.L.C. (collectively
“‘Defendants”) alleging (i) violations of the Texas Business Opportunities Act, Tex. Bus. & Comm.
Code §§ 51.001 and the Texas Deceptive Trade Practices Consumer Protection Act, Tex. Bus. &
Comm. Code §17.46, and (ii) Breach of Contract and Warranties. Plaintiff sought: (i) economic
damages in excess of $200,000, plus treble damages and pre- and post-judgment interest at the
maximum rates allowed by law; (ii) attorneys’ fees and costs; and (iii) such other relief to which the
Plaintiff may be justly entitled. On July 16, 2014, Defendants filed a Notice of Removal to the United
States District Court for the Northern District of Texas. On July 24, 2014, the judge executed the
Order Granting the Unopposed Motion to Substitute Parties and Changing Case Style. Kahala
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Franchising, L.L.C. (“Defendant”) was substituted in as a defendant instead of Kahala Franchise
Corp. On July 28, 2014, Defendant filed a Motion to Transfer Pursuant to 28 U.S.C. §1404(A) and
Brief in Support. This motion sought an order to transfer the litigation to the United States District
Court for the District of Arizona pursuant to the parties’ forum selection clause contained in the
franchise agreement. On August 1, 2014, Defendant filed its Answer, Counterclaim and Third Party
Claim. The Counterclaim was against Plaintiff and the Third Party Claim was filed against Duane W.
Martin, Argentina Saldivar, and Margena Wood (“Third Party Defendants”). Defendant alleged: (i)
Breach of Franchise Agreement against Plaintiff, and (ii) Breach of Guaranty against Third Party
Defendants. Defendant sought: (i) judgment against Plaintiff and the Third Party Defendants in an
amount to be proven at trial; (ii) attorneys’ fees; (iii) costs pursuant to A.R.S. §§12-341 and 12-341.01
and the parties’ contractual agreements; and (iv) any other relief the Court deemed fit. Plaintiff filed
its Response to Defendant’s Motion to Transfer Pursuant to 28 U.S. C. §1404 (A) and Brief in Support
on August 18, 2014, then filed its Answer to Defendant’s Counterclaim on August 22, 2014. On
August 28, 2014, Defendant filed its Reply in Support of Motion to Transfer Pursuant to 28 U.S. C. §
1404(A) and Brief in Support. On September 24, 2014, the United States District Court for the
Northern District of Texas Court requested that each party submit a supplemental brief to benefit the
Court in resolving the Defendant’s Motion to Transfer. Mediation was held on September 29, 2014,
but the parties failed to come to an agreement. On October 17, 2014, Third Party Defendants filed
their Answer and Counterclaim. Third Party Defendants alleged: (i) violations of the Texas Business
Opportunities Act, Tex. Bus. & Comm. Code §§ 51.001 and the Texas Deceptive Trade Practices
Consumer Protection Act, Tex. Bus. & Comm. Code §17.46, and (ii) breach of contract and
warranties. Third Party Defendants sought: (i) economic damages in excess of $200,000, plus treble
damages under the Code and pre- and-post judgment interest at the maximum rates allowed by law;
(i) attorney’s fees; (iii) costs; and (iv) any other general or special relief that the Court deemed fit. On
October 24, 2014, Defendant filed its Supplemental Briefing In Support of Its Motion to Transfer
Pursuant to 28 U.S.C. §1404(A). On November 10, 2014, Defendant filed its Answer to the Third
Party Counterclaims. On November 13, 2014, Defendant filed its Notice of Dismissal Without
Prejudice as to Third Party Defendant Argentina Saldivar only. On November 14, 2014, Plaintiff filed
its Response to Defendant’s Supplemental Briefing In Support of Their Motion to Transfer Pursuant
to 28 U.S.C. §1404(A). On November 26, 2014, Defendant filed its Reply to Plaintiff’'s Response to
Defendant’s Supplemental Briefing in Support of Its Motion to Transfer Pursuant to 28 U.S.C.
§1404(A). On February 24, 2015, the Court granted Defendant’s Motion to Transfer the case to the
United States District Court of the District of Arizona; Phoenix Division; Case No.: CV15-0337 PHX
DGC. In April 2015, Plaintiff moved to compel arbitration which was ultimately denied by the Court.
The parties participated in a mediation in August 2015 which was unsuccessful. In December 2015,
the parties executed a settlement agreement in which Defendant paid Plaintiff the sum of $35,000.
The parties filed a Stipulation to Dismiss With Prejudice on December 18, 2015.

Concluded Arbitration and Litigation Involving Cold Stone Creamery, Inc.

Kenneth J. Kirwin v. Cold Stone Creamery/Kahala Corp; Commonwealth of Massachusetts Plymouth
Superior Court, Civil Action No. 13-01126A subsequently removed to the United States District Court
of Massachusetts; Case No.: 1:14-cv-11691.

On or about October 21, 2013, Kenneth J. Kirwin (“Plaintiff”) filed a Complaint In Equity and Demand
For Jury Trial against Kahala Corp, inadvertently named as Cold Stone Creamery/Kahala Corp
(“Defendant”). The Complaint alleged: (i) promissory estoppel; breach of contract; breach of implied
covenant of good faith and fair dealing; (ii) misrepresentation; fraud and deceit violation of M.G.L.
Chap. 93A, §11; (iii) unjust enrichment; (iv) misrepresentation and deceit in violation of M.G.L. Chap.
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93A, §11; and (v) intentional infliction of emotional distress. Plaintiff sought: (i) judgment against
Defendant in an amount the Court deemed appropriate; (ii) interest; (iii) costs of the action; (iv)
compensatory damages; (v) punitive damages; (vi) attorneys’ fees; and (vii) court costs. On April 7,
2014, Defendant filed its Notice of Removal seeking removal to the United States District Court for
the District of Massachusetts. On April 16, 2014, Defendant filed its Motion to Dismiss or Transfer;
which Plaintiff opposed in its filing of the April 16, 2014 Opposition to Kahala Corporation’s Motion to
Dismiss. On May 5, 2014, Defendant filed its Reply to Plaintiff’'s Opposition to Motion to Dismiss. On
May 16, 2014, Defendants filed a Petition to Compel Arbitration against Plaintiff in the United States
District Court for the District of Arizona; Case No.: 2:14-cv-01059-NVW. Defendants sought a court
order to compel Plaintiff to arbitrate before the American Arbitration Association in Phoenix, Arizona
per the language of the franchise agreements. On June 2, 2014, Plaintiff executed a Declaration
With Consent to Relief Requested agreeing to arbitrate before the American Arbitration Association
in Phoenix, Arizona. On June 3, 2014, Defendants filed a Notice of Voluntary Dismissal against
Plaintiff as he had agreed to arbitrate all claims. Mediation occurred on July 15, 2014, and the parties
arrived at a settlement in which Defendants would pay Plaintiff $37,500 to settle all disputes. The
Settlement Order of Dismissal was filed on July 17, 2014, in the United States District Court District
of Massachusetts.

Gregory Fowler, and Doubri Enterprises, L.L.C. v. Cold Stone Creamery, Inc.; State of Rhode Island
Kent Superior Court; Case No.: KC-13-0986; subsequently removed to United States District Court
for the District of Rhode Island; Case No.: CA 1:13-cv-00662-S-PAS; subsequently removed to United
States District Court for the District of Arizona; Case No.: 2:13-02414 PHX PGR.

On or about September 13, 2013, Gregory Fowler and Doubri Enterprises, LLC (collectively
“Plaintiffs”) filed a Complaint against Cold Stone Creamery, Inc. (“Defendant”). Plaintiffs alleged: (i)
breach of sublease; (ii) breach of franchise agreement; (iii) breach of good faith and fair dealing; (iv)
tortious interference with contractual relationships; (v) fraud; (vi) defamation of business character;
and (vii) negligent infliction of emotional distress. Plaintiffs sought: (i) punitive damages; (ii) attorneys’
fees; (iii) interest; and (iv) costs. On September 17, 2013, Defendant filed a Notice of Removal,
removing the lawsuit to the United States District Court for the District of Rhode Island. On October
9, 2013, Defendant filed a Motion to Dismiss the Complaint, or alternatively, to transfer the lawsuit to
the United States District Court for the District of Arizona. The Motion to transfer was granted on
November 25, 2013, and the matter was transferred to the Arizona court. On December 9, 2013,
Defendant filed its Answer to the Complaint. On March 5, 2014, the Court entered a scheduling order
establishing dates for completion of discovery and pre-trial motions and setting the matter down for
trial on October 28, 2014. The parties participated in mediation and ultimately entered into a
settlement agreement whereby Defendant paid Plaintiffs $250,000.

Concluded Arbitration and Litigation Involving SFF, LLC, successor in interest to SweetFrog
Enterprises, LLC

Sun Yop Cho v. Imagination Enterprises, Inc., American Arbitration Association, Case No. 16 114 Y
00250 13.

On May 15, 2013, Sun Yop Cho (“Claimant”), a sweetFrog licensee, filed an arbitration action against
Imagination Enterprises, Inc., predecessor to SweetFrog Enterprises, LLC (“Respondent”). Claimant
asserted that: (i) Respondent breached the license agreement by violating the territorial exclusivity
provision in the license agreement; (ii) Respondent violated the Virginia Retail Franchising Act; and
(iii) Respondent breached an alleged oral promise to partner with Claimant in developing a sweetFrog
shop in Leesburg, Virginia. Claimant sought: (i) damages in the amount of $900,000; (ii) attorneys’
fees; (iii) reformation of the license agreement; and (iv) injunctive relief. Respondent vehemently
disputed Claimant’s claims. On December 13, 2013, Claimant and Respondent entered into an
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agreement pursuant to which: (i) the parties settled their disputes and jointly dismissed the arbitration
proceeding with prejudice; and (ii) Respondent repurchased Claimant’s License Agreement and
acquired the assets of his sweetFrog shop for a total price of $504,162.63.

Sweet Frog Stony Brook, Inc. and Sweet Frog Babylon, Inc. v. SweetFroqg Enterprises, LLC; SFF,
LLC and Ki Young Cha a/k/a Derek Cha; United States District Court, Eastern District of New York;
Case No. 2:14-cv-02356-JS-WDW.

On April 11, 2014, Sweet Frog Stony Brook, Inc. and Sweet Frog Babylon, Inc., (collectively
“Plaintiffs”), two sweetFrog franchisees, filed a lawsuit against SweetFrog Enterprises, LLC, SFF,
LLC (collectively “Franchisor”), and Ki Young Cha a/k/a Derek Cha (collectively with Franchisor,
“‘Defendants”). Plaintiffs alleged that Defendants: (i) violated the New York Franchise Sales Act; (ii)
violated the New York General Business Law § 680, et seq. (“NYFSA”) by making unauthorized and
fraudulent pre-sale financial performance representations; and (iii) failed to register the franchise
offering with the New York Attorney General prior to entering into franchise agreements with
Plaintiffs. Plaintiffs demanded: (i) damages in excess of $685,000; (ii) rescission of their franchise
agreements; and (iii) recovery of their attorneys’ fees. Defendants disputed Plaintiffs’ claims, but
agreed to mediate the dispute. Prior to the deadline to respond to the complaint, on July 29, 2014,
the parties entered into an agreement pursuant to which: (i) Plaintiffs would attempt to sell their
franchised shops and transfer their franchise agreements to any third party(ies) approved by
Franchisor before November 1, 2014; and (ii) if Plaintiffs were unable to identify a suitable buyer for
their franchised shops by November 1, 2014, the parties agreed to mutual termination of the franchise
agreements and that Franchisor would purchase the equipment from each franchised shop at a price
of $50,000. The case was dismissed with prejudice on August 6, 2014.

Tri Star Consulting Group, Inc. and Sweet Frog Hauppauge, Inc. v. SweetFrog Enterprises, LLC,
SFF, LLC, Ki Young Cha a/k/a Derek Cha; United States District Court, Eastern District of New York;
Case No. 2:14-cv-02228-ADS-AKT.On April 9, 2014, Tri Star Consulting Group, Inc., a licensee and
area developer of SweetFrog Enterprises, LLC (“Plaintiff Tri Star”), and Sweet Frog Hauppauge, Inc.,
a licensee of SweetFrog Enterprises, LLC (“Plaintiff Hauppauge”); (collectively “Plaintiffs”); filed a
lawsuit against SweetFrog Enterprises, LLC, (“Defendant SweetFrog”), SFF, LLC (“Defendant SFF”),
and Ki Young Cha a/k/a Derek Cha (collectively “Defendants”). Plaintiff Tri Star alleged Defendant
SweetFrog breached its license/area development agreement with Plaintiff Tri Star by: (i) terminating
the license/area development agreement for nonpayment of royalty fees; (ii) licensing to Defendant
SFF the right to sell franchises in New York City, Plaintiff Tri Star’'s development territory; and (iii)
failing to pay fees allegedly owed to Plaintiff Tri Star related to the operation of franchised sweetFrog
locations within Plaintiff Tri Star's development territory. Plaintiff Tri Star sought: (i) damages in
excess of $75,000; (ii) a declaration that it was not in default of the license/area development
agreement; (iii) a declaration that Defendant SweetFrog was obligated to pay fees to Plaintiff Tri Star
based on revenues of all franchised sweetFrog locations in New York City; (iv) an order enjoining
Defendant SFF from selling franchises in New York City; and (v) recovery of its attorneys’ fees. Prior
to the deadline to respond to the complaint, on September 9, 2014, Plaintiff Tri Star and Defendants
entered into an agreement pursuant to which (1) the parties agreed to mutual termination of Plaintiff
Tri Star’s license/area development agreement; (2) Defendant SweetFrog agreed to pay Plaintiff Tri
Star $19,830.58; (3) Defendant SFF agreed to pay Plaintiff Tri Star an ongoing commission equal to
2% of the net sales of all franchised sweetFrog locations in New York City through November 2031;
and (4) Plaintiff Tri Star agreed not to operate any competitive business in New York City for so long
as Defendant SFF was obligated to make commission payments to Plaintiff Tri Star.

Plaintiff Hauppauge asserted that Defendants: (i) violated the New York Franchise Sales Act, (ii)
violated the New York General Business Law § 680, et seq. (“NYFSA”); (iii) committed fraudulent and
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negligent representations by making unauthorized and fraudulent pre-sale financial performance
representations; and (iv) failed to register the franchise offering with the New York Attorney General
prior to entering into franchise agreements with Plaintiffs. Plaintiff Hauppauge sought: (i) damages in
excess of $330,000; (ii) rescission of its license agreement, and (iii) recovery of its attorneys’ fees.
Defendants disputed Plaintiffs’ claims but agreed to mediate the dispute. Prior to the deadline to
respond to the complaint, on September 9, 2014, Plaintiff Hauppauge, on the one hand, and
Defendants on the other hand, entered into an agreement pursuant to which: (i) the parties agreed to
mutual termination of Plaintiff Hauppauge’s license agreement; and (ii) Defendant SweetFrog agreed
to pay Plaintiff Hauppauge $75,000. The case was dismissed with prejudice on September 20, 2014.

Urquieta Sweet Froqg, LLC and Ana Urquieta v. SweetFroq Enterprises, LLC d/b/a SFF, LLC,
American Arbitration Association; Case No. 01 14 0001 8086.

On December 23, 2014, Urquieta Sweet Frog, LLC and Ana Urquieta, a former sweetFrog franchisee
and its owner (collectively “Plaintiffs”), filed a Demand for Arbitration against SweetFrog Enterprises,
LLC (“Defendant”). Plaintiffs alleged: (i) Defendant engaged in fraud; (ii) unfair practices; and (iii)
deceptive actions. On February 2, 2015, Defendant timely filed an Answer and Counterclaim and
denied all allegations, and further asserted a counterclaim against Plaintiffs for unpaid royalties. This
matter was settled in December of 2015. Under the settlement, Defendant agreed to pay Plaintiffs
$300,000 and the parties executed mutual releases.

SFF, LLC v. Carmel Village Yogqurt Company LLC; City of Richmond, Virginia Circuit Court; Case No.
CL16-3927.

On August 29, 2016, SFF, LLC (“Plaintiff’) filed a lawsuit against three sweetFrog franchisee entities,
Carmel Village Yogurt Company LLC (“Defendant Carmel YC”), Huntersville Yogurt Company, LLC
(“Defendant Huntersville YC”), and Mooresville Yogurt Co, LLC (“Defendant Mooresville YC”), and
their main member, Steve Anto (“Defendant Anto”); (all named Defendants collectively referred to as,
‘Anto Defendants”). Plaintiff alleged: (i) Defendant Carmel YC breached its franchise agreement
through its unauthorized closure of its franchised shop; and (ii) as a result of the breach, Plaintiff had
the contractual right to terminate Defendant Carmel YC'’s franchise agreement and cross terminate
the franchise agreements of Defendant Huntersville YC and Defendant Mooresville YC. Plaintiff
sought: (i) declaratory judgment that the three franchise agreements had terminated; (ii) specific
performance of the Anto Defendants’ post-termination obligations; (iii) damages for past due fees;
(iv) lost future royalties in excess of $116,000; and (v) recovery of its attorneys’ fees. In response to
Plaintiffs complaint, Anto Defendants denied Plaintiff's claims and asserted counterclaims against
Plaintiff and alleged: (i) Defendant Carmel YC’s franchise agreement was unenforceable and,
alternatively, that Plaintiff was in breach of Defendant Carmel YC’s franchise agreement due to
Plaintiff's allowance of another franchisee to open a shop within three miles of Defendant Carmel
YC’s shop. Anto Defendants sought: (i) a declaratory judgment that they were not in default of their
franchise agreements; (ii) damages of not less than $425,000; and (iii) recovery of their attorneys’
fees. Plaintiff denied Anto Defendants’ claims and filed a demurrer and pleas in bar seeking to have
those claims dismissed. Prior to the court hearing and ruling on Plaintiff’'s motion, the parties entered
into an agreement pursuant to which: (i) the parties acknowledged the valid termination of Defendant
Carmel YC’s franchise agreement; (ii) Defendant Carmel YC transferred the assets of its business to
Plaintiff and Plaintiff paid Defendant Carmel YC $25,000; (iii) Plaintiff reinstated Defendant
Huntersville YC’s and Defendant Mooresville YC’s terminated franchise agreements; and (iv) Plaintiff
granted Defendant Anto the right to develop a new sweetFrog shop at a mutually acceptable location
on or before November 8, 2018. The case was dismissed with prejudice on December 15, 2016.

Concluded Arbitration and Litigation Involving Fresh Enterprises, LLC successor in interest
to BF Acquisition, LLC
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Fresh Enterprises v. Ledang Investment Group, LLC, Vincent Tienn Le, Ho Tien Le and Hue This
Dang Superior Court of the State of California, County of Santa Clara, Case No. 1-13-CV-257219.

On July 2, 2013, Fresh Enterprises, as successor-in-interest to Baja Fresh Westlake Village, Inc.
(“Plaintiff”), filed a complaint against Ledang Investment Group, LLC; Vincent Tien Le, Ho Tien Le
and Hue Thi Dang (collectively “Defendants Ledang” or “Cross Claimants Ledang”) for: (i) implied
indemnity; (ii) equitable indemnity; (iii) express indemnity; (iv) breach of contract; (v) declaratory relief
seeking unspecified damages; (vi) indemnification; (viii) a judgment of unlawful detainer; and (ix)
declaration that Defendants Ladang were obligated to reimburse Plaintiff for various expenses. On
January 6, 2014, Cross Claimants Ledang filed a Cross-Complaint against Plaintiff, Baja Fresh
Westlake Village, LLC, Triune Corporation and National Franchise Sales, Inc. (collectively “Counter
Defendants”) for: (i) breach of contract; (ii) breach of covenant of good faith and fair dealing; (iii)
negligent misrepresentation; and (iv) intentional misrepresentation. On February 19, 2014, Counter
Defendants filed a Motion to Compel Arbitration, which was granted. The disputes between the parties
were then arbitrated before the American Arbitration Association (Case Number 72-20-1400-0126).
On February 2, 2015, the Arbitrator issued an award in favor of Cross Claimants Ledang in the amount
of $660,620.84. The parties entered into a Settlement and Release Agreement on July 20, 2015,
under which Counter Defendants paid the Cross Claimants Ledang the sum of $585,000 and the
matter was dismissed with prejudice.

Concluded Arbitration and Litigation Involving Famous Dave’s of America, Inc.

Desert Ribs, LLC, Famous Gracie, LLC, Famous Freddie, LLC, Famous George, LLC and Famous
Charlie, LLC v. Famous Dave’s of America, Inc., American Arbitration Association, Minneapolis,
Minnesota, Case No. 01 16 0000 8549.

On March 14, 2016, the franchisees for the Famous Dave’s® Restaurants in Chandler, Peoria, Mesa
and Gilbert, Arizona (“Claimants”) filed a Demand for Arbitration against Famous Dave’s alleging that
Famous Dave’s (1) violated the Minnesota Franchise Act (“MFA”), (2) breached the implied covenant
of good faith and fair dealing under the Famous Dave’s® Franchise Agreements with Claimants (the
“Franchise Agreements”), and (3) breached certain express provisions of the Franchise Agreements.
Claimants sought damages of $2,984,098, and a permanent injunction prohibiting Famous Dave’s
from engaging in discriminatory conduct in violation of the MFA. On July 20, 2016, the arbitrators
ruled in partial favor of the pre-hearing motion filed by Famous Dave’s by dismissing Claimants’ MFA
claims against Famous Dave’s. Upon the dismissal of the MFA claims, Claimants voluntarily
dismissed their remaining claims against Famous Dave’s and entered into a confidential settlement
agreement and mutual release (the “Settlement Agreement”), dated August 22, 2016, with Famous
Dave’s. The Settlement Agreement included the following material terms: (i) the territorial rights
granted to Claimants in the Franchise Agreements were modified; (ii) the managing member of
Claimants (the “Consultant”) entered into a consulting agreement with Famous Dave’s that provided
for the design, development and build-out of a counter-service/line-service prototype barbecue
restaurant concept (the “Prototype”) and the payment of a consulting fee of $410,000 to the
Consultant in installments over a three-year period; and (iii) Claimants entered into a right of first offer
agreement with Famous Dave’s granting to a Claimant the first right to enter into an area development
agreement with Famous Dave’s for the development of seven Prototype restaurants in a reserved
territory in Arizona.

Tacoma BBQ, Inc. et. al. v. Famous Dave’s of America, Inc., FORUM, Case No. FA1705001729911.

On or about April 10, 2017, former franchisees of the Famous Dave’s® Restaurants in Midvale, Utah;
Layton, Utah; Jordan, Utah; Tukwila, Washington; Puyallup, Washington; Tacoma, Washington;
Silverdale, Washington; and Everett, Washington (“Claimants”) filed a Demand for Arbitration against
Famous Dave’s disputing Famous Dave’s assertion that the Claimants were in default under their
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Franchise Agreements and disputing Famous Dave’s performance under the Franchise Agreements.
On or about June 7, 2017, Famous Dave’s filed its Answer and Counterclaim denying the Claimants’
claims. The parties elected to enter into a confidential settlement agreement and mutual release of
all claims (the “Settlement Agreement”) dated December 6, 2017, which included the following
material terms: (i) Famous Dave’s consented to the sale of the Claimants’ restaurants to CD Holding
Company, LLC and, accordingly, terminated all of the applicable Franchise Agreements; (ii) the
Claimants paid to Famous Dave’s a settlement amount of $350,000; and (iii) the Claimants and
Famous Dave’s executed a mutual release of all claims.

Famous Dave’s of America, Inc. v. SR El Centro, Inc., et al., Superior Court of the State of California,
County of Los Angeles, Central Division, Case No. BC589329, filed July 24, 2015.

Famous Dave’s commenced this lawsuit against the former franchisees for the Famous Dave’s®
Restaurants in ElI Centro, Long Beach, Palmdale, Simi Valley, and Tracy, California, and others
(“Defendants”) based in part on the continued operation of the Restaurants as Famous Dave’s®
Restaurants using Famous Dave’s Marks and Restaurant System after the termination of their
Franchise Agreements by Famous Dave’s for failure to cure breaches of the Franchise Agreement,
including the failure to pay the Royalty and Marketing Fund Fees due under the Franchise
Agreements, within the prescribed cure period after receipt of written notice, in violation of the post-
termination obligations of the Franchise Agreements. Famous Dave’s alleged Lanham Act violations,
including federal trademark infringement, federal trademark dilution, federal unfair competition and
false advertising, and federal trade dress dilution; trademark infringement, trademark dilution, unfair
competition and false advertising under California law; common law trademark infringement; breach
of the Franchise Agreements; breach of the implied covenant of good faith and fair dealing; and
intentional interference with contract. Famous Dave’s sought injunctive relief to enjoin Defendants
from continuing to use the Marks and Restaurant System and enforcing compliance with the post-
termination obligations of the Franchise Agreements, and also sought damages in an amount that
was to be determined at trial, reasonable attorneys’ fees, interest and costs of suit. On September
29, 2018, the parties agreed to enter into a confidential settlement agreement and a mutual release
of claims (the “El Centro Settlement Agreement”), which contained the following material terms: (i)
Famous Dave’s paid $75,000 to SR Restaurant Holdings Group, Inc. as reimbursement for a portion
of the attorneys’ and other professional fees it allegedly incurred; (ii) Allan Gantes paid to SR
Restaurant Holdings Group, Inc. $7,500; (iii) Defendants agreed to de-identify the Restaurants in
Long Beach, California and Tracy, California; (iv) notices were provided to certain customers of the
Long Beach, California and Tracy, California Restaurants; and (v) Famous Dave’s consented to the
sale of certain Restaurant assets by SR El Centro FD, Inc. to Shoreline FD Investors, LLC, John
Gantes, and Allan Gantes (or an affiliate), so long as certain designated criteria were met. All of the
Famous Dave’s Franchise Agreements between the parties were terminated. As a result, the matter
was dismissed by the Superior Court of the State of California, County of Los Angeles, Central
Division on November 26, 2018.

On January 26, 2018, Famous Dave’s commenced an arbitration action pursuant to FORUM
Arbitration Rules against FDWNY, Inc. and Timothy Cloe, seeking past due fees, attorneys’ fees, and
costs. The parties agreed to settle the matter in exchange for the defendants’ payment of a settlement
amount in excess of $165,000 to Famous Dave’s.

SR El Centro, Inc., et al. v. Famous Dave’s of America, Inc., Superior Court of the State of California,
County of Los Angeles, Case No. NC060189, filed July 28, 2015.

The franchisees for the Famous Dave’s® Restaurants in El Centro, Long Beach, Palmdale, Simi
Valley, and Tracy, California (“Plaintiffs”) filed a complaint against Famous Dave’s in the South
Judicial District of the Superior Court of the County of Los Angeles. On March 10, 2016, Plaintiffs re-
filed this Complaint as a First Amended Cross-Complaint in matter described above [Famous Dave'’s
of America, Inc. v. SR El Centro, Inc., et al., Superior Court of the State of California, County of Los
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Angeles, Central Division, Case No. BC589329] alleging that Famous Dave’s breached the Franchise
Agreements for these Restaurants by failing to provide certain marketing support and access to
customer contact data, vendors, internet reporting and support to Plaintiffs, and failing to provide
operations and preferred practices training to Plaintiffs’ designated representative. Plaintiffs further
alleged that such conduct by Famous Dave’s was a breach of the covenant of good faith and fair
dealing. Plaintiffs also alleged that Famous Dave’s aided and abetted John and Allan Gantes in
breach of their fiduciary duty to Plaintiffs. Plaintiffs sought compensatory damages in an amount not
less than $20 million, punitive damages, costs and attorneys’ fees. On September 29, 2018, the
parties agreed to settle the matter in the El Centro Settlement Agreement described above. As a
result, the matter was dismissed by the Superior Court of the State of California, County of Los
Angeles, Central Division on November 26, 2018.

Concluded Arbitration and Litigation Involving VI BrandCo, LLC

In re: Restaurants Acquisition |, LLC (Giuliano vs. W. Craig Barber et. al. United States Bankruptcy
Court for the District of Delaware on December 2, 2015 (Case No. 15-12406 (KG)).

On December 1, 2017, the Chapter 7 trustee in the Restaurants Acquisition |, LLC (“RAI”) bankruptcy
proceeding filed suit in the United States Bankruptcy Court against our Chief Executive Officer W.
Craig Barber, our Chief Concept Officer — Family Restaurant Division Robert Langford and companies
owned jointly by them alleging avoidance, fraudulent transfer, breach of contract and breach of
fiduciary duty in connection with their executive roles with RAl and as members of Dynamic
Management Company, LLC related to the RAI's ownership and operation of Black-Eyed Pea and
Dixie House restaurants. On March 6, 2019, Barber and Langford each settled with the Chapter 7
trustee by each agreeing to pay to the trustee and estate separate payments totaling $150,000 each
over a three-year period.

Concluded Arbitration and Litigation Involving Wetzel’s Pretzels, LLC

Pretzelsdallas1, Inc. v. Wetzel's Pretzels, LLC (Los Angeles, California, AAA Case No.01-19-0002-
9326).

On or about July 19, 2017, we entered into a franchise agreement with Pretzelsdallas1, Inc. (then
known as Triple Scoops, Inc.). On or about September 11, 2019, Pretzelsdallas1, Inc.,
(“Claimant/Counter Respondent”) a franchisee, filed a demand for arbitration against Wetzel's
Pretzels, LLC (“Respondent/Counter Claimant”) with the American Arbitration Association in which it
alleged claims for (i) recission and restitution for intentional misrepresentation, (ii) recission and
restitution for negligent misrepresentation and (iii) violation of the California Corporations Code
§31201. Claimant/Counter Respondent sought $368,837 in damages. On or about February 26,
2020, Respondent/Counter Claimant filed an answer and counterclaim against Claimant/Counter
Respondent. Respondent/Counter Claimant alleged: (i) breach of contract- franchise agreement; (ii)
breach of contract — sublease agreement; (iii) breach of guaranty. Respondent/Counter Claimant
sought: judgment on its claims for payments on the franchise agreement in the amount of $133,600;
(i) judgment on its claims for payments on the sublease agreement in the amount of $14,8520;
judgment in its favor on its claims for payments on the guaranty in the amount of $148,450; (iv) interest
on the sums; (v) attorney’s fees; and (vi) any other relief the court deems fit. On September 24, 2021,
the parties entered into a settlement agreement, in which a mutual release of all claims was agreed
to, and Respondent/Counter Claimant paid Claimant/Counter Respondent the sum of $125,000. The
matter was subsequently dismissed with prejudice.

Concluded Arbitration and Litigation Involving Papa Murphy’s International, L.L.C.

DTD Pizza LLC, Brian Watson, Alton Spears, LMP Enterprises LLC, Pizza Enterprises LLC, Alan and
Denise Barnett, DOB Enterprises, Inc., Douglas and Lesia Billing, Rob & Bud's Pizza, Robert J.
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Dickerson Trust UA, Rob Dickerson, 4LM Enterprises, Inc., Jana and Randell Liles, Ben and Kim
Mayfield, SEAMS Holdings LLC, Scott and Erica Shelby, Robert Hoersting, PM _Savannah LLC,
James and Mona King, Hans King, Pizza For 4 Kings Corp, Alamo Quality Pizza I, LLC., Quality Pizza
Il LLC., Gerardo Torres, George Knost, Arkel Food Services, LLC., Reece Alexander Overcash, lll,
Angelo _S. Chantilis, Jr., Double AA Partners, LLC., Jeffrey L Comish, John Stalker, and Papa's of
Tennessee, LLC. v. Papa Murphy’s International LLC, Papa Murphy’s Company Stores, Inc., PMI
Holdings Inc., Papa Murphy’s Intermediate Inc., Papa Murphy’s Holdings, Inc., Lee Equity Partners
LLC, John D. Barr, Ken Calwell, Thomas H. Lee, Yoo Jin Kim, Benjamin Hochberq, John D. Schafer,
Achi Yaffe, Janet Pirus, Victoria Blackwell, Gail Lawson, Dan Harmon, Scott Mullen, Jayson Tipp,
Kevin King, Stephen Maeker, Steve Millard, Steve Figiola; Washington Superior Court, Clark County,
Case No. 14-2-00904-0.

and

Mitch and Kristen Brink, Brink Holdings Inc., Angela Buchannan, Tim Forester, Z-Axis, Inc., Heather
and Gary Nychyk, Bar N Pizza, LLC, John DeMattia, DeMattia LLC, a Texas Limited Liability
Company, Harry and Terry Olson, Hot Pizza Inc., Steven Pyatt, Craiqg Braun, David Mraz, JIM LLC,
Philip_and Maria Ahn Wilson, Papa South, LLC, Steven and Holly Mead, Thomas Lance, PMG
Tampa, LLC, llya and Chantal Rubin, Pie in the Sky LLC, Joanna and Glenn Patcha, Alchemy Foods
LLC, lan Hasinoff and Susan Lorimer, Eddrachillis LLC, Cole Kilen, Eye on the Pie LLC, Ann and
Harvey Callegan, Just for Fun, LLC, Eugene and Joy Hill, Conn, Edward Turnbull, Turnbull
Restaurant Group LP, Turnbull Restaurant Group GP, Conn, LLC, Loralie and Trey Bennett, Pizza
Revolution of Fort Walton Beach LLC, Pizza Revolution of Panama City LLC, Pizza Revolution at
Tyndall LLC, Steven Terry, Matthew and Cindy Terry, Alice_and Douglas Worthington, Thomas
Stephenson, Make Dough Enterprises Inc., Jared Richardson, Russell Crader, and Red Rust, LLC,
v. Papa Murphy'’s International LLC, Papa Murphy’s Company Stores, Inc., PMI Holdings Inc., Papa
Murphy’s Intermediate Inc., Murphy’s Holdings, Inc., Lee Equity Partners LLC, John D. Barr, Ken
Calwell, Thomas H. Lee, , Yoo Jin Kim, Benjamin Hochberg, John D. Schafer, Achi Yaffe, Janet Pirus,
Victoria Blackwell, Gail Lawson, Dan Harmon, Scott Mullen, Jayson Tipp, Kevin King, Stephen
Maeker, Steve Millard, Steve Figiola; Washington Superior Court, Clark County, Case No. 14-2-
01743-3.

These two related actions were commenced in April 2014 and June 2014, respectively, by separate
groups of current and former franchisees against us, certain members of our board of managers and
executive team, and others in Washington Superior Court (Clark County), alleging misrepresentations
involving financial performance representations in ITEM 19 of our franchise disclosure document the
franchisees’ local marketing obligations, among other things, and brought claims for violation of the
Washington Franchise Investment Protection Act (“WFIPA”), fraud, negligent misrepresentation and
breach of contract. These two actions were consolidated in September 2014 under Case Number
14-2-00904-0.

Each of the plaintiff groups have entered into settlements with Papa Murphy’s in which they dismissed
all of their claims against defendants with prejudice and the action was dismissed in June 2020. The
settlements are as follows: (1) one plaintiff group dismissed its claims against Papa Murphy’s for no
consideration; (2) two plaintiff groups agreed to pay amounts ranging from $5,000 to $8,000 to Papa
Murphy’s and remained in the system; (3) Papa Murphy’s agreed to pay one plaintiff group’s
advertising costs for one year, agreed to allow the franchisee to develop an additional franchise, and
agreed to return the franchisee’s initial development fee of $10,000; (4) another plaintiff group agreed
to remain in the system in exchange for Papa Murphy’s paying 3.8% of the franchisees’ sales towards
local advertising for a period of two years and extending the franchise agreement’s term for an
additional ten years; (5) Papa Murphy’s settled with fifteen different plaintiff groups and paid amounts
ranging from $10,000 per group to $4 million per group; (6) Papa Murphy’s agreed to purchase one
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plaintiff group’s nine Papa Murphy’s stores at an agreed upon value of the stores’ assets plus
$500,000; and (7) Papa Murphy’s agreed to purchase seven plaintiff groups’ Papa Murphy’s stores
at an agreed upon value of the stores’ assets.

Rob & Bud'’s Pizza, LLC v. Papa Murphy'’s International, Inc. and Papa Murphy'’s International, LLC;
United States District Court for the Western District of Washington, Case No. 5:15-cv-05090-TLB.

In spring 2015, Papa Murphy’s sent a notice of default to plaintiff for alleged defaults under the
plaintiff's franchise agreements. In response, on April 17, 2015, the plaintiff brought an action seeking
a declaratory judgment and injunction preventing Papa Murphy’s from terminating the franchises.
The plaintiff subsequently added claims in the case alleging that Papa Murphy’s tortiously interfered
with the plaintiff's employees and negligence in how Papa Murphy’s handled the plaintiff's customer
database, and sought compensatory damages, punitive damages and costs in an unspecified
amount. The plaintiff was also a plaintiff in the LMP case described above. The case has been
dismissed with prejudice as part of a settlement with plaintiff in this case and the LMP case under
which Papa Murphy’s purchased plaintiff's nine Papa Murphy’s stores at an agreed upon value of the
stores’ assets plus $500,000.

PUBLIC AGENCY ACTIONS AGAINST
MTY USA, AFFILIATES AND/OR THEIR PREDECESSORS

Concluded State Administrative Actions Involving SFF, LLC, successor in interest to
SweetFrog Enterprises, LLC

In the Matter of SweetFroq Enterprises, LLC f.k.a. Imagination Enterprises, Inc., d/b/a Sweet Frog,
Administrative Proceeding Before the Securities Commissioner of Maryland, Case No. 2012-0055.

As a result of an inquiry into the franchise related activities of SweetFrog Enterprises, LLC, (“SFE”)
the Maryland Securities Commissioner (“Commissioner”) concluded that grounds existed to allege
that SFE violated the registration and disclosure provisions of the Maryland Franchise Law in relation
to the offer and sale of certain license agreements. SFE acknowledged that those license agreements
constituted franchises as defined under the Maryland Franchise Law. SFE represented that it entered
into license agreements with eight Maryland licensees during the time it was not registered to offer
and sell franchises in Maryland. On August 29, 2012, the Commissioner and SFE agreed to enter
into a consent order whereby SFE, without admitting or denying any violations of the law, agreed to:
(i) immediately and permanently cease from the offer and sale of franchises in violation of the
Maryland Franchise Law; (ii) file and diligently pursue an application for an initial franchise registration
in Maryland relating to the license agreements it offered and sold to Maryland licensees; and (iii) to
offer to rescind the license agreements of all Maryland licensees to whom it sold unregistered
franchises. We are not aware of any licensees that accepted the rescission and have made a good
faith effort to obtain that information.

Concluded State Administrative Actions Involving Predecessor Blimpie Associates, Ltd.

In May 1992, Blimpie Associates, Ltd. (“Blimpie”) and Joseph Dornbush (formerly the President of
Blimpie) (collectively “Respondents”) responded to a claim by the New York Department of Law that
it had sold franchises during a period of time when Blimpie’s prospectus had not been updated by
amendment. Without the admission of any wrongdoing, Respondents consented to the entry of an
order in which Respondents agreed: (i) to entry of a judgment enjoining them from further violations
of the New York Franchise Sales Act; and (ii) to pay the sum of $18,000 to the State of New York as
an additional allowance. Respondents paid the $18,000 in May 1992 and executed the consent
judgment on August 25, 1992.
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Concluded State Administrative Actions Involving Maui Wowi Franchising, Inc., predecessor
in interest to Kahala Franchising, L.L.C.

In the Matter of Maui Wowi Franchising, Inc., Before the Securities Commissioner of Maryland, Case
No. 2005-0651.

On November 11, 2005, Maui Wowi Franchising, Inc., the predecessor franchisor of the Maui Wowi
brand (“MWEF”), entered into a Consent Order with the Securities Commissioner of Maryland
(“Commissioner”) resulting from MWF inadvertently entering into four franchise agreements with
Maryland residents after its registration in Maryland expired on June 9, 2004 (“Maryland
Franchisees”). The Consent Order required MWF to cease and desist from the offer and sale of
unregistered franchises in Maryland; to diligently pursue the completion of its then pending
application; to register its Offering Circular in Maryland; to develop and implement new franchise
law compliance procedures to ensure future compliance with the registration and disclosure
provisions of Maryland Franchise Law; and to enroll an officer and a franchise compliance person in
a franchise law compliance training program. Upon notification by the Commissioner, MWF sent to
the Maryland Franchisees the registered Offering Circular, a copy of the Consent Order, and a letter
notifying the Maryland Franchisees that they could rescind their franchise agreements. At this time,
MWEF is in full compliance with the Consent Order.

In the Matter of Maui Wowi Franchising, Inc., Before the Securities Commissioner of Maryland, Case
No. 2007-0194.

On September 12, 2007, “MWF” entered into a Consent Order with the Maryland Commissioner
resulting from MWF inadvertently entering into two franchise agreements with two Maryland residents
(“Second Maryland Franchisees”) without delivering to them the appropriate Offering Circular. MWF
was registered in the State of Maryland at the time of the offer and sale with an Offering Circular
containing certain specific information required only by Maryland law. At the same time, MWF used
a second form of Offering Circular in other states that did not contain all of the information required
by Maryland law. Prior to the execution of the franchise agreements with the Second Maryland
Franchisees, MWF accidentally delivered to them the Offering Circular that did not contain the
Maryland-specific information. We subsequently reported these mistakes to the Commissioner. The
Consent Order required MWF to cease and desist from the offer and sale of franchises in Maryland
in violation of the Maryland Franchise Law; to diligently pursue the completion of its then pending
application to register its Offering Circular in Maryland; to implement additional compliance measures
to ensure future compliance with the Maryland Franchise Law; to employ an approved franchise law
compliance training program or trainer to monitor MWF’s franchise activities in Maryland for two
years; and to reimburse the Maryland Attorney General for its investigation and resolution costs in
the total amount of $2,500. Additionally, MWF was required to provide to the Second Maryland
Franchisees the registered Offering Circular, a copy of the Consent Order, and a letter notifying the
Second Maryland Franchisees that they have a right to rescind their franchise agreements. The
Commissioner and MWF subsequently entered into an Amended Consent Order in which MWF
elected to withdraw from the State of Maryland instead of employing a compliance monitor, with the
agreement to employ a monitor if MWF was to re-register in the State of Maryland. MWEF fully
complied with the Amended Consent Order, and subsequently employed a compliance monitor and
was granted registration in the State of Maryland.

Concluded State Administrative Actions, Arbitration, and Litigation Involving BF Acquisition
Holdings, LLC and/or its predecessors
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State of Maryland Determination; Case Number 2012-0073.

In February 2012, the State of Maryland alleged that during the period January 1, 2009 to November
26, 2009, Triune, LLC (“Triune”): (i) did not retain signed acknowledgements of receipt reflecting the
dates that its Franchise Disclosure Document was delivered to certain Maryland residents and non-
residents; (ii) sold franchises to certain Maryland residents and non-residents without providing them
with a copy of a 2009 Franchise Disclosure Document; (iii) sold franchises to certain Maryland
residents and non-residents without providing them with a copy of a 2009 Franchise Disclosure
Document that contained its 2008 financial statements with a going concern note from its auditors
resulting from the unfavorable financial condition of its parent company; and (iv) sold franchises to
certain Maryland residents and non-residents without including, or abiding with, a deferral condition
in their Franchise Agreements that was imposed upon it by the State of Maryland, all as required by
the Maryland Franchise Registration and Disclosure Law (the “Maryland Law”) and in violation of the
Maryland Law. Without admitting or denying the allegations, in September 2012, Triune voluntarily
entered into a Consent Order with the Office of the Attorney General of Maryland and agreed to: (i)
not violate the Maryland Law in the future; (ii) pay the Office of the Attorney General the sum of
$50,000 as a civil penalty; (iii) retain copies of all acknowledgments of receipt confirming dates that
prospective Maryland franchisees received any Maryland Franchise Disclosure Documents; (iv)
comply with the disclosure and antifraud provisions of the Maryland Franchise Law and the record
keeping and escrow requirements of the Code of Maryland Regulations; and (v) send a copy of the
Consent Order to certain Maryland franchisees.

State of Virginia Determination; Case Number SEC-2012-00027.

In February 2012, the Division of Securities and Retail Franchising of the State Corporation
Commission (the "Commission") alleged that during 2009 Triune, LLC (“Triune”): (i) offered or sold
franchises in Virginia in 2009 that were not registered under the Virginia Retail Franchising Act (the
“Virginia Act”); (ii) offered or sold franchises in Virginia without disclosing that it was not registered to
do so; (iii) failed to provide material information regarding the parent company’s unfavorable financial
condition and the potential impact that it could have on Triune as stated in a going concern note in its
2008 financial statements from its auditors; and (iv) failed to provide a prospective franchisee with a
copy of its Franchise Disclosure Document as required by rule or order of the Commission at least
14 calendar days before the prospective franchisee signed a binding agreement or made any
payment to it in connection with the sale or offer to sell a franchise in Virginia. Without admitting or
denying the allegations, on November 26, 2012, Triune voluntarily entered into a Settlement Order
with the Commission and agreed: (i) to not violate the Virginia Act in the future; (ii) to pay Virginia the
sum of $25,000 as a penalty and the sum of $5,000 to defray the Commission’s costs of investigation;
(iii) to offer certain Virginia franchisees a refund of their initial franchise fees; and (iv) to send a copy
of the Settlement Order to certain Virginia franchisees.

Lawsuits Filed by Franchisor Kahala Franchising, L.L.C. Against Franchisees During Fiscal
Year December 1, 2022 through November 30, 2023

Suit for Breach of Contract
Kahala Franchising, L.L.C. v. Hunter Hammond Enterprises, L.L.C. and Keith Hammond; In The
Superior Court Of Harris County State Of Georgia; Civil Action File No.: 23-CV-379.

Other than these actions, no litigation is required to be disclosed in this Item.
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ITEM 4: BANKRUPTCY

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

ITEM 5: INITIAL FEES

The initial franchise fee (“Initial Franchise Fee”) for your first traditional TacoTime restaurant
is $30,000. The Initial Franchise Fee is reduced for your second and each subsequent traditional
restaurant to $17,500. The Initial Franchise Fee for your first non-traditional TacoTime restaurant is
$7,500. The Initial Franchise Fee is reduced for your second and each subsequent non-traditional
restaurant to $5,000.

If you are currently an active or active reserve member of the U.S. Armed Forces, have been
honorably discharged from the U.S. Armed Forces (“Eligible Military”), or are a 501(c)(3) organization
(“501(c)(3)”), you will receive a 20% discount on the Initial Franchise Fee.

The initial fees to be paid to us and/or our affiliate(s) before the franchisee’s business opens
are indicated on the chart below and in the notes to the chart. The initial fees to be paid to us and/or
our affiliate(s) before the franchisee’s business opens are the total of the Initial Franchise Fee, lease
review fee (if any) and the cost of wall décor and menu boards (if payable to us), and ranges from
$16,000 to $33,500 for a non-traditional location, and from $31,000 to $61,000 for a traditional
location. These amounts do not include the Document Administration Fee, which is generally required
if there is an amendment to your Franchise Agreement, including if there is less than a 50% change
in the ownership of Franchisee.

For the 2021 fiscal year, the formula used to calculate the range of initial fees paid to us and/or
our affiliate(s) before the franchisee’s business opened was: the total of the initial franchise fee, lease
review fee (if any), lease guarantee fee (if any) and the cost of items purchased from Neptune
Equipment. The factors that determined these amounts were: (i) if the Initial Franchise Fee was
discounted or waived; (ii) if the restaurant was traditional or non-traditional (for the 2020 fiscal year,
the cost of a non-traditional franchise was $7,500 and was reduced to $5,000 for the second and
subsequent restaurant); (iii) if the restaurant was the franchisee’s first, second, or subsequent
franchise (the initial franchise fee was reduced for the second and subsequent restaurant during the
2020 fiscal year); (iv) the lease review fee if the franchisee requested a full lease review (v) the lease
guarantee fee if the franchisee requested we guarantee their lease and Kahala Franchising or its
affiliate agreed to be a guarantor on the franchisee’s lease; and (vi) the cost of items purchased from
our affiliate, Neptune Equipment, which depended on the equipment purchased.

There are no refunds of the Initial Franchise Fee under any circumstances. We may
periodically reduce the Initial Franchise Fee in connection with limited time promotions, new concepts
and/or operational programs. We may vary the terms of our franchises in connection with testing new
marketing, branding and/or operational programs. These tests are generally conducted with
experienced, existing franchisees and may include incentives and other rights which are not available
to all franchisees. If you sign the Franchise Agreement in connection with a transfer or renewal, you
will not pay the Initial Franchise Fee.

We may offer you the option to purchase a license to sell additional signature products in your
TacoTime restaurant and to use the signature products trademark(s) as signature products are
developed. We estimate that the fees associated with acquiring license(s) to sell additional products
will be between $2,500 and $5,000 although these license fees may be modified from time to time.
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CATEGORY | AMOUNT METHOD DUE DATE TO WHOM | REFUNDABILITY
OF PMT IS
PAYMENT MADE

Initial $30,000 Lump Sum Signing of the Kahala See Note (1)
Franchise Franchise Agreement | Franchising
Fee — first (reduced to
traditional $24,000 for
location Eligible

Military and

501(c)(3))
Initial $17,500 Lump Sum Signing of the Kahala See Note (1)
Franchise Franchise Agreement | Franchising
Fee — (reduced to
second $14,000 for
traditional Eligible
location and | Military and
each 501(c)(3))
afterward
Initial $7,500 Lump Sum Signing of the Kahala See Note (1)
Franchise Franchise Agreement | Franchising
Fee — first (reduced to
non- $6,000 for
traditional Eligible
location Military and

501(c)(3))
Initial $5,000 Lump Sum Signing of the Kahala See Note (1)
Franchise Franchise Agreement | Franchising
Fee — (reduced to
second non- | $4,000 for
traditional Eligible
location and | Military and
each 501(c)(3))
afterward
Grand $10,000 for | Lump Sum Signing of the Lease | Kahala See Note (1)
Opening a traditional Agreement (if Franchising
Marketing store and applicable)

$5,000 for a

non-

traditional

store
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CATEGORY | AMOUNT METHOD DUE DATE TO WHOM | REFUNDABILITY
OF PMT IS
PAYMENT MADE

Lease 10% of the | Lump Sum | Signing of the lease | Kahala See Note (1)
Guarantee total guarantee agreement | Franchising
Fee amount (if applicable) or its affiliate

guaranteed, who

. uptoa guarantees

(optional) maximum the lease

payment of

$10,000 (if

applicable)

(Note 2)
Lease $0 to Lump Sum | When you request Kahala See Note (1)
Review Fee | $2,500 review by Kahala Franchising
(optional) (Note 3) Management’s real

estate department
Menu boards | $7,000 to Lump sum When invoiced Neptune See Note (1)
andwall $8,500 Equipment
décor (Note 4)
Notes:

(1)

There are no refunds under any circumstances. Kahala Franchising does not offer any

financing of the Initial Franchise Fee. We may periodically reduce the Initial Franchise Fee in
connection with limited time promotions, new concepts and/or operational programs.

(2) If, after a request by you, Kahala Franchising or any of its affiliates agree, in their sole
and absolute discretion, to guarantee your lease with the applicable third party landlord for the
TacoTime restaurant you are developing, you will pay Kahala Franchising or its affiliate a lease
guarantee fee in the amount of 10% of the total amount of the rental obligations being guaranteed
under the lease upon the execution of the lease and associated guarantee with the third party
landlord, up to a maximum payment of $10,000. This fee is not refundable (See Exhibit M: Lease
Guaranty Acknowledgement).

(3) If, prior to executing the lease, you request Kahala Management’s real estate
department review your lease and provide suggested changes to you, a $1,250 lease review fee shall
be paid by you to Kahala Franchising (‘Lease Review Fee”) upon your request to Kahala
Management’s real estate department. The Lease Review Fee is non-refundable. This is an optional
service, with the determination of whether to utilize Kahala Management’s real estate department to
be made in your sole discretion.

(4) Certain items will be purchased from Neptune Equipment, an affiliate of Kahala
Franchising.

ITEM 6: OTHER FEES
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Column 1 Column 2 Column 3 Column 4
Type of Fee Amount Due Date Remarks
Royalty Fee Royalty Fee is the greater | Withdrawn “Gross Sales” include all
and Surcharge | of the following: (i) 6% of electronically revenue from the Franchised
(Notes 1 and 9) | total weekly Gross Sales from your Business excluding sales tax
or (ii) $400 per week. Depository and authorized refunds, credits
Surcharge is a maximum Account each and allowances.
of $10 per week in addition | Thursday
to the Royalty Fee. (Note 3)

(Note 2)

Advertising Up to 4% of weekly Gross | Same as Royalty | The Advertising Fees are
Fees Sales Fee (Note 3) deposited as follows: 1% to the
(Note 1) National Fund and 3% to the
Regional Fund for your
Cooperative or your store (Note
4).
Additional $1250 per person ($500 2 weeks prior to | The training of two individuals
Persons per person for the In-Store | beginning of is included in the Initial
Training Fee portion of the Training training Franchise Fee. The Additional
(Note 1) Program, and $750 per Persons Training Fee is for any
person for the New Owner additional persons who attend
Training portion of the the Training Program.
Training Program)
Additional $300 per person per day At time of Payable if we require or you
Training Fee training request additional training after
(Note 1) attending the Training Program.

Annual Meeting
Registration
Fee (Notes 1

Up to $1,000 plus
incidental costs to attend

60-90 days prior
to the Meeting

We will debit your Depository
Account for this fee, which is
non-refundable. This fee is

and 5) charged to all franchisees
whether or not they attend the
Meeting.
Depository $3,000 (must be Signing of (Note 3)
Account replenished on a regular Franchise
basis) Agreement
Data Fees Up to $75 per month Same as Royalty | Fee for collecting or polling

(Notes 1 and 6)

(Subject to reasonable
annual and/or service
enhancement increases)

data from your POS System.

POS Help Desk
Phone Support
Maintenance
Contract Fee

$55 per month

Last Thursday of
each month

We will debit your Depository
Account for this fee.

Gift Card Currently 11% of the On the 2 Data processor will debit your
Redemption amount of the gift card business day of | Depository Account on behalf
Fee redemption each month of Kahala Management.
Renewal 50% of the then-current Signing of new Applicable if you are renewing
Franchise Fee Initial Franchise Fee not Franchise your Franchise Agreement.
(Note 1) including any discounts or | Agreement at

reductions renewal
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Column 1 Column 2 Column 3 Column 4
Type of Fee Amount Due Date Remarks
Transfer $7,500 Prior to Payable if you are purchasing
Franchise Fee completion of your Franchised Business as a
— traditional transfer result of a full. A full transfer is,
locations (Note including, but not limited to, a
1) transfer of 50% or more
ownership or control.
Transfer $5,000 for non-traditional Prior to Payable if you are purchasing
Franchise Fee locations completion of your Franchised Business as a
—non- transfer result of a full transfer. A full
traditional transfer is including, but not
locations limited to, a transfer of 50% or
(Note 1) more ownership or control.
Relocation Fee | $500 At signing of Payable if we approve the
(Note 1) relocation relocation of your store.
amendment to
Franchise
Agreement
Transfer $2,500 for two (2) Prior to Payable if you purchase your
Training Fee individuals ($500 for each | consummation Franchised Business as a
(Note 1) additional individual) of transfer result of a full transfer from
another franchisee.
Document $500 As incurred Applicable if an amendment
Administration (Note 7) must be prepared, including for

Fee

an affiliate transfer.

Default Interest
(Notes 1 and 8)

$50 plus interest at 1-1/2%
per month or maximum
legal rate, if less ("Default
Rate")

Payable upon
assessment

Payable on all overdue
amounts.

Late Report $100 per report Payable upon Payable if any required

Fee (Note 1) assessment financial statement or report is
delinquent.

Sublease Late | 5% of the late or unpaid As incurred Payable to our affiliate if you

Charge amount plus any late are subleasing your restaurant
charges and interest space from our affiliate.
incurred under the Master
Lease as a result of the late
payment (where
applicable).

Collection All collection costs Payable upon Payable only if we are required

Costs including, but not limited assessment to retain an attorney or

(Note 1) to, reasonable attorneys' collection agency to collect

fees

delinquent payments from you.
We will also collect as damages
any attorneys’ fees and costs
incurred by us in defending
claims that arise due to your
actions as a TacoTime
franchisee.
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Column 1 Column 2 Column 3 Column 4
Type of Fee Amount Due Date Remarks
Non-Sufficient $50 for each electronic Payable upon Payable only if your electronic
Funds Fee funds transfer returned for | assessment funds transfer from your
(Note 1) non-sufficient funds; $25 Depository Account or any
for each check or draft check you remit to us is
returned for non-sufficient returned for non-sufficient
funds funds.
Audit Cost of Audit plus interest | Payable upon Payable only if audit is caused
(Note 1) at Default Rate on assessment by your failure to furnish reports
underpayments or the or if audit reveals an
maximum rate permissible understatement of fees or
by law (Note 9) assessment of 5% or more.
New Supplier A charge not to exceed the | Payable upon Payable by either you or the
Approval Fee reasonable cost of the assessment proposed supplier if you
(Note 1) inspection and the actual request our approval of a new
cost of the test not to or alternative supplier.
exceed $5,000.
Early The average monthly 30 days priorto | You must provide us with 90
Termination Royalty and Advertising the early closing | days prior written notice of the

Damages (Note

1)

Fees paid for any
consecutive 12 month
period within the preceding
48 month period multiplied
by the number of months
remaining in the term of
the Franchise Agreement,
and the product is divided
by 2.

of the restaurant.

termination of your Franchise
Agreement.

Non- $100 per day Payable upon For failure to participate in
Participation assessment local, regional, seasonal,
Fee promotional and other
(Note 1) programs, initiative and
campaigns
Management 6% of the Franchised Payable with If we assume the management
Fee Business’ Gross Sales (in | Royalty and of your Franchised Business for
addition to the Royalty Fee | Advertising Fee | any period of time.
and Advertising Fee) plus
our direct out-of-pocket
costs and expenses.
Notes:

(1) These fees are collected by Kahala Franchising, are payable to Kahala Franchising,
and are non-refundable. These fees are uniformly imposed by us; however, we, in our sole discretion,
may reduce or waive a one-time fee (i.e., transfer franchise fee, renewal franchise fee, etc.) or may
waive or reduce an ongoing fee (i.e., Royalty Fee or Advertising Fees) for a defined period of time.

(2) For traditional TacoTime restaurants, the Royalty Fee will be the greater of: (i) 6% of
the total weekly Gross Sales or (ii) $400 per week. For non-traditional TacoTime restaurants, the
Royalty Fee is 6% of total weekly Gross Sales with no minimum royalty. In our sole discretion, we
may charge, in addition to the Royalty Fee, a Surcharge of up to $10 per week if your Franchised
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Business is located in a state that imposes additional reporting requirements on a franchisor.
Currently, New York is the only state that has imposed the additional reporting requirements.

(3) At the time you sign the Franchise Agreement, you will set up a depository account of
a minimum of $3,000 with your local banking institution. You are required to maintain a minimum
balance of $3,000 in this account at all times. This will mean that you must replenish the depository
account to $3,000 after Kahala Franchising makes any withdrawals. (A Pre-Authorized Electronic
Funds Transfer Form by and payable to Franchisor is attached as Exhibit P).

(4) Kahala Franchising directs that Advertising Fees be paid to us, for a national
advertising fund (“National Fund”) designated by us, and/or, in our sole discretion, to a designated
approved regional advertising fund (“Regional Fund”, and together with the National Fund, the
“Advertising Fund” or “Fund”). Upon thirty (30) days’ notice by us to you, we may unilaterally increase
the Advertising Fee from its current level not to exceed four percent (4%) of your weekly Gross Sales.
We encourage the formation of franchisee cooperative advertising associations (each a
“Cooperative”). If a Cooperative is formed for your region, you must financially contribute to the
Cooperative as required by us. Failure to do so will be deemed a breach of the Franchise Agreement
and you may also, in Franchisor's sole discretion, or lose your right to vote on decisions the
Cooperative makes. The membership of the Cooperative is defined by us according to your market
area. Except in limited circumstances, all TacoTime franchisees located within the Cooperative
market area must contribute to the Regional Fund at the same rate, which is currently 3% of your
weekly Gross Sales. If no Cooperative exists where your restaurant is located, your store will be
considered a “single store” cooperative and you must contribute to the Regional Fund for your store,
which is currently also 3% of your weekly Gross Sales. In limited cases in our sole discretion (for
example, certain international restaurants or non-traditional restaurants such as airport or university
locations that require different advertising support), some stores may not be obligated to contribute
to the Fund. For each of our company-owned or affiliate-owned restaurants, it's our policy that such
restaurants make contributions to the Fund at a rate equal to the lowest rate a franchisee is then-
required to contribute. Outlets owned by an affiliate of Kahala Franchising have the same voting
power as franchisee owned outlets. On our request, you must assist in establishing a Cooperative or
in deciding how to allocate contributions we may make to the Cooperative. We reserve the right to
establish general standards concerning the operation of a Cooperative, to specify the advertising
agencies a Cooperative must retain, and to designate advertising programs a Cooperative must
conduct. Notwithstanding anything to the contrary, no Cooperative may make decisions or spend
advertising contributions without our prior written approval. (See Exhibit E: Franchise Agreement —
Section 5.4)

(5) If we hold an annual meeting (“Meeting”), the Meeting will be held at various locations
throughout the United States and/or online as we may designate in our sole discretion, and may offer
valuable continuing education programs. Because the planning and funding of the Meeting must be
done well in advance and requires a substantial financial commitment, we have the right to debit your
Depository Account for the Annual Meeting Registration Fee up to $1,000 at any time sixty to ninety
(60-90) days prior to the first day of the Meeting. This fee is not refundable and will be debited from
all franchisees’ accounts (even if you do not attend the Meeting). If you do not attend the Meeting,
we will send to you one full set of the substantive materials that were presented at the Meeting.

(6) We may collect a weekly data polling fee for the collection of data from your restaurant
sales for the POS System for your restaurant. Currently, the fee is up to $75 per month, and is subject
to reasonable annual and/or service enhancement increases.

(7) The Document Administration Fee in the amount of $500 will be charged to you if an
amendment to your franchise documents must be prepared.

(8) Interest begins from the date of the underpayment.
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(9) Franchisor has the absolute right to charge Franchisee the greater of: three (3) times
the fixed Royalty fee; or, if on a percentage Royalty fee the Royalties may be increased to up to
eighteen percent (18%) of Gross Sales with respect to any period during which Franchisee is in
breach or default of its/his/her obligations under this Agreement. The Royalties paid or owing to
Franchisor with respect to the period during which Franchisee is in breach or default are referred to

as “Breaching Royalties.”
period, regardless of the length of the actual breach or default.

ITEM 7: ESTIMATED INITIAL INVESTMENT
YOUR ESTIMATED INITIAL INVESTMENT

Traditional TacoTime Restaurant —

Breaching Royalties will be charged for a minimum fourteen (14) day

Column 1 Column 2 Column 3 Column 4 Column 5 Column 6
Type of Amount Amount Method of When Due To Whom
Expenditur (low (high) Payment Payment is to
e be Made
Initial $14,000 $30,000 Lump Sum At Signing of | Us
Franchise Franchise
Fee Agreement
(Note 1)
Lease $0 $2,500 Lump Sum When you Us
Review Fee request review
by Kahala
Management’s
real estate
department
Rent/Securit | $6,000 $20,000 As Incurred Prior to Landlord(s)
y Deposit Opening
(for 3
months)
(Note 2)
Travel and $3,000 $7,500 As Incurred During Airlines,
Living Training Hotels,
Expenses (2 Restaurants,
persons) etc.
while
training, not
including
salaries, if
any, for you
and your
employees
Real Estate | (Note 2) (Note 2) (Note 2) (Note 2) (Note 2)
Architectural | $7,000 $18,000 As Incurred Prior to Licensed and
Fees Opening Approved
Architect
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Column 1 Column 2 Column 3 Column 4 Column 5 Column 6
Type of Amount Amount Method of When Due To Whom
Expenditur (low (high) Payment Payment is to
e be Made
Leasehold $178,500 $398,000 As Incurred Prior to Approved
Improvemen Opening Contractors
ts (Note 3) and Vendors
Restaurant | $92,000 $189,500 Lump Sum Prior to Approved
Equipment, Opening Vendors and
Furniture, Suppliers
Small
Wares,
Interior
Signage
and Menu
Panels
(Note 4)
Exterior $7,000 $32,000 As Incurred Prior to Approved
Signage Opening Vendors and
Suppliers
Computer $3,000 $15,000 Lump Sum Prior to Approved
Hardware, Opening Suppliers
Software
(POS
System)
PCI $150 $1,300 As billed by As billed by Approved
Compliance third party third party Vendor
Costs vendor vendor
Opening $4,000 $10,000 As Incurred Prior to Approved
Inventory Opening Suppliers
(food and
paper)
(Note 5)
Business $3,000 $12,000 Lump Sum Prior to Insurance
Insurance Opening Company/Age
(Note 6) nt
Miscellaneo | $8,000 $19,000 As Incurred As Incurred Approved
us Opening Suppliers,
Costs (Note Utilities, etc.
7)
Grand $10,000 $10,000 Lump Sum Earlier of; US(Note 8)
Opening prior to
Marketing execution of a
lease or prior
to construction
of premise
Depository | $3,000 $3,000 Lump Sum Signing of Your bank (we
Account (must be Franchise have the right
(Note 9) replenished on | Agreement to withdraw
a regular from this
basis) account)

Page -35-




Column 1 Column 2 Column 3 Column 4 Column 5 Column 6
Type of Amount Amount Method of When Due To Whom
Expenditur (low (high) Payment Payment is to
e be Made
Additional $5,000 $20,000 As Incurred As Incurred Us
Funds - 3 Employees,
month initial Various Third
period (Note Parties
10)
TOTAL $343,650 $787,800 (Does not include real estate costs, construction
(Note 11) of the building, or rent for the business location
except for the initial security deposit.)
YOUR ESTIMATED INITIAL INVESTMENT
Non-Traditional TacoTime Restaurant
Column1 | Column 2 Column 3 Column 4 Column 5 Column 6
Type of Amount Amount Method of When Due To Whom
Expenditu (low) (high) Payment Payment is to be
re Made
Initial $4,000 $30,000 Lump Sum At Signing Us
Franchise of Franchise
Fee Agreement
(Note 1)
Lease $0 $2,500 Lump Sum When you Us
Review request
Fee review by
Kahala
Managemen
t's real
estate
department
Rent/Secur | $6,000 $20,000 As Incurred Prior to Landlord(s)
ity Deposit Opening
(for 3
months)
(Note 2)
Travel and | $3,000 $7,500 As Incurred During Airlines, Hotels,
Living Training Restaurants, etc.
Expenses (2
persons)
while
training, not
including
salaries, if
any, for you
and your
employees
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Column1 | Column 2 Column 3 Column 4 Column 5 Column 6
Type of Amount Amount Method of When Due To Whom

Expenditu (low) (high) Payment Payment is to be

re Made

Real (Note 2) (Note 2) (Note 2) (Note 2) (Note 2)

Estate

Architectur | $5,000 $18,000 As Incurred Prior to Licensed and

al Fees Opening Approved

Architect

Leasehold | $43,000 $199,000 As Incurred Prior to Approved

Improveme Opening Contractors and

nts Vendors

(Note 3)

Restaurant | $53,000 $168,000 Lump Sum Prior to Approved

Equipment, Opening Vendors and

Furniture, Suppliers

Small

Wares,

Interior

Signage

and Menu

Panels

(Note4)

Exterior $5,000 $16,000 As Incurred Prior to Approved Sign

Signage Opening Company

Computer | $10,000 $15,000 Lump Sum Prior to Approved

Hardware, Opening Suppliers

Software

(POS

System)

PCI $150 $1,300 As billed by third | As billed by | Approved Vendor

Complianc party vendor third party

e Costs vendor

Opening $2,500 $7,000 As Incurred Prior to Approved

Inventory Opening Suppliers

(food and

paper)

(Note 5)

Business $1,000 $5,000 Lump Sum Prior to Insurance

Insurance Opening Company/Agent

(Note 6)

Miscellane | $5,000 $10,000 As Incurred As Incurred | Approved

ous Suppliers,

Opening Utilities, etc.

Costs

(Note 7)
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Column1 | Column2 | Column 3 Column 4 Column 5 Column 6
Type of Amount Amount Method of When Due To Whom
Expenditu (low) (high) Payment Payment is to be
re Made

Grand $5,000 $5,000 Lump Sum Earlier of; us
Opening prior to
Marketing execution of

a lease or

prior to

construction

of premise
Depository | $3,000 $3,000 Lump Sum (must | Signing of Your bank (we
Account be replenished on | Franchise have the right to
(Note 9) a regular basis) Agreement | withdraw from

this account)
Additional $5,000 $20,000 As Incurred As Incurred | Us, Employees,
Funds - 3 Various Third
month Parties
initial
period
(Note 10)
TOTAL $150,650 $527,300 (Does not include real estate costs and/or rent for
(Note 11) the business location except for the initial security
deposit.)
Notes:

(1) The Initial Franchise Fee includes the training fee for two individuals.

(2) If you do not own a suitable premises approved by us, you must lease or purchase the
premises for your TacoTime restaurant. If you decide to lease the premises, the landlord will
generally require a security deposit, the amount of which generally ranges from one month of monthly
rent to six months of monthly rent. The amount of your security deposit will vary according to your
area, the type of location (enclosed mall, strip center, or free-standing building), and various other
factors. A lease security deposit may be non-refundable and is paid directly to the landlord of the
premises. If you decide to purchase land and construct your own building or buy an existing building,
you can expect to add the cost of the real estate to the total investment. Real estate costs vary
considerably depending on fair market values in your area; size, condition, and location of the
premises; and municipal requirements.

(3) The Landlord may provide some leasehold improvements, but if not, they will be at
your expense. The total amount of leasehold improvements for your TacoTime restaurant will vary
greatly, depending on the type of premises for your restaurant, condition of the premises, and what
improvements you require. To avoid excessive construction costs, it is strongly recommended that
you choose contractors carefully by obtaining several competitive bids before construction begins.
These estimates are based on constructing a 1,700 square foot vanilla shell for a traditional location
or a 600 square foot vanilla shell for a non-traditional location, electrical requirements and HVAC per
site standards of the brand. This amount is based upon a national average for labor costs and does
not include extensive renovations. Construction costs also vary considerably depending on fair
market values in your area; size, condition, and location of the premises; labor costs (union versus
non-union); and equipment requirements. The typical traditional TacoTime restaurantis 1,700 square
feet. The target square footage needed to establish your TacoTime restaurant is approximately 600
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square feet for a non-traditional restaurant. There is a wide range of probable locations that a
TacoTime restaurant could be in, and therefore, a wide range for the approximate size of the property
and building. Typical locations for a traditional restaurant are strip shopping centers, lifestyle centers,
business centers, regional centers, malls or downtown areas that could range in size from 1,700
square feet for a stand-alone location to over one million square feet for a large regional shopping
mall. Typical locations for a non-traditional restaurant are airports, kiosks, convenience stores, malls,
stadiums, entertainment pavilions, amusement parks, sports or entertainment venues, train stations,
travel plazas, toll roads, cafeterias, retail stores, military bases, hospitals, hotels, casinos and high
school and college campuses.

(4) This amount includes estimated costs of furniture, furnishings, installations,
equipment, trade fixtures, and certain other items on the restaurant premises, the amount and specific
items of which will vary depending upon the location, size and condition of a particular restaurant.
You must purchase restaurant equipment for your TacoTime restaurant from approved vendors and
according to our specifications. A list of approved distributors for our approved vendors is maintained
by our purchasing department and will be provided to you during the pre-opening and/or construction
phase for your Franchised Business. Updates will be provided to you as changes are made (i.e.,
additions and deletions) to the list of approved distributors for our approved vendors.

(5) As with any retail business, you will purchase inventory continuously as long as you
operate your TacoTime restaurant.

(6) Initial premiums for commercial general liability insurance are subject to change due
to market forces beyond either of our control. The cost of other coverages, including workers'
compensation and employer liability coverage and your discretionary purchases, varies widely.

(7) The breakdown of the miscellaneous opening costs is as follows:

MISCELLANEOUS OPENING COSTS ESTIMATED TYPICAL RANGE

Pre-opening Employee Training Payroll $1,000 $3,000
Utility Deposits (e.g., gas, water) $1,000 $2,000
Petty Cash (including cash register "opening banks") $500 $1,000
Licenses and Permits (including any required deposits) $500 $3,000
Miscellaneous Expenses (e.g., food safety manager $5,000 $19,000

certification training fees, uniforms, menus, security system,
interior/exterior landscaping, sound system, business
telephone deposit (phone additional), banking pre-opening
costs, accountants, lawyers)

ESTIMATED TOTAL $8,000 $28,000

The telephone and utility deposits will generally be refundable in accordance with the terms
fixed by the telephone company and the utility companies, respectively.

(8) You are required, to pay a Grand Opening Marketing fee of $10,000 for a Traditional
store or $5,000 for a Non Traditional store payable to US on the earlier of (i) prior to you executing a
lease for the premises where the Franchised Business will be located; or (ii) prior to construction
commencing at the premises where the Franchised Business will be located. We or our designated
affiliate will create a marketing plan for (i) a grand opening event at your Franchised Business, and
(i) the initial advertising of your Franchised Business, and will work with you to obtain your input on
the marketing plan. We or our designated affiliate will use the Grand Opening Marketing fee to pay
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for the grand opening and initial advertising, but may, in our sole discretion, reimburse you for some
local store marketing expenses that you pay if you received our prior approval. The Grand Opening
Marketing fee should be used within six (6) months of the opening of your Franchised Business to
the public. However, if a portion of the Grand Opening Marketing fee is not used within those six (6)
months, we may, in our discretion, spend the remaining portion of the Grand Opening Marketing fee
after six (6) months from the opening of your Franchised Business to the public.

(9)  Atthe time you sign the Franchise Agreement, you will set up a depository account of
a minimum of $3,000 with your local banking institution. You are required to maintain a minimum
balance of $3,000 in this account at all times.

(10)  Cash flow from your operations may not be adequate to cover operating and other
costs during the initial phase of business. The range shown estimates your expenses during the first
three months of operation. These expenses include payroll costs (excluding any wage or salary paid
to you), other miscellaneous expenses and working capital. We cannot guarantee that you will not
have additional expenses starting the business. Your costs will depend on factors such as: how
closely you follow our methods and procedures; your management skill, experience and business
acumen; local economic conditions; the local market for our product; the prevailing wage rate;
competition; and the sales level achieved during the initial period. The amount required for additional
funds was formulated based upon our years of experience as a franchisor and our affiliate’s years of
experience operating company restaurants in addition to information provided by other franchisees.

(11)  Yourinitial investment for a new TacoTime restaurant depends primarily upon the size,
configuration, location, who pays the costs to develop the real estate and/or construction of the
restaurant, and the amount and terms of financing, if any. The initial funds required must be estimated
as most costs are not within our control and may change at frequent intervals. These estimated
ranges are based on our experience and information provided by franchisees.

ITEM 8: RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

Except as stated in this Item 8, you have no obligation to purchase or lease goods, services,
supplies, fixtures, equipment, inventory or computer hardware relating to the establishment or
operation of your TacoTime restaurant from us or from any of our designees.

The Franchise Agreement requires that all food products, ingredients, equipment, computer
hardware and software, furniture, fixtures, décor, signs, computer equipment, supplies and other
products, services and materials which you will use in the operation of your restaurant meet our
standards and be purchased only from approved distributors and suppliers. You may use any
operational service providers, such as exterminators, refrigeration services companies, refuse
removal companies, and similar service providers that you desire. If we organize a rollout for a new
approved product or a new supplier of an approved product, you will be required to purchase such
approved product(s) from our approved distributors of the approved supplier within 60 days of
notification from us. We are not an approved supplier of any products or services. Kahala Brands is
not a supplier of any products or services. Neptune Equipment, an affiliate of Kahala Franchising, is
currently one of the approved suppliers of certain equipment, interior and exterior signage menu
boards, computer hardware and smallwares. You may be required to purchase certain menu boards,
wall graphics, display graphics, furniture equipment, and other items from Neptune Equipment.
Kahala Management, an affiliate of Kahala Franchising, is currently the only approved service
provider of phone support maintenance for the software and hardware of the POS system (“POS Help
Desk Phone Support Maintenance”). You are required to purchase the phone support service from
Kahala Management. Kahala Management is also an approved service provider of real estate
services, including negotiating a term sheet, negotiating the lease terms, and locating a site for a
franchisee upon request from a franchisee. You may, but are not required, to use Kahala
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Management for real estate services. There are other approved suppliers who are not affiliated with
us for each of the items you will purchase to operate your TacoTime restaurant. We currently have
other non-affiliated approved suppliers of other equipment, smallwares, furniture, POS Systems,
beverage equipment, sound systems and certain ingredients and other logo items utilized in your
TacoTime restaurant. None of our officers own an interest in any of the approved suppliers not
affiliated with us. To become approved, a supplier must demonstrate, to our reasonable satisfaction,
it can meet all of our standards and has adequate capacity to supply franchisee's quantity and delivery
needs. We will provide you with a list of approved distributors of the approved suppliers for your
market area during the pre-opening and/or construction phase for your Franchised Business. You
can expect that the items you will purchase in accordance with our specifications will represent over
90% of the total purchases you will make to begin operations and over 80% of your annual operating
expense for raw materials, products and supplies.

All requests for approving new or alternative suppliers must be submitted in writing by you
and/or the supplier to the purchasing department at Kahala Brands. Each request will be reviewed in
accordance with our then-current procedures and the supplier must meet our then-current
requirements, which may include that our representatives be allowed to inspect the facilities of the
proposed supplier, and that samples from the proposed supplier be delivered, at no charge to us,
either to us or to our designee for testing. Our criteria for approving suppliers is available to
franchisees upon written request to the purchasing department. A charge not to exceed the
reasonable cost of the inspection and the actual cost of the test not to exceed $5,000 must be paid
to us either by you or by the proposed supplier. If approved, in our sole reasonable discretion, we
will notify you and/or the supplier in writing within 60 days of our receipt of an approval request. You
must not offer for sale or sell any of the proposed alternative supplier’s products until you receive our
written approval of the proposed alternative supplier. We may, at our option, re-inspect the facilities
and products of any approved supplier and revoke its approval upon the supplier's failure to meet any
of our then-current minimum standards and specifications. If you receive a written notice of
revocation from us, you must stop selling disapproved products and stop purchasing from the
disapproved supplier.

This will mean that you must replenish the depository account to $3,000 after Kahala
Franchising makes any withdrawals. By Monday of each week, you must submit a royalty report to
Kahala Franchising of certain statistical data regarding the prior week’s revenues, sales and other
data, which prior week shall end on the preceding Sunday. Kahala Franchising will withdraw funds
electronically on each Thursday from the depository account. The withdrawals are based upon the
figures you report and constitute Royalty Fees and Advertising Fees. If you do not submit a report
by each Monday, Kahala Franchising may withdraw the entire $3,000 on Thursday. Kahala
Franchising will apply any overage to future Royalty Fees and Advertising Fees upon receipt of your
report(s). (A Pre-Authorized Electronic Transfer Form by and payable to Kahala Franchising is
attached as Exhibit P).

We will provide you with one set of our confidential “ops package” which may consist of the
operations manual, “ops toolkit” and related printed and electronic documents (collectively, the
“Confidential Manual”.) We provide all specifications and standards to you in the Confidential Manual,
which we may modify from time to time by providing you with