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Jason’s Deli®

The Franchisee will operate & Jason's Deli restaurant, which is a modified form of a New York-style
delicatessen that offers a variety of delicatessen products, as well as sandwiches, soups, baked potatoes,
pasta dishes, wraps, and a salad bar, as well as catering and delivery services.

The total investment necessary to begin operation of a Jason®s Deli franchise is S a84505.821 724 938 87 10

$1A40833.620 542 (38 82, This includes $35,000.00 initial franchise fee that must be paid to the
franchisor or affiliate(s). If an Area Development Agreement is executed, one half of the initial franchise
fee, (3517.500.00) must be paid to the franchisor for every Deli made part of the Area Development
Agreement. IT an Area Development Agreement is executed, you will be required to open at least two
delis (see Item 3), bringing the wial paid by the franchisor to $4-4024005.82-3 074 717 64 to
ShASR 33T RIS 68,907 04.

This Franchise Disclosure Document summarizes certain provisions of your Franchise Agreement and
other information in plain English. Read this Franchise Disclosure Document and all accompanying
agreements carcfully. You must receive this Franchise 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 government agency has verified
the information contained in this document.

The terms of your contract will govern your franchise relationship. Don't rely on the Franchise
Disclesure Document alone to understand your contract. Read your entire contract carefully. Show your
contract and this Franchise Disclosure Document 1o &n advisor, such as an atiorney or accountant.

Buying a franchise is a complex investment. The information in this Franchise Disclosure Document can
help you make up your mind. More information on franchising, such as “A Consumer’s Guide 1o Buying
a Franchise,” which can help you understand how to use this Franchise Disclosure Document, is available
from the Federal Trade Commission (“FTC™). You can contact the FTC at 1-877-FTC-HELP or by
writing 1o the FIC at 600 Pennsylvania Avenue, NW, Washington, DC 20580, You can also visit the
FTC's home page a1 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 siate agencies abowt them.
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05 34



Issuance Date of Franchise Disclosure Documeni: Mareh-2 2023 AprEl 1. 2024
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How tn Use This Franchise Diselosare Document

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

informatiomn;

QUESTION

WHERE TO FIND INFORMATION

How much can | earn®

lem 19 may give yvou information aboul outlel sales, costs,

ofits or losses, You should also try (o obtain this
nformation from others, like current and former franchisess,
?’nﬁﬂuairslﬁr&dtheir names and contact imformation in ltem 20
O i .

Hovwr much will | need to invest?

tems 5 and 6 list fees you will be paying (o the franchisor

r at the franchisor’s direction. ltem 7 lists the initial

r:“;tﬂﬁlmn'nt to open. lbem 8 describes the suppliers vou
use,

the franchisor have the
financial ability to provide support to
my basiness?

fltem 21 or Exhibit A includes financial stalements.
Review these statements carefully,

Is the franchise systam stable,
frowing, or shrinking?

[tem 20 summarizes the recent history of the number of
company=owned and franchised outlets.

Will my business be the only [XYZ
business in my arca? 1 ]

mend describe whether the franchisor and other

tem 12 and the “territory™ provisions in the franchise
ranchisees can compete with you,

[Does the franchiser have a
troubled legal history?

Items 3 and 4 tell you whether the franchisor or its
maniagement have been involved in material litigation or

bankruptcy proceedings.

What's it like to be [an XYZ]
franchisee?

lem 200 or Exhibit F lists current and former franchisess,
You can contact them to ask about their experiences,

What else should | know?

These questions are only a few things you should look for.
aview all 23 Items and all Exhibits in this disclosure
document to better understand this franchise opporiunity.
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 hasm your franchise business,

Supplier restrictions. You may have 1o buy or lease items from the franchisor or a limited group of
suppliers the franchisor designates. These flems may be more expensive than similar ftems you could buy
O 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 (o 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. ¥our 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 vou still have obligations 1o your landlord or other crediiors,

Some States Require Registration

Your state may have a franchise law, or other law, that reguires 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 G,

Your state also may have laws that require special disclosures or amendmenis 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 Siate Specific Addenda.

Special Risks to Consider About This Franchise

Cenain states require that the following risk{s) be highlighted:

l. Einapcial Copdition. The Franchisor's financial condition is reflected in its financial
statements (soo Item 21} calls into question the Franchisor’s financial ability to provide
services and support to you,

2. Mandatory Minimum Puyments. You must make minimum royvalty or advertising fund
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payments, regardless of your sales levels, Your inability to make the payments may result
in termination of your franchise and loss of your investment.

Certain states may require other risks 1o be highlighted. Check the “State Specific Addenda™
(if any) 1o see whether your state requires other risks to be highlighted.

3. Qut of State Dispute Resolutbon: The franchise agreement requires you to resolve
disputes with the franchisor by mediation, arbiteation and/or litigation only in Texas.
Out-of-state mediation, arbitration, or litigation may force you o accept a less
favorable setlement for disputes. It may also cost more 1o mediate, arbitrate, or
litigate with the franchisor in Texas than in your own state,
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ITEM 1
THE FRANCHISOR AND ANY PARENTS, PREDECESSORS AND AFFILIATES

Te simplify the language in this Franchise Disclosure Document, the *Franchisor™ or “we" means Deli
Management, Inc. “You™ means the person who buys this franchize, and may include a corporation,
limited liahility company, or & parinership. If a business entity or a partnership is the franchisee, “you™
will also include the shareholders, members or partners, since shareholders, members and pariners must
sign all agreements personally or unconditionally guarantes them.

The Franeclhisor:

We are a Texas corporation, incorporated on October 3, 1983, We are not owned by a parent entity. Our
principal business address is 350 Pine Street, Suite 1775, Beaumont, Texas 77701, We conduct business
under the name “Jason’s Deli.” Franchisor does not have a parent company.

We have has had no predecessors during the 10-year period immediately before the close of franchisor’s
marst recent fiscal year.

We do not have any affiliates or related entities that offer or have offered franchises in any other line of
business, We do provide goods 1o our franchizsees through our distribution cemers as discissed later in
this document, Franchisor's agems for service of process are disclosed on Exhibit“K.”

The Franchise:

We operate, and franchise others (o operate, a Jason's Deli restaurant (“Deli™). Each Deli 15 a modified
form of a New York-style delicatessen and offers a variety of delicatessen products, including
sandwiches, soups, baked potatoes, pasta dishes, salads, sandwich wraps, and other menu items. Each
Deli will also offer catering and delivery services from the premises. You must honor coupons and
certificates from other Delis,

We operate an inventory and small wares disiribution division within Deli Management, Inc. that we refer
to a3 Jason's Deli Distribution (“IDD"), from which you may purchase initial and continuing inventory
and small wares for use in your Deli. We operate two distribution centers located at 2103 West 1H-20,
Grand Prairie, Texas 73030 and 11519 Mations Ford Road, Pineville, NC. We have never offered
franchises in any line of business in relation to our distribution division.

A Franchise Agreement, which is attached as Exhibit “B”, governs each franchise. We also grant an Area
Development Agreement ("Development Agreement™), which you may execuie if you desire to develop
two or more franchises within an exclusive area. Exhibit “D" of this Franchise Disclosure Document
contains & copy of the Development Agreement. In this Franchise Disclosure Document, a person
executing the Development Agreement i3 sometimes called a Developer.

For future unit franchise, an area developer may be required 1o sign a form of franchise agreement that is
different from the form included in this offering.

Omce opened, you will compete with full and quick service or fast casual restaurants and oiher Tood
service facilities located within convenience and grocery siores. All segments of the general public may
frequent the Deli. Sales may be typically higher during cerfain periods of the year,
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You must comply with federal, state and local health negulations conceming food preparation, handling,
storage and sale; United States Department of Agriculture (USDA) standards; truth in menu and labeling
laws; and license, cerificate and permit requirements for restaurant operation and occupancy. You
should consult with your attorney concerning these and other local laws and ordinances that may affect
your Deli.

We incorporated on October 3, 1983, and began on an extremely limited basis, offering franchises shortly
after that date. Since corporate inceplion, we have operated company-owned Delis. Our corporate
operations are located in major markets in Texas, Lowisiana, Georgia, South Caroling, Morth Caroling,
Florida, Arizonn, Tennessee, Alabama, Nlinois, Maryland and Virginia.

The first Jason's Deli was opened on Movember 30, 1976, in Beaumont, Texas, The Deli was owned by
the Jason’s Deli Corporation. In 1983, we acquired from the Jason's Deli Corporation the irademark
rights and other assets associated with the franchise and licensed Jason's Deli Corporation to wse the
mark. Jason’s Deli Corporation did not offer franchises in any line of business,

In January of 1989, we acquired the operating nssets of business entitics that were licensed 1o operate five
Jason’s Delis, including the assets of Jason's Deli Corporation. We then operated these restaurants as
company-owned Delis,

We have not offered franchises in any other line of business.

Wi do own, and have franchised, “non-traditional™ stores under the “Jason’s Deli™ name. Non-traditional
Juson’s Deli resteurants are designed to operate in unique locations such as airports, sporting arenas,
university student centers and corporate office facilities. Franchisees must meet specific operational and
financial criteria 1o be granted a franchise to operate one of these facilities. This Franchize Disclosure
Document does not apply 10 a “non-traditional™ Deli and as such does not constitute an offer to obtain a
Franchise to operate a Jason's Deli in an airport, university. sporling arena, corporate office facility or any
other similar location.

ITEM 2
BUSIMNESS EXPERIENCE
Chief Executive Officer: Chief Financial Officer; Troy Cormier
Treasurer and Director: Deli Management, Ine.
350 Pine Street
Suwite 1778

Beawmont, Texas 77701

Mr. Cormier has served as Chief Financial Officer from March 2004 1o March 2018, He has also been a
member of the Board of Directors since May 2006, In January 2012, he also became our Treasurer. In
July, 2016, Mr. Cormier also assumed the role of Chief Executive Officer.

Chiel Financial OfTicer: Brian Hebert
Deli Munngement, Ine,
350 Pine Street Suite 1775
Beaumoni, Texas 77701
FTC



bvir. Hebert became CFO in March, 20018, From 20015 — 2018 he served as Director of Internal Audit and
Controller from 2006 — 2015,

Director of Development; Fouad Joman
Deli Management, Inc.
230 10"™ Street., NE
Allanta, Georgia 30309

Mr. Jomaa has served as Director of Development since Jangary of 2017, Prior to that time Mr. Jomaa
served a3 Regional Trainer for the Eastern Region from Janwary 2012 to 2017,

President, Chicl Operations Officer and Director: Ragan Fdgerly
K500 MNorth Mopac, #8005
Awslin, Texas TRTST

In May of 2006, Mr. Edgerly was named Chief People Officer and a member of the Board of Directors.
He has also been a member of the Executive Committee since May, 2008. In October of 2015, Mr.
Edgerly’s duties changed as he became Chief Operations Officer as well as maintaining his membership
on the Board of Directors. In July of 2016, Mr. Edgerly also assumed the position of President.

Director of Real Estate and INrecior Greg Messina
Deli Management, lnc,
350 Pine Street
Suoite 1775
Beaumont, Texas TTTO1

Mr. Messina has served as the Director of Real Estate since May 2008. In May of 2011, he became a member of the
Board of Directors.

Director Shelley Tortorice
Deli Management, Ine,
350 Pine Street; Suite 1775
Beaumont, Texas TTT01

Ms. Tortorice became a member of the Board of Directors in May of 2020. Ms. Tortorice is the widow
of our company founder, Joe Tortorice.  Director Jay Tortorice

Jen Tex, Inc.

350 Pine Strect

Suwite 2T

Beaumont, Texas 77701

Mr. Tortorice has served as President and CED of Jen Tex, Inc., a franchisee since Augusi 1999, He
became a member of the Board of Directors in May 2011,

Chicl Innovation Officer and Director Blake Parker

Deli Management, Ine.
FTC
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2103 West TH 10
Grand Prairie, Texas 75052

From 2006 to 2011, Mr. Parker served as a Regional Operations Manager. In May 201 1, he became
Chief Innovation Officer and a member of the Board of Directors,

ITEM 3
LITIGATION

On May 11, 2020, Eltayeb filed a lawsuit under the Fair Labor Standards Act 1o recover unpaid minimum wages and overtime
hours. Efayeb seeks to have the Court send a nodice 1o a potential class of similarly situated current and former drivers with an
invitation to “opt in” and proceed as a collective action. Two other opt-ins have joined the case, but the Court has not vt decided
1o send out notice to other potential opt-ins. The parties have finished pre-cenification discovery and the Court is currently
considering Eltayeb’s renewed request to send out notice. There is a risk that the Court may grant Eltayeb's request for nodice,
which may result in other drivers who leam of the case then deciding to join it. 1t is not yet feasible to estimate the size of the
potential class, as this depends upon the court's decision as to the scope of any potential nofice. The company believes that it has
valid defenses to this claim and intends to contest the matter vigorously.
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ITEM 4
BANKRUPTCY

Mo bankruptey information is required to be disclosed in this ftem,

ITEM 5
INITIAL FEES

FRANCHISE AGREEMENT:

The initial franchise fee for a single-deli Franchise Agreement is currently $35,000.00, payable to us in a
lump sum by cashier's check upon execution of the Franchise Agreement. The amount of the initial
franchise fee is uniform as to each franchisee; however, the initial franchise fee charged 1o a Developer of
multiple franchises is payable as described below. The initial franchise fee is nonrefundable except only
as described below.
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Uinder the Site Development Addendum to the Franchise Agreement, if vou fail 1o obtain an acceptable
site and elect 1o cancel within one hundred eighty (180) days after execution of the Franchise Agreement,
you are entitled to a refund of seventy percent {70%) of the initial franchise fee paid by you, provided that
you are not otherwise in default of the Franchise Agreement or any other agreement between you and us,
You will be paid the refund within thirty {30) days after our receipt of the written notice of cancellation,
which must be received within one hundred eighty (180) days after execution of the Franchise Agreement.
The initial franchise fee is not refundable, in whole or in part, under any other circumstances. Failure by
you or your management personnel to meet the training requirements outlined in the Franchise Agreement
shall not result in a refund of vour initial franchise fee.

DEVELOPMENT AGREEMENT:

The developmem fee is payable 1o us in a lump sum by cashier's check upon execution of the
Development Agreement, The development fee is calculated at the rate of $17,500.00 for each Deli tha
you, as a Developer, are authorized to develop under the Development Agreement. You must agree to
develop at least two Delis. The total number of Delis under the Development Agreement will be
determined by you and us, depending upon the characteristics of the market, At signing. you must pay the
development fee in full, This fee is nod refundable.

In addition to the development fee, you, as a Developer, must execute a Franchise Agreement
concurrently with the Development Agreement. The initial fee for the first Franchise Agreement, signed
in conjunction with a Development Agreement, is $17,500,00, payable 1o us a1 signing. The initial fec for
each subsequent Franchise Agreement executed by you, for those Franchise Agreements required by the
development provisions of the Development Agreement, is §17,500.00. You must pay us the initial
franchise fee at the time you execute each of the Franchise Agreements. Here is an example: if you
execute a Development Agreement to develop four Delis, you must pay a development fee of $70,000.00
i1 the time you sign the Development Agreement, and you must also sign a Franchise Agreement and pay
an initial franchise fee of $17,500.00 for the first Deli. Thus, a total payment by vou to us of $87,500.00
would be due when vou execute the Development Agreement and the initial Franchise Agresment,
Following that, an initial franchise fee of $17,500.00 is payable each time vou sign a Franchise
Agreement until you meet the four deli requirement. In the example given, you must sign three additional
Franchise Agreements to meet the four deli requiremnent. Any further Franchise Agreements that you
execute will be al the then existing initial franchise fee. A onetime site evaluation fee of $2,500,00 may be
payable 1o us in connection with our examination of your proposed sites and for any site evaluation after
the initial examination, This fee only applies il you desire us to visit a site prior to execution of a
Franchise Agreement. This fee is payable prior 10 any visit by us to examine any prospective sites. This
fee is nonrefundable once work begins on evaluation of a submined site and‘or non-refundable travel
arrangemenis have been made by us,

We maintain standard architectural prototypical design drawings depicting the approved standard layou
and design of a Jason's Deli. These drawings typically may be adapted by your architect to your space,
You may want to consult your architect to determing il these drawings are helpful 1o you. [F you choose
to wilize the prototypical design drawings in connection with the design and build oul of your location,
those can be provided to you for a cost of $1,500.00; once the prototypical design drawings are delivered,
this fee is non-refundable.

As mentioned in Item |, we operate an inventory and small wares distribution division from which you
may purchase initial and continuing inventory and small wares for vour Deli. I you elect to purchase your
initial opening inventory from us, the cost will be approximately as follows: 1) food and paper goods:
$22.500,00; and 2) small wares; $21,000.00. This order is typically placed two weeks prior 1o opening. At
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present, current suppliers of these items offer us an approximate $4,349.00 credit on the purchase of
initial opening inventory for all new stores. Franchisor passes on this onetime credit {via a deduction on
the first inventory invoice) to any franchisee who purchases their initial opening inventory from us, This
payment for opening inventory is non-refundable and goes solely for the payment of the initial opening
inventory, Invoices for purchases from us are due thirty days afterdelivery.

You will not pay us, nor any affiliates of us, any other foes or payments for services or goods before your
business opens.

«<This section intentionally left blank:
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ITEM &
OTHER FEES:

oy,

NAME OF FEE AMOUNT DUE DATE REMARKS
Operating Fee 4% of gross sales but vble monthly on the | Gross sales include all
(Payable under not less than $2.500.00 | 15" day of the next revenue from franchise
Franchise Agreement | per month. month. lecation, including

iake-out, catering and
delivery orders, Giross
sales do not include
sales tax.

See Motes 3 and 8,

(Franchiss Agreement),

understatements plus
penaities if applicable.
In addition, a charge
not 1o exceed £2,500.00
may be assessed to
cover the cost of the
audit if it is
necessitated by the
actions of the
Franchisee.

billing, if dus,

Advertising Fee or When collecied by us, | Same as operating fee. | See Notes 1,3, 5.

Advertising Co-op, if | 2% gross sales but not

enacted (Payable under | less than $500 per

Franchise Agreement maonth, Alsoa Yol 1%

anly). Administrative

Fee may be collected.

Fee for tardy 510 per day each day Lipon payment of See Notes 3, 8.

submission of sales Sales Report is late. operating fees.

Fefur

(Franchise Agreement

and Arca Development

_Agresment).

Transfer Fee 5700000 Prior o consummation | Pavable when you sell

(Franchise Agreement of transfer, your Franchize or

and Arca Development Develogment

Agresment). Agreement. No charge
if franchise transferred
o a corporation that
you contral,

Audit The amount of any Immediztely upon Penalties payable only

if audin shows an
understatement of 2%
OF Meore.

Aee Mode 3.

Site Evaluation Fee
(Franchise Agreement).

52,500.00

Prior to vasit if no
agresment is yet

s.iEm:a:I-

Ses MNodes 2, 8.
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Fee for prototypical
Dieli drawings, if
drawing is wlilized by
Vil

§1.500.00

Prior to delivery of owr
prototypical drawings
o you o your architect.

See Moe 9,

Traiming Fees
( Franchise Agreement)

= Initial Training Fee

s+ Traveling Trainer
Fec

Imitial set up fee of
£150.00

s Full cost of meals

(L] 51.5(“}.% peT
Traveling Trainer

When fncurred,

+ To defray the cost of
meals consumed by
each trainee during the
initial training program.
See Nole 4,

«s This fee is only
payable if vou fail to
provide the number of
Traveling Trainers that
your are required to

pavments
{Franchize Agreement
and Area Development
Agresment ),

permined by law.
The highest

inlerest rate
allowed by law

in California for late
payments is [ (s
annually.,

following month.

provide by the
Framchise Agreement.
See Mote B,
** [hher expenses *# Soe MNolo 4.
Renewal Fee £5,000.00 Priar 1o rengewal See Note 8.
iFranchise Agreement)
Supplics approval Fee | $500.00 1o 32,000.00 Asg incurred See Mote 5, 8.
(Franchise Agresment)
Certain Taxes Ampuni levied Az incurred See Note 6, 8.
(both agreements)
Damages & Legal Fee | Amoun levied As incurred See Mote 7.
(ol agrecments}
Interest om late Muaximum rate 20™ day of the Sec Motes 3, B.

<This section intentionally lef biank>
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The footnotes follow,
MNaote 1,

From time to time, we may direct you to pay all or any part of the advertising fee (not 1o exceed 2% of
gross sales, plus ¥ of 1% for administrative fees) to one or more advertising funds, co-ops, non-profit
associations, if enacted, or other entities we designate; we may otherwise place conditions upon the use or
payment of such fees; or (as is currently the case) we may permit you 1o retain the payments and place
conditions on the use of advertising fee payments. Currently, any costs that you incur as a result of
redeeming Deli Dollars, which are described in detail in Item 11, you may deduct from the 2% advertising
payment requirements. Any remaining funds must be utilized on local marketing/advertising efforts as
approved by us with regards to content. A system-wide advertising fund, if established, will be governed
solely by us. Regional cooperative advertising funds, when existing, will be governed on a voting basis
consisting of one vote for each deli in the cooperative. All payments must be directed 10 us or 1o an entity
designated by us,

Note 2.

You are responsible for all expenses to complete the site application, including any costs for demographic
analyses, drafting and copying of site plans, maps, photographs, and professional services, Once the
Franchise Agreement is signed, we will conduct the first inspection at no charge to you; thersafler, we
may require you to reimburse us or our agent for all reasonable expenses incurred in connection with site
inspections, including travel, lodging and meals, If you desire to have us evaluate a site before execution
of a Franchise Agreement and payment of the initial franchise fee, we will do so, but only if you pay the
site evaluation fee.

Maote 3,

If any payment is overdue, you will pay us, in addition to the overdue amount, interest on such amount
from the date it was due until paid at the maximum rate permitted under applicable federal or state law,
unless we designate a lower amount,

Mote 4,

You, as 8 Franchisee or Developer, or your employees, are responsible for all personal expenses you incur
for training programs, including all costs and expenses relating to transportation, lodging, meals, wages,
and employee benefits, We may charge a reasonable fee for materials and participation in any training
courses or seminars offered by us, except that no fee is charged for you and the four persons representing
you who attend the initial training program. In no event shall this fee exceed $250.00 per person for
materials and participation of individuals in excess of the four referenced abowve. The initial set-up fee is
assigned to make the appropriate intemal armangements for yvour training and to hold the date for the same,

Mote 5,

This fee does not include any charges by third parties 1o test the item o be approved, These charges must
be paid by vou,

Mote 6.

You must pay o us an amount equal to any sales tax, gross receipts 1ax, or similar tax (other than income
tax or similar tax) imposed on us with respect to any payments you make to us, unless the 1ax is eredited
against income tax otherwise payable by us.
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MNote 7.

You must pay all damages, costs and expenses (including reasonable legal and accounting fees) we incur
in connection with the enforcement of the Development Agreement or Franchise Agreement, including
confidentiality requirements, covenants not to compete, post-termination requirements, and all other
ancillary agreements.

Mote 8,

All fees are payable 1o us and all are non-refundable,

Mote 9,

Your architect may draw plans and specifications for the Deli, subject to our approval, or vou may elect 1o
purchase our prototypical drawings for the fee listed in the chart. Those plans may then be utilized by
your architect and reflect the approved layout and design of Jason's Deli. However, if vou were to utilize
the architectural firm which serves as custodian of the prototypical drawings, those drawings will
typically be included in the service provided by saidfirm.

ITEM?
ESTIMATED INITIAL INVESTMENT

YOUR ESTIMATED INITIAL INVESTMENT
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TYPE OF AMOUNT METHOD OF WHEN DUE TO WHOM
EXPENIMTURE PFAYMENT PAYMENT IS
TO BE MADE
Initial Franchise Fee | $35,000.00 Lump sum At signing of Franchisor
Franchise
ﬁ,sl'ﬂ-l."n'll.-'n!
Development Fee 17,500 per Lump sum At signing of Franchisos
additional Dieli Development
{See Mote ). Agreement
Al least two
delis are
required,
bringing todal
development
fees paid by
franchisor 1o
£35,000,
Travel and living £15,000.00 As incurred “During training Airlines, Hotels
expenses while and Restaurams
irgining
{Bee Mol &)
BTl out or .54:':*:?*;‘&'-—'“'."‘” As incurned Prior to opening Suppliers,
i LI ! AN 1
remodeling of 4,500- | §7eh 132,680,600 Tradesman and
LR LIk




5.000 sq. ft. premises Contraciors
(e Note 1)
uipment: As incurred Prior to openin Supplicrs
*Fabricated L VLR ERETR TN e ¥
RN L]
Equipment
Buyout Equipment;
*Furniture; f!_'iilim.a. Lpq Y 15
Small Wares 521,000.00
Sigmage SR R0 R 0
1hil T‘]
(Ses Note 4, 5, 10) 5100, 000.00
Adminstrative and As incurred Prior to opening | Suppliers and
Miscellaneous: Pre- Landlords
Opening Advertising, | 55,000.00 1o
Deposits (rent, S20,000.00
utilitics, and sales
lax)
Licenses S10.000.00 As incurred Prior to opening Governmental
Imterim loteres: £70.000.00 10 Entities
L HITESTTEY S125,000.00 MUEPPIErS
Pre-opening training Hoicls, restauranis,
personnel from andor Travel
existing Delis, if Providers
applicable {Mote T}
Insurance (Nots 3} 24,500,040 to Lump sum Prior to opening Insurance
515,000.00 Company/
Agent
Cmline Ordering Set- | 545000 per As incurred Prior to opening | Third Party
Up Costs and slore and Supplier Order
Monihly Hosting 3130 Hestaurami
Monthly per Revolution
sioee Technologies, Inc.
Point-0f-Sale System | 53,600 to As incurred Prior to opening Third Party
56,000 per store Supplier -
& BH00 1o 512064 MNCR
monthly per storef
Customer §60.00/monthly | As incurred Prior to opening | Third Party
SatisfactionFeedback | Per store and monthly Supplier
Saoftware
System Email 515000 per user | As incurred Prior to opening Third Party
account per year and annually Supplier Gmﬁle
Initial Imventory $32.02582 Lump sum Prior to opening Suppliers or
Franchisor
Additional Funds =3 | S20,000,00 10 As incurred 30 days after Vendaors,
maoaths £35,000.00 delivery Employees and
(See Nole 8,9, 11) other Third Parties
Total Elbdulapiagda |
(See Mg 12) 14, 727,64 o
SRS 3 18250
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NOTES:

1. There are no initial costs associated with the Development Agreement other than the lump sum
payment of the development fee when vou sign the Development Agreement. The development fee is
caleulated a1 a rate of $17,500.00 for each Deli that you are authorized to develop and computed as
described in ftem 5 of this Franchise Disclosure Document. Additionally, a Developer must pay o us an
initial franchise fee in the amount of $17,500.00. when it signs the Development Agreement for the initial
Franchise Agreement. Mo building, equipment, licenses, furniture or other personal property are requined
in connection with the Development Agreement. The initial training for a Developer and its employvees is
identical to that required under the Franchise Agreement, and no special program exists for Developears
alone. The Developmeni Agreement merely grants you certain exclusivity in the area granted, as
described in Item 12, Total costs associated with the Development Agreement requiring franchisee o
open at least two delis are 53,434,727 64080505 82 1o S-S50 025 UG 977 6,

2. Currently, we are locating primarily in retwil or strip centers. There are currently Forly (400
carporate-owned, free-standing locations and Ten (10} franchise-owned free-standing locations. Most
Delis ane located, however, within strip centers, the interior of which are buili=out by us or the franchisee.
A significant portion of construction costs for these locations (355,000.00 - §175,000.00) assuming a
4,500 to 5,000 square fool premises) are typically paid by lessor through lessor’s allowance arrangement
provided for in the lease. However, the above figures do not contain a gencral contractor’s fee, which
varies by region, but is typically between 6% and 2% of the cost of construction,

Rental costs will vary dramatically, depending upon the type of lease negotiated and regional and
local faciors,

Monthly rendal between 58,000 and 515,000 (not inchsfing percemtage rental, common area
maintenance, taxes, and insurance and promotional fund payments) is usual in Texas markets where most
Franchisor-owned Delis are located and where a landlord provides a build-out allowance in the mnge
mentioned previously. You may purchase land and build the Deli or vou may enter a land lease  and
build the Deli itself, In either of these instances costs would be significantly higher than outlined.

3. You must provide commercial general liability insurance in minimum amounts of $1,000,000.00
agpregate, single limit coverage (subject 1o increase) and maintain other insurance in accordance with
stale law requirements. Some property owners require higher levels of commercial general liahility
insurance under their leases, Initial premiums for commercial general liability insurance are subject to
change due i markel forces bevond either of our control, but usually range between $%9,000.00 and
515,000.00 per year. Failure 1o maintain such insurance may resull in loss of your franchise and additional
financial obligations. You should discuss with your insurance carrierfagent whether or not these costs
need to be paid in full before opening or whether they can be budgeted. The cost of other coverage's,
including workers” compensation coverage and your discretionary purchases, varies widely, but may
range from 2500 10 $4,000 per vear, Your premium may be higher based upon your risk profile. Maost
insurance carriers require the first year 1o be paid in full before opening.

4, You are responsible for all freight, installation and electrical contractoe”s costs,

& Costs of sign structures, exterior sign faces and imerior signs will vary based upon the size and
number of signs purchased. Restriclions on signoge may vary from location tolocation.

6. You and at least four other persons must attend the initial training program.
7. As part of the training process for the opening of the Deli, you are required 10 supply one current
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employee 10 act as a training person (“Traveling Trainer™) for each Jason's Deli owned by you 1o assist in
the opening of vour new Deli. You are not required 10 supply more than six Traveling Trainers for each
opening. For example, if you own three Jason's Deli a1 the time your fourth Deli is scheduled to open,
you must provide three Traveling Trainers to assist in the opening of the new Deli. If you own no Jason's
Delis at the date your Deli opens, you are not required to supply any Traveling Trainers. We will supply
the number of Traveling Trainers that we determine are required above those supplied by you for the
opening training process, The range outlined in the chart reflects travel cost, lodging and per diem of the
Traveling Trainers you must supply. These will vary depending upon where the Traveling Trainer is
located. For each Traveling Trainer that you are required 10 supply and do supply, you will receive a
payment from us alter opening and invoice from you of $2,500.00,

B. Adequate working capital is indispensable to any start-up business. We recommend an amount
not bess than the amount indicated. This amount does nod include a salary or living expenses for you
during training or afterwards.

9, If you are engaged in developing multiple Delis, you will incur additional costs over and above
the muliple of the costs described for a single Deli. You will incur additional personnel and training costs
1o have trained staff ready for new Delis as they open. You will alse incur additional advertising expenses
in connection with the grand opening advertising campaign for each Deli.

We estimate that the additional personmel and training costs you would incur under these
circumstances will range from $15,000.00 10 $50.000.00, and the additional advertising costs will range
from 35, (00,00 to 57,000.00.

0. We permit only new equipment and fixtures unbess you have received our prior written approval,

1. This category estimates your initial start-up expenses for three months, based on our experience
with Franchisor-owned Delis and exisiing franchise-owned Delis. These expenses include payroll costs,
continuing inventory purchases, lease payments, et¢. It is not possible to predict these expenses with
exaciness, since they will vary due fo your experience, your willingness to follow exactly our methods
and procedures, local and economic conditions, the acceptance for your products and services in the local
marketplace, and the level of gross sales that you attain during the three monthperiod.

The above figures are based upon curment costs or reasonable estimates, All the figures are subject
o change. These estimates do not include any expenditure for legal, accounting, or other professional
fees, nor for monies may you expend to investigate the franchise opportunity. Based upon the abowe
figures, vour tofal investment, exclusive of the purchase of land or building construction costs, bt
including the initial franchise fee and typical build-out costs, is approximately §1084 50582 77 434 82
1o
FAARATRIT 547 038 K7 for & 4,500 10 5,000 square foot Deli. Expenses to develop multiple Delis are
greater than described in this range and are described in Notes | and 8 to the preceding chart, These
expenses will vary according 1o region, the time of vear, and local and other conditions. We hawve
provided these figures solely to indicate possible costs for your planning purposes. 'We do not offer,
either directly or indirectly, any financing arrangements 1o vou.

12. Mone of these amounts are penerally refundable. This tofal represents the estimated indtial
investment for one oullel, If you enter inlo a development agreement for additional Delis, vour cosis will
increase 317,500,000 for each additional Deli 1o be developed.

ITEM &
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

Except as described below, there are no goods, services, supplies, fixtures, equipment, inventory,
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computer software and hardware, real estate, or comparable items related to establishing or operating the
business that you currently must buy or lease from s, our affiliate, or designated or approved suppliers.
You must purchase or lease all equipment, services, supplies, fixiures, inventory, computer software and
hardware, and other items necessary 10 open and operate the Deli in accordance with our specifications.
These include design, appearance and quality. You must also purchase or lease inventory, cerain
computer sofiware, and equipment from our designated and approved suppliers.

We maintain a list of designated and approved suppliers and you may obtain a copy of this list. Our
specifications for supplier approval include warranty, reliability, appearance and delivery. All
specifications will be given to you wpon your request. Changes to the specifications or of the designated
and approved suppliers are contained in the operations manual and are revised from time to time.
Currently, there are mo goods, services, suppliers, fixtwres, equipment, inventory, computer hardware or
software or real estate relating to the establishment or operation of the Deli that you must purchase or
lease from us or a designated supplier, except as described below.

A variety of inventory items, currently incleding products such as soup, bread, produce, certain meat
itemns, salad dressings, some sauces, seasonings and spices, soft drinks, cheese and coffees and teas, are
only available from designated suppliers. Designated suppliers are the only suppliers approved for these
products. A list of these designated suppliers and the inventory ftems that vou must purchase from the
designated supplier are included in the list of suppliers mentioned previously. We supply all these
products through our distribution center, You may obtain some of these products from the manufacturer
or other suppliers. Typically, products like bread, meats and soups are made to our specific recipes and
specifications and will only be commercially obtained through us, as they are only made for use in our
slores.

You must use our designated on-line ordering system designed by Restaurant Revolution Technologies,
Inc. There is also a monthly charge for each Deli that is paid directly to Restawramt Revolution
Technologies, Inc.

You mist utilize our designated customer satisfaction/feedback software. This software allows for real
time customer feedback and comments concerning their experience in your Deli. Specifically, we measure
food quality, speed of service, cleanliness, accuracy and likelihood to retum. Currently, this software
entitles you to unlimited customer internet surveys and thirty phone surveys per month. The cost for this
software is payable to an outside vendor, for which we have no affiliation other than as a customer,

In addition, we require all email both corporately and within the franchise community to utilize the same
provider. As such, your email, and that of all accoums utilized within your business will utilize the
“gjasonsdeli.com” identifier. Currently, this iz serviced by Google, A tvpical Deli may have up 1o ten
gecount users.

Except as described in this item, none of these designated suppliers is affiliated with us, and we will not
derive revenue as a result of purchases vou make directly from these designated suppliers or any other
suppliers or manufaciurers, We estimate that 45% of initial and confinuing food inventory purchases by
you will be from these designated suppliers.

Deher than the designated suppliers, all other ilems necessary for vou to open and operate the Deli must be
obtained from approved suppliers, or, if no approved supplier is available, in accordance with our
specifications, as revised from time [0 time. We estimate that purchases from approved designated
suppliers and according to our standards and specifications will range from §0% 1o 100% of the total cost
of establishing the Deli and 15% to 20% of the total cost of operating the Deli.

IT you wish to purchase inveniory, equipment, or other items not previously approved by us, or from an
unapproved supplier, you must submit a wrinten request. We will investigate the supplier, examine the
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product, and charge you a fee that will not exceed the reasonable cost of our examination (see ltem & and
footnote 6 for further information on this fee). Typically, we will give you & written response within thirty
days. We may condition approval of a supplier on requirements relating to quality, frequency of delivery,
and standards of service. Any revacation of our approval of a supplier will be in writing, and we may do
50 at any time after initial approval. You may not receive our eriteria for approval of certain suppliers.

All food products sold from the Deli may not contain monosodium glutamate (MSG), artificial trans fats,
partially hydrogenated oils, shortening, or high fructose corn syrup (HFCS), except that some fountain
drinks may at present contain HFCS. Only naturally occurring trans-fats are allowed in products sold
from the Deli. In addition, all food and beverage products must be free of artificial dye. We will not
consent, or may revoke any consent, to any product that fails to meet these criteria or otherwise fails 10
meel the specifications that we publish in the operations manual from time totime.

As of the daste of this Franchise Disclosure Document, there are no purchasing and distribution
cooperatives and we do not negotiate purchasing arrangements specifically for you. However, we do
attempt 1o leverage our total system volume of purchases to obtain favorable pricing terms. You should
thoroughly investigate what distribution system is available in the area where your franchise is to be
located. We do not guaraniee that the current purchase arrangements or distribution system offered
through cur division, and described, will provide inventory or other items to you, or will continue to exist.

Other than the purchases from us through our distribution division, there are no approved or designated
suppliers in which any of our officers or directors own an interest,

We, through our distribution division, are an approved supplier for most food inventory used in your Deli,
small wares and related non-food business inventory items, including paper and plastic produets. You are
under no obligation to purchase small wares, food or related inventory or supplies from us. The small
wares, food and related supplies are avaflable through approved or designated suppliers, However, in the
future, we or an affiliate may be a designated supplier of any inveniory product or products or other
supplies, in which case you would have to buy the items from us or affiliates at their then current prices,
We do not provide material benefits 10 you based on your use or purchases from us or the use of other
approved or designated suppliers.

We do receive rebates or payments from suppliers based upon our purchases of products by our
corporately-owned stores, as well as those owned by franchisees. This would include any Deli operated
by you. During the 202332 fiscal yvear, we received 02845400 | A0, 054 (M) fromn third party suppliers
on account of purchases through our distribution division (JDD), for our stores as well as those of
franchisees.

For the fiscal year ending December 31, 20232, our revenue for the sale of food, small wares and related

24017 51% of its total revenue of $428 304072508 373 30800 for the applicable period. The cost of
food, small wares and food-related supplies that you may purchase from us represents 72.64% of your
overall annual purchases in operating the Deli. This ameunt exceeds our total equity as of December 31,

20212, which is reported to be a deficit of $270534424, 550,71 |00,

If you lease the business premises, the lease is subject to our approval. To obtain our approval, the lease
must include the following provisions:

1. The premises are used for business licensed under the Franchise A greement.,

2. We will have the right 10 enter the premises 1o make any modifications necessary to protect our
Proprietary Marks.
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3. We will have the option, bat nod the obligation, to assume the lease and occupy the business premises,
with the right to sublease o another franchises, upon the default, termination or expiration of the
Franchise Agreement or the lease. The landlord shall give us thirty days, upon termination of vour
rights under the lease, to exercise its option.

4. You must not amend, assign or sublet without our prior written approval.

You must have o computer with a minimum of 8 GB memory (RAM) and 250 GB of hard drive,
minimum of an [ntel | 7 processor with minimum broad band access 1o the infernet, and an operating
system of Windows 10 or greater, accompanied by a standard printer that can handle Black and white
{color optional ) ink that resulis in 8 ¥ x 11 printouts,

You must maintain, at your expense and throughout the term of the Agreement, insurance, with an
insurance company satisfactory to us as follows:

i) You must insure properties against loss or damage by fire, lightening, windstorm, hail, explosion,
riot, riot atlending a strike, civil commotion, air raffic, vehicle, smoke, or other risks usually
insured against by persons operating like properties in the localities where the properties operated
by you are located, in amounts sufficient to prevent you from becoming & co-insurer within the
terms of the policies in guestion, and in any event in amounts not less than eighty percent (BO%)

of the then insurable value thereof;

1] You must obtain public liability insurance in an amount not less than One Million Dollars
($1.000,000.00) combined single limits for bodily injury and property damage, to include
products and completed operations and personal injury protection. You shall also maintain
combined single limits bodily imury and property damage insurance in an amouni not less than
One Million Dollars;

iii ) You must obdain workers' compensation insurance in the amount of One Million Dallars
($1,000,000.00), unemployment compensation, disability insurance, social security and other
insurance coverage required by law in such amounts as may be required by any applicable law;

iv) A business automobile policy covering hired nof owned vehicles in the amount of One Million
Dodlars (51,000,000.00); and

v Such other insurance as we may, from time (o time, réquire in amounis designated by us. All
such policies shall insure you and us (you shall name us as a named additional insured) and shall
protect you and us against any liability that may accrue by reason of this Agreement, the
franchise, the licensed rights or the ownership, maintenance or operation by you or an employes
or agent of you or the Deli. You shall deliver to us certificates of insurance evidencing your
compliance with this requirement, and instruct the carmier 1o provide thirty days’ notice of
cancellation to us.

wi) For the Niscal vear ending December 31, 20232, our revenue for the sale of food, small wares and
related  supplies, and initial paymemt for the online ordering system was

for the applicable period.

Other than disclosed in this Item, neither we, nor any affiliate, is an approved supplier or the only
approved or designated supplier for any products or services you offer, nor do we or any affiliate derive
revenue of any other material consideration as a resull of required purchases or leases by you from third
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parties. As we noted in ftem 1, since we do not kave any affiliates, no affiliates derive any revenue as &
result of purchases or leases made in accordance with our specifications.

ITEMY
FRANCHISEE'S OBLIGATIONS

This table lists your principal obligations under the Franchise and other agreements. It will help
yiru find more detailed information about your obligations in these agreements and in other items of
this disclosare docoment.

OBLIGATION ARTICLE IN ARTICLE IN ITEM IN
AGREEMENT DEVELOPMENT FRANCHISE
AGREEMENT DISCLOSURE
DOCUMENT
a. Sile Selection and Section 6{akh), Exhibin | M/A ltem &, 11
Acquisition E
b. Pre-Opening Section T and Wk) M [tem &
Purchases/l.eases
¢. Site Development Exhihit E, Section & NA ltem &, 7, 11
and other Opening
Requiremants
d. Initial and Ongoing | Section ¥d) and 10 A Ttem 11
TraininE
(3 Ing Section B and We) A ltem 11
f. Fee Section 3 1] lem 5, &
g Compliance with Section 5{b}dNh} /A e 11
Srandards and Section T and Hak(k)
Policies/Operating
hanual
h. Trademarks and Section 1, 5 and 15 MIA ltem 8, 13
Proprigtary Information
i. Restrictions on Section S(e), Hbic) MIA Item 14
Product Services and Hn)
OifTerad
1. Warranty and Section 9{bh) MA ftem 11
Customer Service Section 11
Requirements
k. Territoral MNiA Il and IV MiA
Development and Sales
I, Omgoing SWeMih hia ltem 8
ProductService
Purchases
m. Mainenance, Section T and MiA ltem 11
Appearance and G DN I udv)
Remodeling
Reguiremenls
n, Insurance Section 12 XIv ltem &, 7
o. Advertising Section 1] W Ttem &, 11
p. Indemnification Section 12 XIv ltem &
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. Owner's Section Hd) and 10 ¥ ltem 11, 15
Participation
Management/

| Stalfing
r. RecordsReports Section 9(s) W Tem &
5. Inspection/Audits | Section %(3) vV ltem 6, 11
t. Transfer Section 14 Wil Item 17

[ u. Renewal Section 2 A ltem 17
v, Post-Termination Section 13 X ltem 17
Obligations
w, Non-Competition Section 15 Xl ltem 17
Covenants
X ﬁiﬁpuu Resolution | Section 17 XIX Item 17

ITEM 10
FINANCING

We do not offer direct or indirect financing to you or guarantes vour indebtedness, lease or other

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

Except as listed below, we, as Franchisor, are not required to provide you with any assistance,

Development Agreement: Currently, there i no training specifically related to the Development
Agreement. During the term of the Development Agreement, and before the opening of the Deli, we are
obligated 1o make available to you, or assist you in obtaining, the following:

i) Those standard construction plans, specifications and layouts for the structures, equipment,
furnishings, décor and signs we are eurrently requiring and make available 1o all franchisees from time to
time (see Section 5.1.1(a) of the Development Agreement);

b Guidance in the selection of acceptable sites for your Deli locations (See Section 5.1.1(b) of the
Development Agreement);

c) Review your site plans and final construction plans and specifications to insure conformity with
the construction standards and specifications of the System (see Section 5.1.1(c) of the Development
Agreement); and

dj Approval of any site you salect.

After the Deli is opened and throughout the term of the Development Agreement, we are obligated 1o do
the following:

a) Provide assistance that we determine is required to aid you with the development of the Option
Area (see Section 5.1.1(d) of the Development Agreement). including, but not limited, to disclosure of the
location of any existing outlets in the area.

b) Provide you with other resources and assistance that we develop and offer w franchisees or
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developers (see Section 5.1, 1(e) of the Development Agreement); and

<) Upon your reasonable request, forward our then current form of Franchise Disclosure Document
for yoaur use in exercising options to purchase franchises you must develop in the option area (see Section
5.1.2 af the Development Agreement).

Franchise Agreement: Before the Deli opens, we are obligated under the Franchise Agreement to make
available to you, or assist you in obtaining, the following:

&) Standard construction plans, specifications and layouts for the structures, equipment, furnishings,
décor and signs identified with Jason's Delis that we make available 10 all franchisees from time to time
(sce paragraph 4{a) of the Franchise Agreement);

b} Guidance in the selection of an acceptable site for the Deli location (see paragraph 4(h) of the
Franchise Agreement;

<} Review site plans and final construction plans and specifications for conformity to our

construction standards and specifications, whether the Deli will be remodeled or otherwise (see paragraph
4{c) of the Franchise Agreemenit];

d} Initial training. including standards, methods, procedures and techniques, at times and places that
we may designate, and subject 1o the other terms of paragraph 10 of the Franchise Agreement (see
paragraph 4(d) of the Franchise Agreement). A table summarizing the training program is included at the
end of thiz Item 11;

el Assistance that we determine is required in connection with your Deli opening (s¢e paragraph
4{e) of the Franchise Agreement);

f The use of our Operations Manual, other manuals and training aids. that we may revise from time
to time (see paragraph 4(f) of the Franchise Agreement); and

g Approval of any site you select.
Afier the Deli is opened, we are required to provide you with the following:

a) Merchandising, marketing and other data and advice as we may develop from time 1o time (see
paragraph 4(g) of the Franchise Agreement);

b) Periodic individual or group advice, consultation and assistance rendercd by personal visit or
telephone o by newsletters or bulletins (see paragraph 4(h) of the Franchise Agreement);

) Bulletins, brochures, manuals, and reports that we may publish from time 1o time regarding our
plans, policies, research, developments and activities (see paragraph 4(i) of the Franchise Agreement);

d) Oxher resources and assistance as we may develop and offer to our franchisees (see paragraph 4(j)
of the Franchise Agreement),

System-Wide Advertising Fund (*Advertising Fund™): We do not provide national advertising and you
are not currently required to make payments info a System-Wide Advertising Fund or Co-op. If you are
obligated to contribute to an Advertising Fund in the future, it will be after notice from us. Your
payments, in that event, will be in amounts that we prescribe from time to time (see ltem 6) but will ot
exceed 2% of yvour gross sales, plus Y of 1% administrative fee, Our Delis will also contribute to the
FTC
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Syatem-Wide Adventising Fund, if such a fund is created.

When we establish the Advertising Fumd, we will direct all the programs finances and will have sole
discretion over the creative concepts, materials and endorsements used and the geographic market and
media placement and allocation of the programs. The Advertising Fund may be used to pay costs of
preparing and producing video, audio and written advertising materials; administering national, regional
and multi-regional advertising programs, including purchasing direct mail and other media advertising
and employing advertising promotion and marketing agencies to provide assistance; and  supporting
public relations, market research and other advertising, promotion and marketing activities. The
Advertising Fund may periodically furnish you with samples of advertising, marketing and promaotional
formats and materials at no cost. Multiple copies of these materials will be furnished to you at the
Advertising Fund's direct cost of producing them, plus any related shipping, handling and storage
charges.

Accounting for the Advertising Fund will be separate from our accounting, or may be a separate business
entity. We will not use contributions 1o defray any of our peneral operating expenses, except for

reasonable salaries, administrative costs, travel expenses and overhead that we may incur in octivities
related to the administration of the Advertising Fund and its programs, including conducting market
rescarch, preparing advertising, promotion and marketing maerial and collecting market research,
preparing advertising, promotion and marketing material and collecting and accounting for contributions
1o the Advertising Fund, We may spend on behalf of the Adventising Fund in any fiscal year, an amount
greater or less than the aggregate contribution of all contributions to the Advertising Fund in that year,
and the Advertising Fund may borrow from us or others to cover deficits or invest any surplus for fiture
use. We will use all interest eaned on monies contributed to the Advertising Fund to pay advertising
ensts before other assets of the Advertising Fund are expended. We will prepare an annual statement of
monies collected and costs incurred by the Advertising Fund and fumnish it to you upon writien reguest,
We may separately incorporate the Advertising Fund and operate it through this separate entity at such
time that we deem appropriate. This successor entity will have all the rights and duties described
previously.

Onee established, the Advertising Fund will produce and distribute marketing and advertising 1o promete
our Marks. The advertising and marketing materials and programs we design and place may not benefit
all Jason's Delis, or affect all peographic areas proportionately, nor may equivalent monies be spent to the
contributions by Jason’s Delis operating in that geographic area, A specific Jason's Deli may benefit
disproportienately to i15 contribution to the Advertising Fund.

From time to time, we may seek input from the Franchise Advisory Council {(“FAC™) (see Item 200, We
do not assume any direct or indirect liability or obligation to you with respect to collecting amounts due
lo, or maintaining, directing or administering the Advertising Fund, but we will not use the funds to
sodicit the sale of franchises.

We reserve the right 1o defer or reduce contributions of a fmnchisee and, upon 30 days’ prior written
niice 1o you, to reduce or suspend contributions 1o and operations of the Advertising Fund for one or
more periods of any length and to terminate (and, if terminated, 1o reinstate) the Adventising Fund. If the
Advertising Fund is terminated, all unspent monics on the date of termination will be distributed to
franchisees in proportion to their respective contributions to the Advertising Fund during the preceding
twelve-month period.

Local Advertising: You are obligated 1o spend monthly for advertising and promotion of the Deli, not less
than 2% of gross sales, less any amounts paid to the Advertising Fund described previously. You are also
required to redeem Deli Dollars, a system-wide promofional coupon. Currently, vou may credit
redemption of the Deli Dollar against the 2% of gross sales advertising requirements,
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We may review your books and records relating to yous expendiiures for such advertising and promation,
IT we determine that you have not spent the requisite amounts, we may require you to pay the unexpended
amounts into the Advertising Fund or otherwise insure that an equivalent amount is used by you for retail
advertising.

You must only produce advertising, promotion and marketing that is clear and factual and not misleading
and conforms to the highest standards of ethical marketing and the promotion policies that we prescribe,
You must submit samples of all advertising, promotional and marketing materials that we have not
prepared or previcusly approved for approval before you use them. If you do not receive written
disapproval within 15 days after our receipt of the materials, our consent will be deemed o have been
given. You may not use any advertising or promotional materials that we have disapproved. (Franchise
Agreement — Section 11 and 13); (see ltems 6. 8 and 9). We may revoke consent at any time.

You must use our approved style guide contained with our operational manual, for all advertising

materials. This style guide comains all approved fonts, type sets, colors and messages, as well as printing
and production reguirements.

Cooperative: 1f we esiablish, or suthorize others to establish, an advenising and marketing cooperative in
the region or area in which your Deli is located, vou must contribute to the cooperative each moath in an
amount specified by us. Your contribution to the cooperative will be credited towards satisfaction of the
obligation for expenditures for local advertising and promotional activities.

If you are required o contribute to an advertising cooperative, the amount to be paid shall not be greater
than 2% of gross sales, less any amounts paid by you to a System-Wide Advertising Fund. The system-
wide fund will be governed solely by us. Regional cooperative advertising funds, when existing, will be
governed on a voting basis of one vote for each deli in the cooperative.

We will have the right in our discretion, 1o designate any geographical area for purposes of establishing a
cooperative and you must participate in the cooperative if we require it. If a cooperative for the
geographical area in which your Deli is located has been established at the time you commence
operations, you are immediately obligated to become a member of the cooperative under the terms of the

then-existing cooperative agreement,

If & cooperative for the geographic area in which the Deli is located is established during the term of the
Franchise Agreement, you must immediately become a member of the cooperative and take all sieps
necessary to remain @ member. In no event are you required to be a member of more than one
cooperative for your Deli; however, if yvou own more than one Deli and the Delis are in diffierent aneas, it
is possible that your Delis will be in different cooperatives. If vou own multiple Delis, each Deli must be
& member of the cooperative.

Each cooperative will be onganized and governed in a form and manner approved by us in writing. and
will commence operations on a date we specify. Any disputes arising among or between you, other
franchisees in the cooperative, o the cooperative, will be resolved in accordance with the rules and
procedures set forth in cooperative’s govemning decuments, Each cooperative will be organized for the
exclusive purpose of administering regional advertising programs and developing, subject o0 our
approval, standardized promotional materials for use by the members in local advertising and promotion.
Voting power will be determined by allocation of one vote for each Deli in the cooperative, whether or
not franchisee is owned by us.

Advertising Councils: There currently are no franchisee advertising councils that advise us  on
sdvertising policies or any advertising cooperatives, although the Franchise Advisory Council, described
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in ltem 20, has and will have input on these issues.

WebsitesSocial Media: We maintain the enly website permitted. Details on this website are outlined in
ltem & and elsewhere in this Franchise Disclosure Document. We also maintain the only permitted
“Jason's Deli” brand Facebook, Instagram, and Snap Chat pages. Individual store Facebook pages are
permitied, but they must be approved by us and utilize all curremt brand standards. In addition, we
maintain the only brand Twitter handle,

Site Sefection Methods: Under the Franchise Agreement, you are required to open for business within one
year after the date of execution of the Franchise Agreement. IT a1 the time of execution of the Franchise
Agreement, you have not secured a location for the Deli, you must execute the Site Developmen
Addendum to the Franchise Agreement {see Exhibit “E” of this Franchise Disclosure Document) and after
the same, leass or acquire a site acceptable to us within the terms and conditions of the Addendum.
Factors we consider for proposed sites include population density, demographics, traffic

count and patierns, and proximity 1o other businesses, In addition, we consider potential for catering
business, surrcunding retail establishments, available parking, signage requirements and stare visibitity,

The typical length of time between the signing of the Franchise Agreement, or the first payment of any
consideration for the franchise, and the opening of the Deli is four 10 twelve months, Factors affecting this
length of time, and possibly extending it, include identification of a satisfactory site, financing, lease
negotiation, zoning and environmental permits, construction delays (weather, labor, materials), and
delivery and installation of equipment and signs,

The Franchise Agreement does not require us to approve or disapprove your site within a specific period
of time. Typically, we approve or disapprove sites within four to six weeks of receipt of your written
proposal with required attachments. We have ultimate approval rights over your site. If you fail to obtain
an acceptable site or sile approval has not been obtained within 180 days of the Franchise Agreement, you
are entitled to a 70% refund of your initial franchise fee and your Franchise Agreement may be
terminated. The Site Development Addendum outlines these rights in more detail.

Electronic Cash Register System: We require you 1o purchase or use MCR electronic cash
registers, Your Deli will require the following:

1 Deleo terminal;

34 To-Go terminals;

2 Dine In terminals;

| kiosk stand terminal for salad bar; and
3 remote printers

bt gl o b

Cur approved system includes the following software packages provided by NCR:

Aloha Q5;

Aloha Takeout;

Aloha EDC or NCR Payments;
Aloha Configuration Center; and
Aloha Insight.

ha o S

Our systems provide a comprehensive ordering and store management platform that integrates with
Restmrant Revolution Technologies, Ine. online ordering system and includes the fallowing:

1. Labor Management;
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Order Taking:

Delivery Order Management;
AR Customer Management;
Annual Tax and Labor Reporting;
Inventory Contral; and

Sales Information.

=0 % LA e el BJ
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Estimated upfront hardware and software costs for the system we use in our stores total approximately
£3.600.00 to $5,000.00 per Deli, Our estimated recurring support and upgrade costs per Deli are $600.00 -
£700.00 per month. You are responsible for all maintenance upgrades and updates of thess sysiems,
Upgrades to the system are periodic, but may occur as frequently as once or twice a year,

Contputers: You must hive a computer with a minimum of 8 GB memory (RAM) and 250 GB of hard

drive, minimum of an Intel 1 7 processor with minimum broad band access to the internet, and an
opcrating system of Windows 10 or greater, accompanied by a standard printer that can handle black and
white (color optional) ink that results in § ¥ x 11 printouts,

Fraining Frograms: Fronchise Agreesent. We conduct an initial training program for you and four
other mansgement persons who are 1o be actively involved in the operation of the Deli. In order for you
or & trainee to perform at the level of general manager upon completion of the training program, the
trainee should have five or more years of full service restaurant management experience, We require at
least three and sometimes all five initial attendees to have this level of prior management experience.
Attendance at the initial training program is mandatory for you or, if you operate in corporate form, the
controlling shareholder (or if no comrolling sharcholder member exists, a person approved by us) and four
other persons who will be actively involved in management of the business or operation of the Deli. Mew
management personnel must comply with the requirements as well. Training must be completed
successfully to our sole satisfuction. Failure to meet such requirements constitutes a defanlt under the
Franchise Agreement. Training programs are conducted in one of our corporate markets as determined by
our Director of Development. The specific location at which your training will occur is at our discretion.
Oiher key personnel may also attend with our approval. If you hire new management personnel, then
these individuals must also attend and satisfactorily complete the initial trainingprogram.

In lieu of raining at our facility, you may elect to train your management personnel #1 one of your Delis,
as long as you have been certified 1o do so. Certification is not available for an initial Deli. If you do not
continue 1o meel requirements established by us for training Delis, we may, at our option, revoke your
certification, in which event management personnel must train at one of our facilities.

Affler you execuie the Franchise Agreement and at least five weeks before opening, you and the other
personnel must attend and complete the iraining program. The training program will last for at least a
thingen-week period. Training dates are not regularly scheduled, and training will begin on a date agreed
upon by you and our Development Department. This training period could be even longer than thirteen
weeks, if we determine a longer period is necessary. We also reserve the right to require that your
managers be re-trained due to poor performance or consistent failure to follow operational procedures.

Operations Manualiz We have a series of operational documents which set forth all operations,
procedures and requirements for the operation of a Jason's Deli. These operational requirememts are
outlined in Exhibit “M" o this Disclosure Document.

The following chart contains additional information about the training program:
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TRAINING PROGRAM

SURIECT HOLURS OF HOURS OF ON- LOMCATIOMN
CLASSROOM THE-I0OHE
TRAINING THAINING
Personne| {1 ] Closest geographic
corporate fraining
Administration i 8 location to Deli to be
opened as determined
Operations 50 250 by the Development
Department.
Adverising/ L 16
I'u-'[a:kming.
Customer Service 1] 100
Food Preparation i} 200
Imventory 1] 23.5
iCgntral
Sanitation and Safety 0 20

<This section intentionally left blank=
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I. The following individuals have responsibility for training:

a)
Mr. Jomaa has been with Franchisor as Director of Training since January 2017,

b)

There are currently four full-time Development Managers. These individuals are responsible for assisting
with restaurant operational training in their regions, both for company and franchise personnel. They all
hiave a1 least two years of actual operational and management experience with s,

) Managing Pariners

These individuals are responsible for restaurant operational training in their delis, both for company and
franchise personnel. Most have at least two vears of actusal operational and management experience with
us,

d) Certified Emplovees al Store Level

Certain hourly employees have been cenified to train sdhers in specific operational functions in Delis.
These persons typically may have six months or more of training experience, but some have less.

We may also offer additional training programs for both you and your management personnel, some of
which are or may be designated as mandatory, There is currently no charge payable to us for you or vour
personnel 1o attend any training program under the Franchise Agreement. You are responsible for all
attendant expenses (travel, motel'hotel, food, etc.) for all training programs whether initial, advanced or
oherwise. We charge each person altending the actual retail cost per day for meals while participating in
the training program. At present, the only additional training programs take place at an annual Franchise
Conference, which take place at revolving locations throughout the United States. Topics vary, but are
geared towards the general interest of franchisees.

Devefopment Agreement: We may require any principal or employee who is actively involved in the
development and operation of Delis in the Option Area to attend and satisfactorily complete such
training programs as we may require. You are required to complete the mandatory initial management
training and technical training for a franchisee as described above. In addition, you, as a developer, must
cause vour emplovees to attend and satisfaciorily complete all mandatory training programs, ingluding
basicand advanced training. refresher courses and technical or business seminars that we may require
from time to time.

ITEM 12
TERRITORY

Development Agreement:

During the term of the Development Agreement, we will not establish or grant a franchise to any person,
other than you, the right to open a Jason®s Deli in your option area. The option area will be determined by
vou and us, based upon the number of stores that is determined the particular market will hold. In new
markets, we prefer sell franchises to multi-unit operators, and a5 such a Development Agreement
conveying &n exclusive lerritory is mandatory. There are no exclusive territorial rights conveyed without a
Development Agreement. The Development Apgreement will give you an exclusive territory within the
opion ares. As such, without a Development Agreement, you may face competition from ather
franchisees, from outlets that we own, or from other channels of distribution or competitive brands that
we controd.
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The option area is described in an anachment to the Development Agreement and consists of a
maetropolitan area or a county of other political subdivision. The continuation of your territorial rights is
subject to your compliance with a development schedule that will be agreed upon between vou and us,
and described in an attachment to the Development Agreement. You, as Developer, are required to open
the first Deli within 12 months afler execution of the Development Agreement. Typically, you must
execute another Franchise Agreement and open a second Deli within 18 months after execution of the
Development Agreement, Afler opening the first Deli, you, as Developer, must execute Franchise
Agreements and open Delis in accordance with the development schedule. At our election, we may
temporarily waive compliance and prohibit the development of a Deli required by the development
schedule if, in our sole judgment, you are not operationally or financially capable of the development.
You are required fo meel a revised development schedule requiring the opening of the additional Deli
within six months from the date that the Deli should have been opened, if you can then demonstrate your
capability to financially and operationally open an additional Deli. If you cannot comply with the
preceding, you are in material default of the development schedule. The number of Delis you are required
to open under the development schedule is determined by us with reference 1o demographic
characteristics of the option area. Your failure to have Delis open and in operation in the option area in
accordance with the development schedule is a material default. Upon such default, we may take any one
or more of the following actions:

1. Terminate the Development Agreement and all development rights granted without affording you any
opportunity to cure the default, effective immediately upon mailing & written notice toyou;

2. Reduce the number of Delis you may establish in the optionarea;
3. Terminate the territorial exclusivity granted you under the Development A greement;
4, Reduce the size of the option area by any amount;

5. Accelerate the development schedule; and

Avail ourselves of any other rights or remedies provided under the Development Agreement or permitted
under law or equity. If the Development Agreement and/or the exclusive territory are terminated, you will
not have any exclusive territory. You may face competition from other franchisees, from outlets that we
own, of from other channels of distribution or competitive brands that we control,

If you successfully complete the development schedule, then for a two year period of time after opening
date of the last Deli is required 1o be opened, under the development schedule, we will not establish or sell
a franchise for any Deli in the option area, excepl upon your request or consent. ‘After expiration of the
two vear period and during the term of the Development Agreement, if we propose 1o grant a franchise or
area franchise or development rights in the option area, you will have the right of first refusal to enter into
such agreement, if the following are met:

1. You are then in compliance with all Franchise Agreements;

2. The wtal number of Delis required to be open and in operation pursuant to the schedule &re then open
and in operation in the option area;

3. Within fifteen (15) days after receipt of written notice of our proposal to enter into any such
agreement, you nodify ws of your intent 10 exercise your rights of first refusal and afier that, within
thirty {30} days of such notice to us, you execute the agreement in the fonm proposed and forward to

FIC
B53a



us the executed agreement, together with all then established inftial fiees; and

4. If you fail to notify us of your intent to exercise your right of first refusal or fail to submit the
executed agreement and fees within the time limits prescribed above, we may establish or grant
franchises to others to establish Delis in the option area.

Franchise Agreement:

You are granted the right and license and undertake the obligation 10 operate the Deli only at and from a
specified location accepted by us. The franchise is non-exclusive and includes no right to sub=franchise
1o others. You will not receive an exclusive territory, You may face competition from other franchisees,
from outlets that we own, or from other channels of distribution or competitive brands that we control,
Unless you execute a Development Agreement, you are granted no options, right of first refusal, or
similar rights to obtain additional franchises.

If you have not secured a location for the Deli at the time of execution of the Franchise Agrecmend, you
shall execute the Site Development Addendum attached to the Franchise Agreement. Exhibit “E” to this
Franchise Disclosure Document containg a copy of this Addendum. You must then execute a lease with a
third party or acquire a site acceptable to us in accordance with the terms and conditions of the Site
Development Addendum. The Site Development Addendum provides that your site must be located
within a specified general area, which is described in the Site Development Addendum, solely for the
purpose of limiting the area within which you may seek a location for the Deli, Maothing in the Franchise
Agreement or Site Development Addendum shall prevent us from granting franchises to others for
bocations within the “General Area” (as defined in the Site Development Addendum, normally a city,
county or other palitical subdivision) at any time,

The right and license of the Proprietary Marks granted 1o you under the Franchise Agreement is non-
exclusive, and we may;

1. Grant other licenses and franchises for the proprietary marks, in addition 1o those licenses already
granted;

I. Use the proprietary marks in connection with marketing and selling products and services;

3. Develop and establish other systems for the same or similar proprictary marks, or any other
proprietary marks, and grant licenses for franchises without providing any rights toyou.

You may solicit or receive orders from customers anywhere, but you may nol use any alternative
distribution channels, such as the internet (other than our system-wide internet site), catalog sales,
telemarketing or other direct marketing, without our prior written approval. We reserve the right to use
alternative distribution channels, such as the intemnet, anywhere and without compensation paid to you,
including within an option arca granted by a development agreement.

AL present, neither we nor any pareni or affiliate has established other franchises or company-owned
outlets selling or leasing similar products or services under a different trade name or trade mark,

You may net relocate a Deli without our consent. If your lease expires or the premises are lost as a result
of eminent domain or casualty, within thirty (30) days of the event, you are entithed to apply to us 1o
relocate the premises, Our consent will not be unreasonably withheld, but we must approve a new location
and you must open within ninety (%0) days of approval {360) days if the premises are to be a free-standing
building},
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ITEM i3
TRADEMARKS

You are granted the right to use our principal marks of JASON'S DEL] and JASON'S in the operation
and promotion of your business at the franchise location as well as the trade dress and all other symbols,
logos and other marks now or adopted in the future and authorized for system-wide use,

You shall acknowledge in the Franchise Agreement: (1) our ownership and validity of our marks,
JASON'S and JARON'S DELIL, and other authorized marks to be used; (2) the marks shall a1 all times
remain our sole property; and (3} the marks have substantial value.

We claim common law rights in our name, marks, trade dress and logos based on our use of each in the
L'nited States.

We have registered a number of service marks in the United States Paent and Trademark Office:
a) Reg No. 1,325,158 = JASON'S DELI for restaurant and delicatessen services in Class 42 (U.S.

Classes 100 and 101}; registered on the Principal Register on March 12, 1985, The mark has been in
use since Movember 30, 1976; and

b} Reg No. 1,352,239 — JASON'S for restaurant and delicatessen services in Class 42 (LS. Classes 100
and 101); registered on the Principal Register on July 30, 1985, The mark has been in use since
Mowvember 30, 1976.

There are no currently effective agreements that significantly limil our rights 1o use or license the use of
the principal marks listed in this section in a manner material to the franchise. All required affidavits have
been filed by us and no registration is due to be renewed, although all principal marks will be renewed
wihen requined,

There are no currently effective material determinations of the Patent and Trademark Office, Trademark
Trial and Appeal Board, and State Trademark Administrator or any court, nor is there any pending
infringement, opposition or cancellation proceeding pending material litigation involving the principal
marks. We are not expressly obligated by the Franchise Agreement, or by any other agreement, to
participate in your defense or indemnify you for expenses or damages if you arc a pary 10 an
administrative or judicial proceeding involving trademark licensed by the Franchisor or if the proceeding
is resplved unfavorably 1o you. We have the right to control any administrative proceedings or litigation
involving a principal mark licensed by us to you.

If it becomes advisable a1 any time, we may instruct you to modify or discontinue use of any mark or use
one or more additional or substitute trademarks or service marks. We are not obligated to reimburse you
far any loss of revenue or expenditures you make to implement the proceeding.

We are not aware of any current infringing uses of our marks and know of no infringing uses that would
materially affect your use of our trademarks. service marks, trade names, logotypes or commercial
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symbols in the state.

ITEM 14
PATENTS, COFYRIGHTS AND PROPRIETARY INFORMATON

We do not own any right in or 1o any patenss or copyrights that are material to the franchise, excep
certain manuals that may be copyrighted, although the copyrights may not have been filed with the United
States Registration of Copyrights. With respect to certain confidential and proprietary information
disclosed o you in connection with the system, including information relating to recipes and preparation
methods, and your operations, you agree 1o treat and maintain this information as confidential during the
term of the Franchise/Development Agreement and afterwards. Information, technigues and know-how
developed, compiled or prepared by you, your emplovess or agents dunng the term of the Franchise
Agreement and relating to the system or the operation of the Deli is a pant of the confidential information
protected under the Agreement. Further, you agree, at our request, to oblain and deliver 1o us signed
Confidentiality Agreements from any or all of your employees or agents who may have access to
confidential information, in a form satisfactory 10 us and identifying us as a third-pary beneficiary with
the independent right to enforce them (a copy of the Confidentiality Agreement is attached as Exhibit
“H™).

There are currently no effective determinations of the Copyright Office (Library of Congress) or any

coun regarding any of the copyrighted materials, nor are there any agreements currently in effect that
significantly limit our right 1o use or suthorize you to use the copyrighted materials, Furthermore, thers
are no infringing uses actually known to us that could materially affect your use of the copyrighted
materials in any state. We are not required by any agreement 1o protect or defend copyrights or
confidential information, although we intend to do so when this action is in our bestinterest,

Our confidential operations manuals and other technical and business manuals we issue from time 1o time
are accessible and maintained through our website. During the franchise sales process and afler you are
approved o35 a prospective franchisee, our representative will assist you with access to these manuals for
your inspection. You will at all times treat the manuals as confidential and use all reasonable efforis 1o
maintain the information as secret and confidential. You will not at any time copy, duplicate, record, or
otherwise reproduce the manuals, in whole or in part, nor otherwise make them available 1o any
unauthorized person.

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

Linder the terms of the Franchise Agreement, you, a general manager, and three other management
persons, 2ll of whom have successfully completed the training course, are required 1o personally manage
the Deli. As noted in liem [, persons atiending the training program should have certain full-service
restaurant management experience. You and the other management persons must attend and successfully
complete training provided by ws. If you are doing business as a business entity, the controlling
shareholder or member of such entity (along with the other previously described persons) shall attend.
We believe the success of the Deli will depend wpon your personal and continued efforts, supervision and
aticntion, Finally, you and your management personne! must enter the agreement attached as Exhibit “H”,
or & similar agreement prepared by an atlorney in the stade in which the Deli is located and which we have

approvied.

I you are a corporation or limited liability company, your owners must not only personally guaranice
your obligations under the Franchise Agreement, but also agree to be personally bound by, and personally
liable for, the breach of every provision of the Franchise Agrezment, both monctary and non-monetary
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obligations, and agree to take or refrain from taking specific actions or to engage or refrain from engaging
in specific activities. This “Guaranty and Assumption of Obligations™ is attached 1o the Franchise
Agreement as Exhibar *J7.

ITEM 16
RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

We offer you the opportunity to own and operate Delis that provide restaurant and delicatessen services to
the general public, You are not limited in the customers to whom you may provide services. You must
operate in accordance with the systems and procedures we develop and modify from time to time to
assure the services offered are of uniform guality. The Franchise Agreement provides that you will offer
and sell from the Deli all services and products we require and will not offer or sell any other services or
products of any kind or character without our prior written consent, We have the right to change the types
of authorized goods and services from time to time at our sole discretion.

We offer many “health conscious” items in addition to traditional deli style sandwiches. All our food
menu afferings are free of artificial trans-fat (hydrogenated oils), as well us artificial flavors, high fructose
com syrup (excluding some fountain beverages at the present time), and artificial dves and fMavors. In
addition, many of our offerings are “organic™. You must not only offer such items, but you must ensure
that such menu items meet the dietary requirements outlined in our operations manuals and other
directives. You will discontinue offering any services or products (whether or not we previously
authorized them) promptly upon notice from us.

The Franchise Agreement also provides that you use the Deli solely for the operation of the franchised
business, keep the Deli open and in normal operation for minimum hours and days that we may from time
to time specify or approve in writing, and refrain from using or permitting the use of the Deli premises foe
any other purpose of activity al any time without our express prior written consent, The building and
premises of the franchise must also meet the design specifications we prescribe and a refurbishing or
remodeling charge is required (see Franchise Agreement at Section Tic)

ITEM 17
RENEWAL, TERMINATION, TRANSFER AND MSPUTE RESOLUTION

THE FRANCHISE RELATIONSHIP

This table lists certain important provisions of the Franchise and related agreements. You should
read these provisions in the agreements attached to this Franchise Disclosure Document,

PROVISION ARTICLE IN FRANCHISE SUMMARY
AGREEMENT
a, Term of Franchise Paragraph 2{a) Term is 20 year from date Deli

opens, IF you purchase an
existing Deli, you will obtain
the remaining term of your
seller’s franchise.
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b. Renewal or Extension of
Term

Paragraph 2(h)

If you are in good standing, vou
can add successive terms of
years {10 each). You may be
asked to sign a contract with
materially different terms and
conditions than your original
contract, and the continuing
royalty on renewal will not be
greater than the continuing
rogpalty that we then impose an
simnilarly=situated renewing
franchisees,

. Requirements for you 1o
reneyw or extend

Paragraph 2(b)

Modify us, sign new agreement,
remodel and sign release and
not be in defalt with landbord
or Company. Renewal will be
for a ten vear term and you may
be required 1o sign a Franchise
Agreement with materially
different terms and conditions
from the original Franchise
Apreement.

d. Termination by You

Mone, except under Site
Addendum.

IT you are unable 1o locate an
approved site within 180 days
after execution of the Franchise
Agreement and you timely
provided notice and are not
otherwise in default of your
Franchise Agreement, you may
terminate and receive a refund
of 70%% of vour initial fee, The
Franchise Agréement’s
provisions(s) regarding
termination by the franchisee are
subject o state law.

. Termination by us Without Mone MNFA
Cause
f. Termination by us With Paragraph |3 We can terminate the Franchise

Cause

Agreement if you commit a
default that cannot be cured or
fail to timely cure a default that
may be cured under vour
Franchise Agreement for the
lcation, or any other Franchise
Agreement you have with us for
this or other location.
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£ "Cause” defined — defaults
which can be cured

Paragraph 1 3{cWd)

You have 10 days to cure:
Mon-payment of fees.

You bhave 30 days o cure:
Failure to submit reposis,
maintain standards, engaging in
illegal practices, misuse of
marks or confidential
information and default in any
other provision of Franchise
Agreement. Cure periods may
be extended by the laws of your
slate.

h. “Cauze” defined - defauls
which canmot be cured

Paragraph 13(a)h)

Mon Carable Default:
Bankruptcy, conviction of
fzlony, failure to find site or
remaodel, trademark misuse,
false sales reports, shandonmem
of the premises, un-approved
iransfers, failure to comply with
in-term covenants, failure 1o
complete training, failure to
timely pay taxes or creditors
and your repeated violation 1o
pay amounts due us, The
provision in the Franchise
Agreement which provides for
termination upon bankruptey of
the franchise may not be
enforceable under Federal
Bankruptey Law (11 US.C. B
Section 101 ef seq.).

i. Your obligation o
lerminsion'non-renewal

Paragraph 13 (e)

Obligations include complete
de-identification, payment of
amounts due, and return of all
records, and trademarked or

copyrighted materials (see alap
“r" below).

J Assignment of confract by us

Paragraph 14{b}x}

There is no restriction on our
right to assign.

k. “Transfer™ by you -
defimition

Paragraph 14(b)

Includes transter of contract or
assels or ownership change.,

. Our approval of transfer by
franchisce

Paragraph 14(h)

We have the right 1o approve all
transfiers, but will not
unrgasonably withhold

approval,

FTC
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m. Conditions for our approval
of transfer

Paragraph 13(1)0)

Mew franchise qualifies,
transfer fee paid, purchase
agreement paid approved,
training arranged, release signed
by you and current agreement
signed by new franchisee,
guarantez by you of new
franchisee’s obligations, if
requested by us (also see ¢
below),

n. Our right of first refusal o
acquire your business

Paragraph 13(b)i)v)

We can match any offer for
your business,

o, Cur option 1o purchase your
business

Paragraph 14

Lpon termination, we may
purchass your inventory and
assume your store lease,

p. Your death or disability

Paragraph |4{B)u)

Franchise must be assigned by
estate (o approved bayer within

& months.

. Mon-competition

Paragraph |5{a)

MNo involvement in competing
business anywhers in U5, The
Franchise Agreement’s
provision(s) are subject to state
lasw.

r. Mon-competition covenants
after Franchise is terminated or
expires

Paragraph 15(b)

Mo competing business for 2
years within 25 miles of another
Jason’s Deli (including afier
assigniment), The Franchise
Agreement’s provision(s) ane
subject to state law,

5. Modification of agreement

Mane

Mo modification generally, but
Operating Manual subject to
change

. Integration'merger

Paragraph 20

Only the terms of Franchise
Apreement are binding (subject
o state law), Any
represeniafions of promises
outside this dizclosure
decument and the Franchise
Agreement may not be
enforceable,

u. Dispute resolution by
arbitrsion or mediation

Mone

MIA

v. Choice of forum

Paragraph 17

Litigation must be in Beaumont,
Texas, unless prohibited by
state law,

w, Choice of law

Paragraph 17

The Franchise Agreement is
governed by the laws of Texas,
Mevertheless, state laws may
apply.

FTC
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ITEM 1%
PUBLIC FIGURES

No compensation or other benefit is given or promised 1o a public figure arising in whole or in part from
the use of a public figure in the name or symbol of the franchise, or the endorsement of recommendation
of the franchise by a public figure in advertisements. You may use the name of a public figure in your
promotional efforts or advertising, but only with our prior approval. There are no public figures invalved
in our actual management or control,

ITEM 19
FINANCIAL PERFORMANCE REFRESENTATIONS

The FTC's franchise rule permits a franchisor to provide information about the actual or potential
performance of iz franchised and’or franchisor-owned outlets, if there is a reasonable basis for the
information, and if the information Is included in the disclosure document. Financial performance
information that differs from that included in ltem 19 may be given only if: (1) a franchisor provides the
actual records of an existing outlet you are considering buyving: or (2) a franchisor supplements the
information provided in this lem 1%; for example, by providing information about possible performance
at a particular location or under panticular circumstances.

We do not make any representations about the Franchisee’s future financial performance or the past
financial performance of company-owned or franchised owtlets, We also do not authorize our employess
oF representatives to make any such representations, cither orally or in writing. If you are purchasing an
existing outlet, however, we may provide you with the actual records of that outlet. If you receive any
other financial performance information or projections of your future income, you should report it to the
franchisor’s management by contacting Troy Cormier ¢/o Deli Management, Inc. 330 Pine Sireet, Suite
1775, Beaumont, Texas 77701, 409-838-1976, the Federal Trade Commission, and the appropriate state
regulatory agencics,

ITEM 20
OUTLETS AND FRANCHISEE INFORMATION
Table Mao. 1
System-Wide Outlet Summary
For Years 2021072022 120232
Column 1 Column 2 Column 3 Column 4 Column 5
Outlet Type Year Outlets at the
Start of the Owatlets at the Net Change
Year End of the Year
20218 R 528 BT
Franchised B
20224 TR H 03
20232 82 B35 T
20214 [ 164 )
Company-(wned At vt
20224 163 12 Lh
ity e
I'I:IE'@ Jissi 311 -
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Todal Cutlets

20210 i =32

202724 47 N 4
15 L E

20252 X2 203 i

*As of the close of last fiscal year there are no outstanding Arca Development agreemenils,

Table Mo, 2

Transfer of Qutlets from Franchisee to New Owners (Other than the Franchisor)

For Years 202 1202 21720212

Columm 1 Column 2 Column 3
Slale Year Mumber of Transfers
CrhiorFes 20210 | &
2027 [Ty
202332 1]

<This section intemionally left blank.>
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Tahle Mo, 3

Status of Franchised Outlets
For Years 202 10/202 23/202 52

ol wimn Column | Celumn | Columa Column sl i Calimn Calumn Columa
i 3 3 d £ & T ] ]
Hiate Year Oatleis Owibets | Terminations Wnm- K- Ceased Chintbets
at 5tanl | Ohpemed Henewals | scqmired Operatioms- | of End
of Year b (Hbser of Year
Framchizor Heaznns
2021k 2 [] 1] i} {¥ 1] ;]
Alabama 20z ] [1] 1] i i} ] ]
20213 ] 0 i 0 0 0 7
2014 1] 1] 1] il 1] ] L]
ArFiznaa 20014 Q 5] [1] ] [4] L} [}
b B 7] [i] 1] [1] [#] [1] 1]
1] 3 1] 0 [ 1] [ i
Aurkmn s | 3 (i 1] [x] 1] 1] k!
20252 3 {1 i (1] 1] 4] 3
PG i {l [1] i 1] [} 1]
Califieraia ek 1y i { 1] 1] 1] ] il
i rEF [1] [1] 1] 1 1 1] 1
20N R [1] 1] il I 0 H
Coleradn 200 5 [i] 1] [1] {l o L]
2033 5 i] 1] [0 1] 1] T
i s 0 1] 1] i i 3
Flarida M2 4 [i 7] 1] [[] [1] i
Pl [l {i 1] 4] 1] [1] 4
20216 ¥ ] a K] 1] 1] [&]
lawas M [1] il [4] 1] 1] 0 o
2002 i £l i} 1] 1] [i] ]
20314 1 i ¥} ¥ ] 1] |
I ndlimna 20014 1 ] [¥] {1 1] K] ]
20232 i 1] 1] ] il 1] 1
K amsas 20216 b 1] ] il il ] it
M2 5 0 [1] [1] {i L]
L) 5 I [0 0 i T
T2 |1 3 1 1] il ] 1] i
Kentmcky 2025 3 [1] a [¥] &) L1 3
0312 3 [1] 1] 1] 1] [1] 3
20300 1 [i] [i] 1] 1] 0 ]
Lanixiums M2 1 ] i) ] i ] |
[ 202 [ 0 0 0 0 7] [
Yinnesota 202k [ 1] { [1] 1] ! ]
2 1] 1 Lk a ] 1] L]
MR 1 0 1 L] ] 1k ]
EITEN ] { [1] ] { 14
Pk
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Table No. 4
Status of Company-Owned Outlets

For Years 202 LIV202 24202 11

Colamn 1 Column 2 | Column 3 | Colomn 4 | Colamn 5 | Column 6 | Column 7 Column 8
State Year Otlets at Outles Outlets Re- Ouilets Dutleis Oratlets at
Start of pened pequired Closed Sold 1o End of the
the Yeaur from Franchisees Year
Franchisees
202 | 15 0 ] (1) ] 4
Alabama g
22} 4 ] 1] ] [ 4
2023 4 { i ] L] 4
2021 i {0 1] H { 5
Arizona bl
2027 5 1] ik i i) 5
!
2023 5 i 1] i i 5
2021 4 ] 1] i i 1a
Florida H
22T 10 1) 0 il ] I
EEI-_E i b 1] L} il L 0
2021 ] 545 [} 7] i { 1%
Georgka s
2022 15 i) i 17 L] [FFE
|
23 EEE 1] i] [IY] i 14
2021 L i 0 I i 8
Tllnois H
227 % 7] i i i T
2023 b H 0 i 0 ik
2021 | a i 0 ] 1
lowa t
20232 1 0 i [i] 1] I
|
2023 | 1] ] { ] |
202) 5 0 i} T 0 7
Louwlslamna d _
7 ] 0 )] L} )




e r—— R S i e o e

e | k! T ] { 0 { T
2021 |3 0 0 = 1] I
Maryland 4
2027 | { ih [} i} |
2023 | 1] 1] Ll i |
2021 Iz ] z {1 0 0
Missouri LS
P | A i L] 0 ] 0 0
|
2023 ] 0 ] ] 1] i
02| 2 0 1] ] L1 2
Mebraska =
2027 2 i [} {i i 2
p 0 2 i i} (1] i 2
2021 [ 1] 0 ¥ il 4
Mevaida -
Fa. | Mol 4 { i {0 i} 4
i
2021 4 ] ] i ] |
20| I2 I3 0 1z 0 i
MNorih H
Carolina anal L4 H (1] il ] i3
2023 13 (1] i 0 L 13
2021 0 ] 0 0 L] ]
¥hio LL
| e H ] W | £ i i
i | P {1 L] 0 L4 0 {0
20214 i ] i 1] 0 I
Pennsylvania 20224 | 1] 1] 1] ] I
202342 | [i] Q ] il 1
20216k i { L] i i 4
South 20224 4 L] 0 1 { i
Caraling iR 34 i ] 0 i i
020 1 Q0 i} 0 0 |
Tennessee el P 1 i} (] {0 L] |
el | 1 ik ] ]| i} |
20218 g2 1 1] } [i] Rk
Texas 20224 s 1 ] B { 80
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20210 u 16 0 [ i 53
Virginin 20224 o LH ] ] 0 %
20232 T 0 0 5 [ E
20218 I 0 0 0 a |
Wisconsin 20224 1 0 0 ] 0 I
20232 1 LI 0 0 (1] |
20210 |H5HES i { i) 2 0 £k
Totals 20224 165 i 24 7] | 32 s
L0233 fi2-His i i} 5 1] LBl
Tahle No. 8
Projected Openings as of December 31, 20252
Column 1 Column 2 Column 3 Column 4
State Franchise Agrecments Projected New Projected New Company-
Signed But Quilet Nof | Franchised Qutlets in Owned Qutlets in the
Opened the Mext Fiscal Year Current Fiscal Year
Ilinois i
Mississippi E B
Ohi .
Texas 1 5]
Total 1 3 5

Attached as Exhibit “F™ is a list of all franchises (including those with a signed Franchise Agreement, but
the Deli has not yet opened), including their names, business address and telephone numbers, as of the
date reflected on Exhibit “F*,

The name, city and state, and the cument business telephone number (or, i’ unknown, the last known
hame telephone number) of every franchisce who has had an outlet terminated, canceled, not renewed, or
atherwise voluntarily or inveluntarily ceased to do business under the Franchise Agreement during our
most recently completed fiscal year or who has not communicated with us within ten weeks of the
issuance date of this Franchise Disclosure Document are listed below:
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If you buy this Franchise, your contact information may be disclosed to others when you leave the
franchise sysiem.

During our last three fiscal years, none of our Franchisees have signed confidentiality clauses resiricting
their ability to speak openly about their experience with Deli Management, Inc.

The names, addresses, telephone numbers, email address and web address of each trademark-specific
Franchisee organization associated with the franchise system being offered, which we have created,
sponsored or endorsed, are as follows:

Franchisee Advisory Council, /o DM, 350 Pine Street, Suite 1775, Beaumant, Texas 77701,
Attention; Troy Cormicr

There are no independent franchisee organizations that exist or that have asked to be included in this
Franchise Disclosure Dacument.

ITEM 21
FINANCIAL STATEMENTS

Attached 1o this Franchise Disclosure Document as “Exhibit A™ are our audited financial statements for December 31, 20214,
20224, and 20232,

ITEM 22
CONTRACTS

The following agreaments and other required exhibits are atiached 1o this disclosure document in
the pages immediately following:

Exhibit “B” Franchise Agreement

Exhibit “D" Arca Development Agreement
Exhibii “E™ Site Addendum

Exhibin “J” Giugranly Agreement

Exhibit “M™ General Releass

ITEM 23
RECEIPTS

You will find copies of a detachable receipt in Exchibit “0™ at the very end of this Franchise Disclosure
Document isswed April 1, 20232,



EXHIBIT “A™
FRANCHISOR'S FINANCIAL STATEMENTS



o Grant Thornton

GRANT THORNTON LLP
700 Milam Street, Suite 300
Houston, TX 77002

D +1832476 3600
F +1713 6558741

GT.COM

April 1, 2024

Mr. Troy Cormier
Chief Executive Officer
Deli Management, Inc.
350 Pine St.

17" Floor, Ste. 1775
Beaumont, TX 77702

Grant Thornton LLP agrees to the inclusion in the Franchise Disclosure Document,
dated April 1, 2024 issued by Deli Management, Inc., of our report, dated March 28,
2024 relating to the consolidated financial statements of Deli Management, Inc. and
subsidiaries as of December 31, 2023 and 2022 and for the years then ended. Grant
Thornton LLP has not performed any procedures subsequent to the date of this letter.

WMLLF

Grant Thornton LLP is the U.S. member firm of Grant Thornton International Ltd (GTIL). GTIL and each of its member firms
are separate legal entities and are not a worldwide partnership.
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ﬁ Grant Thornton

GRANT THORNTON LLP
700 Milam Street, Suite 300
Houston, TX 77002-2848

D +1832476 3600
F +1713 6558741

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Board of Directors
Deli Management, Inc.

Opinion

We have audited the consolidated financial statements of Deli Management, Inc. (a
Texas S corporation) and subsidiaries (the “Company”), which comprise the
consolidated balance sheets as of December 31, 2023 and 2022, and the related
consolidated statements of operations, changes in equity (deficit), and cash flows for
the years then ended, and the related notes to the financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in
all material respects, the financial position of the Company as of December 31, 2023
and 2022, and the results of its operations and its cash flows for the years then ended
in accordance with accounting principles generally accepted in the United States of
America.

Basis for opinion

We conducted our audits of the consolidated financial statements in accordance with
auditing standards generally accepted in the United States of America (US GAAS).
Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are
required to be independent of the Company and to meet our other ethical
responsibilities in accordance with the relevant ethical requirements relating to our
audits. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Responsibilities of management for the financial statements

Management is responsible for the preparation and fair presentation of the
consolidated financial statements in accordance with accounting principles generally
accepted in the United States of America, and for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of
consolidated financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the consolidated financial statements, management is required to
evaluate whether there are conditions or events, considered in the aggregate, that
raise substantial doubt about the Company’s ability to continue as a going concern for
one year after the date the financial statements are issued.

GT.COM

Grant Thornton LLP is the U.S. member firm of Grant Thornton International Ltd (GTIL). GTIL and each of its member firms
are separate legal entities and are not a worldwide partnership.



Q Grant Thornton

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated
financial statements as a whole are free from material misstatement, whether due to
fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance but is not absolute assurance and therefore is
not a guarantee that an audit conducted in accordance with US GAAS will always
detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the consolidated financial statements.

In performing an audit in accordance with US GAAS, we:

e Exercise professional judgment and maintain professional skepticism throughout
the audit.

e Identify and assess the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error, and design and perform audit
procedures responsive to those risks. Such procedures include examining, on a
test basis, evidence regarding the amounts and disclosures in the financial
statements.

e Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Company’s internal
control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as
well as evaluate the overall presentation of the consolidated financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in
the aggregate, that raise substantial doubt about the Company’s ability to
continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding,
among other matters, the planned scope and timing of the audit, significant audit
findings, and certain internal control-related matters that we identified during the audit.

MMLLF

Houston, Texas
March 28, 2024



Deli Management, Inc.
CONSOLIDATED BALANCE SHEETS

December 31,

ASSETS

Current assets:
Cash and cash equivalents
Accounts receivable - trade, net of allowance for credit losses of $177,500 and $177,500
State income and sales tax refunds receivable
Other receivables
Inventories
Prepaid expenses

Total current assets
Property and equipment, net

Other assets:
Intangible assets, net
Goodwill, net
Other investments
Operating right of use assets
Deposits

Total other assets

Total assets
LIABILITIES AND EQUITY

Current liabilities:
Accounts payable - trade
Accrued liabilities
Short term lease liability
Current maturities of long-term notes payable

Total current liabilities

Long-term liabilities:
Profit based compensation, net of current portion
Interest rate swap liability
Long-term lease liability
Notes payable, net of current maturities

Total long-term liabilities

Equity (deficit):
Deli Management, Inc. stockholders’ equity
Common stock ($1 par value; 1,154 and 1,154 shares authorized, issued and outstanding)
Treasury stock, 1,344 and 1,344 shares, at cost
Note receivable for common stock
Additional paid-in capital
Retained earnings

Total deficit

Total liabilities and equity

2023 2022
$ 11,776,327 $ 12,073,832
8,019,660 9,105,610
1,323,404 4,501,242
572,637 977,608
14,933,795 13,571,318
2,348,408 1,333,023
38,974,233 41,562,633
71,890,534 70,693,798
494,796 721,379
1,091,184 1,430,638
6,433 6,570
239,843,773 240,785,256
214,089 6,474,727
241,650,275 249,418,570

$ 352,515,042

$ 361,675,001

$ 10373379 $ 11,239,183
20,008,991 19,074,376
19,883,442 20,271,014

4,250,000 5,348,500
54,515,812 55,933,073
677,635 -
784,476 -
243,198,531 243,590,795
77,697,800 87,535,004
322,358,442 331,125,799
1,154 1,154
(99,181,525) (99,181,525)
(3,765,323) (3,481,253)
23,071,719 23,071,719
55,514,763 54,206,034
(24,359,212) (25,383,871)

$ 352,515,042

$ 361,675,001

The accompanying notes are an integral part of these consolidated financial statements.
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Deli Management, Inc.

CONSOLIDATED STATEMENTS OF OPERATIONS

Years ended December 31,

Revenue
Sales - delis
Sales - distribution centers
Franchise sales
Franchise royalties
Backhaul income
Total revenue
Cost of revenue
Gross profit
Operating expenses, excluding owners compensation
Operating income before owners compensation
Owners compensation
Income from operations
Other income (expense)
Interest, net
Other income
Total other expense
Income before taxes

State income taxes

NET INCOME

2023

2022

$ 422,414,574

$ 408,090,429

65,100,682 64,170,878
63,435 16,000
8,930,335 8,392,822
2,517,985 4,020,327
499,027,011 484,690,456
187,773,300 188,669,325
311,253,711 296,021,131
275,768,088 265,707,827
35,485,623 30,313,304
2,040,161 1,470,290
33,445,462 28,843,014
(13,966,056) (9,835,94(;)
2,786,005 1,086,114
(11,180,051) (8,749,832)
22,265,411 20,093,182
862,292 728,987

$ 21403119 $ 19,364,195

The accompanying notes are an integral part of these consolidated financial statements.
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Deli Management, Inc.

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (DEFICIT)

Years ended December 31, 2023 and 2022

Additional Note Receivable
Common Paid-in Retained Treasury for Common Total

Stock Capital Earnings Stock Stock Equity (Deficit)

Balance at December 31, 2021 $ 1,154 $ 23,071,719 $ 48,614,487 $ (99,181,525) $§ (3,481,253) $ (30,975,418)
Distributions - - (13,772,648) - - (13,772,648)
Net income - - 19,364,195 - - 19,364,195
Balance at December 31, 2022 1,154 23,071,719 54,206,034 (99,181,525) (3,481,253) (25,383,871)
Distributions - - (20,094,390) - - (20,094,390)
Net income - - 21,403,119 - - 21,403,119
Contribution of capital - - - - (284,070) (284,070)
Balance at December 31, 2023 $ 1,154 $ 23,071,719 $ 55,514,763 $ (99,181,525) $§ (3,765323) $§ (24,359,212)

The accompanying notes are an integral part of these consolidated financial statements.
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Deli Management, Inc.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended December 31,

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization
Amortization of deferred loan origination costs
Loss on disposition of assets
Unrealized loss on interest rate swap
Proceeds from business interruption insurance, net of deductible
Bad debt expense
Net increase (decrease) in:
Receivables
Inventories
Prepaid expenses
Deposits
Net increase (decrease) in:
Accounts payable
Accrued liabilities

Net cash provided by operating activities

Cash flows from investing activities:
Purchase of property and equipment
Proceeds from sale of assets

Net cash used in investing activities

Cash flows from financing activities:
Distributions
Proceeds from draws on line of credit
Proceeds from notes payable
Principal payments on notes payable
Principal payment of line of credit
Increase in owner note receivable
Loan origination costs

Net cash used in financing activities

NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Supplemental disclosures of cash flow information:
Interest paid

Income taxes paid:
State

2023 2022

$ 21403119 $ 19,364,195
11,710,628 12,650,347
1,269,692 566,844
1,036,130 805,425
784,476 -
271,302 -
24,376 39,060
4,373,082 (3,707,988)
(1,362,477) (905,700)
(1,015,385) 720,016
6,260,638 41,066
(865,804) 330,761
1,774,140 (2,504,043)
45,663,917 27,399,983
(13,579,159) (7,773,799)
13,215 37,756
(13,565,944) (7,736,043)
(20,094,390) (13,772,352)
7,000,000 2,500,000
85,000,000 -
(98,561,819) (5,707,689)
(7,000,000) (2,500,000)
(284,320) -
1,545,051 -
(32,395,478) (19,480,041)
(297,505) 183,899
12,073,832 11,889,933
$ 11776327 $ 12,073,832
$ 8971049 $ 9,507,244
$ 895792 $ 614,987

The accompanying notes are an integral part of these consolidated financial statements.
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Deli Management, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2023 and 2022

NOTE 1 - HISTORY AND ORGANIZATION

Deli Management, Inc. (“DMI”, “Company”, or “Franchisor”) was founded in Beaumont, Texas in 1976, and
incorporated on October 3, 1983 under the laws of the State of Texas. The Company was organized for the
purpose of establishing deli restaurants commonly known as “Jason’s Deli®” throughout the State of Texas.
Deli operations have subsequently been expanded across the country. Corporate owned restaurants were
in operation in the following states at December 31, 2023 and 2022:

2023 2022

Alabama
Arizona
Florida
Georgia
Illinois

lowa
Louisiana
Maryland
Nebraska
Nevada

North Carolina
Pennsylvania
South Carolina
Tennessee
Texas

Virginia
Wisconsin

_
_
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—_
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158 161

The Company offers opportunities for new franchisees, and for the expansion of existing franchisees in
multiple states. The franchise agreements offer a program which enables the franchisees to operate a deli
that offers a variety of delicatessen products, including New Orleans style food and Texas barbecue.
Current franchises are operational in Alabama, Arkansas, Colorado, Florida, Indiana, Kansas, Kentucky,
Louisiana, Mississippi, Missouri, New Mexico, North Carolina, Ohio, Oklahoma, Tennessee, and Texas. At
December 31, 2023 and 2022, respectively, there were 81 and 82 franchise restaurants in operation. In
addition, there were no unopened franchise locations at December 31, 2023 and 2022, respectively.

The Company has two wholesale food distribution centers. One distribution center is located in Charlotte,
North Carolina, and the second distribution center is located in Grand Prairie, Texas. These centers are
operated primarily for the servicing of company owned and franchise delis. However, they generate
additional revenue in the form of backhaul income, both from company suppliers and for other nearby
businesses.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies is presented to assist in understanding the Company’s
financial statements. The financial statements and notes are representations of the Company’s
management, who is responsible for their integrity and objectivity. These accounting policies conform to
accounting principles generally accepted in the United States of America (“U.S. GAAP”) and have been
consistently applied in the preparation of the consolidated financial statements.



Deli Management, Inc
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
December 31, 2023 and 2022

Principles of Consolidation

These financial statements present the consolidated financial results of Deli Management, Inc. and its
subsidiaries after elimination of all significant accounts and transactions. The financial statements have
been prepared in accordance with U.S. GAAP.

Reclassifications have been made for presentation purposes. These reclassifications did not have a
material impact on the financial statements.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents

For purposes of these financial statements, all highly liquid demand and time deposits with a maturity of
three months or less, including money market funds, are considered cash and cash equivalents.

The Company maintains its cash in bank deposit accounts which exceed federally insured limits. As of
December 31, 2023, accounts were guaranteed by the Federal Deposit Insurance Corporation up to
$250,000. The total amount in excess of the insured limit at December 31, 2023 was $10,055,496.

Revenue Recognition
See Note 4. Revenue Recognition.
Accounts Receivable and Bad Debts

All receivable invoices are due upon receipt, but are considered past due 31 days after the date of the
invoice. Past due deli trade receivables do not accrue interest.

The Company’s policy with respect to distribution center past due trade receivables is to assess finance
charges at the end of each month on any balance that is older than 31 days. The distribution center
receivables past due 90 days or more were $532,222 and $500,702 at December 31, 2023 and 2022,
respectively.

Trade receivables are considered uncollectible only after repeated attempts from the collection department
and/or an outside collection agency have been made. Past due invoices are routinely monitored by the
Accounts Receivable Supervisor, who approves the write off of immaterial, uncollectible amounts
throughout the year. Material past due balances are periodically discussed between the Accounts
Receivable Supervisor, the Assistant Controller, and the Chief Financial Officer, to review and schedule
their write off at yearend, or to elect continued collection efforts if deemed fruitful.

Bad debts are determined by the allowance method. The aging of the receivables, historical write-off
experience, as well as management’s knowledge and experience with the debtor, influences the allowance
computations. Management has determined that an allowance of $177,500 was appropriate at
December 31, 2023, and $177,500 was appropriate at December 31, 2022.
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Inventories

As noted in Note 1, the Company operates wholesale food distribution centers in Grand Prairie, Texas and
Charlotte, North Carolina. At December 31, 2023 and 2022, inventories consist of $3,238,327 and
$3,163,215, respectively, in deli menu items and related supplies at company owned delis, $10,398,163
and $10,237,500, respectively, in food and related supplies at the wholesale distribution centers, and
$1,308,525 and $177,889, respectively, in distribution center truck parts and miscellaneous corporate
supplies. Inventories are valued at the lower of cost or net realizable value based on the first-in, first-out
(“FIFO”) method for distribution centers and a combination of first-in, first-out and most recent cost for delis,
which approximates the FIFO method due to the rapid turnover of items.

Shipping and Handling

The Company does not separately charge for shipping and handling. Company costs for shipping and
handling are classified in the income statements as follows:

2023 2022
Salaries and wages $ 4,596,323 $ 4,272,200
Delivery expense 2,486,559 2,691,082
Handling fees (as part of cost of revenue) 36 2,570
Insurance 593,464 516,050
Rents 1,191,968 1,058,435
Depreciation and amortization 194,170 193,967

$ 9062520 $ 8,734,304

Property and Equipment

Property and equipment are stated at cost. All costs of acquisition of deli equipment and construction of
leasehold improvements related to store openings, or remodel projects that total $5,000 or more are
capitalized. The Company also capitalizes other furniture and equipment purchases that cost $5,000 or
more per item. Minor repairs and replacements are expensed as incurred.

Depreciation is computed on the straight-line method for financial reporting purposes based on the following
useful lives, with no salvage value:

Years
Corporate office facilities 31-40
Leasehold improvements 5-18
Deli equipment 5-10
Automobiles 5
Office furniture and equipment 3-10
Trucks and trailers 4-6

Impairment of Long-Lived Assets

Deli locations are reviewed for impairment on a location by location basis whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recovered. The recoverability of
locations that are to be held and used is measured by comparison of the estimated future undiscounted
cash flows associated with the asset to the carrying amount of the asset. If such assets are considered to
be impaired, an impairment charge would be recorded in the amount by which the carrying amount of the
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assets exceeds their fair value using Level 3 measurements, as defined in Note 15. There were no
impairment charges of long-lived assets in 2023 or 2022.

Amortization of Intangibles

The non-compete covenant related to the acquisition of two deli locations from a franchise in 2012 is being
amortized over 15 years on a straight-line basis, with no residual value. Reacquired rights associated with
the purchase of 12 deli locations from five franchisees are being amortized over 2-11 years on a straight-
line basis, with no residual value. Goodwill from the purchase of the assets of seven deli locations from five
franchisees is being amortized over 10 years each, one beginning in 2013, one in 2014, one in 2015, and
four in 2019.

Advertising

The costs of advertising are expensed as incurred. Advertising expense was $2,807,887 and $2,812,865
for the years ended December 31, 2023 and 2022, respectively.

Compensated Absences

Company policy provides that any unused amounts of accrued vacation and sick leave are forfeited at
separation from service for any reason. Estimated accrued vacation at December 31, 2023 and 2022 was
$1,944,143 and $1,881,899, respectively, as reflected in these financial statements. Management does not
anticipate that the accumulated sick leave benefit will have a material impact on company operations in a
single year, and no accrual for sick leave has been recorded.

Income Taxes

Deli Management, Inc. does not provide for federal income taxes because of the election by the Company,
with the consent by its stockholders, that profits of the Company be taxed at the stockholder level under
Subchapter S of the Internal Revenue Code (“IRC”). The Company does, however, pay income and other
types of taxes to the states in which it operates or from which it generates revenue from franchise
operations. Income tax payments to states on behalf of shareholders are reflected as distributions rather
than income tax expense.

Accounting guidance requires entities to evaluate uncertain tax positions. This guidance prescribes a more-
likely-than-not recognition threshold and a measurement attributable for all tax positions taken or expected
to be taken on a tax return in order to be recognized in the financial statements. The Company has not
recorded a liability for uncertain tax positions as of December 31, 2023 and 2022 as the Company has not
identified any uncertain tax positions that meet the measurement criteria. The Company would recognize
interest and penalties, if any, related to unrecognized tax benefits in income tax expense.

Presentation of State Sales Taxes

The states in which the Company operates impose sales tax on substantially all of the Company’s sales to
nonexempt customers. The Company collects the taxes from customers and remits the taxes to the states,
less any applicable discounts. The Company’s accounting policy is to exclude the taxes collected from
revenue and cost of sales.

Amortization of Goodwill

The Company elects to amortize goodwill on a straight-line basis over either 10 years or less than 10 years

if a shorter useful life is more appropriate. Under the guidance, impairment testing is performed upon the
occurrence of a triggering event indicating that the fair value of the entity might be less than its carrying
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amount, and there is no annual goodwill impairment test. The Company recorded goodwill amortization
expense in 2023 and 2022 of $339,455 and $494,878, respectively.

Debt Issuance Costs

The Company’s policy is to net debt issuance costs against the carrying value of the related financial liability
for financial statement presentation, in agreement with ASU 2015-03, Interest - Imputation of Interest
(Subtopic 835-30), the Company reported unamortized debt issuance costs of $1,025,416 and $5,131,130
in 2023 and 2022, respectively. These costs were netted against long-term outstanding notes payable
balances of $78,625,000 and $91,088,319 for 2023 and 2022, respectively. In 2023, the company wrote
off $4,346,260 in loan originations costs, net of amortization, due to the extinguishment of debt which was
recognized as interest expense.

New Accounting Pronouncements

The Financial Accounting Standards Board (FASB) issued a new accounting standard, Accounting
Standards Update (ASU) No. 2016-13, Topic 326, Financial Instruments — Credit Losses, on June 16, 2016.
The new accounting standard introduces the current expected credit losses methodology (CECL) for
estimating allowances for credit losses. The standard is effective for annual periods beginning after
December 15, 2022. The company adopted the new standard effective January 1,2023.

Change in Capitalization Policy

During the first quarter of 2024, the Company made a change to its capitalization policy. At December 31,
2022, this change understated property and equipment by $1,142,008 and overstated operating expense
by $1,142,008. Our schedule of changes in the December 31, 2022, financial statements can be seen
below.

Financial
Statement
Financial Statement Account As Reported Revision Revised
Consolidated Balance Sheet Property and
Equipment,net $ 69,551,790 $ 1,142,008 $ 70,693,798
Consolidated Balance Sheet Retained
Earnings 53,064,026 1,142,008 54,206,034
Consolidated Statements of Operating
Operations Expenses 266,849,835 (1,142,008) 267,991,843
Consolidated Changes in Net Income
Equity 18,222,187 1,142,008 19,364,195
Consolidated Statements of Net Income
Cash Flows 18,222,187 1,142,008 19,364,195
Consolidated Statements of Depreciation
Cash Flows and
amortization 10,382,635 2,267,712 12,650,347
Consolidated Statements of Purchase of
Cash Flows property and
equipment (4,364,079) (3,409,720) (7,736,799)

We evaluated whether our previously issued consolidated financial statements for December 31, 2022 were
materially misstated due to this change. Based upon our evaluation of both quantitative and qualitative
factors, we concluded that the effects of these changes were not material individually or in the aggregate
to this previously reported period.
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Subsequent Events

The Company has evaluated subsequent events through March 28, 2024, the date on which the
consolidated financial statements were available for issuance.

NOTE 3 - REVENUE RECOGNITION

ASC Topic 606, Revenue from Contracts with Customers ("ASC 606”) provides five core principles to be
followed by organizations as part of their adoption and transition as follows: (1) Identify the contract;
(2) Identify performance obligations in the contract; (3) Determine the transaction price as specified in the
contract; (4) Allocate the transaction price to the performance obligations; and (5) Recognize revenue as
each performance obligation is satisfied. In applying ASC 606, the Company applied these principles to
identify components of each of the following goods and service offerings, and to apply changes where
necessary to meet the standard.

Deli sales consist of sales of prepared food and beverage to customers on a transaction by transaction
basis, where the Company’s performance obligation is complete, and substantially all direct costs are
incurred and recognized within the same period. All deli sales are recognized as revenue in the same period
that product delivery occurs. Deli revenues total $422,414,574 in 2023 and $408,090,429 in 2022.

Physical and virtual gift cards (“stored-value products”) are available for sale to customers in deli locations,
on the Company’s website, on third-party seller websites, and in third-party retail establishments. Sales of
stored-value products are initially recorded as a contract liability and are included in accrued liabilities at
their expected redemption value. When the stored-value products are redeemed, the Company recognizes
revenue, and reduces the contract liability for the amount used. The portion of stored-value products that
is never redeemed is referred to as “breakage”, and was reported as a credit to discount expense of $55,541
and $16,479 at December 31, 2023 and 2022, respectively. ASC 606 requires that revenue or credit related
to contracts with customers be recognized in a timeframe and amount commensurate with costs realized
to provide the related goods or services. As this objective pertains to credits recognized for stored-value
product breakage, the Company considers these amounts to be immaterial with respect to application of a
change in accounting for them and has thus opted to continue present treatment. The Company will monitor
future credits related to breakage to alter recognition methods to comply with ASC 606 should they become
material. At December 31, 2023 and 2022, the Company had outstanding contract liability balances related
to stored-value products, of $5,299,552 and $5,165,002, respectively. The balances represent the
uncompleted performance obligations associated with the store-value products and $5,034,741 is expected
to be earned during 2024 fiscal year with the remaining balance earned after 2024.

As a loyalty reward and future purchase incentive to customers, the Company maintains a loyalty program
known as “deli-dollars”, whereby customers earn 25 deli-dollars for every $1 ordered online. Total reward
values are tracked by the customer’s reward account id and expire one year from issuance. For this
customer contract, the customers’ consideration is their online spend and purchases made in-house using
their reward id, and the Company’s performance obligation is the honoring of value acquired. DMI
recognizes sales related to earning deli dollars at their full value as they occur. Discounts and promotional
reductions in price, including deli-dollars redeemed, are recognized when redeemed as an expense.
Additionally, DMI records a monthly accrual to a deli-dollar liability account and to discounts expense to
reflect the average monthly change in deli-dollar liability. The monthly accrual is recalculated annually when
the liability is adjusted to remove expired deli-dollars; to reflect any difference in actual deli-dollars earned
versus the value accumulated using an average; and to adjust for changes in customer redemption
patterns. Costs to maintain the program, other than the costs of the discounts themselves, are nominal due
to being an automated feature of the Company’s online ordering program. As of December 31, 2023 and
2022, the Company had outstanding contract liability balances related to deli-dollar loyalty rewards, of
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$738,867 and $738,867, respectively. The balances represent the uncompleted performance obligations
associated with the loyalty rewards and is expected to be earned during the 2023 and 2024 fiscal years.

The Company grants franchises to independent operators (“franchisees”) via a legal contract (“franchise
agreement”), that is executed by the franchisor and the franchisee, where future consideration (“royalties”)
is promised by the franchisee in exchange for the rights provided by the franchisor to establish and operate
a Jason’s Deli in a specified location, and to use, on an ongoing basis, the trade name, service marks,
trademarks, copyrights, and proprietary operating and technological systems that the franchisor has
acquired and developed. Royalty revenue is accrued and recognized by the Company monthly as a
separate line of revenue in the Company’s financial statements. Royalties are calculated at 4% of
franchisees’ reported gross sales, less discounts and sales tax collected, as allowed by the franchise
agreement. The underlying costs of the Company’s performance obligations, including development and
maintenance of registered trademarks, copyrights, and other proprietary systems that the franchisee has
purchased rights to, are deemed to be provided equally, on average, on each dollar of franchisee sales,
and are thus matched against royalties in the same period that they are earned and recognized as revenue
by the franchisor. Franchise royalty revenues total $8,930,335 in 2023 and $8,392,822 in 2022.

In addition to royalties, the franchise agreement includes an initial franchise fee per location that is
determined by the size and nature, and thus anticipated cost of performance obligation to the Company, of
the location being licensed. The franchise fee entitles the franchisee’s location to two weeks of training,
including payroll cost, benefits, payroll taxes, travel, food, lodging, and any other support cost, for a set
number of the franchisors’ dedicated training staff and supervision. The Company sets this fee at its
average cost to provide this service. Where a franchisee is established and elects to supply their own
training, the franchise agreement allows the franchisor and franchisee to be absolved of the performance
obligation and related consideration, in which case no revenue or associated costs are recognized. Where
prior to adoption of ASC 606 franchise fees were recognized entirely in the month of opening, franchise
fees under ASC 606 are allocated proportionately against the period(s) that underlying payroll and support
costs are recognized. Franchise fees are recognized by the Company as a separate line of revenue in the
Company’s financial statements.

Franchise agreements expire 20 years after a franchise location opens, and include a 10-year renewal
option. Should the franchisee renew, the franchise agreement includes a renewal fee be paid at the time to
cover the franchisor’s legal and other filing fees. The fee is recognized and reported in the Company’s
financials with initial franchise fee revenue, entirely in the period that includes the renewal date. Franchise
renewal fees were reported at $0 and $4,000 at December 31, 2023 and 2022, respectively. Underlying
legal and filing costs are recognized as incurred. The Company considers these amounts to be immaterial
with respect to ASC 606 reporting requirements.

The Company makes available to franchisees the option of signing an Area Development Agreement
(“ADA”), which grants the franchisee exclusive rights to establish and operate multiple Jason’s Deli
locations in a specified area, to be opened over a period of time defined in the ADA. There is no cost to the
franchisee other than a requirement that they provide a deposit to secure the exclusive rights equal to 100%
of the first location’s initial franchise fee, and 50% of all remaining locations’ initial franchise fees covered
by the ADA. These deposits are held in a contract liability account until such time that a location is prepared
to open. At that time, the above method of accounting for initial franchise fees is followed. At December 31,
2023 and 2022, the Company had outstanding contract liability balances related to ADA’s of $35,000 and
$39,000, respectively. The balance represents the uncompleted performance obligations associated with
the ADA’s and are expected to be earned within the next fiscal year.

The franchise agreement allows, but does not require franchisees to purchase product from the Company’s
distribution centers, so while each customer order and subsequent obligation constitutes a customer
contract, the long-term relationship of franchisee to distribution center does not. Sales by the distribution
center to franchisees are recognized as revenue on the date of shipment to the franchisee in accordance
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with shipping terms (FOB shipping-point), with relevant costs to process the order closely preceding, and
costs to deliver the order closely following. As such, costs to fulfill distribution center customer contract
obligations are predominantly recognized and reported in the same period as the related revenue.
Franchise and third-party distribution sales revenue is reported as a separate line of revenue on the
Company’s financial statements. Distribution sales returns are inconsequential and do not impact timing for
revenue recognition. The Company has not estimated a sales return allowance as it is not material based
on historical experience. Distribution center revenues total $65,100,682 in 2023 and $64,170,878 in 2022.

The distribution center offers Backhaul and over the road (“OTR”) Services on a transaction-by-transaction
basis, with no long-term contracts involved. Sales are reported as revenue on a dedicated line on the
Company’s financial statements and are recognized upon completion of the delivery service. Associated
costs of backhaul and OTR service performance obligations include driver payroll and benefits, fuel, and
expense to maintain the vehicles, and are recognized and reported as expense in the same period as the
related revenue. Backhaul and OTR revenues total $2,517,985 and 2,359,114, respectively, in 2023 and
$4,020,327 and 687,470, respectively, in 2022.

Other than recognition of franchise renewal fees combined with initial franchise fees, all other sources of
revenue are presented separately on the financial statements, and thus no additional disaggregation steps
were necessary to meet this requirement of ASC 606.

The Company has no contract assets.

NOTE 4 - PROPERTY AND EQUIPMENT

The major classes of property and equipment consisted of the following at December 31, 2023 and 2022:

2023 2022
Buildings $ 97,548 $ 97,548
Leasehold improvements 135,495,291 130,714,977
Deli equipment 60,482,965 56,708,218
Automobiles 119,710 211,868
Trucks and trailers 3,619,512 3,116,863
Office furniture and equipment 4,850,928 4,876,290
Construction in progress 569,927 1,941,014

205,235,882 197,666,778

Less accumulated depreciation (133,753,739)  (127,381,371)
71,482,143 70,285,407
Land 408,391 408,391

$ 71,890,534 §$ 70,693,798

Depreciation expenses for the years ended December 31, 2023 and 2022 were $11,333,079 and
$11,422,553, respectively.

The estimated amount to complete construction projects in progress was $10,568,240 and $4,242,483 at
December 31, 2023 and 2022, respectively.
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NOTE 5 - INTANGIBLE ASSETS INCLUDING GOODWILL

Intangible assets including goodwill at December 31, 2023 and 2022 consisted of the following:

December 31, Amortization December 31,
2022 Additions Expense 2023

Goodwill $ 4,967,527 $ - $ - $ 4,967,527

Accumulated amortization -
goodwill (3,538,888) - (339,454) (3,878,343)

Other intangibles:

Trade name 9,364 - - 9,364
Non-compete covenant 256,000 - - 256,000
Reacquired franchise rights 4,247,003 - - 4,247,003
Franchise development

costs 6,530 - - 6,560
Accumulated amortization -
other (3,795,549) - (226,583) (4,022,128)

Total goodwill and
intangibles - net $ 2,152,017 $ $ (566,037) $ 1,585,980
Amortization expense for the years ended December 31, 2023 and 2022 was $566,037 and $778,330,
respectively. Estimated aggregate amortization is $500,384, $331,249, $269,048, $266,484, and $208,230
for 2024, 2025, 2026, 2027 and 2028, respectively. The weighted-average number of years of amortization
remaining by major class of intangible assets as of December 31, 2023, was 5 years for reacquired rights;
5 years for goodwill; and 4 years for the non-compete agreement.

NOTE 6 - DEBT

The Company has open irrevocable stand-by letters of credit with banks as security for liability of gross
receipt taxes, workers compensation insurance, deposits under certain city ordinances. At December 31,
2023 and 2022, the Company had a total of $7,658,000 and $6,208,000, respectively, in stand-by letters of
credit, which are evaluated annually for relevance and appropriateness of amount.

The master term note has certain covenants including a maximum limit on sustaining capital expenditures.
The Company was in compliance with respect to these covenants as of December 31, 2023 and 2022.

Amounts due in one year or less are presented as the current maturities of the obligations. The long-term

portion represents the amount due after one year from the date of these statements. Short-term and long-
term debt are the following at December 31, 2023 and 2022:
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2023 2022

Master term note with bank originally dated June 21, 2023,

aggregated principal of $85,000,000 payable in quarterly

installments of $1,062,500, with remainder due at maturity on

June 21, 2028. Interest due monthly, interest at one-month

SOFR plus 2.25%, Collateralized by substantially all of the

assets of the Company. $ 82,875,000 $ 95,796,568
Master term note with bank originally dated June 18, 2021,

aggregated principal of $105,000,000, payable in quarterly

installments of $1,312,500, with remainder due at maturity on

July 18, 2026. Interest due monthly, interest at one-month

LIBOR plus 7.50%, with a LIBOR floor of 1.0%. Collateralized

by substantially all of the assets of the Company. - 95,796,568

Note payable to bank, payable in monthly installments of $8,208.
Interest due monthly, interest at one-month LIBOR plus 2.75%.
Matures June 17, 2024 with balloon payment of approximately
$492,500. Collateralized by land and building in Beaumont,

Texas (Gemba - DOW, LLC). - 640,251
82,875,000 96,436,819
Less current maturities (4,250,000) (5,348,500)
Deferred loan origination costs, net (927,200) (3,553,316)
Long-term debt $ 77,697,800 $ 87,535,004

Debt is payable as follows:

Year Ending December 31,

2024 $ 4,250,000
2025 5,312,500
2026 6,375,000
2027 7,437,500
2028 59,500,000
Thereafter -

Total $ 82,875,000

The Company incurred interest expenses of $9,029,178 and $9,994,952 in 2023 and 2022, respectively,
none of which has been capitalized. The amount of interest that should have been capitalized for
construction projects was immaterial.

The Company has a new credit agreement in place with a lending group. The issuance date of the credit
agreement was June 21, 2023. The credit agreement consists of a master term loan with original availability
of $85,000,000, $82,875,000 of which was outstanding at December 31, 2023, and a master revolving line
of credit with a limit of $20,000,000. Collectively, the term loan and revolving line of credit are referred to
as “the notes”. The notes mature on June 21, 2028. At December 31, 2023 and 2022, the Company had
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$12,342,000 and $10,000,000, respectively, available to borrow under the master revolving line of credit
total.

NOTE 7 - ACCRUED LIABILITIES

Accrued liabilities are comprised of the following:

2023 2022
Sales tax payable $ 948,811 $ 974,983
Commissions payable 802,190 533,660
Payroll taxes payable 492,694 479,376
Accrued payroll 2,462,820 2,051,954
Accrued rent accretion payable 207,287 148,930
Accrued percentage rent 322,460 231,094
Accrued compensated absences 1,944,143 1,881,899
Accrued workers compensation 1,827,089 1,788,847
Other accrued expenses 4,788,614 4,629,915
Deferred franchise and other income 913,331 1,188,716
Deferred gift card income 5,299,552 5,165,002

$ 20,008,991 $ 19,074,376

NOTE 8 - LEASES

In February 2016, the FASB established Topic 842, Leases, by issuing ASU No. 2016-02, which requires
lessees to recognize leases on-balance sheet and disclose key information about leasing arrangements.
Topic 842 was subsequently amended by ASU No. 2018-01, Land Easement Practical Expedient for
Transition to Topic 842; ASU No. 2018-10, Codification Improvements to Topic 842, Leases; and ASU No.
2018-11, Targeted Improvements. The new standard establishes a right-of-use (“ROU”) model that requires
a lessee to recognize a ROU asset and lease liability on the balance sheet for all leases with a term longer
than 12 months. Leases will be classified as finance or operating, with classification affecting the pattern
and classification of expense recognition in the income statement. The new standard was effective and we
adopted and implemented the standard on January 1, 2022 with a modified retrospective transition
approach, as permitted, applying the new standard to all leases existing at the date of initial application.
Consequently, financial information will not be updated and the disclosures required under the new
standard will not be provided for dates and periods before January 1, 2022. The new standard provides a
number of optional practical expedients in transition. We elected the ‘package of practical expedients’,
which permits us not to reassess under the new standard our prior conclusions about lease identification,
lease classification and initial direct costs.

The Company has operating leases for certain corporate offices and operating locations and finance leases
for certain vehicles. The Company determines if a contract is a lease or contains an embedded lease at the
inception of the contract. Operating lease ROU assets are included in other current and other non-current
assets, operating lease liabilities are included in other current and other non-current liabilities in our
consolidated balance sheets. Finance lease ROU assets are included in property and equipment, net, and
finance lease liabilities are included in our current portion of long-term debt, and long-term debt on our
consolidated balance sheets.

ROU assets represent the Company’s right to use an underlying asset for the lease term and lease liabilities
represent our obligation to make lease payments arising from the lease. Operating and finance lease ROU
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assets and liabilities are recognized at commencement date based on the present value of lease payments
over the lease term. As most of the Company’s leases do not provide an implicit rate, we use the risk free
rate using periods comparable with the lease terms based on the information available at commencement
date in determining the present value of lease payments. The Company uses the implicit rate when readily
determinable. The Company’s lease terms may include options to extend or terminate the lease. The
Company’s leases have remaining lease terms of less than one year to five years, some of which include
options to extend the leases for up to five years, and some of which include options to terminate the leases
within one year. Lease expense for lease payments is recognized on a straight-line basis over the non-
cancelable term of the lease.

The Company recognized $25,188,089 of costs related to their operating leases during the 12 months
ended December 31, 2023. As of December 31, 2023, the Company’s operating leases have a weighted
average remaining lease term of 15.39 years and a weighted average discount rate of 1.75%.

Rent expense under operating leases is calculated using the straight-line method whereby an equal amount
of rent expense is attributed to each period during the term of the lease, regardless of when actual payments
are made. Rent expense generally begins on the date the Company obtained possession under the lease
and includes option periods where available. Generally, this results in rent expense in excess of cash
payments during the early years of a lease and rent expense less than cash payments in the later years,
as many lease agreements have periodic scheduled rent increases over the lease term. The difference
between rent expense recognized and actual rental payments is recorded as deferred rent and presented
as a non-current liability on the consolidated balance sheets. Tenant improvement allowances are
amortized as a reduction to rent expense on a straight-line basis over the lease term, as defined above.
Tenant improvement allowances are presented as a non-current liability in the consolidated balance sheets.

Supplemental balance sheet information related to leases as of December 31, 2023 are as follows:

ROU assets under operating leases $ 239,843,773
Total operating lease assets $ 239,843,773
Operating lease liabilities, current portion $ 19,883,442
Operating lease liabilities, non-current portion 243,198,531
Total operating lease liabilities $ 263,081,973
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The maturities of the Company’s operating and finance lease liabilities as of December 31, 2023 are as
follows:

Operating

Year Ending December 31, Leases
2024 $ 24,454,806
2025 23,629,009
2026 23,558,968
2027 22,118,022
2028 21,005,862
Thereafter 190,467,475

Total lease payments 305,234,142
Less imputed interest 42,152,170

Total $ 263,081,972

NOTE 9 - RELATED-PARTY TRANSACTIONS

DMI leases two delis owned entirely by one stockholder of the Company. The leases have option periods
through 2032 and 2045, with monthly payments escalating every five years.

Future minimum lease payments for the two delis over the next five years (included in Note 9 totals above),
are as follows:

Year Ending December 31,

2024 $ 280,908
2025 283,567
2026 296,862
2027 185,607
2028 175,492
Thereafter 321,736

Total $ 1,544,172

Related party lease expense totaled $280,908 and $279,999 per year, respectively, for 2023 and 2022.

The Company has a franchise that is on the Company’s board of directors and is related to four other
stockholders. Total revenues from this franchise for 2023 and 2022 were approximately 2.66% and 2%,
respectively, of consolidated DMI revenues. Total receivables from this franchise as of December 31, 2023
and 2022 were 2.11% and 3%, respectively, of consolidated DMI current assets.

NOTE 10 - INCOME TAXES

The absence of provisions for federal income taxes in 2023 and 2022 for the Company is due to the election
by DMI in February 1984, and consent by its stockholders, that the stockholders will include their respective
shares of taxable income of the Company in their individual tax returns in accordance with Section 1362(a)
of the IRC. As a result, no federal income tax is imposed on the Company.
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However, the Company does pay income taxes to most states in which it operates or from which it
generates revenue from franchise operations. These taxes include franchise taxes and income taxes
imposed on the Company, as well as income taxes imposed on the shareholders based on the
shareholders’ income from the Company, in lieu of the shareholders filing individual income tax returns with
the states. These taxes are estimated to be $862,292 in 2023 and $728,987 in 2022. Amounts paid to the
shareholders to assist in paying their personal income taxes totaled approximately $10,100,000 and
$13,300,000 in 2023 and 2022, respectively.

Income tax years where the Company remains subject to examination by federal and state taxing entities
at December 31, 2022, are 2021, 2020, 2019, and 2018.

The Company engaged with a third party service provider to assess tax credit opportunities granted by the
CARES act. Based on review of wages which qualified for an Employee Retention Tax Credit (“ERTC”) it
was determined the Company is eligible for tax credits totaling $2,340,179. The payroll tax credits will be
captured through amending of prior period payroll tax returns. The Company received the refund in 2023.

NOTE 11 - EMPLOYEE BENEFIT PLANS
401(k) Profit Sharing Plan

In 1991, the Company established a 401(k) Savings and Incentive Retirement Plan. All full-time employees
age 21 or older with one year of service are eligible to participate. Participating employees elect to contribute
from 1% to 100% of compensation up to the maximum allowed by law ($22,500 for 2023 and $20,500 for
2022). The Company provides a discretionary matching contribution to employee contributions between
0% and 6% of compensation.

The Company matching contribution for 2023 and 2022 was 20% of the employees’ contribution, to a
maximum of 6% of compensation. Employee contributions for 2023 and 2022 totaled $2,230,994 and
$1,995,474, respectively. Company contributions for 2023 and 2022 totaled $368,029 and $329,646,
respectively, and vest as follows:

Years of Service Percentage

-2 0
20

40

60

80

100

OOk WNO

Self-Insured Medical Benefits

In May 1998, the Company established a self-insurance plan covering certain medical benefits for
substantially all of its management and administrative employees. The Company’s liability is limited through
the purchase of a reinsurance policy. Liability for specific claims is limited to $250,000 and $200,000 for the
years ended December 31, 2023 and 2022 respectively. Liability for the remaining aggregate claims is
based on a formula, which includes estimated premium cost per participant and estimated participation.
The Company has provided $3,806,482 and $3,015,536 in 2023 and 2022, respectively, for claims incurred
and reported. An accrual of $441,000 and $476,000 for claims incurred but not reported has been included
in these financial statements for the years ended December 31, 2023 and 2022, respectively. The contract
year is May to April. Projections by the third-party administrator for the program indicate that the specific
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stop-loss point has been reached for various covered employees as of December 31, 2023 and 2022, while
the aggregate stop-loss point has not been reached for either year.

Workers’ Compensation Benefits

The Company maintains workers’ compensation insurance coverage with a deductible of $250,000, and
$250,000 per incident for the years ended 2023 and 2022, respectively. The estimated realizable receivable
from subrogation claims of $0 and $33,686 has been netted against the accrued workers’ compensation
liability as of December 31, 2023 and 2022, respectively.

Profit-Based Compensation Arrangement

Effective January 1, 2000, the Company adopted a profit-based compensation arrangement (the “Plan”) for
certain eligible employees. Under the terms of the Plan, annual bonuses to participants vest immediately,
except that all amounts due are forfeited immediately upon the participant’s termination for cause. The
underlying value of the bonuses is based on a formula containing overall profitability of the Company and
discretionary participation awards from the Plan Administration Committee. For awards granted prior to
January 1, 2005, each participant has the option to request cash payment at any point after award or to
allow units of participation to accumulate value based on overall growth and profitability of the Company
for any period not to exceed 10 years from date of issuance. For awards granted on or after January 1,
2005, awards are only exercisable by the participant upon the occurrence of one of the following events:
separation, death, disability, expiration of term or change in control, as those terms are defined in the Plan
document.

Under the terms of the Plan, payments of $50,000 or less are to be paid in a lump sum within 30 days of
redemption. For payments greater than $50,000, the participant shall be paid in five installments of 20%
each at the following intervals after the triggering event: 30 days, 6 months, 1 year, 18 months, and 24
months.

During the years ended December 31, 2023 and 2022, zero and zero units, respectively, of participation
were issued, and 15,250 and 29,400 units, respectively, were outstanding at year end. Under the terms of
the Plan, exercise price is computed as of December 31 of each year. At December 31, 2023 and 2022,
each unit was valued at up to $386.74 and $315.23, respectively, depending upon the year of issuance.
During the years ended December 31, 2023 and 2022, 12,700 and zero units, respectively, were converted
to cash, totaling $612,440 and zero, respectively.

Participation expense is reflected in these financial statements as a charge to compensation for 2023 and
2022, and a related liability accrual of $962,724 and $811,505, respectively.

NOTE 12 - CONTINGENT LIABILITIES

The Company is party to various miscellaneous legal actions normally associated with the retail food
industry. Management intends to vigorously defend these actions, the aggregate effect of which, if any, is
not determinable at this time.

NOTE 13 - CORPORATE STRUCTURE

The Company filed Restated Articles of Incorporation with the Texas Office of the Secretary of State during
2003. The primary effect of the reorganization was to have two classes of common stock: Class A voting,
and Class B non-voting. The authorized number of shares of Class A voting common stock was 24, and
the authorized number of shares of Class B non-voting common stock was 2,376. All authorized shares
were issued. Although each shareholder retained the same ownership percentage after the reorganization
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as was owned previously, the Class A voting shares were held equally by the two primary shareholders
exclusively. The number of directors and method of selecting directors were also changed.
Contemporaneously with the filing of the Restated Articles of Incorporation, the Company also adopted
Amended and Restated By-laws and an Amended and Restated Stock Redemption & Purchase
Agreement. Each shareholder also assigned his shares of Class A and Class B stock to newly formed
grantor trusts.

In April 2011, the Company reorganized, which included the purchase of a portion of the common stock
shares and a subsequent sale to new shareholders. 1,155 of the 2,400 shares of common stock were
purchased by the Company for $87,191,177. 45 shares were subsequently sold for cash and 210 shares
were sold to new shareholders and were financed by the Company through the issuance of notes
receivable. Based on the terms of the notes, U.S. GAAP requires stock-based compensation accounting
whereby the notes exchanged for common stock resulted in the recognition of expense in the amount of
$8,628,060 in 2011. Interest income recognized on the payment on notes receivables from shareholders
was $148,708 in 2023 and $142,989 in 2022.
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GRANT THORNTON LLP
700 Milam St., Suite 300
Houston, TX 77002
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Board of Directors
Deli Management, Inc.

Opinion

We have audited the consolidated financial statements of Deli Management, Inc.

(a Texas S corporation) and subsidiaries (the “Company”), which comprise the
consolidated balance sheets as of December 31, 2022 and 2021, and the related
consolidated statements of operations, changes in equity (deficit), and cash flows for
the years then ended, and the related notes to the financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in
all material respects, the financial position of the Company as of December 31, 2022
and 2021, and the results of its operations and its cash flows for the years then ended
in accordance with accounting principles generally accepted in the United States of
America.

Basis for opinion

We conducted our audits of the consolidated financial statements in accordance with
auditing standards generally accepted in the United States of America (US GAAS).
Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are
required to be independent of the Company and to meet our other ethical
responsibilities in accordance with the relevant ethical requirements relating to our
audits. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Emphasis of matter

As described in Note 9 to the consolidated financial statements, the Company
adopted ASC 842, Leases, effective January 1, 2022. Our opinion is not modified with
respect to this matter.

Responsibilities of management for the financial statements

Management is responsible for the preparation and fair presentation of the
consolidated financial statements in accordance with accounting principles generally
accepted in the United States of America, and for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of
consolidated financial statements that are free from material misstatement, whether
due to fraud or error.

GT.COM

Grant Thornton LLP is the U.S. member firm of Grant Thornton International Ltd (GTIL). GTIL and each of its member firms
are separate legal entities and are not a worldwide partnership.
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In preparing the consolidated financial statements, management is required to
evaluate whether there are conditions or events, considered in the aggregate, that
raise substantial doubt about the Company’s ability to continue as a going concern for
one year after the date the financial statements are issued.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated
financial statements as a whole are free from material misstatement, whether due to
fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance but is not absolute assurance and therefore is
not a guarantee that an audit conducted in accordance with US GAAS will always
detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the consolidated financial statements.

In performing an audit in accordance with US GAAS, we:

e Exercise professional judgment and maintain professional skepticism throughout
the audit.

¢ Identify and assess the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error, and design and perform audit
procedures responsive to those risks. Such procedures include examining, on a
test basis, evidence regarding the amounts and disclosures in the financial
statements.

e  Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Company’s internal
control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as
well as evaluate the overall presentation of the consolidated financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in
the aggregate, that raise substantial doubt about the Company’s ability to
continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding,
among other matters, the planned scope and timing of the audit, significant audit
findings, and certain internal control-related matters that we identified during the audit.

MMLLF

Houston, Texas
March 30, 2023



Deli Management, Inc.
CONSOLIDATED BALANCE SHEETS

December 31, 2022

ASSETS

Current assets:
Cash and cash equivalents
Accounts receivable - trade, net of allowance for doubtful accounts of $177,500 and $177,500
State income and sales tax refunds receivable
Tenant improvement allowances receivable
Other receivables
Inventories
Prepaid expenses

Total current assets
Property and equipment, net

Other assets:
Intangible assets, net
Goodwill, net
Other investments
Operating right of use assets
Deposits

Total other assets

Total assets
LIABILITIES AND EQUITY

Current liabilities:
Accounts payable - trade
Accrued liabilities
Short term lease liability
Current maturities of long-term notes payable

Total current liabilities

Long-term liabilities:
Deferred rent
Long term lease liability
Notes payable, net of current maturities

Total long-term liabilities

Equity (deficit):
Deli Management, Inc. stockholders’ equity
Common stock ($1 par value; 1.154 and 1,154 shares authorized, issued and outstanding)
Treasury stock, 1,344 and 1,344 shares, at cost
Note receivable for common stock
Additional paid-in capital
Retained earnings

Total deficit

Total liabilities and equity

2022 2021

$ 12,073,832 $ 11,889,933
9,105,610 7,772,278
4,501,242 2,340,179

- 260,989

977,608 542,087
13,571,318 12,665,619
1,333,023 2,009,808
41,562,633 37,480,893
69,551,790 75,185,733
721,379 1,006,830
1,430,638 1,923,517
6,570 7,101
240,785,256 -
6,474,727 6,515,793
249,418,570 9,453,241
$ 360,532,993 $ 122,119,867
$ 11,239,183 $ 10,908,422
19,074,376 21,454,767
20,271,014 -
5,348,500 5,348,500
55,933,073 37,711,689

- 23,205,661

243,590,795 -
87,535,004 92,177,935
331,125,799 115,383,596
1,154 1,154
(99,181,525) (99,181,525)
(3,481,253) (3,481,253)
23,071,719 23,071,719
53,064,026 48,614,487
(26,525,879) (30,975,418)

$ 360,532,993 $ 122,119,867

The accompanying notes are an integral part of these consolidated financial statements.
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Deli Management, Inc.

CONSOLIDATED STATEMENTS OF OPERATIONS

Years ended December 31, 2022

Revenue:
Sales - delis
Sales - distribution centers
Franchise sales
Franchise royalties
Backhaul income
Total revenue
Cost of revenue
Gross profit
Operating expenses, excluding owners compensation
Operating income before owners compensation
Owners compensation
Income from operations
Other income (expense):
Interest, net
Other income
Total other expense

Income before taxes

State income taxes

NET INCOME

2022 2021
$ 408,090,429 $ 341,495238
64,170,878 76,874,473
16,000 8,000
8,392,822 7,104,517
4,020,327 4,008,935
484,690,456 429,491,163
188,669,325 166,252,053
296,021,131 263,239,110
266,849,835 233,403,383
29,171,296 29,835,727
1,470,290 1,401,125
27,701,006 28,434,602
(9,835,946) (8,630,324)
1,086,114 618,489
(8,749,832) (8,011,835)
18,951,174 20,422,767
728,987 448,771

$ 18222187 $ 19,973,996

The accompanying notes are an integral part of these consolidated financial statements.

6



Deli Management, Inc.
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (DEFICIT)

Years ended December 31, 2022

Additional Note Receivable
Common Paid-in Retained Treasury for Common Total
Stock Capital Earnings Stock Stock Equity (Deficit)
Balance at December 31, 2020 $ 1,154 $ 23,071,719 $ 29,352,701 $ (99,181,525) $ (3,481,253) $ (50,237,204)
Distributions - - (712,210) - - (712,210)
Net income - - 19,973,996 - - 19,973,996
Balance at December 31, 2021 1,154 23,071,719 48,614,487 (99,181,525) (3,481,253) (30,975,418)
Distributions - - (13,772,648) - - (13,772,648)
Net income - - 18,222,187 - - 18,222,187
Balance at December 31, 2022 $ 1,154 $ 23,071,719 $ 53,064,026 $ (99,181,525) §  (3,481,253) $ (26,525,879)

The accompanying notes are an integral part of these consolidated financial statements.
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Deli Management, Inc.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended December 31,

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization
Amortization of deferred loan origination costs
Loss on disposition of assets
Proceeds from business interruption insurance, net of deductible
Bad debt expense
Net (increase) decrease in:
Receivables
Inventories
Prepaid expenses
Deposits
Net increase (decrease) in:
Accounts payable
Accrued liabilities

Net cash provided by operating activities

Cash flows from investing activities:
Purchase of property and equipment
Proceeds from sale of assets

Net cash used in investing activities

Cash flows from financing activities:
Distributions and dividends
Proceeds from draws on line of credit
Proceeds from notes payable
Proceeds from federal Payroll Protection Program
Principal payments on notes payable
Principal payment of line of credit
Payroll Protection Program grant meeting forgiveness criteria
Loan origination costs

Net cash used in financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year
Supplemental disclosures of cash flow information:

Interest paid

Income taxes paid:
State

2022 2021
18,222,187  $ 19,973,996
10,382,635 10,516,620

566,844 1,119,909
805,425 3,196,562

- 352,446

39,061 16,651
(3,707,988) (373,368)
(905,700) (5,056,639)
720,016 (611,382)
41,066 (6,236,280)
331,057 (5,043,323)
(2,504,043) (209,230)
23,990,560 17,645,962
(4,364,079) (7,604,113)
37,755 1,050,531
(4,326,324) (6,553,582)
(13,772,648) (712,210)
2,500,000 -

- 105,000,000

- 2,000,000
(5,707,689) (110,711,537)
(2,500,000) -
- (2,000,000)
- (5,545,255)
(19,480,337) (11,969,002)
183,899 (876,622)
11,889,933 12,766,555
12,073,832 $ 11,889,933
9,507,244 $ 8,004,246
614,987 $ 297,945

The accompanying notes are an integral part of these consolidated financial statements.
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Deli Management, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2022 and 2021

NOTE 1 - HISTORY AND ORGANIZATION

Deli Management, Inc. (“DMI”, “Company”, or “Franchisor”) was founded in Beaumont, Texas in 1976, and
incorporated on October 3, 1983 under the laws of the State of Texas. The Company was organized for
the purpose of establishing deli restaurants commonly known as “Jason’s Deli®” throughout the State of
Texas. Deli operations have subsequently been expanded across the country. Corporate owned
restaurants were in operation in the following states at December 31, 2022 and 2021:

2022 2021

Alabama
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Florida
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The Company offers opportunities for new franchisees, and for the expansion of existing franchisees in
multiple states. The franchise agreements offer a program which enables the franchisees to operate a deli
that offers a variety of delicatessen products, including New Orleans style food and Texas barbecue.
Current franchises are operational in Alabama, Arkansas, Colorado, Florida, Indiana, Kansas, Kentucky,
Louisiana, Mississippi, Missouri, New Mexico, North Carolina, Ohio, Oklahoma, Tennessee, and Texas. At
December 31, 2022 and 2021, respectively, there were 82 and 82 franchise restaurants in operation. In
addition, there were zero and zero unopened franchise locations at December 31, 2022 and 2021,
respectively.

The Company has two wholesale food distribution centers. One distribution center is located in Charlotte,
North Carolina, and the second distribution center is located in Grand Prairie, Texas. These centers are
operated primarily for the servicing of company owned and franchise delis. However, they generate
additional revenue in the form of backhaul income, both from company suppliers and for other nearby
businesses.



Deli Management, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
December 31, 2022 and 2021

NOTE 2 - LIQUIDITY AND CAPITAL RESOURCES

The Company has a new credit agreement in place with a lending group. The issuance date of the credit
agreement was June 18, 2021. The credit agreement consists of a master term loan with original availability
of $105,000,000, $96,436,819 of which was outstanding at December 31, 2022, and a master revolving
line of credit with a limit of $10,000,000. Collectively, the term loan and revolving line of credit are referred
to as “the notes”. The notes mature on June 18, 2026. At December 31, 2022 and 2021, the Company
had $10,000,000 and $10,000,000, respectively, available to borrow under the master revolving line of
credit total.

NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies is presented to assist in understanding the Company’s
financial statements. The financial statements and notes are representations of the Company’s
management, who is responsible for their integrity and objectivity. These accounting policies conform to
accounting principles generally accepted in the United States of America (“U.S. GAAP”) and have been
consistently applied in the preparation of the consolidated financial statements.

Principles of Consolidation

These financial statements present the consolidated financial results of Deli Management, Inc. and its
subsidiaries after elimination of all significant accounts and transactions. The financial statements have
been prepared in accordance with U.S. GAAP.

Reclassifications have been made for presentation purposes. These reclassifications did not have a
material impact on the financial statements.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents

For purposes of these financial statements, all highly liquid demand and time deposits with a maturity of
three months or less, including money market funds, are considered cash and cash equivalents.

The Company maintains its cash in bank deposit accounts which exceed federally insured limits. As of
December 31, 2022, accounts were guaranteed by the Federal Deposit Insurance Corporation up to
$250,000. The total amount in excess of the insured limit at December 31, 2022 was $10,231,018.

Revenue Recognition
See Note 4. Revenue Recognition.
Accounts Receivable and Bad Debts

All receivable invoices are due upon receipt, but are considered past due 31 days after the date of the
invoice. Past due deli trade receivables do not accrue interest.
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The Company’s policy with respect to distribution center past due trade receivables is to assess finance
charges at the end of each month on any balance that is older than 31 days. In February 2020, the
Company temporarily suspended this policy as a means of providing support to the franchise community
due to the COVID-19 impact. This policy was reinstituted in February 2021 for all past due balances. The
Company has remained in close contact with franchisees throughout this period regarding their stores’
performance, their liquidity, and any efforts toward obtaining additional capital if necessary. Though past
due balances have grown as a result of the COVID-19 pandemic, all franchisees are working to bring them
current, or have pledged to do so. The distribution center receivables past due 90 days or more were
$500,702 and $714,868 at December 31, 2022 and 2021, respectively.

Trade receivables are considered uncollectible only after repeated attempts from the collection department
and/or an outside collection agency have been made. Past due invoices are routinely monitored by the
Accounts Receivable Supervisor, who approves the write off of immaterial, uncollectible amounts
throughout the year. Material past due balances are periodically discussed between the Accounts
Receivable Supervisor, the Assistant Controller, and the CFO, to review and schedule their write off at
yearend, or to elect continued collection efforts if deemed fruitful.

Bad debts are determined by the allowance method. The aging of the receivables, historical write-off
experience, as well as management’s knowledge and experience with the debtor, influences the allowance
computations. Management has determined that an allowance of $177,500 was appropriate at
December 31, 2022, and $177,500 was appropriate at December 31, 2021.

Inventories

As noted in Note 1, the Company operates wholesale food distribution centers in Grand Prairie, Texas and
Charlotte, North Carolina. At December 31, 2022 and 2021, inventories consist of $3,163,215 and
$2,923,977 in deli menu items and related supplies at company owned delis, $10,237,500 and $9,398,836
in food and related supplies at the wholesale distribution centers, and $177,889 and $342,806 in distribution
center truck parts and miscellaneous corporate supplies, respectively. Inventories are valued at the lower
of cost or net realizable value based on the first-in, first-out (“FIFO”) method for distribution centers and a
combination of first-in, first-out and most recent cost for delis, which approximates the FIFO method due to
the rapid turnover of items.

Shipping and Handling

The Company does not separately charge for shipping and handling. Company costs for shipping and
handling are classified in the income statements as follows:

2022 2021
Salaries and wages $ 4272200 $ 3,791,906
Delivery expense 2,691,082 1,651,134
Handling fees (as part of cost of revenue) 2,570 (27,835)
Insurance 516,050 464,944
Rents 1,058,435 1,079,140
Depreciation and amortization 193,967 216,522

$ 8734304 $ 7,175,811

Property and Equipment

Property and equipment are stated at cost. All costs of acquisition of deli equipment and construction of
leasehold improvements related to store openings, or remodel projects that qualify as betterments, and that
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total $5,000 or more are capitalized. The Company also capitalizes other furniture and equipment
purchases that cost $5,000 or more per item, per invoice. The following costs are expensed:

¢ Incidental, non-inventoried materials and supplies when purchased and/or placed in service, regardless
of amount.

¢ Routine maintenance that the Company would reasonably expect to perform more than once during
the class life of the unit of property being maintained.

e Repairs and maintenance that keep a unit of property in ordinarily efficient operating condition rather
than improve it, including deli refresh projects.

e Projects that constitute <30% replacement of the unit of property being maintained.
¢ Removal of a capital asset if separately stated on the invoice.
o Movement or reinstallation of a capital asset to a new location.

Depreciation is computed on the straight-line method for financial reporting purposes based on the following
useful lives, with no salvage value:

Years
Corporate office facilities 31-40
Leasehold improvements 5-18
Deli equipment 5-10
Automobiles 5
Office furniture and equipment 3-10
Trucks and trailers 4-6

Impairment of Long-Lived Assets

Deli locations are reviewed for impairment on a location by location basis whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recovered. The recoverability of
locations that are to be held and used is measured by comparison of the estimated future undiscounted
cash flows associated with the asset to the carrying amount of the asset. If such assets are considered to
be impaired, an impairment charge would be recorded in the amount by which the carrying amount of the
assets exceeds their fair value using Level 3 measurements, as defined in Note 15. There were no
impairment charges of long-lived assets in 2022 or 2021.

Amortization of Intangibles

The non-compete covenant related to the acquisition of two deli locations from a franchise in 2012 is being
amortized over 15 years on a straight-line basis, with no residual value. Reacquired rights associated with
the purchase of 12 deli locations from five franchisees are being amortized over 2-11 years on a straight-
line basis, with no residual value. Goodwill from the purchase of the assets of seven deli locations from
five franchisees is being amortized over 10 years each, one beginning in 2013, one in 2014, one in 2015,
and four in 2019.

Advertising

The costs of advertising are expensed as incurred. Advertising expense was $2,812,865 and $2,488,497
for the years ended December 31, 2022 and 2021, respectively.
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Compensated Absences

Company policy provides that any unused amounts of accrued vacation and sick leave are forfeited at
separation from service for any reason. Estimated accrued vacation at December 31, 2022 and 2021 was
$1,881,899 and $1,707,803, respectively, as reflected in these financial statements. Management does
not anticipate that the accumulated sick leave benefit will have a material impact on company operations
in a single year, and no accrual for sick leave has been recorded.

Income Taxes

Deli Management, Inc. does not provide for federal income taxes because of the election by the Company,
with the consent by its stockholders, that profits of the Company be taxed at the stockholder level under
Subchapter S of the Internal Revenue Code (“IRC”). The Company does, however, pay income and other
types of taxes to the states in which it operates or from which it generates revenue from franchise
operations. Income tax payments to states on behalf of shareholders are reflected as distributions rather
than income tax expense.

Accounting guidance requires entities to evaluate uncertain tax positions. This guidance prescribes a more-
likely-than-not recognition threshold and a measurement attributable for all tax positions taken or expected
to be taken on a tax return in order to be recognized in the financial statements. The Company has not
recorded a liability for uncertain tax positions as of December 31, 2022 and 2021 as the Company has not
identified any uncertain tax positions that meet the measurement criteria. The Company would recognize
interest and penalties, if any, related to unrecognized tax benefits in income tax expense.

Presentation of State Sales Taxes

The states in which the Company operates impose sales tax on substantially all of the Company’s sales to
nonexempt customers. The Company collects the taxes from customers and remits the taxes to the states,
less any applicable discounts. The Company’s accounting policy is to exclude the taxes collected from
revenue and cost of sales.

Amortization of Goodwill

Pursuant to Accounting Standards Update (“ASU”) 2014-02, Accounting for Goodwill - a Consensus of the
Private Company Council (Topic 350), effective January 1, 2013, the Company elected to amortize goodwiill
on a straight-line basis over either 10 years or less than 10 years if a shorter useful life is more appropriate.
Under the guidance, impairment testing is performed upon the occurrence of a triggering event indicating
that the fair value of the entity might be less than its carrying amount, and there is no annual goodwill
impairment test. The Company recorded goodwill amortization expense in 2022 and 2021 of $494,878 and
$495,011, respectively.

Debt Issuance Costs

The Company'’s policy is to net debt issuance costs against the carrying value of the related financial liability
for financial statement presentation, in agreement with ASU 2015-03, Interest - Imputation of Interest
(Subtopic 835-30), the Company reported unamortized debt issuance costs of $3,553,316 and $4,618,072
in 2022 and 2021, respectively. These costs were netted against long-term outstanding notes payable
balances of $91,088,319 and $96,796,009 for 2022 and 2021, respectively.

Government Grants
U.S. GAAP does not have specific guidance on accounting for government grants that are not in the form

of a tax credit. Under the guidance in ASC 105, Generally Accepted Accounting Principles, an entity may
apply nonauthoritative guidance by analogy when guidance for a transaction is not specified within U.S.
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GAAP. Therefore, effective January 1, 2020, the Company elected to adopt the guidance in IAS 20 -
Accounting for Government Grants and Disclosure of Government Assistance, by analogy for its treatment
of any government grants received.

Under IAS 20, grant recipients initially recognize proceeds as an unearned revenue liability. Recipients
then relieve the liability through the income statement on a systematic basis over the periods in which they
recognize expenses for the related costs for which the grants are intended to compensate. IAS 20 provides
the option of reflecting the credit recognized as a separate line on the income statement, or as an offset
directly against related expenses. For this policy, the Company has elected to reflect grant credit as a
direct reduction to the expense lines to which they relate. Similarly, the Company will reflect grant proceeds
on the statement of cash flows in the same section where the related expenses are presented. The
company recognized zero and $2,000,000 in government grants in 2022 and 2021.

New Accounting Pronouncements

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842). The new standard requires
lessees to recognize on the balance sheet a liability to make lease payments and a corresponding right-of-
use asset. The guidance also requires certain qualitative and quantitative disclosures designed to assess
the amount, timing and uncertainty of cash flows arising from leases. The pronouncement is effective for
annual periods beginning after December 15, 2021. The Company has adopted the new standard effective
January 1, 2022. Please reference Note 9 for details on the impact on the financial statements.

Subsequent Events

The Company has evaluated subsequent events through March 30, 2023, the date on which the
consolidated financial statements were available for issuance.

NOTE 4 - REVENUE RECOGNITION

ASC Topic 606, Revenue from Contracts with Customers (“FASC 606”)” provides five core principles to be
followed by organizations as part of their adoption and transition as follows: (1) Identify the contract;
(2) Identify performance obligations in the contract; (3) Determine the transaction price as specified in the
contract; (4) Allocate the transaction price to the performance obligations; and (5) Recognize revenue as
each performance obligation is satisfied. In applying ASC 606, the Company applied these principles to
identify components of each of the following goods and service offerings, and to apply changes where
necessary to meet the standard.

Deli sales consist of sales of prepared food and beverage to customers on a transaction by transaction
basis, where the Company’s performance obligation is complete, and substantially all direct costs are
incurred and recognized within the same period. All deli sales are recognized as revenue in the same
period that product delivery occurs. The timing and amount of revenue recognized related to company sales
was not impacted by the adoption of ASC 606. Deli revenues total $408,090,429 in 2022 and $341,495,238
in 2021.

Physical and virtual gift cards (“stored-value products”) are available for sale to customers in deli locations,
on the Company’s website, on third-party seller websites, and in third-party retail establishments. Sales of
stored-value products are initially recorded as a contract liability, and are included in accrued liabilities at
their expected redemption value. When the stored-value products are redeemed, the Company recognizes
revenue, and reduces the contract liability for the amount used. The portion of stored-value products that
is never redeemed is referred to as “breakage”, and was reported as a credit to discount expense of $16,479
and $6,759 at December 31, 2022 and 2021, respectively. ASC 606 requires that revenue or credit related
to contracts with customers be recognized in a timeframe and amount commensurate with costs realized
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to provide the related goods or services. As this objective pertains to credits recognized for stored-value
product breakage, the Company considers these amounts to be immaterial with respect to application of a
change in accounting for them, and has thus opted to continue present treatment. The Company will
monitor future credits related to breakage in order to alter recognition methods to comply with ASC 606
should they become material. At December 31, 2022 and 2021, the Company had outstanding contract
liability balances related to stored-value products, of $5,165,002 and $5,274,155, respectively. The
balances represent the uncompleted performance obligations associated with the store-value products and
$4,965,255 is expected to be earned during 2023 fiscal year with the remaining balance earned after 2023.

As a loyalty reward and future purchase incentive to customers, the Company maintains a loyalty program
known as “deli-dollars”, whereby customers earn 25 deli-dollars for every $1 ordered online. Total reward
values are tracked by the customer’s reward account id and expire one year from issuance. For this
customer contract, the customers’ consideration is their online spend and purchases made in-house using
their reward id, and the Company’s performance obligation is the honoring of value acquired. DMI
recognizes sales related to earning deli dollars at their full value as they occur. Discounts and promotional
reductions in price, including deli-dollars redeemed, are recognized when redeemed as an expense.
Additionally, DMI records a monthly accrual to a deli-dollar liability account and to discounts expense to
reflect the average monthly change in deli-dollar liability. The monthly accrual is recalculated annually
when the liability is adjusted to remove expired deli-dollars; to reflect any difference in actual deli-dollars
earned versus the value accumulated using an average; and to adjust for changes in customer redemption
patterns. Costs to maintain the program, other than the costs of the discounts themselves, are nominal
due to being an automated feature of the Company’s online ordering program. As of December 31, 2022
and 2021, the Company had outstanding contract liability balances related to deli-dollar loyalty rewards, of
$738,867 and $953,721, respectively. The balances represent the uncompleted performance obligations
associated with the loyalty rewards and is expected to be earned during the 2022 and 2023 fiscal years.

The Company grants franchises to independent operators (“franchisees”) via a legal contract (“franchise
agreement”), that is executed by the franchisor and the franchisee, where future consideration (“royalties”)
is promised by the franchisee in exchange for the rights provided by the franchisor to establish and operate
a Jason’s Deli in a specified location, and to use, on an ongoing basis, the trade name, service marks,
trademarks, copyrights, and proprietary operating and technological systems that the franchisor has
acquired and developed. Royalty revenue is accrued and recognized by the Company monthly as a
separate line of revenue in the Company’s financial statements. Royalties are calculated at 4% of
franchisees’ reported gross sales, less discounts and sales tax collected, as allowed by the franchise
agreement. The underlying costs of the Company’s performance obligations, including development and
maintenance of registered trademarks, copyrights, and other proprietary systems that the franchisee has
purchased rights to, are deemed to be provided equally, on average, on each dollar of franchisee sales,
and are thus matched against royalties in the same period that they are earned and recognized as revenue
by the franchisor. Franchise royalty revenues total $8,392,822 in 2022 and $7,104,517 in 2021.

In addition to royalties, the franchise agreement includes an initial franchise fee per location that is
determined by the size and nature, and thus anticipated cost of performance obligation to the Company, of
the location being licensed. The franchise fee entitles the franchisee’s location to two weeks of training,
including payroll cost, benefits, payroll taxes, travel, food, lodging, and any other support cost, for a set
number of the franchisors’ dedicated training staff and supervision. The Company sets this fee at its
average cost to provide this service. Where a franchisee is established and elects to supply their own
training, the franchise agreement allows the franchisor and franchisee to be absolved of the performance
obligation and related consideration, in which case no revenue or associated costs are recognized. Where
prior to adoption of ASC 606 franchise fees were recognized entirely in the month of opening, franchise
fees under ASC 606 are allocated proportionately against the period(s) that underlying payroll and support
costs are recognized. Franchise fees are recognized by the Company as a separate line of revenue in the
Company’s financial statements.
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Franchise agreements expire 20 years after a franchise location opens, and include a 10-year renewal
option. Should the franchisee renew, the franchise agreement includes a renewal fee be paid at the time
to cover the franchisor’s legal and other filing fees. The fee is recognized and reported in the Company’s
financials with initial franchise fee revenue, entirely in the period that includes the renewal date. Franchise
renewal fees were reported at $4,000 and zero at December 31, 2022 and 2021, respectively. Underlying
legal and filing costs are recognized as incurred. The Company considers these amounts to be immaterial
with respect to ASC 606 reporting requirements.

The Company makes available to franchisees the option of signing an Area Development Agreement
(“ADA”), which grants the franchisee exclusive rights to establish and operate multiple Jason’s Deli
locations in a specified area, to be opened over a period of time defined in the ADA. There is no cost to
the franchisee other than a requirement that they provide a deposit to secure the exclusive rights equal to
100% of the first location’s initial franchise fee, and 50% of all remaining locations’ initial franchise fees
covered by the ADA. These deposits are held in a contract liability account until such time that a location
is prepared to open. At that time, the above method of accounting for initial franchise fees is followed. At
December 31, 2022 and 2021, the Company had outstanding contract liability balances related to ADA’s of
$39,000 and 35,000, respectively. The balance represents the uncompleted performance obligations
associated with the ADA’s and are expected to be earned within the next fiscal year.

The franchise agreement allows, but does not require franchisees to purchase product from the Company’s
distribution centers, so while each customer order and subsequent obligation constitutes a customer
contract, the long-term relationship of franchisee to distribution center does not. Sales by the distribution
center to franchisees are recognized as revenue on the date of shipment to the franchisee in accordance
with shipping terms (FOB shipping-point), with relevant costs to process the order closely preceding, and
costs to deliver the order closely following. As such, costs to fulfill distribution center customer contract
obligations are predominantly recognized and reported in the same period as the related revenue.
Franchise and third-party distribution sales revenue is reported as a separate line of revenue on the
Company’s financial statements. Distribution sales returns are inconsequential and do not impact timing
for revenue recognition. The Company has not estimated a sales return allowance as it is not material
based on historical experience.

The distribution center offers Backhaul services on a transaction by transaction basis, with no long-term
contracts involved. Sales are reported as revenue on a dedicated line on the Company’s financial
statements, and are recognized upon completion of the delivery service. Associated costs of backhaul
service performance obligations include driver payroll and benefits, fuel, and expense to maintain the
vehicles, and are recognized and reported as expense in the same period as the related revenue.
Distribution center revenues total $64,170,878 in 2022 and $76,874,473 in 2021.

Other than recognition of franchise renewal fees combined with initial franchise fees, all other sources of
revenue are presented separately on the financial statements, and thus no additional disaggregation steps
were necessary to meet this requirement of ASC 606.

The Company has no contract assets.
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NOTE 5 - PROPERTY AND EQUIPMENT

The major classes of property and equipment consisted of the following at December 31, 2022 and 2021:

2022 2021

Buildings $ 97,548 $ 97,548
Leasehold improvements 129,341,404 129,793,263
Deli equipment 54,672,071 55,219,813
Automobiles 211,868 211,868
Trucks and trailers 3,116,863 2,932,768
Office furniture and equipment 4,876,290 4,992,427
Construction in progress 1,941,014 1,867,199
194,257,058 195,114,886
Less accumulated depreciation (125,113,659) (120,337,544)
69,143,399 74,777,342

Land 408,391 408,391
$ 69,551,790 $ 75,185,733

Depreciation expense for the years ended December 31, 2022 and 2021 was $9,154,841 and $9,688,933,

respectively.

The estimated amount to complete construction projects in progress was $4,242,483 and $3,889,156 at

December 31, 2022 and 2021, respectively.

NOTE 6 - INTANGIBLE ASSETS INCLUDING GOODWILL

Intangible assets including goodwill at December 31, 2022 and 2021 consisted of the following:

December 31, Amortization December 31,
2021 Additions Expense 2022

Goodwill $ 4967527 $ - 9 - $ 4,967,527
Accumulated amortization -

goodwill (3,044,010) - (494,878) (3,538,888)
Other intangibles:
Trade name 9,364 - - 9,364
Non-compete covenant 256,000 - - 256,000
Reacquired franchise rights 4,247,003 - - 4,247,003
Franchise development costs 6,560 - - 6,560
Accumulated amortization -

other (3,512,097) - (283,452) (3,795,549)

Total goodwill and
intangibles - het $ 2,930,347 $ - $ (778,330) $ 2,152,01 7
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Amortization expense for the years ended December 31, 2022 and 2021 was $778,330 and $827,687,
respectively. Estimated aggregate amortization is $566,034, $500,384, $331,249, $269,048 and $266,484
for 2023, 2024, 2025, 2026 and 2027, respectively. The weighted-average number of years of amortization
remaining by major class of intangible assets as of December 31, 2022, was five years for reacquired rights;
6 years for goodwill; and five years for the non-compete agreement.

NOTE 7 - DEBT

The Company has open irrevocable stand-by letters of credit with banks as security for liability of gross
receipt taxes, workers compensation insurance, deposits under certain city ordinances. At December 31,
2022 and 2021, the Company had a total of $6,208,000 and $6,267,297, respectively, in stand-by letters of
credit, which are evaluated annually for relevance and appropriateness of amount.

The master term note has certain covenants including a maximum limit on sustaining capital expenditures.
The Company was in compliance with respect to these covenants as of December 31, 2022 and 2021.

Amounts due in one year or less are presented as the current maturities of the obligations. The long-term
portion represents the amount due after one year from the date of these statements. Short-term and long-
term debt are the following at December 31, 2022 and 2021:

2022 2021

Master term note with bank originally dated June 18, 2021,
aggregated principal of $105,000,000, payable in quarterly
installments of $1,312,500, with remainder due at maturity on
July 18, 2026. Interest due monthly, interest at one-month
LIBOR plus 7.50%, with a LIBOR floor of 1.0%. Collateralized
by substantially all of the assets of the Company. $ 95,796,568 $ 101,405,757

Note payable to bank, payable in monthly installments of $8,208.
Interest due monthly, interest at one-month LIBOR plus 2.75%.
Matures June 17, 2024 with balloon payment of approximately
$492,500. Collateralized by land and building in Beaumont,
Texas (Gemba - DOW, LLC). 640,251 738,750

96,436,819 102,144,507

Less: Current maturities (5,348,500) (5,348,500)
Deferred loan origination costs, net (3,553,316) (4,618,072)
Long-term debt $ 87,535,004 $ 92,177,935
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Debt is payable as follows:

Year Ending December 31,

2023 $ 5,348,500
2024 5,791,750
2025 5,250,000
2026 80,046,569
2027 -
Thereafter -

Total $ 96,436,819

The Company incurred interest expense of $9,994,952 and $8,828,226 in 2022 and 2021, respectively,
none of which has been capitalized. The amount of interest that should have been capitalized for
construction projects was immaterial.

During 2020 the Company acquired additional capital outside of debt, including $10,000,000 in April 2020,
and $2,000,000 in February 2021, made available under the federal government’'s Payroll Protection
Program (“PPP”). Provisions of the program allow that these loans can be forgiven if after a specified period
of time from receipt, the recipient can prove via an application process that the proceeds were used for
approved purposes, principally to maintain payroll at stipulated levels versus a defined comparative period.
The Company met this requirement and received forgiveness of both the initial $10,000,000 and the
subsequent $2,000,000 in 2021. The Company has applied the Company’s grant accounting policy detailed
in Note 3 to these financial statements, which states that the Company’s policy is to recognize such
proceeds directly as an offset to the expenses they’re intended to compensate. The $10,000,000 received
in 2020 was entirely used for and reported on the Income Statement as a credit to Operating Expense.
More specifically, the funds were applied as a $7,500,000 credit to payroll expense; a $1,400,000 credit to
lease expense; and a $1,100,000 credit to utilities expense. All three applications reflected those amounts
or greater in realized expenses that were all incurred during 2020 and are allowable uses of PPP funds
under the government’s forgiveness criteria. The $2,000,000 received in 2021 was entirely used for and
reported on the Income Statement as a credit to Operating Expense. More specifically, the funds were
applied as a $1,381,226 credit to payroll expense; a $488,258 credit to lease expense; and a $130,326
credit to utilities expense.
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NOTE 8 - ACCRUED LIABILITIES

Accrued liabilities are comprised of the following:

2022 2021
Sales tax payable $ 974,983 $ 1,075,440
Commissions payable 533,660 796,922
Payroll taxes payable 479,376 2,376,385
Accrued payroll 2,051,954 1,601,092
Accrued rent accretion payable 148,930 195,803
Accrued percentage rent 231,094 154,899
Accrued compensated absences 1,881,899 1,707,803
Accrued workers compensation 1,788,847 2,753,307
Other accrued expenses 4,629,915 3,963,025
Deferred franchise and other income 1,188,716 1,555,936
Deferred gift card income 5,165,002 5,274,155

$ 19,074,376 $ 21,454,767

NOTE 9 - LEASES

In February 2016, the FASB established Topic 842, Leases, by issuing ASU No. 2016-02, which requires
lessees to recognize leases on-balance sheet and disclose key information about leasing arrangements.
Topic 842 was subsequently amended by ASU No. 2018-01, Land Easement Practical Expedient for
Transition to Topic 842; ASU No. 2018-10, Codification Improvements to Topic 842, Leases; and ASU
No. 2018-11, Targeted Improvements. The new standard establishes a right-of-use model (ROU) that
requires a lessee to recognize a ROU asset and lease liability on the balance sheet for all leases with a
term longer than 12 months. Leases will be classified as finance or operating, with classification affecting
the pattern and classification of expense recognition in the income statement. The new standard was
effective and we adopted and implemented the standard on January 1, 2022 with a modified retrospective
transition approach, as permitted, applying the new standard to all leases existing at the date of initial
application. Consequently, financial information will not be updated and the disclosures required under the
new standard will not be provided for dates and periods before January 1, 2022. The new standard provides
a number of optional practical expedients in transition. We elected the ‘package of practical expedients’,
which permits us not to reassess under the new standard our prior conclusions about lease identification,
lease classification and initial direct costs.

The Company has operating leases for certain corporate offices and operating locations and finance leases
for certain vehicles. The Company determines if a contract is a lease or contains an embedded lease at
the inception of the contract. Operating lease right-of-use (“ROU”) assets are included in other current and
other non-current assets, operating lease liabilities are included in other current and other non-current
liabilities in our consolidated balance sheets. Finance lease ROU assets are included in property and
equipment, net, and finance lease liabilities are included in our current portion of long-term debt, and long-
term debt on our consolidated balance sheets.

ROU assets represent the Company’s right to use an underlying asset for the lease term and lease liabilities
represent our obligation to make lease payments arising from the lease. Operating and finance lease ROU
assets and liabilities are recognized at commencement date based on the present value of lease payments
over the lease term. As most of the Company’s leases do not provide an implicit rate, we use the risk free
rate using periods comparable with the lease terms based on the information available at commencement
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date in determining the present value of lease payments. The Company uses the implicit rate when readily
determinable. The Company’s lease terms may include options to extend or terminate the lease. The
Company’s leases have remaining lease terms of less than one year to five years, some of which include
options to extend the leases for up to five years, and some of which include options to terminate the leases
within one year. Lease expense for lease payments is recognized on a straight-line basis over the non-
cancelable term of the lease.

The Company recognized $25,361,555 of costs related to their operating leases during the twelve months
ended December 31, 2022. As of December 31, 2022, the Company’s operating leases have a weighted
average remaining lease term of 15.85 years and a weighted average discount rate of 1.74%.

Rent expense under operating leases is calculated using the straight-line method whereby an equal amount
of rent expense is attributed to each period during the term of the lease, regardless of when actual payments
are made. Rent expense generally begins on the date the Company obtained possession under the lease
and includes option periods where available. Generally, this results in rent expense in excess of cash
payments during the early years of a lease and rent expense less than cash payments in the later years,
as many lease agreements have periodic scheduled rent increases over the lease term. The difference
between rent expense recognized and actual rental payments is recorded as deferred rent and presented
as a non-current liability on the consolidated balance sheets. Tenant improvement allowances are
amortized as a reduction to rent expense on a straight-line basis over the lease term, as defined above.
Tenant improvement allowances are presented as a non-current liability in the consolidated balance sheets.

Supplemental balance sheet information related to leases as of December 31, 2022 are as follows:

Right-of-use assets under operating leases

Total operating lease assets $ 240,785,256
Operating lease liabilities, current portion $ 20,271,014
Operating lease liabilities, non-current portion 243,590,795

Total operating lease liabilities $ 263,861,809

The maturities of the Company’s operating and finance lease liabilities as of December 31, 2022 are as
follows:

Operating

Year Ending December 31, Leases
2023 $ 25,284,531
2024 23,936,956
2025 23,488,709
2026 23,920,652
2027 21,751,654
Thereafter 199,873,926

Total lease payments 318,256,429
Less imputed interest 54,394,620

Total $ 263,861,809
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NOTE 10 - RELATED-PARTY TRANSACTIONS

DMI leases one deli that is located in a strip-center that is partially owned by two stockholders and several
key employees of the Company. The lease expires in 2024 with no option periods, and with monthly
payments of $11,252 over the remaining term.

DMI leases an additional two delis owned entirely by one stockholder of the Company. Both leases have
option periods through 2045, with monthly payments escalating every five years.

Future minimum lease payments for the three delis over the next five years (included in Note 9 totals above),
are as follows:

Year Ending December 31,

2023 $ 256,388
2024 259,850
2025 266,774
2026 266,774
2027 185,607
Thereafter 497,229

Total $ 1,732,622

Related party lease expense totaled $279,999 and $245,483 per year, respectively, for 2022 and 2021.

The Company has a franchise that is on the Company’s board of directors, and is related to four other
stockholders. Total revenues from this franchise for 2022 and 2021 were approximately 2% and 2%,
respectively, of consolidated DMI revenues. Total receivables from this franchise as of December 31, 2022
and 2021 were 3% and 3%, respectively, of consolidated DMI current assets.

NOTE 11 - INCOME TAXES

The absence of provisions for federal income taxes in 2022 and 2021 for the Company is due to the election
by DMI in February 1984, and consent by its stockholders, that the stockholders will include their respective
shares of taxable income of the Company in their individual tax returns in accordance with Section 1362(a)
of the IRC. As a result, no federal income tax is imposed on the Company.

However, the Company does pay income taxes to most states in which it operates or from which it
generates revenue from franchise operations. These taxes include franchise taxes and income taxes
imposed on the Company, as well as income taxes imposed on the shareholders based on the
shareholders’ income from the Company, in lieu of the shareholders filing individual income tax returns with
the states. These taxes are estimated to be $728,987 in 2022 and $448,771 in 2021. Amounts paid to the
shareholders to assist in paying their personal income taxes totaled approximately $13,300,000 and
$500,000 in 2022 and 2021, respectively.

Income tax years where the Company remains subject to examination by federal and state taxing entities
at December 31, 2022, are 2021, 2020, 2019, and 2018.
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The Company engaged with a third party service provider to assess tax credit opportunities granted by the
CARES act. Based on review of wages which qualified for an Employee Retention Tax Credit (ERTC) it
was determined the Company is eligible for tax credits totaling $2,340,179. The payroll tax credits will be
captured through amending of prior period payroll tax returns. The Company received the refund in 2023.

NOTE 12 - EMPLOYEE BENEFIT PLANS
401(k) Profit Sharing Plan

In 1991, the Company established a 401(k) Savings and Incentive Retirement Plan. All full-time employees
age 21 or older with one year of service are eligible to participate. Participating employees elect to contribute
from 1% to 100% of compensation up to the maximum allowed by law ($20,500 for 2022 and $19,500 for
2021). The Company provides a discretionary matching contribution to employee contributions between
0% and 6% of compensation.

The Company matching contribution for 2022 and 2021 was 20% of the employees’ contribution, to a
maximum of 6% of compensation. Employee contributions for 2022 and 2021 totaled $1,995,474 and
$1,752,015, respectively. Company contributions for 2022 and 2021 totaled $329,646 and $305,506,
respectively, and vest as follows:

Years of Service Percentage

-2 0
20

40

60

80

100

OOk, WNO

Self-Insured Medical Benefits

In May 1998, the Company established a self-insurance plan covering certain medical benefits for
substantially all of its management and administrative employees. The Company’s liability is limited through
the purchase of a reinsurance policy. Liability for specific claims is limited to $200,000 for the years ended
December 31, 2022 and 2021. Liability for the remaining aggregate claims is based on a formula, which
includes estimated premium cost per participant and estimated participation. The Company has provided
$3,015,536 and $3,911,267 in 2022 and 2021, respectively, for claims incurred and reported. An accrual
of $476,000 and $539,000 for claims incurred but not reported has been included in these financial
statements for the years ended December 31, 2022 and 2021, respectively. The contract year is May to
April. Projections by the third-party administrator for the program indicate that the specific stop-loss point
has been reached for various covered employees as of December 31, 2022 and 2021, while the aggregate
stop-loss point has not been reached for either year.

Workers’ Compensation Benefits

The Company maintains workers’ compensation insurance coverage with a deductible of $250,000, and
$250,000 per incident for the years ended 2022 and 2021, respectively. The estimated realizable
receivable from subrogation claims of $33,686 and $60,312 has been netted against the accrued workers’
compensation liability as of December 31, 2022 and 2021, respectively.
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Profit-Based Compensation Arrangement

Effective January 1, 2000, the Company adopted a profit-based compensation arrangement (the “Plan”) for
certain eligible employees. Under the terms of the Plan, annual bonuses to participants vest immediately,
except that all amounts due are forfeited immediately upon the participant’s termination for cause. The
underlying value of the bonuses is based on a formula containing overall profitability of the Company and
discretionary participation awards from the Plan Administration Committee. For awards granted prior to
January 1, 2005, each participant has the option to request cash payment at any point after award or to
allow units of participation to accumulate value based on overall growth and profitability of the Company
for any period not to exceed 10 years from date of issuance. For awards granted on or after January 1,
2005, awards are only exercisable by the participant upon the occurrence of one of the following events:
separation, death, disability, expiration of term or change in control, as those terms are defined in the Plan
document.

Under the terms of the Plan, payments of $50,000 or less are to be paid in a lump sum within 30 days of
redemption. For payments greater than $50,000, the participant shall be paid in five installments of 20%
each at the following intervals after the triggering event: 30 days, 6 months, 1 year, 18 months, and
24 months.

During the years ended December 31, 2022 and 2021, zero and zero units of participation were issued,
and 29,400 and 46,050 units were outstanding at year end, respectively. Under the terms of the Plan,
exercise price is computed as of December 31 of each year. At December 31, 2022 and 2021, each unit
was valued at up to 315.23 and zero, respectively, depending upon the year of issuance. During the years
ended December 31, 2022 and 2021, zero and zero units were converted to cash, totaling zero and zero,
respectively.

Participation expense is reflected in these financial statements as a charge to compensation for 2022 and
2021, and a related liability accrual of $811,505 and 719,859, respectively.

NOTE 13 - CONTINGENT LIABILITIES

The Company is party to various miscellaneous legal actions normally associated with the retail food
industry. Management intends to vigorously defend these actions, the aggregate effect of which, if any, is
not determinable at this time.

NOTE 14 - CORPORATE STRUCTURE

The Company filed Restated Articles of Incorporation with the Texas Office of the Secretary of State during
2003. The primary effect of the reorganization was to have two classes of common stock: Class A voting,
and Class B non-voting. The authorized number of shares of Class A voting common stock was 24, and
the authorized number of shares of Class B non-voting common stock was 2,376. All authorized shares
were issued. Although each shareholder retained the same ownership percentage after the reorganization
as was owned previously, the Class A voting shares were held equally by the two primary shareholders
exclusively. The number of directors and method of selecting directors were also changed.
Contemporaneously with the filing of the Restated Articles of Incorporation, the Company also adopted
Amended and Restated By-laws and an Amended and Restated Stock Redemption & Purchase
Agreement. Each shareholder also assigned his shares of Class A and Class B stock to newly formed
grantor trusts.
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In April 2011, the Company reorganized, which included the purchase of a portion of the common stock
shares and a subsequent sale to new shareholders. 1,155 of the 2,400 shares of common stock were
purchased by the Company for $87,191,177. 45 shares were subsequently sold for cash and 210 shares
were sold to new shareholders and were financed by the Company through the issuance of notes
receivable. Based on the terms of the notes, U.S. GAAP requires stock-based compensation accounting
whereby the notes exchanged for common stock resulted in the recognition of expense in the amount of
$8,628,060 in 2011. Interest income recognized on the payment on notes receivables from shareholders
was $142,989 in 2022 and $139,250 in 2021.
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GRANT THORNTON LLP

700 Milam Street, Suite 300
Houston, TX 77002-2848
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Board of Directors
Deli Management, Inc.

Opinion

We have audited the consolidated financial statements of Deli Management, Inc. (a
Texas S corporation) and subsidiaries (the “Company”), which comprise the
consolidated balance sheets as of December 31, 2021 and 2020, and the related
consolidated statements of operations, changes in equity (deficit), and cash flows for
the years then ended, and the related notes to the financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in
all material respects, the financial position of the Company as of December 31, 2021
and 2020, and the results of its operations and its cash flows for the years then ended
in accordance with accounting principles generally accepted in the United States of
America.

Basis for opinion

We conducted our audits of the consolidated financial statements in accordance with
auditing standards generally accepted in the United States of America (US GAAS).
Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are
required to be independent of the Company and to meet our other ethical
responsibilities in accordance with the relevant ethical requirements relating to our
audits. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Responsibilities of management for the financial statements

Management is responsible for the preparation and fair presentation of the
consolidated financial statements in accordance with accounting principles generally
accepted in the United States of America, and for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of
consolidated financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the consolidated financial statements, management is required to
evaluate whether there are conditions or events, considered in the aggregate, that
raise substantial doubt about the Company’s ability to continue as a going concern for
one year after the date the financial statements are issued.

GT.COM

Grant Thornton LLP is the U.S. member firm of Grant Thornton International Ltd (GTIL). GTIL and each of its member firms
are separate legal entities and are not a worldwide partnership.



ﬂ Grant Thornton

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated
financial statements as a whole are free from material misstatement, whether due to
fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance but is not absolute assurance and therefore is
not a guarantee that an audit conducted in accordance with US GAAS will always
detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the consolidated financial statements.

In performing an audit in accordance with US GAAS, we:

Exercise professional judgment and maintain professional skepticism throughout
the audit.

Identify and assess the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error, and design and perform audit
procedures responsive to those risks. Such procedures include examining, on a
test basis, evidence regarding the amounts and disclosures in the financial
statements.

Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Company’s internal
control. Accordingly, no such opinion is expressed.

Evaluate the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as
well as evaluate the overall presentation of the consolidated financial statements.
Conclude whether, in our judgment, there are conditions or events, considered in
the aggregate, that raise substantial doubt about the Company’s ability to
continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding,
among other matters, the planned scope and timing of the audit, significant audit
findings, and certain internal control-related matters that we identified during the
audit.

MMLLF

Houston, Texas
March 30, 2022



Deli Management, Inc.
CONSOLIDATED BALANCE SHEETS

December 31,

ASSETS

Current assets:
Cash and cash equivalents
Accounts receivable - trade, net of allowance for doubtful accounts of $177,500 and $177,500
State income and sales tax refunds receivable
Tenant improvement allowances receivable
Other receivables
Inventories
Prepaid expenses

Total current assets
Property and equipment, net

Other assets:
Intangible assets, net
Goodwill, net
Other investments
Deposits

Total other assets

Total assets
LIABILITIES AND EQUITY

Current liabilities:
Accounts payable - trade
Accrued liabilities
Current maturities of long-term notes payable

Total current liabilities

Long-term liabilities:
Deferred rent
Notes payable, net of current maturities

Total long-term liabilities

Equity (deficit):
Deli Management, Inc. stockholders’ equity
Common stock ($1 par value; 1,154 and 1,154 shares authorized, issued and outstanding)
Treasury stock, 1,344 and 1,344 shares, at cost
Note receivable for common stock
Additional paid-in capital
Retained earnings

Total deficit

Total liabilities and equity

2021 2020
$ 11,889933 $ 12,766,555
7,772,278 10,209,533
2,340,179 -
260,989 143,845
542,087 557,883
12,665,619 7,608,980
2,009,808 1,441,657
37,480,893 32,728,453
75,185,733 81,526,049
1,006,830 1,337,642
1,923,517 2,420,392
7,101 7,101
6,515,793 279,513
9,453,241 4,044,648

$ 122,119,867 $ 118,299,150
$ 10,908,422 $ 15,951,441
21,454,767 20,279,162
5,348,500 107,117,294
37,711,689 143,347,897
23,205,661 24,590,500
92,177,935 597,957
115,383,596 25,188,457
1,154 1,154
(99,181,525) (99,181,525)
(3,481,253) (3,481,253)
23,071,719 23,071,719
48,614,487 29,352,701
(30,975,418) (50,237,204)

$ 122,119,867 $ 118,299,150

The accompanying notes are an integral part of these consolidated financial statements.
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Deli Management, Inc.

CONSOLIDATED STATEMENTS OF OPERATIONS

Years ended December 31,

REVENUE:
Sales - delis
Sales - distribution centers
Franchise sales
Franchise royalties
Backhaul income
Total revenue
COST OF REVENUE
Gross profit
OPERATING EXPENSES, EXCLUDING OWNERS COMPENSATION
Operating income (loss) before owners compensation
OWNERS COMPENSATION
Income (loss) from operations
OTHER INCOME (EXPENSE):
Interest, net
Other income
Total other expense
Income (loss) before taxes

STATE INCOME TAXES

Net income (loss)

2021

2020

$ 341,495,238

$ 272,173,485

76,874,473 50,759,622
8,000 23,000
7,104,517 5,520,118
4,008,935 3,119,308
429,491,163 331,595,533
166,252,053 126,996,909
263,239,110 204,598,624
233,403,383 213,701,627
29,835,727 (9,103,003)
1,401,125 838,019
28,434,602 (9,941,022)
(8,630,324) (5,327,645)
618,489 507,509
(8,011,835) (4,820,136)
20,422,767 (14,761,158)
448,771 247,045

$ 19,973,996 $ (15,008,203)

The accompanying notes are an integral part of these consolidated financial statements.
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Balance at December 31, 2019

Distributions
Net income
Contribution of Capital

Balance at December 31, 2020

Distributions
Net income
Contribution of Capital

Balance at December 31, 2021

Deli Management, Inc.

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (DEFICIT)

Years ended December 31,

Additional Note Receivable
Common Paid-in Retained Treasury for Common Total

Stock Capital Earnings Stock Stock Equity (Deficit)
1,154 8,071,719 46,278,600 $ (99,181,525) $ (3,481,253) $ (48,311,305)

- - (1,917,696) - - (1,917,696)

- - (15,008,203) - - -

- 15,000,000 - - - 15,000,000

1,154 23,071,719 29,352,701 (99,181,525) (3,481,253) (50,237,204)

- - (712,210) - - (712,210)

- - 19,973,996 - - 19,973,996

1,154 23,071,719 48,614,487 $ (99,181,525) § (3,481,253) $ (30,975,418)

The accompanying notes are an integral part of these consolidated financial statements.



CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization

Long lived asset impairment expense
Amortization of deferred loan origination costs
Loss on disposition of assets

Proceeds from business interruption insurance, net of deductible

Bad debt expense

Net (increase) decrease in:
Receivables
Inventories
Prepaid expenses
Deposits

Net increase (decrease) in:
Accounts payable
Accrued liabilities

Net cash provided by operating activities
Cash flows from investing activities:

Purchase of property and equipment
Proceeds from sale of assets

Net cash provided by (used in) investing activities

Cash flows from financing activities:
Distributions and dividends
Proceeds from draws on line of credit
Proceeds from notes payable
Proceeds from federal Payroll Protection Program
Principal payments on notes payable
Principal payment of line of credit

Payroll Protection Program grant meeting forgiveness criteria

Loan origination costs

Net cash used in financing activities

Net increase (decrease) in cash and cash equivalents

CASH AND CASH EQUIVALENTS, beginning of year

CASH AND CASH EQUIVALENTS, end of year

Supplemental disclosures of cash flow information:
Interest paid

Income taxes paid:
State

Deli Management, Inc.

Years ended December 31,

2021 2020
$ 19,973,996 $ (15,008,203)
10,516,620 12,059,150

- 2,050,274

1,119,909 752,824
3,196,562 4,123,706
352,446 58,222
16,651 32,530
(373,368) 1,469,010
(5,056,639) 4,061,632
(611,382) (547,855)
(6,236,280) 2,000
(5,043,323) 1,708,935
(209,230) (862,440)
17,645,962 9,899,785
(7,604,113) (716,794)
1,050,531 2,971,791
(6,553,582) 2,254,997
(712,210) (1,917,696)

- 5,800,000
105,000,000 -
2,000,000 10,000,000
(110,711,537) (106,707)
- (23,531,206)

(2,000,000) (10,000,000)
(5,545,255) (502,983)
(11,969,002) (5,258,592)
(876,622) 6,896,190
12,766,555 5,870,365
$ 11,889,933 $ 12,766,555
$ 8004246 $ 5,508,334
$ 297,945 $ 503,651

The accompanying notes are an integral part of these consolidated financial statements.



Deli Management, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2021 and 2020

NOTE 1 - HISTORY AND ORGANIZATION

Deli Management, Inc. (“DMI”, “Company”, or “Franchisor”) was founded in Beaumont, Texas in 1976, and
incorporated on October 3, 1983 under the laws of the State of Texas. The Company was organized for
the purpose of establishing deli restaurants commonly known as “Jason’s Deli®” throughout the State of
Texas. Deli operations have subsequently been expanded across the country. Corporate owned
restaurants were in operation in the following states at December 31, 2021 and 2020:

2021 2020

Alabama
Arizona
Florida
Georgia
lllinois

lowa
Louisiana
Maryland
Missouri
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Nevada

North Carolina
Ohio
Pennsylvania
South Carolina
Tennessee
Texas
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The Company offers opportunities for new franchisees, and for the expansion of existing franchisees in
multiple states. The franchise agreements offer a program which enables the franchisees to operate a deli
that offers a variety of delicatessen products, including New Orleans style food and Texas barbecue.
Current franchises are operational in Alabama, Arkansas, Colorado, Florida, Indiana, Kansas, Kentucky,
Louisiana, Mississippi, Missouri, New Mexico, North Carolina, Ohio, Oklahoma, Tennessee, and Texas. At
December 31, 2021 and 2020, respectively, there were 82 and 88 franchise restaurants in operation. In
addition, there were zero and zero unopened franchise locations at December 31, 2021 and 2020,
respectively.

The Company has two wholesale food distribution centers. One distribution center is located in Charlotte,
North Carolina, and the second distribution center is located in Grand Prairie, Texas. These centers are
operated primarily for the servicing of company owned and franchise delis. However, they generate
additional revenue in the form of backhaul income, both from company suppliers and for other nearby
businesses.

NOTE 2 - LIQUIDITY AND CAPITAL RESOURCES

The Company has a new credit agreement in place with a lending group. The issuance date of the credit
agreement was 06/18/2021. The credit agreement consists of a master term loan with original availability
of $105,000,000, $102,144,507 of which was outstanding at December 31, 2021, and a master revolving



Deli Management, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
December 31, 2021 and 2020

line of credit with a limit of $10,000,000. Collectively, the term loan and revolving line of credit are referred
to as “the notes”. The notes mature on June 18, 2026. At December 31, 2021 and 2020, the Company
had $10,000,000 and $32,703, respectively, available to borrow under the master revolving line of credit
total then applicable.

NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies is presented to assist in understanding the Company’s
financial statements. The financial statements and notes are representations of the Company’s
management, who is responsible for their integrity and objectivity. These accounting policies conform to
accounting principles generally accepted in the United States of America (“U.S. GAAP”) and have been
consistently applied in the preparation of the consolidated financial statements.

Principles of Consolidation

These financial statements present the consolidated financial results of Deli Management, Inc. and its
subsidiaries after elimination of all significant accounts and transactions. The financial statements have
been prepared in accordance with U.S. GAAP.

Reclassifications have been made for presentation purposes. These reclassifications did not have a
material impact on the financial statements.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents

For purposes of these financial statements, all highly liquid demand and time deposits with a maturity of
three months or less, including money market funds, are considered cash and cash equivalents.

The Company maintains its cash in bank deposit accounts which exceed federally insured limits. As of
December 31, 2021, accounts were guaranteed by the Federal Deposit Insurance Corporation up to
$250,000. The total amount in excess of the insured limit at December 31, 2021 was $11,639,933.

Revenue Recognition
See Note 4. Revenue Recognition.
Accounts Receivable and Bad Debts

All receivable invoices are due upon receipt, but are considered past due 31 days after the date of the
invoice. Past due deli trade receivables do not accrue interest.

The Company’s policy with respect to distribution center past due trade receivables is to assess finance
charges at the end of each month on any balance that is older than 31 days. In February 2020, the
Company temporarily suspended this policy as a means of providing support to the franchise community
due to the COVID-19 impact. This policy was reinstituted in February 2021 for all past due balances. The
Company has remained in close contact with franchisees throughout this period regarding their stores’
performance, their liquidity, and any efforts toward obtaining additional capital if necessary. Though past
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due balances have grown as a result of the COVID-19 pandemic, all franchisees are working to bring them
current, or have pledged to do so. The distribution center receivables past due 90 days or more were
$714,868 and $696,103 at December 31, 2021 and 2020, respectively.

Trade receivables are considered uncollectible only after repeated attempts from the collection department
and/or an outside collection agency have been made. Past due invoices are routinely monitored by the
Accounts Receivable Supervisor, who approves the write off of immaterial, uncollectible amounts
throughout the year. Material past due balances are periodically discussed between the Accounts
Receivable Supervisor, the Assistant Controller, and the CFO, to review and schedule their write off at
yearend, or to elect continued collection efforts if deemed fruitful.

Bad debts are determined by the allowance method. The aging of the receivables, historical write-off
experience, as well as management’s knowledge and experience with the debtor, influences the allowance
computations. Management has determined that an allowance of $177,500 was appropriate at
December 31, 2021, and $177,500 was appropriate at December 31, 2020.

Inventories

As noted in Note 1, the Company operates wholesale food distribution centers in Grand Prairie, Texas and
Charlotte, North Carolina. At December 31, 2021 and 2020, inventories consist of $2,923,977 and
$2,536,369 in deli menu items and related supplies at company owned delis, $9,398,836 and $4,935,468
in food and related supplies at the wholesale distribution centers, and $342,806 and $137,143 in distribution
center truck parts and miscellaneous corporate supplies, respectively. Inventories are valued at the lower
of cost or net realizable value based on the first-in, first-out (“FIFO”) method for distribution centers and a
combination of first-in, first out and most recent cost for delis, which approximates the FIFO method due to
the rapid turnover of items.

Shipping and Handling

The Company does not separately charge for shipping and handling. Company costs for shipping and
handling are classified in the income statements as follows:

2021 2020
Salaries and wages $ 3,791,906 $ 3,246,288
Delivery expense 1,651,134 1,043,208
Handling fees (as part of cost of revenue) (27,835) 5,765
Insurance 464,944 395,427
Rents 1,079,140 1,053,171
Depreciation and amortization 216,522 279,724

$ 7175811 $ 6,023,583

Property and Equipment

Property and equipment are stated at cost. All costs of acquisition of deli equipment and construction of
leasehold improvements related to store openings, or remodel projects that qualify as betterments, and that
total $5,000 or more are capitalized. The Company also capitalizes other furniture and equipment
purchases that cost $5,000 or more per item, per invoice. The following costs are expensed:

¢ Incidental, non-inventoried materials and supplies when purchased and/or placed in service, regardless
of amount.

11
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December 31, 2021 and 2020

¢ Routine maintenance that the Company would reasonably expect to perform more than once during
the class life of the unit of property being maintained.

e Repairs and maintenance that keep a unit of property in ordinarily efficient operating condition rather
than improve it, including deli refresh projects.

e Projects that constitute <30% replacement of the unit of property being maintained.
o Removal of a capital asset if separately stated on the invoice.
e Movement or reinstallation of a capital asset to a new location.

Depreciation is computed on the straight-line method for financial reporting purposes based on the following
useful lives, with no salvage value:

Years
Corporate office facilities 31-40
Leasehold improvements 5-18
Deli equipment 5-10
Automobiles 5
Office furniture and equipment 3-10
Trucks and trailers 4-6

Impairment of Long-Lived Assets

Deli locations are reviewed for impairment on a location by location basis whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recovered. The recoverability of
locations that are to be held and used is measured by comparison of the estimated future undiscounted
cash flows associated with the asset to the carrying amount of the asset. If such assets are considered to
be impaired, an impairment charge would be recorded in the amount by which the carrying amount of the
assets exceeds their fair value using Level 3 measurements, as defined in Note 15. There were no
impairment charges of long-lived assets in 2021. Three locations were impaired during 2020 for a combined
loss of $2,050,274.

Straight-line Rent and Tenant Improvement Allowance

Rent expense under operating leases is calculated using the straight-line method whereby an equal amount
of rent expense is attributed to each period during the term of the lease, regardless of when actual payments
are made. Rent expense generally begins on the date the Company obtained possession under the lease
and includes option periods where available. Generally, this results in rent expense in excess of cash
payments during the early years of a lease and rent expense less than cash payments in the later years,
as many lease agreements have periodic scheduled rent increases over the lease term. The difference
between rent expense recognized and actual rental payments is recorded as deferred rent and presented
as a non-current liability on the consolidated balance sheets.

Tenant improvement allowances are amortized as a reduction to rent expense on a straight-line basis over
the lease term, as defined above. Tenant improvement allowances are presented as a non-current liability
in the consolidated balance sheets.
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Amortization of Intangibles

The non-compete covenant related to the acquisition of two deli locations from a franchise in 2012 is being
amortized over 15 years on a straight-line basis, with no residual value. Reacquired rights associated with
the purchase of 12 deli locations from five franchisees are being amortized over 2, 3, 4, 5, 6, 7, 8, 9, 10,
and 11 years on a straight-line basis, with no residual value. Goodwill from the purchase of the assets of
seven deli locations from five franchisees is being amortized over 10 years each, one beginning in 2013,
one in 2014, one in 2015, and four in 2019.

Advertising

The costs of advertising are expensed as incurred. Advertising expense was $2,488,497 and $2,462,712
for the years ended December 31, 2021 and 2020, respectively.

Compensated Absences

Company policy provides that any unused amounts of accrued vacation and sick leave are forfeited at
separation from service for any reason. Estimated accrued vacation at December 31, 2021 and 2020 was
$1,707,803 and $1,834,243, respectively, as reflected in these financial statements. Management does
not anticipate that the accumulated sick leave benefit will have a material impact on company operations
in a single year, and no accrual for sick leave has been recorded.

Income Taxes

Deli Management, Inc. does not provide for federal income taxes because of the election by the Company,
with the consent by its stockholders, that profits of the Company be taxed at the stockholder level under
Subchapter S of the Internal Revenue Code (“IRC”). The Company does, however, pay income and other
types of taxes to the states in which it operates or from which it generates revenue from franchise
operations. Income tax payments to states on behalf of shareholders are reflected as distributions rather
than income tax expense.

Accounting guidance requires entities to evaluate uncertain tax positions. This guidance prescribes a more-
likely-than-not recognition threshold and a measurement attributable for all tax positions taken or expected
to be taken on a tax return in order to be recognized in the financial statements. The Company has not
recorded a liability for uncertain tax positions as of December 31, 2021 and 2020 as the Company has not
identified any uncertain tax positions that meet the measurement criteria. The Company would recognize
interest and penalties, if any, related to unrecognized tax benefits in income tax expense.

Presentation of State Sales Taxes

The states in which the Company operates impose sales tax on substantially all of the Company’s sales to
nonexempt customers. The Company collects the taxes from customers and remits the taxes to the states,
less any applicable discounts. The Company’s accounting policy is to exclude the taxes collected from
revenue and cost of sales.

Amortization of Goodwill

Pursuant to Accounting Standards Update (“ASU”) 2014-02, Accounting for Goodwill - a Consensus of the
Private Company Council (Topic 350), effective January 1, 2013, the Company elected to amortize goodwiill
on a straight-line basis over either 10 years or less than 10 years if a shorter useful life is more appropriate.
Under the guidance, impairment testing is performed upon the occurrence of a triggering event indicating
that the fair value of the entity might be less than its carrying amount, and there is no annual goodwill
impairment test. The Company recorded goodwill amortization expense in 2021 and 2020 of $495,011 and
$494,878, respectively.
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Debt Issuance Costs

The Company’s policy is to net debt issuance costs against the carrying value of the related financial liability
for financial statement presentation, in agreement with ASU 2015-03, Interest - Imputation of Interest
(Subtopic 835-30), the Company reported unamortized debt issuance costs of $4,618,072 and $140,794 in
2021 and 2020, respectively. These costs were netted against long-term outstanding notes payable
balances of $96,796,009 and $738,751 for 2021 and 2020, respectively.

Government Grants

U.S. GAAP does not have specific guidance on accounting for government grants that are not in the form
of a tax credit. Under the guidance in ASC 105, Generally Accepted Accounting Principles, an entity may
apply nonauthoritative guidance by analogy when guidance for a transaction is not specified within U.S.
GAAP. Therefore, effective January 1, 2020, the Company elected to adopt the guidance in IAS 20 -
Accounting for Government Grants and Disclosure of Government Assistance, by analogy for its treatment
of any government grants received.

Under IAS 20, grant recipients initially recognize proceeds as an unearned revenue liability. Recipients
then relieve the liability through the income statement on a systematic basis over the periods in which they
recognize expenses for the related costs for which the grants are intended to compensate. IAS 20 provides
the option of reflecting the credit recognized as a separate line on the income statement, or as an offset
directly against related expenses. For this policy, the Company has elected to reflect grant credit as a
direct reduction to the expense lines to which they relate. Similarly, the Company will reflect grant proceeds
on the statement of cash flows in the same section where the related expenses are presented.

New Accounting Pronouncements

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842). The new standard requires
lessees to recognize on the balance sheet a liability to make lease payments and a corresponding right-of-
use asset. The guidance also requires certain qualitative and quantitative disclosures designed to assess
the amount, timing and uncertainty of cash flows arising from leases. The pronouncement is effective for
annual periods beginning after December 15, 2021. The Company has scheduled January 1, 2022 for
adoption. The Company is assessing the impact this change will have on its accounting processes and
recordkeeping, researching a suitable software solution, and monitoring the experience of earlier adopters
of the pronouncement in preparation for this requirement. Upon adoption, we expect the amount that will
be recorded as a gross up to the balance sheet to be significant.

Subsequent Events

The Company has evaluated subsequent events through March 30, 2022, the date on which the
consolidated financial statements were available for issuance.

NOTE 4 - REVENUE RECOGNITION

ASC Topic 606, Revenue from Contracts with Customers (“ASC 606”)” provides five core principles to be
followed by organizations as part of their adoption and transition as follows: (1) Identify the contract; (2)
Identify performance obligations in the contract; (3) Determine the transaction price as specified in the
contract; (4) Allocate the transaction price to the performance obligations; and (5) Recognize revenue as
each performance obligation is satisfied. In applying ASC 606, the Company applied these principles to
identify components of each of the following goods and service offerings, and to apply changes where
necessary to meet the standard.
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Deli sales consist of sales of prepared food and beverage to customers on a transaction by transaction
basis, where the Company’s performance obligation is complete, and substantially all direct costs are
incurred and recognized within the same period. All deli sales are recognized as revenue in the same
period that product delivery occurs. The timing and amount of revenue recognized related to company sales
was not impacted by the adoption of ASC 606.

Physical and virtual gift cards (“stored-value products”) are available for sale to customers in deli locations,
on the Company’s website, on third-party seller websites, and in third-party retail establishments. Sales of
stored-value products are initially recorded as a contract liability, and are included in accrued liabilities at
their expected redemption value. When the stored-value products are redeemed, the Company recognizes
revenue, and reduces the contract liability for the amount used. The portion of stored-value products that
is never redeemed is referred to as “breakage”, and was reported as a credit to discount expense of $6,759
and $9,274 at December 31, 2021 and 2020, respectively. ASC 606 requires that revenue or credit related
to contracts with customers be recognized in a timeframe and amount commensurate with costs realized
to provide the related goods or services. As this objective pertains to credits recognized for stored-value
product breakage, the Company considers these amounts to be immaterial with respect to application of a
change in accounting for them, and has thus opted to continue present treatment. The Company will
monitor future credits related to breakage in order to alter recognition methods to comply with ASC 606
should they become material. At December 31, 2021 and 2020, the Company had outstanding contract
liability balances related to stored-value products, of $5,274,155 and $5,278,088, respectively. The
balances represent the uncompleted performance obligations associated with the store-value products and
$5,108,527 is expected to be earned during 2022 fiscal year with the remaining balance earned after 2023.

As a loyalty reward and future purchase incentive to customers who place orders on the Company’s online
ordering website, the Company maintains a loyalty program known as “deli-dollars”, whereby customers
earn 25 deli-dollars for every $1 ordered online. Total reward values are tracked by online id, are only
redeemable online, and expire one year from issuance. For this customer contract, the customers’
consideration is their online spend, and the Company’s performance obligation is the honoring of value
acquired. DMI recognizes sales related to earning deli dollars at their full value as they occur. Discounts
and promotional reductions in price, including deli-dollars redeemed, are recognized when redeemed as
an expense. Additionally, DMI records a monthly accrual to a deli-dollar liability account and to discounts
expense to reflect the average monthly change in deli-dollar liability. The monthly accrual is recalculated
annually when the liability is adjusted to remove expired deli-dollars; to reflect any difference in actual deli-
dollars earned versus the value accumulated using an average; and to adjust for changes in customer
redemption patterns. Costs to maintain the program, other than the costs of the discounts themselves, are
nominal due to being an automated feature of the Company’s online ordering program. As of December 31,
2021 and 2020, the Company had outstanding contract liability balances related to deli-dollar loyalty
rewards, of $953,721 and $879,952, respectively. The balances represent the uncompleted performance
obligations associated with the loyalty rewards and is expected to be earned during the 2022 and 2023
fiscal years.

The Company grants franchises to independent operators (“franchisees”) via a legal contract (“franchise
agreement”), that is executed by the franchisor and the franchisee, where future consideration (“royalties”)
is promised by the franchisee in exchange for the rights provided by the franchisor to establish and operate
a Jason’s Deli in a specified location, and to use, on an ongoing basis, the trade name, service marks,
trademarks, copyrights, and proprietary operating and technological systems that the franchisor has
acquired and developed. Royalty revenue is accrued and recognized by the Company monthly as a
separate line of revenue in the Company’s financial statements. Royalties are calculated at 4% of
franchisees’ reported gross sales, less discounts and sales tax collected, as allowed by the franchise
agreement. The underlying costs of the Company’s performance obligations, including development and
maintenance of registered trademarks, copyrights, and other proprietary systems that the franchisee has
purchased rights to, are deemed to be provided equally, on average, on each dollar of franchisee sales,
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and are thus matched against royalties in the same period that they are earned and recognized as revenue
by the franchisor.

In addition to royalties, the franchise agreement includes an initial franchise fee per location that is
determined by the size and nature, and thus anticipated cost of performance obligation to the Company, of
the location being licensed. The franchise fee entitles the franchisee’s location to two weeks of training,
including payroll cost, benefits, payroll taxes, travel, food, lodging, and any other support cost, for a set
number of the franchisors’ dedicated training staff and supervision. The Company sets this fee at its
average cost to provide this service. Where a franchisee is established and elects to supply their own
training, the franchise agreement allows the franchisor and franchisee to be absolved of the performance
obligation and related consideration, in which case no revenue or associated costs are recognized. Where
prior to adoption of ASC 606 franchise fees were recognized entirely in the month of opening, franchise
fees under ASC 606 are allocated proportionately against the period(s) that underlying payroll and support
costs are recognized. Franchise fees are recognized by the Company as a separate line of revenue in the
Company’s financial statements.

Franchise agreements expire 20 years after a franchise location opens, and include a 10-year renewal
option. Should the franchisee renew, the franchise agreement includes a renewal fee be paid at the time
to cover the franchisor’s legal and other filing fees. The fee is recognized and reported in the Company’s
financials with initial franchise fee revenue, entirely in the period that includes the renewal date. Franchise
renewal fees were reported at zero and $23,000 at December 31, 2021 and 2020, respectively. Underlying
legal and filing costs are recognized as incurred. The Company considers these amounts to be immaterial
with respect to ASC 606 reporting requirements.

The Company makes available to franchisees the option of signing an Area Development Agreement
(“ADA”), which grants the franchisee exclusive rights to establish and operate multiple Jason’s Deli
locations in a specified area, to be opened over a period of time defined in the ADA. There is no cost to
the franchisee other than a requirement that they provide a deposit to secure the exclusive rights equal to
100% of the first location’s initial franchise fee, and 50% of all remaining locations’ initial franchise fees
covered by the ADA. These deposits are held in a contract liability account until such time that a location
is prepared to open. At that time, the above method of accounting for initial franchise fees is followed. At
December 31, 2021 and 2020, the Company had outstanding contract liability balances related to ADA’s of
$35,000 and zero, respectively. The balance represents the uncompleted performance obligations
associated with the ADA's and are expected to be earned within the next fiscal year.

The franchise agreement allows, but does not require franchisees to purchase product from the Company’s
distribution centers, so while each customer order and subsequent obligation constitutes a customer
contract, the long-term relationship of franchisee to distribution center does not. Sales by the distribution
center to franchisees are recognized as revenue on the date of shipment to the franchisee in accordance
with shipping terms (FOB shipping-point), with relevant costs to process the order closely preceding, and
costs to deliver the order closely following. As such, costs to fulfill distribution center customer contract
obligations are predominantly recognized and reported in the same period as the related revenue.
Franchise and third-party distribution sales revenue is reported as a separate line of revenue on the
Company’s financial statements. Distribution sales returns are inconsequential and do not impact timing
for revenue recognition. The Company has not estimated a sales return allowance as it is not material
based on historical experience.

The distribution center offers Backhaul services on a transaction by transaction basis, with no long-term
contracts involved. Sales are reported as revenue on a dedicated line on the Company’s financial
statements, and are recognized upon completion of the delivery service. Associated costs of backhaul
service performance obligations include driver payroll and benefits, fuel, and expense to maintain the
vehicles, and are recognized and reported as expense in the same period as the related revenue.
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Other than recognition of franchise renewal fees combined with initial franchise fees, all other sources of
revenue are presented separately on the financial statements, and thus no additional disaggregation steps
were necessary to meet this requirement of ASC 606.

The Company has no contract assets.

NOTE 5 - PROPERTY AND EQUIPMENT

The maijor classes of property and equipment consisted of the following at December 31, 2021 and 2020:

2021 2020
Buildings $ 97,548 $ 351,027
Leasehold improvements 129,793,263 129,842,519
Deli equipment 55,219,813 55,435,526
Automobiles 211,868 236,022
Trucks and trailers 2,932,768 2,893,831
Office furniture and equipment 4,992,427 4,994,950
Construction in progress 1,867,199 722,693

195,114,886 194,476,568

Less accumulated depreciation (120,337,544) (114,320,694)
74,777,342 80,155,874
Land 408,391 1,370,175

$ 75,185,733 $ 81,526,049

Depreciation expense for the years ended December 31, 2021 and 2020 was $9,688,933 and $10,825,759,
respectively.

The estimated amount to complete construction projects in progress was $3,889,156 and $3,306,229 at
December 31, 2021 and 2020, respectively.
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NOTE 6 - INTANGIBLE ASSETS INCLUDING GOODWILL

Intangible assets including goodwill at December 31, 2021 and 2020 consisted of the following:

December 31, Amortization December 31,
2020 Additions Expense 2022

Gooduwill $ 4967527 $ -5 - $ 4,967,527

Accumulated amortization - goodwill (2,547,135) - (496,875) (3,044,010)
Other intangibles:

Trade name 9,364 - - 9,364

Non-compete covenant 256,000 - - 256,000

Reacquired franchise rights 4,247,003 - - 4,247,003

Franchise development costs 6,560 - - 6,560

Accumulated amortization - other (3,181,285) - (330,812) (3,512,097)

Total goodwill and
intangibles - net $ 3,758,034 $ - $ (827,687) $ 2,930,347

Amortization expense for the years ended December 31, 2021 and 2020 was $827,687 and $1,233,391,
respectively. Estimated aggregate amortization is $599,757 for each of the following five years. The
weighted-average number of years of amortization remaining by major class of intangible assets as of
December 31, 2021, was 5.24 years for reacquired rights; 6.27 years for goodwill; and 6.67 years for the
non-compete agreement.

NOTE 7 - DEBT

The Company has open irrevocable stand-by letters of credit with banks as security for liability of gross
receipt taxes, workers compensation insurance, deposits under certain city ordinances. At December 31,
2021 and 2020, the Company had a total of $6,267,297 and $6,267,297, respectively, in stand-by letters of

credit, which are evaluated annually for relevance and appropriateness of amount.

The master term note has certain covenants including a maximum limit on sustaining capital expenditures.
The Company was in compliance with respect to these covenants as of December 31, 2021 and 2020.
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Amounts due in one year or less are presented as the current maturities of the obligations. The long-term
portion represents the amount due after one year from the date of these statements. Short-term and long-
term debt are the following at December 31, 2021 and 2020:

2021 2020

Master term note with bank originally dated June 18, 2021,
aggregated principal of $105,000,000, payable in quarterly
installments of $1,312,500, with remainder due at maturity on
July 18, 2026. Interest due monthly, interest at one-month
LIBOR plus 7.50%, with a LIBOR floor of 1.0%. Collateralized
by substantially all of the assets of the Company $101,405,757 $ -

Master term loan with bank originally dated April 21, 2011,
amended July 31, 2020, aggregate principal of $68,062,500
payable in monthly installments of $527,589, with remainder
due at maturity on July 31, 2021. Interest due monthly, interest
at one-month LIBOR plus 6.0%, with a LIBOR floor of 1.0%.

Collateralized by substantially all of the assets of the Company. 23,288,638

Master term loan with bank originally dated December 19, 2012,
amended March 2021, aggregate principal of $27,500,000
payable in monthly installments of $305,744, with remainder
due at maturity in July 2021. Interest due monthly, interest at
one-month LIBOR plus 6.0%, with a LIBOR floor of 1.0%.

Collateralized by substantially all of the assets of the Company. 12,530,155

Master revolving promissory note with bank originally dated
April 21, 2011, amended July 31, 2020, aggregate principal of
$77,500,000. Only interest due monthly, interest at one-month
LIBOR plus 6.0%, with a LIBOR floor of 1.0%. Due at maturity
on July 31, 2021. Collateralized by substantially all of the assets
of the Company.

71,200,000

Note payable to bank, payable in monthly installments of $8,208.
Interest due monthly, interest at one-month LIBOR plus 2.75%.
Matures June 17, 2024 with balloon payment of approximately
$492,500. Collateralized by land and building in Beaumont,
Texas (Gemba - DOW, LLC). 738,750 837,252

102,144,507 107,856,045

Less: Current maturities (5,348,500)  (107,117,294)
Deferred loan origination costs, net (4,618,072) (140,794)
Long-term debt $ 92,177,935 § 597,957
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Debt is payable as follows:

Year Ending December 31,

2022 $ 5,348,500
2023 5,348,500
2024 5,791,750
2025 5,250,000
2026 80,405,757
Thereafter -

Total $ 102,144,507

The Company incurred interest expense of $8,828,226 and $5,508,334 in 2021 and 2020, respectively,
none of which has been capitalized. The amount of interest that should have been capitalized for
construction projects was immaterial.

During 2020 the Company acquired additional capital outside of debt, including $10,000,000 in April 2020,
and $2,000,000 in February 2021, made available under the federal government’'s Payroll Protection
Program (“PPP”). Provisions of the program allow that these loans can be forgiven if after a specified period
of time from receipt, the recipient can prove via an application process that the proceeds were used for
approved purposes, principally to maintain payroll at stipulated levels versus a defined comparative
period. The Company met this requirement and received forgiveness of both the initial $10,000,000 and
the subsequent $2,000,000 in 2021. The Company has applied the Company’s grant accounting policy
detailed in Note 3 to these financial statements, which states that the Company’s policy is to recognize
such proceeds directly as an offset to the expenses they'’re intended to compensate. The $10,000,000
received in 2020 was entirely used for and reported on the Income Statement as a credit to Operating
Expense. More specifically, the funds were applied as a $7,500,000 credit to payroll expense; a $1,400,000
credit to lease expense; and a $1,100,000 credit to utilities expense. All three applications reflected those
amounts or greater in realized expenses that were all incurred during 2020 and are allowable uses of PPP
funds under the government’s forgiveness criteria. The $2,000,000 received in 2021 was entirely used for
and reported on the Income Statement as a credit to Operating Expense. More specifically, the funds were
applied as a $1,381,226 credit to payroll expense; a $488,258 credit to lease expense; and a $130,326
credit to utilities expense.
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NOTE 8 - ACCRUED LIABILITIES

Accrued liabilities are comprised of the following:

2021 2020
Sales tax payable $ 1075440 $ 626,386
Commissions payable 796,922 382,894
Payroll taxes payable 2,376,385 4,449,147
Accrued payroll 1,601,092 901,405
Accrued rent accretion payable 195,803 138,923
Accrued percentage rent 154,899 108,898
Accrued compensated absences 1,707,803 1,834,243
Accrued workers compensation 2,753,307 2,574,065
Other accrued expenses 3,963,025 2,653,122
Deferred franchise and other income 1,555,936 1,261,289
Deferred gift card income 5,274,155 5,278,088

$ 21,454,767 $ 20,208,460

NOTE 9 - LEASES

The Company leases certain restaurants under operating leases that expire over the next 20 years and
generally contain options to renew for periods of 5 to 10 years, and often contain escalation clauses. Rental
payments are based on a minimum rental plus, for certain delis, a percentage of the restaurant’s sales in
excess of stipulated amounts. In addition, the Company leases its distribution centers and corporate office
facilities under operating leases. Beginning in 2008, the Company also began leasing a portion of its trucks
and trailers under operating leases.

Future minimum rental payments required under the leases for the next five years were as follows at
December 31, 2021:

Year Ending December 31,

2022 $ 24,550,758
2023 22,376,306
2024 20,926,788
2025 20,424,520
2026 19,592,312
Thereafter 176,120,126

Total $ 283,990,810

The Company incurred rental expense of $29,789,150 and $32,060,833 in 2021 and 2020, minimum rental
expense of $26,227,079 and $28,301,927, respectively. There was no sub-lease income for either year.
NOTE 10 - RELATED-PARTY TRANSACTIONS

DMI leases one deli that is located in a strip-center that is partially owned by two stockholders and several

key employees of the Company. The lease expires in 2024 with no option periods, and with monthly
payments of $11,252 over the remaining term.
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DMI leases an additional two delis owned entirely by one stockholder of the Company. Both leases have
option periods through 2045, with monthly payments escalating every five years.

Future minimum lease payments for the three delis over the next five years (included in Note 9 totals above),
are as follows:

Year Ending December 31,

2022 $ 255,479
2023 256,388
2024 259,850
2025 266,774
2026 266,774
Thereafter 1,176,808

Total $ 2,482,073

Related party lease expense totaled $245,483 and $404,858 per year, respectively, for 2021 and 2020.

The Company has a franchise that is on the Company’s board of directors, and is related to four other
stockholders. Total revenues from this franchise for 2021 and 2020 were approximately 2% and 3%,
respectively, of consolidated DMI revenues. Total receivables from this franchise as of December 31, 2021
and 2020 were 3% and 5%, respectively, of consolidated DMI current assets.

NOTE 11 - INCOME TAXES

The absence of provisions for federal income taxes in 2021 and 2020 for the Company is due to the election
by DMI in February 1984, and consent by its stockholders, that the stockholders will include their respective
shares of taxable income of the Company in their individual tax returns in accordance with Section 1362(a)
of the IRC. As a result, no federal income tax is imposed on the Company.

However, the Company does pay income taxes to most states in which it operates or from which it
generates revenue from franchise operations. These taxes include franchise taxes and income taxes
imposed on the Company, as well as income taxes imposed on the shareholders based on the
shareholders’ income from the Company, in lieu of the shareholders filing individual income tax returns with
the states. These taxes are estimated to be $448,771 in 2021 and $247,045 in 2020. Amounts paid to the
shareholders to assist in paying their personal income taxes totaled approximately $500,000 and
$2,000,000 in 2021 and 2020, respectively.

Income tax years where the Company remains subject to examination by federal and state taxing entities
at December 31, 2021, are 2020, 2019, 2018, and 2017.

The Company engaged with a third party service provider to assess tax credit opportunities granted by the
CARES act. Based on review of wages which qualified for an Employee Retention Tax Credit (ERTC) it
was determined the Company is eligible for tax credits totaling $2,340,179. The payroll tax credits will be
captured through amending of prior period payroll tax returns. The Company is expected to receive the
refund.
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NOTE 12 - EMPLOYEE BENEFIT PLANS
401(k) Profit Sharing Plan

In 1991, the Company established a 401(k) Savings and Incentive Retirement Plan. All full-time employees
age 21 or older with one year of service are eligible to participate. Participating employees elect to contribute
from 1% to 100% of compensation up to the maximum allowed by law ($19,500 for 2021 and $19,500 for
2020). The Company provides a discretionary matching contribution to employee contributions between
0% and 6% of compensation.

The Company matching contribution for 2021 and 2020 was 20% of the employees’ contribution, to a
maximum of 6% of compensation. Employee contributions for 2021 and 2020 totaled $1,752,015 and
$1,683,804, respectively. Company contributions for 2021 and 2020 totaled $305,506 and $283,533,
respectively, and vest as follows:
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40

60
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100

0
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Self-Insured Medical Benefits

In May 1998, the Company established a self-insurance plan covering certain medical benefits for
substantially all of its management and administrative employees. The Company’s liability is limited through
the purchase of a reinsurance policy. Liability for specific claims is limited to $200,000 for the years ended
December 31, 2021 and 2020. Liability for the remaining aggregate claims is based on a formula, which
includes estimated premium cost per participant and estimated participation. The Company has provided
$3,911,267 and $4,657,938 in 2021 and 2020, respectively, for claims incurred and reported. An accrual
of $539,000 and $407,000 for claims incurred but not reported has been included in these financial
statements for the years ended December 31, 2021 and 2020, respectively. The contract year is May to
April. Projections by the third-party administrator for the program indicate that the specific stop-loss point
has been reached for various covered employees as of December 31, 2021 and 2020, while the aggregate
stop-loss point has not been reached for either year.

Workers’ Compensation Benefits

The Company maintains workers’ compensation insurance coverage with a deductible of $500,000, and
$250,000 per incident for the years ended 2021 and 2020, respectively. The estimated realizable
receivable from subrogation claims of $60,312 and $86,075 has been netted against the accrued workers’
compensation liability as of December 31, 2021 and 2020, respectively.

Profit-Based Compensation Arrangement

Effective January 1, 2000, the Company adopted a profit-based compensation arrangement (the “Plan”) for
certain eligible employees. Under the terms of the Plan, annual bonuses to participants vest immediately,
except that all amounts due are forfeited immediately upon the participant’s termination for cause. The
underlying value of the bonuses is based on a formula containing overall profitability of the Company and
discretionary participation awards from the Plan Administration Committee. For awards granted prior to
January 1, 2005, each participant has the option to request cash payment at any point after award or to
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allow units of participation to accumulate value based on overall growth and profitability of the Company
for any period not to exceed 10 years from date of issuance. For awards granted on or after January 1,
2005, awards are only exercisable by the participant upon the occurrence of one of the following events:
separation, death, disability, expiration of term or change in control, as those terms are defined in the Plan
document.

Under the terms of the Plan, payments of $50,000 or less are to be paid in a lump sum within 30 days of
redemption. For payments greater than $50,000, the participant shall be paid in five installments of 20%
each at the following intervals after the triggering event: 30 days, 6 months, 1 year, 18 months, and 24
months.

During the years ended December 31, 2021 and 2020, zero and zero units of participation were issued,
and 46,050 and 43,150 units were outstanding at year end, respectively. Under the terms of the Plan,
exercise price is computed as of December 31 of each year. At December 31, 2021 and 2020, each unit
was valued at up to 7.98 and zero, respectively, depending upon the year of issuance. During the years
ended December 31, 2021 and 2020, zero and zero units were converted to cash, totaling zero and zero,
respectively.

Participation expense is reflected in these financial statements as a charge to compensation for 2021 and
2020, and a related liability accrual of $719,859 and zero, respectively.

NOTE 13 - CONTINGENT LIABILITIES

The Company is party to various miscellaneous legal actions normally associated with the retail food
industry. Management intends to vigorously defend these actions, the aggregate effect of which, if any, is
not determinable at this time.

NOTE 14 - CORPORATE STRUCTURE

The Company filed Restated Articles of Incorporation with the Texas Office of the Secretary of State during
2003. The primary effect of the reorganization was to have two classes of common stock: Class A voting,
and Class B non-voting. The authorized number of shares of Class A voting common stock was 24, and
the authorized number of shares of Class B non-voting common stock was 2,376. All authorized shares
were issued. Although each shareholder retained the same ownership percentage after the reorganization
as was owned previously, the Class A voting shares were held equally by the two primary shareholders
exclusively. The number of directors and method of selecting directors were also changed.
Contemporaneously with the filing of the Restated Articles of Incorporation, the Company also adopted
Amended and Restated By-laws and an Amended and Restated Stock Redemption & Purchase
Agreement. Each shareholder also assigned his shares of Class A and Class B stock to newly formed
grantor trusts.

In April 2011, the Company reorganized, which included the purchase of a portion of the common stock
shares and a subsequent sale to new shareholders. 1,155 of the 2,400 shares of common stock were
purchased by the Company for $87,191,177. 45 shares were subsequently sold for cash and 210 shares
were sold to new shareholders and were financed by the Company through the issuance of notes
receivable. Based on the terms of the notes, U.S. GAAP requires stock-based compensation accounting
whereby the notes exchanged for common stock resulted in the recognition of expense in the amount of
$8,628,060 in 2011. Interest income recognized on the payment on notes receivables from shareholders
was $139,250 in 2021 and $139,708 in 2020.

24



Deli Management, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED
December 31, 2021 and 2020

NOTE 15 - FAIR VALUE

U.S. GAAP establishes a framework for measuring fair value. That framework provides a fair value
hierarchy that prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy gives
the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1
measurements) and the lowest priority to unobservable inputs (Level 3 measurements). The three levels
of fair value hierarchy are:

Level 1 - Inputs to the valuation methodology are unadjusted quoted prices for identical assets or liabilities
in active markets that the Company has the ability to access.

Level 2 - Inputs to the valuation methodology include:
e Quoted prices for similar assets or liabilities in active markets;
e Quoted prices for identical or similar assets or liabilities in inactive markets;
e Inputs other than quoted prices that are observable for the asset or liability; and

e Inputs that are derived principally from or corroborated by observable market data by
correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input must be observable for
substantially the full term of the asset or liability.

Level 3 - Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the lowest
level of any input that is significant to the fair value measurement. Valuation techniques used need to
maximize the use of observable inputs and minimize the use of unobservable inputs.

The Company has a number of financial instruments, including cash, accounts receivable, accounts
payable and notes payable, none of which are held for trading purposes. The Company estimates that the
fair values of all financial instruments at December 31, 2021 and 2020 do not differ materially from the
aggregate carrying values of its financial instruments recorded in the accompanying balance sheets, and
are classified as Level 1.

The method described above may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, while the Company believes its valuation
methods are appropriate and consistent with other market participants, the use of different methodologies
or assumptions to determine the fair value of certain financial instruments could result in a different fair
value measurement at the reporting date. There was no impairment for the year ended December 31,
2021.

Non-recurring fair value measurements related to impaired property and equipment consist of the following:

Year ended
December 31, Total Property
2020 Level 1 Level 2 Level 3 and Equipment
Property and equipment $ 2050274 $ - $ - $ 2050274 $ 2,050,274
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RELI MANAGEMENT, INC,
FRANCHISE AGREEMENT

THIS AGREEMENT, made at Beaumont, Texas, as of the date set forth below, by and
between DELI MANAGEMENT, INC., a Texas corporation (hereinafter “Franchiser™), and
, (hereinafter “Franchises"™).

WHEREAS, Franchisor is engaged in the business of franchising a restaurant and
delicatessen under the name of “Jason’s Deli*; and

WHEREAS, Franchisor has developed a business plan and method in connection with
the operation of a Jason's Deli (hereinafter sometimes “Defi”) for providing products and
services, ufilizing certain  standards, specifications, methods, procedures,  techniques,
management systems, identification schemes, proprietary marks and information (hereinafter
“Jason’s Deli System™), all of which may be changed, improved and further developed from
time to time by Franchisor; and

WHEREAS, the distinguishing characteristics of the Jason’s Deli System include,
without limitation, the name and marks “Jason’s Deli,” together with such other trade names.
service marks, trademarks and trade symbols, emblems, signs, slogans, insignia and copyrights
as Franchisor has adopied and designated for use in connection with the Jason’s Deli System and
as Franchisor may hereafter acquire or develop and designate for use in connection with the
Jason’s Deli System (hereinafter “Licensed Rights™), and

WHEREAS, Franchisor has established an excellent reputation and goodwill with the
public with respect 1o the quality of products and services available at the Delis, which reputation
and goodwill have been, and continue to be, of major benefit to Franchisor and its Franchisces:
and

WHEREAS, Franchisee recognizes the benefits 1o be derived from being identified with
and licensed by Franchisor and being able o utilize the Jason's Deli System and the Licensed
Rights which Franchisor makes available to its Franchisces; and

WHEREAS. Franchisee desires to own and operate a Deli at the location described in
paragraph | hereof or at such other approved location as it may hereafter select, upon the terms
and conditions set forth herein, which terms and conditions are reasonably necessary to maintain
Franchisor's high and uniform standards of quality and service, and to protect the goodwill and
enhance the public image of the Jason’s Deli System and the Licensed Rights;

NOW, THEREFORE, in consideration of the forcgoing and of the covenants herein
contained, the parties, intending to be legally bound, hereby agree as follows:
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L Grant of Franchise and Licensed Rights.
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Subject to the terms and conditions of this Agreement, Franchisor hereby grants ta
the Franchisee the exclusive right to own and eperate a Deli at the following
location: - At the time of execution of this Agreement,
il Franchisee has not secured an approved location for the Deli, Franchisee will
have the right to select and locate the Deli upon an approved site in the general
arca set forth on the Site Development Addendum to this Agreement.

Subject to the terms and conditions of this Agreement, Franchisor hereby
franchises and licenses to Franchisee the right to use the Jason's Deli System and
the Licensed Rights at the Deli.

It is understood and agreed that Franchisee will have the exclusive right 1o operate
the Deli and 1o use the Jason's Deli System and Licensed Rights only at the Deli,
and no rights to sublicense will exist.

Jerm and Bepewal,

Term: The term of this Agreement will commence on the date of execution of
this Agreement by Franchisor at Beaumont, Texas, and will expire twenty (20)
years from the date Deli opens for business, unless sooner terminated under the
terms hereof.

Option to Renew: Franchisee will have the right to renew the Franchise granted
herein, for successive ten (10) year terms, upon the following conditions:

i} Franchisee will have substantially complied with all terms and conditions
of the Franchise Agreement throughout the current term and, at the time of
rencwal, will not be in default of any material term or condition of that
Agreement, any amendment thereof, or any other agreement between
Franchisee and Franchisor, or its subsidiaries, affiliates or divisions:

if) Franchisee will give Franchisor written notice of Franchisee's election to
renew not less than ninety (90) nor more than one hundred eighty (180)
days prior to the end of the current term:

iii) At the time of renewal, Franchisee will have satisfied all monetary
obligations owed by Franchisee to Franchisor and its subsidiaries,
affiliates and divisions.

v} Franchisee will present satisfactory evidence 10 Franchisor that Franchisee
has the right to remain in possession of the accepted location for the
duration of the renewal term or, in the alternative, will obtain Franchisor's
acceptance of a new location for the Deli.
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v) Franchisee will make or commit to provide, in a manner satisfactory 1o
Franchisor, such renovation and modemization of the Deli premises as
Franchisor may reasonably require, to reflect the then-current standards
and image of the Jason’s Deli System;

vi}  Franchisee will comply with Franchisor's then-current qualification and
training requirements for Franchisee and its employees:

vii)  Franchisee will execute a general release, in a form prescribed by
Franchisor, of any and all claims against Franchisor and its subsidiaries,
affiliates, and divisions, and their respective officers, direciors,
shareholders, employees and agents;

viii)  Franchisee will execute Franchisor's then-current form of renewal
Franchise Agreement, which Agreement will supersede the expiring
Franchise Agreement in all respects (except the original renewal
provisions), and the terms of which may differ from the terms of that
Agreement; provided, however, that Franchisee will not be required to pay
operating fees more than two (2) percentage points higher than the
operating fees provided under the expiring Franchise Agreement and
provided that in lieu of an initial fee, Franchisee will pay a renewal fee of
Five Thousand and Na/100 Dollars (85,000.00),

3 Pavments,

a)  [Imitial Franchise Fee. lpon execution of this Agreement by Franchisor,
Franchisee will pay to Franchisor, by certified check, an initial Franchise fee of Thinty
Five Thousand and MNo/100 Dollars (335,000.00). The initial Franchise fee is non-
refundable, other than as provided in the Site Development Addendum, if any.

by  Operating Fee. Franchisee agrees to pay to Franchisor a monthly operating fee
equal 1o four percent (4%) of the gross sales of the Deli during the month, or Two
Thousand Five Hundred and No/100 Dollars ($2,500.00), whichever is greater. The
operating fee will be payable commencing on the date the Deli is opened 1o the public,
and paid each month, or fraction thereof, thereafter throughout the original and any
renewal term hereof, Payment of the operating fee will be made as described in Section
3{f}, and received on or before the |1 5th day following the last day of the month for which
gross sales are due. In the event Franchisee fails to make such payment within the
preceding time period, such payment will be considered overdue. In addition to any other
remedies Franchisor may have, if Franchisee is more than ten (10} days late in paying
such operating fee, interest at the maximum rate permitted by state and/or federal law
will be payable on the unpaid operating fee from the date such payment was due, unless
Franchisor will designate a lower interest rate.

¢)  Advertising Fees. Commencing from the date Deli opens for business, Franchisee
will pay on a monthly basis 1o Franchisor, or an assignee of Franchisor, an advertising fee
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of two percent (2%) of the gross sales generated monthly by Franchisze, or the sum of
Five Hundred and No/100 Dollars (5300.00) per month, whichever sum is greater. All
advertising fees payable hercunder will be subject 1o the same interest payments required
for late or non-payment as set forth under Section 3(b). Such fees will accompany the
operating fees and otherwise be due and payable in the manner preseribed under Sections
3{b) and 3(f). However, payment of all or a portion of such advertising fees may be
waived by Franchisor from time to time, or Franchisor may instruct Franchisee to pay
such fees, or a portion thereof, to a designated national, regional or local advertising
cooperative, or may otherwise place conditions upon the use of the funds. Currently, the
Franchisor allows each Franchisee to retain the funds otherwise payable to Franchisor as
an advertising fee on the condition that the funds retained will be spent monthly on local
and/or regional retail advertising by Franchisee on Franchisor approved retail advertising.
If advertising fees are collected by local, regional or national cooperative, Franchisor
may charge a reasonable adminisirative fee, not to exceed one half of one percent of
gross sales. Franchisee understands that Franchisor may, when it deems appropriate,
request and expend onc-half of one percent of gross sales of Franchisee for production
and placement of retail advertising which may be used by all Jason’s Delis,

dy Grosy Safes. As used in this Agreement, the term “gross sales” will mean the
amount of sales of all products and services sold in, on about or from the Deli by
Franchisee, whether for cash or on a charge, eredit or time basis, without reserve or
deduction for inability or failure to collect, including, but not limited to, such sales and
services (i) where orders originate and/or are accepted by Franchisee in the Deli, but
delivery or performance thereof is made from or at any place other than the Deli, or (ii)
pursuant to telephone or other similar orders received or filled at or in the Deli. Gross
sales may be reduced by (i) the amount of over rings, refunds, allowances or discounts to
custemers (including coupon sales), provided they have been included in gross sales and
provided credits have been taken, documentation provided and all other terms are met
within the time periods and requirements established by Licensor; (ii) the amount of any
excise or sales tax levied upon retail sales and payable over to appropriate governmental
authority; and (iii) 1solated sales of non-inventory items or the bulk sale of the business
itself, if the same have been included in gross sales.

¢)  Governmental Taxes. Should any local or state govermmental taxing authority
acting under any present or future law, ordinance or regulation, levy, assess, or impose a
tax, excise and/or assessment (other than an income or franchise tax) upon or against the
initial Franchise fee or the operating fee, or any part of either, either by way of
substituticn for, or in addition to, any existing tax, Franchisee will be responsible for and
will pay such tax. excise and/or assessment, or will on demand reimburse Franchisor for
the amount thereof, as the case may be,
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f Method of Payment. Operating fees, advertising fees, amounts due  for
purchases by Franchisee from Franchisor, and other amounts that Franchisee may owe to
Franchisor will be paid by electronic transfer of funds in a manner described in the
Operations Manual or will be paid in such other manner as may be prescribed by
Franchisor from time o time.

4  Serviges by Franchi

Franchisor agrees to make available 1o Franchisee, or assist Franchisee in obtaining the
following:

a) Such standard consiruction plans, specifications and layouts for the structures,
equipment, fumnishings, décor and signs identified with Delis as Franchisor from time 1o
time makes available to all Franchisees.

3] Guidance in the selection by Franchisee of an approvable site for the location of
its Deli.

c} Review and approve site plans and final construction plans and specifications for
conformity to the construction standards and specifications of the Jason's Deli System.

dj Initial and advanced training in the Jason's Deli System, including standards,
methods, procedures and techniques, at such times and places as Franchisor may
designate for its training program in its discretion, and subject to other terms of paragraph
10} herein.

&) Assistance with operational standards, as Franchisor determines is required in
connection with the opening of the Deli by Franchisee, including assisiance by
Franchisor's personnel.

fi The use of Franchisor's Operations Manual and other manuals and training aids,
as revised by Franchisor from time to time when, in Franchisor's discretion,
modifications are necessary.

Such merchandising, marketing and other data and advice as may from time to
time be developed by Franchisor and deemed by it to be helpful in the operation of the
Dl

) Such periodic individual or group advice, consultation and assistance regarding
operational standards rendered by personal visit or telephone, or by newsletters or
bulletins made available from time to time to all Franchisees of Franchisor, as Franchizor
may deem Necessary or appropriate.

i} Swch bulletins, brochures, manuals and reports as may from time o time be
published by Franchisor, or on behalf of Franchisor, regarding its plans, policies,
research, developments, activitics and changes to operational standards.
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I} Such other resources and assistance as may hereafter be developed and offered by
Franchisor to its Franchisees.

S Limitations of Franchise and License Right

Franchisee acknowledges and agrees that:

4)  Franchise and Licensed Rights granted hereunder are personal to Franchisee and
cannol be sold, assigned or transferred or encumbered, in whole or in part, except as set
forth in paragraph 14 herein.

b} Franchisor is the owner of the Licensed Rights and of the identification schemes,
standards, specifications, operating procedures and other concepts embodied in the
Jason's Deli System. Franchisee will use the Jason's Deli System and the Licensed
Rights strictly in accordance with the terms of this Agreement and the terms of the
Operations Manual. Franchisor may add, remove or change any of the Licensed Rights
and/or other concepts that constitute the Jason’s Deli System. Any unauthorized use of
the Jason’s Deli System and the Licensed Rights is, and will be, deemed an infringement
of Franchisor’s rights. The grants of the use of the Licensed Rights are limited solely 1o
use at the Deli. Except as expressly provided by this Agreement, Franchisee will acquire
no right, title or interest to the Jason's Deli System or the Licensed Rights. Any and all
goodwill associated with the Jason’s Deli System and the Licensed Rights will inure
exclusively to Franchisor’s benefit. Upon the expiration or termination of this
Agreement, no monetary amount will be assigned as attributable to any goodwill
associated with Franchisees use of the Jason's Deli System and the Licensed Rights.
Franchisee will at no time take any action whatsoever 1o contest the validity or ownership
of the Licensed Rights and the goodwill associated therewith.

¢)  Franchisee will have no right to use in its corporale name the name
“Deli Management™ or “Jason’s Deli” or any other names used by Franchisor or a
subsidiary thercof. Without Franchisor's prior written approval, Franchisee will not use
any Licensed Rights as pant of any e-mail address, internet website, domain name or any
other electronic media (including use with any prefix, suffix other modifving words,
terms, designs or symbols), or in any other manner connected with an internet website,
advertisements on an internet website or other similar electronic media means.

d)  Except as provided in paragraph one herein, the Franchise and Licensed Rights
granted hereunder are non-exclusive, and Franchisor retains the right, in its sole

discretion:
il To continue 10 construct and operate other Delis and to use the Jason's
Deli System and Licensed Rights at any location, except the location of
the Deli described in paragraph 1{a), and to license others to do so,
Franchise Agreement - Exhibit “B™ i

FTC 0532



i} To develop, use and franchise rights to any trade names, trademarks,
service marks, trade symbols, emblems, signs, slogans, insignia or
copyrights not designated by Franchisor as Licensed Rights, for use with
similar or different franchise Systems for the sale of the same, similar or
different products or services, other than in connection with the Jason's
Deli System at any location, on sech terms and conditions as Franchisor
may deem advisable and without granting Franchisee any rights therein,

i) To develop, merchandise, sell and license others 1o sell produects o the
public through non-deli outlets and to use the Licensed Rights in
connection therewith,

g}  Franchisor has the right to determine, approve and supervise the quality of the
service, products and equipment used by Franchisee: o conduet periodic inspection of
the Deli, equipment, fumishings and products, to examine the Deli; and to take all action
deemed necessary to maintain the quality and standards of the services and products, the
Deli and the Jason's Deli System.

f)  Franchisee will carefully monitor the performance of any person actively involved
in management or operation of the Deli,

gl Any disputes between Franchisee and Franchisor as to matters such as
merchandising. production, distribution, sales promotions, advertising, sales and general
brand operating policies will be resolved as determined by Franchisor,

h}  Because complete and detailed uniformity under many varying conditions may not
be possible or practical, Franchisor specifically reserves the right and privilege, at its sole
discretion, and as it may deem in the best intercsts of all concerned in any specific
instance, to vary standards for any Franchisee, based on the peculiarities of the panticular
site or circumstance, density of population, business potential, population of trade area,
existing business practices or any other condition which Franchisor deems to be of
importance to the successful operation of such Franchisee’s business. Franchisee will not
be heard to complain on sccount of any variation from standard specifications and
practices granted to any other Franchisee and will not be entitled to require Franchisor to
disclose or grant to Franchisee a like or similar variation hercunder.

) Pursuant to this Agreement, Franchisee has sole responsibility for performance of
all obligations arising out of operation of its business, including, but not limited (o,
paymenl when due of any and all taxes, including, but not limited 1o, workers’
compensation, real estate, sales, payroll, franchise, income, personal property and gross
receipt taxes levied or assessed by reason of such operation,

i) Pursuant to this Agreement and all other agreements between the parties,
Franchisee and each person who is actively involved in management or operation of the
business of Franchisee must continuously demonstrate to Franchisor its ability to operate
the business of Franchisee.
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Kl In all public records, in its relationship with other persons, and in any Franchise
Disclosure Document, prospectus or similar document, Franchisee will indicate clearly
the independent ownership of Franchisee's business, and that the operations of said
Business are separate and distinct from the operation of Franchisor's business,

l  Franchisee will conspicuously post at the Deli a notice to the effect that the Deli is a
franchised business operated independently of Franchisor.

m)  Further, it will be the sole responsibility of Franchisee to assert control over, and
direct the work of, its employees. Subject 1o any applicable labor and employment laws,
Franchisee will have the sole authority and responsibility to:

i) Hire, fire and discipline its employees;

i) Supervise and control employee work schedules and employment
conditions;

i}  Maintain employment records;

)  Determine rate and method of pay of its employees;
¥) Maintain ownership of equipment and facilities;

vi)  Assign tasks and direction of employees; and

vii}  Promulgate workplace rules, employee handbooks, working conditions
and other human resource activities,

Franchisor will not control, nor be responsible for, matters pertaining to the relationship
between Franchisee and its employees. Franchisor specifically disclaims any authority or
ability to make any employment-related decisions as they relate to employees of
Franchisee.

6. Site,
a)  Franchisee agrees 1o acquire a site and open the Deli for business within one (1)

year of the date of this Agreement.

B Before commencing any construction or remodeling of the Deli, Franchisee will
comply, 1o Franchisor's satisfaction, with all the following requirements:

1] Franchisee will employ a qualified architect or engineer who is reasonably
acceptable to Franchisor to prepare for Franchisor's review and
acceptance, preliminary plans and specifications for site improvement and
construction of the Deli. If Franchisee elects to do so, it may request
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c)

i)

i)

iv)

Franchisor’s standard proiotype drawings, which will be furnished by
Franchisor at a single cost of $1,500.00 for each prototypical drawing
supplied. The architect or engineer will meet the insurance requirements
established by Franchisor from time to time and published in the
Operations Manual.

Franchisee will be responsible for obtaining all zoning and environmental
classifications and clearances that may be required by state or local laws,
ordinances, or regulations, or that may be necessary or advisable, owing 1o
any applicable restrictive covenants. After having obtained such
classifications and clearances, Franchisee will submit to Franchisor for
review and acceptance final plans for construction or remodeling, based
on the preliminary plans and specifications. Once accepted by Franchisor,
the final plans may not be substantially changed or modified without
Franchisor’s permission.

Franchisee will be responsible for obtaining all permits and certifications
required for the lawful construction, remaodeling and operation of the Deli
and will certify to Franchisor that all such permits and certifications have
been obtained.

Franchisee will employ a qualified licensed general contractor, who is
reasonably scceptable to Franchisor, to complete all site improvements
and construction of the Deli. During the entire period of construction,
Franchisee will obtain and maintain liability insurance as provided under
Section 12 of the Franchise Agreement.

Upan expiration of the lease covering the Deli, and upon Franchisee’s inability to
renew the lease, Franchisee will have the right to relocate the Deli, provided that:

i)

)}

if)

Franchisee secures a Franchisor-approved location prior to expiration of
lease, or within a reasonable period of time thereafler, where Franchisce
has diligently attempied over a period of at least sixty (60) days prior to
the expiration of the lease, o find a new location. Franchisor may refuse
o approve a location for business reasons, solely within Franchisor's
discretion.

Within ninety (90) days of securing a Franchisor-approved location, or
within three hundred sixty (360) days where Franchisee has secured a
build-to-suit location, in accordance with Franchisor's specifications,
Franchisee will totally equip and prepare the location for opening to the
public. Franchisee will cause the commencement of operation of the
Franchise immediately thereafter.

Franchisee will continue to pay the minimum operating and advertising
fees required under paragraph three of this Agreement.
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7. Equipment and Furnishings.

a)  Franchisee will only install in and about the Deli such equipment, fixtures, interior
and exterior signs and other personal property as are required and which strictly conform
te the appearance uniform standards and specifications of Franchisor existing from time
to time. Franchisor will have the right to inspect all equipment, fixtures, fumishings,
fumniture and signs and their installation, to assure Franchisee's compliance with its
standards and specifications,

bl In the event Franchisce installs any equipment, fixtures, furniture, interior or
exterior signs or any other personal property which is not in conformity with Franchisor's
appearance, uniform standards or specifications, in addition to any other remedies under
this Agreement Franchisor may demand that Franchisee close the Deli and take the
necessary steps to bring its equipment, fixtures, furnishings, furniture, interior and
exterior signs and other personal property into conformity with Franchisor's appearance,
uniform standards and specifications, Franchisee will not reopen said Deli until it has
been approved by Franchisor in writing. Franchisee will continue to pay the minimum
manthly operating and advertising fees required under paragraph three of this Agreement.
In the event Franchisor designates that new or additional equipment will be utilized in
conjunction with the Jason's Deli System, Franchisee agrees to promptly obtain such
equipment at its expense, and utilize the same in accordance with Franchisor’s
requirements and instructions.

¢} Franchisor will have the right, at anv time and from time to time, after the
cxpiration of five (5) years from opening for business of the Deli by Franchisee, to
require Franchisee to perform such remodeling, repairs, replacements and redecoration in
and upon the Deli, fixtures and fumishings as Franchisor will deem necessary and
practical to bring the Deli, equipment and furnishings up 1o the then current standards of
other Delis; provided, however, that in making and performing same, Franchises will not
be required to expend an amount in excess of a Hundred Thousand and No/100 Dollars
($100,000.00) in any five year period. Any previous remodeling and refurbishing by
Franchisee will only be credited against this requirement if such remodeling and
refurbishing was non-maintenance remodeling or refurbishing and received the prior
written consent of Franchisor.

i Opening,

Franchisee will give Franchisor at least thirty (30) days® prior written notice of the
opening of the Deli.

9. Operations.
Franchisee covenants and agrees that:

a)  In onrder 1o protect the Jason’s Deli System and to maintain uniform standards of
operation under the Licensed Rights, Franchisee will operate the Deli in accordance with
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Franchisor’s Operations Manual, and such other supplemental manuals as may be utilized
by Franchisor from time to time. Franchisee understands and ackmowledges that
Franchisor may, from time to time, revise the contents of the Operations Manual and sech
other manuals to implement new or different operating requirements applicable to all
Delis, including any Delis owned by Franchisor, and Franchisee will at all times insure
that its copy of the Operations Manual and any other manuals given to it are kept current
and up to date. In the event of any dispute as to the contents thereof, the terms of the
master copies maintained by Franchisor at its principal place of business will be
controlling.

B In order to further protect the Jason's Deli System, the Licensed Rights and
goodwill associated therewith, Franchisee will:

i) Operate under the name “Jason’s Deli,” or such other name or mark as
may be designated by Franchisor, and advertise only under the Licensed
Rights designated by Franchisor for use for that purpose, and will use such
rights without prefix or suffix, except where such use may conflict with a
prior registration or use, in which event Franchisee will operate and
advertise only under such other names as Franchisor has previously
approvied in writing.

i) Feature and use the Licensed Rights solely in the manner prescribed by
Franchisor.

iii}  Observe such reasonable requirements with respect to service mark,
tradesman, trademark and fictitious name registrations and copyright
notices as Franchisor may, from time to time, direct in writing.

¢)  Franchisee will sell from the Deli all products and services specified by Franchisor
and will not sell or offer for sale any other products or services of any kind or character
without first obtaining the express written consent of Franchisor. Franchisee will use
only such products and provide such services as conform to the specifications and
standards of Franchisor in effect from time to time, including additional services required
by Franchisor. Franchisee will discontinue selling or offering for sale any products or
services Franchisor may, in its discretion, disapprove in writing at any time.

d)  Franchisee and four other management personnel who have successfully completed
the training course are required to personally manage the Deli. The Franchisee and
manager(s) of the Deli must attend and successfully complete training provided by the
Franchisor as previously described. The Franchisor believes the success of the Deli will
depend upon the personal and continued efforis, supervision and aitention of the
Franchisee,

¢} Franchisee will provide personnel from other Jason's Delis (“Traveling Trainers™)
owned by Franchisee, if any, prior to the opening of the Deli for the training period
prescribed by Franchisor. Franchisee will provide the number of Traveling Trainers
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designated by Franchisor, and from time to time otherwise meet the requirements related
to training personnel prescribed by Franchisor in the Operations Manual. Franchisee will
receive a payment from Franchisor of 32,500.00 for each required Traveling Trainer that
it supplies for opening. Upon receipt of invoice from Franchisee after opening, pavment
will be made by Franchisor. If Franchisee fails 1o meet all or some of the requirements of
this Section %e), Franchisor may, at its option, provide all necessary Traveling Trainers
and charge Franchisee $3,500.00 for each Traveling Trainer provided by Franchisor, For
purposes of this Section 9(e), if Franchisee is a business entity, ancther Jason's Deli
owned by it will include any Jason's Deli in which any member or shareholder owning
greater than 25% of Franchisee also owns greater than 25% of the ownership interest in
an entity that owns another Jason’s Deli Franchise, or such member or sharcholder owns
a Jason's Deli Franchise personally.

ty  Franchisee will cause its employees to wear apparel which conforms strictly to the
specifications, design and style approved by Franchisor from time to time.

g)  Franchisee will maintain, at its expense, at all times, the Deli, equipment, fixtures,
fumishings and furniture and related premises, parking arcas, landscape areas and interior
and exterior signs, in a good, clean, attractive and safe condition in conformity with
Franchisor’s high standards, public image and local codes. In connection therewith,
Franchisee will make such additions, alterations, repairs and replacements thereto (but no
others without Franchisor's prior written consent), as may be required 1o keep the Deli in
the highest degree of sanitation, repair and condition, including, without limitation, such
periedic repainting, repairs to equipment not in good working order, and replacement, at
its cost, of outdated signs, as Franchisor may reasonably direct.

hy  Franchisee will comply with all laws, ordinances and regulations affecting the
operation of the Deli. Without limiting the generality of the foregoing, Franchisee
specifically agrees to comply with applicable health and safety laws, ordinances and
regulations, all state and federal labor and employment laws, and applicable data privacy
regulations. Franchisee also agrees to obtain at its expense, the services of an approved
third-party food safety auditor, and authorize such auditor to perform safety inspections
on at least an annual basis.

i) Franchisee will notify Franchisor in writing within ten (10} days of the
commencement of any action, suit or proceeding, and of the issuance of any order, writ,
injunction, award or decree of any court, agency or other governmental instrumentality,
which may adversely affect Franchisee's financial condition or ability to meet its
obligations hereunder.

I Franchisee will display as directed by Franchisor, franchise sales literature and
similar materials which are supplied from time to time by Franchisor,

K} Franchisee will permit personnel of Franchisor, without notice, to enter the Deli at
any time during normal business hours for the purpose of inspecting and examining the
operations and facilities.
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l Franchisee will obtain and utilize all fixwures, furnishings, signs (exterior and
interior), equipment, inventory and other supplies, products, and materials used in the
operation of the Deli as Franchisor, in its discretion, may specify from time to time,
solely from suppliers who demonstrate to Franchisor's reasonable satisfaction, the ability
to meet Franchisor's standards and specifications for such items, and who have been
approved in writing by Franchisor and not thereafier disapproved. If Franchisee desires
1o purchase any such items from an unapproved supplier, Franchisee will submit 1o
Franchisor a writlen request for such approval or will request the supplier to do so.
Franchisor reserves the right, at its option, to re-inspect and retest the products of any
such approved supplier at any time and to revoke such approval, if the supplier has failed
to continue to meet any of the Franchisor's eriteria. Franchisee agrees that Franchisor
may charge a testing fee which will compensate Franchisor for its reasonable expenses in
testing such products,

mj  The need for uniformity in the Jason's Deli image is acknowledged by Franchisee.
Franchisee agrees to distribute andfor display at Franchisee’s location, literature, display
and promational materials specificd and developed by Franchisor, or on its  behalf,
Initial, replacement and/or updated literature, display and promotional materials may be
obtained from Franchisor at Franchisee’s expense. Literature, display and/or promotional
materials, including all advertising, developed by Franchisee will not be used by
Franchisee without the prior written approval of Franchisor.

n)  Franchisee will operate the Franchise pranted herein under the name “JASON'S
DELL™ or such other name or mark as may be established by Franchisor from time to
time and authorized for use. Franchisee will properly designate the Franchise location
with such name.

o} Franchisee will open and operate the Deli every day (except during such periods as
it may be required by law or permitted by Franchisor to be closed) during the hours
prescribed by Franchisor.

P Franchisee will pay on a timely basis for all products and other items used in the
operation of the Deli. Franchisee is aware that failure 1o make prompt payment to its
suppliers may cause irreparable harm to the reputation and eredit of Franchisor and other
Franchisees,

q)  Franchisee will execute and submit a monthly repont, on Franchisor's prescribed
form, of its gross sales from the reported month’s operations, a monthly profit and loss
statement, in a form prescribed by Franchisor, and any additional information which
Franchisor reasonably requests. These repons must be mailed to  Franchisor together
with payment of the monthly operating fee and advertising fee, as prescribed in paragraph
three3 herein.
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Franchisee agrees o execute, at Franchisor’s request, a power of attorney, LR.S.
Form 4506 or similar document to authorize Franchisor to obtain copies of Franchisee's
previous years® state and federal tax filings.

5)  Franchisee will maintain the premises in a clean and attractive manner as prescribed
by Franchisor, will continually train and supervise its personnel, and will conduct the
Franchise using its best efforts, in furtherance of the mutual business interest of both
Franchisor and Franchisee.

8 Franchisee will keep books of account in sccordance with generally accepted
accounting practices which accurately show the gross sales of the Deli and will deliver to
Franchisor, within ninety {90) days afier the end of each fiscal year of Franchisee, a profit
and loss statement for the Deli, covering operations during sech fiscal year, a balance
sheet of the Franchisee taken as of the close of such fiscal year, and such other operating
forms that are prescribed by Franchisor, at its expense. The original of cach such repont
required by this paragraph will be mailed by Franchisee to Franchisor. Additionally,
such statement and report will be accompanied by a statement sworn to under penalty of
perjury by Franchisee, or by the president and vice president of any Franchisee which is a
corporation, or by each pariner or joint venture of any Franchisee which is a parinership
of joint venture, that the items contained therein are true and accurate, and completely
and fully describe and disclose the information sought in such statement, and that the
signer thereof has made diligent and careful efforts to ascertain the truth, accuracy and
completeness of such information. Franchisee agrees that all financial data submitted by
it pursuant to this Agreement may be used by Franchisor as it deems appropriate, and
Franchisee hereby waives any right to confidentiality in the data. In addition, Franchisee
will permit certified public accountants or other representatives of Franchisor, designated
by Franchisor, to audit its books of account at any rcasonable time. If such an audit
discloses the reported gross sales of Franchisee have been understated, Franchisee will
immediately pay to Franchisor the amount overdue, unreported, or understated, together
with interest at the highest rate permitted under siate or federal law, unless Franchisor
will designate a lower interest rate. In addition, if such audit discloses the reported gross
sales of Franchisee have been understated to the extent of two percent (2%) or more,
Franchisee will reimburse Franchisor for any and all expenses connected with the audit
The foregoing remedies will be in addition to any other remedics available to Franchisor.

v}  Franchisee will keep the computer system in good repair, and will promptly install
additions, changes, modifications, substitutions and/or replacements to the computer
system as Franchisor directs. Franchisee will have the sole and complete responsibility
for (a) the acquisition, operation, maintenance and upgrading of its computer system; (b)
the manner in which Franchisee's computer svstem may interface with Franchisor's
computer systems and the computer systems of third parties; and (¢) any and all
consequences thal may arise if Franchiset’s computer system is not properly operated,
maintained and upgraded.

vl  From time to time and a1 Franchisor's discretion. the hardware and software will
permit Franchisor to have access, either electronically or by such other method as
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Franchisor may determine, 10 each computer on which Franchisee will have installed the
software specified by Franchisor, for the purposes of oblaining revenue, expense, billing
and other information with respect to Franchisees operations. From time to time,
Franchisor may specify in the Manuals or otherwise in writing the information that
Franchisee will collect and maintain on the computer system installed at the Deli, and
Franchisee will provide to Franchisor such reports as Franchisor may reasonably request
from the data so collected and maintained. The reporting requirements set forth herein
will be in addition to, and not in lieu of, the reporting requirements set forth under
Section 9(s) herein. Franchisee will cooperate with Franchisor and will execute all
documents required by Franchisor to permit access. All data provided by Franchisee,
downloaded from Franchisee's computer system, and otherwise collected from
Franchisee's computer system by Franchisor, and/or otherwise provided to Franchisor is,
and will be, owned exclusively by Franchisor, and Franchisor will have the right to use
such data in any manner that Franchisor deems appropriate without compensation to
Franchisee.

w) At its expense. Franchisee will participate in any on-line ordering system
established from time to time by Franchisor, as further outlined in the Operating Manual.

%) Franchisee agrees to maintain a sufficient working capital to cover lease deposits,
prepaid rents, sales tax deposits, prepaid insurance, utility deposits, business license fees
and other operating needs.

vl  Franchisee will be responsible for all terms and conditions of the lease covering the
Franchise location, including any required security deposit and prepaid rent, unless
otherwise agreed 1o in writing between Franchisor and Franchisee. Upon execution of
same, Franchisee will furnish a copy of said lease to Franchisor.

Z}  Franchisee will be responsible for the expenses incurred for leasehold

improvements.

aa) Franchisee will operate the Deli only at the location designated by Franchisor,
except Franchisee may operate a catering service from the Deli in accordance with
Franchisor’s prescribed method of operation.

bb) Franchisee agrees to comply with all Payment Card Industry Security Compliance
Requirements (PCI) for credit card processing. as revised from time to time. Franchisee
will notify a customer immediately of any unauthorized use of any password, account or
any other known or suspected breach of security. Franchisee will protect cardholder data
by allowing it 1o be viewed only by authorized personnel and to destroy the data once it is
no longer needed for a transaction. PCI include, but are not limited to, the reguirement
that printed copies of cardholder data are cross-shredded once the data is no longer
needed for a transaction, Franchisee confirms that all other service providers with whom
there are contracts and who may have access to credit card data, including, but not
limited to, their point of sale vendor and credit cand processor are certified to be in
compliance with PCI,
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For the purpose of conducting audits and examinations of PCI compliance,
Franchisor or its authorized representatives will have the right of direct access to all of
Franchisee's equipment and records related to payment transactions. These records will
also include licensed software and any records in elecironic form, including, but not
limited to, computer hard drives, tape backups and other such storage devices.
Franchisor or its suthorized representatives will give Franchisee written notice of the
results of an audit. If a deficiency or non-compliance exists, then Franchisee will have
fifteen (15) days from the date of such notice to remedy a deficiency or non-compliance,
and to provide Franchisor with documentation of said remedy. In the event that a
deficiency or non-compliance by Franchisee results in damages to Franchisor, including,
but not limited to, brand image, Franchisee will pay to Franchisor the amount of such
damages and indemnify and hold Franchisor harmless, as required by Section 12 of this
Agreement.

cc)  Franchisee will comply with all other requirements set forth in this Agreement,

0. Eranchisor’s Training Frogram,

4} Prior to the date Deli opens for business and at all times thereafier, the following
persons will satisfy all the conditions established by Franchiser from time to time for
admission to, and graduation from, Franchisor’s initial training program, at the training
school designated by Franchisor, and will attend and satisfactorily complete additional
training programs established by Franchisor:

i) Franchisee or if Franchisee is a corporation, the controlling shareholder of
such corporation (or if no controlling shareholder exists, such person with
Franchisee as may be designated by Franchisor); and

i) Four sdditional management persons who are actively involved in the
operation of the Deli.

Such persons will successfully complete Franchisor's training programs to Franchisor's
satisfaction. Upon the failure of Franchisee or any other such person to complete the
training program successfully for any reason, a substituted trainee, satisfactory to
Franchisor, will attend and successfully complete the program and will operate or
supervise the operation of the Deli thereafter, if Franchisor, at its option, so directs.

b} Mo fee will be charged by Franchisor for participation in the initial training
programs by up to five {5) management level persons, including Franchisee, although
Franchisor may charge a cancellation fee if Franchisee cancels its registration.
Franchisor may charge a fee for attendance at any time by additional persons. Franchisee
will be responsible for the costs and expenses (such as room, board and transportation) of
each person who attends the program.
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€)  The management level persons listed above will also attend any advanced training
programs or seminars and other mandatory training programs conducted by or on behalf
of Franchisor, if requested to do so by Franchisor, Franchisee will be responsible for the
costs gnd expenses of each person who attends any such program,

1. Advertising and Fromotions,

#)  Franchisee agrees to expend not less than Five Thousand and No/100 Dollars
($5,000.00) for pre-opening and grand opening advertising,

by  In the event payment of the advertising fee provided for under paragraph three is
waived in whole or in part by Franchisor, that portion retained by Franchisee will be
spent on Franchisor-approved local and/or cooperative adverlising and promotional
activities. If Franchisee fails to expend the advertising monies retained by it then, in
addition to any other remedies set forth herein, Franchisor may require Franchisee 1o pay
to Franchisor an amount equal 1o the amount of retained advertising funds not spent by
Franchisee. However, the retail cost of meals for all attendees will be charged.

c)  Franchisee will be free to conduct, at its expense, additional advertising and
marketing activities in its local market area. Samples of all local advertising and
marketing materials not prepared or previously approved by Franchisor or its designated
agents will be submitted (by certified mail, return receipt requested) to Franchisor for
approval (except with respect to prices to be charged), which approval will not be
withheld unreasonably, prior to their use by Franchisee. If written disapproval is not
received by Franchisee within fifteen (15) days from the date of receipt by Franchisor of
such matenials, Franchisor will be deemed o have waived the required approval,
provided that Franchisee will discontinue the use thereol within a reasonable time, if
Franchisor subsequently requests such action in writing. Franchisor reserves the right to
require Franchisee to participate with other Franchisees in connection with national and
regional marketing activities.

d}  Franchisee agrees to honor any Franchisor-approved coupons or similar
promotional materials issued or authorized by Franchiser, including Deli Dollars.

€)  In the event all or a part of the monies referred 1o in paragraph three relating to
advertising are retained by Franchisor, such funds will be spent by it for national,
regional or local advertising as Franchisor deems appropriate. Franchisee agrees and
understands that Franchisor will charge a reasonable administrative fee against such
funds, which charge will not exceed .05 percent (05%) of gross sales. During regular
business hours, Franchisee may inspect the records of Franchisor, at Franchisee's
expense and at Franchisor's corporate office, upon thirty (30) days® written notice. The
Advertising Fund, when established, is intended to maximize recognition of the
Franchisor's Marks. Although Franchisor will endeavor o utilize the Advertising Fund
o develop advertising and marketing materials and programs and to place advertising
that will benefit all Jason's Delis, Franchisor will undertake no obligation to ensure that
such expenditures by the Advertising Fund in or affecting any geographic area are
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proportionate or equivalent to the contributions to the Advertising Fund by Jason's Delis
operating in that geographic arca, or that any specific Jason's Delis will benefit directly
or in propertion 1o its contribution to the Advertising Fund from the development of
advertising and marketing materials or the placement of advertising.

fi  Franchisee specifically acknowledges and agrees that any website (as defined
below) will be deemed "advertising” under this Agreement, and will be subject 10 (among
other things) Franchisor's approval under this Section 11. Franchisor is not currently
approving any website, other than the site maintained by Franchisor. (As used in this
Agreement, the term "website” means interactive electronic documents, contained in a
network of computers linked by communications sofiware that the Franchisee operates or
authorizes others to operate, and that refers to the Deli, the Marks, Franchisor and/or the
System. The term “website” alse includes, but is not limited to, internet and worldwide
web home pages). In connection with any future approved website, Franchisee agrees 1o
the following:

g Before establishing the website, Franchisee will submit to Franchisor a sample of
the website format and information in the form and manner Franchisor may reasonably
regquineg,

h)  Franchisee will not establish or use the website without Franchisor's prior written
approval.

i) In addition to any other applicable requirements, Franchisee will comply with
Franchisor's standards and specifications for websites as prescribed from time to time by
Franchisor in the Manual or otherwise in writing. If required by Franchisor, Franchisee
will, at its expense, establish its website as part of Franchisor's website and/or establish
electromic links to Franchisor's website.

I If Franchisee proposes any material revision to the website or any of the
information contained in the website, Franchisee will submit each such revision to
Franchisor for Franchisor's prior written approval as provided above.

1. Hold Harmless; Insurance.

gl  Franchisee agrees to indemnify, defend and hold Franchisor, its officers, directors
and sharcholders harmless from any liability or damage Franchisor or others may incur,
including reasonable attomeys® fees, as a result of claims, demands, costs or judgment, of
any kind or nature, by anyone whomsoever, arising out of or otherwise connected with
this Agreement, the Franchise, the Licensed Rights, claims by or on behall of
Franchisee's employees, stale or federal labor laws, data privacy laws, acis of employees
or agents of Franchisee or the ownership, maintenance or operation of the Deli by the
Franchisee or an agent or employee ol Franchisee. Pursuant to paragraph 13, this
paragraph will survive termination of the Agreement. Notwithstanding the foregoing.
Franchisor agrees o cooperate with Franchisee to protect Franchisee against the
infringement of the Jason’s Deli System and the Licensed Rights, including, but not
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limited to, the defense or prosecution of any lawsuits if, in the judgment of Franchisor's
counsel, such action is necessary or advisable,

b)

Franchisee agrees lo maintain at its expense and throughout the term of

this Agreement, insurance with an insurance company satisfactory to Franchisor as
folbows:

i)

Hi}

)

¥)

All insurable properties will be insured against loss or damage by fire,
lightning, windstorm, hail, explosion, riot, riot attending a strike, civil
commaotion, air traffic, vehicle, smoke, or other risks usually insured
against by persons operating like properties in the localities where the
properties operated by Franchisee are located, in amounts sufficient to
prevent the Franchisee from becoming a co-insurer within the terms of the
policies in question, and in any event, in amounts not less than eighty
percent (80%4) of the then insurable value thereof.

Public liability insurance will be maintained in an amount not less than
One Million and No/100 Dollars ($1.000,000.00) combined single limits
for bodily injury and property damage, to include products and completed
operations and personal injury pmle::mn The Franchisee will alsp
maintain combined single limits bodily injury and property damage
insurance in an amount not less than One Million and No/100 Dollars
($1,000,000.00),

Workers' compensation insurance in the amount of One Million and
No/1 00 Dollars ($1,000,000.00). Unemployment compensation, disability
insurance, social security and other insurance coverage will be maintained
in such amounts as may now or hereafier be required by any applicable
lawr,

A business automobile policy in the amount of One Million and No/100
Dollars ($1,000,000.00) covering hired, not owned, vehicles.

Such other insurance as Franchisor may, from time to time, require in
amounts designated by Franchisor. All such policies will insure Franchisee
and Franchisor (Franchisor will be a named insured), and will protect the
Franchisee and Franchisor against any liability which may accrue by
reason of this Agreement, the Franchise, the Licensed Rights or the
ownership, maintenance or operation by Franchisee or an employee or
agent of Franchisee of the Deli. Franchisee's obligation to obtain and
maintain the foregoing policy or policies of insurance will not be limited
in any way by reason of any insurance which may be maintained h:.-'
Franchisor, nor will Franchisee’s performance of this obligation relieve it
of liability under the indemnity provision set forth in paragraph 12 herein.
Franchisee will deliver to Franchisor certificates of insurance evidencing
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its compliance with this paragraph 12 and instruct the carrier o provide
thirty (30) days’ notice of cancellation to Franchisor.

Default: Termipaii

g  Except as otherwise required or prohibited under applicable statute, this Agreement
and all rights granted to Franchisee hereunder will automatically terminate if Franchisee
becomes insolvent or makes a general assignment for the benefit of creditors; or if a
petition in bankruptey is filed by Franchisee or filed against Franchisee and not opposed
by Franchisee; or if Franchisee is adjudicated as bankrupt or insolvent; or if a bill in
equity or other proceeding for the appointment of a receiver of Franchisee or other
custodian for Franchisee’s business or assets is filed and consented to by Franchisee; or if
a receiver or other custodian (permanent or temporary) of Franchisee's assets or property,
or any part thereof, is appointed by any court of competent jurisdiction; or if proceedings
for a compaosition with creditors under any state or federal law are instituted by or against
Franchisee; or if a final judgment remains unsatisfied or off record for thinty (30) days or
longer {unless supersedeas bond is filed); or if Franchisec is dissolved; or if a suit to
foreclose any lien or morigage against the premises or equipment of the Deli is instituted
against Franchisce and not dismissed within thirty (30) days; or if execution is levied
against Franchisee's business or property; or if the real or personal property of the Deli is
sold after levy thereupon by any sheriff, marshal orconstable.

B}  Except as otherwise required or prohibited under applicable statute, Franchisee will
be deemed to be in default, and Franchisor, may at its option, terminate this Agreement
and all rights granted Franchisee hereunder, effective immediately upon receipt of notice
by Franchisee and without affording Franchisee any opportunity to cure the default, upon
the occurrence of any of the following events:

i If Franchisee fails to secure an acceptable site or fails to commence
construction or remodeling of the Deli, or fails 10 open the Deli for
business within the time periods specified in the Site Development
Addendum or Franchise Agreements;

i) If Franchisee, without Franchisor's prior written consent, ceases to
operate or otherwise abandons the Deli, or loses the right to possession of
the Deli premises, or forfeits the legal right 1o do so or transact business in
the jurisdiction where the Deli is located; provided, however, that if any
such loss of possession results from the governmental exercise of the
power of eminent domain or if, through no fault of Franchisee, the
premises are damaged or destroyed., within thirty (30) days after such
event, Franchisee will be entitled to apply for Franchisor’s consent 1o
relocate or reconstruct the premises, which consent will not be
unreasonably withheld;

Franchise Agreement - Exhibit “B™ 20
FTC 0532



iii} If Franchisee (or if Franchisee is a corporation, limited liability company
or partnership, any principal of Franchisee) is convicted of a felony, a
fraud, a crime involving moral turpitude, or found liable in a civil claim
for fraud or any unfair or deceptive act or practice that Franchisor believes
i reasonably likely to have an adverse effect on the system, the
proprietary marks, the goodwill associated therewith, or Franchisor's
interest therein;

w)  If a threat or danger to the public health or safety results from the
construction, maintenance, or operation of the Deli;

v} If Franchisee or any member, partner or sharcholder in Franchisee
purports 1o transfer any rights or obligations under this Agreement or any
interest in Franchisee 1o a third party without Franchisor's prior written
consent, contrary to paragraph 14;

vi)  If Franchisee (or if Franchisee is a corporation, limited liability company
or parinership, any principal of Franchisee) fails to comply with the in-
term covenants in paragraph 15;

vii)  If Franchisee or its designee fails to attend and complete, 1o Franchisor's
satisfaction, the initial Franchise management training program required
by Franchisor, as provided in paragraph 10;

viil)  If contrary to the terms of paragraph 15, Franchisee discloses or divulges
the contents of the Operations Manual or other manuals or any other
confidential information provided to Franchisee by Franchisor;

ix) If an approved transfer is not effected within a reasonable time, as
required under Paragraph 14, following Franchisee’s death or mental
incapacity;

x} I Franchisee knowingly maintains false books or records or submits any
false reports to Franchisor, or if Franchisee makes any material false
statements 0 Franchisor in connection with its application for the
Franchise;

xi)  If Franchisee repeatedly fails to pay on a timely basis its taxes or other
governmental charges, rent, lease payments or payments 1o suppliers or
other trade creditors;

xil)  IF Franchisee repeatedly is in default under paragraph 13(c) or 13(d), for
failure substantially to comply with any of the requirements imposed
under this Agreement, whether or not cured, after notice: andfor
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aii)  IF Franchisee knowingly fuils o comply with the provision of paragraph

i)

¢} If Franchisee fails, refuses, or neglects prompily 1o pay when due any operating or
advertising fees or any other amounts owing to Franchisor, its subsidiaries, affilintes, or
divisions, except as otherwise prohibited or required under applicable statute, Franchisee
will have ten (10) days after receipt from Franchisor of a written Notice of Termination
within which to cure such default, If any such default is not cured within that time, or
such longer period as applicable law may require, this Agreement will terminate without
further notice to Franchisee immediately upon the expiration of said period.

d)  Except as provided in Paragraphs (a), (b), and (c) herein, and except as otherwise
prohibited or required under applicable statute, Franchisee will have thirty (30) days after
receipt from Franchisor of a written Notice of Termination within which to remedy any
other default hereunder and provide evidence thereof to Franchisor. If any such default is
net cured within that time, or such longer period as applicable law may require, this
Agreement will terminate without further notice to Franchisee immediately upon the
expiration of said period. Franchisee will be in default hereunder for any failure to
substantially comply with any of its obligations under this Agreement or to carry out the
terms of this Agreement in good faith. Such defaulis include, without limitation, the
occurrence of any of the following events:

i If Franchisee fails to submit when due any repors, financial information,
or other information or documents required by Franchisor under this
Agreement;

i) If Franchisee fails to observe or maintain any of the standards or
procedures prescribed by Franchisor in this Agreement, the Operations
Manual, or otherwise in writing;

i)  If Franchisee engages in any illegal, fraudulent, unfair or deceptive
business practices;

iv) IT Franchisee misuses or makes any unauthorized use of the proprietary
marks;

¥) If Franchisee directly or indirectly commences or conducts any business
operation, or markets any product or service. under any name or
proprietary mark which, in Franchisor’s sole opinion, is confusingly
similar to the proprietary marks;

vi) If Franchisee fails to obtain Franchisor's prior approval or consent as
required under this Agreement;

viy  If Franchisee is in default of any other provision of this Agreement
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e}  Upon termination of this Agreement for any reason, or upon expiration of the term
hereof, all of Franchisee's rights hercunder will terminate and Franchisee will cease 1o
operate the Jason's [eli Franchise. Franchisee agrees as follows:

iy o pay immediately to Franchisor, or any subsidiary or division of
Franchisor, the full amount of all sums due under this Agreement;

i) To cease immediately to use the Jason's Deli System and all the Licensed
Rights provided by Franchisor hereunder and any confusingly similar
names, marks, systems, insignia, symbols or other rights, procedures or
methods;

i) To retun Franchisor's Operations Manual and all other manuals, plans
and specifications, designs, records, data, samples, models, programs,
training tapes, handbooks copyrighted or trademarked materials, or
drawings touching or concerning Franchisor’s operation or business (no
such materials will be copied or duplicated in any manner);

ivi  To cease immediately to hold itself out in any way as a Franchisee of
Franchisor or to do anything which would indicate any relationship
between it and Franchisor and;

¥) To remove from public display signs or advenisements containing the
name “Jason's Deli,” Jason's Deli and its graphics or any other mark or
designation associated with Franchisor, including the Jason’s Deli price
sign, and ship the same, at its expense, to Franchisor,

i Termination or expiration of this Agreement will not afTect the rights of Franchisee
to operate other Delis in accordance with the terms of any other Franchise Agreements
until and wnless such other Franchise Agreements, or any of them, are terminated in
accordance with their terms. Notwithstanding the foregoing. termination of this
Agreement or any default hercunder may’ be grounds for termination of all other
agreements with Franchisor. Finally, termination or expiration of this Agreement will not
affect the right of Franchisor to conduct such audits as are set forth herein.

gt Comply with all requirements under this Agreement which expressly or by
reasonable implication apply to Franchisee's conduct after termination or expiration.

by If this Agreement is terminated for default, in addition to all its other obligations
under this paragraph 13, Franchisee will pay Franchisor all damages, costs and expenses,
including reasonable legal and accounting fees, incurred by Franchisor as a result of
Franchisee's default and/or in connection with obtaining injunctive or other relief for the
enforcement of any provisions of this paragraph 13. These obligations of Franchisee will
give rise to and remain, until paid in full, a lien in favor of Franchisor against any and all
of the personal propenty, fumishings, equipment, signs, fixtures and inventory owned by
Franchisce and located at the Deli at the time of default.
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i) Upen termination or expiration of this Agreement, at Franchisor's option,
Franchisee will assign to Franchisor or its designee any interest which Franchisee has in
any lease or sublease for the Deli premises. If Franchisor does not require the assignment
of such lease or sublease, Franchisee will make such modifications or alterations to the
interior and exterior of the Deli premises (including, without limitation, repainting and
changing the telephone number) as Franchisor may deem necessary to prevent confusion,
mistake, or deception, if the premises are thereafier used by Franchisee or others. If
Franchisee fails or refuses to comply with the requirements of this paragraph 13,
Franchisor and its agents will have the right to enter the premises where the Franchised
business was conducted for the purpose of making or causing to be made such changes as
may be required, at Franchisee’s expense, and which Franchisee agrees to pay upon
demand. Franchisee agrees that such entry and action by Franchisor or its agents will not
constitute trespass or any other offense, and Franchisee will indemnify Franchisor and its
agents against any claims by others relating to such entry and action.

¥ Fifteen {15) days after the date of termination or expiration of this Agreement.,
Franchisor may arrange for an inventory, at Franchisor's cost, of all personal property,
fixtures, equipment, supplies and inventory located at the Deli, or used in connection with
the Franchised business, including, without limitation, any and all items bearing the
proprietary marks. Franchisor will have the option exercisable within thirty (30} days
after termination or expiration, to purchase any or all such items from Franchisee at fair
market value. If the parties cannot agree on fair market value within a reasonable time,
Franchisor may designate an independent appraiser, whose determination will be binding,
If Franchisor elects 1o exercise any option to purchase hereunder, it will have the right to
set off all amounis due from Franchisee under this Agreement, and the cost of the
appraisal, if any, against any payment for items purchased.

14, Assignment: Conditions and Limitations
a)  Franchisee’s Form of Organization.

i) If Franchisee is or becomes a corporation or other business entity, the
Franchisee will comply with the following requirements:

3] Franchisee will confine its activities to the establishment and
aperation of the Deli;

2 Franchisee's articles of incorporation and bylaws (or comparable
governing documents) will at all times provide that its activities are
confined exclusively to those specified in subsection (i), and that
the issuance and transfer of voting stock or other ownership
interest in Franchisee is restricted by the terms of this Agreement;

k1] Franchisee will furnish Franchisor prompily upon request copies of
Franchisee's articles of incorporation, bylaws and other governing
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L]

i)

iy

documents, and any other documents Franchisor may reasonably
request and any amendments thereto; and

4 Franchisee will maintain stop-transfer instructions on its records
against the transfer of any equity securities except in accordance
with the provisions of subsection (b) herein. All securities issued
by Franchisee will bear the following legend, which will be printed
legibly and conspicuously on each stock certificate or other
evidence of ownership interest:

The transfer of these securities is subject to the terms and
conditions of a Franchise Agreement with Deli Management, Inc.
dated . Reference is made to said
Agreement and to the restrictive provisions of the anicles and
bylaws of this corporation.

If Franchisee is or becomes a parinership, upon request, Franchisee will
promptly fumnish Franchisor a copy of its parinership agreement and any
other documents Franchisor may reasonably request and any amendments
thereto.

Franchisee will maintain a current list of all general and limited pariners
and all owners of record and all beneficial owners of any class of voting
stock of Franchisee and will furnish the list to Franchisor promptly upon

I'H-ql.l-l:ﬁL

Each individual whe holds a five percent (5%) or greater ownership
interest in Franchisee (including cach individual holding a 50% or greater
interest in any partnership or corporation having a controlling interest in
Franchisee) will enter into a continuing guaranty agreement under seal, in
a form satisfactory 1o Franchisor, assuming and agreeing to discharge all
obligations and liabilities of Franchisee under this Agreement.

Transfer of Intersst,

i)

Franchisee understands and acknowledges that the rights and duties of
Franchisee set forth in this Agreement are personal to Franchisee, and that
Franchisor has granted this Franchise Agreement in reliance on the
business skill, financial capacity and personal character of Franchisee and
Franchisee's principals. Accordingly, Franchisee agrees that Franchisor's
express prior written consent will be a necessary condition precedent to
the sale, assignment, transfer, conveyance, gift, pledge. morgage,
en¢umbrance, or hypothecation of any of the following:

1) any direct or indirect interest in this Agreement or the rights
granted hereunder;
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iii)

i any direct or indirect interest in Franchisee;

k) all or substantially all the assets of Franchisee. Except as
specifically provided in this section 14(b), any purported
assignment or transfer, by operation of law or otherwise, not
having the express prior written consent of Franchisor will be null
and void and will constitute a material breach of the Agreement.
Franchisor's prior written consent will not be required for transfer
of a nen-controlling interest in a publicly held corporation. As
used in this Agreement, the term “publicly held corporation™
means a corporation registered under the Securities and Exchange
Act of 1934, Franchisee acknowledges and agrees that each
condition required to be met by a proposed transferee hereunder is
necessary o assure the transferee’s full performance of its
obligations as “Franchisee™ hereunder.

If Franchisee is an individual or partnership, Franchisee will be entitled to
transfer Franchisee’s interest in this Agreement to a business entity formed
for convenience of ownership. Franchisor will charge no transfer fee for
the first such transfer; however, Franchisor's consent to any sech transfer
will be subject to the following conditions:

1) Franchisee will be the owner of all the voting stock or other
ownership interest in the corporation, and if Franchisee is more
than one individual, each individual will have the same
proportionate ownership interest in the business entity or other
business entity as he or she had in Franchisee prior to the transfer.

2 Franchisee will comply with the terms and conditions set forth for
Franchisee corporations or other business entities under Section
14(a).

Within twelve (12) months after the death or mental incapacity of
Franchisee {or, if Franchisee is a partnership or corporation, a principal of
Franchisee), the executor, administrator or personal representative of such
persen will transfer that person’s interest o a third party approved by
Franchisor. All such transfers will be subject to the same conditions as
any jnter vivos transfer; however, no transfer fee will be charged in the
case of a transfer by devise or inheritance. If the heirs or beneficiaries of
the deceased Franchisee are unable to meet the conditions set forth in this
Section 14(b), the executor. administrator or personal represeniative will
have a reasonable time 1o dispose of the deceased’s interest, which
disposition will be subject to the same conditions as any inter vivos
transfer. If such interest is not disposed of within a reasonable time,
Franchisor may terminate this Agreement.
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¥)

Any person (“seller”) who receives and desires to accept a bona fide offer
from a third party to purchase all or part of seller’s interest in Franchisee,
this Agreement, or the Franchise, will notify Franchisor in writing of each
such offer. Franchisor will have the right and option, exercisable within
thirty (30 days after receipt of such written notice, to send writien notice
to seller that Franchisor intends to purchase seller’s interest on the same
terms and conditions offered by the third party. To enable Franchisor to
determine whether it will exercise its option, Franchisee and the seller will
provide such information and documentation, including financial
statements, as Franchisor may require. If the consideration, terms or
conditions offered by a third party are such that Franchisor may not
reasonably be required to fumnish the same, Franchisor may purchase the
interest proposed to be sold for the reasonable equivalent in cash. If the
parties cannot agree within a reasonable time on the cash consideration,
Franchisor may appoint an independent appraiser, whose determination
will be binding. Il Franchisor does not excrcise its option as provided
hereunder, the seller may sell the interest, subject to Franchisor's consent
as otherwise required under this Section 14(b). Any material change in the
terms of any offer prior to closing will constitute a new offer subject to the
same rights of first refusal by Franchisor as in the case of an initial offer,

Franchisor will not unreasonably withhold its consent to a transfer of any
interest in Franchisee or this Agreement; provided, however, that
Franchisor may, in its sole discretion, require any or all the following as
conditions of its approval:

Iy All Franchisee's accrued monetary obligations and all other
outstanding obligations to Franchisor, its subsidiaries, afTiliates
and visions will be satisfied;

2) Franchisee will have substantially complied with all the terms and
provisions of this Agreement, any amendment hereol or successor
hereto, and all other agreements between Franchisee and
Franchisor, its subsidiaries, affiliates or divisions and, at the time
of transfer, will not be in default thereof:

3 Il the obligations of Franchisee were guarantced by the
transferor(s), the transferee will guarantee the performance of all
cash obligations in writing and in a form satisfactory to Franchisor;

4) Franchisee and the transferor(s) will execute a general release
under seal, in a form satisfactory to Franchisor, of any and all
claims against Franchisor and its officers, directors, sharcholders,
employees and agents in their corporate and individual capacities,
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including, without limitation, claims arising under federal, state
and local Laws, rules and ordinances.

vi)  If a transfer, alone or together with other previous, simultaneous, or
proposed transfers, would have the effect of transferring financial or
management control of Franchisee, Franchisor may require, in its sole
discretion and in addition 10 the conditions provided in subsection
14(b)(v), any or all the following as conditions of its approval:

Iy The transferee (or, if the transferee is a corporation or other
business entity or partnership, the principals of the transferee) will
demonstrate  to Franchisor's  satisfaction that they meet
Franchisor's then-current standards for new Franchisees under the
system; possess good moral character, business reputation, and
credit rating, have the aptitude and ability o operate the Deli (as
may be evidenced by prior related business experience or
otherwise); and have adequate financial resources and capital to
operate the Deli;

3 For a term ending on the expiration date of this Agreement, the
transferee will execute the standard form of Franchise Agreement
then being offered by Franchisor, and such other ancillary
agreements  (including puaranty agreememts provided under
Section 14(a) as Franchisor may require, which agreements will
supersede this Agreement in all respects, and the terms of which
agreements may differ from the terms of this Agreement; provided,
however, no additional initial franchise fee will be required;

k1] The transferee will complete andior cause its employees 1o
complete, to Franchisor's satisfaction, such initial and refresher
training as Franchisor may require;

4) Franchisee and the transferee will remain liable for all obligations
to Franchisor, its subsidiaries and affiliates in connection with
obligations arising prior to the date of ransfer.

vii)  Franchisee or the transferee will pay to Franchisor a non-refundable
transfer fee in an amount reasonably necessary to compensate Franchisor
for its costs and expenses in connection with each proposed transfer, but in
no event less than Seven Thousand and No/100 Dollars ($7,000.007.

viti)  If securities in Franchisce are proposed to be offered to the public, by
private offering or otherwise, the prior written consent of Franchisor will
be required and such consent will be granted by Franchisor, in its sole
discretion.
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ix)  Neither Franchisor’s consent to any proposed transfer, nor Franchisor’s
failure to exercise its option to purchase any interest of a seller, will be
deemed to constitute a waiver of any ¢laims Franchisor may have against
any transferor, any right to demand exact compliance with any term of this
Agreement by any transferor or transferee, any future rights or options of
Franchisor or any provision of this A greement.

X} This Agreement will inure to the benefit of Franchisor, its seccessors and
assigns, and Franchisor will have the right to transfier and assign all or any
part of its interest herein, including its rights under section 14(b) (iv), o
any person or legal entity.

[5... nt I-. P . ;-. EI |I “|

a)  Franchisee and persons controlling, controlled by, or under common control with i,
will not, without the prior written consent of Franchisor, during the term of this
Agreement, engage in any business similar to that created by this Agreement anywhere
within the United States.

B}  Franchisee and persons controlling, controlled by, or under common control with
Franchisee, will not, without the prior written consent of Franchisor, have any interest,
direct or indirect, in the ownership (except a non-controlling interest in a publicly traded
corporation) or operation of any business similar to the business created under this
Franchise Agreement, for a period of two (2) years after transfer, assignment, expiration
or termination of this Agreement within the following areas: (i) a twenty-five (25) mile
radius of the Deli, (i) twenty-five (25) miles of any Deli (whether Franchisor or ather
Franchisee owned) in existence as of the date of such termination or expiration, or (iii)
any arca in the United States where sclive plans have been made by Franchisor o
establish Delis at the time of the transfer, assignment, expiration or termination.

¢l Franchisee and persons controlling, controlled by, or under common control with
Franchisee, will not, during the term of this Agreement, and for a peried of two (2) years
after lermination or expiration, assignment or transfer of this Agreement, however such
termination will oceur, directly or indirectly, hire or attempt to hire an existing employee
of Franchisor, or existing employee of a subsidiary of Franchisor, or any person who was
an employee of a Franchisor or of a subsidiary of Franchisor, within a twelve (12) month

period prior to the proposed date such person is to commence employment with
Franchisece.

d)  Franchisee understands and acknowledges that Franchisor will have the right, in its
sole discretion, 10 reduce the scope of any covenant set forth in Section 15 of this
Agreement, or any portion thereof, without Franchisee's consent, effective immediately
upon receipi by Franchisee of written notice thereof, and Franchisee agrees that it will
comply forthwith with any covenant so modified, which will be fully enforceable.
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€)  Franchisee expressly agrees that the existence of any claims it may have against
Franchisor, whether or not arising from this Agreement, will not constitute a defense 1o
the enforcement by Franchisor of the covenants in this Section 15. Franchisee agrees to
pay all costs and expenses (including reasonable attorneys' fees) incurred by Franchisor
in connection with the enforcement of this Section 15,

f}  Franchisee and persons controlling, controlled by, or under common control with
Franchisee will not, during the term hereof and for a period of two (2) years after
termination, expiration, assignment or transfer of this Agreement, hire or attempt 1o hire
the following persons:

i any management-level person currently employed, or previously
employed within a twelve (12) month period prior to the proposed date of
employment by Franchisee by another Deli (whether Franchisor or other
Franchisee owned) not owned by Franchisee; or

i) any non-management person currently employed. or previously employed
within a twelve (12) month period prior to the proposed date of
employment by Franchisee by another Deli (whether Franchisor or other
Franchisee owned) mot owned by Franchisee who has attended
Franchisor’s training school.

gl Inthe event of a breach or threatened breach by Franchisee of the provisions of this
paragraph |5, Franchisor will be entitled to an injunction restraining Franchisee from
further violation. In the event Franchisee does not comply with the aforesaid covenants
as of the date they would go into effect under the terms of the Agreement, then the time
such covenants begin will commence on the later of either the date at which Franchisee
does comply or the date at which a court order compelling compliance goes into effect.
Mothing herein will be construed as prohibiting Franchisor from pursuing any other
remedies available to Franchisor for such breach or threatened breach, including the
recovery of damages from Franchisee.

h}  In the event the provisions of this paragraph 15 should ever be deemed 1o exceed
the time, geographic or occupational limitations permitted by applicable laws, then the
parties agree such provisions will be reformed to the maximum time, geographic or
occupancy limitations permitted by applicable laws.

i} Should a court of competent jurisdiction declare any provision contained in this
paragraph 15 unenforceable due to unreasonable restriction of duration, geographic area
or otherwise, the parties agree such courl will be empowered and will grant Franchisor
injunctive relicf reasonably necessary 1o protect the interests of Franchisor,

1 Franchisee will not at any time, during the term of this Agreement or thereafier, use,
in connection with the operation of any other business wherever located, any of the
Licensed Rights or any other names, marks, systems, insignia or symbols provided by
Franchisor 1o Franchisee pursuant to this Agreement, or cause or permit any business o
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look like, copy or imitate any Deli or to be operated in a manner tending to have such
effect.

k)  During the term of this Agreement or thereafier, any officer or agent of Franchisor
will have the right to ingpect any business in which Franchisee has an interest at
reasonable times and during normal business hours 1o the extent reasonably necessary to
determine whether the conditions of this paragraph are being satisfied. If, by reason of
such inspections or otherwise, Franchisor has reason to believe Franchisee is not in full
compliance with the terms of this paragraph, Franchisor will give notice of such default.
IT Franchisee denies that it is in default hereunder as specified by Franchisor, within ten
(10} days of receipt of notice from Franchisor, it will have the burden of establishing that
such default does not exist and will give notice to Franchisor of its position. Unless
Franchisee so denies such default, it will immediately take all steps 1o cure said default in
a manner satisfactory to Franchisor.

I For purposes of this Agreement, “Confidential Information™ will mean any and all
trade secrets of Franchisor or any and all information disclosed 1o or learned by
Franchisee, and persons controlling, controlled by, or under common control with
Franchisee, whether in oral or written form, as a consequence of this Agreement that is
not known in the relevant trade or industry about the Jason's Deli System, its procedures,
techniques, and recipes, including but without limitation, information relating 10
marketing, advertising, accounting, identification schemes, management sysiems,
techniques and business operations and systems.

m) The parties hereto recognize that in the performance of this Agreement, certain
confidential information belonging to Franchisor will come into the possession of
Franchisee. Franchisee and persons controlling, controlled by, or under common control
with them, agree to hold in confidence the confidential information and will not disclose
the cenfidential information or any parts thereof to any person or entity other than
officers, employees and agents of Franchisee who must have access to the confidential
information in order (o implement the Jason®s Deli System in the Franchisee's Deli, and
in such event, will obtain from such individuals confidentiality agreements. It is
understood and agreed that the Jason’s Deli System is a technologically advanced
program of sccounting, identification schemes, management systems, techniques,
business operations and systems that would, it used by other persons, firms or
corporations, give such other persons, firms or corporations a substantial competitive
advantage which is presently enjoyed by Franchisor,

nl  Mothing herein will prevent Franchisor and persons controlling, controlled by or
under common control with them, from disclosing any information or knowledge leamed
or received during the term of this Agreement. including the Confidential Information
which:

il is no longer maintained in confidence by Franchisor; or
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i) at the time of disclosure is in, or afler disclosure becomes part of, the
public domain; or

iii) s used in testimony before a court of law or governmental body; or

iv)  is required by a court of law, governmental or judicial authority, statute or
law to be disclosed.,

o) The Operations Manual, any other manuals or materials provided to Franchisee, and
all confidential information will at all times be deemed to be, and will remain, the sole
property of Franchisor, and Franchisee will acquire no rights, title or interest therein by
virtue of this authorization pursuant to this Agreement to possess and use the same.
Franchisee agrees to return all such manuals and materials, and any and all copies
thereof, upon termination or expiration of this Agreement

Pl Inthe event of a breach or threatened breach by Franchisee of the provisions of this
paragraph 13, Franchisor will be entitled to an injunction ordering the return of the
confidential information and restraining Franchisee from disclosing, in whole or in part,
such confidential information. Nothing herein will be construed as prohibiting Franchisor
frofn pursuing any other remedies available to Franchisor for such breach or threatened
breach, including the recovery of damages from Franchisee.

16, MNotices.

All notices hereunder will be in writing and will be duly given if hand delivered or sent
by registered or certified mail, postage prepaid, addressed:

g Ifio Franchisor, at;

Deli Management, Inc.
Attention: Troy Cormier
350 Pinge Street - Suite 1775
Beaumont, Texas 77701

b} Ifto Franchisee, at:

17. Governing Law/Disputes,

4} This Agreement will be deemned to have been made and entered into in the State of
Texas, and all rights and obligations of the partics hereto will be governed by and
construed in accordance with the laws of the State of Texas.
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18,

19.

B THE PARTIES AGREE THAT ANY ACTION BROUGHT BY EITHER PARTY
AGAINST THE OTHER IN ANY COURT, WHETHER FEDERAL OR STATE, WILL
BE BROUGHT WITHIN THE JUDICIAL DISTRICT IN WHICH FRANCHISOR HAS
ITS PRINCIPAL PLACE OF BUSINESS (BEAUMONT, TEXAS) AND DO HEREBY
WAIVE ALL QUESTIONS OF PERSONAL JURISDICTION OR VENUE FOR THE
PURPOSE OF CARRYING OUT THIS PROVISION,

¢ WAIVER OF RIGHTS: BOTH WE AND YOU WAIVE AND AGREE NOT TO
INCLUDE IN ANY PLEADING DEMAND: CLASS ACTION CLAIMS: DEMAND
FOR TRIAL BY JURY: CLAIMS FOR LOST PROFITS; OR CLAIMS FOR
PUNITIVE, MULTIPLE, OR EXEMPLARY DAMAGES. IF ANY PLEADING IS
FILED THAT CONTAINS ANY OF THESE CLAIMS OR A JURY DEMAND, OR IF
A COURT DETERMINES THAT ALL OR ANY PART OF THE WAIVERS ARE
INEFFECTIVE, THEN THE PLEADING WILL BE DISMISSED WITH PREJUDICE,
AS TO THOSE CLAIMS. NO CLAIMS BY EITHER OF US CAN BE
CONSOLIDATED WITH THE CLAIMS OF ANY OTHER PARTY. IF SUCH
CLAIMS AND DEMANDS CANNOT BE WAIVED BY LAW, THEN THE PARTIES
AGREE THAT ANY RECOVERY WILL NOT EXCEED TWO (2) TIMES ACTUAL
DAMAGES.

Heirs, 8 | Assi

Subject o the provisions hereof relating to transfer and assignment, this Agreement is
intended to, and does bind, the heirs, executors, administrators and successors of any or
all the parties hereto.

Severahilit

If any provision of this Agreement or the application of any provision to any person or 1o
any circumstance will be determined to be invalid or unenforceable, then such
determination will not affect any other provision of this Agreement or the application of
such provisions to any other person or circumstance, all of which other provisions will
remain in full force and effect, and it is the intention of Franchisor and Franchisee that if
any provision of this Agreement is susceptible to two or more constructions, one of
which would render the provisien enforceable and the other of which would render the
provision unenforceable, the provision will have the meaning which renders it
enforceable.

Entire 2

This Agreement, all exhibits to this Agreement, and all ancillary agreements executed
conemporaneously with this Agreement, constitute the entire Agreement between the
partics with reference to the subject matter of this Agreement, and supersede all prior
negotiations, understandings. representations and agreements; provided, however, that
nothing in this or any related Agreement is intended to disclaim the represemtations in the
Disclosure Document. Franchisee acknowledges that it is entering into this Agreement
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and all ancillary agreements exceuted contemporaneously with this Agreement, as a
result of its own independent investigation and not as a result of any representations made
by Franchisor or its sharcholders, officers, directors, employees, agents, representatives,
independent contractors or Franchisees that are contrary to the terms set forth in this
Agreement or of any Disclosure Document or other similar document required or
permitted 1o be given to it pursuant to applicable law.

1. Miscellaneous.
All payments must be made payable to DELI MANAGEMENT, INC. Franchisee agrees
that it will not withhold, escrow or set off any payments due to Franchisor under this
Agreement. In the event any check is returned for insufficient funds, Franchisor reserves
the right 1o require future payments by cashier’s check or money order and to require a
service charge of all insufficient checks in an amount of $25.00 or 5% of face value of
the instrument, The preceding remedies will be in addition w and cumulative with any
other remedies permitted by this Agreement or by law,

21 Jointand Several Obligation.
If the Franchisee consists of more than one person or entity, liakility under this
Agreement will be deemed to be joint and several.

23 Counterparts: Paragraph Headings: Pronouns,
This Agreement may be executed in any number of counterparts, each of which will be
deemed an original, but all of which together will constitute one and the same instrument.
The paragraph headings in this Agreement are for convenience of reference only and will
not be deemed to alter or affect any provision thereof, Each pronoun used herein will be
deemed to include the other number and genders.

4.  Franchisee’s Status,
Al all umes during the term of this Agreement, Franchisee will be considered an
independent contractor, and neither an agent nor emplovee of Franchisor, nor a partner or
joint venture with Franchisor.

25.  Cost of Enforcement,
The prevailing party in any action arising out of this Agreement will be entitled 1o
recover its atomeys’ fees, together with court costs and expenses of litigation.

26 Bemedies Cumulative; Waiver; Consents,
All rights and remedies of Franchisor and of Franchisee enumerated in this Agreement
will be cumulative. Except as specifically contemplated otherwise by this Agreement,
none will exclude any other right or remedy allowed at law or in equity and said rights or
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remedies may be exercised and enforced concurrently. No waiver by Franchisor or
covenant or condition of this Agreement to be kept or performed by the other party will
constitule a waiver by the waiving party of any subsequent breach of such covenant or
condition, or authorize the breach or nonobservance on any other occasion of the same or
any other covenant or condition of this Agreement. Subsequent acceptance by Franchisor
of any payments due to it hereunder will not be deemed 1o be a waiver by Franchisor of
any preceding breach by Franchisee of any terms, covenants or conditions of this
Agreement,

27, Acknowledeements,
Franchisee acknowledges that:

a) It has conducted an independent investigation of the business contemplated by this
Agreement and recognizes that it involves business risks, making the success of the
venture largely dependent upon the business abilities of Franchisee, Except as set forth
in its Franchise Disclosure Document, Franchisor expressly disclaims the making of, and
Franchisee acknowledges that it has not received or relied upon, any warranty or
guaranty, express or implied, as to the potential volume, profits or success of the business
venture contemplated by this Agreement.

B) It has no knowledge of any representations by Franchisor or its officers, directors,
sharcholders, employees, agents or servants, about the business contemplated by this
Agreement that are contrary to the terms of this Agreement or the documents
incorporated herein, and further represents to Franchisor, as an inducement to its entry
into this Agreement, that it has made no misrepresentations in obtaining this Agreement,

¢) It has received, read and understood this Agreement and the attachments hereto, if
any. Franchisor has fully and adequately explained the provisions of ecach to its
satisfaction, and Franchisor has accorded it ample time and opportunity to consult with
advisors of its own choosing about the potential benefits and risks of entering into this
Agrecment.

d) It is aware that some present Franchises of Franchisor may operate under different
forms of agreemenis and consequently, that Franchisor's obligations and rights in respect
to its various Franchisees may differ materially in certain circumstances.

¢) It agrees that no third-party beneficiary rights arise out of any term, condition or
requirement set forth herein.

28, Effective D | Additional R i

This Agreement will become effective upon execution by Franchisor. Franchisee hereby
acknowledges that Franchisee received the Franchise Disclosure Document and a copy of
its standard Franchise Agreement (i)} fourteen (14) calendar days before the signing of
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any Franchise or related agreement; or (ii) fourteen (14) calendar days before any
FH].}'ITIEI'I'S-

IN WITNESS WHEREOF, the parties hereto have duly executed this Agreement.

WITNESSES: FRANCHISEE:

Titte:

DELI MANAGEMENT, INC.

By:
Troy Carmier

Title: Chief Executive Qfficer; Chigf
Financial Officer and Director

Dhafed:
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ERANCIISE PURCHASE AFFIDAVIT

The undersigned, having executed a DELI MANAGEMENT, INC. Franchise
Agreement, acknowledge that said Franchise Agreement is presently being considered by
DELI MANAGEMENT, INC. (hereinafter referred to as “Franchisor”™) for execution and
acceptance at Beaumont, Texas, and further cenify and acknowledge that the following
statements are true and correct:

1]

that subsequent to execution of this Agreement by Franchisor, Franchisor
will provide Franchisee and Franchisee's kcy personnel with initial
training deemed appropriate by Franchisor and successful completion of
such training by Franchisee and at least five other management persons is
a condition to opening the Franchisee's delicatessen restaurant (“Deli™);

that the Franchisee shall have the responsibility to locate a number of sites
for the Deli, and that a site must be approved in writing by Franchisor
prior 1o development of a Deli;

Franchisee understands that approval by Franchisor is not a guaraniee or
warranty that a site will be successful;

Franchisee has received no promises or any indications that financial
assistance will be offered 1o Franchisee by Franchisor or any affiliate,
subsidiary or division thereof:

Franchisce has received no promises or any indications that Franchisor
will lease or sublease to Franchisee:

Franchisee has received no  representations, promises  or
commitments, including actual, average, projected or forecasted franchise
sales, profits or eamings of any type, which are not expressly contained in
said Franchise Agreement and related documents or in the
Franchise Disclosure Document;

Franchisee understands it is its own responsibility to conduct any market
research or feasibility research relating to the area in which it intends to
open the Deli;

Franchisee has received a Deli Management, Inc. Franchise Disclosure
Document with all Exhibits attached thereto (i) fourteen (14) calendar
days before the signing of any Franchise or related agreement; or

(i) fourteen {14) calendar days before any payments;
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1)

Franchisec has reviewed all the materials referred o in paragraph 8 above
and found them complete and that the Franchise Disclosure Document
contained all exhibits thereto;

Franchisee acknowledges it has reviewed Franchizor's Operations
Manuals;

Franchisee represents and warrants to Franchisor that neither Franchisee,
nor any of Franchisee's principals, nor any of their respective affiliates is
identified, either by name or an alias, pseudonym or nickname, on the lists
of “Specially Designated Nationals” or “Blocked Persons™ maintained by
the LS, Treasury Department’s Office of Foreign Assets Control (texts
currently available at www treas. poviolfices/enforcement/ofac’) Further,
Franchisee represents and warrants that neither it nor any of Franchisee's
principals or affiliates referred to above has violated, and each of them
agrees nol to violate, any law prohibiting corrupt business practices,
money laundering or the aid or support of persons who conspire to commit
acts of terror against any person or government, including acts prohibited
by the US. Pamrit Act {lext currently available
at  hitp:/'www.tres govioffices'enforcement/ofc/lesalleo/ | 3244 pdf)  or
any similar law. The foregoing constitute continuing representations and
warranties, and Franchisee shall immediately notify Franchisor in writing
of the occurrence of any event or the development of any circumstance
that might render any of the foregoing representations and warranties
false, inaccurate or misleading.

EXECUTED this day of i

WITNESS:

FRANCHISEE:

By:

Title:
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Dev. Area:

RELIMANAGEMENT, INC,

This Area Development Agreement is made and entered into as of the date set
forth below by and between DELI MANAGEMENT, INC., a Texas Corporation, having

its principal place of business at Beaumont, Texas (“Franchisor™), and

' Developer”).

RECITALS

A,

WHEREAS, Franchisor, as a result of the expenditure of time, skill, effon
and money has developed and owns a distinctive system (“System™) for
the establishment and operation of delicatessen businesses; and

WHEREAS, the distinguishing characteristics of the System include,
without limitation, specialized training; management and marketing
technigues and materials; procedures and methods of operation; uniform
standards; specifications and procedure for products; equipment and
services  distinctive appearance; and advertising and promotional
programs, all of which may be changed, improved and further developed
by Framchisor from time to time; and

WHEREAS, Franchisor identifies the System by means of cerain trade
names, service marks, trademarks, logos, emblems, and indicia of origin
(“Proprietary Marks™) including, but not limited to, the name and mark
“Jason's Deli” and such other names, marks and indicia as may now or
hereafter be designated by Franchiser in writing for use in connection with
the System; and

WHEREAS, Franchisor continues to develop, use and control the use of
the Proprietary Marks in order to identify for the public the source of
products and services marketed thereunder and 10 represent the high
standards of quality associated therewith; and

WHEREAS, Developer desires to obtain rights to establish businesses
under the System in the geographical area described herein and in
accordance with the terms and conditions hereof’;

NOW, THEREFORE, in consideration of the promises and the mutual
undertakings and commitments st forth herein, Franchisor and Developer hereby agree as

fol lows:
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ARTICLE L

1.1

12

13

14

ARTICLE IL

2l

GRANT

Franchisor hereby grants to Developer the right and option, subject 1o the
terms and conditions of this Agreement, to establish up o { )
businesses under the System (hereinafter “Jason’s Delis™) to be located in
the geographic area (“Option Area”) specified in Section 3.1,

Excepl as otherwise provided in this Agreement, during the term of this
Agreement, Franchisor will not establish or grant a franchise 10 any person
other than Developer to establish Delis in the Option Area.

Each Deli established by Dewveloper shall be subject to a separate
Franchise Agreement executed by Franchisor and Developer, The form of
the Franchise Agreement for each Deli shall be the standard Franchise
Agreement then being offered by Franchisor in the jurisdiction where the
Deli is proposed to be located. The form of Franchise Agreement
currently being offered by Franchisor in the jurisdiction in which the
Option Area is included with the package transmitting this Arca
Development Agreement,

This Agreement is not a franchise or license agreement, and does not grant
Developer any rights to the use of the Proprictary Marks or grant sub-
franchises 10 others. Developer’s rights 1o use the Proprietary Marks are
limited and governed by the terms of separate franchise or license
agreements between Franchizor and Developer.

DEVELOPMENT FEE

Developer shall pay to Franchisor upon execution of this Agreement a
“Development Fee™ of [ )
Thousand Dollars, which fee shall be fully earned by Franchisor upon
exccution of this Agreement for administrative and other expenses
incurred by Franchisor and for development epportunities lost or deferred
as a result of the exclusive rights granted to Developer herein, The
Development Fee shall be in addition to the initial franchise fees for
Franchise Agreements executed pursuant 1o this Agreement and any other
fees or payments due to Franchisor under any other agreements between
Franchisor and Developer.

U'pon execution of this Agreement, Developer shall execute and forward
to Franchisor the current form Franchise Agreement (and ancillary
agrecments and related documents), together with the initial franchise fee
for the first Deli to be established by Developer.

Notwithstanding the terms of any Franchise Agreement executed by
Developer 1o establish the number of Delis set forth under Articles 1.1 and
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3.2 of this Agreement, the initial fees for each such Franchise Agreement
shall be Seventeen Thousand Five Hundred ($17,500.00) Dollars and the
operating fee shall be four percent (4%) of gross sales. The Development
Fee shall be payable, and deemed fully eamed and nonrefundable upon
Developer's execution of this Agreement. Except for the Development
Fee. all other fees shall be payable as provided in each Franchise
Agreement.

ARTICLE IIL OFTION AREA; OPTIONS; RIGHT OF FIRST REFUSAL,

i1

3.2

The Area (“Option Area™) within which Developer may locate Delis
established hereunder is described in the Option Area Description attached
hereto,

During the term of this Agreement, Developer shall have the right and
option, subject 1o the terms and conditions set forth herein, to purchase
franchises for { ) Delis to be located in the Option Area. Each
option shall be exercisable as follows:

Il Prior to and as a condition of exercising each option, Developer
shall have substantially complied with all material terms and
conditions of each of its Franchise Agreements and all other
agreements with Franchisor, its subsidiaries or affiliates.

322 Developer shall notify Franchisor in writing of s desire to
purchase an additional Franchise. Simulianeously, Developer shall
submit 1o Franchisor a written report in a form approved by
Franchisor detailing its financial, operational and such other
information that will allow Franchisor to evaluate Developer's
readiness to open and operate an additional Deli. Franchisor shall
provide Developer the then-current form of Franchise Agreement,
together with any disclosure or other documents required by law.

323 Developer shall execute the then-current form of Franchise
Agreement and such other ancillary agreements and all other
required ancillary agreements and documents and forward them to
Franchisor, together with the initial Franchise fee as provided
under Article 11. Franchisor shall execute the Franchise Agreement
if. in its sole judgment, Developer is operationally and financially
prepared 1o develop another Deli. If, in Franchisor’s judgment,
Developer is not capable of the development of an additional Deli,
then the Development Schedule shall be amended to provide
Developer with an additional six (6) months in which Developer
shall meet the revised Development Schedule. If, at end of the six
{6) month period, Franchisor again determines that Developer is
still not operationally or financially capable of the development of
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another Deli, Developer shall be in material default of the
Development Schedule.

ARTICLE IV, TERM AND DEVELOPMENT SCHEDULE

41 The term of this Agreement shall commence on the date of execution by
Franchisor and shall expire ten (10) wyears thereafier. unless sooner
terminated in accordance with the terms set forth herein.

42 During the term of this Agreement, Developer shall establish Delis in the
Option Area in accordance with the Development Schedule attached
hereto and further described as follows (“Schedule™):

421 Contemporaneously with the execution of this Agreement,
Developer shall execute a Franchise Agreement for the first Deli o
be developed in the Option Area. Notwithstanding the terms of the
first Franchise Agreement, Developer shall open the first Deli for
business not later than twelve (12) months after the date of the first
Franchise Agreement.

422 Franchisee agrees to comply with the development schedule set
forth on the exhibit attached hereto and so designated.

43 Failure to have Delis open and in operation in the Option Area in
accordance with the Schedule, unless extended by Franchisor as provided
under Section 3.2.3, shall constitute a material default under this
Agreement. Upon such default, Franchisor, in its discretion, may take any
one or more of the following actions:

4.3.1 Terminate this Agreement and all rights granted hereunder without
affording Developer any opportunity to cure the default, effective
immediately upon the mailing of written notice o Developer:

432 Reduce the number of Delis that Developer may establish in the
Ciption Area;

4.33 Terminate the territorial exclusivity granted to Developer under
Section 1.2 of this Agreement;

434 Reduce the size of the Option Area by any amount;

43.5 Accelerate the Schedule;

4.3.6  Avail itsell of any other rights or remedies provided under this
Agreement or permitted under law or equity.
Area Development Agreement - Exhibit *D” f
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45

If Developer successfully completes the schedule, then during the first two
{2} years after the date on which the last Deli is opened, Franchisor shall
not establish or sell a Franchise for any Deli in the Option area, except
upon Developer’s request or consent. Thereafter, if during the term of this
Agreement Franchizor proposes to grant a Franchise or arca Franchise or
development rights in the Option Area, Developer shall have a right of
first refusal to enter into such agreement, if the following conditions are

el

44.1

442

443

Developer is then in compliance with all Franchise Agreements
between Developer and Franchisor;

All Delis required 1o be open and in operation pursuant to the
Schedule are then open and in operation in the Option Area;

Within fifteen (15) days after receipt of written notice of
Franchisor's proposal to enter into any such agreement, Developer
notifies Franchisor of Developer’s intent to exercise its right of first
refusal and thereafier, within thiny (30) days of such notice to
Franchisor, Developer executes the agreement in the form proposed
and forwards the executed agreement, together with all initial fees,
o Franchisor.

If Developer fails to notify Franchisor of Developer's intent to exercise its
right of first refusal, or fails to submit the executed agreement and fees
within the time limits provided in subsection 4.4.3, Franchisor may
thereafter establish or grant Franchises to others to establish or sub-
franchise Delis in the Areas,

ARTICLE V.

b ¥ )

OBLIGATIONS OF FRANCHISOR AND DEVELOPER

Obligations of Franchisor

511

Franchisor agrees to make available to Developer, or assist
Developer in obtaining the following:

a) Such standard construction plans, specifications and layouts
for the structures, equipment, fumishings, décor and signs
identified with Jason's Delis as Franchisor makes available
to all Franchisees, from time to time.

] Guidance in the selection of acceptable sites for the
locations of Developer's Delis.

<) Review of site plans, final construction plans and
specifications for conformity to the construction standards
and specifications of the System.,
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A2

312

d) Such assistance as Franchisor determines is required in
connection with the development of the Option Area,
including assistance by Franchisor’s personnel or itsagents.

e Such other resources and assistance as may hereafter be
developed and offered by Franchisor to Franchisees or
developers.

Franchisor will provide to Developer, from time to time upon
Developer’s request, Franchisor's then-current form of Franchise
Agreement for use by Developer in exercising its options
hereunder.

bligations of Developer

3l

322

Except as Franchisor may otherwise expressly permit in writing,
Developer {or, if Developer is a corporation or partnership, a
principal of Developer) shall devote full time, energy and best
efforts to the development and operation of Delis in the Option
Area,

a) Franchisor may require any principal or management
emplovee of Developer who is actively involved in the
development and operation of Delis in the Option Area to
attend and satisfactorily complete such training programs
as Franchisor may require.

b Developer shall cause its management employees to attend
and  satisfactorily complete all mandatory training
programs, including basic and advanced training, refresher
courses, and technical or business seminars, as Franchisor
may require from time Lo lme.

€} Developer shall be responsible for all personal expenses
incurred by trainees in connection with training programs
including, without limitation, costs and expenses of
transportation, lodging, meals and wages and emplovee
benefits. Franchisor reserves the right to charge reasonable
fees for materials andfor participation in any training
courses or seminars offered by or on behalf of Franchisor.

Developer shall be responsible for conducting local advertising and
promaotional activities for Delis owned by Developer in accordance
with the terms of the Franchise Agreements. In particular, but
without limiting the foregoing, Developer shall be responsible for
the preparation and submission to Franchisor of the following:
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523

524

525

a) annual advertising budgets, updated quarterly;
b) quarterly advertising plans;

c) periodic detailed accounting of media expenditures and
verification of placement;

d) periedic written evaluation of effectiveness of advertising
activities.

Developer shall comply with Franchisor's requirements for
customer satisfaction programs and quality control, including
responding 1o customer complaints and inquiries and providing
periodic oral and written reports to Franchisor on the results of
such contacts.

Developer shall inspect each of its Delis and report to Franchisor
on the results of its inspections at least monthly, using the forms
provided by Franchisor for that purpose. Developer shall also
submit o Franchisor, upon reguest from time to time, such other
forms, reports, records, statements, information and data as
Franchisor may reasonably require, in the form and at the times
and places reasonably specified by Franchisor.

Within ninety (90) days afier the end of each fiscal vear of
Developer during the term of this Agreement, Developer, at iis
expense, shall submit to Franchisor a profit-and-loss statement
showing the results of Developer’s operations during said fiscal
vear and a balance sheet as of the end of the fiscal year. Each
financial statement shall be accompanied by a sworn stalement
signed by Developer or by Developer’s treasurer or chief financial
officer attesting the items contained therein are true and accurate,
that they completely and fully describe and disclose the
information sought in such statement, and that the signer has made
diligent and careful efforts to asceriain the truth, accuracy and
completeness of such information,
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ARTICLE VL. DEVELOPER'S FORM OF ORGANIZATION

6.l If Developer is or becomes a corporation, the Developer corporation shall
comply with the following requirements:

6.1.1  Developer shall confine its activities to the development of the
Option Area and the establishment and operation of Jason's Delis.

612 Developer's articles of incorporation and bylaws (or comparable
governing documents) shall at all times provide that its activities
are confined exclusively 1o those specified in subsection 6.1.1 and
that the issuance and transfer of voting stock or other ownership
interest in Developer is restricted by the terms of this Agreement.

6.1.3  Developer shall furnish Franchisor promptly upon request copies
of Developer's articles of incorporation, bylaws and other
govemning documenis, and any other documents Franchisor may
reasonably request and any amendments thereto.

614  Developer shall maintain stop-transfer instructions against the
transfer on its records of any equity securities or other indicia of
ownership, except in accordance with the provisions of Article
VI herein. All securities or other indicia of ownership issued by
Developer shall bear the following legend, which shall be printed
legibly and conspicuously on each stock certificate or other
evidence of ownership interest:

The transfer of these seccuritics is subject to the terms and
conditions of an Arca Development Agreement with Deli
Management, Inc. dated . Reference is made to
said Agreement and 1o the restrictive provisions of the Articles and
Bylaws of this Corporation.

62 Il Developer is or becomes a partnership, Developer shall fumish
Franchisor promptly upon request a copy of its partnership agreement and
any other documents Franchisor may reasonably request and any
amendments thereto.

6.3  Developer shall maintain a current list of all general and limited partners,
all owners of record and all beneficial owners of any class of voting stock
of Developer and shall fumnish the list to Franchisor promptly upon

request.

.4 Each individual who holds a five percent (5%) or greater ownership
interest in Developer (including each individual holding a 5086 or greater
interest in any corporation or other business entity having a comtrolling
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interest in Developer) shall enter into a continuing guaranty agreement
under seal, in a form satisfactory to Franchisor, assuming and agreeing to
discharge all the obligations and liabilities of Developer under this
Agreement, including those outlined in Articles VI and X1.

ARTICLE VIL CONFIDENTIAL INFORMATION

71 Developer expressly understands and agrees that a  confidential
relationship is established between Franchisor and Developer under this
Agreement and that as a result thereof, Franchisor will be disclosing and
transmitting 10 Developer certain confidential and proprietary information
in connection with the system and Developer’s establishment of the
Option Area. Developer hereby agrees that:

.11 Developer shall treat and maintain such information as confidential
during the term of this Agreement and thereafier.

7.1.2  Developer shall use such information only for its operations under
this Agreement.

713 Developer shall disclose such information only to its employees or
agents and not to anyone else.

.14  Developer shall restrict disclosure of such information only 1o
those of its principals, employees or agents who are directly
connected with the performance of work requiring knowledge
thereof and shall disclose only as muech information as is required
o enable those employees or agents 1o carry out their assigned
duties.

.15 Developer shall advise its principals, employees and agents of the
confidential nature of such information and the obligation not to
disclose it

716 At Franchisor's request, Developer shall obtain and deliver 1o
Franchisor signed confidentiality agreements from any or all of
Developer’s principals, employees or agents who may have access
to confwdential information. Such agreements shall be in a form
satisfactory to Franchisor and shall identify Franchisor as a third-
party beneficiary, with the independent right to enforce them,

72 Any and all information, knowledge, techniques and know-how, including
any and all records thereof, in any form which Franchisor designates as
confidential shall be deemed confidential for purposes of this Agreement,
except information which Developer can demonstrate came to its attention
prior to disclosure thereof by Franchisor; or which, at the time of
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disclosure by Franchisor to Developer, was a part of the public domain; or
which, after the time of disclosure by Franchisor to Developer, becomes a
part of the public domain through publication or communication by
persons other than Developer, its principals, employees or agents.

73 Developer acknowledges that any failure to comply with the requirements
of this Article VII will cause Franchisor imreparable injury, and Developer
agrees 1o pay all court costs and reasonable legal fees incurred by
Franchisor in obtaining specific performance of, or an injunction against
vinlation of, the requirements of this Article VII.

ARTICLE VIIL TRANSFER OF INTEREST

B Developer understands and acknowledges that the rights and duties of
Developer set forth in this Agreement are personal to Developer and that
Franchisor has granted this Development Agreement in reliance on the
business skill, financial capacity, and personal character of Developer and
Developer's principals. Accordingly, Developer agrees that Franchisor's
express, prior written consent shall be a necessary condition precedent to
the sale, assignment, wansfer, convevance, gift, pledge, mortgage,
encumbrance, or hypothecation of any of the following:

8.1.1 any direct or indirect interest in this Apreement or the rights

granted hereunder;

8.1.2  any direct or indirect interest in Developer;
8.1.3  all or substantially all the assets of Developer.

Except as specifically provided in this Article V111, any purported assignment or
transfer, by operation of law or otherwise, not having the express prior written
consent of Franchisor shall be null and void and shall constitute a material breach
of the Agreemenl. Further, Franchisor may refuse any transfer or assignment
which oceurs prior to the time Developer has fully exercised, built, opened and is
operating all the Delis set forth under Article 111, and such refusal bv Franchisor
shall be deemed reasonable. As used in this Agreement, the term “publicly held
corporation”™ means a corporation registered under the Securities Exchange Act of
1934, Developer acknowledges and agrees each condition required to be met by a
proposed transferce hercunder is necessary to assure the transferse’s full
performance of its obligations as “Developer™ hereunder,

B2 If Developer is an individual or parinership, Developer shall be entitled to
transfer Developer’s interest in this Agreement to a corporation or other
business entity formed for convenience of ownership. Franchisor will
charge no transfer fiee for the first such transfer; however. Franchisor’s
consent to any such transfier shall be subject o the following conditions:
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82.1 Developer shall be the owner of all the voting stock or other
ownership interest in the corporation or other business entity, and,
il Develeper is more than one individual, each individual shall
have the same proportionate ownership interest in the corporation
or other business entity as he or she had in Developer prior to the
transfer.

822 Developer shall comply with the terms and conditions set forth for
developer corporations under Article VI,

&3 Within six (6) months after the death or mental incapacity of Developer
{or, if Developer is a partnership or corporation, a principal of Developer),
the executor, adminisirator or personal representative of such person shall
transfer that person’s interest to a third party approved by Franchisor. All
such transfers shall be subject to the same conditions as any inter vivos
transfer; however, no transfer fee will be charged in the case of a transfer
by devise or inheritance. If the heirs or beneficiaries of the deceased
Developer are unable o meet the conditions set forth in this Amicle VI,
the execcutor, administrator, or personal representative shall have a
reasonable time to dispose of the deceased interest, which disposition shall
be subject to the same conditions as any jnier vives transfer. I such
interest is not disposed of within a reasonable time, Franchisor may
terminate this Agréement.

84 Any person (“seller”) who receives and desires to accept a bona fide offer
from a third party to purchase all or part of the seller's interest in
Developer, this Agreement or the Franchise shall notify Franchisor in
writing of each suwch offer. Franchisor shall have the right and option,
exercisable within thirty (30) days after receipt of such written notice, to
send wrillen notice to the seller that Franchizor intends to purchase the
selier’s interest on the same terms and conditions offered by the third
party. To enable Franchisor to determine whether it will exercise its
option, Developer and seller shall provide such information and
documentation, including financial statements, as Franchisor may require.
If the consideration, terms or conditions offered by a third party are such
that Franchisor may not reasonably be required 1o fumish the same,
Franchisor may purchase the interest proposed to be sold for the
reasonable equivalent in cash. If the parties cannot agree within a
reasonable time on the cash consideration, Franchisor may appoint an
independent  appraiser, whose determination shall be binding.  If
Franchisor does not exercise its option as provided hereunder, the seller
may sell the interest, subject 1o Franchisor’s consent as otherwise required
under this Article VIII. Any material change in the terms of any offer
prior to closing shall constitute a new offer subject to the same rights of
first refusal by Franchisor as in the case of an initial offer.
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B85  Franchisor will not unreasonably withhold its consent to a transfer of any
interest in Developer or this Agreement; provided however, that
Franchisor may, in its sole discretion, require any or all of the following as
conditions of its approval:

83.1 All Developer’s accrued monetary obligations and all other
outstanding obligations to Franchisor, its subsidiaries, affiliates
and divisions shall be satisfied;

8.5.2 Developer shall have substantially complied with all the terms and
provisions of this Agreement, any amendment hereof or successor
herete, and all other agreements between Developer and
Franchisor, its subsidiaries, affiliaies or divisions and, at the time
of transfer, shall not be in default thercof

853 If the obligations of Developer were guaranteed by
the transferor(s), the transferee shall guarantee the performance of
all cash obligations in writing in a form satisfactory to Franchisor;

8.5.4 Developer and transferor(s) shall execute a general release under
seal, in & form satisfactory to Franchisor, of any and all claims
against Franchisor and its officers, directors, shareholders,
employees and agents, in their corporate and individual capacities,
including without limitation, claims arising under federal, state and
local laws, rules and ordinances,

X If & transfer, along or together with other previous, simultancous or
proposed transfers, would have the effect of transferring financial or
management control of Developer. Franchisor may reguire, in its sole
discretion and in addition to the conditions provided in Section 8.5, any or
all the following as conditions of its approval:

84601 The transferce (or, if the transferce is a corporation or other
business entity, the principals of the transferee) shall demonstrate
1o Franchisor’s satisfaction that they meet Franchisor’s then-
current standards for new Developers/Franchisees under the
system; possess good moral character, business reputation, and
credit rating, have the aptitude and ability to develop the Option
Area (as may be evidenced by prior related business experience or
otherwise); and have adequate financial resources and capital to
develop the Option Area;

8.6.2 The transferee shall execute, for a term ending on the expiration
date of this Agreement, the standard form of area development
ggreement then being offered by Franchisor and such other
ancillary agreements (including guaranty agreements provided
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under Section 6.4) as Franchisor may require, which agreements
shall supersede this Agreement in all respects and the terms of
which agreements may differ from the terms of this Agreement;
provided, however, that no additional initial development fee shall
be required.

863 The transferee shall commit to provide for such additional or faster
development in the area as Franchisor may reasonably require, in
accordance with Franchisor's then-current standards for new area
development agreements;

8.64 The transferee shall complete andfor cause its employvees to
complete, to Franchisor’s satisfaction, such initial and refresher
training as Franchisor may require;

Developer or transferee shall pay to Franchisor a nonrefundable transfer
fee in an amount reasonably necessary to compensate Franchisor for its
costs and expenses in connection with each proposed transfer, but in no
event less than Seven Thousand and No/100 Dollars {37,000.00).

If securities in Developer are proposed to be offered to the public, by
private offering or otherwise, the prior written consent of Franchisor shall
be required and such consent shall be granted by Franchisor in its sole
discretion.

Neither Franchisor's consent to any proposed transfer nor Franchisor's
failure to exercise its option to purchase any interest of a seller shall be
deemed to constitute a waiver of any claims Franchisor may have against
any transferor, any right to demand exact compliance with any term of this
Agreement by any transferor or transferee, any future rights or options of
Franchisor or any provision of this Agreement.

This Agreement shall inure to the benefit of Franchisor, its successors, and
assigns, and Franchisor shall have the right 1o transfer and assign all or
any part of its interest herein, including its rights under Section 8.4 1o any

person or legal entity.

ARTICLE IX. DEFAULT AND TERMINATION

al

This Agreement and all rights granted w0 Developer hereunder shall
auwtomatically terminate iff Developer becomes insolvent or makes a
general assignment for the benefit of creditors; or if a petition in
bankruptcy is filed by Developer or filed against Developer and not
opposed by Developer; of if Developer is adjudicated as bankrupt or
insolvent: or if a bill in equity or other proceeding for the appointment of a
receiver of Developer or other custodian for Developer’s business or
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assets if filed and consented 1o by Developer; or if a receiver or other
custodian (permanent or temporary) of Developer’s assets or property, or
any part thereof, is appointed by any court of competent jurisdiction; or if
proceedings for a compaosition with creditors under any state or federal
law are instituted by or against Developer; or if a final judgment remains
unsatisfied or of record for thirty (30) days or longer {unless supersedeas
bond is filed); or if Developer is dissolved; or if a suit 1o foreclose any lien
or mortgage against the premises or equipment of Developer is instituted
against Developer and not dismissed within thiny (30) days; or if
execution is levied against Developer's business or property; or if the real
or personal property of Developer is sold afier levy thereupon by any
sheriff, marshal or constable.

92 Except as otherwise reguired or prohibited under applicable statute,
Developer shall be deemed to be in default and Franchisor, at its option,
may terminate this Agreement and all rights granted Developer hereunder,
effective immediately upon receipt of notice by Developer and without
affording Developer any opportunity to cure the default, upon the
occurrence of any of the following events:

921 If Developer fails to comply with the Schedule;

922 If Developer (or if Developer is a corporation or other business
entity, any principal of Developer) is convicted of a felony, a
fraud, a crime involving moral turpitude, or found liable in a civil
claim for fraud or any unfair or deceptive act or practice that
Franchisor believes is reasonably likely to have an adverse effect
on the System, the Proprietary Marks, the goodwill associated
therewith, or Franchisor's interest therein;

923 If Developer or any partner or sharcholder in Developer purports to
transfer any rights or obligations under this Agreement or any
interest in Developer 1o a third party without Franchisor's prior
written consent, contrary to Article VIII:

924 If Developer (or if Developer is a corporation or other business
entity, any principal of Developer) fails to comply with the in-term
covenanis in Article X1 or fails to obtain execution of the
covenants required under Section 11.%;

915 If, contrary to the terms of Anicle VII, Developer discloses or
divulges any confidential information provided to Franchisor by
Franchisor;
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926 If an approved transfer is not effected within a reasenable time, as
required under Section 9.3 hereof, following Developer's death or
mental incompetence;

927 If Developer knowingly maintains false books or records or
submits any false reports to Franchisor, or if Developer made any
material false statements to Franchisor in connection with its
application for development rights or any franchise;

928 If Developer repeatedly fails to pay on a timely basis its taxes or
other governmental charges, rent, lease payments or payments to
suppliers or other trade creditors;

929 If Developer repeatedly is in default under Section 9.3 for failure
substantially to comply with any of the requirements imposed
under this Agreement, whether or not cured after notice;

9210 If Developer knowingly fails to comply with the requirements of
Article XII.

93 Excepl as provided in Sections 9.1 and 9.2, Developer shall have thirty
(30) days after receipd from Franchisor of & written Notice of Termination
within which to remedy any default hercunder and provide evidence
thereof to Franchisor. If any such default is not cured within that time, or
such longer period as applicable law may require, this Agreement shall
terminate without further notice to Developer immediately upon the
expiration of said period. Developer shall be in default hereunder for any
failure o substantially comply with any of its obligations under this
Agreement or to carry oul the terms of this Agreement in good faith, Such
defaults include, without limitation, the occurrence of any of the following
evEnts:

93.1 I Developer fails to submit when due any reports, financial
information or other information or documents required by
Franchisor under this Agreement;

932  If Developer fails to observe or maintain any of the standards or
procedures prescribed by Franchisor in this Agreement, in
Franchisor’s Confidential Operations Manuals, or otherwise in
writing;

933 Il Developer misuses or makes any unauthorized use of the
proprietary Marks;

934 If Developer dircctly or indirectly commences or conducts any
business operation, or markets any product or service under any
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name or proprietary mark which, in Franchisor’s sole opinion, is
confusingly similar to the Proprietary Marks:

835 If Developer fails to obtain Franchisor's prior approval or consent
as required under this Agreement;

936 If Developer is in material default under the terms of any Franchise
Agreement between Franchisor amd Developer, regardless of
whether such agreement is terminated by Franchisor.

ARTICLE X, OBLIGATIONS UPON TERMINATION OR EXPIRATION

10.1  Upon the expiration of this Agreement, or its termination for any reason,
all Developer's rights hereunder shall terminate. In particular, and without
limiting the foregoing, Developer shall:
0Ll Immediately deliver to Franchisor or its designee, all materials

provided by Franchisor relating to development of the Option
Area, including, without limitation, plans, specifications, designs,
records, data, samples, models, programs, training ftapes,
handbooks, drawings, records, files, invoices, instructions,
correspondence, and all copies thereof, all of which are
acknowledged to be Franchisor's property, and retain no copy or
record of any of the foregoing except Developer’s copy of this
Agreement and such documents as Developer reasonably needs for
compliance with any provision of law.

112  Promptly pay all sums owing to Franchisor, it subsidiaries.
affiljates, and divisions,

13 Comply with all requirements under this Agreement which
expressly or by reasonable implication apply to Developer's
conduct after lermination or expiration,

102 If this Agreement is terminated for default, in addition to all its other
obligations under this Article X, Developer shall pay Franchisor all
damages, costs and expenses, including reasonable legal and accounting
fees, incurred by Franchisor as a result of Developer’s default and/or in
connection with obtaining injunctive or other relief for enforcement of any
provisions of this Aricle X.

103  Termination or expiration of this Agreement shall not affect the rights of
Developer to operate other Jason's Delis in accordance with the terms of
any other Franchise Agreements then in effect between Franchisor and
Developer. Notwithstanding the foregoing, termination of this Agreement
or any default hereunder may be default under and cause for termination
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of any other Franchise or Development Agreement between Franchisor
and Developer.

ARTICLE X1. COVENANTS NOT TO COMPETE

11.1

1.2

113

During the term of this Agreement, Developer covenants that Developer
shall not, either directly or indirectly, for itselfl or through, on behalf of, or
in conjunction with any person, persons, or legal entity, divert or attempt
o divert, any business or customer of a Jason's Deli to any competitor, by
direct or indirect inducement or otherwise, do or perform, directly or
indirectly, any other act injurious or prejudicial to the goodwill associated
with the Proprictary Marks and the System.

During the terms of this Agreement and for a period of two (2} years afier
its termination or expiration, Developer covenants that Developer shall
not, either directly or indirectly, employ or seek to employ any person who
is at the time (or was within the previous twelve (12) months) employed
by Franchisor or by any other Franchisee of Franchisor or Developer
without the prior express permission of such employer, or otherwise
directly or indirectly induce any such employee to leave his or her
employment.

Developer specifically acknowledges that, pursuant to this Agreement,
Developer will receive valuable specialized training and confidential
information, including without limitation, information concerning the
operation, sales, promotional and marketing methods and techniques of
Franchisor and the System. Developer covenants as follows:

Hal  During the terms of this Agreement, except as otherwise approved
in writing by Franchisor, Developer shall not, either directly or
indirectly, or for itsell or through, on behalf of, or in conjunction
with, any person, persons or legal entity, own maintain, operate,
engage in, be employed by, or have any interest in any business
similar to a Jason's Deli franchise (except pursuant to other Deli
Management, Inc. Development Agreements or  Franchise
Agreements between Developer and Franchisor) anywhere within
the United States.

1132 For a peried of two (2) years afier the termination or expiration of
this Agreement, Developer shall not, directly or indirectly, have
any interest in any business similar to the Deli Management, Inc.
franchise and located within twenty-five (23) miles of any Deli
established hereunder (or if no Delis have been established within
the Option Area) or within twenty-five (25) miles of any other
Jason's Deli in existence or planned as of the time of termination
Or expiration.
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114  Section 11.3 shall not apply to ownership by Developer of less than a five
percent (3%) beneficial interest in the outstanding equity securitics of any
publicly held corporation, as defined in Section §.2.

1.5 The parties agree each of the foregoing covenanis shall be construed as
independent of every other covenant or provision of this Agreement. I7 all
or any portion of a covenant in this Article X1 is held unreazonable or
unenforceable by a court or agency having valid jurisdiction in an
unappeased final decision to which Franchisor is a party, Developer
expressly agrees to be bound by any lesser covenant subsumed within the
terms of such covenant that imposes the maximum duty permitted by law,
as if the resulting covenant were separately stated in and made a part of
this Article X1

1.6 Developer understands and acknowledges that Franchisor, in its sole
discretion, shall have the right, 1o reduce the scope of any covenant set
forth in this Aricle X1, or any portion thereof, without Developer's
consent, effective immediately upon receipt by Developer of written
notice thereol: and Developer agrees to comply forthwith any covenant as
so reduced, which shall be fully enforceable notwithstanding the
provisions of Section 16.2.

117 Developer expressly agrees the existence of any claims it may have
against Franchisor, whether or not arising from this Agreement, shall not
constitute a defense to the enforcement by Franchisor of the covenants in
this Article X1. Developer shall pay all cosis and expenses (including
without limitation, reasonable legal and accounting fees) incurred by
Franchizor in connection with enforcement of this Article X1,

118 Developer acknowledges that Developer's violation of the terms of this
Article X1 would result in irrgparable injury to Franchisor for which no
adequate remedy at law may be available, and Developer accordingly
consents to the issusnce of an injunction prohibiting any conduct by
Developer in violation of the terms of this Article X1, In the event
Developer does not comply with the aforesaid covenants as of the date
they would go into effect under the terms of the Agreements, the time such
covenants begin to run shall commence on the later of either the date at
which Developer does comply or the date at which a court order
compelling compliance goes into effect.

119 At Franchisor's request, Developer shall obtain and deliver executed
covenants similar o those set forth in this Article X1 from any or all
persons who have or may have an ownership interest in Developer or in
this Agreement or who receive or have access to training and other
information under the System. Such covenants shall be in a form
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satisfactory 1© Franchisor including, without limitation, specific
identification of Franchisor as a third party beneficiary of such covenanis
with the independent right 1o enforce them.

ARTICLE XIL TAXES, PERMITS, INDEBTEDNESS

121

Developer shall promptly pay all taxes levied or assessed when due,
including, without limitation, unemployment and sales taxes and all
accounts and other indebtedness of every kind incurred by Developer in
the development of the Option Area. Developer shall pay to Franchisor an
amount equal to any sales tax, gross receipts tax or similar tax (other than
income ax or similar tax) imposed on Franchisor with respect to any
payments o Franchisor required under this Agreement, unless the tax is
credited against income tax otherwise payable by Franchisor.

In the event of any bona fide dispute as to Developer's liability for taxes
assessed or other indebtedness. Developer may contest the validity or the
amount of the tax or indebtedness in accordance with procedures of the
taxing authority or applicable law; however, in no event shall Developer
permit a tax sale or seizure by levy or execution or similar writ or warrant,
or anachment by a creditor to occur against the property of Developer or
any improvements thereon.

Developer shall comply with all federal, state and local laws, rules and
regulations and shall timely obtain any and all permits, certificates or
licenses necessary for the full and proper conduct of its business,
including, without limitation, licenses to do business, fictitious name
registrations, sales tax permits and fire clearances.

Developer shall notify Franchisor in writing within five (5) days of the
commencement of any action, suit or proceeding, and of the issuance of
any order, wril, injunction, award or decree of any court, agency or other
governmental instrumentality which may adversely afTect the operation or
financial condition of Developer,

ARTICLE XIIL INDEPENDENT CONTRACTOR

131

It is understood and agreed by the parties hereto that this Agreement does
not create a fiduciary relationship between them; that Developer shall be
an independent contractor; and that nothing in this Agreement is intended
to constitute either party as an agent, legal representative, subsidiary, joint
venlurer, pariner, employee or servant of the other for any purpose
whatsoever. Developer shall control all details of the work performed by
its employvees.
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132 During the term of this Agreement, Developer shall hold itsell out to the
public as an independent contractor operating pursuant w an Area
Development Agreement from Franchisor. Developer agrees to take such
action as may be necessary 1o doso.

133 It is understood and agreed that nothing in this Agreement awthorizes
Developer to make any contract, agreement, warranty or representation on
Franchisor’s behalf, or to incur any debt or obligation in Franchisor's
name; and Franchisor shall in no event assume liability for, or be deemed
lhable hereunder as a result of any such action; nor shall Franchisor be
liable by reason of any act or omission of Developer in the conduct of its
business or for any claim or judgment arising therefrom against Developer
or Franchisor,

ARTICLE X1V, INDEMNIFICATION

141  As used in this Article XIV, the phrase “Losses and Expenses™ shall
include without limitation, all losses, compensatory, exemplary or punitive
damages, fines, charges, costs, lost profits, attomeys’ fees, accountants’
fees, expert witness' fees, expenses, courl costs, settlement amounts,
judgments, compensation for damages to Franchisor's reputation and
goodwill, costs of or resulting from delays, financing, costs of advertising
material and media timefspace, and costs of changing, substituting or
replacing the same, and any and all expenses of recall, refunds,
compensation, public notices and other such amounts incurred in
connection with the matters described.

142 Developer shall, at all times, indemnify and hold harmless to the fullest
extent permitted by law, Franchisor, its corporate afTiliates, successors and
assigns, and respective directors, officers, employees, agents and
representatives of each (collectively, the “Indemnities™) from all losses
and expenses incurred in connection with any action, suit, proceeding,
claim, demand, investigation or inquiry (formal or informal), or any
settlement thereof (whether or not a formal or informal), or any settlement
thereof (whether or not a formal proceeding or action has been instituted)
which arises out of or is based upon any of the following:

14.2.1 Developer’s violation, breach or asserted violation or breach of any
contract, federal, state or local law, regulation, rule, order, standard
or directive, or of any industry standard, including, but not limited
to, state and federal labor and employment laws;

1422 Libel, slander or any other form of defamation by Developer;

1423 Developer’s violation or breach of any warranty, representation or
obligation in this Agreement;
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14.24 Acts, erors or omissions of Developer or any of its agents,
servants, contractors, partners, affiliates or representatives.

13 Developer shall promptly notify Franchisor of any action, suit, proceeding,
claim, demand, inquiry or investigation as described in Section 14.2. If
Franchisor is or may be named as a party in any such action, Franchisor
may elect (but under no circumstances will be obligated) to undenake the
defense and/or settlement thereof

144 With respect to any action, suit, proceeding, claim, demand, inquiry or
investigation, Franchisor may, al any time and without notice, in order to
profect persons or property or the reputation or goodwill of Franchisor or
others, order, consent or agree to any settlement or take any remedial or
correclive action as Franchisor deems expedient if, in Franchisor's sole
judgment, there are reasonable grounds (o believe that:

194.1 Any act or circumstance enumerated in Section 14.2 have
occurred; or

1442 Any act, error or omission of Developer may result directly or
indirectly in damage, injury or harm to any person or any property.,

145 All losses and expenses incurred under this Article XIV shall be
chargeable to and paid by Developer pursuant to its obligations of
indemnity hereunder, regardless of any sctions, activity or defense
undertaken by Franchisor or the subsequent success or failure of such
actions, activity or defense.

46 Under no circumstance shall the indemnities be required or obligated to
seek recovery from third parties or otherwise mitigate their losses in order
to maintain any claim against Developer. Developer agrees that failure 1o
pursue such recovery or mitigate loss will in no way reduce the amounis
recoverable by indemnities from Developer.

147 The indemnities assume no liability whatsoever for any acts, errors, or
omissions or any persons with whom Developer may contract, regardless
of the purpose. Developer shall hold harmless and indemnify the
indemnities and each of them for all losses and expenses that may arise
out of any acts, errors or omissions of such third parties with whom
Developer may contract.
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ARTICLE XV, APFROVALS AND WAIVERS

151

152

153

Whenever this Agreement requires the prior approval or consent of
Franchisor, Developer shall make a timely written request to Franchisor
therefor, and such approval or consent shall be obtained in writing.

Franchisor makes no warranties or guarantees upon which Developer may
rely, and assumes no liability or obligation to Developer by providing any
walver, approval, consent or suggestions o Franchisee in connection with
any consent, or by reason of any neglect, delay or denial of any request
therefor.

Mo failure of Franchisor to exercise any power reserved to it under this
Agreement, or 10 insist upon compliance by Developer with any obligation
or condition in this Agreement, and no custom or practice of the parties at
variance with the terms hereof, shall constitute a waiver of Franchisor's
rights to demand exact compliance with any term of this Agreement
Waiver by Franchisor of any particular default shall not affect or impair
Franchisor’s rights with respect to any subsequent default of the same or a
different nature; nor shall any delay, forbearance or omission by
Franchisor to exercise any power or right arising out of any breach or
default by Franchisee of any terms, provisions or covenants of this
Agreement affect or impair Franchisor’s rights; nor shall such constitute a
waiver by Franchisor of any rights hereunder or rights to declare any
subsequent breach or default,

ARTICLE XVI. NOTICES

6.1 All notices hereunder shall be in writing and shall be personally delivered

or mailed by certified or registered mail, return receipt requested, to the
respective parties at the following addresses, unless and until a different
address has been designated by written notice to the other party:

Nowices fo Franchisor:

Deli Management, Inc.

c/'o Trow Cormier

350 Pine Street — Suite 1775
Beaumont, TX 77701

Area Development Agrecment - Exhibit “D” M

FTC-0534



Norices to Developer:

ARTICLE XVII. ENTIRE AGREEMENT

171 This Agreement, all exhibits o this Agreement, and all ancillary
agreements exccuted contemporancously with this Agreement, constitute
the entire Agreement between the parties with reference to the subject
matter of this Agreement and supersede any and all prior negotiations,
understandings, representations and agreements; provided, however, tha
nothing in this or any related agreement is intended to disclaim the
representations we made in the Disclosure Document that we fumished to
you. You acknowledge that you are entering into this Agreement znd all
ancillary agreements executed contemporaneously with this Agreement as
a result of your own independent investigation of the Franchised business
and not as a result of any representations about us made by our
shareholders, officers, directors, emplovees, agents, representatives,
independent contractors or Franchisees that are contrary to the terms set
forth this Agreement, or of any Franchise Disclosure Document,
prospectus, disclosure document or other similar document required or
permitted 1o be given to you pursuant to applicable law.

172 Except for those permitted to be made unilaterally by Franchisor
hereunder, no amendment, change or variance from this Agreement shall
be binding on cither party, unless mutually agreed to by the parties and
executed by their authorized officers or agents in writing.

ARTICLE XVIII. SEVERABILITY AND CONSTRUCTION

18] Except as expressly provided to the contrary herein, cach portion, section,
part, term andior provision of this Agreement shall be considered
severable; and, if for any reason, a pertion, section, part, term andfor
provision herein is determined to be invalid and contrary to, or in conflict
with, any existing or future law or regulation by a court or agency having
valid jurisdiction, such shall not impair the operation of, or have any other
effect upon, such other portions, sections, parts, terms and/or provisions of
this Agreement as may remain otherwise intelligible; and the latter shall
continue to be given full force and effect and bind the parties hereof: and
said invalid portions, sections, parts and/or provisions shall be deemed not
to be a part of this Agreement.

F3
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182

183

184

Except as expressly provided to the contrary herein, nothing in this
Agreement 15 intended, nor shall be deemed to confer upon any person or
legal entity other than Developer, Franchisor, Franchisor’s officers,
directors and employees, and such of Developer's and Franchisor's
respective successors and assigns as may be contemplated (and, as to
Developer, permitted) by Article VIII, any rights or remedies under or by
reason of this Agreement,

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

All captions in this Agreement are intended solely for the convenience of
the parties and none shall be deemed to affect the meaning or construction
of any provision hereof,

All references herein to the masculine, neuter or singular shall be
construed to include the masculine, feminine, neuter or plural, where
applicable; and all acknowledgments, promises, covenants, agreements
and obligations herein made or undertaken by Developer shall be deemed
Jjointly and severally undertaken by all those executing this Agreement on
behalf of Developer.

This Agreement shall be effective and binding on Franchisor only when
signed on behalf of Franchisor by one of the following individuals:

Troy Cormier, Ragan Edgerly or Joe Tortorice

ARTICLE XIX. APPLICABLE LAW

121

152

This Agreement takes effect upon its acceptance and cxccution by
Franchisor in Texas, and shall be interpreted and construed under the laws
thereof, which laws shall prevail in the event of any conflict of law;
provided, however, that if any provisions of this Agreement would not be
enforceable under the laws of Texas, then such provisions shall be
interpreted and construed under the laws of the state in which the premises
of the Franchised business is located.

THE PARTIES AGREE THAT ANY ACTION BROUGHT BY EITHER
PARTY AGAINST THE OTHER IN ANY COURT, WHETHER
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FEDERAL OR STATE, SHALL BE BROUGHT SOLELY WITHIN
THE JUDICIAL DISTRICT IN WHICH FRANCHISOR HAS ITS
PRINCIPAL PLACE OF BUSINESS (REAUMONT, TEX AS) AND DO
HEREBY WAIVE ALL QUESTIONS OF PERSONAL JURISDICTION
OR VENUE FOR THE PURPOSE OF CARRYING OUT THIS
PROVISION,

WAIVER OF RIGHTS: Both we and you waiver and agree not to include
in any pleading demand: class action claims: demand for trial by jury;
claims for lost profits; or claims for punitive, multiple, or exemplary
damages. If any pleading is filed that contains any of these claims or a
Jury demand, or if a court determines that all or any part of the waivers are
ineffective, then the pleading shall be dismissed with prejudice, leaving
the pleading party to its arbitration remedy. No claim by either of us can
be consolidated with claims of any other party. If such claims and
demands cannot be waived by law, then the parties agree that any recovery
will not exceed two (2) times actual damages.

No right or remedy conferred upon nor reserved to Franchisor or
Developer by this Agreement is intended to be, nor shall be deemed,
exclusive of any other right or remedy herein or by law or equity provided
or permitted, by each shall be cumulative of every other right orremedy.

Nothing herein contained shall bar Franchisor's right to obtain injunctive
relief against threatened conduct that will cause it loss or damages under
the usual equity rules, including applicable rules for obtaining restraining
orders and preliminary injunctions,

With respect to any provision of this Agreement which provides in effect
that Franchisor shall not unreasonably withhold or unreasonably delay any
consent or any approval, In no event shall Developer be entitled to make,
nor shall Developer make, any claim for, and Developer herehy waives,
any claim for, money damages; nor shall Developer claim any money
damages by way of setoff, counterclaim or defense, based upon any claim
or assertion by Developer that Franchisor has unreasonably withheld or
unreasonably delayed any consent or approval; but sole remedy shall be an
action or proceeding to enforce any such provision or for specific
performance, injunction or declaratory judgment.

ARTICLE XX, ACKNOWLEDGEMENTS

20.1

Developer acknowledges it has conducted an independent investigation of
the Jason's Deli System and recognized the business venture contemplated
by this Agreement involves business risks, and its success will be largely
dependent upon the liability of Developer as an independent businessman,
Franchisor expressly disclaims the making of, and Developer
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acknowledges it has not received any warranty or guaraniee, express or
implied, as 1o the potential volume, profits or success of the business
venture contemplated by this Agreement.

Developer further acknowledges it received the Disclosure Document
required by the Trade Repulation Rule of the Federal Trade
Commission at least fourteen (14) calendar days prior to the date on which
this Agreement was executed or before any payments were made to
Franchisor.

Developer acknowledges it has read and understood this Agreement.
attachments hereto, and any agreements relating thereto, and Franchisor
has accorded Developer ample time and opportunity 1o consult with
advisers of Developer's own choosing about the potential benefits and
risks of entering into this Agreement.

Developer represents and warmrants to Franchisor that neither Developer
ner any of Developer’s Principals, nor any of their respective affiliates is
identified. either by name or an alias, pseudonym or nickname, on the lists
of “Specially Designated Nationals™ or “Blocked Persons™ maintained by
the U.S. Treasury Department’s Office of Foreign Assets Control (1exts
currently available at www.treas gov/offices/enforcement/ofac’). Further,
Developer represents and warrants that neither it nor any of Developer’s
principals or affiliates referred 10 above has violated, and each of them
agrees not to violate, any law prohibiting corrupt business practices,
money laundering or the aid or support of persons who conspire to commit
acts of fterror against any person or government, incleding acts prohibited
by the US.  Pariot  Aet  (ext  cumently  available
at  httpefwww freas goviolfices/enforcement/ofac/legal/eo/ | 3224.pd1), or
any similar law. The foregoing constitute continuing representations and
warranties, and Developer shall immediately notify Franchisor in writing
of the occurrence of any event or the development of any circumstance
that might render any of the foregoing representations and warranties
false, inaccurate or misleading.
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IN WITNESS WHEREQF, the parties hereto have duly executed, sealed and delivered

this Agreement as of the day and vear written below.

WITNESSES:

DEVELOPER:

By

Title:

Date:

FRANCHISOR:
DELI MANAGEMENT, INC.

By:

Troy Cormier
Chief Executive Officer; Chief Financial
Officer and Director

Dhate:
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DELI MANAGEMENT, INC.

AREA DEVELOPMENT AGREEMENT

Opiiva Area Description

The Optien Area referred to in Section 3,1 of the
Arca Development Agreement is described as follows:

Initial;
Initial:
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DELI MANAGEMENT, INC.

AREA DEVELOPMENT AGREEMENT

Development Schedule
Total Mumber of Dev it By (Date):
ig and In ration In
the Dption Area
INITIAL:
INITIAL:
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Deli Management, Inc. (" Franchiser™) and

SITE ADDENDUM
Io
DELI MANAGEMENT, INC, FRANCHISE AGREEMENT

{(“Franchisee") have this date, . entered into a certain Deli
Management, Inc. Franchise Agreement (“Franchise Agreement”) and desire to supplement
its terms as set forth below. The parties therefore agree as follows:

SITE SELECTION

I

Within one hundred cighty (180) days after execution of the Franchise
Apreement, Franchisee shall acquire or lease, at Franchisee's expense, a
location for the Jason’s Deli restavrant (“Deli® or Franchised Business™ al a
site accepted by Franchisor as hereinafier provided.

Franchisee's site shall be located within the following general area (“General
Area™): . General Arca
is described solely for the purpose of limiting the area within which
Franchisee may seek a location for the Deli. Nothing in the Franchise
Agreement or in this Addendum shall be deemed to prevent Franchisor from
granting Franchises to others for locations within the General Area a1 any
time,

IT Franchisee has not acquired or leased an acceptable location within the
General Area within the time provided in Paragraph |, either Franchisor or
Franchisee may, at its option, cancel the Franchise Agrecment.

a) IF Franchisee fails to obtain an acceptable site and elects to cancel
within one hundred eighty (180) days after execution of the Franchise
Agreement, Franchisee shall be entitled to a refund of seventy percent
(70%) of the initial franchise fee paid by Franchisee provided tha
Franchisee is not otherwise in default of the Franchise Agreement or
any other agreement between Franchisee and Franchisor. The refund
will be paid within thirty (30) days after Franchisor's receipt of the
written notice of cancellation, which must be received within one
hundred eighty (180) days after execution of the Franchise Agreement.
The initial franchise fee is not refundable, in whole or in part, under
any other circumstances,

bi Failure by Franchisee to acquire or lease an acceptable location within
the time provided in Paragraph | above shall constitute default under
the Franchise Agreement, for which Franchisor may terminate the
Franchise Agreement, as provided therein.
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SITE APPLICATION

L

LEASE

Prior to leasing or purchasing a site for the Deli, Franchisee shall submit 1o
Franchisor, in the form specified by Franchisor, a completed site application,
and such other information or materials as Franchisor may reasonably require,
together with a letter of intent or other evidence satisfactory to Franchisor
confirming Franchisee’s favorable prospects for obtaining the site. Franchisor
shall have thirty (30) days after receipt of a complete site application from
Franchisee to accept or reject, in Franchisor’s sole discretion:

Franchisee shall be responsible for all expenses in connection with the
completion of the site application, including but not limited to, costs of
demographic analyses, drafting and copying of site plans, maps, aerial and
ground photographs, and professional services:

Franchisor shall inspect site(s) proposed by Franchisee: however, Franchisor
shall be obligated 0 conduct a single site visit. Franchisor will conduct, or
cause its agent to conduct, the first such inspection at no charge to Franchisee.
Thereafter, Franchisor may require Franchisee to reimburse Franchisor or its
agent for all reasonable expenses incurred in connection with site inspections,
including, but not limited to, travel, lodging and meals;

After a proposed location has been accepted by Franchisor and leased or
acquired by Franchisee as provided herein, pursuant to Section 1.3 of the
Franchise Agreement, that location shall be described in an attachment 1o the
Franchise Agreement as the accepted location.

If Franchisee will occupy the Deli premises under a lease, Franchisee shall submit a
copy of the lease to Franchisor for its review and acceptance prior to execution.
Acceptance by Franchisor shall be contingent upon the inclusion of provisions
restricting use of the premises to the Deli, the right of entry by Franchisor to inspect
the premises, the option of assignment to Franchisor upon termination or amendment
or non-renewal and the prohibition or assignment without Franchisor approval,
Franchisee shall be responsible for the performance of all its obligations as lessee or
sub lessee under the lease for the Deli premises.

SITE PREFARATION

Before commencing any construction or remodeling of the Deli, Franchisee shall
comply with all the following requirements to Franchisor's satisfaction:

Site Development Addendum — Exhibit “E*
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preliminary plans and specifications for site improvement and construction of
the Deli, based upon standard prototype drawings furnished by Franchisor;

Franchisee shall be responsible for obtaining all zoning and environmental
classifications and clearances that may be required by state or local laws,
ordinances, or regulations, or that may be necessary or advisable owing to any
applicable restrictive covenants, After having obained such classifications
and clearances, Franchisee shall submit final plans for construction or
remodeling based on the preliminary plans and specifications to Franchisor for
review and acceptance. Once accepted by Franchisor, the final plans may not
be substantially changed or modified without Franchisor’s permission;

Franchisee shall be responsible for obtaining all permits and certifications
required for the lawflul construction, remodeling and operation of the Deli and
shall certify to Franchisor that all such permits and certifications have been
obtained;

Franchisee shall employ a qualified licensed general contractor whe is
reasonably acceptable to Franchisor to complete all site improvemenis and
construction of the Deli. Franchisee shall obtain and maintain liahility
insurance as provided under Arnticle X111 of the Franchise Agreement during
the entire period of construction.

CONSTRUCTION

L

(]

If the accepted location is a build-to-suit, construction must commence within
one hundred twenty (120) days after Franchisor's acceptance of the site
application. IT the accepted location is an existing building, Franchisee shall
commence remodeling immediately upon obtaining possession of the
premises, but not later than sixty (60) days after Franchisor’s acceptance of
the site application;

Within ten (10) days after the event, Franchisee shall provide written notice o
Franchisor of the date when (i) construction of the Deli commenced or (i)
Franchisce obtained possession of the premises. For purposes of this
Addendum, construction shall be deemed to commence on the date on which
excavation for footings has begun. Thereafter, at least once every two (2)
weeks, Franchisee shall provide Franchisor a progress report, cither orally or
in wriling. as Franchisor may require. Franchisee agrees that Franchisor and
its agents shall have the right to inspect the location at all reasonable times for
the purpose of ascertaining that all work complies with the final plans
accepted by Franchisor;

Franchisee shall maintain continuous work on construction or remodeling of
the Deli premises, which shall be completed within the time period specified
in the final plans accepted by Franchisor. Franchisee shall be responsible for

Site Development Addendum — Exhibit “E" 3

FTC- 0532



the completion of all interior and exterior carpentry, electrical, painting and
finishing work, and the installation of all fumishings, fixtures, equipment and
signs in accordance with Franchisor's specifications;

Franchisee shall notify Franchisor of the date of completion of construction or
remodeling and within a reasonable time thereafter, Franchisor or its agent
shall conduct a final inspection of the Deli premises. Franchisee shall not
open the Deli for business without the express written authorization of
Franchisor, which shall be subject 1o Franchisee's sirict compliance with the
standards and specifications;

Franchisee shall open for business within ten (10) days after being authorized
by Franchisor to do so.

EFFECT AND INTERPRETATION

This Addendum shall be considered an integral part of the Franchise Agreement between the

parties hereto,
matter hereof.

and the terms of this Addendum shall be controlling with respect to the subject
Except as modified or supplemented by thiz Addendum, the terms of the

Franchise Agreement are hereby ratified and confirmed.

WITNESSES:

FRANCHISEE:

By:

Tithe:
Date;

FRAMCHISOR:
DELI MANAGEMENT, INC.

By:

Troy Cormier

Chief Executive OfTicer; Chief Financial
Officer, and Director

[ate:
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EXHIBIT “F"

LIST OF CURRENT FRANCHISEES
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ASOF DECEMBER 31, 20251

ALABAMA

Jen-Tex (fay Tortorice):
1395 Emerprise Way N.W.
Huntsville, AL 35806
Phone: (1536) 971-3325

Jen-Tex (Jay Tortorice):
4800 Whitesburg Dr, #400
Huntsville, AL 35802
Phone: (256) 883-7300

ARBANSAS
Deli Partners (Bourke Harvey / Robert Dozier):
745 E. Jovee Ave, 8114

Fayetieville, AR 72701
Phone: (4797 442-5000

Deli Partners {Bourke Harvey / Robert Dozier):
301 N. Shakleford, #H-1A

Little Rock, AR 72211

Phone: (501} 954-8700

Defi Partners {Bourke Harvey / Robert Dogier):
42009 E. MeCain Blvd.

M. Little Rock, AR 72117

Phone: (301) 954-8700

COLORADO
Buflshark, Inc. (Sean Lyons):
2440 5, Parker Road

Aurora, C0O 80013
Phone: (303)991.231]

Bulishark, fnc. (Stan Lyons):
549 Flat Iron Boulevard
Broomfield, CO B0022
Phone: (303)465-2882

Bullshark, Inc, (Stan Lyons);
9525 E. County Line Rd.
Englewood, CO 80012
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Phone: (303) 708-1448

Bullshark, Inc. (Stan Lyans):
1338 E Harmony Fd.

Fort Collins, CO 80325
Phone: (970) 204-9203

Bullshark, Inc. (Stan Lyons):
204 Union Blvd.

Lakewood, CO 80228
Phone: (303) 986-1111

ELORIDA

Wilrock LLC (Scott and Diana Willis):
2311 Santa Barbara Blvd

Cape Coral, FL 33991

Phone: (239) 458-8700

Wilrock LLC (Scott and Diana Willisi:
13550 Reflections Pkwy., Ste. 1-101
Fort Meyers, FL. 33907

Phone; (239) 590-9924

Wilreck LLC (Scoff and Diama Willis):
2700 Immokales Rd., Suites. 1 &2
Maples, FL 34110

Phone: (239) 593-9499

Wilrock, LLC (Scoif and Diana Willis:
16401 Corporate Commerce Way

FL. Myers, FL 33913

Phone: (239) 466-3354

INDIANA

Jen=-Tex (Jay Tortorice)
043 M. Green Faver Road
Evanaville, TN 47715
Phone: (812) 471-9905

10WA

Defi Vision (Scott Lukan / Scort Wilson):
3910 University Ave,

West Des Moines, LA 50266

Phone: (515) 222-9797
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KANSAS

LUNCH MONY {Kirk Jefferies):
3140 lowa St., #110

Lawrence, KS 660456

Phone: (785) 842-5607

LUNCH MONY (Kirk Jefferies):
16535 W, 119th St

Olathe, K5 66061

Phene: (913) 825-4422

LUNCH MONY (Kirk Jefferies):
6121 SW 12th St., #400

Topeka, KS 66604

Phone: (T85) 478-1144

LUNCH MONY (Kirk Jefferiex):
2000 M. Rock Road, #108
Wichita, K5 67206

Phone: (316) 636-4447

LUNCH MONY (Kirk Jefferies):
Ta4T W, 215t Street # 141
Wichita, K5 67205

Phone: (316) 721-4993

RENTUCKY

Jen-Tex (Jay Tortorice):
400 M. Hurstbourne, #101
Louisville, KY 40223
Phone: (502) 412-4101

Jen-Tex (Jay Tortorice):
480 Shelbyville Road
Louisville, KY 40207
Phone: (502) 896-0150

Jen=Tex (Jay Tortoricel:
134 Malabu Drive
Lexington, KY 40503
Phone: (859) 313-3128

LOUISIANA

Crescent Management, Ine, (Joe Modisette):
SROE Line Avenue

List of Franchisees — Exhibit “F~
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Shreveport, LA 71106
Phone: (318) 861-6952

MISSISSIPP]

Jden=-Tex (Jay Tortorice):
1067 E County Line Rd.
Jackson, M5 3921 ]
Phone: (601) 206-9191

MISSOURI

LUNCH MONY (Kirk Jefferies):
1100 Main Street, #101
Kansas City, MO 64081
Phone: (B16) 842-6655

LUNCH MONY (Kirk Jefferies):
9026 NW Skyview Ave.
Kansas City, MO 64154

LUNCH MONY (Kirk Jefferies):
1690 NW Chipman Rd.

Lee's Summit, MO 6408

Phone: (B16) 246-6400

NEW MEXICO

Coastal Deli, Inc. (Pat O'Boyle):
2105-B Louisiana MN.E.
Albuguerque, NM 87110

Phone: (505) B81-6700

Coastal Deli, Inc. {Par 0" Boyle):
3410 State Hwy. 528 NW
Albuguergue, NM 87114

Phone: (505) 897-92590

Coastal Deli, Inc. (Pat O'Boyle):
3920 Holly, Suwite A
Albuquergue, NM 87113

Phone: (505) 821-7100

Coastal Dell, Ine. (Pat ©'Bayle):
3845 E. Lohman Avenue

Las Cruces, NM 8801 |

Phone: (575) 521-0704
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NORTH CAROLINA

North Carofina State University:
C/O Dining Services! Charles D. Leffler

2610 Cates Ave.
Raleigh, NC 27607

SSP America (Pat Caroll)

Raleigh Durham Airport
[ 000 Trace Drive

RO Adrport, NC 27623
Phone: (703) 595-8673

Jen-Tex (Jay Tortorice):

3531 Edwards Road
Cincinmate, OH 45200
Phone: (513) 351-1685

Sen-Tex (Jay Tortorice):

1122 Gemint Place
Columbus, OH 43240
Phone: (614) 7E5-0431

Sen-Tex (Jay Tortorice):

225 W. Bridge
Dublin, OH 43017
Phone: (614) 336-3853
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OKLAHOMA

Deli Partners (Bourke Harvey / Robert Dozier):
78 5.E. 33nd Street

Edmond, OK 73013

Phone: (405) 330=1663

Deli Partners {Bourke Harvey / Robert Dozler):
950 Ed Moble Drive

Morman, OK 73072

Phone: (4035) 360-3600

Deli Partners (Bourke Harvey / Robert Dozier):
4236 NW Expressway, #120

Oklahoma City, OK 73116

Phaone: (405) £10-1800

NOSAS, Inc. (Monte Harrison):
1330 E, 15th Street

Tulsa, OK 74120

Phone: (918) 599.7777

NOSAJ, Inc. (Monte Harrison):
8321 =M Enst 615t Street

Tulsa, OK 74120

Phone: (918) 2520999

Deliworx (Kevin Patterson 7 Kent Holi):
1585 Chickering Lane

Cordova, TH 38018

Phone: (901) §44-1840

Jen-Tex fJay Tortorice):
3065 Mallory Lane
Franklin, TN 37067
Phane! (613) 771-2626

Deliwarx (Kevin Patterson / Kene Holi):
6 Stonebridge Blvd.

Jackson, TN 38301

Phone: (73 1) 660-0594

Volunteer Mgmit., LLC (James and Mark Lemonceili):
33 N. Peters Road
Knoxville, TN 37923
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Phone: (865) 357-3672

Defiworx (Kevin Patterson / Kent Holt):
1199 Ridgeway Rd.

Memphis, TH 38119

Phone: (901) 685-3333

Deliworx (Kevin Patterson / Kent Holi):
3473 Poplar Ave.

Memphis, TH 38111

Phone: (901) 324-3181

Jen-Tex (Jay Tortorice):
452A N, Thompson Ln.
Murfreesboro, TN 37129
Phone (6135-217-3239

Jen-Tex (Jay Tortericel:
2028 West End Avenue
Mashville, TN 37203
Phone: (615) 340-999]

1EXAS
LUNCH MONY (Kirk Jefferies):
1772 State Highway 351

Abilene, TX 79601
Phone: (325) 672-4232

LUNCH MONY (Kirk Jefferies):
34090 Catelaw Dr.

Abilene, TX 79606

Phone: (325) 692-1975

LUNCH MONY (Kirk Jefferies):
T406 Southvwest 34th St
Amarille, TX 79121

Phone: (806) 353-4440

LUNCH MONY (Kirk Jefferies):
2600 Wolfin Avenue - Suite C2600
Amarilla, TX 7121

Phone: (B06) BO3-2160

Coastal Deli, Ine. (Par 0" Boyle):
4365 Expressway 77/83, #9000
Brownsville, TX 78320
Phone: (956) 350-2400
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Coastal Deli, Tnc, (Par O"Bayle):
1416 Airline

Corpus Chrsti, TX 78412

Phone: (512) 992-4649

Coastal Deli, Inc. (Put ' Boyle):
5325 Saratoga, #200

Corpus Christi, TX 78413

Phone: (512) 980-8300

Coastal Deli, Inc. (Par 0'Boyle):
1604 West University Drive
Edinberg, TX 78759

Phome: (956) 250-8053

Hudson Group
Love Field Airport “C2346™
Dallas, TX

Deli Partners (Bourke Harvey / Robert Dozier):
2219 South Loop #2588

Denton, TX 76201

Phone: (B17) 484-1234

Coastal Deli, Inc. (Paf €' Bayle):
1355 George Dieter Dr.

El Paso, TX 79936

Phaome: (915) 5901-7600

Coastal Deli, Inc. (Pat (' Boyle):
8889 Gateway Blvd, West

El Paso, TX 79925

Phone: (915) 532-6200

Coaxtal Deli, Inc. (Pat " Boyle):
2224 S. Hwy 77, #100
Harlingen, TX

Coastal Deli Inc, (Pat O Boyle):
7410 Remcom Circle Suite M

El Paso, TX 79912
915-584-1800

5 Sisrers, Inc. (Vikki Modisetie):
103 W Loop 281, #201
Longview, TX 75604
Phone: (03} 663-3141
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Coastal Deli, Inc. (Pat Q" Boyle):
1308 US Expressway 83
McAllen, TX 78501

Phone: (956) 664-1700

Coastal Deli, Inc. (Bob Becquet):
4100 N, 2nd, #100

McAllen, TX TE504

Phone: (236) 664-21049

LUNCH MONY {Kirk Jefferies):
4610 N. Garfield Rd,, #11
Midland, TX 79705

Phone: (432) 682-2200

Jen=Tex (Jay Tortorice):
2B0 M, Business [-35
Mew Braunfels, TX 78130
Phome: (830) 620-4901

LUNCH MONY (Kirk Jefferies):
3167 E. University Blvd., Ste, |
Odessa, TX T9762

Phone: (432) 362-3135

JDSA, Inc. (Kyle Beck):
1141 M. FM 1604 East, #1038
San Antonio, TX 782358
Phone (210) 545-6E88

SIDSA, fne, (Kyle Beck):
25 Northeast Loop 410
aan Antonio, TX 78216
Phone: {(210) 524-9288

JDSA, Inc. (Kyle Beck):
3819 Northwest Loop 410
San Antonio, TX 78230
Phone: (210) 647-5000

JISA, Fac, (Kyle Beck):
0933 TH-10 West

san Antonio, TX TE230
Phone: (210) 690-3354

JDSA, Inc. (Kyle Beck):

5607 W Loop 1604 North

San Antonio, TX 78253
List of Franchisces — Exhibit “F"
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210-680-0112

Jen-Tex (Jay Tortorice):
901-A Hwy. 80

San Marcos, TX TB6G66
Phone: (512) 393-3354

Coastal Deli, Inc. (Pai 0'Boyle):
5301 M. Navarro Sirect

Yictoria, TX 77904

Phone: (361) 575-3354

LUNCH MONY (Kirk Jefferiex):
2907 Garnett Avenue

Wichita Falls, TX 76308

Phone: (940) 761-5313

JDDA (Favon Yoo):

Terminal B George Bush Intemnational Airport
Houston, TX

T13-443-5339
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STATE ADMINISTRATORS

STATE OF CALIFORNIA, Commissioner of the Department of Financial Protection
and Innovation, 320 West 4" Street, Suite 750, Los Angeles, California 20013; (213) 675-7500
or (B66) 2T5-2677.

STATE OF FLORIDA, Department of Agriculture and Consumer Services, Division of
Consumer Services, Plaza Level 10, The Capitol, 400 8. Monroe Street, Tallahassee, Florida
32399; (904) 922-2770.

STATE OF ILLINOIS, Lisa Madigan, lllinois Attorney General, Office of Atlormney
General, 500 South Second Street, Springfield. Ilinois 62706; (217) 782-1090,

STATE OF INDIANA, Securities Commissioner, Securities Division, 302 West
Washington Street, Room EN111, Indianapolis, Indiana 46204; (317) 232-6682.

STATE OF IOWA, Dennis Britson, Director of Regulated Indusiries Unit, lowa
Securitics Bureau, 2™ Floor, Lucas State Office Building, Des Moines, lowa, 50319; (515) 281-
4441,

STATE OF MARYLAND, Office of the Attomey General, Securities Division, 200 St
Paul Place, Baltimore, Maryland 21202-2020; (410) 576-636,

STATE OF MICHIGAN, Naie Knapper, Michigan Attorney General's Office, Consumer
Protection Division, Attn: Franchise Section, G. Mennen Williams Building, 1. Floor, 525 W,
Chtawa Street, Lansing, Michigan 48913; (517) 373-7117.

STATE OF MINNESOTA, Mike Rothman, Commissioner, Depariment of Commerce,
Securities Division, 85 7" Place East, Suite 280, St. Paul, Minnesota, 55101; (631 ) 339- 1600,

STATE OF NEBRASKA, Gene Schenkelberg, Securities Analyst, Depariment of
Banking and Finance, 1536 K Street, Suite 300, Lincoln, Nebraska 68508; (402) 471-3445,

STATE OF OREGON, Cecil Monroe, Division of Consumer and Business Services,
Finance and Corporate Securities, Labor & Industries Building, 350 Winter Sireet, N.E., Room
410, Salem, Oregon 97310; (503) 378-4387.

STATE OF RHODE ISLAND, Depantment of Business Regulation, 1511 Pontiac
Avenue, Cranston, Rhode Island 02920; (401) 462-9500,

STATE OF TEXAS, Dorothy Wilson, Statutory Document Section, Secretary of State,
1014 Brazos, Austin, Texas, TET01; (512) 475-1769,

STATE OF UTAH, Francine A. Giani, Executive Director, Division of Consumer
Protection, 160 East 304 South, Salt Lake City, Utah 84114; (B01) 530-4849,
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STATE OF VIRGINIA, State Corporation Commission, Division of Securities and

Retail Franchising. Tyler Building 9" Floor, 1300 E. Main Street, Richmond, Virginia 23219;
(B04) 371-9051.

STATE OF WASHINGTON, Asst. General Counsel, Department of Financial

Institutions, Securities Division, P.O. Box 9033, Olympia, Washington, 98507-9033; (360) 902-
760,

STATE OF WISCONSIN, Franchise Registration, Division of Securities, Department of

Financial Institutions, 201 W. Washington Avenue, Suite 300, Madison, Wisconsin 53703: (608)
266-8557.

State Administrators — Exhibit “G™
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EXHIBIT “H"
CONFIDENTIALITY AND NON-COMPETITION AGREEMENT

(SAMPLE)

Exhibit “H" - Confidentiality & Non-Competition Agreement
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consideration of my employment by [Franchisee]
{“Enployer™), and One Dollar ($1.00), receipt of which

is acknowledged, and intending to be legally bound, 1 agree:

| have been advised that Employer is in possession of certain proprietary
information, some of which may be revealed to or leamed by me during my
training and my employment with Employer. | specifically acknowledge that
pursuant Lo this Agreement, | will receive valuable specialized training and
confidential information, including, but not limited to, information concerning the
recipes, operation, sales, promotional and marketing methods and technigues.

During the term of my employment with Employer or at any time thereafter, [ will
not directly or indirectly use or disclose to anyone or authorize disclosure of any
confidential or proprietary information or trade secrets which may be revealed to
me or leamed by me during the course of my training with Deli Management, Inc.
or my employment with Employer,

| acknowledge that the confidential information and trade secrets with which |
may become familiar are essential to Employer’s business and are owned and
shall continue to be owned solely by Employer or Deli Management, Ine. Under
no circumstances will 1 remove from Employer’s place of business any of
Employer's books, records, customer lists or training materials or any copies of
such documents without the written permission of Employer. Under no
circumstances will 1 make copies of such books, records, documents, customer
lists or training materials, except as specifically awthorized in writing by
Employer. | agree that al the termination of my employment whether or not that
termination is voluntary, | will return to Employer immediately any and all
materials conceming processes, equipment, business methods or financial
condition issued to me during training or employment or otherwise in my
possession of control.

| acknowledge that any unauthorized disclosure of any trade secret or confidential
or proprictary information revealed to me or leamed by me during the course of
my employment with Employer or engaging in any other activities forbidden by
this Agreement would result in irmeparable harm to Employer and possibly Deli
Management, Inc. | agree that such unauthorized disclosure or activity would
warrant Employer obtaining among other things, an immediate injunction
restraining further unauthorized disclosure or activity.

| also agree that | shall not, for a period of two (2) vears from the date of my
separation of service from Employer, for any reason whatsoever, directly or
indirectly, either as an employee, employer, consultant, agent, principal partner,
stockholder, corporate officer, director, or in any other individual or
representative capacity, engage or participate in a restaurant business similar 1o a
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Jason's Deli, or own buildings, equipment or fixtures necessary to carry on such
activities within a twenty five (25) mile radius of any deli location owned by Deli
Management, Inc., Employer or a franchisee of Deli Management, Inc.. in
existence at the time of my separation.

DATED this day of

AGREELD:

l-:mplﬂ:.-m:

ACCEPTED:

Franchisee/Employer

Exhibit “*H" - Confidentiality & Non-Competition Agreement Paye 20f 2
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EXHIBIT 1"

STATE SPECIFIC ADDENDA AND AMENDMENTS
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ADDENDUM TO DELI MANAGEMENT, INC.
CALIFORNIA DISCLOSURE DOCUMENT

The following paragraphs are added to the Disclosure Document:

wiyvw asonsdeli.com

OUR WEBSITE HAS NOT BEEN REVIEWED OR APPROVED BY THE
CALIFORMIA DEPARTMENT OF BUSINESS OVERSIGHT, ANY
COMPLAINTS CONCERNING THE CONTENT OF THIS WEBSITE MAY BE
DIRECTED TO THE CALIFORNIA DEPARTMENT OF FINANCIAL
PROTECTION AND INNOVATION at www.dfpi.ca.gov.

There are no exclusive territorial rights conveyed by the execution of a Franchise Agreement,
Exclusive territorial rights may only be conferred by execution of an Arca Development
Agreement. Without an Area Development Agreement, you may experience competition from
other Jason's Deli outlets in your area operated cither by us or other franchisees.

Pursuant to regulations promulgated under the California Franchise Investment Law, the
following paragraphs are added at the end of ltem 17 of the Disclosure Document:

W in it Transfer and Nonrenewal.
California Business and Professions Code Sections 2000 through 20043 provide
rights to franchisees concemning termination, transfer or nonrenewal of a
franchise. If the Franchise Agreement contains a provision that is inconsistent
with the law the law will control.

Termination Upon Bankrupicy, The Franchise Agreement provides for

termination upon bankruptey. This provision may not be enforceable under
federal bankruptey law (11 ULS.C.A. Sec. 101 et sep.)

Post Termination Noncompetition Covenants, The Franchise Agreement
contains a covenant not 1o compete which extends beyond the termination of the
respective agreement. These provisions may not be enforceable under Califomia
law.

Applicable Law, The Franchise Agreement requires application of the
laws of Florida with certain exceptions. These provisions may not be enforceable
under California law.,

Venue, The Franchise Agreement requires venue to be limited 1o Texas.
This provision may not be enforceable under California law. Prospective
franchisees are encouraged to consult private legal counsel to determine the
applicability of California and federal laws (such as Business and Professions
Code Section 20040.5 Code of Civil Procedure Section 1281, and the Federal

Exhibin “1I”" - CA
Addendum to California Disclosure Document
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Arbitration Act) to any provisions of the franchise agreement restricting venue to
a forum ouwtside the State of California.

Releases. You must sign a general release of claims il you renew or
transfer your franchise. California Corporations Code Section 31512 voids a
waiver of your rights under the Franchise Investment Law (California
Corporations Code Sections 31000 through 31516). Business and Professions
Code Section 20010 voids a waiver of your rights under the Franchise Relations
Act (Business and Professions Code Sections 2000 through 20043).

Matersal Modifications. California Corporations Code, Section 31125
requires us fo give you a disclosure document, approved by the Department of
Corporations before we ask you to consider a material modification of vour
franchise agreement.

securities Orders. Meither the franchisor nor any person disclosed in Item
2 of the Disclosure Document is subject to any currently effective order of any
national securities association or national securities exchange, as defined in the
Securities Exchange Act of 1934, 15 US.C.A. 78a et seq. suspending or
expelling such persons from membership in such association or exchange.

Health Department. Local county health departments inspect restaurants
and other retail food facilities to ensure compliance with safe food handling

practices and adequacy of kitchen facilities.

Personal Giuaraniee, Franchisees and all owners must sign a personal
guarantee, making you and your spouse individually liable for your financial
obligations under the agreement if you are married. The guarantee will place your
and your spouse’s marital and personal assets at risk if vour franchise fails.

The following paragraph is added as 29 to the Franchise Agreement:
MNothing in the Franchise Agreement or any other related Agreement is intended to
disclaim the representations franchisor has made in the Franchizse Disclosure
Document.

ltem 5 and 7 are amended as follows:
All initial fees and payments shall be deferred until such time as the franchisor
completes its initial obligations and the first outlet opens.
ltem 6 is amended as follows:
The highest interest rate allowed by law in California for late payments is 10% annually.

Exhibit “I" — CA
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The following is added to the Franchise Agreement and Area Development Agreement:

All initial fees and payments shall be deferred until such time as the franchisor
completes its initial obligations and the first outlet opens.

THE CALIFORNIA FRANCHISE INVESTMENT LAW REQUIRES THAT A COPY OF ALL
PROPOSED AGREEMENTS RELATING TO THE SALE OF THE FRANCHISE BE DELIVERED
TOGETHER WITH THE OFFERING CIRCULAR (14 days prior to execution of agreement) (Rule
310.114.13.

The effective date of this Franchise Disclosure Document of the Staie of California is March
31, 2023,

Exhibit “I" - CaA
Addendum to California Disclosure Document
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ADDENDUM TO THE DELI MANAGEMENT, INC.
FRANCHISE DISCLOSURE DOCUMENT
AS REQUIRED BY THE STATE OF FLORIDA
The State of Florida has not reviewed and does not approve, recommend, endorse or
sponsor any business opportunity. The information contained in this disclosure has not been

verified by the state, If you have any questions about this investment, see an attormey before you

sign a contract or agreement,

The effective date of the Franchise Disclosure Document for the State of Florida is March 31, 2023,

Exhibit “I" - FL.
Addendum to Franchise Disclosure Document
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ILLINOIS ADDENDUM TO
DELI MANAGEMENT, INC.
FRANCHISE DISCLOSURE DOCUMENT

Ttem 5 and Item T are modified to read:

Eranchize Feg, Payment of the Franchise Fee is deferred until we have completed all our
initial obligations to you and your first outlet opens.

A deferral requirement has been imposed by the lllinois Attomey General's office based
on the Franchisor's financial condition.

Item 17 is modified to include the following sentence:

The conditions under which you can be terminated and your rights on non-renewal may
be affected by llinois law, 8135 ILCS 705/19 and 705/20.

Item 17 is modified to include the following:
[llimois law shall govern the Agreement(s).

Payment of Initial Franchise and Development Fees will be deferred until Franchisor has
met its initial obligations, and franchisee has commenced doing business, This financial
assurance requirement was imposed by the Office of the lllinois Attorney General due to
Franchisor’s financial condition,

In econformance with Section 4 of the [llinois Franchize Disclosure Act, any provision in a
franchise agreement that designates jurisdiction and venue in a forum outside of the State
of Illinois is void. However, a franchise agreement may provide for arbitration to take
place outside of Illinois.

Franchisees” rights upon Termination and Won-Renewal are set forth in sections 19 and
20 of the Illinois Franchise Disclosure Act.

In conformance with section 41 of the lllincis Franchise Disclosure Act, any condition,
stipulation or provision purporting to bind any person acquiring any franchise to waive
compliance with the llinois Franchise Disclosure Act or any other law of Illinois is
vioid,

Exhibit “I"" - 1L
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RIDER TO THE DELI MANAGEMENT INC. FRANCHISE AGREEMENT
FOR USE IN ILLINOIS

This Rider is entered into this . 2023 (the “Effective Date™), between
Deli Management, Inc., a Texas corporation, with its principal business address at 350 Pine
Street = Suite 1775, Beaumont, Texas 77701 (referred to in this Agreement as “Franchisor,”
“we,” “ns" or “our™), and . whose
principal business address is (referred 1o in
this Agreement as “you,” “your” or “Franchisee”) and amends the Franchise Agreement
between the parties dated as of the Effective Date (the “Agreement™).

L. Precedence and Defined Terms. This Rider is an integral part of, and is

incorporated into, the Agreement, Nevertheless, this Rider supersedes any
inconsistent or conflicting provisions of the Agreement. Terms not otherwise
defined in this Rider have the meanings as defined in the Agreement.

7 2 Eranchise Fee, The llinois Aorney General's OfMice has determined that due to
Franchisor’s financial condition, payments of all inftial fees are deferred  until
such time as Franchisor completes its initial obligations and the first outletopens.

3. Termination, The following is added to the Agreement:

The conditions under which this franchise can be terminated and the parties’
rights on termination may be affected by lllinois law, 815 ILCS T05 / 1-44.

4, Limitation of Claims. The following is added to the Agreement:

Mo action can be maintained to enforce any liability created by Hlinois law unless
brought before the earlier of (i) the expiration of three (3) years after the act or
transaction constituting the violation upon which such action is based; (i) the
expiration of one (1) year afier you become aware of facts or circumstances
reasonably indicating that you may have a claim for relief in respect o conduct
governed by Hlinois law; or (iii) 90 days after delivery to vou of a wrilten notice
disclosing the violation.

5. Governing Law and Jurisdiction, The Agreement is also amended to state:

Iingis law governs this Agreement. The Franchisor and the Franchisee
irrevocably submit to the jurisdiction and venue of the federal and state courts in
Illincis for all matters coming under llinois law.

. Waiver of Jury Trial. Any provision of the Franchise Agreement waiving a jury
trial is deleted in its entirety.

Exhibit 1" = 1L
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Waiver of Complignge, The Agreement iz amended by adding the following:

Any condition, stipulation or provision purporting to bind any person acquiring
any franchise to waive compliance with any provision of this Act is void. This
Section shall not prevent any person from entering into a settlement agreement or
exccuting a general release regarding a potential or actual lawsuit filed under any
of the provisions of the Law, nor shall it prevent the arbitration of any elaim
pursuant to the provision of Title 9 of the United States Code.

Intending to be bound, you and we sign and deliver this Rider in two counterpants
effective on the Agreement Date, regardless of the actual date of signature.

gi‘i:Ll MANAGEMENT, INC. YOU:
By: By:_
MName: Name:
Title: Title:
Dane: Diate:
Exhibit *“1"* - IL
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RIDER T THE DELI MANAGEMENT INC, AREA DEVELOPMENT AGREEMENT
FOR USE IN ILLINOIS

This Rider is entered into this . 2023 (the “Effective Date™), between
Deli Management, Inc., a Texas corporation, with its principal business address at 350 Pine
Street = Suite 1775, Beaumnont, Texas 77701 (referred to in this Agreement as “Franchisor,”
“we,” “us” or “our”), and &
whose principal business address s <
{referred to in this Agreement as “you.” “vour” or “Franchisee™) and amends the Area
Development Agreement between the parties dated as of the Effective Date (the“ Agreement™).

L Precedence and Defined Terms, This Rider is an inmegral part of, and is
ingorporated into, the Agreement. Nevertheless, this Rider supersedes any

inconsistent or conflicting provisions of the Agreement. Terms not otherwise
defined in this Rider have the meanings as defined in the Agreement.

y ] Arca Development Fee, The lllinois Attorney General’s Office has determined
that due to Franchisor’s financial condition, payment of the Area Development

Fee is deferred until such time as Franchisor completes its initial obligations and
the first outlet opens.

3, Termination, The following is added to the Agreement:

The conditions under which this franchise can be terminated and the parties’
rights on termination may be affected by Hlinois law, 815 ILCS 705/ 1-44,

4, Limitation of Claims, The following is added to the Agreement:

Mo action ¢an be maintained to enforee any liability created by [llinois law unless
brought before the earlier of (i) the expiration of three (3) years afler the act or
transaction constituting the violation upon which such action is based; (i) the
expiration of one (1) year after you become aware of facts or circumstances
reasonably indicating that you may have a claim for relief in respect to conduct
governed by llinois law: or (iii) 90 days after delivery to vou of a written notice
disclosing the violation.

5 Governing Law and Jurisdiction, The Agreement is amended by adding the

following:

llinois law governs the Agreement. The Franchisor and the Franchisee
irrevocably submil to the jurisdiction and venue of the federal and state couns in
Iinois for all matters coming under lllinois law.

i Waiver of Jury Trial. Any provision of the Franchise Agreement waiving a jury
trial is deleted in its entirety.

Exhibit “" = IL
Rider to Area Development Agreement
FTC-05:2



Waiver of Compliance. The Agreement is amended by adding the following:

Any condition, stipulation or provision purporting to bind any person acquiring
any franchise to waive compliance with any provision of the law is void. This
Section shall not prevent any person from entering into a scitlement agreement or
executing a general release regarding a potential or actual lawsuit filed under any
of the provisions of this law, nor shall it prevent the arbitration of any claim
pursuant to the provisions of Title % of the United States Code.

Intending to be bound, you and we sign and deliver this Rider in two counterparts
effective on the Agreement Date, regardless of the actual date of signature.

g%]_[ MANAGEMENT, INC. YOU:
By By:
MName: Mame:
Title: Title:
Date: Dare:
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INDIANA ADDENDUM TO
DELI MANAGEMENT, INC.
FRANCHISE DISCLOSURE DOCUMENT

Notwithstanding anything to the contrary set forth in the Franchise Disclosure Document,

the following provisions shall supersede and apply to all franchises offered and sold in the State
of Indiana:

Motwithstanding the terms of the Franchise Agreement and of the Area Development
Agreement, the Franchise Agreement and Area Development Agreement will be
governed by Indiana law rather than Texas law,

The prohibition by Indiana Code 23-2-2.7-1(7) against unilateral termination of the
franchise without good cause or in bad faith, good cause being defined therein as a
material breach of the franchise agreement, shall supersede the provisions of the
Franchise Agreement and the Area Development Agreement in the State of Indiana to the
extent they may be inconsistent with such prohibition.

No release language set forth in the Franchise Agreement or Area Development
Agreement shall relieve the Franchisor or any other person, directly or indirectly, from
liability imposed by the law conceming franchising of the State ofIndiana.

The Franchizse Agreement, Area Development Agreement and Exhibits (Confidentiality,
MNon-solicitation and Moncompetition Agreement) are revised to limit the geographical
extent of the post-term covenant not to compete to Franchisee's Protected Territory for
all franchises sold in the State of Indiana.

MNotwithstanding the terms of the Franchise Agreement and the Area Development
Agreement (“Indemnification”), Franchisee will not be required to indemnify Franchisor
and the other Indemnities for any liability caused by Franchisee's proper reliance on or
use of procedures or materials provided by Franchisor or caused by Franchisor's
negligence.
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RIDER TO
DELI MANAGEMENT, INC.
FRANCHISE AGREEMENT
FOR USE IN INDIANA

This Rider is entered into this , 2023 (the “Effective Date”™), between
Deli Management, Inc., & Texas corporation, with its principal business address at 350 Pine
Street — Suite 150, Beaumont, Texas 77701 (referred to in this Agreement as “Franchisor,”
“we,” “us” or “our”),and , Whose
principal business address is {referred
to in this Agreement as “you,” “your™ or “Franchisee™) and amends the Area Development
Agreement between the parties dated as of the Effective Date (the “Agreement™).

1. Maotwithstanding the terms of the Franchise Agreement and of the Area Development
Agreement, the Franchise Agreement and Area Development Agreement will be
governed by Indiana law, rather than Texas law.

2 The prohibition by Indiana Code 23-2-2.7-1(7) against unilateral termination of the
franchise without good cause or in bad faith, good cause being defined therein as a
material breach of the franchise agreement, shall supersede the provisions of the
Franchise Agreement and the Area Development Agreement in the State of Indiana, to
the extent they may be inconsistent with such prohibition.

3 Mo release language set forth in the Franchise Agreement or Area Development
Agreement shall relieve the Franchisor or any other person, directly or indirectly, from
lighility imposed by the law concerning franchising in the State ofIndiana.

4, The Franchise Agreement, Area Development Agreement and Exhibits to the Franchise
Disclosure Document (Confidentiality, Non-solicitation and Noncompetition Agreement)
are revised to limit the geographical extent of the post-term covenant not to compete to
Franchisee's Protected Territory for all franchises sold in the State of Indiana.

5 MNotwithstanding the terms of the Franchise Agreement and the Area Development
Agreement (“Indemnification™), Franchisee will not be required to indemnify Franchisor
and the other Indemnities for any liability caused by Franchisee's proper reliance on or
use of procedures or materials provided by Franchisor or caused by Franchisor's
negligence.

Intending to be bound, you and we sign and deliver this Rider in two counterpars
effective on the Agreement Date, regardless of the actual date of signature.

Li%:
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Deli Management, Ine,

By:

MName:

Title:

Date:
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Mame;

Title:

Date:




RIDER TO
DELI MANAGEMENT, INC.
AREA DEVELOPMENT AGREEMENT
FOR USE IN INDIANA

Thiz Rider is entered into this , 2023 (the “Effective Dute™), between

Deli Management, Inc., a Texas corporation, with its principal business address at 350 Pine
Street — Suite 350, Beaumont, Texas 77701 (referred to in this Agreement as “Franchisor,”
“we,” “us” or “our™), and . whose

principal  business address s

(referred to in this Agreement as “you,” “vour” or “Franchisee™) and amends the Area
Development Agreement between the parties dated as of the Effective Date (the” Agreement™)

1.

Notwithstanding the terms of the Area Development Agreement, the Area Development
Agreement will be governed by Indiana law, rather than Texas law.

The prohibition by Indiana Code 23-2-2.7-1(7) against unilateral termination of the
franchise without good cause or in bad faith, good cause being defined therein as a
material breach of the franchise agreement, shall supersede the provisions of the Area
Development Agreement in the State of Indiana, to the extent they may be inconsistent
with such prohibition,

Mo release language set forth in the Area Development Agreement shall relieve the
Franchisor or any other person, directly or indirectly, from liability imposed by the law
concerning franchising in the State of Indiana.

The Area Development Agreement and Exhibits to the Franchise Disclosure Document
{Confidentiality, Non-solicitation and Noncompetition Agreement) are revised to limit
the geographical extent of the post-term covenant nol to compete to Franchisec's
Protected Territory for all franchises sold in the State of Indiana.

Notwithstanding the terms of the Arca Development Agreement (“Indemnification™),
Franchisee will not be required Lo indemnify Franchisor and the other Indemnities for any
liability caused by Franchisee's proper reliance on or use of procedures or materials
provided by Franchisor or caused by Franchisor's negligence,

Intending to be bound, you and we sign and deliver this Rider in two counterparts

effective on the Agreement Date, regardless of the actual date of signature,

i H
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Deli Management, Inc. YOU;

By: By:
Mame: Name:
Title: Title:
Date: Date:
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ADDENDUM TO DELI MANAGEMENT, INC."S FRANCHISE AGREEMENT
FRANCHISE PURCHASE AFFIDAVIT AND AREA DEVELOPMENT AGREEMENT

FOR THE STATE OF MARYLAND

The Deli Management, Inc. Franchise Agreement and if applicable, the Arca Development
Agreement, between, (“Franchisee™) and Deli Management, Inc., a
Texas Corporation (“Franchisor™), dated . (the “Agreements™} shall be
amended by addition of the following language, which shall be considered an integral part of this
Agreement (this “Amendment™):

MARYLAND LAW MODIFICATIONS

I.  The Marvland Securities Division requires that certain provisions contained in franchise
documents be amended to be consistent with Maryland law, including the Maryland
Franchise Registration and Disclosure Law. To the extent that the Agreement contains
provisions that are inconsistent with the following, such provisions are hereby amended:

S

Based upon the franchisor’s financial condition, the Maryland Securities
Commissioner has required a financial assurance. Therefore, all initial fees
and payments owed by franchisees shall be deferred until the franchisor
completes its pre-opening obligations under the franchise agreement. In
addition, all development fees and initial payments by area developers shall be
deferred until the first franchise under the development agreement opens.

The general release required as a condition of renewal, sale andfor
assignment/transfer shall not apply to any liability under the Maryland
Franchise Registration and Disclosure Law.

A franchisee may bring a lawsuit in Maryland for claims arising under the
Marvland Franchise Registration and Disclosure Law.

Any provision concemning termination of the Franchise Agreement upon the
filing of bankruptcy by the Franchisee may not be enforceable under federal
bankruptcy law (11 U.5.C. Section 101, et seq.).

All representations requiring prospective franchisees to assent 10 a release,
estoppel or waiver of liability are not intended to nor shall they act as a
release, estoppel or waiver of any liability incurred under the Maryland
Franchise Regisiration and Disclosure Law.

. Any claims arising under the Maryland Franchise Registration and Disclosure

Law must be brought within three years afier the grant of the franchise.

2. Each provision of this Amendment shall be effective only to the extent that the
jurisdictional requirements of the Maryland Franchise Registration and Disclosure Law,
with respect to each such provision, are met independent of this Amendment.
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N WITNESS WHEREOQF, the parties hereto have duly executed and delivered this Amendment
to the Franchise Agreement on this__  day of 20_, and/or the Area Development
Agreement of day of .20,

FRANCHISOR:

DELI MANAGEMENT, INC.,
A Texas Corporation

By

Mame:

Title:

FRANCHISEE:
By:

Marne:

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

Each of the following provisions is void and unenforceable if contained in any documents
relating to a franchise:

() A prohibition on the right of a franchisee to join an association of franchisecs.

(B} A requirement that a franchisee assent to a release, assignment, novation, waiver,
or estoppel which deprives a franchisee of rights and protections provided in this act. This shall
not preclude a franchisee, afier entering into a franchise agreement, from setiling any and all
claims.

i) A provision that permits a franchisor to terminate a franchise prior to the
expiration of its term except for good cause. Good cause shall include the failure of the
franchisee to comply with any lawful provision of the franchise agreement and to curve such
failure after being given written notice thereof and a reasonable opportunity, which in no event
need be more than 30 days, to cure such failure.

{dy A provision that permits a franchisor to refuse to renew a franchise without fairly
compensating the franchisee by repurchase or other means for the fair market value at the time of
expiration of the franchisee’s inventory, supplies, equipment, fixtures, and furnishings.
Personalized materials which have no value to the franchisor and inventory, supplics, equipment,
fixtures and furnishings not reasonably required in the conduct of the franchise business are not
subject W compensation. This subsection applies only if: (i) the term of the franchise is less than
five years and (ii) the franchisee is prohibited by the franchise or other agreement from
continuing to conduct substantially the same business under another trademark, service mark,
trade name, logo type, advertising or other commercial symbaol in the same area subsequent to
the expiration of the franchise or the franchisee does not receive al least six months’ advance
notice of franchisor’s intent not to renew the franchise.

(e A provision that permits the franchisor to refuse to renew a franchise on terms
generally available to other franchisees of the same class or type under similar circumstances,
This section does not require a renewal provision.

(1) A provision requiring that arbitration or litigation be conducied owtside this state.
This shall not preclude the franchisee from entering into an agreement, at the time of arbitration,
to conduct arbitration at a location outside this state.

(1:4] A provision which permits a franchisor to refuse to permit a transfer of ownership
of a franchise, except for good cause. This subdivision does not prevent a franchisor from
exercising a right of first refusal to purchase the franchise. Good cause shall include, but is not
limited to:
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i The failure of the proposed transferee 10 meet the franchisors then current
reasonably qualifications or standards,

(i) The fact that the proposed transferee is a competitor of the franchisor or

sub franchisor.

(i} The unwillingness of the proposed transferee to agree in writing to comply
with all lawful obligations.

(ivi  The failure of the franchisee or proposed transferee to pay any sums owing
to the franchisor or to cure any default in the franchise agreement existing
at the time of the proposed transfer.

thy A provision that requires the franchisee to resell to the franchisor items that are
not uniquely identified with the franchisor. This subdivision does not prohibit a provision that
grants to a franchisor a right of first refusal 1o purchase the assets of a franchise on the same
terms and conditions as a bona fide third party willing and able 1o purchase those assets, nor does
this subdivision prohibit a provision that granis the franchisor the right to acquire the assets of a
franchise for the market or appraised value of such assets if the franchisee has breached the
lawful provisions of the franchise agreement and has failed to cure the breach in the manner
provided in subdivision (¢).

] A provision which permits the franchisor to directly or indirectly convey, assign
or otherwise transfer its obligations o fulfill contractual obligations to the franchisee unless
provision has been made for providing the required contractual services.

If the franchisor’s mest recent financial statements are unaudited and show a net worlh of
less than $100,000.00, the franchisee may request the franchisor to arrange for the escrow of
initial investment and other funds paid by the franchisee until the obligations, if any, of the
franchisor 1o provide real estate, improvements, equipment, inventory, training or other items
included in the franchise offering are fulfilled. At the option of the franchisor, a surety bond
may be provided in place of escrow.

THE FACT THAT THERE 15 A NOTICE OF THIS OFFERING ON FILE WITH THE
ATTORNEY GENERAL DOES NOT CONSTITUTE APPROVAL, RECOMMENDATION,
OR ENDORSEMENT BY THE ATTORNEY GENERAL.

Any questions regarding this notice should be directed to:

Seate of Michigan
Depariment of Attomey General
CONSUMER PROTECTION DIVISTON
Anention: Franchise
G Menmen Williams Building
525 West Otinwa Sircet, 7° Floor
Lansing, Michigan 48509
'.|'-E|l!'|!||'k:m: Mizmber: (517) 3737117
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MINNESOTA ADDENDUM TO THE
DELI MANAGEMENT, INC.
DISCLOSURE DOCUMENT

ltem 13 is amended 1o add the following:
With respect to franchises governed by Minnesota law, we will comply with Minn. Stat.

Sec. 80C.12, Subd. 1{g) which requires us to indemnify you from any loss, costs or
expenses arising out of any claims, suits or demands regarding your use of the Marks.

2 ltem 17, summary column for (c) is amended 1o add the following:

Any release signed as a condition of renewal will not apply to any claims you have under
the Minnesota Franchise Act.

3. frem 17, summary column for (f) is amended to add the following:

With respect to franchises govered by Minnesota law, we will comply with Minn. Stat.
Sec. 80C.14, Shds. 3, 4 and 5 which require, except in certain specified cases, that you be
given 90 days’ notice of termination (with 60 days to cure) and 180 days’ notice for
nonrencwal of the franchise agreement and that consent to transfer of the franchise will
not be unreasonably withheld.

4, ltem 17, summary column for (m) is amended to add the following:

Any release signed as a condition of transfer will not apply to any claims vou may have
under the Minnesota Franchise Act.

Lh ltem 17, summary columns for (v} and {w) are amended 1o add the following:

Minn. Stat. Sec. 80C.21 and Minn. Rule 2860.4400) prohibit us from requiring litigation
to be conducted outside Minnesota. In addition, nothing in this disclosure document or
agreement can abrogate or reduce any of your rights as provided for in Minnesota
Statues, Chapter 80C, or your rights to any procedure, forum, or remedies provided for by
the laws of the jurisdiction.

6. The franchisee cannot consent to the franchisor obtaining injunctive relief. The
franchisor may seck injunctive relief. See Minn. Rules 2860.4400], Also, a court will
determine if a bond is required.

T. The Limitation of Claims section must comply with Minnesota Statutes Section 800,17,
Subd. 5,

8. Items 5 and 7 are amended to state that all payments of initial franchise fees shall be
deferred until the franchise opens for business.
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RIDER TO
DELT MANAGEMENT, INC. FRANCHISE AGREEMENT
FOR USE IN MINNESOTA

This Rider is entered into this . 2023 (the “Effective Date™), between
Deli Management, Inc., a Texas corporation, with its principal business address at 350 Pine
Street — Suite 1775, Beaumont, Texas 77701 (referred to in this Agreement as “Franchisor,”
“wie, “us" or “our” Jand . whose
principal business address is (referred to in
this Agreement as “you,” “your” or “Franchisee™ and amends the Franchise Agreement
between the parties dated as of the Efective Date (the “Agreement™),

I

Erecedence and Defined Terms, This Rider is an integral part of, and is
imcorporated into, the Agreement. Nevertheless, this Rider supersedes any

inconsistent or conflicting provisions of the Agreement. Terms not otherwise
defined in this Rider have the meanings as defined in the Agreement,

Termipation, The Agreement is amended to add the following:

With respect to franchises governed by Minnesota Law, we will comply with
Minn. Stail. Sec. B0C.14, Subds. 3, 4, and 5, which require, except in certain
specified cases, that you be given 90 days’ nodice of termination (with 60 days to
cure).

Jurisdiction, The following is added:

Minn. Stat. Sec. 80C.21 and Minn. Rules 2860.4400] prohibit us from requiring
litigation to be conducted outside Minnesota. In  addition, nothing in the
disclosure document or franchise agreement can abrogate or reduce any of your
rights as provided for in Minnesota Statutes, Chapter 80C, or your rights to any
procedure, forum or remedies provided for by the laws of the jurisdiction.

DNotification of Infringement and Claims, The following is added:

We will protect your right to use the Marks or indemnify you from any loss, costs
or expenses arising out of any claim, suit or demand regarding the use of the
Marks to the extent required by Minn. Stat. Sec, 80C.122, Subd. 1(g).

Beleases, Mo release signed as a condition of renewal, transfer or our purchase of
your business will apply to any claims you may have under the Minnesota
Franchise Act.

Injunctive Relicf. The franchisee cannot consent to the franchisor obtaining
injunctive relief. The franchisor may seek injunctive relief. See Minn, Rules

2860.4400J. Also, a court will determine if a bond is required.
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T Fee Deferment,  All initial fees and payments owed by Franchisee shall be
deferred until the Franchise opens for business,

Intending to be bound, you and we sign and deliver this Rider in 2 counterpants effective
on the Agreement Date, regardless of the actual date of signature.

EEH Management, Inc. YOUu:
By: By:
Mame: Name:
Title: Title:
Date: Date:
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RIDER TO
DELI MANAGEMENT, INC. AREA DEVELOPMENT AGREEMENT
FOR USE IN MINNESOTA

This Rider is entered ino this , 2023 (the “Effective Date™), between
Deli Management, Inc., a Texas corporation, with its principal business address at 350 Pine
Street — Suite 1775, Beaumont, Texas 77701 (referred o in this Agreement as “Franchisor,”
“we,” “us” or “our”), and , whose
principal business address is (referred to in
this Agreement as “you," “your”™ or “Franchisee™) and amends the Area Development
Agreement between the parties dated as of the Effective Date (the “Agreement™).

L. Precedence and Defined Terms, This Rider is an integral pan of, and is
incorporated into, the Agreement. Mevertheless, this Rider supersedes any
inconsistent or conflicting provisions of the Agreement. Terms not otherwise
defined in this Rider have the meanings as defined in the Agreement.

Z Termination, The Agreement is amended 1o add the following:

With respect to franchises govemned by Minnesota Law, we will comply with
Minn. Stat. Sec. 80C.14, Subds. 3, 4, and 5, which require, except in certain
specified cases, that you be given 90 days’ notice of lermination (with 60 days 1o
cure).

2. Jurisdiction, The following is added:

Minn. Stat. Sec. 80C.21 and Minn. Rules 2860.4400J prohibit us from reguiring
litigation to be conducted outside Minnesota. In addition, nothing in the
disclosure document or Franchise Agreement can abrogate or reduce any of your
rights as provided for in Minnesota Statutes, Chapter 80C, or your rights to any
procedure, forum or remedics provided for by the laws of the jurisdiction,

4 Nofification of Infringement and Claims, The following is added:

We will protect your right to use the Marks or indemmnify you from any loss, costs
or expenses arising owt of any claim, suit or demand regarding the use of the
Marks to the extent required by Minn. Stat, Sec. BOC.122, Subd. 1{g).

5 Beleases, No release signed as a condition of renewal, transfer or our purchase of
your business will apply to any claims vou may have under the Minnesota
Franchise Act.

a Injunctive Beligf, The franchisee cannot consent to the franchisor obtaining
injunctive relief. The franchisor may seek injunctive relief. See Minn. Rules
2R60.4400). Also, a court will determine if a bond is required.
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Intending to be bound, you and we sign and deliver this Rider in 2 counterparts effective
on the Agreement Date, regardless of the actual date of signature,

]U}fh Management, Inc. YOU:
By: By:
Mame: MName:
Title: Title:
Dae: Date:
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RHODE ISLAND ADDENDUM TO THE
DELI MANAGEMENT, INC.
DISCLOSURE DOCUMENT

ltem 17 is amended by adding the following: Section 19-28.1-14 of the Rhode Island
Franchise Investment Act provides that a provision in a franchise agreement restricting
jurisdiction or venue to a forum outside this state or requiring the application of the laws of
another state is void with respect 1o a claim otherwise enforceable under this Act.

If your licensed business will be in Rhode Island, you will not pay your initial fee to us
until your business is open and we have completed all of our material pre-opening obligations to
you . Item 5 of the Franchise Disclosure Document and Article 2 of the Franchise Agreement
are amended accordingly. Please review ltem 11 for our pre-opening obligations. You must
have your bank verify that you have sufficient funds available at the time we sign the
Agreement. The only condition on your obligation to pay the initial fee is that we must complete
all our material pre-opening obligations to you,
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VIRGINIA ADDENDUM TO THE
DELI MANAGEMENT, INC. DISCLOSURE DOCUMENT

1. Item 5 is modified o include the fallowing in the Initial Fee Section:

The Virginia State Corporation Commission’s Division of Securities and
Retail Franchising requires us to defer payment of the initial franchise fee and other initial
payments owed by franchisees to the franchisor until the franchisor has completed its pre-
epening obligations under the franchise agreement.

& The following statements are added to Item 17.h.:

Pursuant to Section 13.1-564 of the Virginia Retail Franchising Act, it is
unlawful for a franchisor to cancel a franchise withoul reasonable cause, If any grounds for
default or termination stated in the franchise agreement do not constitute “reasonable cause” as
that term may be defined in the Virginia Retail Franchising Act or the laws of Virginia, that
provision may not be enforceable.
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_ RIDER TO
DELI MANAGEMENT, INC. FRANCHISE AGREEMENT
FOR USE IN VIRGINIA

THIS RIDER (the "Rider™) is effective as of 2023 (the “Agreement
Date”), and amends the Franchise Agreement dated . 20 (the
“Agreement”), between DELI MANAGEMENT, INC., a Texas corporation (“we,” “us.”
“our” or “Franchisor™), with its principal business address at 350 Pine Street - Suite 1775,
Beaumont, Texas 77701 (referred to in this Agreement as “Franchisor,” “we,” “us™ or “our™),
and ,  ("you,” “your™ or
“Franchisee™) whose mailing address is .

I Erecedence and Defined Terms, This Rider is an integral pan of, and is
incorporated into, the Agreement. Nevertheless, this Rider supersedes any
inconsistent or conflicting provisions of the Agreement. Terms not otherwise
defined in this Rider have the meanings as defined in the Agreement.

2 Eranchise Fege, The Virginia Swute Corporation Commission’s Division of
Securitiecs and Retail Franchising requires us to defer payment of the initial
franchise fee and other initial payments owed by franchisees 1o the franchisor
until the franchisor has completed its pre-opening obligations under the franchise
agreement. Payment of the Franchise fee is deferred until we have provided you
with training. pre-opening assistance, and you have opened your Deli.

Intending to be bound, you and we sign and deliver this Rider in 2 counterparts effective
on the Agreement Date, regardless of the actual date of signature.

Elfln Management, Inc. YOU:
By: By:

Mame: Mame:
Title: Title:
Date: Date:

Exhibit “1" - VA
Rider to Franchise Disclosure Document

FTC-AR 52



RIDER TO
DELI MANAGEMENT, INC.
AREA DEVELOPMENT AGREEMENT
FOR USE IN VIRGINIA

THIS RIDER (the “Rider™ is effective as of , 20 (the
“Agreement Date™), and amends the Area Development Agreement dated
20 (the “Agreement”), between DELI MANAGEMENT, INC., a Texas corporation

(“we,” “us,” “our” or “Franchisor™), with its principal business address at 350 Pine Street,
Suite 1775, Beaumont, Texas 77701 (referred to in this Agreement as “Franchisor,” “we,” “us”
or “our™), and . ("vou,” “vour” or
“Franchisee™) whose mailing address is "

L Erecedence and Defined Terms, This Rider is an integral part of, and is
incorporated into, the Agreement. Mevertheless, this Rider supersedes any

inconsistent or conflicting provisions of the Agreement. Terms not otherwise
defined in this Rider have the meanings as defined in the Agreement.

2 Area Development Feg, The Virginia State Corporation Commission’s Division
of Securities and Retail Franchising requires us to defer payment of the initial
franchise fee and other initial payments owed by franchisees to the franchisor
until the franchisor has completed ils pre-opening obligations under the franchise
agreement. Payment of the Franchise fee is deferred until we have provided you
with training and pre-opening assistance and you have opened your Deli.

Intending to be bound. you and we sign and deliver this Rider in 2 counterparts effective
on the Agreement Date, regardless of the actual date of signature.

g:h Management, Inc. YOUu:
By: By:

Mame: Name:
Title: Title:
Drate: Drate:
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RIDER TO
DELI MANAGEMENT, INC. FRANCHISE AGREEMENT
FOR USE IN VIRGINIA

THIS RIDER (the “Rider”} is effective as of . 2023 (the "Agreement
Date”), and amends the Franchise Agreement dated . 20 (the
“Agreement”), between DELI MANAGEMENT, INC., a Texas corporation (“we,” “ys”
“our” or “Franchisor”), with its principal business address at 350 Pine Street — Suite 1775,
Beaumont, Texas 77701 (referred to in this Agreement as “Franchisor,” “we,” “us” or “our"),
and . Cyow”  “your™
“Franchisee”) whose mailing address is .

1. Erecedence and Defined Terms, This Rider is an integral part of, and is

incorporated into, the Agreement. Nevertheless, this Rider supersedes any
inconsistent or conflicting provisions of the Agreement. Terms not otherwise
defined in this Rider have the meanings as defined in the Agreement.

2 Eranchise Fee, The Virginia State Corporation Commission’s Division of
Securities and Retail Franchising requires us 1o defer payment of the initial
franchise fee and other initial paymenis owed by franchisees 1o the franchisor
until the franchisor has completed its pre-opening obligations under the franchise
agreement. Payment of the Franchise fee is deferred until we have provided you
with training, pre-opening assistance, and you have opened your Deli.

Intending to be bound, you and we sign and deliver this Rider in 2 counterparts effective
on the Agreement Date, regardless of the actual date of signature.

g:—.?l: Manuagement, Inc. YOU:
By: By:_
Name: MName:
Title; Title:
Date: Dhate:
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WASHINGTON ADDENDUM TO FRANCHISE
DISCLOSURE DOCUMENT, FRANCHISE
AGREEMENT, AND AREA DEVELOPMENT
AGREEMENT

In the event of a conflict of laws, the provisions of the Washington Franchise Investment
Protection Act, Chapter 19,100 RCW will prevail.

RCW 19.100.180 may supersede the franchise agreement in your relationship with the franchisor
including the areas of termination and renewal of your franchise. There may also be court
decisions which may supersede the franchise agreement in your relationship with the franchisor
including the areas of termination and renewal of your franchise.

In any arbitration or mediation involving a franchise purchased in Washington, the arbitration
or mediation site will be either in the state of Washington, or in a place mutually agreed upon at
the time of the arbitration or mediation, or as determined by the arbitrator or mediator at the
time of arbitration or mediation. In addition, if litigation is not precluded by the franchise
agreement, a franchisee may bring an action or procecding arising out of or in connection with
the sale of franchises, or a violation of the Washington Franchise Investment Protection Act, in
Washington.

A release or waiver of rights executed by a franchisee may not include rights under the
Washington Franchise Investment Protection Act or any rule or order thereunder except when
execuled pursuant 1o a negotiated settlement after the agreement is in effect and where the parties
are represented by independent counsel. Provisions such as those which unreasonably restriet or
limit the statute of limitations period for claims under the Act, or rights or remedies under the
Act such as a right to a jury trial, may not be enforceahle.

Transfer fees are collectable to the extent that they reflect the franchisor’s reasonable
estimated or actual costs in effecting a transfer.

Pursuant to RCW 49.62.020, a noncompetition covenant is void and unenforceable against an
employee, including an employee of a franchisee, unless the employee’s camings from the
party seeking enforcement, when annualized, exceed $100,000 per vear (an amount that will be
adjusted annually for inflation). In addition, a noncompetition covenant is void and
unenforceable against an independent contractor of a franchisee under RCW 49.62.030 unless
the independent contractor’s eamings from the party seeking enforcement, when annualized,
exceed 3250,000 per year (an amount that will be adjusted annually for inflation). As a result,
any provisions contained in the franchise agreement or elsewhere that conflict with these
limitations are void and unenforceable in Washington.
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RCW 49.62.060 prohibits a franchisor from restricting, restraining, or prohibiting a franchisee from (i) sol iciting
or hiring any employee of a franchisee of the same franchisor or (ii) soliciting or hiring any emplovee of the
franchisor. As a result, any such provisions contained in the franchise agreement or elsewhere are void and
unenforceable in Washington.

The State of Washington has imposed a financial condition under which the initial franchise fees due will be
deferred until the franchisor has fulfilled its initial pre-opening obligations under the Franchise Agreement and the
franchise is open for business. Because the Franchisor has material pre-opening obligations with respect to each
franchised business the Franchisee opens under the Area Development Agreement, the State of Washington will
require that the franchise fees be released proportionally with respect to each franchised business,

The undersigned does hereby acknowledge receipt of this addendum.

Dated this day of 20

Franchisor Franchizee
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This addendum to the Deli Management, Inc. Franchise Agreement and Development
Agreement by and between Deli Management, Inc. and Franchisee is dated
. 20

(1Y The terms of the Wisconsin Fair Dealership Law (Wisconsin Statutes 1993-94, Chapter 135,
Sections 135.01 through 135.07; amended by Laws of 1983, Act 189, approved April 5, 1984,
effective April 10, 1984) shall supersede any conflicting or inconsistent provision contained in
the Development Agreement and Franchise Agreement.

IN WITNESS WHEREOF, each of the undersigned hereby acknowledges having read
this Addendum, understands and consents to be bound by all of its terms, and agrees it shall
become effective the day of 2.

FRAMNCHISOR: FRANCHISEE:

DELI MANAGEMENT, INC.,
A Texas Corporation

Signature
Drate:
By:
Troy Cormier Signature
Chiefl Executive Officer; Chief Financial
Officer and Director
Diate:
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WISCONSIN ADDENDUM TO THE DELI MANAGEMENT, INC.
FRANCHISE DISCLOSURE DOCUMENT

Wisconsin law, {Wisconsin Statutes 1993-94, Chapter 135, Sections 135.01 through 135.07;
amended by Laws of 1983, Act 189, approved April 5, 1984, effective April 10, 1984), provides
you with certain rights regarding termination, cancellation and non-renewal or substantial change
the competitive circumstances of your franchise. Except in certain specified cases, you will be
given 90 days written notice of termination (with 60 days to cure). The written notice provided
to you will state the reasons for terminations, cancellation, non-renewal or the substantial change
in competitive circumstances. However, if the reason for termination, cancellation, non-rengwal
of substantial change in competitive cireumstances is non-payvment of sums due 1o us, you shall
receive written notice, but you shall have only 10 days from the date of delivery of the notice in
which to cure.
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GUARANTY AGREEMENT

IN CONSIDERATION of the acceptance by Deli Management, Inc., a Texas
corporation, having its principal place of business at Beaumont, Texas (hereinafter cafled
“Franchisor™) of a Franchise Agreement executed by
. (hereinafter calfed “Franchisee™), and for other
good and valuable consideration. I, we and each of us jointly, severally, absoluiely and
unconditionally guarantee to Franchisor (i) the payment and satisfaction of each and every claim,
demand, default, liability, indebtedness, right or cause of action of every nature whatsoever,
against said Franchisee, including expenses, damages and fees, now or hereafler existing, due or
te become due, or held by Franchisor, its subsidiaries, affiliates or divisions, together with any
interest as it may accrue, and if this continuing Guaranty is placed with an attomey or if collected
by suit or through any probate, bankruptcy or other court, to pay all court costs and reasonable
attorneys” fees, together with any and all expenses incurred by Franchisor or its affiliate,
subsidiary or division and including any claims, demands, liability, damages, indebtedness, right
or cause of action arising out of the Franchise Agreement and the addenda thereto (including
paragraph 2 thereof); and (ii) the timely performance by Franchisee of each term, covenant and
obligation of the Franchise Agreements. This is a continuing guarantee which shall apply to the
Franchise Agreements and any subsequent amendments or modifications thereof, and such
modifications or amendments shall be conclusively presumed to be covered by this Guaranty
without further notice to or acceptance by the undersigned.

The undersigned acknowledge and agree that possession of the Guaranty by Franchisor
comstitutes true and correet execution and actual and proper delivery of same to Franchisor, and
the undersigned waive notice of aceeptance of this Guaranty and of any liability to which it
applics or may apply, and waive presentment and demand for payment thereof, notice of
dishonor or non-payment thereof, collection thereof, including any notice of default in payment
thereof or other notice to, or demand for payment therefor on any party. Payment by the
undersigned shall be made at the office of Franchisor in Beaumont, Texas, or such other location
a5 Franchisor may designate in writing.

Franchisor may, atl its option, at any time without the consent of or notice 1o the
undersigned, without incurring responsibility to the undersigned, without impairing or releasing
the obligations of the undersigned, upon or without any terms or conditions and in whole or in
part (1) change the manner, place or terms of payment or change or extend the time of payment
of, renew, or alter any liability of the Franchisee under the Agreements hereby guaranieed, or
any liabilities incurred directly or indirectly hereunder, and the Guaranty herein made shall apply
to the liabilities of the Franchisee, so changed, extended, renewed or altered; (2) exercise or
refrain from exercising any rights against Franchisee or others or otherwise act or refrain from
acting: (3) settle or compromise any liabilities hereby guaranteed or hereby incurred, as may
subordinate the payment of all or any part of such liabilitics to the payment of any liabilities
which may be due to Franchisor or others; and {(4) apply any sums paid to any liability or
liabilities of Franchisee to Franchisor regardless of what liability or lisbilities of Franchisee 1o
Franchisor remain unpaid. Franchisor may, al its option and without the consent of or notice to
the undersigned, apply to the payment of the liability created by this Guaranty, at any time after
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such liability becomes payable, any monies, property or other assets belonging to the
undersigned in the possession, care, custody and control of Franchisor.

This Guaranty Agreement shall not affect in any manner the right of Franchisor to
terminate the Franchise Agreement pursuant to the terms thereof, and this Guaranty shall survive
the termination, expiration or cancellation of the Franchise Agreement. Franchisor may, at its
option, elect to take no action pursuant to the Guaranty or the Franchise Agreement without
waiving any rights under either. The undersigned do further agree that it will not be necessary
for Franchisor to first institute suit or exhaust its remedies against the Franchisee or any others in
order to enforce the terms of this Guarany Agreement. The foregoing Guaranty shall be
nonrevocable, except with the express written consent of the Franchisor.

The undersigned, if more than one, shall be jointly and severally liable hereunder, and the
term “undersigned™ shall mean the undersigned or any one or more of them, Anyone signing
this Guaranty shall be bound thereto at any time. Any married woman who signs this Guaranty
hereby expressly agrees that recourse may be had against her separate property for all her
obligations under this Guaranty.

This Guaranty shall bind and inure to the benefit of the heirs, executors, administrators,
successors and assigns of Franchisor and the undersigned. This Agreement is in the possession
of the Franchisor, and it will be presumed that same has been executed and delivered by cach of
the undersigned for a valuable consideration.

ADDITIONALLY, THE UNDERSIGNED AGREE THEY SHALL BE
INDIVIDUALLY BOUND BY THE PROVISIONS OF THE FRANCHISE AGREEMENT
RELATING TO NON-COMPETITION AND CONFIDENTIALITY. THIS AGREEMENT
SHALL BE DEEMED TO HAVE BEEN MADE AND ENTERED INTO IN THE STATE OF
TEXAS, AND ALL RIGHTS AND OBLIGATIONS OF THE PARTIES HERETO SHALL BE
GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE
STATE OF TEXAS. THE UNDERSIGNED AGREE THAT ANY ACTION BROUGHT
ARISING OUT OF THIS AGREEMENT IN ANY COURT, WHETHER FEDERAL OR
S5TATE, SHALL BE BROUGHT WITHIN THE JUDICIAL DISTRICT IN WHICH
FRANCHISOR HAS ITS PRINCIPAL PLACE OF BUSINESS AND DO HEREBY WAIVE
ALL QUESTIONS OF PERSONAL JURISDICTION OR VENUE FOR THE PURPOSE OF
CARRYING OUT THIS PROVISION,

WITHNESS ourhands at . on the day of
—— !
Owner of Interest in Franchisee Onwner of Interest in Franchisee
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STATE OF

COUNTYOF
SUBSCRIBED and SWORN to before me on this day of + 20
by !
Notary Public
My Commission Expires: =
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REGISTERED AGENTS AUTHORIZED TO RECEIVE SERVICE OF PROCESS

Californi
California Department of Business
Oversight

320 West 4™ St Ste. 750

Los Angeles, CA 90013-2344

Elorida

Depariment of State
Division of Corporations
Corporate Filings

P.0. Box 6327
Tallahassee, FL 32314

Wlingi
Attorney General of the State of Hlinois
500 South Second Street

Springfield, 1L 62706

Indiana

Secretary of State

Securilies Division

302 W, Washington Street, Rm E-111
Indianapolis, IN 46204

Maryland Securities Commissioner
200 5t Paul Place
Baltimore, MD 21202-2020

Michigan
Department of Licensing and Regulatory
Affairs

Corporations, Securities and Commercial

Licensing Bureau
Corporation Division
P.O. Box 30057
Lansing, MI 48909

Bhode Island
State of Rhode Island

Department of Business Regulation
[511 Pontiac Avenue

Cranston, B (2920

Minpesota

Minnesota Commissioner of Commerce
Department of Commerce

85 7" Place Fast, Suite 280

5t Paul, MN 55101-2198

Virgini
Clerk of State
Corporation Commission
[ 300 East Main St.
Richmond, WA 23219

Washington

Securities Administrator
Washington State

Department of Financial Institutions
150 Isracl Rd. 5W

Tumwater, WA 98501

Wi i
Commissioner of Securities
345 W, Washington Ave.
Madison, WI 53703

I a state is not listed above, the Franchisor has not appointed an agent for service of process in
that state in conmection with the requirements of franchise laws, There may be states in addition
to those listed above in which the Franchisor has appointed an agent for service of process.
There may also be additional agents appointed in some of the states listed.

Agents for Process - Exhibit “K™ Page | of |
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FRANCHISES CEASING TO DO BUSINESS

A list of names, city and state of business (or, if unknown, home telephone
numbers) of every Franchisee who ceased to do business under the Franchise Agreement
or had an outlet terminated, canceled, transferred and not renewed within the last fiscal
year, or who had not communicated with the Franchisor within the last 10 wecks:
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If you buy this Franchise, your contact information may be disclosed to other
buvers when vou leave the franchise sysiem.

Franchises Ceasing to do Business — Exhibit *[."
FTC-0532
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GENERAL RELEASE

THIS GENERAL RELEASE is made this day of y 20

WITNESSETH:

, & resident(s) of the Stateof

i and a a
corporstion  having its  principal place of business w
(each of the foregoing being collectively referred 1o
herein as the "UNDERSIGNED™), for and in consideration of the sum of One Dollar
($1.00) paid to them by DELI MANAGEMENT, INC., and other good and valuable
consideration, the receipt of which is hereby acknowledged, the UNDERSIGNED,
individually and for itself, its parents, subsidiaries, affiliales, agents, servants, employees,
shareholders, officers, directors, pariners, heirs, successors and assigns, do each hereby
forever release, remise and discharge DELI MANAGEMENT, INC., its predecessors,
successors and assigns, parents, subsidiaries and affiliated entities and its respective
managers, members, officers, directors, agents, employees and representatives, past and
present, of any and all of such entities (all collectively referred to herein as
“FRANCHISOR™), of and from any and all claims, demands, causes of action, suits,
debts, duties, sums of money, accounts, reckonings, covenants, coniracts, agreements,
promises, damages, judgments, extents, executions, liabilitics and obligations. both
contingent and fixed, known and unknown, of every kind and nature whatsoever, in law
or equity or otherwise, under local, state or federal law, against any of them, which the
UNDERSIGNED or any one of them or their predecessors in interest, if any, ever had,
now have, or which they, their heirs, executors, administrators, successors, or assigns
hereafier can, shall, or may have, for, upon, or by reason of, any matter, cause, or thing
whatsoever, from the beginning of the world to the date of these presenis.

Without limiting the generality of the foregoing, but by way of example only, the
foregoing Release shall apply to any and all state or federal antitrust claims or causes of
aclion; state or federal securities law claims or causes of action; state or federal RICO
claims or cause of action; breach of contract claims or contract claims or cause of action;
claims or causes of action based on misrepresentation or frawd; breach of fiduciary duty;
unfair trade practices (state or federal); and all other claims and causes of action
whatsoever.

The UNDERSIGNED (and each of them) further agree for themselves and
for their successors and assigns, 1o indemnify and hold harmless forever, FRANCHISOR
their predecessors and assigns, parent, subsidiaries and affilisted entities and their
respective managers, members, officers, directors, agents, employees and representatives,
past and present, against any and all claims or actions which hereafier may be brought or
instituted against any and all of them, or their successors and assigns, by or on behalf of
anyone claiming under rights derived from the UNDERSIGMED, or any of them, and
arising out of or incidental to the matters to which this Release applies.

Gieneral Release — Exhibit =™ I
FTC 0532



The UNDERSIGNED and FRANCHISOR agree that this Release is not intended,
nor shall it be, construed as an admission of any wrongdoing or liability, and that it shall
not be admissible in evidence in any suit or proceeding whatsoever as evidence or
admission of any liability.

Any individual who signs this Release in a representative capacity for the
UNDERSIGNED corporation hercby represents and warmants that he or she is duly
authorized by action of the Board of Directors of the UNDERSIGNED corporation to
execute this Release on its behalf,

With respect to the matters hercinnbove released, the UNDERSIGMED
knowingly waive all rights and protection, if any, under Section 1542 of the Civil Code
of the State of Califomia, or any similar law of any state or territory of the United States
of America. Section 1542 provides as follows:

“1542 General Release; Extent. A gencral release does not extend to
claims which the creditor does not know or suspect to exist in his favor at
the time of executing the release, which, if known by him, must have
materially affected his settlement with the debtor.™

A general release does not apply with respect to claims arising under the
Washington Franchise Investment Protection Act, RCW 19,100, and the rules adopted
thereunder.

IN WITNESS WHEREOF, the UNDERSIGNED executed this General Release
on the day and year first above written.

WITNESS: FRANCHISEE:
By:
Title:
General Release — Exhibit “M™ i
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EXHIBIT *N"
JASON'S DELI OPERATIONS DOCUMENTS

Jason's Deli Operations Documents — Exhibit “N"
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THE CONTENTS OF THIS MANUAL ARE THE PROPERTY OF DELI
MANAGEMENT, INC., ARE CONFIDENTIAL, AND SHOULD NOT BE

DISCUSSED TO UNAUTHORIZED THIRD PARTIES WITHOUT THE EXPRESS

WRITTEN CONSENT OF DELI MANAGEMENT, INC.
©2024 Deli Management, Inc_
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Thls. Manual is a[gamzed into n|n¢ main sections:

Section 13 Introduction to the Manual
Section Z: Introduction to the Franchise System

Section 3:  Pre-Opening Procedures
Section 4:  Personnel

Section 5 Daily Operating Procedures
section & Sales Procedures

Section 7: Marketing

Section 8:  Additional Resources
Section 9: Management Documents

You should read the entire Manual at least once, clicking through the included links, Then
later, when you refer back to the Manual, the detailed table of contents will help you find the
section relevant to the topic on which you need more infarmation.

This Ma.nua1 is -u:r'.-'rne-d by Deli Management, Inc. We want you to use this Manual as your guide
for operating your Jason's Deli restaurant as long as you're a franchise with us. Even though
this Manual belongs to us and we require that you return it at the end of your franchising
agreement, we encourage you to make notes and highlight impartant information as you see
fit. Please remember that when your Franchise Agreement has expired, you must return this
Manual. This Manual, along with the Franchise Store Opening Manual (Countdown Book)
comprises all of the mandatory requirements of the operation of a franchise outlet. Any other

statements nol contained within these documents should be considered inapplicable or
merely suggestive,

This Manual s de-s.lf.tned to transfer to 1.nnu mnst of the information and requirements that you
will need to open and operate a Jason's Deli franchised unit. 'We will also provide important
information to you through the initial training program, pre-opening consultations, and
opening assistance, through our ongoing support, and through periodic conferences. However,
this Manual will continue to be the source of most of the information you will need for the life
of your franchise,

Some of the important features of a franchise system are wniformity and consistency. Under
your Franchise Agreement, you must gpen and operate your Jason's Deli franchised unit
strictly according to our mandatory system standards, This Manual describes many of our
system standards. It is critical that you become very familiar with the contents of this Manual
and that vou follow all of the required system standards.

In general, the mandatory system standards 'lhg'_l| all franchisees are legally required to follow
are described in this Manual using words like “you must” and “we reguire.” Typically, the

a1, T

required o follow) are described in this Manual using words like *vou 5h-:|uld or_“we

sgges.r.." If_you ever have any questions about whether a system standard is suggested or
mandatory, please ask your Business Coach (BC).




and other proprietary information are highly confidentiol, This information is what we
believe gives us a competitive advant_a-ge in_the marketplace. This information is part of the
reason why you chose to buy a Jason's Deli franchise instead of trying to compete with !45 on

your own. If this information becomes known to our competitors, then there is the risk that
other businesses could copy our distinctive system and that we would lose our competitive

advantage, This could have a very harmful effect on our entire franchise system. So, for your
sake, our sake, and the sake of all other Jason's Deli franchisees, yvou must maintain the
gpnﬁdﬁ'nﬁqﬁrr of this Manual.
Your Franchise Agreement has more details about wyour duty to keep our confidential
nfr:.m-uagmg (including this Manual} confidential, but here is a summary;
ﬂﬁw in a secure location, such as in an office safe or in a locking

drawer in filing cabinet.

s Do not et any of your employess have access to the Manual unless they need to know
nual for their job ofmance, ld onl

disclose our proprietary information on a need-to-know basis.
o Do not make a copy of this Manual or allow anyone to take the Manual out of your
passession.

s Obtain state-specific contractual agreements with your key employees that guarantee
confidentiality,

You should review the confidentiality section of your Franchise Agreement for more details.

M DISCLOSURE OF AL L -:-n: PART OF THIS MANUAL WILL BE CONSIDERED A
i OF YOUR FRANCHISE AGREEMENT. _

h1 “ 5 an _evalvi ; T as T_ihe Jason's Deli Iram:hme MM
over time, We will let you know in writing when there are any changes to the Manual:
owever, It is r respansibility to he ch We will provide you with all new or

replacement pages that need to be added. Do not forget to shred all old or outdated
information.

If you ever have any questions aboul whether your Manual is current, please let us know. It is
impar at you have a complete copy of the m Urren n n We will
maintain r_headguarters, a complete copy of the current Manual, I there is ever any

dispute about the Manyal and/or the information it contains, the Manual maintained at
Jason’s Deli headguarters will serve as the authority for determining a solution.

In_the future, we may make the Manual available to you in an electronic form, such as
through CDs, or an intranet or extranet system. If we do, then the mest current electronic
version of the Manual we publish will serve as the authority for solving disputes.

Your Business Coach can always advise you about current standards,

We want this Manual Lo h-E cﬂmulﬁg_@j_gser fnemilv rrz-reren:e lm' our Fran:hlsees We

welcome your suggestions on how to improve this Manual, Please let us know how we can
make this Manual serve your needs better. You should submit your suggestions directly to

corporate headouarters at:
350 Pine Street 1775

Beaumont, TX 77702

(403 BIB- 1976
Fouad. Jomaa@jasonsdeli.com

I —. u-dll-- U e i
Tnl'rs Man-ua1 containg w.r-mm standards _that wWe develuged qu- the Jason's Dell frmch[-se
sed on our experiences in Texas and the ather states in which we operate. Some of




these standards are mand and some are illustrative only, However, you have an
overriding duty te comply with all applicable legal requirements that affect your Franchised
Business. Part of this duty involves making sure you abide by all laws and conduct business 1n
a legal and ethical manner. If you become aware that any of our system standards do not {

with the applicable law In your area, vou muyst let us know so that we may 1nvem
and make any needed adjustments. Further, when it comes to the safety of your employees,

customers, an eral public, there is no alternativ dodng thee Hlght thing and doing i

well, The safety of others should always be your highest priority. |f at any time vou believe
these standards compromise the safety of athers, please let us know immediately.

You should also understand that, while this Manual describes the operational requirements
that are necessary Lo operate a fason's Del, it does not include all processes which may be

required to opevate a business. It is your responsibility to develop procedures and processes
to be applied in your business to promote the safety of all individuals you encounter and

manage your employees and workplace.

You have n_to own and ate an_independent enterprise. What we have outlin
i re the ational irements minimally necessary to obtain brand consistency
across gur system, |Lis necessary that you exercise your independent judgment on all matters

not dictated in the Manual.
INTRODUCTION TO THE FRANCHISE SYSTEM

E r Hew Franchisee:

We are excited about the future of Jason's Deli and we are delighted that you have chosen to
join us.

We prepared this Manual to help answer many of the questions you will probably have as you
begin your business as a new Jason's Dell Franchisee. This Manual will also be a useful

reference throughout the term of your Franchise Agreement. You should refer to this Manual
whenever you have a guestion. Of course, if the answer is not in this Manual, then you should
contact us, We are here Lo help vou.

Your success is very important to us! We recognize that we will not succeed unless you
succeed, We have invested a lot of time, energy, and money In developing the Jason's Deli
ranchise system, We think iL's a great system, but we know that there is always room for

improvement, and because we belleve In continuous improvement, we will continue to make

il betber over “E: The markets where we operate will change, our customers' requirements
will chan red to adapt our busin tegies and tactics as conditions
wWarrant to be as- ccmgg';'g a3 possible In every market. We encourage your ideas on how Lo
improve the Jason's Deli franchise system.

i_g_pnrecjate the confidence you place in ws by your commitment to the Jason's Deli

nchise system, We look forward to a long and successful relationship with you.

EE&.FS'L

"!_....'_' Fal

W!ﬂ; nly ﬂ Egg and 12 items on lhe menu, Joe Torlorice. upened the Ilr-_e.t Jason’s Deli in
Beaumont, Texas on Hovember 30, 1976. The first year it was open. Joe would work at the
Deli during lunch, nights, and weekends while maintaining a full-time job for the State of
Texas. When Joe was not in the Dell, his wife, parents,and grandparents were there taking taking
care of business.

Today, our restaurants average 4,500 square feet, seat over 200 customers, and offer over
100 men items. Jason's Deli has seen a steady rate of expansion. This increased expansion
has led to additional corporate locatipns [n Texas, Louisiana, Georgia, North Carolina, South
Carolina, Florida, Tennessee, Arizona, Alabama, Virginia, llinois. Maryland, lowa, Mebraska,
Nevada, Pennsylvania, and Wisconsin as well as Franchise locations in_ Texas, Arkansas,
Oklahoma, Colorade, Kansas, Tennessee Mississippl, Kentucky, Louisiana, Missouri, Ohio,




Florida, Mew Mexico, Mlabama, Indiana, and North Caroling.

In 2000, Jason’s Defi took another huge step with regard to company growth, We purchased
.ﬂi_ﬂﬂih_"_._wl!_‘!!in_" butor of food and nmwﬁsﬂﬁﬂ.m;mﬂ

Fn:rm Lime tn t1me you 'mll encounter siluati:m an:lfnu- g_:EE-::I:lun.'. th;t will T requi n;g an aniw_ﬁ
froem _the corporate offices of Deli Management, Inc. If you are unable to determine who to

contact from the list below, yvour Business Coach will aladiy guide you in the proper direction.
Miscellaneous Services

T / Music / On-Hold Programming: DirecTV provides our television programming and
receivers, PlayMetwork covers our adio needs,

Phone Hardware: TRCA covers all of our internal phone and data wiring and hardware, If vou
are having any fssues with a bad phone or a broken receptacle, they are the ones to call. Any
additional phones, jacks. or services will have to be approved by a Business Coach.

Security Alarms / Cameras: Protection 1 handles our alarm and camera systems. Most of the
services you need here are to be directed to your Business Coach. This includes all isspes

regarding alarm codes. For Monitoring Tests - Call Ba6-B0s-2170
For a list of Jason's Deli's naticnal venders, please review Who To Call - Mational Vendors.,

Far further s contact your Business Coach.,

| 1.11.1 Site Selection

In the Pre-Opening Procedures section of this Manual, we provide you with our standard site
selection criteria. After you have found one or more suitable locations thal satisfy our general

site selection criteria, you must submit the required information to us, so that we can
evaluate vour proposed site(s). You may not lease a space for vour franchise unit until you
have our express written approval, Geperally, we will respond to your site approval requests
within four to six weeks after you have supplied all of the required information. You can help
WMMﬁJHE the proposed site does indeed meet all of our site
Eg!g;ylﬂﬂ criteria, and that you ﬂ Eﬂ!ﬂ all nl IE required |nl'Em.=|Egﬂ If you strongly

a site that does not with a written

MMMMWMM
YOour reasons into consideration.

]l 1.11.2 Lease Guidance

Belore you sign the lease for the space for your Jason's Deli unit, you must first receive our
appreval of the location. In the Pre-Opening Procedures section of this Manual, we provide
you with a list of points o take inko consideration when negotiating wour lease. Your
Franchise Agreement also contains some mandatory provisions that your lease agreement
musk contain, You may not lease a space for your franchised unit unkil you have received our
express written approval of the site location, Generally, we will respond to your lease
approval requests within one week after you have supplied all of the required information.
You can help speed up this process by making sure that the proposed lease contains all of the
required provisions, as well as all other required information described in the Pre-Opening
Procedures section of this manual. We do not assist franchisess in the negotiation of leases
nor provide legal advice as Lo its terms.

1.11.3 Initial Training

We will provide an initial training program for you and four other management persons who




are bo be actively involved in the alion of t i at mutually comvenlent times after vou

sign_the Franchise Agreement. This training is limited to learning the nuts and bolts of aur
menu offerings, how they are properly prepared. product ordering, and all matters related to
gur gperating requirements as stated in this M.'mual

In order for you or a trainee to perform at the level of General Manager upon completion of
the training program, the trainee should have five or maore years of full-service restaurant
management experience. We require at least three, and sometimes all five, initial attendees
ta have this level of prior management experience, Attendance at the Initial training program
ts mandatery for you or, if you operate in corporate form, the cmtrullmj shareholder {or if no
controlling shareholder member exists, a person approved by us) and imr other persons who
will be actively imvolved In the management of ¢ iri r i eli, Mew
management personnel must comply with the reguirements as well. Training must be
completed successfully to our sole satisfaction. Failure to meet such requirements constitutes
a default under the Franchise Agresment.

Other than meals (approximately $15 a day), there are no additional charges for the initial
training of wou and four trainees. The Pre-Opening Procedures section of this manual has

more information about gur initial training program as well as how to schedule Lraining.
|| 1.11.4 ﬂtﬂr Initial Support

We will provide you with reasonable and seneral consultation regarding constructing,
remodeling or decorating your Unit. However, these matters will be le ; bo your discretion,
other than compliance with the décor and equipment requirements as set forth by us.

1.11.5 Ongoing Training and Support
We may also offer additional training programs for bath you and your management personnel,
{ wihi be designated as mandat

| 1.11.6 Suggested Retail Prices

We may provide you with product information and sugeest retail prices for approved {tems o
services. However, we typically allow you to set pricing at levels you deem to be appropriate.

1.11.7 Appruﬁ;d Suppliers

We will maintain and provide you with a list of approved items and/or a list of approved
suppliers. We will periodically update these lists as needed.

" 1.11.8 Marketing

We or our affiliates will implement advertising, publicity, public relations. promotion. and/or

market research  activities [“Marketing Programs") to promole public awareness and
patronage of gur franchises, Each franchisee must participate in the Marketing Programs we

reguire which will be encompassed in your 7% marketing fee. At a minimum, you will be
required to spend the entirety of this monthly marketing fee on local advertising and

promobid activities.
" 1.11.9 Internet

We ar an affiliate will sponsor and maintain_the official Jason's Deli website, As long as you

are not in default under the Franchise Agreement, your Unit will be listed as a location on our
websibe.

Your MII rg;p_nnggu Lg ungﬁ-r;he Fram:hhe .ﬁ.greemenl is T.n cfmnl'g.r with all your

requirements under the Franchise Agreement and under this Manual. You should be very
familiar with the terms of your Franchise Agreement and strictly comply with them at all
Limes.

The following is a VERY BRIEF gutling of some of your obligations under the Framchise




eement, which 5 according to our system standards:

& Locate and lease an approved site for your Jason's Deli unit

L { ! n ent team attend and complete the initial training program
Lo our satisfaction

s Prepare approved plans for the construction, build-out, or remodeling of the site

s Qbtain afl required permits, llcenses, and zoning variances

s Complete the construction, build- for remodeling of the unit
Install all required eguipmen rnishin igkures, signs, and décor

» _Purchase and stock in the Unit all the required inventory and supply items
¢ Obtain the required insurance coverage

s Open the Unit for business within ane year after the Franchise Agreemant
s Operate and maintain the Unit

= _Offer all approved items and services (and no other items or services)

" i i wertisi Blic relations, promotion r h, a her
marketing activities we may implement for the franchise system

&  Heep the Unit open and In normal operation for the minimum required hours and /or

days
) [ man and other em Lo Wear a ved uniform
You should consult your Franchise Agreement and other parts of this Manual for more details
about these and other obligations,

proay =-r--r_.:'—' TR e e—— = >
3 VISILS From Us i3 =" — :éd =
We will wisit your Unit regularly (usually at | is wisi Lo see how

you _are doing and allows you bo ask our field representatives any gﬁugg you may have
MM We may use this nity to conduct a far ins

tls opportunity to conduct a formal inspection of your
operations or to provide additional training. We will usually provide you with notice aof a
planned -'151 . but we have the right to show up unannounced. We will appreciate your

e ion of your ma and empl during these wisits,

This section of the Manual includes a brief summary of the fees you must pay us under the
Franchise Agreement. Your Franchise Agreement has more specific information about most of

these fees,

Titles in bold refer to the relevant section in rF i r tor FDOD,

s _Operating Fee

4% of arass sales but not less than 52 00 h. [l

s Advertising Fee
1% oross b | h . Also, & ¥ oof 1% administrative fee

may be collected. (ltem &)

Fee for Tar i n les R
10 da r late,




s Sudit

il

The amount of any understatements plus penalties if applicable. In addition, a charge
not to exceed 52,500 may be assessed to cover the cost of the audit if iL_is

..... Lo

necessitated by the actions of the Franchisee.

» _ Sike Evaluation Fee

52,500

s __Initial Training Fees
Initial setup fee of 5150 + expenses, (Item & - FDOY

s Grand Opening Marketing Fee
55,000 (Minirmum)

o Transfer Fee
27,000 (ltem &}

s Renewal Fee

23,000 (Item &)
#__Interest on Late Payments

Maximum rate permitted by law. (Section 6}

» Fee for prototypical Deli drawings, if drawing is utilized by you
51,500

The purpose of this section of the Operations Manual is to give you things to think about as
you decide how to structure your business. For your convenience, at the end of this section is
a_checklist workshest to help you keep track of your progress as vou complete the necessary
steps, This is provided to you on an informational basis and DWMI assumes no responsibility far
the same.

2.2.1 Business Structure

Before you begin operations, you will probably want to form an entity to serve as the

operator {if you have not already done this). An entity is a legal faction that allows a business
to take on a separate existence apart from its owners, even though the owners still control
the business.
There are many different types of entities recognized by the laws of mast states {and by the
IR}, However, for most franchisees that choose to form an entity, the best choice will usually
e between:

s A C-corporation

= __An S-corporation
& A limited liability company (LLL)

While this section provides some general information about the selection and formation of a

business entity, there is no substitute for the advice of an experienced business attarney

and CPA. We suggest that you consult with your own professional advisors for more detailed
information on this topic.




|| 2.2.2 Overview Of Entity Choices

Mneturﬁhgp If you choose not to form an entity to operate the Franchise Business,
hen you will be considered & sole proprietorship (if the franchise is owned by a slng
ndi-.rid'ual] A sole proprietorship enlsts when a single individual operates a business and owns

all the assets. A sole proprietor is personally liable for all debts and obligations of the

business. Under a sole proprietorship, the life of the business: fs limited to the life of the
individual proprietor. T I rship makes no legal distincti ween personal

and business debts, au'u:l it dne-s MOt requine a separate income tax return.

General Partnership: A general partnership exists when two or more individuals or businesses
Jg__ﬂ_ggg@te a business. A general partnership is a separate business entity, but creditors
n still look to the partners’ personal assets for the satisfaction of debls. If the Franchize is

med by two or more individuals, then the individuals will usually be considered Lo be
rtnr-_-rs in a general ip. General partners :'.11are in_income and liabilitles. A
hi file an_annual partnershi arate from the

rtneu mmal rm

Limited Partnership: A IFrm;gg partnership is similar to a general partnership, but one or

more of the partners will be general parfners, and one or more of the partners will be limited
partners. Creditors can still lock to the general partners” personal assets for the satisfaction

of debts, while the limited partners are usually ﬂ-ligided from this kind of Uability. A limited

partnership must be registered with the appropriate governmental office (typically the
secretary of State's office or the State Department of Corporations). A limited partnership

musk fi Leal tnership ncome tax urn from_the partners’ personal
returns).

Corporation: A corporation is created when two or more individuals, partnerships, or other

entitles join together to form a separate entity for the purpose of operating a business. A
corporation has a separate legal identity from its owners. The corporation affers protection to

the business owner's personal assets from the debts and liabilities relating to the operation of
tion. A € thon must i th the repriate governmental off

{typically the Secretary of State's office or the State Department of Corporations). The

taxation of the corporation depends on the type of corporation formed ({S-corporation or C-

Coarparation

Limited Liability Company; An LLC is an unincorporated business entity that shares some of

the aspects of corporations and partnerships, but which has more flexibility. The LLC is

designed to provide its owners with limited Liability and pass-through tax advantages without

the restrictions i on corporati d limited partnerships. An LLE must be
the iake ernmental_office (typically the Secretary of State's office or the

state Department of Corporations).
2.2.3 Liability Protection

mast important rea mi nt to operate the Franchised Business throu
entity {instead of as a sole proprietor) is to shield yourself from personal liability for the

debts ar other obligations of the Franchised Business. A C-corporation, an S-corporation, or an
LLC all offer this type of protection. A general partnership or a limited partnership does not
offer this type of protection for all cwners.

Il you operate the Franchised Business as a sole proprietor, for example, you would be
personally lialde for all of the debts and other obligations of the Franchised Business. This
means that you would be personally liable for unpald debts {such as rent, wages, and taxes),
contracl claims {such as undersupply contracts and service contracts), and tort damages (such
as if a customer was injured as a result of your business activities). Most business owners seek
to avoid these types of personal labilities by the use of a legal entity to own and operate the
business,

Contrast this example with the situation where the Franchised Business is operated as an
entity, such as a corporation or a limited liabflity company. In this situation, the entity (and

—

not_its gwners) would be [able for unpaid debts, contract claims, and tort damages. Any

| i ather | acthon to fe is lability would be filed against the entity an




not it owners. Only the assets of the entity would be at risk for the satisfaction of this

liability. {Of course, if there are independent legal grounds for imposing liability on the
owners, then an entity cannot shield the owners from the consequences of their own
wrongdol

u 2.2.4 Income Taxation

The rnethcld of taxation of an entily can haw: a_significant impact on your decision, For
rations ane pensrall ifferently than 5- atians and

gartng; ips {but an LLC may be able Lo chm& to be taxed as a C-corporation if it wants tg),
A C-corporation is taxed on its income at the corporate level at special corporate rates. If the

C-corporation makes distributions to its owners, then these distributions would normally be
treated as dividends a ed (again] at the owner’s law i5 results in “doub

taxation™ of the same funds. For this reason, C-corperations are wsually not the most tax-
efficient choice, However, C-corporations do have other tax benefits - namely, C-corporations
can provide certain types of employes bepefits (such as medical benefits, retirement plans,
and tuition payments) on a tax-free basis.

s-corporations are taxed differently. They are not taxed at the corporate level, Instead, they
are consider “pass-through entity.” Thi ns that the income {or losses) of the
S-corporation are “passed threugh” the corporation to the owners, who are then taxed at the
awner's level . of an 5-c ation avoids the double-tax problem. Additionall

corporations are easier to administer, However, they do not qualify for the taz-free emplovee
benefits that C-corporations do. Another benefit of S-corporations is that dividends paid to
their owners are exempt from social security taxation (assuming that the S-corporation
pwners are paid a reasonable salary).

General partnerships and limited partnerships are also pass-through entities. They do not pay

ership level. Instead, the i and losses of the business are passed
thra ta g rs,
LLCs can generally choose to be taxed as a corporation {meaning a C-corporation) or a

partnership (meaning as a pass-through entity). Most LLCs choose to be taxed as a @rtnersmg

Lo avoid the double taxation BT,

" 2.2.5 Administration

[
aktions are relativel N5l minister. Additionally, there are fairly rigid nules

for_maintaining corporate formalities, such as requirements for periodic board meetings,

shareholder meetings, corporate minu;g, recordt of sharehalders, ate. I the carporate

formaliti re not malntained, there is a hat the corporate entily will be disregarded

and the owners could be held persomally liable for the corporation’s debts or other
Hiwunm L, the rules for LLCs, an the other hand, are much more relaxed. LLCs
are much easier to administer than corporations,

2.2.6 Other Factors In Entity Choice

Many factors can affect your choice of entity. Of course, not all factors are of the same fevel

of importance, and not all factors are important te all peaple.

Here is a list of olher factors that may be significant in your decision on forming an entity:
e The number and relationship of co-owners

s The size and complexity of the entity

An

uirements relatin icular business activit

[ 2.2.7 Bottom Line

In_mest states, LLCs are cheap, they provide the best asset protection, and they have the
flexibility to be taxed as a_partnership or a corporation. However, you should check with

attorney and CPA to fi what is best for articular situation




2.2.8 Where To Form Your Entity

laws refatin e organization and administration of entities vary from sta 5
Some states, like Delaware and Mevada, have a reputation for being business-friendly,
because of state laws that protect the privacy of entity ownership information, low {or mo}

state taxes, olc. However, unless your business will be located in Delaware or Nevada, there
will be little reason for you to form an entity in either of those states. Usually, the best
chokce 15 to form the entity in your own state. Again, your attomey or CPA should be able to
help you decide on this Issue.

2.2.9 Naming Your Entity

If you choose to form an entity and you have determined which of enti form, Yo
will need to select a name for your entity.
There are restrictions about what name you can use,

» Do not use a name that is the same as or similar to the name of another entity that is
already registered in your state. This js prohibited under state law.

« Don L “corperation” or “incorporated” {or any abbreviations of these
words) uniess your entity is a corporation. This is usually prohibited under state law.

Do not use any of gur [rademarks in the mame of your En1‘.1'r.'_||{‘ . "Jason's” or
“Jason’s Deli™, This is prohibited under the Franchise Agreemen

= Do choose a professional-sounding name. Your entity name will appear in your
contracts and in other places where your customers and suppliers will see it.

[ n thak s long or confusi

# Do not use profanity or off-color puns in your entity name,

2.2.10 Assumed MName Certificate

Regardiess of whether you will operate the Frm'-chiMslnm as a sole proprietorsh
Lion rtmerehi LLC, woui in fi d name certificate with the

ate sovernmental affice. The a Egj]{ cate is sometimes called a r.rad

a
name certificate, a fictitious businest name certificate, or a d/b/a registration, Th
appropriate governmental office s usually the county clerk, but you may be required to ﬁle

for the city level. The pur of this Tiling is so thal the general
will be informed of the registered agent for a business and where official contact with the
butiness can be made.
Ench jurisdiction uses a different form. Geperally, the required information includes the

name of the business, the street address of the business, the name of the business owneris),
the type of business to be conducted, and the expected period of operation. Before you file

your certificate, you will need to check with us for the assumed name of your business, which
we will designate. The business name will typically be something like, “Jason's Deli-Highland

Park”, or “Jason's Deli #34", The expected period of operation should comrespond to the
initial term of the Franchise Agreement. Wsually, sach owner must sign the certificate and all
signatures must be notarized. Fees generally range from S10 to §1l:|:|:|I In_some jurisdictions,

will need to ce a fletitious name notice in a local new a certain amount of

Z2.3.1 5ite Selection Criteria

You will be solely responsible for locating and obtaining a suitable site for your Unit, which




wiir have the right Lo approve.
This section discusses the criteria you should consider when selecting a site for a Jason's Deli
location.
s High Visibility Retail
Like most retail locations, visibility is one of the m
when selecting a site, How often a potential customer sees the si e will contri

ie
to_brand recognition, top-of-mind awareness, and brand recall. Extremely high-
visibility commercial real estate would seem to be a better choice until you consider
the cast. I is important Lo keep in mind that you will have to find a proper balance
between the cost and the benefit of visibility,

#  Square Fooltage
The typical Jason's Deli will be bebween 4200 Lo 4800 square feet.

a_ Parking
Ample parking is important for any business and Jason's Deli is no_exception Lo that

rule. You should look for a site that has a minimum of 40 spaces or as required by the
local municipality.

# _Lighting
MStwagmg"w lots as they walk to and from thelr cars at
ht. Pro ighti ng a site,
# Ingress / Egress
Ingress and egress refer to how the customer enters and exits your parking lot, It is
Mmslm&; that your parking lot be accessible from both directions of
ffi our location.

Hz.s.z Site ﬂemgﬂghfcs

Your Jason's Deli franchise location will draw business from a wide range of demographics as
well as a large geographic area. However, the primary draw will likely come from specific
demographics that we have identified and the characteristics of the local geographic area,
Once you have narrowed down your potential locations, you should contact our Director of
Real Estate to reguest a Buxton Report for your potential locations. You should receive the
Buxton report within a few days.
Once you receive the report, you will see that it is broken into three sections. The first
section provides sales estimates of what the prospective store is e:gected ko produce. Thg
a cannibalization n based on other Jason's Delis near your prospective area.




On the sample report above, some of the areas you should pay at entigg to are;
__Mrm ¥alue - This is the current amount of yearly sales that all the current
stores on the map are generating.

s Net Scenario Gain is what the new store is estimated to produce in yearly sales, If

there will be cannibalization of other stores’ sales, it will be listed in the chart under
the map in the CAN . there will be cannibatization, the Met Scenario Gain

would be lower as it will affect the Total Scenario Value. In the scenario above, there
would be no cannibalization with the addition of the new store.

o _The map displays the prospective store location with a yellow dot, and the current
stores that may be affected by the new store are indicated with blue dots,




The second page of the report looks at a variety of variables and compares them against
existing restaurants. The resulls are broken out into the bottom 30% of Delis, the top 30%,
and an overall average, The column in red labeled “Site” provides the estimated numbers for
the proposed location. The first three numbers under Forecast are your prospective sales
numbers for dine-in, takeout, and catering. Most heavy residential areas will have below-
average catering numbers,

The next section, Model Yariables, shows what makes up the sales numbers.

w Site Soore Sheet
_ Jason's Deli
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While there are many variables, the main ones we focus on are:

o [Dine-in, residential,_and workplace gravity score - These are indeged numbers that
give you an idea of how the potential location would perform compared to other
Jason’s Delis. With 100 being the average, scores that index above 100 should
overperform the average, and scores under 100 will likewise underperform the

average,
* Dine-in competition score - For this number, it is advantageous to have a low score. A

low score indicates that there is not a lot of competition,

s Takeout competition score - Again, a low score indicates that there is not a lot of
competition for takeout in the ares.

The bar chart at the bottom of this section is a seementation profile. Every household falls
into a category or segment that has unigue interests and demographics. We typically don't

focus on market segmentation, but we can provide you with information if you are interested.
The next section lpoks at all of your stores and Tinds units that demographically and




geographically look similar to the proposed site, You are provided with aclual sales figures as
well as & score that shows you how close the prospective store is to the store. If the existing
Store was an exact match, the score would be 106,

Once you receive your Buxton report, we will arrange a meeting to review the results and

s
@ Similar Site Report
e Diysorpeieas
i Ui Posvssal s o SFES, SUwIZH
ke DL L o (5
Miate Sl 1L 1RFET L
e w Sbpres o Lo Groegn 106
Airasl Rale B
7w 5L =
FATLEAL =
FCPTE w1
e L1}
L] L]
-
Gie 2] mad el &th Ath
[ ] 7] lin i ui
L) [ &7 L i
L i 4 (5] 1 15
= ar L 18 = bl
[ 1] (EL] ] ELY L]
i 5 = i (k] Nl
[LL 167 1 L (1] L]
m - L] L ) -
13 n =4 [ 11 3
el (i [ nas e AL
] W r LH [t 5]
b= 5] i Lo e Ee
I T ) [E A
i i 1.2 iLIg Bl pa
e -
= ———
[ T T TT T AT o T T o7 | pe————] 5 =
T B A e it e o W M i =
e el
il rerk Swmmla m s, BT i
Vi Wil 6 ZHAST A il
e rrreres————————

the underlying data.

Z2.3.3 Research Potential Sites

While waiting for the Buxton Reports for your potential locations, you should use the time to

further investigate the proposed sites,

You will need 1o be prepared to submit:
» _ The econamics of the site (size and cost per square foot,

«  Lease terms and features

+ 11 Money (Tenant Improvement)
+ _Economics of the area (You can obtain these from your broker]

o One, three, and five-rmile demographics
o Top employers and employves counts

o Hospital lucati_g_g_g
0 Economic trends

= Locations of any competition




» Exterior photos (printed and titled, or available in acceptable electronic format)

ks

* __Interior photos (printed and titled, or available in acceptable electronic format)

« Pictyres of all signage opportunities  including front, side, rearof _ space,
manument/pylon sign, highway directional signs, and potential billboards

= Whether or not the landlord at the location will allow utilization of our sign package
requirements.

Exterior Photographs of the Location

With a digital camera, take photographs of the proposed site and surmoundings in accordance
with the following perspectives. Label the jpag files as Photo A, Photo B, Photo €, Photao D,

II |.

EXTERIOR PERSPECTIVE A: From a vantage point across the street or parking lot and facing
the location frontage, this photo should take in only the entire frontage of the proposed
location, including elevation, even if the proposed location is situated as a corner site. This
shot of the proposed location should almeast fill the entire photo.

EATERIOR PERSPECTIVE B: From a vantage point across the street or parking lgt and facing
the location frontage, this photo is taken from the right and captures the frontage and

elevation of the locations that are adjoining the proposed location, or are of the proposed
location, if it is the corner site,

EXTERIOR PERSPECTIVE €: From a vantage point across the street or parking lot and facing
the location frontage. this photo is taken from the ieft and captures the frontage and
elevalion of the locations that are adijoining the preposed locatipn, or are of the proposed
location, if it is the cormer site.

EXTERIOR PERSPECTIVE D: From a vantage point across the street or parking lot and facing
the rear of the location, this photo should take in the entire rear footage of the proposed
location, including elevation, This shot of the propesed lecation should almost fill_the entire
photg, In some Instances, photos taken from this perspective may not be possible,

These photos should be printed and labeled with the appropriate perspective title. These
titled perspectives may also be submitted electranically in a ,ipe or gif format.




Interior Photographs of the Location

INTERIOR PERSPECTIVE A: From a vanla int just inside the front door, take a o 1o
capture the rear of the site, as well as any of the sidewalls that are visible in the viewfinder
of the camera.

Rl ; Fi £ vanta int standing at the wall on the front right-
Mﬂf the site, take a photo that captures the left front comer of the site and anything
in i i right of OTnEr .
INTEIHEI'H PERSPECTIVE C: From the vantage point standing at the wall on the front left-
hand side of the site, take a photo that captures the right front corner of the site an
anything in the viewlinder that is to the laft of that corner.
INTERIOR PERSPECTIVE D: From a vanlage point just inside the rear door or at the rear of
the site, take a photo o capture the fronk of the site, as well as any of the sidewalls that are
visible in the viewlinder of the camera. A photo of this perspective is taken to be able to view
the interior of the frontase of the location. If the front of the site cannol be seen from the
rear door or the rear exterior wall, additional photos must be taken of the sections of the site
that are not visi i he W, in

__memww_mﬁme title. These
Litled perspectives may also be submitted electronically in a . jpg or gif format.

2.3.4 Site VYisit

Onee we have reviewed the Buxton reports and determined that you have some viable
Incations, we will arrange a motually agreeable time to mest with you, visit the area, and
review the site. We will usually spend a night or two, visit competing restaurants, and study
the market, lsoking st croveds and sales. We will alse devole time o driving around looking
al catering components such as whera major emplovers are located in relation to the
Location.

2.3.5 roval Of P Sites

Dnce we have completed our site visit and analyzed all of the data, we will then approve or
disapprove the proposed site. If we disapprove of the proposed site, wvou must select an
alternate site and repeat the site approval process unkil we have approved & proposed site for
your unit, Dur approval of a site does not constitute a representation of wammanty of any kind,
express o implied, a5 to the suitability of the site for a Unit or for amy other purpose. Our
appraval of the site indicates only that we believe that the site falls within the acceptable
site selection criteria as of that time, If we are not able to reach an agresment on an




approved location within six manths after the effective date of the Franchise Agreement, we

have the option to terminate the Franchise Agreement. Any potential location will need an
approval letter from the Director of Real Estate.

2.3.6 Lease Considerations

Any lease relating to the Unit's premises must contain the following provisions in contractual
language acceptable to us:

o The use of the leased premises will be restricted solely to the operation of a LInit.

landlord termination ration of the lease, consents to th nt's

removal (at the tenant's expense) of the exterior and interior sions and trade fixtures,
so long as the tenant makes repairs caused by the removal of these items.

» The landlord will provide to us (at the same time they are sent to the tenant) a copy

of all lease amendments and assignments, and a copy of all letters and notices sent Lo
the tenant relating to the lease or the leased premises,

o _We will have the right to enter the leased premises to make any modifications or
alterations not affecting load-bearing items, at our own cost, necessary [in_ogr
opinion} to protect the System and the Marks and to cure, within the time periods
provided by the lease, any default under the lease, all without being suilty of trespass

or gther torts,
s _The tenant may assign the lease to us {or our designee) with the landlord’s consent

{which consent will not be unreasonably withheld) and without payment of any
assignment fee or similar charge or increase in any rent.

& _The tenant will remain solely r ible fi | shligations, debrs, and

men
under_the lease accruing before the effective date of any assignment to us jof our
designee}.

= The landlord will not amend or otherwise modify the lease in any manner that would
affect any of the foregoing requirements without our prior written consent (which will
not be unreasonably withheld).

o Upon expiration or termination of this Agreement, we [or our designee) will have the

right to an assignment of the lease with the landl_nrd’s consent {which consent will not
be_unreasonably withheld) and without payment of any assignment fee or similar
charge or increase in any rent. The tenant will remain solely responsible for all

i ebts, and ts under th ceruing before the effective date of
any assignment to us (or our designes).

| 2.3.7 Lease Review And Guidance

After we have approved a proposed site, you must then lease or purchase the appraved site,
If you will lease the site, your lease must include certain provisions as cutlined above, You

must_provide us with a copy of your executed lease agreement within fifteen (15) days of

[ 2.4.1 Licenses, Permits & Taxes Introduction

ityili iscover and follow all laws and regulations that apply to your
Frandﬂsed Business. This ;qqﬁumldes only an averview. You must make sure that you

immv about all applicable laws and that you follow them.




Z2.4.2 Business Licenses And Permits

To | | rate the Franchised Business, you wi ed certain types of licenses and
permits, The type of required licenses and permits varies in each jurisdiction, The best way

Lo make sure you comply with all applicable laws and regulations is to ask guestions at every

level. You should start with the business license department of your city government,

Describe the Franchised Business, and ask what types of permits and licenses you will need.
Do the same at the county level {start with the county clerks office), and then at the state

level, (Be sure to ask abeul Laxes too.) The state websites included in this section may give
you a head start.
some common permits that might be required in your jurisdiction include:

s Business license - for the right to do business

o Zoning permits - for proof of proper use of the business premises
o Building permit - for any construction or remodeling work

»_Fire certificates - for occupancy of the business premises

s Pal rmit - f C of the business premis

o Sellers sales tax permit - for state sales tax
s Food permit - for handling, preparing, or serving food

» Health inspection - for sanitary conditions
This list is probably not comprehensive, There could be other required permits and licenses
in urisdiction.
This precess may involve seemingly endless paperwork, bureaucratic inefficiency, unnecessary
gg'_l,ﬂ'_@ red tape, etc. but don't get discouraged, and don't give up. It is extremely
¢ that with all I
Z.4.3 Food Safety Management & Food Handler Certifications

All_managers and hourly supervisors MUST be certified by an entity providing a Food Safety
Management Program., DM| must appreve the provider of such a program and such
certifications must be kept current. StateFoodSafety.com is DMI's provider for Manager Food

5

safety Training and certification. We can help you get set up in ima iness
after all of the logistics are lined out and submitted to StateFoodSafety.com, Ema

tracey. meclure@jasonsdeli.com fo get yvour Franchise starbed.

All Food Handlers MUST complete the Introduction to Food Safety Module. This training s

required and has been incorporated into the new hire orientation and all new hires will be
uired to complete their Food Safety certification within 30 days of their hire date. Please

see the following link for detailed instructions and links to all materials. Intreduction to Food
Safety Module

Please keep in mind that yeur Health Department may require an AMSI-accredited Food
Handler training certificate. Chech with r m_members whose ANSI certificates hav
expired or will expire soon. They will need to complete an AMSI-accredited food handler
training program, StateFoodSafety.com is our preferred partner in obtaining this training and
certificate,

Food Safety training expiration dates will be mgnﬁ_ DMl wses HaotSchedules. Follow these
steps in_HotSchedules - Applying Certificates to assign the appropriate training and
expiration dateys} to your emplovees. Check with -.-nur health department and follow their
requirements. Copies of all certifications must be kept in the store for inspection purposes.




| 2.4.4 Tax Registrations And Payments
To leqally operate the Franchised Business, you will need to file certain_types of tax

registrations. As your tax obligations become due, you must pay your taxes.

making timel ments willl avoid Lax liens iability for back taxes and Liies.

= Every business should file an application for an Employer Identification Number {EIN].
This is done on IRS Form 55-4, which can be found on the IRS's website at www. irs.gov

or at your local IRS office.

s _If you are in a state that assesses income taxes, vou will need to register vour business

under your state's income tax laws, Check the website for your state's treasury
department or department of revenue for details and forms for doing this.

= If you have a business entity and you are in a state that assesses franchise taxes on

business entities, you will 0 register your busi under your states franchise
tax laws. Check the website for your state’s treasury department or department of
revenue for details and forms for doing this.

s __If you have employees, you will need to register your business with your state’s labor
department. If you use a payroll company to process checks to employees, the payroll
company will usually obtain this registration for you.

®»_Some cities, towns, and counti ] Laxes on vehi ipment, and

other business assets. Some local jurisdictions charge taxes on inventory. qross
receipts, and income. You will need to make sure that you promptly file and pay these

Laxes.

l[ 2.4.5 State Information Websites

Infermation about business licenses and registrations can be found at_the following state
government websites:

AL revenue.alabama, gov/ business-license/

Jcommearce.alaska.g ah fchpl/ Bus
AZ ardor. oov/ business
AR portal.arkansas. gov/owning-a- business/

inessporial. ca govi registration- its/register-a-business!
Co ww'w 505, 5tate. eo.us/ pubs/business / businessChecklist. html
CT portal.ct.gov/DCP/Agency-Administration/Division-Home-Pages/ Licenses
DE _ onestop.delaware.gov/osbripublic/
DC  dera.de.gov/page/registration-and-licensing-services-businesses

FL ﬂnri&arﬂgg,mf;ueﬁI:i.lsin_eggﬂmmmmmnm slartup.aspx

GA dor.geargia. gov/taxes fregister-new-business-geargia

HI www. hawaii.gov/dcca

1] commerce. idaho.gov /idaho-business/grow-your-business/

L hitps:/ fwww. illinois gov / services /service. business-registration-taxes-revenue. html
IN WL in. gon / sos business f

14 tax. iowa. gov/businesses business-permit-registration

K5 www, Ksrevenue. org/busregistration. html

Ky onestop. ky. gov /start /Pages/default. aspx

LA www, 505. |8, gov/ BusinessServices/ StartABusiness/ Pages/ default, aspx

ME  www, maine.gov/portal/business/licensing.htmil
MD  busin Jmaryland. govis

A WA info-details/starting-a-business-in-massachusetts

Mi www.michigan.gov/ taxes/business-taxes/new-biz
MN__ mn.eov/portal/business/

M5 WL SO s oS E55-SPIVIC B i
MO WL 058, ma. gov/ business




MT sosmL.gov /business/
HE www, nebraska.qov/osbr/index.cgi
HH wiww, revienue. nh. gov/ fag /register-business htm

M) Wi state, nj, us/ treasury/revenue/ gettingregistered, shtml
MY whae_besi Kpress. my.gov

MM wwwerld. state, nm.us/
MY www.nvsos gov/sos/ licensing/state-business-license

ML wvw . nccommerce. comy business / start-business-north-carodina
M wivowr. nid, gov/businessres
io. govd business/ resources / business-i
OF___ www, okcommerce.gov/licensing
OR___ www, oregon.gov/business/Pages/ index. aspx
PA___ business pa.gov/register/
Ri wwrw. 505, Fi, gov divisions fbusiness-services
SC sc.gov /business/licenses-permits-and-resistration
S0 sdsos. gov /business-services/ defaull. aspx
TH  www.tn.gov/T f sinass-tax/registration-and-licensing. html|
T mov. texas. gov/business/ page/start-a- business
T https: { /secure.utah.gov/osbr-user /user /welcome. htmil
WWW L VETTIONLgaw L/ business /i Tid=87
WA www virginia.gov/services/ businesss
WA dor.wa,gov/open-business/apply-business- license
WY businessd.wy, Rwﬂ'“m*buﬂm_ﬂéﬂﬁgamgﬂm
Wl wwow . revenue, wi, gov/ Pages/ Businesses/ Mew- Business-home, aspx
WY hitp: / fsoswy.state wy, us/Business/ Business. aspx

II 2.4.6 Business Licensing & Tax Registration Additional Resources

If you need or want help, there are people willing to assist vou to understand and comply
with your business licensing and tax registration obligations.
You can contact:

= omall Business Development Center

e« SCORE - for small business mentoring
s Small Business Administration

= Other local economic development organization
#  Your local chamber of commerce

* _An experienced business attorney
e Local library reference desk

FAeH== =t d
[ 2,5.1 Scheduling Initial Training
We require you to complete your training session no less than five weeks before your
opening, You can schedule your session by contacting our Director of Development. [_Hg[
Management Inc. will provide you with initial training at the closest geographic ate
training location to the Deli you are going to open, as determipned by the Development
Deparkment.
Major markets include;
o Allanta, GA #» Beaumaont, TX # _ Chicago, IL
Austin, TX + Birmingham, AL » _Dallas, TX
Batan B LA « Charlotie, NC # Ft, Worth, T¥




& Houston, TX s Raleigh, NC area

& Orlanda, FL &  Bichmend, VA
& Phoenix, AZ Washington DC
The initial training program is for you and four other management persons who are to be

actively invalved in the operation of the Dell. You should plan for the initial training session

to last at least thirleen weeks.
In order for you or a trainee to perform at the level of General Manager upon completion of

the training program, It is suggested that the trainee should have five or more years of full-

rant managemenl experionce. We reguirg at least & nd sometimes all five
initial attendees to have some level of prior management ELperience,
Attendance at the initial traini ram is ma for or, if you operate in corporate

form, the controlling shareholder (or if no controlling shareholder member exists, a person
approved by ws) and four other persons who will be actively involved in_the management of
the business or operation of the Deli. New management personnel must comply with the
requirements as well, Training must be completed successfully to our sole satisfaction.
Failure to meet such requirements copstitutes a default under the Franchise Agreement,

ining_programs are com in_gne of our ¢ ate markets as determined by our

Director of Development. The specific location at which your training will occur is at our
discretion,

Other key personnel may also attend with approval. If you hire new M nik
personnel, these persons must also attend and satisfactorily complete the initial training
program.

You, a5 a Franchisee or developer, or your emplovees, are responsible for all personal
exXpenses you incur for traini rams, including all and e relatin

transportation, lodging, meals, wages, and employee benefits, We may charge a reasonable
fee for materials and participation in any training courses or seminars offered by us, except

that no fee is charged for vou and the four persons representing you whao attend the initial
training program.
In_addition, participation in our Core Values workshop is required for all individuals holding a

management position, This is a three-day seminar where we explain our culture and the

values that we promate as part of our concept. We may from time to time require additional
training on various topics.

2.5.2 Training Program

Qur initial training program will consist of 50 hours of classroom training and 625 hours of on-

the-job traiming. The initial training program covers arientation to the topics shown in the
ow. Training materials include the Manual and ot miaterials that will be

distributed during traiming.

Qur_training program is under the direction of our Director of Development, Development

Managers, and gur Business Coaches. The hours shown below include the approximate time per
Lrainese.

Hours of Hours of On-
Subject Classroom the-Job Lacation
Training Training
Personned 1] 8 ”
e s - Clasest geographic
Administration 0 il corporate training
Operations 50 250 location to Deli to
—— be opened as
Advertising /Marketing 0 16 detarmined by the
Customer Service 3] 100 Development
Food Preparation 0 200 Department.




Inventary Control 0 2.5
Sanitation and Safety 0 20
Total 50 625.5

——————————————

After you have recelved a.m:nrwal and hr.we I:IIJFEE_E!I,'J or leﬁ a site fn-r -.nnur new business,
you will be ready to begin the bulld-out process. This is the time to hire the services of an

architect and an engineer,

DM retains a i r t and engineers at all times. ily available for
all franchisess, We strongly recommend that you use their services for the best results, We
can_accommodate an_eoutside architect/engineer firm butl understand that our prototype
consultants will be required to review your floor plan and construction documents as well as
make at least one site visit to verify the wark, This will be billed to the franchisee. If you do
choose to provide your own ABE, please contact Mevin Gray in the Growth Department
(kevin gray@jasonsdell.com). We can provide information on that process as needed.

4.6.1 Basecamp

Basecamp is a mandatory commumnication teol that the Growth Department has developed to
keep all persons who are responsible for a project informed of changes, tasks, due dates, and
responsibilities for_getting your restaurant open amnd everyone trained. Business Coaches,
Development Department, Growth, IT, Distribution, General Contractors, etc. all have access
to the projects that they are specifically working on.
Basecamp contains the prototype drawings, new construction startup manual, floer plan,
construction documents (plans), calendar, milestones, to-do lists, photographs of progress,
and site address and phone numbers. The calendar can be uploaded and added to your
lendar and milestones generale emails to the r i ties when they need to

|
be completed, Once a milestone has been completed simply check the associated box to let
everyone know that this milestone has been completed.

You will kearn maor on Basecamp during your countdown meeting.

2.6.2 Building Out The Facility

Approval of the Floor Plan
Once your site has been selected and purchased or leased, you should contact the VP of

Growth to discuss building your facility. We will have a kick-off call to begin the process of
laying out vour space. Once approved, you will be able to begin construction documents, |f
you are using the prototype consultants. this will be included in their process, if not, you will
WH your floor plan to DMI for approval and pay for our consultants o review
Document Plan roval

unstgﬁp_m documents will be prepared after the floor plan is approved. This typically takes
4-6 weeks, DMI will need to review the construction documents before you can submit them
for permilting. Again if you are using an outside consultanl, there will be a plan review fee
passed on by our architects, Once we recefve the construction documents and all

qualifications are met, you should begin obtaining your ity permits and begin the process of
obtaining bids from contractors. To competitively bid on the job, vou should callect three to
six bids.

aupply your contractars with a request for a proposal (RFP).
Upon the contractor receiving an RFF, the contractor will then:

* Perform a job site walk-throwgh to discuss the scope of work (SOW) that will be
performed at the locathon.

s__Resolve any questions about the SOW for the project before a proposal is sent.
s Subwmit a formal proposal jincluding pricing and a detailed SOW that will be performed.




If you follow the prototype or stay as close to the prototype as possible, you will not have any
major fsswes. This is not a time to get creative,
You or your contractor must submit weekly photos and updates to your Basecamp site.

2.6.31 Selection Of A General Cantractor

If you need assistance in ti r contr W Can assist by providi with a list

of contractors used on other Jason's Del prajects. General contractars should be contacted

OCE Yyou receive a ring from r archi igner. This is the poin i will

!
have enough information to deliver to the seneral contractor. Based on the scope of the
work, the general contractor will then tell you whether it is interested in taking on your
project, As with the architect/desi be certain the contractor that

has a full understanding of any challen ssociated with the proj nd how he will hav
approach these challenges. The Scope of Work may help review the general contractor's
responsibilities,

Determine whether the general contractor is interested in the project as well as what their
workload will be like during the time your project is underway. Identify your primary peint of
contact and review all contracts associated with the project, as well as related fees. Be sure

to discuss any charges for work order changes that might gccur during the project. Specify

names of any and all people authorized to sian for work order changes.

As you did with the architect/designer, be sure to obtain from the general contractor a full
understanding of the timeline and what is expected of you. Make sure that you address any
special circumstances that have to be deait with before employing the general contractor and

starting the project,
GET IT IN WRITING
Before you commit, get a list of references that you can check to ensure that a general

contractor is a person with whom you want to do business,
To locate general contractors in your area, log on to the Website of The Associated General
Contractors of America ("AGCA™), We do nol endorse the services provided by any of the
vendars to which you may be referred by AGCA. You should take an opportunity to review the
services offered by several contractors before selecting one.,

General Contrac merica
333 John Carlyle Street, Suite 200

Alexandria, VA 27314
Tel: 703-548-3118

WWW.ARC. 0N
oval of Contractor
Once you have chosen a gualified general contractor, you must provide us with:
1. AlA Contractor's ification Sta t {Documen 3]

2, Twa full years of financial statements

3. A Certificate of Insurance (ACORD)

4, _Letter from bank te include member standing and dollar amount of open line of cradit
3, List of current and completed projects listed by year [for the last 2 years)

6. Credit and construction project references

Be sure to obtain a contract in writing. We strongly recommend that you retain counsel to
review the contract,

2.6.4 Get It In Writing! AlA Contract Documents

With development, we strongly encourage vou to “Get Everything In Writing"™.
Yerbal directives and agreements often lead to miscommunications and could delay the
opening. To assi in documenting the processes of construction, we recommend using

forms provided by the AlA - American Institute of Architects. The AlA Contract Documents




Program., the oldest and most comprehensive program of its kind in the world, develops
standardized contract forms and adminisirative procedures for the building industry. AlA

contract documents provide the basis for nationwide unifarmity for contractual relationships
in_the destgn and construction process. They represent the state of the law regarding
construction industry practices and new legal developments. Most importantly, they assure

fairness to all parties - owners, architects, engineers, builders, and contractors - and
contribute to successful projects.

Any project will benefit from the use of AlA contract documents. Contact your logal AlA
chapter or discuss AlA contract documents with an AlA architect. There is a fee charged by
AlA for these documents. However, using these forms can ensure a clear message between
youi, your architect, and your contractor, and thus prevent unforeseen issues and delays

caused by miscommunication. These types of delays and changes can add thousands of dollars
to the cost of your project, much more than the cost of these few documents. Therefore, we

Fecommend & use some sorl of written communication as L to aid in preventin
these types of issues,
The following are some commonly used documents:

Al standard Form of Agreement Between Owner and Contractor

General Conditions of the Contract for Construction

Standard Form of Agreemen Chwrnier and Architect
dard Form af Agr er and Aschi far ignated Sevvi
| Change Order

Application and Eerti:l‘ir:asg for Payment

Lertificate of Substantial Completion

2.6.5 Construction Specifications

All_construction specifications. plans, and information needed for the construction of your
new Dali will be located in Basecamp.

l 2.6.6 Required Fixtures, Furnishings, Equipment, And Services

Early in the process of developing your new restaurant, you should refer to the new
construction startup manual which is incorporated here by reference. In this Manual, you will
find a list of all of the fixtures, furnishings, and equipment you will need to purchase for your

Linit, Included in the list are specifications and pricing.

2.6.7 POS And C ter Systems

At present, Delis owned by us are equipped with eleclronic point of sale systems.
Qur system includes the following software packages provided by NCR:

1, Algha Q5
2, Aloha Takeout

3. Aloha EDC

4. Aloha Configuration Center
2. _Aloha Insight
Our systems provide a comprehensive ordering and store management platform that

integrates with RRT online ordering system and includes the following: o

1. Labor Mansgemenl

2. Order Taking



3, Delivery Order Management
4. A/R Customer Management
5. _Annual Tax and Labor Reporting

6. Invent ntro
7. Sales Information
Computers: You must have a computer with 8GB memory (RAM) and &0 GB of hard drive, a

minimum of an Intet |7 processor with minimum broadband access to the internet, and a
compliant operating system of Windows 10 or greater accoempanied by a standard printer that

can handle black and white (color optional) ink that results in 8 1" X 11" printouts.

2.6.8 Sign Requirements

We will provide you with contact information for our sign vendor in the New Construction

Startup. It's im nt as you begin the process, to reach out to all of the vendors tp
find out lead times so you know when to place the order. We strongly recommend that you

make contact with our sign vendor as early in the process as possible as the sign-creation
process can take two months or more,

After you have selected your site and begun construction, we will set up a meeting where we
will introduce and review the Store Opening Manual (Occasignally referred Lo as the
Countdown Book). This Manual explains all the things you need to do to staff, stock, and and
otherwise be ready 10 open your store.

F ut More About Store click on the link Store Openi Thi nual is
m nd its reguirements are in herein by reference,

| 2.8.1 Required Items

The initial supplies List i additional items t wi o purchase bef
can open your new Jason's Deli. As part of the Countdown Book, you will recelve a list of all

5, including food, small war. nd office and cleaning supplies th will need. The
List of small wares contains the standard order that we will automatically supply. If you wish
IE make adjustments to this order, you will need to contact your assigned Business Coach.

The Store Opening Team will help vou place your initial food order,

ll

2.8.2 List Of Suppliers

In_the Countdown Book, we maintain a list of designated and approved suppliers, Qu
specifications for supplier approval include warranty, refiability, appearance, and dE'"Eﬂ
All specifications will be given to you upon your request, Changes to the specifications or the
designated and approved suppliers are contained in_the Manual and are revised from time to

L.

A variety of inventory items, currently including products such as soup, bread, produce,
certain meat items, salad dressings, some sauces, seasonings and spices, soft drinks, cheese,
coffees, and teas are only available from desianated suppliers. Designated suppliers are the
only suppliers approved for these products. A list of these designated suppliers and the
inventory items that you must purchase from the designated suppl re included in_the list
of suppliers mentioned previously, We supply all these products through our distribution
center. You may cbtain seme of these products from the manufacturer or other suppliers,
Typically, products like bread, meats, and soups are made according to our specific recipes




and specificatians and will only be commercially obtained through us as they are only made

far use In our stores.
If you choose to use a different distribution source. it must be approved in writing. In

addition, the use of any substitutes muyst be approved in writing as well, A substitute
ion_is more likely to be a it_matches our i nt and the

nutritionals of our current specifications.

You will need to use some or all of the following services. You will need to establish accounts

with various local service providers when w:uu St m your new facility, Some of these services
be provided wr landlord u

The list that fodlows is intended to be a gm_ghh;t of common services you might need to
Establrsh yoLr [rgnchﬁed Business, bul it is not necessarily comprehensive.
Alarm i S Securit
. it

®  Grease Removal
= High-speed Internst
Emplo d Check Service
#  Hatural Gas
] # Music
*  Telephone Services
s Waler/Sewape

» Waste Removal
s Yard Servige/Grounds Maintenance

#_Snow Remowval

Very few industries emphasize professional appearance and ElEanl!ngE like the restaurant
industry. A food service professional must project that he/she is proper : concerned with I:h

cleanliness of his/her Deli and the handling of food products. Personal hygiene should neve

be overlooked or compromised.
Any employee directly hamﬁmg tood should wear gloves. I, during a shift, it Eumes

necessary 1o take his/her gloves off to perform a duty, such as handling money, sweeping,
E.EL_H.EL or so forth, the employee is required to wash his/her hands and then put on
clean g!.wes before returning Lo any t_-lgp-q! of food handHn-E

It i bility te estabiish 5! @ ramce, subj QLT
un'in:n'm {dress) requirements and your lm:al laws and [ﬁulgtms
2.10.1 Everyone

s Always offer a sincere smile when invalved in any and all types of customer contact.
s _>moking [including e-ciearsttes), eating, or chewing (gum, dip. or chew) is permitted

only in designated areas and never behind the counter. Mot only do our customers find
these acts unappealing, but they are also health code vielations.




e Acrylic mails or fingernail pofish are not permitted and are generally health code

violations.
s Tattoos are allowed if they are not offensive (such a5 a violent nature, gang-related or

sexual nature) or an excessive amognt, Mo facial, ne knuckle, and no large hand
fatloos are permitbed.

» _The outermast article of clothing must have a Jason's Deli logo.

| 2.10.2 Female Employees
Tasteful jewelry may be worn as long as it Is not offensive, oo large, or an excessive amount,

For example, a small nose stud, small tongue ring, and ear gauges smaller than the natural
earl by the gauge) are acceptable. Local health department rules regarding

feswelry must be followed,
3.10.3 Male Employees

Tasteful jewelry may be worn as long as it is not offensive, too large, or an excessive amount.
For example, a small nose stud, small tongus ring, and ear & natural
not stretchad by the gau are Lable. Lacal health depart toruf ardin
jewelry must be followed.
3.10.4 Uniforms
s Hair will need to be pulled back in a controlled fashion.
s The health code requires that food handlers wear a hat or a visor (with a hairnet}.
»_Deli employees and managers must wear professional work attire and a name tag,

DBrivers are required to wear a Jason's Deli hat, Jason's Deli driver shirt, name tag o
the right side of the shirt, white crew neck undershirt, belt, and n@_'ﬂm
Drivers must wear khaki-colored conservative docker-style pants (no cargo, leggings,

fesgings, or corduroy pants allowed) or knee-length skirts {women only) while working,
The outermaest article of clothing must have a Jason's Ded| logo.

=

& |n-house employees wear conservative-appropriate blue jeans (no leggings or
ieggings), black or brown belts, Jason's Deli uniflorm shirt, ,Ja_u:ln s Deli hat, Jason's
Deli apron, and non-slip shoes, Jeans with holes or tears, off-coler jeans, fraved jeans,
mwmm or Meached jeans are not acceptable and will not

be permitted to work in. Use good judgment when selecting your pants for work, When
hats are dirty, issue another one. Clothes and aprons should be clean and neatly
pressed at all times.,

= A professional will take the time to clean and polish his/her leather non-slip shoes.

Sochs shoul d must be worn.

o Shift supervisors, key employees, and catering assistants should be dressed in manager
attire, Logo shirts may be ordered from Dominion. Manager attire alse fncludes a

E&Mmﬂﬂs cannot wear tennis shoes).

11.1 General Insurance Reguirements

We require you to maintain certain types and levels of insurance coverage. This insurance
requirement is primarily for your benefit. Insurance will help you protect your investment in




your new business,
It is possible that you will be reguired by others te maintain certain types and amounts of

insurance coverage. For example, your premises lease may impose insurance requirements on
you, Additionally, if you borrew maoney, your loan decuments will probably impose insurance
requirements on you. Finally, the worker's compensation laws in your state could impose
lnmranceggg ﬂﬂ*ﬂﬁ an you.

ili igs must namwe ws and an idiaries and affiliates tha

desianate, as an ggg tional insured and provide us with 30 days prior written notice of
termination, expiration, cancellation, or modification of any policy. The terms and conditions
of all policies. including the gﬂgunt of any deductibles, will be gﬂr_sgtem with the

requirements we prescribe, Y. sk also contain a wai
You must also comply with the 'H'Ej'j compensation laws of your state, and we require that
you obtain such insurance to cover injury to your employees.

Ejﬂ?ﬁ' keep in mind that the insurance r:hlin.al;}um we Impose are the minimum coverages we
u_might want additional cav your own protection. For example, some

areas ul the country are more prone to earthgugke; or flooding than others, and insurance is
often available to pmiect lﬂ_ﬂh‘lﬁ[ risks. We suggest that you consult with an

experienced busi r determine what © 1 suits I particular

situation and In-tati:m- ‘He may J;Eﬂﬂﬂg our_ minimum insurance coverage requirements at any

time.

JI 2.11.2 Minimum Coverage Amounts
We currently require you to maintain the following insurance coverage:

o You must insure properties against loss or damage by fire, lightning, wingstorm, h-.all,
explosion, riot, riot attending a strike, civil commotion, air traffic, vehicle, smoke, o

other risks usually insured against by persons operating like properties in the lgggppe-s
where the properties operated by you are located, in amounts sufficient to prevent

you from becoming a co-insurer within the terms of the policies in guestion, and in any

event ina nts no than 80% of the then insurabie v ereal:

*  You must obtain public liability mmggn:e in_an_amount not less than 51,000,000
combined single limit for bodily in iEE. property damage, to include products and

compieted operations and personal injury protection. You shall alse maintain

Enﬂmgg single limlits budllg rju g,: an-d EEII.I damage insurance in an amount not
ess than $1,000,000;

*  You must obtain workers' compensation insurance in the amount of $1,000,000,

unemployment compensation, disability insurance, social security, and other insurance
coverage required by law in such amounts as may be required by any applicable law:

» A business automobile policy covering hired, non-owned, vehicles in_the amount of
51,000,000; and
#_Such other insurance as we may, from time to time. require amounts designated by us,
= Al such policies shall insure you and us {you shall name us as a named additional
tnsured) and shall protect yvou and us against any Liability that may accrue by reason of
h15 Agreement, the I[ggchls&, the Licensed Rights, or the ﬂﬂgﬁﬂiﬂl maintenance, o
rak or agent of h shall deliver to us

l:ertalil:atg; of lnsgrggg evidencing your compliance with th!j ggmrﬁnenl and
instrisct the carrier to provide thirty days' notice of cancellation o us

* _Insurance requirements are subject to change,
2,11.3 Insurance Company Requirements
Your insurance policies must be from an insurance carrier acceptable to us. An jnsurance
carrier rated A+ or better by AM Best, or meeting other criteria we may establish, must issue

all insurance policies, except for your worker's compensation insurance.




Before you first open your Unit for business, you must provide us with satisfactory evidence of

your_insurance coverape. Each year, you must provide us with satisfactory evidence of the
renewal or extension of each insurance policy or any modifications to any insurance policy.

1 Hot ign
It is important that you schedule your grand opening date with us at least six weeks before
the opening.
Every store opening is different. but as part of vour Countdown Book, you will receive special
instructions, recommendations, and advice that will help you make the most of your first day
of operations, Some of the information contained in the EEI will be mandatory activities
and they will be clearly stated. Other information contained in the packet will be in the form
of recommendations and advice.
2.12.2 Market Assessment Coverage Amounts
There are several relationship-building activities you can complete during the initial wisit
which will help you understand how best to approach, serve and advertise within your
market, Identify these organizations r initial market visit.
During your initial visit, you may establish contact with or determing the following:

o Chamber of Commaerce(s) - there may be multiple, city and area / regional

o The local school district, county, or board administrative offices - there may be

multiple

»__Local city and/or county government offices

»__Major corporations

» __Houses of worship

# High schools

& Elementary schoaols
»_ Middle schools

L tail

« _ Medical affices

The HI:H'EI Map Exercise
i r location, drive 10 minutes i i ion, using major thoroughfares. Mark
mp at thE furthest points of the 10- rninute ra:hus and connect the dots, Thls defines the
arket area. 'We call this the B0-10 usiness will
sgme from within this 10-minute drive of the Deli. This is the Zone of Cmvemence for your
mer. In t of those living, worki i I wisili ide this area, vour
ived m oe, o brand swarensss dimini i g Initial market
wisit Lo fi i ical  bound understand i r mientall

acknowladee where most of your marketing efforts will occur. Draw an quthne of your
effective market by using the 80/10 rule on a map. Pinpaint each school, church, hospital,

retail, and major office / industrial / business park on Lhe map using colored dots (available
at mast affice suppl
AL the Chambar of Enmmeg;g

This is the first appointment vou should consider making in a new market, Bedin your initial
review process by interviewing the "Director of Membership” at the chamber. DO NOT visit a




salesperson, The Director of Membership is the salesperson's boss. The Dirg-:mr of
Membership is “in the know"™ about the businets environment and the community, They are

WE res;_en;a of the community and have frequent contact with many of Lh
1|.r|P' within T. ime Lo lue 4 complete presentation a
i [ h1 size ic coverage, catering/delive

D.I'-'IID facilities, and our marketing strategy for npemn.q new Delis, Then ask the Tln{tm-.rlgg
uesticns:

If_you were me, which organizations within {insert your community) would be your best
prospects for catering meetings/events? Can you rmj o _these [ggﬂizatims to met
D have & List nted or mailing label School
Board, City Council, School Superintendent, Fn-i'ice Chief, §E ,_Fire Chief, etc.)
within the community that | can use for the invitation to my practice days at the Deli?
s What Chamber or "Community Events” accur throughout the year? Which ones are

hy of m Cion (offer the most ex within th ity 7

* Do you provide any public relations services for new members? If not, do you have a

list of all possible media contacts and companies (newspaper, radio, cable, and
broadcast TV

s Do you know the food or business editors at the local paper? If so, will you help me set
an appointment with each of them?

»__Mormally, chambers offer ribbon-cutting for new members. Who do | need to visit with
Lo arrange ours?

» Do you have breakfast networking meetings? |f so, can members sponsor these

et i civhel] uets and a brief ntati

*_Is it possible to include a grand opening flyer (insert) in your newsletter?

At the School Di

Typically, the school district is a “Top 5" employer within the market. The average school
district will empley some 2000 to 1500 people, Think of the school district as a big company

with its headquarters at the administrative office. The CED is the superintendent. The board
of directors is the schood board. Several critical relationships are key to your catering success

with the school district. Before approaching the district offices, wvisit the school district
website to obtain the relevant contact information. The administrative assistant to the
superintendent s your primary contact and wsually will be able to help you coordinate a
Wlw meeting with all of the admins within the district office (if not, vou can

yal visits with each rtment]. Litimatel wr goal is ame Lhe in
mﬂ_fg_wmm food service within each department.
Here are some necessary tasks to complete upon your visit to the schoal district:

s Meet the superintendent’s administrative assistant. See if they would be able to
coordinate a_meeting with all the admins within the district a5 you get closer to the
opening date.

* Meet the communications director’s administrative assistant. Try o obtain contact
lists of school booster clubs and/or PTA presidents for each school in the district.

# the athletic director and his/her administrative assistant. Inguire a k5

rocedures for food for away games and competitive rraments. Obtain a list
and contact information for head coaches and the facilities managers of area stadiums

andd/ letic venues,
* _ Meet the purchasing director. Obtain and complete the forms necessary to become a

vendor with the district. Once you have been added to the list, you will receive
announcements about catering and food service opportunities within the district,




s Obtain_a list of schools and facilities within the district complete with contacts,
phone, fax, email, and addresses.

o Obtain a map of area schogls.

s Obtain a school calendar of school start, end, holidays, and teacher in-service days.

At the and County Government Offices
Your city and/or county government_offices are similar to the school districts in your area.

Government off L quite as | arl 5. Hevertholess
cithes will typically employ some 500 to 2000 people. Work "City Hall" the same way vou do
the school district admin offices,

KEey contacts are:

®  Mayor's executive administrative assistant
s City manager's administrative assistant

» Purchasing director

s Urility department

FPodi nd fir riments
PR - Interviews with Local Media
PR_{public relations) is 8 means of advertising and one of the least expensive methods Lo
i h ! Li brand in your market, aith it wi uire time and relationship:
building with local media, PR is often referred to as "earned media," because you do not pay
for it. Rather, your goal is to focus on earning coverage with a stovy (it is storytelling, after

all) that is interesting and retevant enough for a local reporter to feature in their respective

outlet.
The first step to obtaining PR for your w is to identify local media contacts in your
Chamber of Commerce |s 5 list. Some chambers

“Media Kit" containing individual contacts wwﬁ. while others will assist you
in_acquiring PR before the opening. Your becst bet is to m Director at the
chamber how they can help you to oblain PR. Be sure to specify that you are looking for
conlacts for reporiers - you do not want to talk to salespeople at media outlets. They
specialize in paid media, not earned media.

In general, your best contacts will be reporters and editors who waork the following beats:
local business/real estate; employment; food/entertainment/lifestyle; human interest/soft

news, and parenting.
several media outlets exist:

s Print

. r il

o Community newspapers [uwsually weekly, usually owned by the major daily)
o Business Journals {weekly or monthly)

All the above are your best prospects for picking up earned media. Dedicate most of your
5@5 and effort to print. Alse, keep in mind that print can mean our story is run in physical
copies of papers, enling, or both,

* Broadcast
« Radio stations
& TV stations
Typically, broadcast outlets have tightly controlled schedules planned far in advance, These

will be the most challenging outlets to cover a new Deli.




Market size matters. Small markels tend to syndicate, meantng they are unable to broadcast
their own content. Large markets usually have very strict schedules making it difficult to
break through with earned media. Medium-sized markets are usuvally the sweet spot, but
earned media is still not a guarantes. The best bet we have for broadcast earned media is a
new Deli in a new market that is medium-sized.

Usually, if any coverage is to be earned, the DJ/host/etc. actually likes the
personally, While it's greal to make an effort Lo get picked up on broadcast outlets, know

many variables make this challenging. Over Lim writh lar_relationship building,
it may become more feasible to get featured on-air.
s __Web-based
®_ Mom bloggers
+  Kid-friendly sites/blogaers
Hutrition/ =f

Most local and some major newspapers will profile 3 new restaurant with an article in either
the “Lifestyle” and/or the “Business™ section, Each section will employ a staff person or

freelance writer for wrilten arlicles relevant to the community, The newspaper website will
lisk_each editor and give thelr contact information. Call or email each editor to present a
compelling, reiﬂ'-'ant reason for an article about your store, and ask for an in-person interview
ing.

Ideally, you w !! be able to obtain an appointment and meet face-to-fage, However, in this
day and age. it is completely normal to conduct interviews via phone or email.

Most likely, the reporter will control the questions that gel asked during the interview
process. If interviewing in _person or over the phone, always ask for a list of interview

questions ahead of time. If interviewing via email, you will already have the guestions.

You sheuld strive to include information about Jason's Deli's history, menu, catering,

gecgraphic lecations, and Core Values {The Highest Quality Food Served Safely, A Great Place
to Work, Out of This World Hospitality, Highest Personal Standards, and A Healthy Growing

n ible whille answerd estions. If the f sure Lo

Company}, Be as brief as possible while answering questions. If the feature is short, be sure to
highlight variety (healthy to indulgent, salad bar), clean food (HFCS, trans-fat, M5G, food

Luten-f; ffari nfo about our corporate culture (Great Place to Wark Famiil

Fund + Scholarship, etc.), and CPP,
Badio stations can be pr EEEEIE for catering, Sometimes they may give an on-air mention if

Tood is brousht to While that is not a guaranteed outcome, getting caterin

stations (radio or TV) Is a gn-udm‘!l gesture, can aid in getting local personalities acquatnted

with the brand. and starting to build relationships, You need to target stations that serve the
broadest audience. Adull contemporary stations generally do a great job of hitting eur tarcet

demographic.
Local TV stations may offer features or special interest pieces to local businesses during an-
air programming. Early morning shows, holiday features, or publicity stunts are possibilities.
Hl.ajﬂ Corporations

You need tn stop into Ihg major employers in the a en and gualify their catering needs. This

willl hied in setth intments in the community.
Visit list - i-.lake ali ul th | laces wlthin a thrse-mile radius around the Deli

»  Apartments

L4 EI‘!E

s Car dealerships

o Limited service hotels

s__Retail - large retail stores (department stores)
#__ Dry cleaners




o Daycare centers
This is the list that the GM or someone you designate may use to make visits from once they
enter the market,

2.12.3 Roles For Opening A Hew Deli
Opening a Deli n important part from the first day. Here is an overview of what each

pasition can do during the opening. You can have calls and meetings Lo keep all involved up Lo
date and informed,

The General s Role in the in
The GM enters the market roughly elght weeks before the opening and 5 the first face of

Jason's Deli in the community. From the first day (n the market, the GM begins introducing
him_gr_herself and building relationships with other contacts in the community, The GM
ideally should embody the corporate image in appearance, demeanor, values, and ethics
while promoting the brand in the commumnity. The places you visit have contact with people in
the community who are first brand m;hplgﬂ, and you want to leave a great first
impression and we n La that there are busines
cards, location stickers for the menus, :alerum duides, and dine-in menus in the Dell in week
{ive, The people that you meet during this time will be the group that you may deliver dry run
invitations to in person. These are the contacts that you may introduce to the néw GM as you
transition out of the location. These relationships you build are important to the brand and
will be long-lasting.
The Management Teams Role in the Opening
Opening a new Deli takes a team working together, All the managers must understand their
role and create a welcoming envirenment for all the employees and future customers of the
Del: You will have peupl.e stopping in to see if you are ocpen, You @g!'lt consider intreducing

rsell and givi nu_and a practice run invitation that was left for this purpose,
a3 they are the _ who live/work in the area. There are going to be several community
events taking place the week before we open for training and branding purposes. Someons
should have a store meeting with the management team to review the events and the roles
you will fill during them. It s important that we have the ﬂght people at W

g;g invitations for all of the events. You are going to be doing a lﬂ of mgm and training
during this time as well as seeing that each customer has a great first impression.

Opening Events
¥You might consider participating in community evengg_ngﬂure the opening,
which could help build your brand in the community. Each of your managers can play an
Lmu-nrtamt role in making each event a success,

You will want to make a great lasting impressipn on all that attend. Some examples of events
wi have conducted in the are:

Employee Event Night

In_our corporate stores, we typically schedule an Employee Event Night. These are the first
people to be exposed to Jason's Deli. We see this event as an opportunity to connect with the
staff and build relationships with the immediate family and friends of your employees: serving

the people who will be serving your customers. The Employvee Might is a Dwo-hour event in

which the immediate family Hnﬂ_ﬂﬂnﬂqmﬂlﬂ_@ﬂgl?ﬁ and leaders of the company, see
the Deli, and g;g introduced to the brand. Create the atmosphere thatl you expect them to
create for rs5, them feel lll:e a part of the Jason’s Dell family and Teel

MM

Food

Qur “Made Famous Here™ menu will be availlable. The Salad Bar and Drink Station can be set
up as usual. The menu focused on the items that made us who we are today and our Mission,
Purpose, and Core Values that make us who we are as a brand.

Environment




The managers and corporate staff are here to meet the families and share the company's
Mission, Purpose, and Core values with them. The managers and corporate staff will float

around to the familles and visit with them, The goal of this event is to create a tie to the
brand that will help promote you in the community and reduce turnover in the new store.

eed to feel aood about working f as they are the first le to talk about the
brand to others. A member of your management team could be one of the people working the
door to welcome the employees and their families.
Enmm VIP -
The purpose of the Community VIP i to introduce the Jason's Deli brand to community
leaders and position the store as a community partner, This is a two-hour event that can take
lace on Th of week one during lunch (11- | is to expose them to our ial
services designed to benefit those they serve, endage attendees with our own commitment to
service, and endear them with our hospitality philosophy, The target audlence is leaders
within our key communities whose values. position, and influence can help facilitate our
connection to the community, These people should receive a hand-delivered Invitation.
Schools
o  Principals
» Athletic Directors
- rin
s School Board .

s Booster Presidents

Youth Growups
& YRCA Leadership

s Boys/Girls Scout Leadership
s Youth Sports
o Directors/Recreation Supervisor Of Community Youth Sports

Mon-Frofit
o Executive Directors Of Local Grassroots 501cls

»  Groups Targeting Children, Health, Family, Food, And Religion

Religious
s Pastors, Large Ministry Leadership
Food
Our “Made Famous Here™ menu can be available, The Salad Bar and Drink Station set up a5
wsual. The menu f e items that made us wh d our Missian

Purpose, and Core Values that make us who we are as a brand.

Environment

The managers typically f in_the dining room and talk to customers, Point out the feature
wall and talk about who we are and what makes us different from the rest,

SWAG for the VIP event

Here are some suggested SWAG items for your VIP event:
o Ten Uses For The Pickle Bucket Sheet

s__ason's Deli Keozie
« DBattled Water Or Jason's Soda




o Dry Run Cards

o  Catering Guide

® _ Community Partners Program (If You Choose To Participate)

Practice Runs

You may consider having two days of practice runs where the people that recefved invitations
can come to the Deli and dine in with you. These are typically on Friday and Saturday of week
ogne for lunch and dinner. A host person will be stationed outside the doors to welcome
people and answer any questions about our menu. The invitations are typically good for two
people per invitation, The customer can choose to dine in, take out, or drive through if
available,

We typically do not take pickup orders over the phone for these events taking place an
Fridays and Saturdays. This event is a training opportunity for our new employees and
customers to get a sneak peek of what they can expect from Jason's. First impressions are
lasting impressions so we want to create a great experience for both our internal and external

customers by keeping it a controlled envirgnment

The employees you hire and how you interact with them rest solely with you and your

business, They are not employed by DMI nor do we assert any control over them. You will

that you will need employees to help you. Your employees can have a significant impact on
the success of your business and the satisfaction you get from owning the business.

DMl does i and procedures utilized to hire, manage, or compensate
your employess. However, we do require that you comply with all applicable laws and
regulations and that you administer the operational requirements of the concept to

ensure brand consistency,
When you have employees, you have additional responsibilities. For example, you will have to

comply with employment law. Employment law covers all rights and obligations within_the
employer-employes relationship.
This area of the law governs the emplover-employee relationship at all stages:

s Between emplovers and job applicants

¢ Between emplovers and current employees

s Between employers and former employees

Employment law invalves legal issues as diverse as discrimination, workplace safety, wages

and benefits, taxes, discipline, and termination. Many of these issues are governed by
applicable federal and state laws. You should seek professional advice on how these laws

e U o

affect you and your business, Your employees are your responsibility, and it is best to seek

qualified advice on how to handle any matters that pertain to them.
Employment law issues can also arise under the asreement (written or verbal) between the

employer and the employee. In this case, the rights and obligations of the parties may be
governed by state contract law.

When vou have employess, you will have management abligations to your employess, These
management obligations may include fissues such as recruiting, interviewing. hiring,
orientation, training, scheduling, enforcing the dress code, performance evaluation,
discipline, and termination

We require you to comply with all applicable laws, including employment laws, However, we
are not involved in the relationship between you and your employees. The relationship
between you and your employees is up to you, as the emplover and as an independent




business owner, This section on Human Resources is advisory, It is intended to provide you
with background information to help you learn about your lgggj_@gll!gﬂm_ull;ﬁuﬂuid
management p ractices and to help you avoid potential liability for violation of employmen

laws. Mothing in this section is intended to be legal advice and should not be substituted E

the advice of an attorney or other peofessional who ks familiar with your specific
Clreumstances.

3.2.1 Empl R f lover ibilities
All employees have basic rights in the workplace. A job applicant also has certain rights -
even before being hired as an emploves. A former employee continues to have certain rights -
even after leaving employment,
mgnrtzm; employee rights include;
The right to be free from discrimination based on age, aender, race, national origin,
religion, or any other protected characteristic during the hiring process.

#__The right to privacy of personal information.
# _The right to be fres from discrimination and harassment of all bypes.

» The right to a safe workplace free of dangerous conditions, towic substances, and
other potential safety hazards.

# The right to be free from retaliation for filing a claim or complaint against an
employer.

o The right Lo fair wages for work performed.
As an employer, you will have an obligation to follow federal and state employment and labaor

laws - including those dealing with discrimination, fair pay, employee privacy, and safety in
ﬁ% you will be expected to know and understand:

& How to conduct proper interviews during the hiring process.

. Iy imvestigate job applicants without irmvadin rpriv

s How to properly pay employees. including minimum wage and overtime ruies.

» How to avoid harassment and discrimination based on_a variety of characteristics,
including gender, age, race, pregnancy, sexual orientation, disability, and natienal

origin,

o How to properly handgle sick leave, vacation time, parental leave, and other types of
employee leave.

s Haw to properly prepare an employee handbook.

& __How to properly conduct emplovee performance reviews.

s How to properly discipline emplovees.

s How to fire an employes without violating the employee's rights.

# _ How to respect employees rights after they leave.

3.2,2 Federal Regulations On Employment Relationships
Here ts a brief summary of some of the more important federal laws (in alphabetical order)




related to employment. You will see thal many of the federal regulations affecting
employment relationships have exclusions for small businesses. Usually, this exclusion is
based on the number of emplovees, but sometimes the exclusion is based on other facts (such
as the level of annual gross revenues). Based on the size of your business, you may not have
o comply with some of these federal laws.
AMERICANS WITH DISABILITIES ACT (ADA}

The ADA protects those individuals who have a long-lerm physical or mental impairment that
substantially limits a life activity. A "disability” under the ADA can include confinement to a
wheelchair, vision problems, hearing problems, reliance on a cane or walker, certain mental

llinesses, and muscular disorders.
Under the ADA, an emplover must provide “reasonable accommodations™ for disabled
individuals. Under the ADA, an employer may not;

o Make employment decisions based on generalizations about_the disability.

= Adopt different pay scales, benefit programs, or promotion oppertunities that would
discriminate based an disability.

* Negotiate and enter into contracts with other companies that would have the effect of

discriminating against individuals or groups based on disability.

s Discriminate against any emplovee with regard Lo terms of employment because the
employes’s family member or friend fs protected under the ADA; oF

» [Mscriminate againgt a disabled person through the use of pre-employment medical

examinations, pre-employment inguiries about physical abilities, job descriptions, and

qualifications, absenteeism, and work safety.
Note: The ADA appilies to employers with 15 or mare employees.

AGE DISCRIMINATION IN EMPLOYMENT ACT (ADEA)
The ADEA protects individuals over the age of 40 from age g]gﬁmtu@;!m in hiring, promotion,
angd firing decisions. The ADEA does not prohibit an employer from following a bona fide
seniority system that may have the unintended effect of favoring certain older employees,
and the ADEA does allow age Lo play a factor in the rare circumstances where it is a bona fide
occupational qualification,
Mote: The ADEA applies to emplovers with 20 or more employees.

CONSOLIDATED OMNIBUS E;_QE; LIATION ACT OF 1985 (COBRA}

COBRA protects employees who have ended their employment (whether fired, resigned B
laid off) from losing coverage under a group health plan, COBRA requires emplovers to nffer

continued coverage Lo former employees.

Note: COBRA applies (o employers who have a group health plan and 20 or more employees.
EQUAL PAY ACT

The Equal Pay Act requires that employers pay male employees and female employees the
same wage for performing the same job - in other words, "equal pay for egual work." It
applies only to paying equality based on gender.

Mate: Employers who are required fo comply with the Fair Labor Standards Act (see below)

are also required to comply with the Equal Pay Act.
EMPLOYEE RETIREMENT INCOME SECURITY ACT (ERISA}
ERISA contains detailed requirements for certain employers who offer their employees a

welfare benefit plan or retirement plan, For example, if you provide health insurance Lo your
employees, this is considered to be a welfare benefit plan that is subject to ERISA.

ERI3A imposes certain reporting, disclosure, and payment obligations on emplovers. For
Liabili SES, MEANY em choo third-party “plan administrator” for ERISA
compliance.

M;-re ERISA applies anly to emplovers who offer their employees a welfare benefit plan or
retirement plan.

FAMILY MEDICAL LEAVE ACT (FMLA)

Ln the FMLA ayers must provide their emplo with family leave, The Act allows

for_emplovaes to take the equivalent of 12 weeks of unpaid leave each year far the birth or




adoption of a child or for the "serious health condition” of the employee or an immediate
Tamily member,
Under the FMLA, a "serious health condition™ is defined as an illness, Injury, impairment, or
physical or mental condition that involves an overmight stay im_a hospital, hospice, or
residential medical care facility, including any period of incapacity or any subsequent
treatment in connection with that care, which also includes;

& A period of incapacity of more than three consecutive days

s Any period of incapacity due to pregnancy or prenatal care
o Any period of incapacity of treatment due to a chronic serfous health condition

s A period of incapacity that is permanent or long-term due to a condition for which
treatment may be ineffective

o _Any period of absence to receive multiple treatments from a health care provider,
including treatment for conditions that are not presently incapacitating but would

become incapacitating if left untreated,
The FMLA also requires that, after 12 weeks of unpaid leave, the employee be reinstated to
the same job (or an equivalent job, if the original position is no lenger avallable).
Wote: The FMLA applies to emplayers with 50 or more employees,
FAIR LABDR STAMDARDS ACT (FLSA)

ai Standards  Act  reguires  emplo i minlmum__ wage

requirements, In addlitlun, the FLSA containg provisions on overtime pay and child labor, Not
every employer is rggi_J red to comply with the FLSA.
Mate: The F o emplovers who are engaged in (nlerstate or foreign cammerce
and who have mrlu__aj_qr_q:f_fﬂ'_y_ﬁ of $500,000 or more.

Warning: The definition of engaging in_interstate commerce s extremely broad. You will
probably be considered to be angaged in_interstate commerce. 5o, the real test for the
application of the FLSA is whether your annual gross revenyes will be 5500,000 or more.

TITLE VIl OF THE CIVIL RIGHTS ACT OF 1964
Titie Vil prohibits employers from discriminating against employees based on race, color,
national origin, religion, or gender in all aspects of employment -- from recruitment throeeh

To comply with Title ¥|l, an employer must make employment decisions based on_business
necessity, r r ticular individual's membership in a protected ¢
MNote: Title VIl opplies only to employers with 15 or more employees.
3.2.3 State Employment Laws
In addition to federal employment law, most states also have employment laws. State laws
vary substantially in terms of their application to employers and protections provided to
employees, It {5 important that you also understand the employment laws in your state,
especially child labor laws, as they carry hefty fines,

laws usually Include smaller emplovers n those with fiv m . The
may prohibit additional types of discrimination, such as discriminatipn based on_marital
status, sexual orfentation, and weight. Information about state employment laws can be

ﬂﬂﬂ at the following state government mbﬁr.es
labor, alabama, gov/business/

M': www.labor state, ak us

AL wWww. azica qov

AR www_state. ar.us/ labor

i wawed _dir . ca_goy

Co cdle.colorado.gov/

CT www Clidol.state_ct.us

DE labor. delaware.gov.!/

DC does. de.gov/service/labor-standardsworker- protection




FL wiwewl Tloridai c f

GA_ www.dol.state. ga.us/em/employment_laws_rules. htm
Hi http: ! fhawaii eov/ labor /
0 wiaret, Labor idaho,gav/Busin ! . -laws/

IL labar. linois. aov femployvees. hitmil
I e, i, B labor )

IA https: ) feorkiorop. myva. gov)

K5 vy, dol ks, gov/

EY elc, ky.gov 'workplace-standards/Pages/Wages-and-Hours. aspx
LA www lawarks, net/Homepage. asp
MAE WA m i rf

D wwwe dllr.sta i !

M W mass. gov s portal /

il www . michigan.gov/leo

MH wew dli.mn.govyd

e hitps: ! fmdes.ms.gov/

MO labor.mo.gov!

1 Ldli.mt. gev!
HE www, dol, nebraska. gov// laborstandards
MH W nh i/ ingex, hitm

M www,nj.gov/labor/
MY _ httpe:/ /dol.ny.gov/
FIM wiwna. chas. 1] i
MW hitps:/ flabor. ov.gov/
HC wierw Labor, ne.gov/
ND_ www, nd.gov/|abor/
io.gov fdivisions-and-programs/ industrial-compliance

L https:/ foklahoma.gov /labor. himl

CR WA Spow halif {index,
PA WA ! ! ult.a

R htl;.gg:.l'.n'gl!,-riFgg!f

S httg;:”ﬂ.g-ﬂ!

S0 hittps: ¢ Fdlr !

TH wowwd stale, tn. us/ labor swid/

TX winwi DWE Lexas. gov/

uT hitps: ! /laborcommmission. utah.gov/
YT hitps: f/labor. vermont.gov

WA RSk k] i wi Jpovd

WA www, Ini, wa. gov/

WY labor, wv_gov/Pages/default.aspx
Wi dwd.wisconsin.gov/!

WY  https://dws.wyo.gov/
|w=lz-li_—-_-.-_'—-__—5_r_"—;;y —— vy
E e T e T .

3 Federal Standards

The mission of the U.5. Occupational Safety & Health Administration (O5HA) is to assure the
safety and health of Americas warkers.
The O5HA Act imposes three main obligations on employers.
# _ Employers must provide a safe workplace “free from recoanized hazards that are
causing or are likely to cause death or serious physical harm” to emplovees.

o Employers must comply with the safety and health standards promulaated by OSHA.
s Employers must keep records of employee injuries, linesses, deaths, and exposures to




Loxic substances.
OSHA sets and enforces federal standards for workplace safety. There are literally hundreds
of standards covering all a f the workplace,
These standards cover employee safety issues such as;
s The safety of working areas.

s The availability of sufficient entry and exit ways,
= Exposure to noise, carcinogens, and other types of harmful substances.
s The availability of fire protection systems.

» Safety devices for machines and equipment used in the workplace.
o The availability of medical and first ai

Al employers must post the federal OSHA poster with information for employvess on their

safety and heafth rights. You should call OSHA at B00-371-05HA to obtain a poster or
download and print & poster from GSJ-L&:. website at Miﬁmlﬂ :

50 imposet recor in irements for rec reparti ki
injuries and illnesses, However, m@wm with 10 or fewer emgl:_n& are generally exempt
fram f
OS5HA offers a free consultation to employers to help in identifying workplace hazards and in
establishing or improving safety and health management systems. It also offers free Lraining
and education for small businesses and their employees at the workplace,

Various OSHA standards can affect the Franchised Business, including standards for
preventing:

& 5lips And Falls

& Strains

o __ Knife Cuts

L n- 5

o Exposure To Hazardows Chemicals (Such As Cleaning Supplies

ou should follow gﬂjﬁ standards and recommended practices, including:

»__ Keeping all places of employment clean and orderly and in & sanitary condition.
& Keeping the floors clean and dry.

»_Using non-slip mats where areas of the floor may become wet,

» _Praviding warning signs for wet floor areas,

& Requiring employees to use non-slip footwear,

*_ Making sure spills are reported and cleaned up immediately.

& Keeping passageways and walkways free of clutter and crowding.

s HNot overfilling bussing containers,
#_Instructing employees on safe knife handling.
o Instrucling emplovees on safe clean-up procedures.

s Using cleaning chemicals that are not considered hazardouys,

»  Making sure that chemicals that are mot compatible with each other are not stared
together.




s Always labeling, and cleaning bottles and containers -- never remove productls from
the original bottle without properly labeling the new container.

& Avoid storing liquid chemicals on top shelves -- stare them on lower shelves.
If hazardous chemicals are used, you will need to:

s Implement a written program that meets the requirements of the OSHA Hazard
Communication Standard to provide for worker training, warning labels, and access to
Material Safety Data Sheets.

s Provide appropriate personal protective squipment such as gloves, gogeles, and splash
aprons for employees who handle hazardous chemicals.

aome _dishwashing detergents are considered to be harardous chemicals, You can limit
employee contact with dishwashing detergents by using a dishwasher with an _automated
detergent dispenser,

3.3.2 State O5HA Programs

About half of the states also have workplace safety rules. These can be similar to or even
stricter than federal O5HA rules.
Here is a list of siates that had their cwn_occupational safety and health plans when this

manwal was prepared:
Al wowree, Labor slate, ak.us/lss/ 1ss. him

AZ whwhw  azica, gov /divisions /adosh-main-page

CA whwhw dir, ca, gov /occupational safely. html

cr www Chdol, state. ct.us/osha/osha. him

HI http: /! fhawaii, gov /labor fhigsh

I wowny . in o dial fiosha . htm

A& wiww_ iowanpsha. gov Hiowa-osha

KY https:/ felc.ky.gov/ workplace-standards/Pages/defaull. aspx
MDD wawws dilr state, md.us/labar/ mash/

M wwiwi michigan.gov /leo/ bureaus-agencies/ miosha

AR wiowd' doll. state.mn. us/ mnosha, html

MY dir, mv. gov S O5HA Home /

M wiwewi . nj.gov/labor fsafetyvandhealth/

MM wwnw ey, nim. gov S occupational_health safety/

ML www labor.ng gov/safety-and-health/occupational -safety-and-health

MY https: f fdol.ny. gov/safety-and-health

CR wiwnw orosha,org/

5C https: f fosha. llr. sc.gov/

TH wwrw . state. tn.us/ labar-wid/ tosha htmi

UT https: f flaborcammission utah.gov/ divisions fugsh/
VT wieew. labor. vermont. gov /2 tabid=74

WA wherw  doli. virginia. gov s/

WA www lni wa, gov/salety-health/
WY dhws wyo, gov S dws-division S osha/

Your basic daily operating procedures will become second nature to you over time, Until

then, this section is designed to give you an overview of the day-to-day food preparation and
customer service activithes you will perform.

Tou should keep in mind that you are an independent businessperson and that you are
responsible for the day-to-day operations of the Franchised Business. This section of the
Manual describes the daily operating instructions that are required. These matters are strictly
what is necessary (o make sure that all Jason's Dell locations appear the same no matter the




geographic location or owner.

The required days and hours of operation of your Jason's Deli franchise location are as
follows:

Monday through Sunday 10:00 a.m. until 10:00 p.m.

Delivery and Catering Hours G500 a.m, until &:00 p.m.

Deli Holiday Hours (Closed) Easter, Thanksgiving, Christmas, and
Mew Year's Day

It ks impartant that you undersiand that the above days and hours of operation are the
minimum for when you need to be apen. However, you do have the gption of opening earlier
and staying open later than the minimum requirements listed above. If you desire to not be

open for this minimum amount of time, You must obiain approval from your Business Coach in

wriking,

4.3.1 Philosophy

Great customer hospitality is the foundation of what makes Jason's Deli successful,
S0 much o that it is the basis of our E::rr-_- WValues:

o The Highest Quality Food Served Sa[elg

s A Great Place Te Waork

» A Healthy Growing Company
o Out-of-this Warld Service
s The Highest Personal Standards

Evaluation of hospitality levels is a top priority and consistently ongoing for our company. We
evaluate our hospitality levels in several ways.
#  Customer phone calls

o Chatmeter
s Hospitality assessments

& Dpportunity fre-run

#  Megative customer comps/ refunds
®_ Sales growth reports

All the infermation gathered in these reports is essential to the development and growth of
cur people, units, and sales of our comipany.

We have a 'JEEE'E!'!! certification program that all your emplovess must pass during their
nﬂgn tation proc

To Find Qut M.ure Ahnm. The Out Of This World Hospitality Tools click on the link H1.2
HnsEit&ltE Toals.

4.3.2 Customer Feedback

Chatmeter is a platform you can use to respond to reviews from Facebook, Google, and Yelp
in one place.

Through looking at and analyzing the results of customer surveys, we can;




s Improve in igns in redl-Lime

& __Increase customer retention and lovalty
® _[rive company-wide consistency

s Connect more with our customers,
To Find Out More About Customer Feedback click on the link H1.1 OOTWH.

| 4.4.1 Greeting Customers
You and your staff will be dealing with customers face to face, so you must understand that

you are the customers” first point of contact with your business. From you and your staff, the
custormer will form opinions about the entire franchise system. It is from you that the
customers will decide whether they will come back to Jason's Deli. Therefore, it is vital that

you make & good impression and deal with your customers professionally.
Much of what is written in this section of the Manual may seem like basic common sense, bt

you should assume that your employees have never been trained in appropriale customer-

greeting techmigues. With a great product and wonderful customer service, your customers
will continue to come back. Here are a few more sugeestions on customers and customer
service.

4.4.2 Answering The Telephone

Answering the telephone correctly plays & large part in Jasen's Delis customer hospitality
philosophy. When your staff answers the phone, it is important for them to be positive and
upbeat. Your customers can sense when someone is in a bad mood, rushed, or simaly not

wanting to be there. It is not always necessary for someone to be right in front of vou to
notice that they are not welcome.

I 4.4.3 Atmospher

The store atmesphere is essential to creating Jason's Deli brand image, Consistently providing
a great experience for your customers is key Lo your success as a Jason's Deli franchise,

Here are some important concepts on how to enhance and maintain that Experience,
I

Jason's Deli was founded in 1976 by Joe Tortorice, Jr. who believes in treating his employees

as family and backs it up by making remarkable {nvestments in his people. You should

consider adopting a similar attitude towards your employees.

Food

dason’s Deli®s customers want fresh food and premium, more natural ingredients, We were
jor restaurant concept bo ban artificial trans fats i 5., and alsg the first to

eliminate high fructose corn syrup.

Lhoice

Finally, Jason"s Deli is all about choice: regardless if ek a gluten-free menu, vegetarian
sandwiches, healthy kids' meals, or if you would like to invent your sandwich via our “build
your own™ selections,

4.4.4 Understanding The Product Offerings

Product knowledge s important in every organization, As you will offer many variations to
choose from, you and your staff must be knowledgeable of every aspect of the different
afferings.

In_addition to knowing certain terms and definitions_ it is extremely important that each one

of your employees have an in-depth knowledge of every product that you will offer. You must
require all your employees to be fluent when deseribing these items to your customers,




We have created Position Operations Pamphlets (POPs) for each of our production positions

;'nghlng the item. We also have a Product Manual that contains a picture of each finished
duct, Your empl must bed ver iliar with these details.

| 4.5.1 Visual Merchandising Standards

You are required to follow our schematics for all your pesitions. Some of the schematics allow
for some variation based on your facility and eguipment.
If you need assistance, contact your Business Coach,

" 4.5.2 Merchandising Products

Because each store is unique, before the grand opening of your store we will provide you with
the standards for displaying Jason's Deli merchandise, All merchandising set-up will be
personalized for your stare.

4.5.3 Using Signage

The degres to which you markel your office and the brand to the public will have an effect on
your tap-of-mind awareness, brand recognition. and credibility in the mind of your potential
client. With that in mind, vou are required o have a minimum of two signs advertising the

presence of your company. City ordinances may dictate size and placement. We must approve
r §i I ign ontract to have the signs produced.

4.6.1 Prepping and Build Procedures

This section provides access to the tools necessary to execute all positions in a uniform,
consistent, and disciplined manner using only approved methods.

To Find Out More About The Positions Click On The Following Links:

| = Driver e ChP/End # Food Runner s Line Set
| = Catering Production o Delivery POS » Bread s Make / Make TG
# raers » Delcoy & Bus ! Dish & Fr h
0 leo Systems 5 ! Dis rench
] e  POS Orders & Repister  «  Drive-Thru o Salad Bar e Ovens
& L = [ e | & Potal:
C&F To Go Slig Recipes Polaloes
I = Prep » _Salads

4.7.1 Explanation Of AOR Management

In_this section, you will learn about the developmental model and how it may play a role in

the day-to-day operation of the Deli. It is designed to organize and structure the tasks
needed for an individual's operational development. You will be able to identify areas of
responsibility (AOR) and learn ideas that may help in the operation of your store

To Find Out More About AORS click on the link Manager AORs.




Impertant Points

s The developmental model cam be broken into two parts - Deli function and
development,
s The functional part focuses on the AORs that are broken into Open, Mid, and Close.
s The dey ment part focuses on assessing and traini 2,
. nd AORs and they follow them to the
letter every day.
L8] 5 = functio 4] Imudtl
This imvedves evaluating and solving decisive m in 1 CusLomer
hospitality, cleanliness, amd facility.

Training

¢ four, &% most feoue

w.s_my the day to count. .. any time that
we can affect our customers, either positively or negatively.
Cleanliness
We must work hard every day to keep our Delis clean, We should be constantly
evaluating our areas working hard to
ToF #Abhou Li £ Chieckouts.
Facility
These four areas represent what we should be looking at when we are working on
AORs. To be effective we must be working on these four areas as we run our AORs
to_improve our areas and our Delis. Managers must set the pace and be intense
whien working in Er areas.

Conclusion

To wrap It up, the dey mental model s a way for man

Yo wrap it up, the developmental model is a way for managers to get better at running
thehr unit and developing their people. The better you and your people are at what they

g. LIJ EI-E':I' the whnLe E‘ncess M Eg mrti running your AORs and taking the
Dell will be a well-run and hopefull

4.7.2 Par Sheets

i this section, you will learn the reasans an its of using par sheets.

To Find Out More About Par Sheets Tools click on the link Par Sheets.

Par sheets are a huge tool that helps control one of the biggest controll
Deli.

. r rs will help ensure only th and will {
goals.
#_ Even though par only take a few minutes to hied
thousands of dollars per year,
5 5h anal EVErY week,

_wmmﬂg_w a great amount left over each shift and adjust




4.8.1 POS

The 05 system i ired: ing _in a te Deli is available and can
coordi with vour Business Cosch before vour Deli ing. You wi r sible for

training your employees using your training Manuals, our Manuals in the following sections,
and tutorials in the

IT m gall:g
Chur ions toda techn more than ev ore, |t re eviden

E'-'egg day just how critical technoloey is to every facet of Jason's Dell aperations, including
but not limited to Internet Connectivity, JOD Ordering, P05, Dnline Ordering, Loyalty,
Curbside, Digital Menus and Murals, Par S Freshnes 15, Communi

=cheduling and Labor, Inventory and Food Cost, and not the least of which, Security and

Compliance.

With each service that i added, as technal Eiriees Lo and more tech
acceleralors availahl t d dency continues to g ow, These technologies
ing “nice to have" conveni o misslan-critical services. Conti

reliance necessitates increased support that as a franchisee you arg responsible for.

As such, each franchisee will be required Lo hir ggrcmlrﬂ:twllhgg IT resource that is
knowledgeable about the technol and s lace in is, has an

rstanding of they work er, and has knowledge of an gﬂccess Lo youir various

Lechnology vendors for those products and services that DMI does not support.
What does DMisupport?  What s the Franchise responsible for with an internsliexternal resaurce

HELD, ant
Card Pr i
| Hoise Acoauing

Margpament
Pagl Ianis, Funchh & RAT

[Lallaticns"

n -ulh:rlT :m:ml&ﬂmﬂﬁm




When support is needed (rom DM, requests can be made via email; HelpDesk® jasonsdeli.com or phone:
409-951-5656. Please do not reach out directly to specific individuals, as this slows down the suppaort

PrOCERSES.

Contact information for your IT support resource will need to be provided to the DMIIT Department. When

escalated support is needed, DMI support will be available to coordinate with vour dedicated IT resource to
troubleshoot issues,

E.'.!-".- o DeElCan

4| - " o e e 1 e
H. 7 Pl COmplar

Ba e

Becoming PCI compliant is a critical issue for all merchants that accept credit cards. Mot only do you face potential
fines levied by the credit card brands, but you also rigk the trust of your most valued customers. The Franchisee

agrees Lo comply with all Payment Card Industry Data Security Standard (PCI-DSS) compliance requirements for
credit card processing, as revised from time to time. The Franchisee will notify a customer immediately of any
unauthorized use of any password, account, or any other known or suspecied breach of security. The Franchisee
will protect account data, sensitive authentication data (5AD), cardholder data (CHD}, and the primary account
number {PAN) by allowing it to be viewed only by authorized personnel and destroy the data once It s no longer
needed for a transaction. The protection of this data includes but is not limited to, the reguirement that printed
copies of cardholder data are cross-shredded once the data s no longer needed for a transaction, The Franchisee
confirms that written agreements are maintained with all third-party service providers with which account data is
shared or that could affect the security of the cardholder data environment (CDE), but not limited to their point-

of-sale (POS) vendor and credit card processor, Franchisee agrees to perform annual due diligence in terms of
maintaining evidence that a third-party service meeting PCI D55 requirements (for example, a PCI D55 Attestation

of Compliance (AGC) or a declaration on the company’s website,

What is PCI?
The PCI data security standard represents a common set of industry tools and measurements to help ensure the

safe_handling of sensitive information. The standard provides an actionable framework for developing a robust
account data security process - including préventing, detecting, and reacting to security incidents.
Wh [ £ to become compliant?

Step 1: Contact your acquiring bank
Step 2; Contact an approved security vendor

Step 3: With the help of your chosen security vendor, secure your P05 systems in compliance with the PCl-
D55 and report back to your acquiring bank as specified by vour acquiring bank.

Who can help me?
Jason's Dedi has selected two preferred PO security vendors for assisting Franchisees with PCI compliance needs. To
learn more about their pac contact thie ar di

packages, contact the vendor directly,
Hetsurion - Metsurion.com, general sales (713) 929-0200, or Stephanie Lynch {813} 481-8872,

HCR NS5 - HCR.com, TJ Semiz - t.semiz@ncr.com, (469 744-1439
What does Jason's Deli (DMI) require for proof of PCI compliance?
Jasoms Deli requires that all Franchisees provide two documents to demonstrate awareness and compliance to the
PLI-D35.
#»__ External Mefwork Scans”

& Completed SAQ (Self-assessment guestionnaire}

is 30 days after your operation opens, and renews annually.
*Except where not applicable (i.e., no credit card data ever touches the netwaork}.
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For the purpose of conducting audits and examination of PCI compliance, and for the purposes franchisor's annual
compiiance assessment, the Franchisor or its authorized representatives will have the right to direct access to all

Franchisee's equipment and records related to payment transactions. These records will also include licensed

in ic farm, including, but not (imibed Lo, computer hard dri kups, a
e nd an n rticipating in the cardholder data environment (CDE). The

Franchisor or its authorized representatives will give the Franchises written notice of the results of an audit, If
efici or non-compliance exists, then Franchisee will have fifteen (15} days from the date of such ngtice to
remedy a deficiency or non-compliance and to provide the Franchisor with documentation of said rem if a
deficiency or non-compliance by the Franchisee results in damages to the Franchisor, including, but not limited to,
brand damage. the Franchisee will pay the Franchisor the amount of such damages and indemnify and hold the
Franchisor harmiess, as required by Section 12 of the Franchise Disclosure Document

4.9.1 Online Ordering, Deli Dollars & Virtual Restaurants

This section reviews the online ordering process from how the customer places their order to how the deli interacts
with the order on RRT.

To Find Out More About Online Ordering, click on the link Online Ordering.
Important Points
line is convenlent I in-store  beam.
Customers can order online when and I w skaff
stay off the phone and be more focused on other tasks.
- 'lul'l'lth wigel'gr and tantali; up-sell fons available f

MMMMMMW

customer will log in/register with the website and begin placing g order for pickup order
& customer scheduls an ofder up ta thres

will then be directed to the menu where can arder hot f

—ﬂﬂﬁ_.,___@!aW
mfﬂllhﬂﬂgfmm]_m ﬂmﬂimﬂckmgmd enter their contact and delivery
Rl of payment [l.e. cash, credit card, and business

check or deli dollars), The customer will review the order and enter any special requests. After
wwmm and a confirmation page with the order
m%%:luﬁmﬁm_uumw via the RRT agent.

w raer

Ax - | - =L L
el " under "‘Grnu Order.” The customer c.m h u w t,hre;- mu-mj'ls in
advance. The customer will then enter mg information (i.e. name of order,
acknorwiedee terms and conditions, wha's i I
invitation to via the online address boak). The custk il k=

a-sk to confirm H'Ieir tmLm:t mmwmummw

lr

ﬂﬂwmm the customer and the individual attendees so

that they can add to the group order. The customers can add to the order until the order
i.e.. the i i L to the Deli and received via the RRET
agent,

| Yirtual Restaurants
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¥irtual restaurants target a consumer that never would consider your brand to begin with. For

Egmgel the mrggt for 3rd Er_t-g d!HE (Pl isa mg Egﬂ; ggmgmpm:, m:nm fn:rm

r f vi Bill's, which is focused on overloaded
B, Hoise Bi g the same a5 the deli's current hours of

items are different from our current menu, bu isti
wmm Flﬁiﬁ' rf-'-'*rﬁ"l' Uﬂi‘iﬂdﬂ Bill's ;.g ﬂﬂl!E't l‘ﬂt thE ;urren!;

of beverage only. Paper products and ice are not included. ALl gallons will need to have the
Boise Bill's sticker applied.
These items will need to be in un wi 's Deli | o |
result will be a Tew new i 5
i
o Al arders wil bag. The will not have handles.
This Is inten L. f and closed. Bolse
Bill's has a brand-specific sticker that will be n i in whi
Ag wer rolls are available for order on the Dominion webs 5 -
M Place the VR sticker on the white
bag.
#_All 3oz, drinks will use the unbranded keeper cup.
*_Use beverage napkins instead of logoed napkins when needed.

#  Use unbranded cut kit
& Mints and pickles will not be given out with any virtual restaurant order and the fruit

fal] niok fruit di
To Find Out More About jl

h Dell has {ts own

count rnnrmatim.

o F 3rd-Pa Information, click on the link RRT:
F hi i
Warni
On occasion. you will receive fraudulent online orders; it is very important to spot them early
and get them closed down quickly. Your first impressions and judements are vital in discovering
fraudulent or both anline and in-
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an order is fraudulent s the actual

* it L Li ht be a large catering or iu
an apar at 8:00 PM.

s i the order does not look legitimate, call the contact number provided.

= [oes the phone number work?

o Look up the delivery address; is it a real address? A common red flag would be If the

customer in question is getting a delivery to an apartment, but does not put the

apartment numbser o asks yvou to meet them outside to receive the arder.

e |5 the email address a company email address or is it registered with free email
hospitality such as Gmail or Yahoo!

s |If In doubt ALWAYS, call the Online Drdering Team to investigate further, Betier safe

than sormy!

e |f the customer takes longer than 5 min ir order it is subject to auto
rescheduling.

Remember

o  When customers order throu ] 5 i Oinli r il are

rewarded one (1) Dell Dollar for each dollar [al] Ii
©_The Deli Dollars may then be redeemed toward future purchases for menu items
o0 Jason’s Deli Online Ordering Website,

O Defl Dollars may not be redeemed for cash of aift cards in any situation.
Currently, each Deli Dollar has a cash eguivalent of four cents (50.04 US

currency) and customers must have at least 25 deli dollars {$1.00 US currency)
tg redeem them onling,
ire after order com on, and the t i
monitor their
O Dell Dollar balance in the Dell Dollar History section located within their account
settings.

e The order number and the confirmation number are the same.

w  All that are submi [ i thon il
copied to Jagon's Deli Gatenw il in here for & quick
reference of orders that have a iin E
*MOTE: If you L Li i L Lo
helpdesk®jasonsdeli.com®

» A customer can obtain an online receipt by logging into the website with their email
address and password, The customer will click on “order history” and view the order.

will

s Email (helpdesk®jasonsdeli.com]

. 1-5456
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The IT Helpdesk Support line 15 an automated lne that will pase the on-call person: Rowever,

™ n n il for matters that i

directly, as it may be overlooked.
+ Customers can email non-urgent requests Lo websupport®jasonsdeli.com.

yOu miLrst Iea'.'e a message.  The tech will get back o you as quickly as possible. To ensure

ACCUrAC urmication he correct anling e refrain fi ti

r m directly {(e.g., cell direct ematl].

All Franchise Units are required to participate in Deli Management’s gift card program. which is managed by
Paytronix. Please contact Payironix Support at 617-64%-3300 for setup informaticn. If using stand-alone terminals
rather than POS, vou will then need to contact suppert. jasonsdeli@paytronix, com to complete the selup.

4.10.1 Purchasing/lssuing Gift Cards
Gift card stock ﬂndi hﬁlwﬂ.ﬂﬂ.ﬂ_

Franchise ed wi

gift card issyanc g,
Franchise units using stand-alone terminals to process gift cards will be assisted by Payironix to program terminals

for m’f! card issuance.
Funding for gift cards sold should settle within approximately two business days o the issuing franchise's bank

AccoLEil.

4.10.2 Redeeming Gift Cards

The same equipment used to issue gift cards is also used to redeem them,

When a gilt card is redeemed by the same franchise that issued i, funds remain in thelr bank account. When a gift
card i redeemed by another franchise or by Dell Management, funds are manually settled by the 5 of the
following month via mailed check by Deli Management’s Accounting Dept using the Detailed Compensation Report
available on Gilvex's Portal reporting site.,

4.11.1 Product Ordering Procedures

This section will familiarize you with the ordering process, the pack size of each item, factors that affect ordering,

and the co uences of under or over-purchasing.

Ordering from Jason's Deli Distribution (JOD/JDC) 5 an extremely important area of Jason's Deli operations. We
purchase all our groceries, meats, dairy, paper, and cleaning supplies from this division of our company. By awning
gur own distribution centers, we receive a greater volume discount for the items we purchase as & result of owr
purchasing power. Our purchasers can negotiate a lower price for these (tems from the vendors and manufacturers
because they purchase in large guantities for our company.
Drdering sufficient supplies of all merchandise is essential to guarantee customer satisfaction and to maintain an
efficient and professionally run gperation, When the store is gut of any products, it will drastically affect the
satisfaction of existing and pr fwe b as well as our stamdard of ice, Your [ may also
react negatively to the re of i nized envirpnment, Proper ordering and inventory is essential for
efficient store operations,
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If you over-order items with a shart shelf life:
& The product may spoil before you can use them, increasing costs and ultimately reducing profits

s You may have difficulty locating sufficient storage space
& ou will tie up cash funds in extra inventary, resulking in restricted cash flow

Jo Find Out More About JDD/SC Ordering click an the link Jason's Deli Distribution

- W . j- i 1] locom

L - send, receive, i k5
- fization and ro the a cable Storage Areac)
“It is never ac s
JOD ¢/ JDC Grderi
ordering in Linit ; wm-t_me company philosophy being "to never
' order edures than malntalning a consistent
Inventory or par level. If a Unit is disciplined in maintaining a consistent inventory for all
!ﬂ. food costs should be low and consistent. All you ig gggjm; over time 15 what vou

ring bebween [ ! g A% Inve E Emal lent. To becm
wgn_n I helps to do 3-4 consecutive orders 50 you know your order
history.

JOD orders are ransmitied gver the internet via the OMS| website 1o JDD.
4.11.2 JDD/C Payment Procedure
{Terms of Sale Agreement) - If you establish an account with us to purchase the product, you will be asked to
execute a terms of sale agreement that will outline all payment terms. The terms of this agreement may change
from time to time.
" 4.11.3 “AR Online” Invoice Review / Payment Tool
AR Online is a website where AR customers can view involces, make and apply payments, and apply credits at any

time, day or night. AR invoices include Jason's Deli, JDD. and DMl business segments. You are required to pay

accounts receivable balances for JDD food invoices and other miscellansous purchases via Deli Management's online
payment. Bedow and on the following pages are site instructions for your use:

Where is AR Online Located?
® A5 3 link: www. jasonsdelf.com “AR Online” link under “COMPANY & CAREERS"

s As a direct address: AR Online (Fidesic)

4.11.4 Ordering From Approved Suppliers

You must order all your supplies from the list of approved suppliers, We have selected the approved suppliers based
on_several factors, including product quality and availability. Please let us know if you ever experience any
Jason's Deli Operations Documents — Exhibit™ N
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problems with approved suppliers, If the approved suppliers cannot deliver in your area, you must contact us for
alternative suppliers.

I 4.11.5 Changing Approved Suppliers
We have the right to change approved suppliers, We will notify you in writing if this oocurs,

4.11.6 Product Receiving Procedures

i location is configured somewhat differently with d to the & available behind th line, the
actual receiving schedule and procedures vou will develop may vary, The important issues to consider will be
covered in this section. The critical objective for receiving deliveries is to develop and maintain an_efficient
patlern for the particular needs of your store. This involves scheduling delivery times according to the specific

needs of each product and the flow of your business. You should never be waiting on a delivery to "restock” stock
1tems in ha

There will be times when we need to auto-ship for reasons of corporate compliance, the introduction of a new
product, or product updates, When we auto-ship, you must accepl the shipment.

Maintain a Delivery Routine

You should develep a weekly delivery routine and pest it in the store. Although there will certainly be exceptions to
the schedule, by establishing a routine, there is less chance of depleting your stock due te negligence, Depending
on our route schedule, you may need to set up a key drop or access, depending on the time the driver is in your
area. Many stores arrange for after-hours delivery. providing the driver a key or door code so the driver can unload
the product and checl it off an invoice.

Refusing Deliveries
Do not accept deliveries during the peak business hours, especially after lunchtime, from 1:00 p.m. to 3;00 p.m.
Inform all vendors in advance of such time pericds so thal they can schedule their routes accordingly. If a delivery
arrives during an unacceptable period, refuse the delivery until a later time, unless you desperately need the order
and the deli cann r in the day.
Check-in Procedure
You should not accept any order without cumpleﬂngm_aw‘gg;w the delivery ar
packaging slip. you have agreed that all merchandise has been recefved as listed, If you refuse any product for any
reason, note the return on the slip before signing and adjust the price. Do not rely on the accuracy of the delivery
ticket or the delivery person. Always check each item Individually, for price, cendition, and compliance with the
order form.
Accepting Deliveries
Only a manager or a specifically designated employee should accept orders. Strict controls are necessary for

handling merchandise. An employee who is unfamiliar with the proper procedures is unable to thoroughly check in
the order and protect the interests of your store.

Check Order with Invoice

Always compare the original crder sheet with the invoice accompanying the delivered items. This comparison
enables you to reject unneeded items that may have been added by the vendor, and to discover any rissing
products not invoiced but ordered, backorders, guantity differences, and pricing discrepancies.

Delivery Inspections
# Each time an order is received, it should be thoroughly inspected for both the guantity and quality of the

merchandise,
= |t is the ultimate responsibility of the store manager to ensure that the shipment exactly matches both the
requisition (order) and the invoice (billing slip).

= Merchandise that does not meet our standards should be refused,
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Check Quality

Check the freshness and qguality of baked aonds 3 rocery items thoroughly, Do nol rely on inspection
alone,

Open Cases

Open cases to check that the case is full. Understand that a case bulk product may have settled during shipping,
Most bulk i re sold by weij not by velurme. Also, check far hreak 1] ika

Separated Cases

Count or waigh loose or separate cases. Unsealed cases could mean missing or damaged merchandise, which, if nat

deducted. will negatively affect food and paper costs.

Damaged or Spoiled ltems
Inspect cases that are torn, dented, or gg;trny-ed to see If the enclosed product is acceptable, When the manager

arrives in the morning, he or she k the order that the driver has delivered during the night; if there are
any discrepancies. fill out the JOD/C F"rg;!!.y;; Report and provide the necessary pictures. We will investigate and
fiqure out a solution. If the delivery is during operating hours, then the manager will check the order, compare it to
the invoice, and make sure everything was delivered,
Check Unit Pricing
ces on the invoice agree with the pri received or contracted, Differences will ocour

with produce and other seasonal commodities. When prices increase, you may have to substitute with an approved
itern. You should be informed, either verbally o in wiriting, of all ather price changes.

51m. Pay, and Retain a Copy
Once you or the designated employee have checked and examined the products and accepted the order, sign the
invoice, delivery ticket, or pay for the C.0.0. Keep a copy af rJ'w.- signed document{s).

" 4.11.7 Storing Procedures

Proper storage it etsential for the successful operation of your location. |Improper storage results from a lack of

commitment by management to taking the time to do things right. This attitude will always f n ko the
employees. Proper storage is an ongoing task that requires each employee to do their part in keeping everything in

its proper place. The safety of each employes and our customers is ultimately at stake if proper storage is pot a

pricrity of the management.

Guidelines for Storage
»_store related merchandise together to help employees become familiar with the location of products,

= To simplify tallving the inventory, store each vendor's merchandise in oreanized designated areas, and label
shelves, including walk-in refrigerator shelves, to help keep the stock in the same location consistent.

+ Store cleaning supplies away from food products and prep areas. A shell above the mep sink is an ideal area
for thisse products.

Store all merchandise at |

practice permits easy access when cleaning floors nightly.

= ‘When stacking items on shelving units, pack the heavier merchandise on lower shelves to prevent the unit
from toppling over, and make it easier to remove heavier items from the shelves.

s Position freguently used items for quichk, easy access.

Storage System
Qur storage system relles on the FIFO method of inventory control, or FIRST IN, FIRST OUT.
Ideally, all incoming orders should be placed into designated areas as soon as they have been checked in. If two or
more orders arrive at Lhe same Lime, put away extremely perishable products first. Place frezen items in the
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freezer immediately to avoid defrosting, Once a previpusly frozen item begine to thaw, you cannot refreeze it
Refrigerate all dair 15 to reduc teria growth and product spoilage. If refrigeration s is limited, you

can place seml-perishable items. such as dry food products, in_cool dry areas away from heaters and heat-
procucing equipment. If walk-in space is available, some items may be £ stored there, Store dry goods such as paper

oducts ning supplies ned and ed food i last.
For safety purposes, keep all hallways and walking areas clear, Even if_you do not have time to organize newly
arrived merchandize, you must clear all walking and working areas. To reduce the risk of theft. never leave
products sutside the store premises (back hallways, sidewalks, etc,),

Organizing Supplies and Inventory
Depending on your location, the storage area may be within wour Linit or in a remote storage area, The cleantiness

and organization of this area must intalned minimize t ime_in searching for prod lacin
receivin and ¢ ting inventaries, A very important aspect of cleaning is systematic storage. ¥
should w bamd the s for storage and be held a ntable to ensure it is followed, Supplies placed an t
of coolers and other eguipment, or stored “just a re” make routine cleaning difficult and time-consuming.

Avold accumulating unnecessary items. You should have shelves arranged o provide adequate space for cleaning

purposes. You will save a areat deal of time and effort by keeping shelf space neat and orderly.
Storage Racks

rage racks in ition, clean and orderly. lies sh dated when they arrive. Open
cantainers should be kept separated. A second container should r be open til the first is used. Heavier
items ld be locate ower shelves as a safet ution. Cartons or carton lids should not block the aisle.

Pay special attention to the following:
* Store similar paper products, such as eases of cups, in the same area. Next to them, store their respective

lids.

s Store food products in an_organized manner, Shelving should be labeled to Improve arganization_and
Increase awareness.

Maintain the cleanliness of the storage area by eliminating debris and any spilled food products that may draw
rodents or insects, *

enls or in

'l

4,.11.8 Labeling And Rotating Inventory

Inventory Rotation
Proper_rotation and organization of merchandise serve many pur . however, it is an area that is easy to let

stip. Generally, it is nol immediately identifiable that your inven tory items are different due to the date they were

purchased, However, looks can be deceiving! Do not rely on your eve to determine how and when to rotate the

product. Follow our storage standard procedure of “FIRST IN, FIRST QUT™, which is the FIFQ method of inventory
and storage,
Using this method will:

s Reduce spoilage of perishable items

[ rease the Lms taking

= _Create easy accessibility of products for all stalf members

s Assure more accurate ordering, resulting in less over-ordering and less chance of shortages

= Reduce the risk of possible nesting of various rodents and insects.
Dati i

It Iz mandatory that your team label all perishable and semi-perishable products with the date of receipt on the
side of the case. facing forward on the shelf, If a particular case is not labeled with the name of the product, label
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the box accordingly. This Egggi;g wiill he[g you when taking invEnLurr, and h-EIp all staff members wha are nut

familiar with stock numbers ate i sily, 'When any new item lace it underneath or

any E:!stint cases, whether it is dated mew.handtse or not. This practice will s;nsure that the older me;:hargﬁmgs
L since maost I reach for sily accessible items.

4.11.9 Spoilage

f Spoila
Spoilage is a primary result of improper storage and must he pvoided. IT it is not avaided, vour food cost will be
high, and the spoilage could potentially cause a customer or employee (0 become ill (rom exposure

Be aware of the following causes of spoilage;
= Improper food storage temperatures - This calls for constant monitoring of copler and freezer temperatures,

s Excessive storage periods - This can be overcome by matching the delivery of goods with accurate demand
estimations.

Lack of proper sanitation - This may be overcome by keeping the entire store (including cooling _units)
w food exposed Lo bacteria and vermin,

»_Excessive delays between recelving and storage of goods - stocking goods immediately upon delivery can
provent this.

Preventing Spoilage
¥ou must hm ;gmlgte knowledae of how each perishable product should be stored, date labeled, and rotated

cancernin wemidi and placement. This inf on_must _be passed on to employees and
retnforced Lhrnughuut l;hgy; employment. Every emplovee should be on the constant lookout for the signs of
spollage and take steps immediately to rectify them.

Monitoring Usage

R u_ﬂ,glzlng the tremendous contribution of 'm-.-en'r_nrl.r to total operations cost, you have an gverriding responsibility

inimize lage, waste, and theft of in

It is also critical that you monitor portions aﬂw of food products.
s A principal 51-:1!! in making purchases is timing. Synchronizing the usage of soods with oddering lead times
will reduce spoilage and waste,

o You must monitor product rotation, waste, storage, proparations, and serve portions to ensure that
established standards are boing maintained,

e |t s critical that you o and theft. Unless c mmanitori usage 15 ongoin

manager cant determine |I EQ g d ;ggglle-:. are being stolen.

4.11.10 Purchasing Approved Products (PHO / M5G / Dye-free, etc.)

We maintain a list of designated and approved suppliers, and you may obtain a copy of this list, Our specifications

for supplier approval include warranty, reliability, appearance, and delivery, All specifications will be given to you
upen your request. Changes to the specifications or of the designated and approved suppliers are contained in
ml's

Lty Man ent Platform and are revised from time to time,
A variety of inventory items, currently including products such as soup, bread, produce, certain meat items, salad
dressings, seme sauces, seasonings and spices, soft drinks, cheese and coffees, and teas, are only available from
designated suppliers. Designated suppliers are the only suppliers approved for these products. A list of these
designated suppliers and the inventory items that you must purchase from the designated suppliers are included in
the list of suppliers mentioned previously, We supply all these products through our distribution center. Typically,
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products like bread, meats, and soups are made according to our specific recipes and specifications and will only

be commercially obtained through us as they are gnly made for use in our stores,

[412.1 Royalty Payment

Generally, per section 3b of your Franchise Agreement, Franchise royalties, also known as an operating fee, are
payable monthly equal to 4% of gross sales less than an allowable discount, or up to 52000, whichever |s greater.
Refer to your awn Franchise Acreement for vour own provision. Payment shall be by mail and shall be postmarked

on or before the 15" day following the last day of the month for which gross sales are due, Payments received after

the 20" day of the same month shall be considered overdue, The Franchisee must execute and submit a monthly
report on the preseribed farm of its gross sales from the reported month's operations and a monthly profit and loss
statement in a form preseribed by Deli Management, The monthly report, alse known as the royally report, Is

attached,
| 4.12.2 Required Reports

In_addition to your monthly reports, you must keep books of account in accordance with generally accepted
accounting practices which accurately show the aross sales of the Deli, and shall deliver to us within 90 days after
the end of each fiscal year, a profit and loss statement for the Deli, covering operations during susch fiscal year, a
balance sheet taken as of the close of such fiscal year, and such other operating forms that are prescribed by us.
You must permil certified public accountants or other representatives of Deli Management, to audit the books of
account at any reasonable time. See Section Exhibit B Section 9 of your FDD.

The financial compliance audit program currently used by us in our corporate locations may help develop your
policies

To F'In:l-ﬂut More About The Financial Audit click on the link Financial Audit.
4,13.1 Cash

Cash Handling Tips

Know the DSR deposit procedures for your Deli. Most of our locations should have one deposit for the AM shift and
gne for the PM shift. Exceptions would be Delis like our downtown stores.,

Enow the change order procedures for your Deli. All managers who are on duty should know the days on which
cha er deposits will be excha with the courier ice, The amount should be varied each time so that
the exact same dotlar amount is not requested. This helps for tracking purposes,

Consider getting a bank bag (if not already doing so) to keep the change order deposits separate from the DSR
deposits, This can help keep the plastic bags from getting stuck on something somewhere in the safe.

To Find Out More About Cash & DSR Procedures click on the link Cash & DSR,

POS Register Drawers
Your new cashiers may need to have passed

To Find Out More About the Or n click on the link Orders Certification.

M4.13.2 Inventory
It s recommended that a full inventory be completed by each store at each calendar month-end. Corporate stores
also complete a weekly cycle count made up of a key item count in order Lo report food costs on a weekly basis,

Jason's Deli Operations Documents — Exhibit™ W™
FTC 0532



To Find ODut More About Inventory Procedures on the link Inventory.

Inventory procedures:
»_ Count sheels are accessed,

& The General Manager will be present for all full inventory counts.
o All invenlory counts must be done after the close of business.

= Company securily procedures must be adhered to at all times. Ensure that all exterior doors are locked during
the count, and no one will leave the deli alone.

Ensure r dedi has a functional table 40 Lb, r scale, and bus cart to conduct inventory.

e Sequencing your count sheets prior to full inventory to match your item placement will create efficiency,
CEm E-a;h lE 5@1 fn;lm tha beglnnlng n! I;he count 5h@el Lo I.h.e eru:l

o Utilize stickers to tag items as you count them, this will ensure that all items are counted.
»_ Tare out all pan weights,
Twio- man gg_qgg, Ib ggg E[jﬂ'l r-ef;nrdjn-g all items, and one person cmnyngfwelgg ng all items.

irems will ender it rednior

IThk M nak,

" Inwe-ntnn' counk EEIE E g jg gg nko Menulink immediately [ultnrmrg tl're count. _

AP oy LE and retaived bn o fald g paldhet, 130 il monibs of full

o DO count all “Purchases” in the store, including JOD/JDC deliveriss dated on or pefu-re the count date.
This inctutes the line, 50 [if applicable), display cosei or coalers, liguor if applicchie, and bread [rom pon-A00

s DO NOT count produce items. Enter your last produce invoice Latal,
o [0 NOT count items such as any GEG, old cookies, etc. that will be discarded at the close of business.

& D0 NOT count promotional items (ice milk, ice cream cones, or mints).
“Liquor and Soda Cost Factor” are [terms available on nt work inve list Tor delis to

the total dellar value of liguor or soda net purchased from JOD.
. i

e F ¥ fnnd @5 a il 4

When you are ready for inventory count entry into Menulink, be sure to select “Full Inventory”, and select the
E_EEELEM_MJ‘E charl located on pg. 1.

& _Deli organization is critical for both the accuracy and efficiency of the count,
Don't wolt wtil the dioy of invenbory b arganize,

o __Minimize the number of locations in the deli where you store the same product.
# __[nstruct your PM employees m min1mi:e restnd: ng an thg mﬂ; EF |gvgg;gg,

Line count witl be muwch faster with FF oy ol ey

mg time prior to inventory reviewing the -a::nunl: sheets.

iigr with ftewmn des tlons and i3 (B, gt ba
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4.13.3 Credit Card Fraud Protection; On-line Ordering

What helps prevent online credit card fraud?

We should always make sure that the credit card is present at the time of delivery, Second, ensure that the credit
card and driver’s license match, Third, have the customer sign the ticket before you ask te see the credit

card/driver's license. This will allow you to make sure Lhe signature on the driver’s license/back of the card
matches the signed signature,

How often does this ocour?

We have a reported estimate of 2% in the entire company. Althowgh this is relatively low, this happens at same

stores more fr ntl n r

are we educatin about this?
We as a company wanl Lo provide our customers OHLY THE BEST "Dut of this Warld Hospitality.” Protecting our
customers credit card information is vitall There have been many practices by other companies who do not offer or

promote the same protection we canl Keeping our customer credit card information confidential and hidden from
ublic view i
What are some basic red flags on an cnline order?
All the following are thin watch for:
s Is the email address from a free service? An example of free email addresses is Yahoo, MSH, Hotmail, GMAIL,
AOL. or even a fake address,

O You can notice trends in emails between orders.

Q Some examples of past fraud email addresses used: FierceltOut@men.com, hotspot_hill@yahoo.com,
fourscoreand? @gmail.com, grilled87@gmail, com, luvinlifedeverd2 37@msn.com,
luvinlifeB?59@a0l.com, jaynebryani@vahoo com, thefittesti@gmail.com.

s Check to see if the customer name matches the credit card name and information located at the bottom of
the ticket,

2 In some cases, the customners may select to provide alternate contact information.

O _However, you can always look at a customer’s account on the RRT agent (please refer to the
repositories in the Jason's Deli portal under documents, training, and online ordering manuals) which
shows you whose account placed Lthe order.
if credit d information (l.e.. address) i ot in a state wher a local Jason's Deli

(refer to in-store menus) it should result in a BIG RED FLAG.

& |5 the order for pick-wp or deliveryt

e s it consistent?

s Does it look like a normal order]
Q _IF NOT, call the contact number,
i) DOES THE PHONE MUMBER WORKT

= What time is the order scheduled for pick-up/delivery?
o [sit alot of food for a weird tme!
» |5 the delivery address REALY

= Does it seem like a lot of food for a bad area?
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Example of a fravdulent order placed (note the highlighted text as red flags)

“Note this order was never made and was detected early by great MANAGEMENT! They contacted the credit
card holder and netified the customer to contact their credit card.

Your first impressions and judaments are vital in discovering fraudulent orders online and in-storel

If you have any guestions, please don't hesitate to contact us; Online Ordering Support
IT: Department - 409-951-5656

helpdeskijasonsdeli.com
Websupport@jasonsdeli.com

Your customers place their trust in you each time they come to vour Jason's Deli. You must maintain thelr trust by
vidi fa it that kas been handled nitary conditions. It is ally impartant that you respect
their trust by supplying clean utensils, containers, etc. Everyone is responsible for daoing what is reguired, If you
ired our municipalit U m ch each emplo our food safety certification ram_and

recertify them each year,
To Find Out More About Food Safety Procedures and processes click on this link Food Safety.
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As our industry changes, so do the rules. In this section, you will learn how to keep your Del
safe when Eg]gg with fmd and how to keep it clean, The standards and tools are provided

far d i our goal As 8 com intain Lth i tions

Mﬂmw or low risk. It is mandatory that all delis utilize

Immnt Fnlrlt!.

» Safe Food Handler Information and Major Food Allergens Poster - It is mandatory that
all stores post this decument on their HR board. They will take out all the guesswark
for managers and employees.

s Steritech mgﬂ all stores with food safety assessments two times a vear, This is a
mandatory servi

& Food Safety Cll@rd - It is mandatory that all stores post their third-party food safety
(steritech} audits and health inspections on this clipboard and keep it hanging in or
ngﬂ the office.

The Steritech Eelf-#:se-ssment Lh1.r. lisu. all :rlti:al iterns that are Eggﬂ on a Steritech

audit. This is a grea i3 all Tood safe i IO

= The Steritech Benchmark Form with Whys and Codes - gives a detailed explanation for
each line ftem.
#_Product Cooling Log - This must be completed for each recipe we cook/make in-house.

» Time and Temp Logs - This must be completed three times a day (every four hours):
wﬂ@e_
Daily Cleani clegni rocedure 15 an i
that shouldn't be nveft@ged cLE ng food production areas with warm water and

soap, and then sanitizing thaerm.

»_Food Safety training has been incorporated ’HEMEMMM
hires wi o c their Food Safl ertifi

their hire date,

L] FtE‘ﬂ_'rE 1._-_|F in imind i LI&eDanr . &N I __I_l II-I

Handler training certif g;g Egﬂg wilh your team rnen1hers whn;e ANSI mg:fg;gj

have expired or will expire soon. They will need to complete an ANSL-accredited food
handler training program. StateFoodSafety.com is our preferred partner in oblaining
this training and certificate.

»_Food Manager Certification Proaram - StateFoodSafety.com is our provider of Manager
“ fi ining & Certification. This ma . in r

will prepare you to take the nationally approved StateFoodSafety Food Protection
Manager Certification Exam an ANSI-accredited Food Safety Manager training program,

| 4.15.1 Daily Cleaning And Maintenance

=ome light cleaning should be expected from every employee in the store. Most often, this would be in the form of
tops, picking up stray trash, and tidying up the drink station. Much of your employees' cleaning
duties are gytlined in the position POPs.

To Find Out More About Cleaning & Maintenance Procedures & Processes click on the link Cleaning
Maintenance.
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Routine Cleaning
It traffic is slow, you should have your staff performing routine cleaning. This cleaning should
not led; rather, it should be tak Ul day.

Routine cleaning includes:
Tables and Chairs

Wipe the rim, as well as the tops of the tables, The arms and backs aof chairs n

down well--they tend to ticky. leaned with & towel and sani

sure not to leave streaks.,

Silverware
These need to be checked often and throughout the day, Replenish as much as is reasonable.

Always plan ahead 5o that you don't run out in the middle of a busy time.
Restrooms

WTMMMM 15 mins HOURLY for cleanliness, Don't forget to check
Lollet paper, paper towels, and 503D supply,

Trashcans

The trash cans should be removed and washed thoroughly in the utility area. Do this every

week, Keep an eye on the level of trash. Don't forget to pull all liners at the end of the night

and replace them with fresh ones for the next day. If the trash cans are dirty inside, wash
hem before placin lean i .

4,15,2 uarterly Cleaning And Preventative Maintenance

By following a guarterly maintenance schedule, you can prevent many issues that can cripple your business. In our
corporate locations, we hire outside companies that specialize in maintaining restavrant equipment, We encourage
h ir ity to complele your quarterly cleani nd mainienance,

Jo Find Out More About Preventive Maintenance click on the link Preventive Maintenance.

First rier PM - Janua
1. Minor Service A/C and Refer

Bl ot A drain limes
Chech and record temperatue on all unts includivg back-up bowes and llm ml’ﬂ'
»_ Check all hinges and gashets fof wear

Check all hd o
Clean oul all drain pans of debeis and dime

& _Check amperage on all units

Clean coils as needed
ol drabin | L

v Replace all filters on HVAC units
2. lce Machine- Semi-Annual
» Clean and sanitize the entire machine - head and bin
» Chechk cycle timers (duration from freeze to harvest)
o Perform control board system check
o Clean condenser coils
3. Water Heater
#__ Clean burners
#_ Drain the tank of any sediment
o Check the vent damper
o Check the area for potential fire hazard

o _Check the gas pressure to ensure flow is sufficient
4, lce Cream Maching
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o Chemically clean the condenser coils
o Clean oul the drain pan

o Change out the filter on the Taylor ice cream machine
o Wipe down the inside cavity of the machine

=  Chech belts for wear
. K 0 rings for wear

Second r PM - |
1. _Major ETU- 1 per vear

s _Chemically clean evaporator and condenser coils
= Flush out the evaporator pan. p trap, and drain lines
»_Replace belts
s_Check the contactor for burnt wires pitted contacts, and carbon build-up,
s Check electrical connections, and compressor terminal connections
s Lubricate fan motors, check bearings
s Verify and record supply and voltage
s Check amp draw of fan motors and compressors
o Check suction and discharge pressures

o Check T-stats for proper sel points and programming
s Treat the evaporator pan with algae tabs

« _Replace beits on exhaust hood motors, clean housing screens, and oil motors
»_FReplace all filters on HVAC units

Z. Minor Service Refer
o Check and record temperature on all units including back-up boxes and line refer
» Lheck all hinges and gashets for wear

o Check all hi for wear
* Clean out all refrigeration drain pans of debris

*_ Blow out drain lines including the salad bar top

& Check amperage on all units
#__Clean coils as needed

# Change all filters

Third Quarter PM - July
1._Major Refrigeration Service- 1 per year
s _Chemically clean evaparator and condenser colls
& Flush drain pan lines
@ C ically clean walk-in cooler kor coils
s Check all hinges and gaskets for wear
s Check all defrost timers for proper operation

s Check amp draw of fan motors, compréssors, and heaters
o Check and r bure o6 all units in ing back-up boxes and line ref
&  Check pr

s Check operations of pressure controls
s Replace all filters on HYAC units
2. Minor Service AJC
= Blow out AC drain lines
o _Clean out all draln pans of debris and slime

Check a age on all uni
heck and odjust belis as
#_Clean coils as needed
#__Change filters on the roof
3. _lce Machine- Semi-Annual
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o Clean and sanitize the entire machine head and bin

& Check le timers {duration from freeze i
= Parform C‘ﬂﬂtfﬂl board system check
Clean il
Fourth Quarter PM - October
1. Major Heating Service
Gas

s Verily gas pressure
= Check the operation of the gas valve, burners, safety control
L

Check the heat exchanger for cracks
o Check the gas supply line and unit for gas leaks

# LCheck sequencers, heating elements, electrical connections

o Check T-stat set points and programming

#__ Check the operation of the heat mode
s Check for the presence of combustion gasses inside the deli
s Check the belt
» Ciean coils as needed
s Replace all filters on HYAC wnits
o Blow-out drain lines
Electric Heat
e Check electrical connections
s Check contacbor
o Pull and check heat strips- ensure the heat strips are dust-free
s  Check the high-limit switch

* Check the beit

s Check the evaporator coil for cleanliness
s Clean coils as needed

s Change filters on the roof

»  Blow oul drain lines
2. Minor Service Refer
e Check and record temperature on all units including back-up boxes and line refer
s Check all hinges and gaskets for wear
o Clean out all refrigeration drain pans of debris

e Blow out drain lines Including the salad bar top

s Ch A an all units

o Clean coils as needed
s _Change all filters

[4.16

4.16.1 Preventing Accidents And Injuries

‘ﬁ:lu should take all reasonable precautions to operate vour business safely for thq benefit of yvour custamers and
employees, However, it i n-nsm!,e that a customer or employese may ggg njured al your location. It is vour

responsibility to develop policies and procedures to ensure the safety of your employees and customers on

YOur premises.
It 15 pur expectation that you strive for the highest possible level of salety in all activities and operations and that
],:gl;_ carry out a commitment of compliance with all health and safety laws applicable to your business by enlisting

the help of all employees to ensure that public and work areas are free of hazardous conditions.
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Make every effort to provide warking conditions that are as healthy and safe as possible. You and your employees

should be equally conscientious about workplace safety, Including proper work methods, reporting potential work
hazards, and abating known hazards.
4.17 Crisis Management Po

4.17.1 Handling Crises: The Big Picture

Your relationship with customers is the key to your success, When a crisis occurs, this relationship s put under the
spotlight -- and what's at stake is the trust that customers place in you,
YOUR FIRST POINT OF CORPORATE CONTACT FOR ANY CRISIS WILL BE YOUR BUSINESS COACH,

To Find Out Mare About Eﬂﬂi ﬁnﬂﬂfﬂt click on the Hnk Crisis Management Manisal,
Voluntary Eﬂgduwn Decision Made By Franchise Owner

ason's Dell sbore{s) kg ni:
. "-'l'a'l'Ef is 5h_|.!t off for an extended period of time

" W i EVACUAL

o There is no hot water for an extended period of ;lrrne. Diishes and hands must be
washed with hot water (over 120 degrees). Water can the stowe and/or
microwaves and ovens to over 120 degrees and stored 1n 2 3-compartment sink {wash,
ringe, sanitize} for dishes, and in dispensers for hand sinks for short-term water heater

putages, Disposable dishes may also be used.
& __Large foodborne illness outbreak

o The health t recommends i atlons
sibiili

JP:JT.I Reporting Incidents That Could Impact The Brand

In_the event of a serious crisis, such as foodborne fliness o PCI incidents, you must repert the incident to your
Business Coach as soon as possible, We may decide to have a public relations specialist assist you with damage
control. It is important for you to understand that a serious crisls at your Unit could have a substantial negative
impact on the entire Franchise system.

For any accident o injury invelving a customer, you should establish policles that include notice to your general
liability insurance carrier.

For_any accident or injury involving an employes, you should see the next section dealing with warkers®
compensation issues.n employed, you thould see the next section dealing with workers' compensation lssues,

I 4.17.3 Workers' Compensation Guidance

You should train your employees to report workplace accidents and injuries to you as soon as pessible. You may

gﬁE wnrl-:g; compensation protection if you do not take appropriate action on time, If the injury results in lost
Lime _@m work, you generally have 10 days after obtaining knowledge of a lost-time claim to report it to your

workers' compensation insurance company. This reperting usually involves submission of the First Report of | Injury
form required by your state, Submitting the First Repert of Injury form is not an admission of liability on your part.
You are usually required to give the injured employee a copy of the completed First Report of Injury form. You may
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also be required by state law to provide the injured employes with other farms and notices. You should consult A

qualified expert to develop policies and procedures relative Lo your employees.
4.17.4 Safe

e through a business structure in a f minutes, giving you little time to escape. Your focal fire
department will probably conduct annual inspections of your facility and make recommendations, as well as impose
requirements for you to follow. These inspections will include verification of the number and placement of fire
extinguishers and open access to fire exits. You must comply with all fire department requirements _and
recommendations.
If you have 10 or mare empl he O standard [ Lo have a w fire prevention plan.
A fire prevention plan must be:

# _ |nwriting

w  HKept in the wor

s Available for employees to review
If you have less than 10 employvees, the fire prevention plan does not need to be in writing and can be verbally
communicated r

communicated to your employees,
The following minimum elements must be included in a fire prevention plan:
s List of all major fire hazards

s __Proper handling and storage procedures for hazardous materials
= Potential ignition sources and their cantrol
s Type of fire protection equipment necessary to control each major hazard

s Procedures Lo control accumulations of flammable and combustible waste materials

o Procedures for regular maintenance of safeguards installed on heat-producing equipment to prevent the
accidental ignition of combustible materials

s Mame or job title of nsible for maintainin ipment to n control sources of
lenition or fires

s Mame or job title of employees responsible for the control of fuel sou ards.
You should assume that your employees do not have any previous fire safety training,

Here are some topics we suggest that you consider covering with your employees:

» Discovering a fire -- employees should be made aware of the method of F:E'EEI'IE an alarm after discovering a
fire.This should include the location of manual fire alarm activation points and their method of operation.

= Hearing the fire alarm -- employees should be made aware of the evacuation procedures in their workplace,
including all escape routes and exits, and including proper operation of any fire doors.

o Assembly points -- employees should be shown their “Fire Assembly Point™ and made aware of the need o
ensure they have been accounted for.

e Calling the fire department - employees should be made aware of the method of calling the fire department
{usually by dialing 911) and the location of telephones,

o Use of fire extinguishers - employees should be Lrained in the proper use of fire extinguishers, including the
location of all fire extinguishers on site,
Jazon®s Deli Operations Documents = Exhibit™ W™
FTC 0533




Please consult with a qualified expert Lo develop policies tailored 1o your business.
4.17.5 Robbery / Burglary

Bu=in an r g their vulnerability o crime in many ways, Measures like locks, alarms d fghti

k i t a less attractive target for criminals. A maj by is your local law enforce -
its officers can conduct a free security survey and give advice on alarm systems and other devices.
Il your location is burglarized while you are away, contact the police immediately and follow their instructions. You
should also contact your insurance company and any customers thal might be affected by a business closure.

and the susgsstions outlin WE 5 recommend that W icy in place for all T

employees to follow if a robbery takes place during business hours.
some general considerations might be:

& Stay as calm as possible -- try not to panfc or show amy sign of anger or confusion,

e Consider your well-being and that of your employees and customers as the highest priority - do not escalate
the inckdent into a violent confrontation in which someone may be injured or killed. Do not try to be a hero,

Cash can be replaced, human lives cannot.
= Quickly and calmly obey any commands given by the robiber.
= Do not try to dissuade a robber,

- rnict fi or run after a robber,

= Make a conscious effort to get an accurate description of the robber{s), including age, race, complexion,
body build, height, weight, type, and color of clething.

# _After the robber leaves, call the palice immediately,
Please consull with qualified experts to develop a policy for these instances.

" 4.17.6 Unruly Customers

Unruly customers should be a rare occurrence,
If you are faced with an unruly customer, you might consider the following:

& Ty to remain calm.

« Remember that the customer is probably not upset with you personally.

& Maintain a reasonable demeanor and a relatively quiet tone.

= _Conzider taking loud or verbally abusive customers into an office or otherwise out of earshot of other
customers or employees,

s Listen to their grievances and try to understand the problem,

* _Attempt to correct the problem

s __If they refuse to reason and calm down, ask them Lo leave up Lo two times,

o If they do not leave, inform them that you will call the palice.

= Call the police.

If nothing you do seems Lo work or if the customer is cbviously under the influence of drugs or alcohol, you should
contact the police. Mever compromise the safety of vour customers and/or employees. Please consult with a
Jason's Deli Operations Documents = Exhibi®™ N*
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gualified expert to develop a policy for those instances.
4.17.7 MSDS

A Material Safety Data Sheet (MSDS) is designed Lo provide bath workers and emergency personnel with the proper
procedures for handling or working with a particular substance, MSDSs include information such a5 physical data
{melting point, boiling point, flash point, etc.}, toxicity. health effects, first akd, reactivity, storage, disposal
protective equipment, and spill fleak procedures, These are of particular use if a spill or other accident occurs,

It is very impaortant that yvou follow the guidelines on all MSDS sheets

The most hazardous cleaning products are corrgsive drain cleaners, oven cleaners, and toilet bowl cleaners. These
products can cause skin or eye burns and potentially cause permanent eye damage, They can be identified by the
signal word “Danger” on the label and the word “corrosive,  Most drain cleaners, oven cleaners, and toilet boned
cleaners fall into this category. However, there are alternative products on the market that are not as dangerous
and they are worth logking for,

HEVER Mix Bleach and Ammania

Because the giant warning on the bottle in bright red print with a skull and crossbones fsa't enough, hundreds of
peopie are wheeled into emergency rooms every year aller mixing a deadly combination of ammonia and bleach- a
corrosive concoction that can cause the lungs to fill with liguid.

Household bleach is 5% sodium hypochlorite, Mix it with ammeonia. and mono- and di-chloramines are farmed, This
will cause serious symploms such as respiratory tract irritation, tearing, and nausea, To make things worse, when
you add water in an attempt to dilute the mixture, the result is hydrochloric acid and nascent oxyeen, also known
as chlorine gas. To help you better understand how serious this combination can be, it was the chemical weapon of
choice of Hazi Germany in World ‘War 1.

As a rule of thumb, never mix _any household cleaners together; ever. Many of them have either a bleach or
ammonia base.

Keep Copies of Material Safety Data Sheets (MSDS) In A Folder

Federal Law requires that these forms be on file at all times at_each store. If an employee is exposed to a
chemical in the restaurant, send a copy of the MSDS for that chemical with the emploves when going for medical
attention, These forms are to be replaced angd updated when necessary. Each chemical that enters the store comes
with an MSDS in the packing slip.

To Find Out More About MSDS click on the link Material Safety Data Sheets.

.1 Sales Introd

This section of the Manual focuses on sales. Sales and marketing are the backbones of every organization, including
yours. Mothing happens until the first sale is made. If you feel like you are not a salesperson, don't worry about it
You have been practicing all your life,

Part of the benefit of Jason's Deli is that the business helps sell itself through having a great reputation. However,
if you rely solely on the value of the brand to sell your products, you will be missing a lot of sales. It is always a
good idea to have a basic understanding of traditional sales techniques. This section of the Manual provides an
overviesw of setting up vour sales structure,

[5.2_Reference Guide To Sales Building

The Reference Guide to Sales Bullding is designed to help vou understand the sales opportunities that happen
throughout the vear in your market.

For more information, review the Sales Resources in the Sales Resources folder.
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5.3 Staffing

It_is_important for the growth of your business to have a dedicated person actively selling your business and

= I L.

executing the tactics in the Reference Guide to Sales Building,

5.4

The sales buiiding modules prepare your team to cultivate relationships and build sales in the community. The Sales
Department is available to assist with setting a strategic sales plan for your market and assist with questions you

may have regarding of{-premises sales,
For more information, review Sales Building Modules & Projects in the Sales Resources folder,

i&_,-l Promoting Our Business In Your Area

|Q.1.1 Your General Obligations

From time to time, we may direct you to pay all or any part of the advertising fee (not to exceed 7% of gross sales
plus ¥ of 1% for administrative fees) to one or more advertising funds, co-ops, non-profit associations, if enacted,
or other entities we designate, We may otherwise place conditions upon the use or payment of such fees or (as is
currently the case} we may permit you to retain the payments and place conditions on the use of advertising fee
payments. Currently, any costs that you incur as a result of redeeming Dedi Doliars, which are described in detail in
[tem 11, you may deduct from the 2% advertising payment requirements.

Any remaining funds must be utilized on local marketing/advertising efforts as approved by us with regards to the
content. A system-wide advertising fund, if established, will be governed solely by us. Regional cooperative
advertising funds, when existing, will be governad on a voting basis consisting of one vote for each Deli in the
copperative, All payments must be directed to us or to an entity designated by us.

Please remember that any and all advertising materials not generated by us are REQUIRED to be APPROVED in
writing PRIOR to using, o

6.1.2 Guidelines For Using Marks

The term “"Marks™ used in this Manual refers to certain service marks, trademarks, trade names, trade dress, logos,
slogans, and commercial symbols used to identify Jason's Deli locations or used to identify any particular items and
services offered by Jason's Deli locations,

The Franchise Agreement grants you the right to use our Marks in connection with the operation of the Franchised
Business. You are required to operate your Unit under the trade name of “Jason's Deli."

You must use our Marks in the manner that we authorize, and only in the manner that we authorize. You must
follow our rules regarding the use of the Marks, Any Lime you use any Mark, you must give notice of the Mark's
registration or claims by use of the appropriate symbel "®," “TM" or “SM." Our application for federal registration
of the main Mark is completed, so the symbal reguired for use with the “Jason's Deli” mark is Y& "

You must get our express written consent from the Marketing Department before any use of any of the Marks.
Therefore, before each intended use of any material which bears any of the Marks, you must submit samples of the
materials to ws one week prior for our review. We will review samples of all marketing materials and other
materials bearing our Marks you submit to us for approval, and we will notify you of our decision.

You may not use any Mark with any prefix. suffix, or other modifying trademarks, logos, words. terms, designs, or
symbols or in any modified form, You must not use any Mark in connection with any unauthorized item ar service or
in any manner that we do not authorize, '
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At gur sole discretion, in the future, we may require or permit you Lo use other Marks that we include as part of

the system,

6.1.3 Ma ndards

All r i aterials must comply with the following marketi rds as well as the = 5 outlined
im our J ) i Shyle Guide, which outlin e of | fonts v minre.

* Your materials must be legal, decent, hanest, and truthful.

s Your materials must identify you as an independently owned Franchise of ours.
s Your materials must conform to the principles of fair competition, as generally accepted in business.
= Your materials must not contain statements or images that ofiend prevailing standards of decency.

e Your materials must not abuse the trust of consumers or exploit their lack of experience or knowledge,

* _‘Your materfals must not contain or refer to any testimonial or_endorsement unless it is genuine, verifiable,

relevant, and based on personal experience or knowledge.
s Your materials must not portray or refer to any person unless prior permission has been obtained from the

person.

& Your materials must not make unjustifiable use of the name, initials, logo. or trademarks of another firm,
company, of institution.

s Your materials m imitate the senaral ext, slogan, visual n, music, and d

effects, eic.. or any other advertisements in a way that is likely to mislead or confuse the consumer,
s Your materials must be clearly distinguishable as marketing materials,

o Your materials must mot contain isual presentation or description of dangerous practices ar
situations which show a disregard for safety or health.

C 5 MUst use the rrectly,

®  Your materials must be consistent with our image,

” 6.1.4 Photography

Eights and Usage
Our photographs are key ingredients of our branded marketing. They are created by professional food

photoaraphers and food stylists under the watchful eyes of research and development with art direction from the

creative beam.

DM owns the phofographs and they are protected by copyright and trademark laws. Often local news and other
media ask Defis lo send them photographs 1o use wilh articles that include us or fealure food trends, ete. Our
photographs canl be used, distributed. copled, or shared without the wrilten consent of Jason's Dedl. Also, all
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requesls are sinctly limited lo a one-lime, specilic use. Why do we ask for separale requests? Our pholographic
archives go back decades.

We need to make sure that the image is made to current spec, available in the published markets, and appropriate
for the proposed broadcast or publication.
Please contact marketing® jasonsdeli.com with photography requests.

I 6.2.1 System Marketing

We or our affiliate will implement marketing programs 1o promole the Franchise system, including advertising,

public relations, quarterly promotions, market research. and other marketing activities. You must participate in all
marketing programs in which we require your participation, All required marketing materials will be auto-chi :

=0ime marketing programs may be optional. The continuing marketing fees you pay help pay for the marketing

POQradms,

I 6.2.2 Local Marketing Requirements
In order to provide your Unit with the best chance of success, we suggest that you spend at teast 2% of your gross
revenues on your own local advertising, public relations, promotional, and gther marketing programs for your Unit,
Your marketing materials must use the Marks correctly and comply with our marketing standards and applicable
law,
Your materials including ads. brochures, direct mail pleces, advertising copy, press releases, and other marketing

matertals must be expressly approved by us n writing before you use them. Please allow appropriate time for

approval of your materials. If we request, you will immediately stop using any marketing materials or programs
o be outdated, (alse, misleading, ill in viglation of the Franchise Agreement, inconsistent with

the marketing standards, harmful to the franchise system or the Marks, or potentially harmful to the soodwill,
reputation or customer relations of us or our Franchisees or affiliates,
The Punchh loyalty software makes it effortless for customers to earn and redeem Deli Dollars in-store and onling,

across purchases, eCommerce, payments and referrals. For more information, review the Punchh: Franchise folder,

" 6.2.3 Billing And Payment Requirements

Many of your promotional materials, items such as menus, quarterly rollouts, and premiums, will be provided by
different vendors. You are responsible for paying the vendor directly for these items.

‘ 6.3.1 Internet

We, or an affiliate, will sponsor and maintain the official Jason's Deli website. This website is an integral part of
the franchise system. So long as you are not in default under the Franchise Agreement, we will list yowr Unit on our
website.

Because of the importance of the official Jason®s Deli website to the entire franchise system, you are not allowed
Lo have your own website [or portion of a website) relating to the Franchised Business {except as provided or

approved by us). You may not list your location with any internet directories. All online listings are managed
through the Marketing Department to ensure consistency and search engine aptimization,
We also maintain the only permitted “Jason's Deli” brand Facebook page. Underneath the main brand page. each

Dell has a Facebook location page. You are not allowed to establish a separate page for your locations on any social
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media platformi.

6.3.2 Social Media Guidelines
We have developed a brand voice through the use of social media. Our voice on social media does its best to sound

and feel like our pverall brand voice despite its limitati nd characteristics (i.e. character count, brevity,
sonal conversati o All social media accounts and content is centrally managed by the Marketing

Department to ensure consistent representation of the brand across all platforms and to conform to search engine

optimization best practices.

Channels

soclal media channels are the media through which we virtually connect with people. The social channels we use

most often are:

[ ® L

Franchise Use of Social Media

Franchisees will have access to local deli location pages through Facebook only. Local pages should be used to
romolte activities and even ific to your location - promotions, awards, community involvement, Local pages
should not publish ¢l f hy or promote specific food items since that will be promoted at the

brand level, All posts from the brand | will automatically populate on every local deli page so there is ng need
to repeat this content.

tent is reviewed by the Marketing Department. I the riment determines that an nt is not following
the brand Style Guide, access Lo that page can ithdrawn,
saocial Voices
Our social veice, both in text and images, str to maintain consistency with our Mission, Vision, and Core Values.
However, communication teols across different social channels are not consistent. This results in adapting our
bra e to haracteristics.

Photos and appropriate content

Our brand image s as imperative as our brand voice when using social media, We maintain consistency across each
of our current and fulure channels by using the same profile piclures and bannar photos. We have begun streamlming
our promos across tradibonal media, email markating, elc. so our socal profiles match the content we are pushing per

month (according to our editorial calendar).
This includes completing such actions as:

« Changing the banner photo
= Tweeting/posting about the product(s) or a partnershipis) we're pushing for the month

Other than keeping our content consistent across marketing periods and media, we look for, create and recycle

other content that's relevant, promotes dialogue and sharing, and aligns with our values.

After carefully menitoring and listening to our social channels, this could include:

o Recycling (i.e. retweeting [RT] or sharing) customer-generated content

& Sharing partner content {as a promotion or in refation to ws)

= Recycling/sharing ather industry content that s relevant to cur mission and/or values
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e Composing our own condent as “filler” between what we're already pushing

Questions?
We'r help, Please contact the Marketing Department at marketing@jasonsdeli.com.

6.4.1 Word Of Mouth / Customer Referrals

Attracting new customers ta your business can be expensive and thme-consuming. If et your customers do th
marketing for you, you can concentrate your time and money on other aspects of building vour business.
How many times have friends, family and associates said, “If there's anything | can do to help you, let me know?™ if

like maost 2, you are not prepared heip at the moment it is offered. ¥ uld not Let th
next opportunity for others to help slip through your fingers! Being prepared with some simple reguests can make a

real difference in the success of your business. Referral marketing requires that you determine and communicate
as precisely as possible, the type of help vou want.
There are many ways your sources can help you promote yourself and your business.
Here are a few suggestions:
s They can provide vou with referrals,
Your contacts can provide you with the names of prespective custamers. They can also provide you with u with key
information aboul prospects,
»__They can introduce you 1o prospects.
Your contacts can help you build new relationships faster by introducing your business to prospective

customers, They can also gl'-m prospects your contact information and marketing materials,
s They can endorse your busingss.

Your con help sefl others about your business. By telling others about their awn experience with
your business, your sources can encourage others to use your products or services.

o They can display your literature and products in their offices.

For example. some businesses may be willing to display your marketing materials on a counter or bulletin
board which increases your visibility,

# They can publish information for you,
Your contacts may be able to get infor I'IEL‘._H:H‘I abuut you and your nu:-.mrz-.'.s Emr.ﬂ_-d in_publications they

subscribe (o and In which they have so ce, For exa a source that belongs to an
association that publishes a newsletbor mugj]t hﬁg you get an article u-uhlh.he-d or persuade the editor to run

a story about you in the newsletter.
6.4.2 Press Releases

Free publicity is extremely valuable and you should look for every opportunity to get L. Press relea eases are a normal
way for businesses to generate free publicity, The grand opening press release is a good way to jump-start your

press activibies without taxing your Time,

There ma oth priunities for issuing press releases -« f mple, if you are honored with any awards o if
you participate in any community service or charitable activities. We encourage you 1o let us know about these
occasions. S0 we can hel Ce an approved press r t o your local media. You may not issue

any press release without our prior written consent.
6.4.3 Local Chamber Of Commerce

Another way of developing community trust and local goodwill is to :|-:'nn the local Chamber of Commerce. We highly
recommend that your sales manager become actively involved in your local Chamber. You can find the local
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contact information at the U.S. Chamber website at www.uschamber,com/co/chambers. One of the benefits of
membership s the programs your local Chamber office will probably offer, such as networking meetings and
business seminars. Regardless of whether you join, you should consider purchasing the local Chamber membership
directory to supplement your mailing list,

| 6.4.4 Team nsarships

Lommunity involvement is important Lo growing a successful business and we encourage you to gel involved any
way you can. One way to promote the business and develop refationships with prospective customers is Lo sponsar a
local little league or other sports team. You must contact us for approval i vou wish to sponsor any organizalion.

6.5 Obtaining M : |

Tou cannot use the Marks unless you have our prior express written consent each time, Before each intended yse of
any material of any nalure which bears any of the Marks, wou must submit samples to us at
marketingsjasonsdeli.com. We will review the samples of all marketing materials and other materials you submit
o us for approval. We will promptly notify you of our decision. We will not approve any use of the Marks that

violate our marketing standards or applicable law.

|| 7.1 We For zations

o The U5, Small Business Association

s .5 Chamber of Commerce

= SCORE
& OEHA /LS. Departiment of Labar

| Z.2_Websites For Employment Laws

o Compliance Assistance for Small Business {L.5. Department of Labor)

s Guide for Emplovers (L5, Department of Labor)

o Elaws Advisors (U.5. Department of Labor)

o Elaws Poster Advisor (U.5. Department of Labar)

= Emplover Poster Page (U5, Department of Labor)

s L5 Labor Department Workplace Poster Requirements for Small Businesses and Other Employers

#_L1.5 Department of Labor - Forms (LS. Department of Labar)

& Drug-Free Workplace Advisar (U.5, Department of Labar)

s Slate Labor Laws [FindLaw]

o Discrimination and Harassment Resources (FindLaw for the Public}
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I[ 7.3 Website For Tax Information

o [R5 Small Business and Self-Employed One-Stop Resource

8.1 Business Forms

These documents may help give you ideas that may ald in managing your business. You are not reguired to use
these forms; they are simply provided by way of example. Other forms in this section are required and they are
J.y:ﬂ scally mentioned in the manual

It is your responsibility to seek professional advice as o whether or not these documents comply with the
jfu-:.&h'-e laws in your area. You may determine that additional terms or information may be necessary 16_1}i;lude
betore use.

Please feel free to call your Business Coach if you have any guestions,

s Catering
ACcount Business
References
8.1.1 Catering
Jasansdal com Account Business
CATERING ACCOUNT BUSINESS REFERENCES [References

Losm Cwrvent Lanillenl Befoivise

B vigurr b3 b ppr
Blrwrd Aok reom:
Ly, Meale, fip:
Phone Numbed

Fak ™ b
Comtaort Namars Bl than:

b Provicss Landlord Beferonoe (I Tes than sis maosths, prior lanidlod sefesence bs sl roquined)

Properiy (raner
Hirewd Saldress:
Clity, Sabe, :I'IJF:
1"haas X h
Fan Miuen Bopr .
Caml sl Mames “Teanrinine

1L Peimary Yemidor Supplicr (referonse must pravide prodocts direcily pelated fe castomer's Busines

Mt ol o iy
Sirwrd Al ress:
iy, Srsio, Fipe
Ve S bar
Fui Mum bir:

Coniscd Namas Vastion

I Frinsary Yemdor Supplicr (Peference must provkds producis divecely relatod b castomer's
bbb

RUTITE T TR
Seirood Aaddress:
{Cliw, Biate, Lip
W Hsstiar ™ by
Fax Mumsbror:

] i IR MY

Baysyamas 111 6 Dol ]




8.1.2 Emergency Notification Checklist

COMPANY/CONTACT PHONE NUMBER CELL NUMBER

Chemical Supplier

Distribution Company

Dry lce

Electric Utility

Electrician

Eguipment Rental

Fire

Gas UEility

Generators

Hazardous Materials (HAZMAT )

Health Department

Local Clinic for Emergency Care

Plumber

ﬂgiﬁg_fmtm'l Center

Police

Refrigeration Truck

Sewer Department

Water Ele_uarr.ment

Water Vendor

Wet lce Vendor

Your DO and/or Franchise Owner
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STATE EFFECTIVE DATES

The following States have franchise laws that require that the Franchise Disclosure Document be registered or fled with the State, or be

exempt from registration: Califomia, Hawail, Ilinois, Indiana, Maryland, Michigan, Minnesota, New York, North Daketa, Rhode Island,
South Dakota, Virginia, Washington and Wisconsin,

The Franchise Disclosure Document is effective and may be used in the following states, where the document is filed, registered or exempl
from registration, as of the Effective Date stated below:

Ktate Effective Date
California e
lllimads —pag2s
Indizna RIEE

[ Marylond Not registered
h-linhipn dlidanla
Mdinnesola T e TIRE]
Rhode Island R TETES
Virginia P R
Washingion RO R B
Wiconin o

Other states may require registration, filing, or exemption of @ franchise under other lows, such as those that regulate the offer and
sale of business opportunities or seller-assisted marketing plans.
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RECEIFT

This Disclosure Document summarizes certain provisions of the Franchise Agreement
and other information in plain language. Read this Disclosure Document and all
Agreements carefully.

I Deli Management, Inc. offers you a Franchise, it must provide this Disclosure
Document o you 14 days before you sign a binding agreement or make a payment with
the Franchisor or an affiliate in connection with the proposed Franchise sale.

Oregon requires that we give you this Disclosure Document at least 10 business days
before the execution of any binding Franchise or other agreement or the payment of any
consideration, whichever occurs first,

If Deli Management, Inc. does not deliver this Disclosure Document on time or if it
contains a false or misleading statement or a material omission, a violation of federal law
and state law may have occurred and should be reported to the Federal Trade
Commission, Washington, D.C, 20580, and the state agency listed on Exhibit G.

Drate of Issuance: Mareh-24-2023Apnil |, 27024

See Exhibit G for the respective State agencies authorized 1o receive service of process in
the particular state.

Deli Management Inc.’s sales agents for this offering are:

Ragan Edgerly

#500 North Mopac, Suite 805
Austin, TX 78757
512-906-9460

Troy Cormier

350 Pine Strect — Suite 1773
Beaumont, TX 7770
400-818-1976

| have received a Disclosure Document dated, Mareh-31-2023 A pril 1. 2024 that included
the following Exhibits:

Exhibit A Franchisor's Financial Statements
Exhibit B Franchise Agreement

Exhibit C Franchise Purchase Affidavit
Exhibit D Area Development Agreement

Receipt = Exhibit 0"
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Exhibit E Site Addendum

Exhibit F List of Current Franchisees

Exhibit G List of Administrators

Exhibit H Confidentiality And Non-Competition Agreement
Exhibit | State Specific Addenda and Amendments

Exhibit 1 Cuaranty Agreement

Exhibit K Agents for Service of Process

Exhibit L Franchises Ceasing To Do Business

Exhibit M Cieneral Release

Exhibit M Jason’s Deli Operations Documents Table of Contents
Exhibit O Receipt

Dated: Prospective Franchisee
(Do not leave blank)

If a business entity:

If an individual:

{Name of Business Entity)

By:
(Print Name)
Its
{Title)
{Print Name) {Print Name)

Please sign this copy of the Receipt, date your signature and return it to:

Deli Management, Inc.

cfo Christopher Coco

1609 Shoal Creck Blvd,, #301
Austin, TX 78701

Receipl — Exhibit ©0"
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RECEIFT

This Disclosure Document summarizes certain provisions of the Franchise Agreement
and other information in plain language. Read this Disclosure Document and all
agreements carefully.

If Deli Management, Inc. offers you a franchise, it must provide this Disclosure
Document to you 14 days before you sign a binding agreement or make a payment with
the franchisor or an affiliaste in connection with the proposed franchise sale. Oregon
requires that we give you this Disclosure Document at least 10 business days before the
exccution of any binding franchise or other agreement or the payment of any
consideration, whichever occurs first.

Il Deli Management, Inc. does not deliver this Disclosure Document on time or if it
contains a false or misleading statement, or a material omission, a violation of federal law
and State law may have occurred and should be reported to the Federal Trade
Commission, Washington, D.C. 20580, and the state agency listed on Exhibit G.

Date of lssuance: Mareh-34--2023April [, 2024

See Exhibit G for the respective State agencies authorized to receive service of process in
the particular state.

Deli Management Inc.’s sales agents for this offering are:

Ragan Edgerly

8500 North Mopac, Suite 805
Austin, TX 78757
312-906-9460

Troy Cormier

350 Pine Street — Suite 1775
Beaumont, TX 77701
409-R38-1976

I have received a Disclosure Document dated Masch-—H-—2623April |, 2024, that included
the following Exhibits:

Exhibit A Franchisor’s Financial Statements
Exhibit B Franchise Agreement
Exhibit Franchise Purchase Affidavit
Exhibit [ Area Development Agreement
Exhibit E Site Addendum
Exhibit F List of Current Franchisces
Exhibit G List of Administrators
Exhibit H Confidentiality And Non-Competition Agreement
Exhibit I State Specific Addenda and Amendments
Exhibit J Cuaranty Agreement
Receipt — Exhibit “0"
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Exhibit K Agents for Service of Process

Exhibit L Franchises Ceasing To Do Business

Exhibit M General Release

Exhibit N Jason™s Deli Operations Documents Table of Contents

Exhibit O Receipt

Dated: Prospective Franchises
(Do not leave blank)

IT a business entity:

If an individual:

{Name of Business Entity)

By:

(Print Name)

s

(Title)

(Print Name) { Print Name)

Please sign this copy of the Receipt, date your signature and return it to:

Deli Management, Inc.

¢'o Christopher Coco

1609 Shoal Creek Blvd., #4301
Austin, TX T8701
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