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FRANCHISE DISCLOSURE DOCUMENT 

FARMER BOYS FRANCHISING CO.
a California corporation 
3452 University Avenue  

Riverside, CA 92501 
Telephone: (951) 275-9900 

Fax: (951) 275-9930 
http://www.farmerboys.com
franchise@farmerboys.com

The franchisee will operate a fast-casual restaurant. The total investment necessary to begin 
operation of a Farmer Boys franchise is between $1,056,000 and $2,610,000. This includes between 
$35,000 and $45,000 that must be paid to the franchisor or affiliate.  

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

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

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

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

Issuance Date:  August 18, 2023
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How to Use This Franchise Disclosure Document 

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

QUESTION WHERE TO FIND INFORMATION 
How much can I earn? Item 19 may give you information about outlet 

sales, costs, profits or losses. You should also 
try to obtain this information from others, like 
current and former franchisees. You can find 
their names and contact information in Item 20 
or Exhibit I. 

How much will I need to 
invest? 

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

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

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

Is the franchise system 
stable, growing, or shrinking?

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

Will my business be the only 
Farmer Boys restaurant 
business in my area? 

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

Does the franchisor have a 
troubled legal history? 

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

What’s it like to be a Farmer 
Boys franchisee? 

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

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

Continuing responsibility to pay fees. You may have to pay royalties and other 
fees even if you are losing money.
Business model can change. The franchise agreement may allow the franchisor 
to change its manuals and business model without your consent. These changes 
may require you to make additional investments in your franchise business or may 
harm your franchise business.
Supplier restrictions. You may have to buy or lease items from the franchisor or 
a limited group of suppliers the franchisor designates. These items may be more 
expensive than similar items you could buy on your own.
Operating restrictions. The franchise agreement may prohibit you from operating 
a similar business during the term of the franchise. There are usually other 
restrictions. Some examples may include controlling your location, your access to 
customers, what you sell, how you market, and your hours of operation.
Competition from franchisor. Even if the franchise agreement grants you a 
territory, the franchisor may have the right to compete with you in your territory. 

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

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

Some States Require Registration 

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

Your state also may have laws that require special disclosures or 
amendments be made to your franchise agreement. If so, you should check the 
State Specific Addenda. See the Table of Contents for the location of the State 
Specific Addenda. 
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Special Risks to Consider About This Franchise 

Certain states require that the following risk(s) be highlighted: 

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

All the owners of the franchise and their spouses will be required to execute 
personal guarantees. This requirement places the personal and marital 
assets of the franchise owner(s) at risk. 

Certain states may require other risks to be highlighted. Check the “State Specific 
Addenda” (if any) to see whether your state requires other risks to be highlighted. 
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FARMER BOYS® 

ITEM 1. 
THE FRANCHISOR, AND ANY PARENTS, PREDECESSOR AND AFFILIATES 

The purpose of this Disclosure Document is to familiarize you with important legal and business 
aspects of Farmer Boys Franchising Co., a franchisor, and of the FARMER BOYS® restaurant franchise it 
offers.  

Farmer Boys Franchising Co., is a corporation formed in California on November 14, 2019, and 
does business under the name “Farmer Boys” and not under any other name.  It does not operate any 
Farmers Boys restaurants and has not ever operated Farmer Boys restaurants similar to the franchised 
restaurants.  The name and address of its agent for service of process in this state are stated in Exhibit B 
to this disclosure document.  

Our predecessor, Farmer Boys Food Inc. (“Predecessor”) was incorporated in California on March 
11, 1997.  It transferred to us all of its franchising related assets, including all then-existing franchise 
agreements with Farmer Boys franchisees on January 26, 2020. It has three wholly owned subsidiaries: 
FBF Elsinore, LLC, a California limited liability company, FBF Ontario, LLC, a California limited liability 
company, and FBF Jacinto, LLC, a California limited liability company (collectively, the “Predecessor 
Operating Affiliates”) which have operated Farmer Boys restaurants similar to the FARMER BOYS® 
franchise restaurants since 2008, and continue to do so. None of the Predecessor Operating Affiliates have 
offered franchises in any line of business. Our Predecessor’s and Predecessor Operating Affiliates’ principal 
business office is at 3452 University Avenue, Riverside, CA 92501.  

We and our Predecessor have been in the business of offering and granting franchises and of 
training and otherwise helping our franchisees since September 17, 1997. We have never offered any other 
franchise. As of January 29, 2023, we had 71 franchised Restaurants and 31 affiliate-owned Restaurants. 
We have no other business. 

Effective as of September 11, 2023, we decided to restrict our operations to the state of California, 
and therefore we assigned all of our then effective franchise agreements for locations outside the state of 
California to our affiliate, Farmer Boys Multistate Franchising, Inc. (“FBM”), a Nevada corporation, 
incorporated on March 6, 2023.  FBM shares our office address. Beginning on that date, we have 67 
franchised Restaurants and 31 affiliate-owned Restaurants, in California. FBM has not yet offered 
franchises in any line of business, but we expect it to commence offering franchises under the “Farmer 
Boys” marks in September, 2023.  As of the date of this Disclosure Document, FBM has 6 franchised 
Restaurants (in Arizona and Nevada). FBM does not offer franchises in any other line of business. Our 
Affiliate, Andrew’s Sons, Inc. (“Andrew’s Sons”), was incorporated in California on August 26, 1981 and 
operates 11 (and owns 7) of our 31 affiliate-owned restaurants that are similar to the franchised restaurant. 
It has never offered franchises of any kind nor does it sell goods or services to FARMER BOYS® 
franchisees. Andrew’s Sons’ principal business office is at 3800 Orange Street Suite 220, Riverside 
California 92501.

Our Affiliate, Havadjia Holdings, Inc., was incorporated in California in 1985 and owns or leases 
land that may be leased to our franchisees to operate FARMER BOYS® Restaurants also operates one or 
more Farmer Boys restaurants through one or more of its subsidiaries, including HHI Clark, LLC; HHI Los 
Angeles, LLC; HHI Orange, LLC; HHI Riverside, LLC; HHI San Bernardino, LLC; HHI San Diego, LLC; and 
Kings HHI, LLC (collectively “Havadjia Holdings”). Havadjia Holdings’ principal business office is at 3800 
Orange Street, Suite 250, Riverside, CA 92501. Havadjia Holdings has never offered franchises nor 
operated a restaurant, but it does lease or sublease restaurant premises to some FARMER BOYS® 
franchisees, some of the Predecessor Operating Affiliates and Andrew's Sons.  

To simplify the language, the terms “Farmer Boys,” “we” and “us” refer to Farmer Boys Franchising 
Co., and the term “you” refers to the company that is granted a franchise by Farmer Boys Franchising Co. 
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The word “you” does not include your owners, who we will describe as “Related Parties.” “Affiliate” means 
a company controlled by, controlling, or under common control with us. Unless otherwise indicated, 
“Affiliate” includes FBM, Andrew’s Sons, Havadjia Holdings, and all of the Predecessor Operating Affiliates.  

The business you will operate under the franchise agreement is a family-oriented fast casual 
restaurant featuring freshly cooked, made-to-order hamburgers and other “made from scratch” breakfast, 
lunch, and dinner menu items. The market served by the FARMER BOYS® Restaurant (“Restaurant”) is 
the general public. Your competitors will be other restaurants offering fast casual on-premises dining and 
drive-through and carry-out services. 

If you participate in our Area Development Program, we will assign a defined area within which you 
must develop and operate a specified number of Restaurants in a specified Development Area, which may 
be non-exclusive or in our sole discretion may grant certain territorial protection.  You will sign an Area 
Development Agreement (Exhibit D), which will describe your development area, your development 
schedule and obligations, and your territorial protection, if applicable. For each Restaurant you open 
pursuant to the Area Development Agreement, you will sign a separate Franchise Agreement on the then 
current form used by us at the time, which may be different from the form of Franchise Agreement attached 
to this Franchise Disclosure Document, except to the extent otherwise provided in your Area Development 
Agreement. 

We may allow certain affiliates or family members of our directors to acquire (through an 
assignment and assumption of a franchise agreement and an assignment and assumption of the applicable 
lease or sublease) a Restaurant owned and operated by us, our affiliates, or officers or directors, or entities 
owned by our or our affiliates, officers, directors or owners (the “G2 Program”).  If we permit you to 
participate in the G2 Program, you will sign the documents attached as Exhibit O. 

We may also offer certain of our or our affiliates’ restaurant managers the opportunity to acquire 
(through an entity wholly owned by the manager) a non-transferrable franchise for a limited term (i.e., no 
more than 2 years) and where we will not charge an initial franchise fee (the “Low Investment Model”).  A 
franchise offered in the Low Investment Model will be for a Restaurant owned and operated by us or an 
affiliate and which the franchisee leases or subleases the Restaurant premises from the owner or tenant 
(see the Sublease and Lease attached as Exhibits E and F) and acquires (see Exhibits G-1 and G-2) and/or 
leases (Exhibit M) certain assets used in the Restaurant.  If we permit you to participate in the Low 
Investment Model, you will sign the Low Investment Addendum (Exhibit P). 

Except for state and local environmental and health and safety laws and regulations that are 
generally applicable to eating establishments, there are no laws or regulations that are specific to this 
business.  A wide variety of Federal, state, and local laws, rules, and regulations have been enacted that 
may impact the operation of your Restaurant, and may include those which (a) establish general standards, 
permitting restrictions and requirements and other specifications and requirements for the construction, 
design, maintenance and operation of the business premises; (b) set standards pertaining to employee 
hiring, health and safety; (c) regulate matters affecting the health, safety and welfare of your customers, 
such as general health and sanitation requirements for Restaurants; (d) regulate employee practices 
concerning the storage, handling, cooking, and preparation of food; (e) impose smoking restrictions; and 
requirements for availability of and specifications for public accommodations and for fire safety and general 
emergency preparedness; (f) regulate discrimination, employment wage and hour and sexual harassment 
laws as well as OSHA and the Americans with Disabilities Act which requires readily accessible 
accommodations for disabled individuals and may affect your operations; (g) establish procedures for the 
disposal of hazardous wastes; (h) regulate advertisements; and (i) establish mandatory nutritional content 
labeling and disclosures, including on menus, and impose restrictions on certain types of cups and 
containers.  State and local agencies inspect food services business to ensure that they comply with these 
laws and regulations.  You should consult with your attorney concerning these and other laws that may 
apply in the geographic area in which you are interested in locating your business and should consider both 
their effect and cost of compliance.  You should investigate whether there are regulations, orders or other 
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requirements or recommendations that may apply in the geographic area in which you are interested in 
locating your Restaurant and should consider both their impact and cost of compliance. 

ITEM 2. 
BUSINESS EXPERIENCE 

Joseph Ortiz, President and Chief Operating Officer 

Joseph Ortiz became President and Chief Operating Officer of Farmer Boys effective November 4, 
2022 and of FBM effective March, 2023. Prior to that, he was Vice President of Finance and Accounting at 
Farmer Boys since July of 2020.  Prior to joining Farmer Boys, Joseph was Director of Finance for BakeMark 
in Pico Rivera, CA from March 2019 to June 2020.  Prior to his role at BakeMark, Joseph was part of the 
Strategy & Operations group for Deloitte Consulting in Los Angeles, CA from March 2018 to March 2019.  
Prior to that Joseph served as Director of Finance for CKE Restaurants from June 2012 to March 2018. 

George Havadjias, Director, Chief Executive Officer, Chief Financial Officer and Chairman of the Board

George Havadjias is one of the original founders of Farmer Boys and has served as CEO, CFO 
and Chairman of the Board since October 2022, our Director since November 2019, Director for 
Predecessor since March 1997, and Chief Financial Officer since February 2004. He has also been 
Predecessor’s Treasurer since February 2004.  Previously, he held various other positions for Predecessor 
from March 1997 until April 2006. He has also been an Officer and Director of Andrew’s Sons, Inc., since 
1983, an Officer and Director of Havadjia Holdings since June 1985, and an Officer and Director of FBM 
since March, 2023. 

Kristy Foster, Vice President Supply Chain and Food Safety 

Kristy Foster has served as Vice President Supply Chain and Food Safety for Predecessor since 
August 2016, for us since inception, and for FBM since March, 2023. From October 2004 to July 2016, she 
was Predecessor’s Director of Purchasing. She has also worked as an Instructor at Bootea Flow Yoga, a 
yoga studio in Placentia, California, since February 2022.  

Demetris Havadjias, Director 

Demetris Havadjias is one of the original founders of Farmer Boys and has been a Director of 
Farmer Boys Franchising Co. since the company was formed in November 2019, and for FBM since March, 
2023. He has also been a Director of Predecessor since March 1997 and was its CEO from February2006 
until February2018, and its President from March 1997 until January 2006. He was also an Officer of 
Andrew’s Sons from November 1989 until March 1997 and is also a Director of Andrew’s Sons and Havadjia 
Holdings. 

Makis Havadjias, Director and Secretary 

Makis Havadjias is one of the original founders of Farmer Boys and has been our Director and 
Secretary since November 2019 and a Director of Predecessor since its inception in 1997. He has also 
been Secretary of Predecessor since February 2004 and previously held various other positions with 
Predecessor from March 1997 until April 2006.  He has also been an Officer and Director of Andrew’s Sons 
since 1983, an Officer and Director of Havadjia Holdings since June 1985, and an Officer and Director of 
FBM since March, 2023. 

Christakis Havadjias, Director  

Christakis Havadjias is one of the original founders of Farmer Boys and became a Director of ours 
in November 2019 and has been a Director of Predecessor since March 1997. . He previously held various 
other positions with Predecessor from March 1997 until April 2006. He has also been an Officer and Director 
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of Andrew’s Sons since 1981, an Officer and Director of Havadjia Holdings since June 1985, and an Officer 
and Director of FBM since March, 2023. 

Andreas H. Havadjias, Director 

Andreas Havadjias became our Director on May 1, 2020. He also served as Manager of Havadjia 
Holdings, from September 2018 until August 2021.

Joseph Elliot Adney III, Vice President/Chief Marketing Officer 

Joseph Elliot Adney III joined Farmer Boys as Vice President/Chief Marketing Officer in September 
2021 and has held the same position with FBM since March, 2023. Prior to joining us, Joseph was the Chief 
Marketing Officer at Black Bear Diner, a restaurant in Redding, California, from 2019 to 2021. From 2018 
to 2019, he served as Partner at LaDara Enterprise, a consulting firm in Portland, Oregon. He also worked 
as Vice President, Marketing at Shari’s Restaurant in Beaverton, Oregon from 2017 to 2018.  

John Lucas, Vice President of Brand Consistency 

John Lucas has served as Vice President of Brand Consistency of Farmer Boys since June 2020 
and of FBM since March, 2023.  Prior to this role, John had been Predecessor’s Director of Franchise 
Operations since February, 2018.  

Miguel Berumen, Sr. Director of Operations Services 

Miguel Berumen joined Farmer Boys as Predecessor’s Senior Director of Operations Services in 
January 2018. He has been Senior Director of Operations Services for Farmer Boys since November 2019 
and of FBM since March, 2023.   

Daisy Alvarez – Sr. Director of Marketing 

Daisy Alvarez has been Senior Director of Marketing for Farmer Boys since August 2019 and of 
FBM since March, 2023.  She has also been Predecessor’s Director of Marketing since August 2019.  From 
May 2015 until August 2019, she was Predecessor’s Marketing Manager. 

Fred Slater – Director of Research & Development / Executive Chef 

Fred Slater joined Farmer Boys in April 2020 as Director of Research & Development / Executive 
Chef, and of FBM in March, 2023.  Prior to that he was our Manager of Research and Development from 
May of 2018 until April of 2020. Prior to that, from April 2016 until May 2018, he served as Director of 
Operations for Little Caesars, a restaurant company in Anaheim, California.  

Glen Garrett Rutter – Senior Director of Learning & Development 

Glen Garrett Rutter joined Farmer Boys as Senior Director of Learning & Development in August, 
2020, and FBM in March, 2023.  Prior to that, from June 2015 until August 2020, he was the Director of 
Learning & Development for Lazy Dog Restaurants, a restaurant company in Costa Mesa, California. He 
also served as Manager for Reagan Family Homes, a real estate investment firm in Westminster, California, 
from January 2018 through December 2020. 

ITEM 3. 
LITIGATION 

There is no litigation required to be disclosed in this Item. 
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ITEM 4. 
BANKRUPTCY 

No U.S. or foreign bankruptcies are required to be disclosed in this Item. 

ITEM 5. 
INITIAL FRANCHISE FEES 

Franchise Agreement 

When you sign the Franchise Agreement, you will pay us in cash or other form of payment that is 
immediately accessible to us, such as cashier’s check or wire transfer, an initial fee of $45,000 for your first 
franchise and $35,000 for each subsequent franchise, less any applicable portion of a Development Fee 
that you have already paid. Otherwise, the initial fee is fully earned and not refundable when paid, in 
consideration of administrative and other expenses incurred by us in entering into the Franchise Agreement, 
and for our lost or deferred opportunity to enter into the Franchise Agreement with others. If, pursuant to a 
franchise agreement that you and we have previously entered into, you and we agreed that you will pay an 
initial fee for subsequent franchise agreements that is different than the initial fee described in this Item, 
you must pay the then-agreed fee and your Franchise Agreement will be modified accordingly.  

If you are signing the Franchise Agreement in connection with the renewal or extension of a prior 
franchise agreement with us, you will sign a Renewal Addendum to Franchise Agreement in the form 
attached as Exhibit C-1 that alters some of our initial obligations to you (“Renewal Addendum”).  Under the 
Renewal Addendum we may agree to charge you a reduced renewal fee, in lieu of the initial fee described 
above. The renewal fee for new franchisees is currently set at 25% of the then-current initial fee (presently 
$11,250). For franchisees presently renewing previous forms of franchise agreement which are silent on 
the amount to be paid at renewal, we will determine your renewal fee based on a number of factors including 
our estimated administrative and other costs and expenses we will incur to assist you in readying you and 
your Restaurant for the successor term, any remodeling or renovation work needed by your Restaurant, 
any new or refresher training you or your staff may require and any administrative or legal expenses needed 
for us to process and document the renewal or extension of your existing franchise, among other 
considerations. 

The initial fee is waived if you participate in the Low Investment Program. 

If you are executing a Franchise Agreement as an assignee/transferee of an existing franchisee’s 
Restaurant, you will pay, in lieu of the initial fee described above, a $6,000 administrative/transfer fee, 
before commencement of the Initial Training Program, as described in Section 13.2.3 of your Franchise 
Agreement. Your seller, the existing franchisee, will also pay us a transfer fee, as described in Item 6, or 
as provided in its existing franchise agreement, if different. 

Area Development Agreement 

When you sign the Area Development Agreement, you will pay us in cash or another form of 
payment that is immediately accessible to us, such as cashier’s check or wire transfer, a Development Fee 
in the sum of twelve thousand five hundred dollars ($17,500) multiplied by the number of Restaurants 
required to be opened during the Term according to the Development Schedule attached to the Area 
Development Agreement. The Development Fee will not be refundable, but will be credited against your 
initial franchise fees, as described in each franchise agreement you sign (which may differ from the current 
form of Franchise Agreement attached to this Franchise Disclosure document) at the rate of $17,500 for 
each Restaurant opened under the Area Development Agreement, the total amount of the credits not to 
exceed the Development Fee. 
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We may waive or reduce the initial fee for franchises granted to our Related Parties. Otherwise, 
the initial fees are uniform for all franchises currently being granted.  During our fiscal year ended January 
29, 2023 the range of initial fees paid was $25,000 to $45,000.  

Asset Purchase Agreement or Equipment Lease  

If you acquire a franchise for an existing FARMER BOYS® Restaurant owned by us or one of our 
affiliates, you will enter into an Asset Purchase Agreement under which you will pay a negotiated price for 
the assets and going concern value of that Restaurant. If you participate in the Low Investment Program, 
in lieu of or in addition to the Asset Purchase Agreement, you may enter in to an Equipment Lease.  We 
sold 2 company or affiliate owned restaurants during the fiscal year ending January 29, 2023. 

G2 Program 

If you acquire a franchise for an existing FARMER BOYS® Restaurant owned by us, or one of our affiliates, 
one of our officers or directors, or entities owned by one of our affiliates, officers, directors or owners, you 
will enter into (i) an Assignment and Assumption of Franchise Agreement, and (ii) an Assignment and 
Assumption of Sublease (or lease).  The Purchase Price for the assignment of the Franchise Agreement 
will be negotiated between you and the seller and will be comprised of (a) 1.5 multiplied by the applicable 
Restaurant’s Annual Gross Sales, plus (b) a portion of remodel costs, plus (c) a profit and loss adjustment.  
You will assume other obligations under existing third party contracts for services and products used in the 
applicable Restaurant.  We sold 2 company or affiliate owned restaurants during the fiscal year ending 
January 29, 2023 and the initial fees paid us for each was $25,000. 

ITEM 6. 
OTHER FEES 

NAME OF FEE AMOUNT OR 
FORMULA 

DUE DATE REMARKS1

Royalties 5% of Adjusted Gross 
Revenue2

Weekly Collected by ACH 
(Automated Clearing 
House) 

Marketing Fund Currently 3% of Adjusted 
Gross Revenue; subject 
to increase by up to 1 
percentage point 
annually, but not to 
exceed a total of 5% of 
Adjusted Gross Revenue

Weekly Collected by ACH 
(Automated Clearing 
House) 

Audit Cost Actual Cost3 Upon demand Only due if discrepancy 
exceeds 3% 

Replacement Manager 
Training 

Current training fee rates When training begins 

Ongoing Training Fees4 Current training fee rates At program Continuing education will 
not be required more 
than twice a year and will 
not last more than three 
days 
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NAME OF FEE AMOUNT OR 
FORMULA 

DUE DATE REMARKS1

Farmburgerology $50 - $100/month per 
Restaurant 

Monthly Collected by ACH 
(Automated Clearing 
House) 

Annual Meeting Not to exceed $500 a 
day 

Before meeting 

Transfer Fee The seller/transferring 
franchisee will pay 50% 
of the then-current initial 
franchise fee unless 
transferee is existing 
franchisee, in which case 
fee is 25% of the then-
current initial franchise 
fee. 

The buyer will pay a non-
refundable 
administrative/transfer 
fee of $1,000 plus 
$5,000 on or prior to 
commencement of initial 
training program. 

Upon transfer 

Renewal Fee 25% of the then current 
initial franchise fee 

At time of each renewal For currently renewing 
franchisees, see Item 5 

Base Rent As negotiated by the 
parties and specified on 
Schedule A to Lease or 
Sublease 

Monthly Payable to Havadjia 
Holdings or us if you rent 
your premises from one 
of us 

Percentage Rent See Note5 Annually Payable to Havadjia 
Holdings or us if you rent 
your premises from one 
of us 

Sublease Rent See Note 6 

$500-$2,000 

Monthly Payable to Havadjia 
Holdings or us if you 
sublet your premises 
from one of us 

Interest on Late 
Payments 

10% per year or highest 
amount allowed by law, 
whichever less 

Upon billing 
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(1) All payments are imposed by and collected on our behalf or on behalf of an Affiliate unless 
otherwise stated. Payments to us or any Affiliates are not refundable; refundability of payments to others 
depends on the arrangements you make with them. Except for rent, all fees under Franchise Agreements 
currently being offered in this state are uniform. However, (a) we reserve the right to reduce or waive the 
fees for certain Restaurants, and (b) payments, including Royalties and Marketing Fund contributions, by 
some existing franchisees who signed earlier forms of Franchise Agreement may be on different terms and 
rates as provided in their agreements. 

(2) “Adjusted Gross Revenue” is defined in Appendix 1 of the Franchise Agreement and essentially 
includes all revenues received or receivable by you, whether in cash, credit, barter, or other means of 
exchange (and whether or not you receive payment), for all goods and services sold by your Restaurant, 
including Catering, take-out and delivery, or which are promoted or sold under any of the Marks, but 
excluding the following: (i) sales taxes, value added or other tax, excise or duty collected from customers 
and paid to the government; (ii) tips, gratuities or service charges paid by customers and turned over to 
your employees; (iii) proceeds from certain isolated sales of equipment and trade fixtures; and (iv) revenues 
received from sales of pre-paid gift cards and certificates in accordance with our policies (which shall be 
remitted by you to us or a designated supplier appointed to administer the Gift Card Program); provided, 
however, that revenues received by you upon redemption of such pre-paid gift cards and certificates are 
included in “Adjusted Gross Revenue.” 

(3) Also, if underpayment exceeds 3%, we may require that from then on, your annual financial 
statements be audited at your expense. 

(4) Our current training fees are $350.00 per day and may increase during the term of your franchise 
agreement due to increases in labor and materials costs which necessitate reasonable increases in those 
fees to defray our increasing expenses over time. 

(5) Percentage Rent under a Sublease (or Lease, as the case may be) with Havadjia Holdings or one 
of our Affiliates is typically calculated as follows (although we and our affiliates reserve the right to calculate 
Percentage Rent differently in particular situations, e.g., when it is a party to a master lease which itself 
contains percentage rent payments): 

(a) Annual gross sales (amount received by Sublessee or Tenant and its related parties for 
all goods sold and services rendered from the premises during the year) less Two Hundred thousand 
dollars ($200,000) 

(b) MINUS  Sales tax and returns 

(c) TIMES  4-6 Percent (4-6%) 

(d) MINUS  Base Rent 

(e) EQUALS Percentage Rent 

If components (a through d) above do not exceed Base Rent, no Percentage Rent is payable. 

Percentage Rent is due, for each calendar year of the term of the Sublease or Lease, on the tenth (10th) 
day of the following January. A final Percentage Rent payment is due on the tenth (10th) day of the month 
following expiration or termination of the Sublease or Lease. If the first or last year of the term of this 
Sublease is not a full calendar year, the percentage rent, the Base Rent, and the two hundred thousand 
dollars ($200,000.00) will be prorated. 

(6) If you sublet from us or our Affiliate, in order to defray some of our risks and administrative costs 
and expenses, your rent will be between $500 and $2,000 more than the base rent payable by us or our 
Affiliate to the Master Landlord and may include a percentage rent component. 
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ITEM 7. 
YOUR ESTIMATED INITIAL INVESTMENT 

(THROUGH FIRST 90 DAYS) 

EXPENSE 
ESTIMATED 

LOW 
ESTIMATED 

HIGH 
METHOD OF 

PAYMENT 
WHEN DUE TO WHOM PAID 

Initial Franchise Fee1 $35,000 $45,000 
Single 

payment 
At signing Farmer Boys 

Real Estate (includes 
security deposit and 
first months’ rent on 

land lease)2

$20,000 $40,000 As arranged 
At lease 
signing 

Lessor 

Furniture, Equipment 
and Signs3 $250,000 $550,000 As arranged As arranged

Suppliers and 
Contractors, Lender

Construction of 
Building and 

Surroundings4

$525,000 $1,613,000 As arranged As arranged

Contractors, 
Architects, 

Engineers, Govt. 
Agencies, Lender 

Insurance $10,000 $15,000
Single 

payment 

Before 
training 
begins 

Insurance carriers 

Initial Inventory $20,000 $30,000 As arranged As arranged Suppliers 

Training Expenses5 $90,000 $150,000 As arranged At training 
Hotel, Restaurants, 

Car Rental Agencies

Grand Opening 
Advertising 

$4,000 $7,500 
Single 

payment 
One month 

after opening
Agencies and Media

Professional Fees6 $5,000 $20,000 As incurred 
Before 

opening 
Attorney6 & 
Accountant 

Point of Sale7 $28,000 $41,000 
Single 

payment 
Before 

installation 
Approved Suppliers

Additional Funds 8,9 $69,000 $99,000 As incurred Varies Employees, others

TOTAL  

Land, Lease, 
Construction 

Financed 

$1,056,000 $2,610,500 

ALL FIGURES ARE ESTIMATES ONLY. SBA financing may be available for the construction of building 
and improvements on leased real estate, as well as for the equipment and other initial expenses in opening 
the franchised restaurant. Typical SBA financing will require a down payment of 20% of the project costs, 
with financing ranging from 20 to 25 years. Interest rates vary. You will also pay SBA guarantee fees, which 
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are not included in the preceding table. You should consult a lender to determine your qualifications for 
financing of this nature, as well as current financing costs. Other than costs connected with financing, this 
Item shows expenses through first 90 days of operation. If you select a site on which we or our affiliate has 
already begun development, you will reimburse us or our affiliate any of the costs described in this table 
that we or our affiliate have already incurred. 

1. If you are purchasing franchises separately, the initial franchise fee for the first franchise is $45,000 
and $35,000 for each subsequently purchased franchise. However, if you are purchasing franchises under 
an Area Development Agreement, you must pay, in advance, $17,500 toward the initial franchise fee for 
each franchise to be developed under the Development Schedule when you sign the Area Development 
Agreement.  $17,500 of the fees paid in advance will be credited toward the initial franchise fee for each 
restaurant developed under the Agreement until all fees have been credited.  The initial franchise fee is 
waived if you participate in the Low Investment Program or if you are signing a Franchise Agreement 
pursuant to the Development Opportunity set forth in the Low Investment Addendum. 

If you are signing the Franchise Agreement in connection with the renewal or extension of a prior franchise 
agreement with us, you will sign a Renewal Addendum to Franchise Agreement in the form attached as 
Exhibit C-1 that alters some of our initial obligations to you (“Renewal Addendum”).  Under the Renewal 
Addendum we may agree to charge you a reduced renewal fee, in lieu of the initial fee described above. 
The renewal fee for new franchisees is currently set at 25% of the then-current initial fee (presently 
$11,250). For franchisees presently renewing previous forms of franchise agreement which are silent on 
the amount to be paid at renewal, we will determine your renewal fee based on a number of factors including 
our estimated administrative and other costs and expenses we will incur to assist you in readying you and 
your Restaurant for the successor term, any remodeling or renovation work needed by your Restaurant, 
any new or refresher training you or your staff may require and any administrative or legal expenses needed 
for us to process and document the renewal or extension of your existing franchise, among other 
considerations. 

2. Figures are based on assumption that real estate will be leased, that the cost of the ground lease 
will be between $95,000 to $240,000 annually (plus property taxes and, if applicable, common area 
maintenance charges) and that lessor will require an initial payment of one month’s rent and a security 
deposit of one month's rent. We and our affiliates also include the second- and third -month’s rent. If you 
purchase rather than lease your location your costs will be substantially higher, the amount of which will 
vary widely and cannot be meaningfully estimated. Under some circumstances, we may decide to grant a 
franchise for a non-traditional location, such as a food court. Real estate and improvement costs vary 
significantly in non-traditional locations and we are not able to calculate reliable estimates of either required 
square footage or the costs of real estate under these circumstances. 

3. This category includes such items as food preparation and other kitchen equipment, dining room 
furniture, office equipment and janitorial equipment. The estimated price of these items will range from 
$250,000 to $550,000. 

4. This category includes costs of constructing the building and other improvements on the real estate, 
architectural and engineering fees, sales tax deposits or bonds, construction permit, sewer hookup charges, 
and utility deposits. Estimated cost is $525,000 to $1,613,000. The high end estimate contemplates 
constructing a new building for your restaurant, in connection with a purchase or ground lease of the 
restaurant location. If you are entering into a franchise agreement in connection your purchase of an 
existing Restaurant from us or one or our franchisees, we may condition our consent to the transfer on you 
or the seller remodeling the exterior and interior of your Restaurant to conform to our current building design, 
trade dress, color schemes, presentation of Marks and public image. These costs would be substantially 
less than the cost of initial construction in the chart above, but may include extensive structural changes to 
the Restaurant and replacement or modification of furnishings, fixtures and equipment; we would generally 
expect remodeling costs to be a minimum of $150,000 but may be significantly higher depending on how 
long it has been since the last remodel and the nature and extent of changes needed to conform the 
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Restaurant to our current standards.  The estimate does not include the cost to purchase the land for the 
restaurant, the cost of which will vary substantially by market and which we cannot meaningfully estimate.   

5. This figure includes your costs of attending the franchise training program, and includes 
transportation, lodging, and meals while attending the program. This also includes the cost to you of 
transportation and wages for pre-opening work and training for 25 cooks, 30 cashier servers and 6 shift 
managers. This will range from $90,000 to $150,000. Included are 90-120 days’ wages for approximately 
60 full time and part-time employees. We relied on our management’s experience in operating company 
and affiliated restaurants in estimating this figure. You should review these figures carefully in light of local 
conditions, pay rates and the economy, consulting a business advisor if necessary. 

6. This figure includes attorney review and negotiation of the lease for the franchised restaurant. If we 
or our affiliate have paid legal fees for lease review while developing your site or a site you ultimately take 
over from us (including for any issues you may have with the landlord during construction or once open for 
business), you will reimburse us or our affiliate for this expense rather than pay such legal fees directly. 

7. In addition to the purchase of the POS system, you must pay an annual maintenance fee of $500 
(or the then current rate) to Maitre D, the POS system provider as well as amonthly subscription fee of $159 
(or the then current rate) directly to PAR Technolology, the back of house management system provider. 

8. These funds include 3 months utilities, minimal staff to operate the restaurant for 90 days and 
estimated rent for 90 days.  These funds do not include the purchase price payable under an Asset 
Purchase Agreement or the G2 Program. 

9. These amounts are the minimum recommended levels to cover your operating expenses for three 
(3) months. However, we cannot guarantee that this amount will be sufficient. Additional working capital 
may be required if sales are low or fixed costs are high. The disclosure laws require us to include this 
estimate of all costs and expenses to operate your franchise during the “initial phase” of your business, 
which is defined as 3 months or a longer period if “reasonable for the industry.” We are not aware of any 
established longer “reasonable period,” so our disclosures cover a 3-month period. 

ITEM 8. 
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES 

You will not be required to purchase any goods or services from us or our Affiliates. At your request 
and at our option, we may temporarily lend you trained employees to enable you to meet the Farmer Boys® 
System standards at opening or at other times when you are temporarily understaffed. If this occurs, you 
must reimburse us for the employee’s wages or salary (including direct or indirect payroll costs, plus our 
then-current markup, currently three dollars per hour), and any incidental costs incurred by the employee 
in fulfilling the temporary assignment that he or she would not incur in his or her usual employment. 

As a condition of offering you a site that we have located, we are likely to require that you lease or 
sublease, at our sole option, the land on which you build your restaurant from us or our affiliate, Havadjia 
Holdings. If you purchase an existing FARMER BOYS® Restaurant from us or our affiliate, you will 
purchase or lease the existing furnishings, fixtures and equipment. 

Other than described above, neither we nor any of our affiliates is a supplier of any goods or 
services you will sell or use in the Restaurant (other than services that are paid for by your franchise fees). 

We require you to buy our proprietary products from a designated supplier to preserve secrecy. For 
quality assurance and protection of the Marks, you must buy all food products, including meat, chicken, 
fish, dairy products, bread, fountain drinks, and produce, employee uniforms, and all dry goods, including 
items bearing the FARMER BOYS® Marks, such as fountain cups, napkins, and tray liners, from approved 
or designated suppliers and according to our specifications. 



18 

570776022.60 

Lease or Purchase of Restaurant. 

To seek our approval of a site for your Restaurant, you must advise us in writing of the street 
address of the proposed site and provide a copy of any demographic information you have on the site and 
complete the FARMER BOYS® Site Review Request. We will base our approval of the site on the general 
guidelines for suitable franchise premises that are stated in the Manual. Unless we agree to an extension, 
you must obtain our acceptance of a proposed site within 180 days following the execution of the Franchise 
Agreement. You must open your restaurant within 12 months of the effective date of your Franchise 
Agreement. 

To seek our approval of the lease or purchase agreement for the premises of your Restaurant, you 
must provide a copy of the proposed lease or purchase agreement or a lease summary. The terms of the 
lease or purchase agreement must allow you to operate profitably under the terms of the Franchise 
Agreement, in our reasonable discretion. A lease must grant us an option, without cost or expense to us, 
to assume or authorize our assignee to assume the lease if the Franchise Agreement expires or is 
terminated or if you should fail to cure a material default under the lease or Franchise Agreement within the 
time allowed by such agreement as the case may be. Your lessor and you may meet this requirement by 
adding the language to the lease as listed in the Lease Provisions in the form of Attachment 3 to the 
Franchise Agreement. If you purchase the land and building or premises for the Restaurant, under the 
Franchise Agreement you grant us an option to purchase the property from you upon termination of the 
Franchise Agreement at fair market value. 

On occasion, we may locate sites for our franchisees. If we locate and offer a site to you and you 
are interested in it, we or Havadjia Holdings may lease or sublease the real property to you.  If you 
participate in the Low Investment Program, (i) you will lease or sublease real property from our affiliate; and 
(ii) may be required to lease certain equipment from our affiliate.  

Havadjia Holdings and we use a standard form for our leases to franchisees which is attached to 
this Disclosure Document as Exhibit F. The leases offer rent at market rates, either a) a 34 year 11 month 
term or b) a 20-year initial term coupled with renewal options that bring the combined term to 40 years, and 
a security deposit equal to one month’s rent, which may vary if it is a sublease. 

A copy of the standard sublease offered by us or Havadjia Holdings is attached to this Disclosure 
Document as Exhibit E. It “passes through” the terms and conditions of the underlying master lease, with 
specified exceptions: The rent is marked up to defray our and Havadjia Holdings risk and expenses in 
administering the lease. The security deposit is usually equal to one month’s rent. Late payments under the 
sublease will bear interest at 18% per year or the highest rate permitted by applicable law. 

Trade Dress and Restaurant Design 

You must furnish and decorate the Restaurant according to our specifications and submit your 
plans and furnishings to us for our prior written approval. If you employ an interior designer approved by us 
then your decoration and furnishings will be considered approved. Once every five years, beginning on the 
date you first open for business, you, or your successor in interest must completely remodel the exterior 
and interior of your Restaurant to conform your building design, trade dress, color schemes, and 
presentation of Marks to our then current specified public image (or image implemented or in development 
at a Restaurant owned or operated by us or any of our Affiliates). Remodeling may include extensive 
structural changes to the Restaurant and replacement or modification of furnishings, fixtures and equipment 
and is in addition to the ongoing costs and expenses needed to maintain the condition and appearance of 
your Restaurant in a “like new” level of cosmetic appearance. Generally, you should expect the cost of 
remodeling be a minimum of $150,000 and should set aside a reserve of at least $30,000 per year for this 
purpose (as adjusted annually by the CPI), however, depending on how long it has been since your last 
remodel and the nature and extent of changes we may adopt, your remodeling costs could be significantly 
higher. Your remodeling dollars should be spent to update and revitalize the look of your Restaurant from 
the customer’s point of view as outlined and approved by us, with particular attention to interior and exterior 
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paint, artifacts, furniture upholstery, table tops, valances, window shades, wall coverings, floors, bathroom 
fixtures and tile, wainscoting and signs. Payment for regular maintenance and repair, such as replacement 
or repair of damaged wall coverings, tiles, equipment or upholstery, will not count toward your remodeling 
obligation. 

Insurance 

You must purchase and maintain a policy or policies of comprehensive public liability insurance, 
including products liability coverage, covering all Restaurant assets, personnel, and activities on an 
occurrence basis with a combined single limit for bodily injury, death, or property damage of not less than 
two million dollars, including business interruption coverage for Continuing Royalties, Marketing Fund 
Contributions and other payments due to us during any period of interruption. We may increase the 
minimum coverage requirement annually if necessary to reflect inflation or other changes in circumstances. 
You must also carry (1) casualty insurance in a minimum amount equal to the replacement value of your 
interest in the Restaurant premises, including furniture, fixtures, and equipment; and (2) business 
interruption insurance in an amount sufficient to cover the rent of the Restaurant premises, salary, or wages 
of key personnel, and other fixed expenses. In addition, you must maintain policies of workers’ 
compensation insurance, disability insurance, and any other types of insurance required by applicable law. 
Each insurance policy that is required under the Franchise Agreement must contain a provision that the 
policy cannot be canceled without ten days’ prior written notice to us. It must be issued by an insurance 
company that is admitted in California and that is rated B+ or better in Best’s Key Rating, designate us as 
an additional named insured and be satisfactory to us in form, substance, and coverage. You must deliver 
a certificate of the issuing insurance company evidencing each policy to us within ten days after the policy 
is issued or renewed. 

Vendor Rebates 

Except for vendor rebates which are paid by vendors directly to restaurants based on the volume 
of products purchased by each restaurant, and other vendor rebates which we choose to contribute to the 
marketing fund, neither we nor any of our Affiliates received any income based upon your purchase of items 
from approved or designated suppliers or according to specifications. In the fiscal year ending January 31, 
2023, our total revenue was $17,748,975.  Of this, vendor rebates constituted $204,379, approximately 1% 
of our total revenue, and all of which we elected to contribute to the marketing fund.  

Income to Affiliate or Company 

In the fiscal year ending January 2023, Havadjia Holdings derived $6,456,329 as rent for leases or 
subleases of real property to FARMER BOYS® franchisees. Of these monies, $2,918,959 was gross rent 
for properties leased by Havadjia Holdings at a total cost of $2,475,995 netting rental income of $442,965.  
The other $3,537,369 of rental income collected was for properties owned by Havadjia Holdings. Otherwise, 
Havadjia Holdings received no income from sale or lease of goods or services to franchisees during this 
period.   

In the fiscal year ending January 29, 2023 we derived $2,268,233 in gross rental income as rent 
for leases and subleases of real property to Farmer Boys franchisees, offset by leased paid by us of 
$2,151,352 netting $116,881 and representing 13% of our total revenue of $17,748,975. 

In the fiscal year ending January 29, 2023, our Predecessor neither derived income nor incurred 
any expenses associated with leasing and subleasing of real property to Farmer Boys Franchisees. 

Purchasing 

We negotiate purchase arrangements with suppliers, including advantageous price terms, for the 
benefit of all members of the FARMER BOYS® System. All FARMER BOYS® Restaurants must purchase 
certain items, such as fountain drinks, from a designated supplier in return for a systemwide price discount. 
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If you would like to use or sell any product in the categories described above from a supplier not 
previously designated or approved by us, you must request our approval of such proposed alternative 
supplier in writing, and, provide product specifications, sample products, and information about the supplier. 
We reserve the right to inspect the supplier’s facilities as a condition of approval. We will respond to you in 
a reasonable amount of time either our approval or our reasons for withholding our approval. Silence may 
not be construed as consent. As a condition of approving a supplier or product, we will require you or the 
supplier to reimburse us for any expenses reasonably incurred by us in inspecting the supplier’s premises, 
checking the supplier’s credentials, or testing the product and the supplier’s facilities. As a condition of 
approving a supplier of any product that bears the Trade Name or Marks, we may require that the supplier 
sign our License Agreement. Normally, it does not take longer than 60 days to evaluate a supplier. We may 
withdraw our approval of a supplier at our sole discretion if the supplier no longer meets our standards. 

We will communicate our standards and specifications in writing, usually in the Manual. At our 
discretion, our specifications will also be made available to suppliers. 

We will not provide material benefits, such as renewal or granting additional franchises, to you 
based on your voluntary use of designated or approved sources.  Failure to purchase items from approved 
or designated suppliers or according to specifications when we instruct you to do so is a material event of 
default that may lead to termination of your franchise. 

Approximately 40% of your start-up expenses and 29% of your ongoing expenses will be for 
purchases from approved or designated suppliers. Most of these purchases will be of food and paper 
supplies. None of our officers owns an interest in any supplier. 

Gift Cards 

You must sell or otherwise issue the stored value cards or gift cards and certificates (together “Gift 
Cards”) that we provide or designate, and in the manner we specify. You must honor all Gift Cards 
regardless of whether a Gift Card was issued by you or by another FARMER BOYS® Restaurant. We 
reserve the right to discontinue or modify the Gift Card program at any time and upon notice to you, you 
agree to make the modifications we require. 

You must use an electronic cash register/computer system that accepts MasterCard, Visa and 
American Express and other credit and debit cards and other non-cash systems, loyalty cards and gift cards 
that we specify, and you must obtain, replace and modify all equipment needed to implement the cash 
register/computer system in accordance with our policies and procedures and as specified in the Manual.   

We offer you the opportunity to participate in our “VIF” or “Very Important Farmer” customer loyalty 
award program. You are not obligated to participate, but to the extent that VIF is or becomes integrated 
and/or linked with our other related payment and ordering systems, opting out of VIF may also force an opt 
out of these related systems (e.g., online ordering). The “VIF” program is distributed via a mobile app 
available for download on smart phone devices, and may in the future involve other electronic means and 
technologies. It is designed to develop sustained growth of the customer base of participating Restaurants, 
by recognizing and rewarding, their most valuable guests to increase visit frequency, and average spend, 
and to build loyalty among current customers, and create new fans by tapping into the social network of 
current customers. Rewards may include, among other things, promotions like discount coupons 
redeemable during the customer’s next purchase, accumulation of points to earn future discounts, periodic 
“surprise and delight” offers to keep customers interested in the program, and discount offers for customer’s 
birthdays.  

If you agree to participate, you must sell or otherwise issue, the store, value cards, or gift cards and 
certificates (together “gift cards“) that we provide or designate, including those related to the VIF program, 
and in the matter we specify. You must honor all gift cards, including a VIF program awards, regardless of 
whether issued by you or by another FARMER BOYS Restaurant. We reserve the right to discontinue, or 
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modify the gift card program, including VIF, at any time upon notice to you, and you agree to make the 
modifications, we specify.

ITEM 9. 
FRANCHISEE’S OBLIGATIONS

This table lists your principal obligations under the franchise and other agreements. It will help you 
locate more detailed information about your obligations in these agreements and in other items of this 
disclosure document. 

OBLIGATION 
SECTION IN 
FRANCHISE 
AGREEMENT 

SECTION IN AREA 
DEVELOPMENT 
AGREEMENT 

DISCLOSURE 
DOCUMENT ITEM

a. Site selection and acquisition/lease 
§§5.2, 5.3, Section 
5 of the Renewal 
Addendum 

§ 6.1, Attachment 1 8, 10, 11 

b. Pre-opening purchases/leases 
§9.5 N/A 5, 8 

c. Site development and other pre-
opening requirements 

§§5.1, 5.4, Article 
6, Article 7, 
Sections 6 and 7 
of the Renewal 
Addendum 

Attachment 2  11 

d. Initial and ongoing training 
Article 6, Section 6 
of the Renewal 
Addendum 

N/A 11 

e. Opening 
§5.4.2, Section 5 
of the Renewal 
Addendum 

N/A 11 

f. Fees 
Article 4, Section 4 
of the Renewal 
Addendum 

Article 5 5, 6 

g. Compliance with standards and 
policies/ Manual 

§7.2.3 N/A 8, 11, 16 

h. Trademarks and proprietary 
information 

§9.1, Article 11 N/A 13, 14 

i. Restrictions on products/services 
offered 

Article 9 N/A 8, 16 

j. Warranty and customer service 
requirements 

§§6.1.2, 7.4.1, 

7.12, 9.7 

N/A N/A 

k. Territorial development and sales 
quotas 

N/A §§ 1.2, 1.3, 12 



22 

570776022.60 

OBLIGATION 
SECTION IN 
FRANCHISE 
AGREEMENT 

SECTION IN AREA 
DEVELOPMENT 
AGREEMENT 

DISCLOSURE 
DOCUMENT ITEM

Exhibits A and B 

l. Ongoing products/service purchases
§§ 7.6, 7.7, 7.8, 
9.1, 9.2, 9.3, 9.4 

N/A 8 

m. Maintenance, appearance, and 
remodeling requirements 

§ 5.5, Section 7 of 
the Renewal 
Addendum 

N/A 17 

n. Insurance 
Article 16 N/A 7, 8 

o. Advertising 
Article 8 N/A 6, 8, 11 

p. Indemnification 
§17.2 N/A 13 

q. Owner’s 
participation/management/staffing 

§§6.1.1, 6.3.1, 

7.2 

N/A 15 

r. Records/reports 
§10.4 N/A 6 

s. Inspections/audits 
§§10.2, 10.3 N/A 6 

t. Transfer 
Article 13 Article 7 6, 17 

u. Renewal 
§§3.2, 3.3, 3.4, 
3.5, Sections 2 
and 3 of the 
Renewal 
Addendum 

§§ 4.5.2, 4.6 6, 17 

v. Post-termination obligations 
Article 15 § 9.3 17 

w. Non-competition covenants 
§§12.1, 12.2, 
Exhibit E 

Article 8 17 

x. Dispute Resolution 
Article 18 §§ 11.7 – 11.9 17 

ITEM 10. 
FINANCING

Neither we nor any of our affiliates or agents offer you, directly or indirectly, any financing 
arrangement, including loans, guarantees, leases and installment contracts. We and our affiliates have no 
past practice or future intent of selling, assigning or discounting franchisees’ financing arrangements to a 
third party. We and our affiliates do not receive any consideration from any person for the placement of 
financing with the lender. 
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We are listed on the SBA Franchise Directory located at: https://www.sba.gov/document/support--
sba-franchise-directory.  If you obtain financing through the SBA, you must sign the SBA Addendum to 
Franchise Agreement, attached as Exhibit C-2. 

If you participate in the G2 Program, you may pay the purchase price for the assignment of the 
purchase agreement as follows:  (a) 20% of the purchase price will be paid on the effective date of the 
assignment and assumption agreement and (b) 80% of the purchase price shall be paid pursuant to a 
promissory note payable to the assignor.  Presently, the interest rate is payable under the note is 6% per 
annum, is payable over a negotiated period of time, and is not pre-payable.  If the holder of the note permits 
it to be pre-paid prior to the fifth anniversary of the date of the note, you must pay a prepayment penalty 
equal to 25% of the amount of prepayment.  The note is unsecured and you are not required to personally 
guarantee the debt.  If you default, the note holder may accelerate the entire amount due an after default 
interest shall accrue at the lesser of 10% or the maximum rate permitted by law. 

ITEM 11. 
FRANCHISOR’S ASSISTANCE, ADVERTISING, COMPUTER SYSTEM, AND TRAINING 

Except as described below, we are not obligated to provide you with any assistance. 

Preopening Services 

Site Approval 

You must, on your own initiative and at your own expense, find and secure the site for the 
Restaurant. Our prior approval of the proposed site and of the proposed lease must be obtained in writing. 
We may not withhold our approval unreasonably (Franchise Agreement §§ 5.1.1, 5.3.5). 

To seek our approval of a site that you find, you must complete and submit our Site Review 
Request. We will base our approval of the site on the general guidelines for suitable franchise premises 
that are stated in the Manual. By approving a particular site for the premises of a Restaurant, we do not 
warrant that the Restaurant operating at that location will be successful (Franchise Agreement §§ 5.1.1, 
5.2). 

To seek our approval of the lease or purchase agreement for the premises of the Restaurant, you 
must provide a copy of the proposed lease or purchase agreement or a lease summary. The terms of the 
lease or purchase agreement must allow you to operate profitably under the terms of the Franchise 
Agreement, in our reasonable discretion. A lease must grant us an option, without cost or expense to us, 
to assume or authorize our assignee to assume the lease if the Franchise Agreement is terminated or if 
you should fail to cure a material default under the lease within the time allowed by the lease. Your lessor 
and you may meet this requirement by signing the addendum attached as Exhibit D to the Franchise 
Agreement to your lease. If you purchase the land or premises for the Restaurant, under the Franchise 
Agreement you will grant us an option to purchase the property from you or your assignee upon termination 
of the Franchise Agreement (Franchise Agreement §5.3). 

We will also look for suitable sites for FARMER BOYS® Restaurants. If we find an appropriate site, 
we have the right to develop the site ourselves without offering it to you or to any other prospective 
franchisee. We also have the right to offer any site we find to any franchisee or prospective franchisee we 
choose, in our sole discretion (Franchise Agreement §5.2). 

If we offer a site to you, we are likely to require that you lease or sublease, at our sole option, the 
land on which you build your restaurant from us or our affiliate, Havadjia Holdings. 

You may have difficulty in finding a site without our assistance. However, we cannot and do not 
guarantee that we will find a mutually acceptable site within your preferred geographic area or that we will 
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offer a site to you. By awarding you a site, we do not warrant that a Restaurant operating at that location 
will be successful. 

Some of the factors that we consider in approving a site are daytime and residential population, 
traffic patterns and counts, access and egress, size, parking, availability for lease or purchase, trade area 
attributes, term, and applicable regulatory requirements. 

We will approve or disapprove your proposed site within 30 days after you present the information 
described above to us. 

If you and we do not agree about a site, you must find another site. If you do not find a mutually 
satisfactory site in time to develop and open your Restaurant by the Scheduled Opening Date, we have the 
right to terminate the Franchise Agreement (Franchise Agreement §§ 5.4.5, 5.4.6). The Scheduled Opening 
Date is the earlier of (a) the date your Restaurant opens to the public or (b) 12 months after you sign your 
Franchise Agreement. If you have obtained our approval to proceed with a site and have an agreement to 
purchase or lease signed by both you and the landlord/owner of the property under the approved terms and 
you have diligently sought all applicable permits and approvals but are unable to open for business within 
12 months after signing the Franchise Agreement due to reasons beyond your reasonable control, then at 
your request, we  may grant you up to a 120 day extension of the Scheduled Opening Date and the term 
of the Franchise Agreement provided you give written notice to us of your request to so extend and the 
reasons for such extension. Your request must be made within 12-months following the date you signed 
the Franchise Agreement. If all these conditions are met, we will not terminate your Franchise Agreement 
before the extended date. 

We estimate that the average length of time between signing of a franchise agreement and opening 
of a franchised business will be between 12 and 36 months. This does not apply to you if you are signing 
the Franchise Agreement in connection with the renewal of a prior franchise agreement with us.  The 36 
month time period contemplates construction of a new building for your restaurant. Factors that may affect 
the length of time it takes to open include site location, lease or purchase negotiations, obtaining regulatory 
approvals and permits, and speed of construction. 

If you are signing the Franchise Agreement in connection with the renewal or extension of a prior 
franchise agreement with us, you will also sign a Renewal Addendum that alters some of our initial 
obligations to you and will set forth the level of initial assistance, if any, that we will provide to you.  

Training 

The initial training program will take place at one of the company-owned or affiliate-owned 
FARMER BOYS® Restaurants (including E-learning) and at FARMER BOYS® headquarters before you 
open your first Restaurant. The training program will cover the following: 

SUBJECT 
INSTRUCTIONAL 

MATERIAL 

CLASSROOM 
HOURS IN 
TRAINING 
CENTER 

HOURS ON 
THE JOB 

INSTRUCTION 
TIME IN 

RESTAURANT 

Orientation Manual, E-learning 4 2 3 

Server/Cashier Manual, E-learning 0 35 28 

Prep/Salad/Steam 
Cook/Fry Cook 

Manual, E-learning 0 45 36 
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SUBJECT 
INSTRUCTIONAL 

MATERIAL 

CLASSROOM 
HOURS IN 
TRAINING 
CENTER 

HOURS ON 
THE JOB 

INSTRUCTION 
TIME IN 

RESTAURANT 

Broiler Cook Manual, E-learning 0 25 20 

Middle Cook/Expediter Manual, E-learning 0 75 60 

Restaurant 
Management Training

Manual, E-learning 36 45 36 

Franchise Business 
Management Training

Manual, E-learning 27 45 18 

TOTAL HOURS 540 67 272 201 

The entire franchisee training program consists of twelve weeks of pre-opening training and 
certification in a company restaurant during which we evaluate your restaurant position and management 
skills. After that, we will award you a completion certificate, ask you to attend additional training or terminate 
your training, depending upon our assessment of your FARMER BOYS® skills and capabilities. We 
encourage you to gain additional practical experience before the opening of your franchised Restaurant by 
working in FARMER BOYS® Restaurants in various job functions. This experience will enable you to open 
your business far more successfully than you would otherwise and to avoid many mistakes commonly made 
by new Restaurant owners. 

Pre-opening franchisee training programs will be coordinated by the corporate training department 
and customized as necessary. The twelve-week training program is to be completed a minimum of five 
months prior to your projected restaurant opening date. Upon completion of the twelve-week training 
program, the corporate training department will conduct a post-training evaluation to determine if additional 
training may be required, prior to the opening of the franchise unit.  If you do not successfully complete your 
training or the additional training required by our training department, your franchise approval may be 
withdrawn. 

If you participate in the Low Investment Program, the Initial Training Program will be focused on 
the financial and reporting aspects of operating a Restaurant.  The duration of the Initial Training Program 
may be reduced in recognition of the participant’s pre-existing knowledge and experience operating a 
Restaurant.  We will not provide on-site training prior to you commencing operation of the franchise if you 
participate in the Low Investment Program.

The primary instructional material for the initial training program will be the FARMER BOYS® Field 
Position Training Manual, Manager Resource Manual, Menu Build Manual and Prep Recipe Manual and e-
learning courses. There will be no additional charge for training material. However, you and those of your 
employees who attend training must buy uniforms before training begins. 

The training program will be supervised by the Director of Training or another qualified individual 
as designated by us. 

You and your Designated Manager must attend initial training and complete the program to our 
satisfaction. There will be no training fee for you and one other person, but if more than two people attend 
the training program or attend at different times, we may charge our then-current training fee for each 
additional person (Franchise Agreement §6.1.1). You must pay the wages of your employees and all 
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incidental expenses you and your employees incur during training. We will not compensate you or your 
employees for any work performed during training. You must provide proof of Workman’s Comp. and 
General Liability insurance before beginning training, and provide a release of liability to us and our 
affiliates. 

You must participate in all ongoing additional training. Attendance will be mandatory and there may 
be additional training fees. You will be responsible for all incidental expenses you and your employees incur 
during training. In addition, you must at our request pay fees for learning, communication and internet 
portals as they are developed. 

If you are signing the Franchise Agreement in connection with the renewal or extension of a prior 
franchise agreement with us, you will also sign a Renewal Addendum that alters some of our initial 
obligations to you and will set forth the types and amounts of training, if any, that we will provide to you.  

Manuals 

We will lend you or make available to you on the FARMER BOYS® Learning Management System 
(LMS) Manuals containing explicit instructions for use of the Marks, specifications for goods that will be 
used in or sold by the Restaurant, some sample business forms, information on marketing, management, 
and administrative methods developed by us for use in the Restaurant, names of approved suppliers, and 
other information that we believe may be necessary or helpful to you in your operation of the Restaurant 
unless you are signing the Franchise Agreement in connection with the renewal of a prior franchise 
agreement with us, in which case you already have a copy of our Manuals. We may revise the Manuals 
periodically to conform to the changing needs of the Farmer Boys® System and will distribute updated 
pages containing these revisions to you, or, if the Manual has been placed on the FARMER BOYS® LMS, 
will post revised pages there. Any paper copy of the Manual must be kept in a secure place in the 
Restaurant. The Table of Contents of our current Manuals is attached as Exhibit H. 

Farmburgerology Learning and Communication Portal (LMS) 

Farmburgerology Learning and Communication Portal (LMS) is a required part of our operating 
system. Monthly fees must be paid per restaurant by Franchisee through ACH (Automated Clearing House). 

Selection and Installation of Electronic Cash Register and Computer 

You must obtain, install and use the computer system with minimum software and hardware 
configuration that we require or approve in writing. You must obtain the Maitre’ D POS system (or any new 
POS system we might designate in the future). The POS system is used for recording sales and other 
recordkeeping and central functions. You must connect the POS System to a modem or other 
communications medium capable of accessing the Internet. You must allow us (or our designee) to access 
your POS System and your files via any means, including electronic polling communications. You may be 
required to purchase additional equipment that enables you to sell and redeem gift cards or other stored 
value cards, credit and debit cards from vendors we approve. The approximate initial cost to purchase the 
computer hardware and software is between $28,000 and $41,000, and you must pay an annual 
maintenance fee of $500 (or the then-prevailing rate) to Maitre' D as well as pay a monthly subscription fee 
of $150 (or the then-prevailing rate) to Restaurant Magic, the back of house management system provider. 
We may change POS companies, although you will not be required to change if your system is less than 5 
years old. 

We have the right from time to time, and at any time, to retrieve, poll and use for any purpose all 
data and information from your computer and POS systems as we, in our sole discretion, deem necessary 
or desirable, with the costs of such retrieval to be borne by us. There are no contractual limitations on our 
right to access the information and data. To ensure full operational efficiency and optimum communication 
capability between computer systems installed by you, us and other franchisees, you must, at your own 
expense, keep the computer system in good maintenance and repair, and promptly install such upgrades, 
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additions, changes, modifications, substitutions and/or replacements to the computer hardware, software, 
networking/connectivity devices and configurations, telephone and power lines, and other computer related 
facilities as we may direct. (Franchise Agreement §5.5). This will occur no more often than once every five 
years. All POS, credit card processing and back office systems must meet the then current PCI compliance 
standards at the expense of the Franchisee. We cannot estimate the cost of maintaining, updating or 
upgrading the computer system or its components because it will depend on your repair history, local costs 
of computer maintenance services in your area and technological advances which we cannot predict at this 
time. 

You will use the POS System to collect sales information by major product and time of day. 
Secondarily, you may use it for payroll and inventory functions. Although, under the Franchise Agreement, 
we have an independent right to access your cash register data (Franchise Agreement §7.3.1), access will 
require your cooperation. 

We have established an LMS system at http://www.farmerburgerology.com. You must purchase a 
computer system, peripherals and software that will support your use of the LMS. Most commonly used 
browsers will work. You must maintain broadband (cable or DSL) internet access and wi-fi access in the 
dining room and office. 

Opening Assistance 

For your first Restaurant (except if you participate in the Low Investment Program), at no additional 
charge, we will place an experienced manager in your restaurant for between two weeks to one month 
beginning around opening. The manager will further train you and your employees and help you with the 
operational and administrative issues confronting you as a new business owner (Franchise Agreement 
§6.2). 

Post-opening Services 

Consultation 

We, for no additional charge, will use our best efforts to make our personnel available to you for 
consultation throughout the term of the franchise in a timely manner. We will provide you with information 
on training employees, offer guidance on pricing strategies, and advise you of improvements and 
developments in the fast-casual restaurant business. This will primarily occur through regular interactions 
with one of our franchise business consultants. In addition, we may research and develop new food items 
for addition to your menu (Franchise Agreement §§6.3.3 and 7.8.4).

Approved Suppliers 

We will provide you, in the Manual or otherwise in writing, a list of names and addresses of 
approved suppliers for specified goods and services that you will use or sell in your Restaurant. In approving 
a particular supplier, we expressly disclaim any warranties or representations as to the condition of the 
goods or services sold by these suppliers, including express or implied warranties as to merchantability or 
fitness for any intended purpose. You agree to look solely to the manufacturer of goods or the supplier of 
services for the remedy for any defect in the goods or services (Franchise Agreement §9.1). 

Proprietary Products Availability 

We will use our best efforts to ensure that we, our Affiliate, or a designated supplier will at all times 
have a supply of Proprietary Products for sale to you (Franchise Agreement §9.2). 

Marketing Services 
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We have a marketing program which is implemented by an advertising agency or Farmer Boys’ 
Marketing and Advertising Department. It produces point-of-sale, outdoor, radio, and newspaper and other 
print materials as well as broadcast-ready commercials. We also plan advertising campaigns and buy media 
space and time. In addition, we will provide Marketing materials for you to place in appropriate regional and 
local media. There is a franchisee advisory council to advise us on Marketing. Its recommendations are 
non- binding. Current members of the Advisory Council may recommend additional or replacement 
members to the Advisory Council, however, we have sole discretion to select the members of the Advisory 
Council. We may form, change or dissolve the Advisory Council, or establish a marketing subcommittee of 
the Advisory Council at any time in our sole discretion. 

With our prior written approval, you may also use advertising materials that you prepare. You agree 
to submit to us copies of all advertising materials that you propose to use at least two weeks before the 
proof deadline. We will review the materials within a reasonable time and will promptly notify you whether 
we approve or reject them. We may not withhold our approval unreasonably (Franchise Agreement §8.1). 

You must spend at least one percent of your Adjusted Gross Revenue on local advertising 
(Franchise Agreement §8.2.1). 

We will administer the marketing fund that will pay for the marketing programs (Franchise 
Agreement §8.3). New franchisees and new company-owned and affiliate-owned Restaurants will 
contribute three percent of their Adjusted Gross Revenue to the marketing fund. That percentage may be 
raised up to five percent over the term of your franchise agreement.  However, it cannot be raised by more 
than one percentage point in any fiscal year.  If the Marketing Fund Contribution is changed during the 
course of your agreement, you will be required to pay the increased percent of your Adjusted Gross 
Revenue.  Some Restaurants that opened in prior years pay two percent. The 11 restaurants operated by 
Andrew’s Sons contribute substantially, but not on a proportional basis with franchisee-owned Restaurants. 
As of January 29, 2023, 8 of Andrew’s Sons legacy operated locations are contributing about $11,200 per 
month to the marketing fund. All other FBF Affiliate Operated Restaurants contribute to the Marketing Fund 
at the same percentage rate that franchisees were required to pay under our then-current Franchise 
Agreement at the time when each FBF Affiliated Operated restaurant opened to the public. This may be 
different from the form of Franchise Agreement attached to this Franchise Disclosure Document.  

The marketing program is regional in scope at the present time, but it may broaden its scope to 
national marketing as we expand. 

We will prepare an annual accounting for the Fund. The report will not be audited. Most of the 
money in the marketing fund will be spent during the year in which it is contributed. Any unspent money will 
be retained in the account for use during the following year. 

During the most recent fiscal year, ended January 29, 2023, 58% of the Fund’s money was spent 
on media and local store marketing, 16% on production of advertising materials, 13% on public relations, 
research, ad agency and consulting, and 13% on salaries and administration. Neither we nor Andrew’s 
Sons receives payment for providing goods to the marketing fund, but the Fund may be used to compensate 
us for an allocable portion of the salaries of marketing, accounting and other personnel who perform 
functions in support of the Fund personnel (Franchise Agreement § 5.6.1). Cooperative advertising 
payments from vendors will be added to the Fund or used in another manner that benefits all members of 
the FARMER BOYS® System. 

There is no requirement that we spend a specified amount of marketing fund money on advertising 
in your geographic area. We will not use money from the marketing fund to promote the sale of future 
franchises. 
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ITEM 12. 
TERRITORY 

Franchise Agreement 

Under the Franchise Agreement, we grant you a franchise to operate a Restaurant at an Approved 
Location within a Territory with a one-mile radius. No one else’s FARMER BOYS® Restaurant will be 
authorized to open within your Territory, but your Territory may overlap someone else’s territory. You may 
not relocate your Restaurant without our express written consent, which will not be unreasonably withheld. 
An exception to the exclusive rights described in the previous paragraph is that we retain certain “reserved 
rights” including: (a) the right to locate or relocate any company-owned or franchised Restaurant to any 
airport, municipal facility, public transportation facility, stadium, major, regional or enclosed mall, theme or 
amusement park, county or state fair, special event location, mobile unit, kiosk, or college or other institution 
of higher education or other non- traditional venue regardless of their location within the Territory; and (b) 
the right to produce, license, distribute and market FARMER BOYS® Brand Products, including pre-
packaged food items, dressings and other food and beverage products; books; clothing; souvenirs and 
novelty items; through any outlet and channel of commerce (regardless of its proximity to the Restaurant 
opened pursuant hereto), including grocery stores, supermarkets and convenience stores and through any 
distribution channel, at wholesale or retail, including by means of the Internet or Internet web site, mail order 
catalogs, direct mail advertising, delivery, Catering and other distribution methods; and to advertise and 
promote the System through any means, including the Internet. “Catering” includes (i) the preparation, 
provision and service and management of service of food and beverages to guests, invitees and other third 
parties on behalf of a client of the provider, whether on premises owned, leased, managed, licensed, hired 
or operated by such client, or for a venue-based catering facility not constituting a Restaurant by the 
provider including a private, cultural, entertainment, healthcare, sports, convention or educational facility, 
or as part of a special event such as a sporting, cultural, charitable or political event; and (ii) contract 
catering services, namely the preparation, provision and service or management of service of food and 
beverages (including sales, marketing and promotional practices related thereto) to employees, customers, 
vendors, guests and invitees (but not the general public) on behalf of a client or to a client directly on an 
ongoing basis over a period of time pursuant to a contract with such client. 

All rights not expressly granted in the Franchise Agreement, including the right to sell Proprietary 
Products through any means of distribution not specifically prohibited by another provision of the Franchise 
Agreement, including via the internet, grocery and retail stores, catering sales, wholesale sales and other 
alternative methods of distribution. You will not receive an exclusive territory. You may face competition 
from other franchisees or franchisor-owned outlets, or from other channels of distribution or competitive 
brands that we control. 

You may operate your Restaurant only at the Approved Location, and you are restricted from 
accepting orders from outside your Restaurant and Territory, in that the Franchise Agreement does not 
allow you to solicit or accept orders through an Internet site except as permitted under our express written 
policies and procedures, and you may not provide delivery services or catering services (directly or through 
any third party, including Uber Eats, Postmates, EZCater, GrubHub and DoorDash) without first obtaining 
our prior written consent, which we may grant or deny in our sole discretion, and which if granted, may be 
subject to any conditions and restrictions we may impose, including your strict adherence to our System 
Standards and restrictions regarding the types of products and services you may offer and the geographic 
area in which you may provide such delivery and/or catering services. 

The continuation of your rights within the Territory does not depend on achievement of a certain 
sales volume, market penetration, or other conditions. Your Territory may not be modified except by written 
agreement signed by both you and us. You will have no option, or rights of first refusal, to acquire additional 
franchises.  However, if you participate in the Low Investment Program and you are not in default at the 
expiration of the term, we will offer you a new franchise at the expiration of the term of the franchise 
agreement you initially sign in connection with the Low Investment Program. 
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Area Development Agreement 

Under the Area Development Agreement, we grant to you and you accept the right, during the term 
of the Area Development Agreement, to develop Restaurants in a specified Development Area, within a 
specified period of time.  The Development Area may be one city, one or more counties, or some other 
defined area, and may be non-exclusive or in our sole discretion may grant certain territorial protection 
(which will in any event be subject throughout the Development Area to the same Reserved Rights 
described above for the Franchise Agreement Territory).  You will sign an Area Development Agreement 
(Exhibit D), which will describe your Development Area, your development schedule and obligations, and 
your territorial protection, if applicable.  For each Restaurant you open pursuant to the Area Development 
Agreement, promptly after our acceptance of the location for the Restaurant, you will sign a separate 
Franchise Agreement on our then-current form, which may contain materially different terms from the form 
attached to this Franchise Disclosure Document, and pay our then-current initial franchise fee. You will not 
receive an exclusive Development Area.  You may face competition from other franchisees or franchisor- 
owned outlets, or from other channels of distribution or competitive brands that we control. 

If you fail to meet your Development Schedule, we may terminate the Area Development 
Agreement. In this case, if your Franchise Agreements are still in effect, you may continue to operate your 
franchised Restaurants within your former Development Area. 

Any modifications to your Development Area may only be administered through mutual written 
consent. We reserve the right to deny modifications at our sole discretion. 

ITEM 13. 
TRADEMARKS 

The registrations listed below have been assigned to our affiliate, H Spirit, LLC, who has entered 
into a license agreement dated February 1, 2020 which allows us to use and sublicense the use of those 
trademarks. These licenses will continue until terminated and upon termination, the licensors will honor (or 
assume at licensors’ option) each of your franchise agreement if it is in good standing, through the reminder 
of the current and all renewal and successor terms. 

We grant you the right to operate the Restaurant under the name FARMER BOYS®. You may also 
use the current or future trademarks to operate your Restaurant. By principal trademark, we mean primary 
trademarks, service marks, names, logos, and commercial symbols used to identify your Restaurant. The 
following principal trademarks are registered on the Principal Register of the U.S. Patent and Trademark 
Office: 

MARK REGISTRATION NUMBER REGISTRATION DATE 

6073441 June 9, 2020 
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MARK REGISTRATION NUMBER REGISTRATION DATE 

6073440 June 9, 2020 

6073439 June 9, 2020 

FARMER BOYS 
2,546,629 March 12, 2002 

Renewed March 12, 2022 

FARMER’S BURGER 1,720,523 September 29, 1992 
Renewed September 29, 2022 

1,686,851 May 12, 1992 
Renewed May 12, 2022 

All required affidavits of use have been filed. None of these principal trademarks is subject to any 
pending material federal or state court litigation. No agreements limit our rights to use or sublicense the use 
of our trademarks or trade name. 

As of the date of this disclosure document, there are no currently effective material determinations 
of the United States Patent and Trademark Office, the Trademark Trial and Appeal Board, or any state 
trademark administrator or court; or any pending infringement, opposition, or cancellation proceeding, or 
any pending material federal or state court litigation involving the trademarks, except as described in the 
following sentence. 

We are not aware of any superior prior rights or infringing uses that could materially affect your use 
of the Marks. 

You must follow our rules when you use these principal trademarks. You may not use the Farmer 
Boys® Marks in connection with the sale of any unauthorized product or service in a manner not authorized 
in writing by us. You may not use any other trade name or marks in connection with the operation of your 
Restaurant. 
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Under the Franchise Agreement, you agree to notify us immediately in writing if you become aware 
of any unauthorized use of our Trade Name, Marks, or the Farmer Boys® System. You must promptly notify 
us in writing of any claim, demand, or suit against you or against your principals for your use of the Trade 
Name, Marks, or the Farmer Boys® System. We will indemnify and hold you harmless from all direct 
expenses and liabilities arising from or in any way connected to any third party claim that your operation of 
a Restaurant infringes our intellectual property rights or misappropriates our trade secrets. If you are made 
a party to a legal proceeding in connection with a claim of this type, we will hire counsel to protect our 
interests and will defend you at our own expense. You will be bound by any settlement negotiated by us 
but, we will reimburse you for your direct cost of compliance with the settlement agreement. 

We have invested a great deal of time, energy, and money in the promotion and protection of our 
Trade Name and other Marks. We do not intend to change them. However, rights in intangible property 
such as the Trade Name and Marks are often difficult to establish and defend and changes in the cultural 
and economic environment within which the Farmer Boys® System operates or third party challenges to 
our rights in the Marks may make it desirable or necessary to change the Trade Name and Marks. We 
therefore have the right to change our Trade Name and Marks and the specifications for each when we 
believe that the changes will benefit the Farmer Boys® System. You must promptly conform, at your own 
expense, to any such changes. 

ITEM 14. 
PATENTS, COPYRIGHTS, AND PROPRIETARY INFORMATION

We have not registered any patents or copyrights. We claim common-law copyrights for our 
Manuals and Confidential Materials and Practices (defined below). 

As a franchisee, you may use our Manuals, recipes and other proprietary information for the sole 
purpose of operating your Farmer Boys franchise restaurant. Although we have not filed an application for 
copyright for the Manuals, we claim common law copyrights in the Manuals and the information contained 
in the Manuals is proprietary. All Intellectual Property rights in and to the recipes and the methods and 
specifications for preparation of such menu items shall belong to us. 

You may not copy, divulge or use any confidential information, which may include our Policies and 
the contents of our Manuals, recipes, menus, marketing concepts, and operating methods and techniques 
(the “Confidential Materials and Practices”) during or after the term of your Franchise Agreement, except in 
connection with the operation of your Restaurant pursuant to a valid Franchise Agreement. You must follow 
all reasonable procedures we prescribe to prevent unauthorized use and disclosure of our Confidential 
Materials and Practices. You must inform your employees to whom the information, or any of it, is made 
available of this obligation of confidence. Related Parties must sign noncompetition and confidentiality 
agreements. 

There are no infringing uses actually known to us that could materially affect your use of the 
copyrights, trade secrets, processes, methods, procedures, or other proprietary information described 
above. There are no agreements currently in effect that limit our rights to use or license the above-
mentioned copyrights in any manner. 

ITEM 15. 
OBLIGATION TO PARTICIPATE IN THE ACTUAL OPERATION OF THE FRANCHISED BUSINESS 

You must personally supervise your Restaurant devoting your full time and best efforts. In our sole 
discretion, we may approve your Designated Manager to serve as general manager of your Restaurant. 
We recommend and may require that your Designated Manager have an equity interest in the Restaurant. 
Your original Designated Manager and any successor managers must complete the initial training program 
to our satisfaction. All general managers must be certified by us before being placed in the Designated 
Manager position, which may require testing or supplemental training. 
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Once you have opened and are operating your sixth (6th) Farmer Boys® restaurant, you will be 
required to hire a multi-unit supervisor who will serve as a Multi-Unit Manager, overseeing the operations 
of all six (6) of your Farmer Boys® restaurants. Anyone serving in the capacity of a Multi-Unit Manager 
must complete the training program we require to our satisfaction and be certified by us, which may mean 
testing or supplemental training. Your Designated Manager and Multi Unit Manager must sign the 
Nondisclosure and Noncompetition Agreement attached to the Franchise Agreement. 

If we determine that a Designated Manager or Multi Unit Manager is not managing your Farmer 
Boys® Restaurant(s) in accordance with our standards of operation, we will advise you and you must 
immediately take corrective action. Failure to comply with this provision may lead to default and eventual 
termination of your franchise rights. 

Each individual who owns a 10% or greater interest in the franchisee entity must sign an agreement 
(Exhibit H to the Franchise Agreement – Guaranty) assuming and agreeing to discharge all obligations of 
the “Franchisee” under the Franchise Agreement. 

ITEM 16. 
RESTRICTIONS ON WHAT YOU MAY SELL 

You must offer and sell all the products and services and only the products and services that we 
have authorized you to provide. If you would like to use or sell any product which is sold by a supplier not 
previously designated or approved by us, you must advise us of this fact and, upon our request, give us 
product specifications, sample products, and/or information about the supplier. We will promptly 
communicate to you either our approval or our reasons for withholding our approval. Silence may not be 
construed as consent. As a condition of approving a supplier, we will require you to reimburse us for any 
expenses reasonably incurred by us in inspecting the supplier’s premises, checking the supplier’s 
credentials, or testing the product. As a condition of approving a supplier of any product that bears the 
Trade Name or Marks, we may require that the supplier sign a License Agreement on a form we prescribe. 

You must operate the Restaurant in total compliance with the standards and specifications stated 
in the Manual. We may make changes in these standards and specifications, when, in our reasonable 
discretion, change is needed for the continued success and development of the Farmer Boys® System. 
The changes may necessitate the purchase of equipment, supplies, furnishings or other goods, completion 
of additional training by your employees, or other cost to you. You must promptly conform to the modified 
standards and specifications at your own expense. 

There is no restriction as to whom you may sell goods or services. 

ITEM 17. 
RENEWAL, TERMINATION, TRANSFER, AND DISPUTE RESOLUTION THE FRANCHISE 

RELATIONSHIP 

This table lists certain important provisions of the franchise agreement and related agreements. 
You should read these provisions in the agreements attached to this disclosure document. 

FRANCHISE AGREEMENT 

PROVISION SECTION IN 
FRANCHISE 
AGREEMENT 

SUMMARY 

a. Length of the Franchise Term FA:  §3.1 FA:  Term is 20 years for a new franchise, 10 
years for a renewing franchisee (subject to any 
contrary provisions in the expiring franchise 
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PROVISION SECTION IN 
FRANCHISE 
AGREEMENT 

SUMMARY 

Low Investment 
Addendum:  §1 

Equipment Lease: 
§III 

agreement), or, in the case of a transfer, a term 
equal to the then remaining balance of the term 
of the selling franchisee’s existing franchise 
agreement. 

Low Investment Addendum:  2 years 

Equipment Lease:  Equal to low investment 
addendum 

b. Renewal or extension of the 
term 

FA:  §3.2 

Low Investment 
Addendum:  §2 

FA:  If you meet conditions, you can renew 
twice for 10-year terms, except if you are 
signing the Franchise Agreement in connection 
with the renewal of a prior franchise agreement 
with us, which provides no further renewal 
rights to the franchisee. 

Low Investment Addendum:  None 

c. Requirements for you to 
renew or extend 

§§3.2-3.4 You must have complied with your obligations 
during the term of your Franchise Agreement, 
(including business changes/updates that are 
part of the Manual), remodel to our then-current 
standards, not have committed 3 or more 
material defaults of your Franchise Agreement 
during any 36-month period, comply with our 
then-current training requirements, sign a 
general release and successor franchise 
agreement, which may differ from the current 
form of franchise agreement, pay renewal fee, 
and execute and return a sublease or 
amendment to sublease, if applicable. 

If you sign a Renewal Addendum, you must 
also pay a renewal fee, currently set at 25% of 
the then-current initial fee (presently $11,250). 

d. Termination by you FA:  §14.8 

Low investment 
Addendum:  §6 

FA:  You may terminate if we materially default, 
and if we do not cure the default within 60 days 
after our receipt or written notice from you 
detailing the alleged default. 

Low Investment Addendum:  You may 
terminate the franchise agreement on 30 days 
prior written notice. 

e. Termination by us without 
cause 

None N/A 
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PROVISION SECTION IN 
FRANCHISE 
AGREEMENT 

SUMMARY 

f. Termination by us with cause FA:  §§14.1 – 14.7 

Equipment Lease:  
§VIII 

FA:  We can terminate only if you default under 
your Franchise Agreement. 

Equipment Lease:  We can terminate if you 
default. 

g. “Cause” defined – curable 
defaults 

FA:  §14.4 

Equipment Lease:  
§VIII 

FA:  You have 5 days to cure non-payment of 
fees and 10 days to cure defaults not listed in 
Section 14.2 or 14.3 of your Franchise 
Agreement. 

Equipment Lease:  None 

h. “Cause” defined-non- curable 
defaults 

FA:  §§14.2 and 
14.3 

Equipment Lease:  
§VIII 

FA:  Non curable defaults: 14.2: 

(i) bankruptcy or insolvency; (ii) unsatisfied 
judgment; (iii) seizure, take- over or foreclosed 
upon (iv) a levy of execution of attachment; (v) 
unreleased mechanics lien or action to 
foreclose; (vi) if you allow any judgment to be 
entered against us or our affiliates, relating to 
your Licensed Restaurant; (vii) condemnation; 
(viii) imminent danger to the public health and 
safety; (ix) felony or any other crime or offense; 
(x) breach of confidentiality or non-competition 
provisions; (xi) abandonment; (xii) Assignment 
without our consent; (xiii) repeated defaults, 
even if cured; (xiv) violation of law not cured 
within 10 days; (xv) sale of unauthorized 
products; (xvi) knowingly maintaining false 
books, or certain underreporting or under-
recording; (xvii) trademark misuse; (xviii) 
misrepresentations in acquiring the franchise; 
(xix) failing to complete training; and (xx) failing 
to meet Financial Covenants. 

14.3 1: if you (a) abandon the Restaurant; 
(b) purport to make any Assignment without our 
prior written consent; (c). default in any 
obligation as to which you previously received 
2 or more written notices of default within the 
preceding 12 months; (d) fail for 10 days after 
received notice of noncompliance from us or 
any governmental or quasi-governmental 
agency or authority, to comply with any federal, 
state or local law or regulation applicable to the 
operation of your Restaurant; (e) continue to 
sell or again sell any unauthorized products to 
the public after previous written notice of the 
sale of unauthorized products; (f) you are 
shown by an audit or investigation to have 
knowingly maintained false books or records, 



36 

570776022.60 

PROVISION SECTION IN 
FRANCHISE 
AGREEMENT 

SUMMARY 

submitted false reports, or understated or failed 
to report Adjusted Gross Revenue, or on 3 or 
more occasions in any 36 month period, 
underreport or under record by 2% or more, or 
on any single occasion by 5% or more; 
(g) materially misuse or make unauthorized 
use, or otherwise materially impair the goodwill 
associated with the Marks or our rights in the 
Marks, or take any action reflecting materially 
and unfavorably on the operation and 
reputation of your Restaurant, the System, or 
the “FARMER BOYS®” brand generally; or 
make unauthorized use, disclosure, or 
duplication of our “Trade Secrets”, including 
acts of your employees or others if Franchisee 
fail to exercise best efforts to prevent the same; 
(h) make any material misrepresentations in 
acquiring your franchise; (i) your conduct your 
Restaurant in a way which poses imminent 
danger to the public health; or (j) or your 
Operating Principal or Designated Manager 
fails to complete the Initial Training Program to 
our satisfaction before you open your 
Restaurant. 

Equipment Lease:  your payment defaults; 
breach of lease; bankruptcy or insolvency; or 
appointment of a receiver; or cessation of 
business. 

i. Your obligation on 
termination/nonrenewal 

FA:  Article 15 

Low Investment 
Addendum:  §6 

FA:  You must stop using our Marks; pay all 
amounts due to us; return the Manuals, training 
and promotional material to us; promptly de-
identify your Restaurant; at our election, sell 
equipment and furnishings that we designate to 
us, assign to us (or, at our election, terminate) 
all voice and data telephone numbers and 
listings used in connection with your 
Restaurant; return all POS registers and related 
equipment; sign and deliver to us all documents 
that must be filed with any governmental 
agency indicating that you are no longer 
licensed to use our Marks. See also “r” below. 

Low Investment Addendum:  We or our affiliate 
shall have a right to purchase from you, free 
and clear of all liens, claims and 
encumbrances, any and all usable furniture, 
fixtures and equipment owned by you and used 
in the Restaurant at a price equal to the fair 
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PROVISION SECTION IN 
FRANCHISE 
AGREEMENT 

SUMMARY 

market value thereof (not to exceed the price 
paid by you for such furniture, fixtures and 
equipment).   

j. Assignment of contract by us §13.1 No restriction on our right to assign. 

k. “Transfer” by you – defined FA:  §13.2.1 

Equipment Lease:  
§VII 

FA:  Includes transfer of the agreement or 
change in ownership or control of a franchisee 
which is an entity. 

Equipment Lease: Includes all assignments, 
pledges, loans, mortgages, subleases and the 
like. 

l. Our approval of your transfer FA:  §13.2 

Low Investment 
Addendum:  §8 

Equipment Lease:  
§VII 

FA:  Transfers require our express written 
consent. 

Low Investment Addendum:  You may not 
transfer the Addendum. 

Equipment Lease:  Transfers require our 
consent. 

m. Conditions for our approval or 
transfer 

§§13.2-13.4 New franchisee: must qualify, assume the 
Franchise Agreement or sign a new Franchise 
Agreement, pay a $6,000 administrative/transfer
fee, complete training and refurbish the 
Restaurant. The Franchisee will pay 50% of the 
then-current initial franchise fee unless 
transferee is existing franchisee, in which case 
fee is 25% of the then-current initial franchise 
fee. 

You must provide us with an estoppel, pay all 
amounts then-due to us, sign a general release, 
provide us with all documents and material 
information that we request regarding the 
transferee, the purchase price, and the terms of 
the transfer, and you must not be in default of 
the Franchise Agreement. (See also “n” and “r” 
below). 

If the Franchise Agreement was signed 
pursuant to an Area Development Agreement, 
all related Franchise Agreements must be 
assigned to the same assignee. 

With our written consent, you may transfer a 
franchise agreement to an entity of which you 
directly own 100% interest for convenience of 
ownership, provided the entity may not be a 
trust. All holders of a 10% or greater interest 
must sign a guaranty. You must reimburse us 
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FRANCHISE 
AGREEMENT 

SUMMARY 

for all costs and expenses that we incur in 
connection with such a transfer, including 
attorneys’ fees. 

Before you may offer any shares in your 
company by a private offering, you must 
provide us with copies of all offering materials; 
indemnify us and any related persons in 
connection with the offering; and pay us a non- 
refundable review fee of $10,000 (or our actual 
costs if greater) as well as a transfer fee, if 
applicable. 

n. Our right of first refusal to 
acquire your business 

§13.2.3I We can match any offer for your business 

o. Our option to purchase your 
business 

FA:  §§5.3.5 

Low Investment 
Addendum:  §6 

If you or your Affiliate owns or purchases the 
land, building or premises for your Restaurant, 
you will grant us an option to purchase the 
property upon termination or expiration of the 
Franchise Agreement at its appraised “Fair 
Market Value” (i.e., as determined solely by 
reference to your Restaurant without attributing 
any value to (a) any goodwill or other value 
attributable to the FARMER BOYS® System or 
the Marks other than the right to utilize the 
FARMER BOYS® System and Marks during 
the remaining term of the Franchise 
Agreement; (b) any rights or efficiencies you 
may enjoy because you (or any affiliate) may 
operate more than one FARMER BOYS® 
Restaurant; or (c) any “highest and best use” 
value of the property if it were used for 
purposes other than as a restaurant. An 
appraiser may use a bona fide third-party offer 
to purchase the Assets in its determination of 
Fair Market Value if and only if you delivered 
such third-party offer to us before exercising the 
purchase option. 

Low Investment Addendum:  We or our affiliate 
shall have a right to purchase from you, free 
and clear of all liens, claims and 
encumbrances, any and all usable furniture, 
fixtures and equipment owned by you and used 
in the Restaurant at a price equal to the fair 
market value thereof (not to exceed the price 
paid by you for such furniture, fixtures and 
equipment).   
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p. Your death or disability §14.3.2 Your heirs have 9 months after your death or 
legal incapacity to enter into a new franchise 
agreement, if the heirs meet our standards and 
qualifications. If they do not meet our standards 
and qualifications, they may sell to a person 
approved by us. See “m” above. 

q. Noncompetition covenants 
during term of franchise 

§12.1, Exhibit E Unless we otherwise consent, you can not 
engage in “Competitive Activities”(i.e., owning, 
operating, lending to, advising, being employed 
by, or having any financial interest in (i) any 
Restaurant that offers or sells burgers or 
breakfast; (ii) any family dining restaurant, 
except any “grandfathered” restaurant(s) 
identified on Exhibit G to the Franchise 
Agreement. “Competitive Activities” exclude 
investment in an Entity traded on any national 
securities exchange if your owners are not 
controlling persons of such Entity and (ii) if the 
investment does not, directly or indirectly, 
exceed 5% of any class of securities of such 
Entity. 

r. Noncompetition covenants 
after franchise is terminated 
or expires 

§12.1.2, Exhibit E No involvement in competing business for 24 
months within 3 miles of any Restaurant. 

s. Modification of the agreement §19.8 The Franchise Agreement may be modified 
only by written agreement between the parties. 

t. Integration/merger clause §19.8 All agreements between the parties are in the 
Franchise Agreement and its exhibits. Nothing 
in the Franchise Agreement or in any related 
agreement is intended to disclaim the 
representations made in this franchise 
disclosure document.  Only the terms of the 
franchise agreement are binding (subject to 
state law). Any representations or promises 
outside of the disclosure document and 
franchise agreement may not be enforceable. 

u. Dispute resolution by 
arbitration or mediation 

Article 18 Except for certain claims, all disputes are 
subject to binding mediation and arbitration in 
Riverside, California, following preliminary 
negotiation procedures. 

v. Choice of forum Article 18 Mediation and arbitration in Riverside, 
California. 
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w. Choice of law §19.7 California law applies, except for the provisions 
respecting non-competition, which are 
governed by local law of your location. 

AREA DEVELOPMENT AGREEMENT 

PROVISION SECTION IN AREA 
DEVELOPMENT 

AGREEMENT 

SUMMARY 

a. Length of the term §4.1, Exhibit B Typically, 5 years or until you sign a Franchise 
Agreement for your last Restaurant necessary 
to satisfy your Development Obligation, 
whichever is earlier. 

b. Renewal or extension of the 
term 

§§2.4, 4.2 You do not have the right to renew your Area 
Development Agreement. However, if we 
determine that further development of your 
Development Area is desirable, and you are 
not in default, we may offer you the opportunity 
to develop additional Restaurants. Unless we 
consent, you may not open more than the total 
number of Restaurants comprising your 
Development Obligation. 

c. Requirements for you to 
renew or extend 

§§4.3, 4.4 You must sign a new Area Development 
Agreement on our then current form, which will 
contain your additional development 
obligation. 

You and your affiliates who have a currently 
existing franchise agreement or area 
development agreement with us must sign a 
general release. 

d. Termination by you N/A None 

e. Termination by us without 
cause 

N/A None 

f. Termination by us with cause §9.1 We can terminate if you or any of your affiliates 
materially default under the Area Development 
Agreement, an individual Franchise 
Agreement, or any other agreement with us or 
any of our affiliates. 
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g. “Cause” defined – curable 
defaults 

§9.1 You have 5 days to cure non-payment of fees 
and 10 days to cure any other default (except 
certain non-curable defaults – see “h”), 
provided that a breach in the performance of 
your franchise or other agreement will be 
controlled by the notice and cure provisions of 
such agreement. 

h. “Cause” defined – non- 
curable defaults 

§ 9.1 Non curable defaults include: unapproved 
transfers; failure to meet your development 
obligations, any breach of unfair competition 
provisions, and failure to meet Financial 
Covenants. 

i. Your obligation on 
termination/nonrenewal 

§4.5 You will have no further right to develop or 
operate additional Restaurants. You may 
continue to own and operate all Restaurants 
pursuant to the then existing Franchise 
Agreements. 

j. Assignment of contract by us § 7.1 No restriction on our right to assign. 

k. “Transfer” by you – defined § 7.3 Includes transfer of the agreement or change 
in ownership of a franchisee which is an entity. 

l. Our approval of your transfer § 7.3 Transfers require our express written consent, 
in our sole discretion. 

m. Conditions for our approval or 
transfer 

§§ 7.2, 7.3 You may transfer/assign only with our written 
consent, and you must pay a $6,000 
administrative/transfer fee, and make a 
simultaneous assignment of the Area 
Development Agreement and all Franchise 
Agreements signed pursuant to the Area 
Development Agreement to the same 
assignee.  

With our written consent, you may transfer a 
franchise agreement to a 100% owned entity 
for convenience of ownership, provided the 
entity may not be a trust. All holders of a 10% 
or greater interest in the new franchisee must 
sign a guaranty. You must reimburse us for all 
costs and expenses that we incur in connection 
with such a transfer, including attorneys’ fees. 

At our election, the assignee must sign our 
then current form of Franchise Agreement for 
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each Restaurant then developed or under 
development. 

Before you may offer shares in your company 
by a private offering, you must provide us with 
copies of all offering materials; indemnify us 
(and our related parties) and pay us a non- 
refundable review fee of $10,000 (or our actual 
costs, if greater), in addition to a transfer fee, if 
applicable. 

n. Our right of first refusal to 
acquire your business 

§7.3 We can match any offer for your business. 

o. Our option to purchase your 
business 

N/A 

p. Your death or disability §§7.3, 9.1 Your heirs have 60 days after your death or 
legal incapacity to qualify as a franchisee or 
assign the Area Development Agreement to a 
person acceptable to us. See also “m” above. 

q. Noncompetition covenants 
during term of franchise 

§8.1 Unless we otherwise consent, you can not 
engage in “Competitive Activities” (i.e., owning, 
operating, lending to, advising, being 
employed by, or having any financial interest in 
(i) any Restaurant that offers or sells burgers 
or breakfast; (ii) any family dining restaurant, 
except any mutually agreeable “grandfathered” 
restaurant(s) identified on Exhibit G to the 
Franchise Agreement. “Competitive Activities” 
excludes investment in an Entity traded on any 
national securities exchange if your owners are 
not controlling persons of such Entity and (iii) if 
the investment does not, directly or indirectly, 
exceed 5% of any class of securities of such 
Entity. 

r. Noncompetition covenants 
after franchise is terminated 
or expires 

§8.2 No involvement in Competitive Activities for 24 
months within development area without our 
consent. 

s. Modification of the agreement §8.3 Modification only by written agreement of 
parties. 

t. Integration/merger clause §10.9 All agreements between the parties are in the 
Area Development Agreement and its exhibits. 
Nothing in the Area Development Agreement 
or in any related agreement is intended to 
disclaim the representations made in this 
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franchise disclosure document. Only the terms 
of the area development agreement are 
binding (subject to state law). Any 
representations or promises outside of the 
disclosure document and area development 
agreement may not be enforceable 

u. Dispute resolution by 
arbitration or mediation 

§10.17 Except for certain claims, all disputes are 
subject to binding mediation and arbitration in 
Riverside, California, following preliminary 
negotiation procedures. 

v. Choice of forum Article 18 Mediation and arbitration in Riverside, 
California. 

w. Choice of law §10.8 California law applies, except for the provisions 
respecting non-competition, which are 
governed by local law of your location. 

G2 PROGRAM: ASSIGNMENT AND ASSUMPTION OF FRANCHISE AGREEMENT 

PROVISION SECTION IN 
ASSIGNMENT AND 

ASSUMPTION 
AGREEMENT 

SUMMARY 

a. Length of the term N/A 

b. Renewal or extension of the 
term 

N/A 

c. Requirements for you to 
renew or extend 

N/A 

d. Termination by you § 8 Starting 18 months after the effective date of the 
assignment, you my assign the franchise 
agreement back to the assignor in consideration 
for a reimbursement of the purchase price 
(calculated with respect to the profit and loss 
statement in a manner similar to the purchase 
price paid) 

e. Termination by us without 
cause 

§ 9 If you default during the first 5 years following 
the effective date of the assignment, the 
assignor may require an assignment back of the 
franchise agreement 
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f. Termination by us with cause N/A 

g. “Cause” defined – curable 
defaults 

N/A 

h. “Cause” defined – non- 
curable defaults 

N/A 

i. Your obligation on 
termination/nonrenewal 

N/A 

j. Assignment of contract by us § 12 No assignment without prior consent of all 
parties. 

k. “Transfer” by you – defined N/A 

l. Our approval of your transfer § 12 No assignment without prior consent of all 
parties. 

m. Conditions for our approval or 
transfer 

N/A 

n. Our right of first refusal to 
acquire your business 

N/A 

o. Our option to purchase your 
business 

§ 9 If you default during the first 5 years following 
the effective date of the assignment, the 
assignor may require an assignment back of the 
franchise agreement 

p. Your death or disability N/A 

q. Noncompetition covenants 
during term of franchise 

N/A 

r. Noncompetition covenants 
after franchise is terminated 
or expires 

N/A 

s. Modification of the agreement N/A 

t. Integration/merger clause N/A 

u. Dispute resolution by 
arbitration or mediation 

N/A 
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v. Choice of forum N/A 

w. Choice of law N/A 

Note: Please see Exhibit N to this Disclosure Document for important information concerning your rights 
under state law, including your rights in regard to transfer, termination and renewal. 

ITEM 18. 
PUBLIC FIGURES 

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

ITEM 19. 
FINANCIAL PERFORMANCE REPRESENTATIONS

The FTC’s Franchise Rule permits a franchisor to provide information about the actual or potential 
financial performance of its 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 Item 19 may be given only if: (1) a franchisor provides the 
actual records of an existing outlet you are considering buying; or (2) a franchisor supplements the 
information provided in this Item 19, for example, by providing information about possible performance at a 
particular location or under particular circumstances. 

The following information reflects the financial performance of the combined System-wide 
restaurants, Affiliate-operated restaurants, and Franchisee-operated restaurants for our fiscal year ended 
January 29, 2023. This information consists of average “Net Sales” (i.e., Gross Sales minus sales taxes 
and discounts) of restaurants open at least 18 months, as of the end of the fiscal year. 
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System-wide Restaurant Sales Figures 

FISCAL YEAR TOP THIRD MIDDLE THIRD BOTTOM THIRD FULL GROUP 

 ENDING OF RESTAURANTS OF RESTAURANTS OF RESTAURANTS RESTAURANT 

January 29, 2023 BY NET SALES BY NET SALES BY NET SALES SALES DATA 

TOTAL 

RESTAURANTS 33 32 33 98 

INCLUDED 

AVERAGE NET SALES 
PER 

$3,055,817 $2,284,580 $1,675,222 $2,339,090 

RESTAURANT 

THIS CATEGORY 

CATEGORY - HIGH $5,773,103 $2,465,731 $2,087,928 $5,773,103 

CATEGORY - LOW $2,492,650 $2,089,144 $573,997 $573,997 

NUMBER AND 
PERCENTAGE 14 20 19 53 

OF RESTAURANTS OR OR OR OR 

EXCEEDING THIS 
AVERAGE 42% 63% 58% 54% 

MEDIAN NET SALES PER

RESTAURANT $2,693,103 $2,312,318 $1,683,863 $2,312,318 

THIS CATEGORY 
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Affiliate-operated Restaurant Sales Figures 

FISCAL YEAR TOP THIRD MIDDLE THIRD BOTTOM THIRD FULL GROUP 

 ENDING OF RESTAURANTS OF RESTAURANTS OF RESTAURANTS RESTAURANT 

January 29, 2023 BY NET SALES BY NET SALES BY NET SALES SALES DATA 

TOTAL 

RESTAURANTS 10 10 10 30 

INCLUDED 

AVERAGE NET SALES $3,006,679 $2,361,210 $1,730,051 $2,365,980 

PER RESTAURANT 

THIS CATEGORY 

CATEGORY - HIGH $3,427,555 $2,526,253 $2,096,624 $3,427,555 

CATEGORY - LOW $2,618,506 $2,147,515 $1,399,101 $1,399,101 

NUMBER AND 
PERCENTAGE 5 4 4 13 

OF RESTAURANTS OR OR OR OR 

EXCEEDING THIS 
AVERAGE 50% 40% 40% 43% 

908,MEDIAN NET SALES 

PER RESTAURANT $3,069,360 $2,342,510 $1,680,779 $2,342,510 

THIS CATEGORY 
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Franchisee-operated Restaurant Sales Figures 

FISCAL YEAR TOP THIRD MIDDLE THIRD BOTTOM THIRD FULL GROUP 

 ENDING OF RESTAURANTS OF RESTAURANTS OF RESTAURANTS RESTAURANT 

January 29, 2023 BY NET SALES BY NET SALES BY NET SALES SALES DATA 

TOTAL 

RESTAURANTS 23 22 23 68 

INCLUDED 

AVERAGE NET SALES $3,072,538 $2,254,208 $1,651,761 $2,327,228 

PER RESTAURANT 

THIS CATEGORY 

CATEGORY - HIGH $5,773,103 $2,489,958 $2,069,549 $5,773,103 

CATEGORY - LOW $2,446,368 $2,087,928 $573,997 $573,997 

NUMBER AND 
PERCENTAGE 9 12 14 35 

OF RESTAURANTS OR OR OR OR 

EXCEEDING THIS 
AVERAGE 39% 55% 61% 51% 

MEDIAN NET SALES 

PER RESTAURANT $2,913,868 $2,273,076 $1,826,956 $2,273,076 

THIS CATEGORY 

1. The earnings claims figures do not reflect the costs of sales, operating expenses or other costs or 
expenses that must be deducted from the gross revenue or gross sales figures to obtain your net 
income or profit. You should conduct an independent investigation of the costs and expenses you 
will incur in operating your (franchised business). Franchisees or former franchisees, listed in 
Exhibits I and K, may be one source of this information. 

2. Our fiscal year is from February through January. For example, our current fiscal year would include 
11 months of 2022 plus January of 2023. 

3. The information included above relates only to those franchised, and Affiliate-operated restaurants 
that were open and operating for at least 18 months as of the end of each applicable fiscal year. 
There were 4 Restaurants excluded from the information above because they were open fewer 
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than 18 months at our fiscal year end.  All sales results of all restaurants that satisfied this criterion 
are included. 

4. The figures for franchised Restaurants were provided to us by franchised store owners. Although 
we believe the figures in the table above are generally accurate and reliable, the franchised 
Restaurant figures have not been audited.  The information for all affiliated restaurants is derived 
from their company records kept in the ordinary course of business. 

5. The figures in the charts above, include information regarding the performance of all U.S. 
Restaurants, including those located outside the state of California, and operated or franchised by 
our affiliate, Farmer Boys Multistate Franchising, Inc. as described in Item 1. All of the Restaurants 
included in the information above are located in Central and Southern California and Southern 
Nevada and Western Arizona, where we have established brand recognition; if you open in an area 
where we have not previously operated, lack of pre-existing brand recognition could affect your 
sales.  You should understand that past results are no assurance as to future results. Actual results 
will vary from Restaurant to Restaurant and no one (including us) can reliably estimate or project 
the results of operation of any particular Restaurant. Some Restaurants have sold this amount.  
Your individual results may differ.  There is no assurance that you will sell as much. 

We have written substantiation in our possession to support the information appearing in this Item 19, which 
will be provided to all prospective franchisees upon reasonable request. 

Except as described above, we do not make any representations about a franchisee’s future financial 
performance or the past financial performance of company-owned or franchised outlets.  We also do not 
authorize our employees or representatives to make any such representations either orally or in writing.  If 
you are purchasing an existing outlet, however, we may provide you with 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 Joseph Ortiz, 3452 University Ave., Riverside, CA 
92501 (951) 275-9900; the Federal Trade Commission; and the appropriate state regulatory agencies. 

ITEM 20. 
OUTLETS AND FRANCHISEE INFORMATION 

Table No. 1 
Systemwide Outlet Summary 
For Fiscal years 2021-2023* 

*Our fiscal year ended January 29, 2023. 

Outlet Type Year Outlets at the Start of 
the Year 

Outlets at the end of 
the Year 

Net Change 

Franchised 
2021 64 67 +3 
2022 67 68 +1 
2023 68 71 +3 

Affiliate Owned 
2021 31 32 +1 
2022 32 33 +1 
2023 33 31 -2 

Totals 
2021 95 99 +4 
2022 99 101 +2 
2023 101 102 +1 
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Table No. 2 
Transfers of Franchised Outlets 

For Fiscal years 2021-2023 

State Year Number of Transfers 
California 2021 0 

2022 2 
2023 5 

Total 2021 0 
2022 2 
2023 5 

Table No. 3 
Status of Franchised Outlets 
For fiscal years 2021-2023 

State Year Outlets at 
Start of 
Year 

Outlets 
Opened 

Terminated Non- 
Renewals 

Reacquired by  
Franchisor 

Ceased 
Operations 

Other 
Reasons 

Outlets at 
the End of 
the Year 

AZ 
2021 0 1 0 0 0 0 1 
2022 1 0 0 0 0 0 1 
2023 1 1 0 0 0 0 2* 

CA 
2021 60 3 1 0 0 0 62 
2022 62 1 0 0 0 0 63 
2023 63 2 0 0 0 0 65 

NV 
2021 4 0 0 0 0 0 4 
2022 4 0 0 0 0 0 4 
2023 4 0 0 0 0 0 4* 

Totals 
2021 64 4 1 0 0 0 67 
2022 67 1 0 0 0 0 68 
2023 68 3 0 0 0 0 71 

*These units were transferred to our affiliate, FBM in August, 2023. 

Table No. 4 
Status of Affiliate-Owned Outlets 

For fiscal years 2021-2023

State Year Outlets at 
Start of 
Year 

Outlets 
Opened 

Outlets 
Reacquired from 

Franchisees 

Outlets 
Closed 

Outlets Sold to    
Franchisees 

Outlets at the End 
of the Year 

CA 2021 27 1 0 0 0 28 
2022 28 1 0 0 0 29 
2023 29 0 0 0 2 27 

NV 2021 4 0 0 0 0 4 
2022 4 0 0 0 0 4 
2023 4 0 0 0 0 4 

Totals 2021 31 1 0 0 0 32 
2022 32 1 0 0 0 33 
2023 33 0 0 0 2 31 
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Table No. 5 
Projected Openings During Fiscal Year Ending January 2024* 

State Franchise Agreements 
Signed but Outlet Not 

Opened 

Projected New Franchise 
Outlet in The Next Fiscal 

Year 

Projected New Company-
or Affiliate-Owned Outlet 
in The Next Fiscal Year 

California 0 3 1 
Total 0 3 1 

*The figures in the charts above, include information regarding the performance of all U.S. Restaurants, 
including those located outside the state of California, and operated or franchised by our affiliate, Farmer 
Boys Multistate Franchising, Inc. as described in Item 1. 

The name, business address, and business telephone number of each current franchisee on 
January 29, 2023 is attached as Exhibit I to this Disclosure Document. There were no franchisees who had 
a Franchise Agreement terminated, canceled, not renewed, or reasonably known to us to have otherwise 
ceased doing business under the Franchise Agreement during the past year, or have failed to communicate 
with us within 10 weeks of the date of this Disclosure Document. 

If you buy this franchise, your contact information may be disclosed to other buyers when you leave 
the Farmer Boys® System. 

ITEM 21. 
FINANCIAL STATEMENTS 

Attached to this Disclosure Document as Exhibit L is our audited financial statement as of January 
29, 2023, January 30, 2022 and January 29, 2021.  Also attached as Exhibit L are our unaudited financial 
statements as of July 16, 2023. 

ITEM 22. 
CONTRACTS 

The following agreements are proposed for use in this state for a FARMER BOYS® franchise: 

Exhibit C is a copy of our current form of Franchise Agreement 

Exhibit C-1 is a copy of our Renewal Addendum 

Exhibit C-2 is a copy of our current form of SBA Addendum to the Franchise Agreement. 

Exhibit D is a copy of our current form of Area Development Agreement.  

Exhibit E is a copy of our current form of Sublease, should you sublease a location which we or our 
affiliate leases from a third party. 

Exhibit F is a copy of our current form of Lease, should you lease from us or an affiliate of ours. 

Exhibit G are our forms of Asset Purchase Agreement, by which we or our affiliate may sell you the 
assets of an existing FARMER BOYS® Restaurant (Exhibit G- 1 includes the Building, and G-2 does not). 

Exhibit M is a copy of our Equipment Lease 

Exhibit O is a copy of our G2 Program Documents (Assignment and Assumption of Franchise 
Agreement, Note, Assignment and Assumption of Sublease). 

Exhibit P is a copy of our Low Investment Addendum. 
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ITEM 23. 
RECEIPT 

Attached, as the last page of this Disclosure Document (Exhibit Q), is a Receipt. Please sign it and 
return it to us. A duplicate of the Receipt is also attached for your records. 
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EXHIBIT A 
State Agencies/Administrators 
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STATE ADMINISTRATORS 

Commissioner of Department of Financial 
Protection and Innovation 
320 West 4th Street, Suite 750 
Los Angeles, California 90013-2344 
(213) 576-7500 
(866) 275-2677 Toll Free 
Ask.DFPI@dfpi.ca.gov 

Hawaii Commissioner of Securities 
Department of Commerce & Consumer 
Affairs 
335 Merchant Street, Room 205 
Honolulu, Hawaii 96813 
(808) 586-2744 

Chief 
Franchise Bureau 
Office of Attorney General 
500 South Second Street 
Springfield, Illinois 62701 
(217) 782-1090 

Franchise Section 
Indiana Securities Division 
302 West Washington Street  
Room E-111 
Indianapolis, Indiana 46204 
(317) 232-6681 

Office of the Attorney General 
Securities Division 
200 St. Paul Place 
Baltimore, Maryland 21202 
(410) 576-6360 

Franchise Administrator 
Consumer Protection Division 
Antitrust and Franchise Unit 
Michigan Dept. of Attorney General 
670 Law Building 
525 W. Ottawa Street 
Lansing, Michigan 48913 
(517) 373-7117 

Commissioner of Commerce 
Minnesota Department of Commerce 
85 7th Place East, Suite 280 
Saint Paul, Minnesota 55101 
(651) 539-1600 

NYS Department of Law 
Investor Protection Bureau 
28 Liberty Street, 21st Floor 
New York, New York 10005 
(212) 416-8000 

Franchise Examiner 
North Dakota Securities Department 
600 East Boulevard Avenue 
State Capitol, Fifth Floor, Dept. 414 
Bismarck, North Dakota 58505-0510 
(701) 328-2929 

Director of the Rhode Island 
Department of Business Regulation 
1511 Pontiac Avenue 
Cranston, Rhode Island 02920 
(401) 462-9500 

Registration Specialist, Securities 
Regulation 
Department of Labor and Regulation 
Division of Insurance 
124 S. Euclid Avenue 2nd Floor 
Pierre, South Dakota 57501-3185 
(605) 773-3563 

State Corporation Commission 
Division of Securities and Retail 
Franchising 
1300 E. Main Street, Ninth Floor 
Richmond, Virginia 23219 
(804) 371-9051 
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Administrator 
Department of Financial Institutions 
Securities Division 
150 Israel Rd. SW  
Tumwater, Washington 98501 
(360) 902-8760 

Franchise Administrator 
Securities and Franchise Registration 
Wisconsin Securities Commission 
4822 Madison Yards Way, North Tower 
Madison, Wisconsin 53705 
(608) 261-9555 
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EXHIBIT B 

AGENTS FOR SERVICE OF PROCESS 

Commissioner of the Department of 
Financial Protection and Innovation 
2102 Arena Blvd.  
Sacramento, CA 95834 

Hawaii Commissioner of Securities 
Business Registration Division 
335 Merchant Street, Room 205 
Honolulu, Hawaii 96813 

Illinois Attorney General Office 
500 South Second Street 
Springfield, Illinois 62701 

Indiana Securities Division 
302 West Washington Street  
Room E-111 
Indianapolis, Indiana 46204 

Maryland Securities Commissioner 
200 Saint Paul Place 
Baltimore, Maryland 21202 

Commissioner of Commerce 
State of Minnesota 
Department of Commerce 
Registration Division 
85 7th Place East Suite 280 
Saint Paul, Minnesota 55101 

New York Secretary of State 
New York Department of State 
One Commerce Plaza 
99 Washington Avenue, 6th Floor 
Albany, New York 12231-0001 

North Dakota Securities Department 
600 East Boulevard Avenue 
State Capitol, 5th Floor, Dept. 414 
Bismarck, North Dakota 58505-0510 

Director of Business Regulation 
1511 Pontiac Avenue 
Cranston, Rhode Island 02920 

Director of the Division of Insurance 
Securities Regulation 
Department of Labor and Regulation 
124 South Euclid Avenue, 2nd Floor 
Pierre, South Dakota 57501 

Clerk, State Corporation Commission 
1300 East Main Street, First Floor 
Richmond, Virginia 23219 

Administrator of Securities 
Department of Financial Institutions 
150 Israel Rd. SW,  
Tumwater, WA 98501  

Commissioner of Securities 
Office of the Commissioner of Securities 
4822 Madison Yards Way, North Tower 
Madison, Wisconsin 53705 
(608) 261-9555 
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FARMER BOYS®  
FRANCHISE AGREEMENT 

By and Between 

FARMER BOYS FRANCHISING CO. 

and 

_____________________ 
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FARMER BOYS® 
FRANCHISE AGREEMENT 

THIS FRANCHISE AGREEMENT (“Agreement”) is made this ___day of                                , 20__ (the 
“Effective Date”) by and between FARMER BOYS FRANCHISING CO., a California corporation 
(“Franchisor”), and [NAME OF ENTITY], a[n [State][corporation/limited liability company/partnership] 
(“Franchisee”), with reference to the following facts: 

A. An Affiliate of Franchisor owns, and has authorized Franchisor to sublicense, certain proprietary 
and other property rights and interests in and to the FARMER BOYS® name and service mark, and such other 
trademarks, service marks, logo types and commercial symbols as Franchisor may from time to time authorize or 
direct Franchisee to use in connection with the operation of the Licensed Restaurant (the “Marks”). 

B. Franchisor and/or one or more Affiliates of Franchisor have developed and continue to develop, and 
Franchisor owns or has the right to sublicense, a system for the operation of a family-oriented fast casual restaurant 
featuring freshly cooked, made-to-order hamburgers and other “made from scratch” breakfast, lunch, and dinner menu 
items, including, among other things, distinctive food recipes, preparation techniques, product specifications, signs, 
trade secrets and other confidential information, architectural designs, trade dress, layout plans, uniforms, equipment 
specifications, inventory techniques, business methods, technical knowledge, marketing concepts including 
operational processes, commercial ideas, advertising materials, marketing strategies, information on sources of supply, 
administrative procedures, business forms, uniforms, and employee training techniques. 

C. Franchisee desires to obtain the license and franchise to operate a single Restaurant, under the Marks 
and in strict accordance with the System, and the System Standards established by Franchisor; and Franchisor is 
willing to grant Franchisee such license and franchise under the terms and conditions of this Agreement. 

NOW, THEREFORE, the parties agree as follows: 

ARTICLE 1 
DEFINITIONS 

1.1 Certain Fundamental Definitions and Applicable Information.  In this Agreement, in addition to 
those terms defined in Appendix 1 and elsewhere in this Agreement, the following terms, shall have the meanings set 
forth below, unless the context otherwise requires: 

“Expiration Date” means (check one): [  ] [Insert Date] or [  ] 20 years after the first to occur of (a) the 
Scheduled Opening Date, or (b) the actual date on which the Licensed Restaurant first opens to the public (which the 
parties shall evidence in a memorandum executed by both Franchisor and Franchisee, failing which (a) shall apply. 

“Franchisee Notice Address” is:    
   
   
 Attn:   

Provided, that after the Restaurant opens to the public, the Franchisee’s 
address for notice shall also be the Location. 

“Grand Opening Fee” means $7,500. 

“Initial Fee” means $ (See Section 4.1) 

“Location” means  . 
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“Operating Principal” means  , or another individual hereafter designated by 
Franchisee, and accepted by Franchisor (and until subsequently disapproved by Franchisor), to serve as the authorized 
representative of Franchisee, who shall hold 10% or more of the Equity of Franchisee, and who shall have the authority 
to act on behalf of Franchisee during the Term. 

“Scheduled Opening Date” means: (check one): [  ] [Insert Date] or [  ] 12 months from Effective Date. 

ARTICLE 2 
GRANT 

2.1 Grant. 

2.1.1 Franchisor hereby awards Franchisee, and Franchisee hereby accepts, the right, license and 
obligation, during the Term, to use and display the Marks, and to use the System, to operate one (1) Restaurant at, and 
only at, the Approved Location upon the terms and subject to the provisions of this Agreement and all ancillary 
documents hereto. 

2.1.2 Franchisee may not offer, sell or provide delivery services or Catering services (directly or 
through any third party, including Uber Eats, Postmates, EZCater, GrubHub and DoorDash) without first obtaining 
Franchisor’s prior written consent, which shall be granted or denied in Franchisor’s sole discretion. In the event such 
prior written consent is granted, and in addition to such other conditions and restrictions as Franchisor may impose, 
Franchisee shall at all times provide such delivery and/or Catering services in strict accordance with Franchisor’s 
System Standards regarding the same, as may be amended from time to time. Such System Standards may include, 
without limitation, restrictions regarding the types of products and services Franchisee may offer and the geographic 
area in which Franchisee may provide such delivery and/or Catering services. 

2.2 No Sublicensing Rights.  Franchisee shall not sublicense, sublease, subcontract or enter any 
management agreement providing for, the right to operate the Licensed Restaurant or to use the System granted 
pursuant to this Agreement. 

2.3 Territorial Rights. 

2.3.1 During the Term, neither Franchisor nor any Affiliate of Franchisor shall open or operate 
any Traditional Restaurant, nor license other to do so, within a one-mile radius surrounding the Licensed Restaurant, 
or other mutually agreeable geographic area, as described on Exhibit A (the “Territory”). 

2.3.2 Except to the limited extent expressly provided in Section 2.3.1 of this Agreement, the 
license granted to the Franchisee under this Agreement is nonexclusive and Franchisor expressly reserves all other 
rights not expressly and specifically prohibited by another provision of this Agreement, including, the exclusive, 
unrestricted right, in its discretion, directly and indirectly, itself and through its employees, Affiliates, representatives, 
franchisees, licensees, assigns, agents and others: 

(a) to own or operate, and to license others (which may include its Affiliates) to own 
or operate (i) FARMER BOYS® Restaurants at any location outside the Territory, (ii) FARMER BOYS® Restaurants 
at Non-Traditional Venues at any location, and of any type whatsoever, within or outside the Territory, and regardless 
of proximity to the Restaurant developed pursuant hereto; and (iii) restaurants or other businesses operating under 
names other than FARMER BOYS®, at any location, and of any type whatsoever, within or outside the Territory and 
regardless of their proximity to the Restaurant developed pursuant hereto; and 

(b) to produce, license, distribute and market FARMER BOYS® Brand Products, 
including pre-packaged food items, dressings and other food and beverage products; books; clothing; souvenirs and 
novelty items; through any outlet and channel of commerce (regardless of its proximity to the Restaurant opened 
pursuant hereto), including grocery stores, supermarkets and convenience stores and through any distribution channel, 
at wholesale or retail, including by means of the Internet or Internet web site, mail order catalogs, direct mail 
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advertising, delivery, Catering and other distribution methods; and to advertise and promote the System through any 
means, including the Internet. 

ARTICLE 3 
TERM AND RIGHT TO ENTER INTO SUCCESSOR FRANCHISE AGREEMENT 

3.1 Initial Term. 

3.1.1 The term of this Agreement (“Term”) shall commence on the Effective Date and shall 
expire on the Expiration Date (see Section 1.1), unless sooner terminated or extended pursuant hereto. 

3.1.2 Notwithstanding anything herein to the contrary, the Term of this Agreement (and the Term 
of any Successor Agreement executed pursuant to Section 3.2) shall automatically terminate (i) upon the earlier 
expiration or termination of, as applicable, of Lease (except if any Owner or Affiliate of Franchisee, excluding 
Franchisor or its Affiliate, directly or indirectly is a landlord or, or owns, manages or has a financial interest in the 
land or building comprising the Franchised Location), or (ii) upon the occurrence of any event which prevents or 
prohibits Franchisee from occupying the Franchised Location or Licensed Restaurant; provided, however, that 
Franchisee and its Owners and Affiliates shall not do anything which will cause such Lease, or any direct or indirect 
master Lease or sublease to be terminated or otherwise amended or modified without the prior written consent of 
Franchisor, which consent may be granted or withheld for any reason in its sole and absolute discretion. 

3.2 Right to Enter into Successor Franchise Agreements. 

3.2.1 Subject to the conditions contained in Section 3.4 of this Agreement and Franchisee’s 
compliance with Section 3.3  of this Agreement, and provided that Franchisor is then currently offering franchises in 
the same state in which the Franchisee’s Restaurant is located, at the expiration of the Term hereof, Franchisee shall 
have the right (the “Successor Franchise Right”) to enter into a new franchise agreement in the form then generally 
being offered to prospective FARMER BOYS® franchisees (the “First Successor Franchise Agreement”) for a 
10 year period (the “First Successor Term”), which Successor Franchise Agreement shall likewise grant Franchisee 
the right to enter into one additional franchise agreement at the end of the First Successor Term, in the form then 
generally being offered to prospective franchisees of the System (the “Second Successor Franchise Agreement”) 
for a 10 year period (the “Second Successor Term”). “Successor Franchise Agreement” when used herein refers to 
the First Successor Franchise Agreement and/or Second Successor Franchise Agreement as the context requires. 
Franchisee acknowledges that the terms, including Continuing Royalty and Marketing Fund Contribution payable, 
during the First Successor Term and Second Successor Term shall be as then generally applicable to new franchisees 
granted at the time and may differ from those contained in this Agreement. 

3.2.2 The term of the Successor Franchise Agreement shall commence upon the date of 
expiration of the Term hereof or the term of the First Successor Franchise Agreement, as applicable, and 
notwithstanding the terms of Franchisor’s then-current form of Franchise Agreement: 

(a) The Successor Franchise Agreement shall provide that Franchisee must pay, in 
lieu of an initial franchise fee, a renewal fee in the amount of twenty-five (25%) percent of Franchisor’s then-current 
initial franchise fee; and 

(b) unless otherwise mutually agreed in writing, the First Successor Franchise 
Agreement shall be modified to provide for only one additional successor term, and the Second Successor Franchise 
Agreement shall be modified to provide no additional successor terms (i.e., conforming to the Successor Franchise 
Rights granted in franchisee’s original franchise agreement for the Licensed Restaurant). 

3.3 Form and Manner of Exercising Successor Franchise Right.  The Successor Franchise Right shall 
be exercised, if at all, strictly in the following manner: 

3.3.1 Between 9 months and 12 months before the expiration of the Term, Franchisee shall notify 
Franchisor in writing (“Notice of Election”) that it intends to exercise its Successor Franchise Right and no sooner 
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than immediately after the expiration of any waiting period(s) by Applicable Law and no more than 30 days after 
Franchisee receives Franchisor’s Franchise Disclosure Document, if applicable, and execution copies of the applicable 
Successor Franchise Agreement, Franchisee shall execute the copies of said Successor Franchise Agreement and 
return them to Franchisor. 

3.3.2 If Franchisee shall have exercised its Successor Franchise Right in accordance with Section 
3.3.1 of this Agreement and satisfied all of the conditions contained in Section 3.4 of this Agreement, Franchisor shall 
execute the Successor Franchise Agreement, executed by Franchisee and at or prior to the expiration of the Term, 
deliver one fully executed copy thereof to Franchisee. 

3.3.3 If Franchisee subleases the Location from Franchisor or its Affiliate, Franchisee shall 
execute and return to Franchisor or its Affiliate, as applicable, the sublease or amendment to sublease (as prescribed 
by Franchisor or the Affiliate in accordance with Section 3.5.2), within 21 days after delivery to Franchisee’s. 

3.3.4 If Franchisee fails to perform any of the acts, or deliver any of the notices required pursuant 
to the provisions of Sections 3.3 or 3.4 of the Agreement, in a timely fashion, such failure shall be deemed an election 
by Franchisee not to exercise its Successor Franchise Right and shall automatically cause Franchisee’s said Successor 
Franchise Right to lapse and expire at 11:50 p.m. PST on the date preceding the 20th anniversary of the Effective Date. 

3.4 Conditions Precedent to Entering into a Successor Franchise Agreement.  Franchisee’s Successor 
Franchise Right is conditioned upon Franchisee’s fulfillment of each and all of the following conditions precedent: 

3.4.1 At the time Franchisee delivers its Notice of Election to Franchisor and at all times 
thereafter until the commencement of the applicable Successor Term, Franchisee shall have fully performed, in all 
material respects, all of its obligations under the Agreement, the Manuals and all other agreements then in effect 
between Franchisee and Franchisor (or its Affiliates). 

3.4.2 At Franchisor’s request, Franchisee shall, prior to the date of commencement of the 
applicable Successor Term, undertake and complete at its expense, the remodeling, renovation, modernization, or 
refurbishing of the Premises, Approved Location and the Licensed Restaurant, which may include installation of new 
or replacement equipment, to comply with Franchisor’s then-current System Standards for new Restaurant. 

3.4.3 Without limiting the generality of Section 3.4.1 of this Agreement, Franchisee shall not 
have committed and cured 3 or more material defaults of Articles 4, 7, 9, 10, 11 or 12 of the Agreement during any 
36 month period during the Term of the Agreement for which Franchisor shall have delivered notices of default, 
whether or not such defaults were cured. 

3.4.4 Franchisee, and Franchisee’s employees, as applicable, shall comply with Franchisor’s 
then-current qualification, training and certification requirements at Franchisee’s expense. 

3.4.5 Franchisee shall have renewed or extended its Lease, or executed a new or amended Lease, 
pursuant to which Franchisee shall have secured the right to continue to occupy the Location after the expiration of 
the Term and throughout the First Successor Term or Second Successor Term, as applicable (and expressly subject to 
Section 3.5). 

3.4.6 Concurrently with the execution of the applicable Successor Franchise Agreement, 
Franchisee shall, and shall cause each of its Affiliates to, execute and deliver to Franchisor a general release, on a 
form prescribed by Franchisor of any and all known and unknown claims against Franchisor and its Affiliates and 
their officers, directors, agents, shareholders and employees. The release may cover future consequences of acts, 
omissions events and circumstances predating the date of the release, but will not release, in advance, future acts, 
omissions or events which have not occurred at the time the release is executed. 
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3.5 Renewal of Lease. 

3.5.1 Franchisee acknowledges that its right to enter into a Successor Franchise Agreement, and 
the continuation of the Term of the Franchise Agreement, shall be subject to the continuation of Franchisee’s right to 
occupy the Location. 

3.5.2 If Franchisee’s Location is subleased by Franchisee from Franchisor or its Affiliate, and as 
a condition to or in consideration for Franchisor or its Affiliate renewing or extending its Master Lease, Franchisor or 
its Affiliate is required to or otherwise agrees to increases in base rental, percentage rental, taxes and/or “other 
expenses” in excess of those previously required of Franchisee as lessee, under its Lease, Franchisor or the Leasing 
Affiliate, as applicable, shall have the right to increase in a like dollar amount, or percentage rate, as applicable, any, 
all, or any combination of the base rental, percentage rental, taxes and/or “other expenses”, respectively, to be paid by 
Franchisee to Franchisor or the Affiliate pursuant to the sublease or amendment to sublease to be executed by 
Franchisee under Sections 3.3.3 and 3.4.5, respectively. Any such increase(s) in Franchisee’s base rental, percentage 
rental, taxes and/or “other expenses” shall be equal in dollar amount or percentage rate, or both, as applicable, to the 
increase(s) therein required of Franchisor or its Affiliate, as applicable, as lessee in connection with the renewal or 
extension of its Master Lease. By way of illustration, (a) if the original Master Lease called for a minimum monthly 
rental of $1,000.00, and the new or amended Master Lease called for a minimum monthly rental of $2,000.00, with 
no change in the amount of percentage rental, the Franchisee’s sublease minimum rental would increase by $1,000.00 
per month, and (b) if the original Master Lease called for a minimum monthly rental of $1,000.00 and percentage rent 
equal to 2% of annual sales above $1,000,000, and the new or amended Master Lease called for a minimum monthly 
rental of $2,000.00, and percentage rent equal to 2.5% of annual sales above $1,500,000, the Franchisee’s sublease 
minimum rental would increase by $1,000.00 per month and its percentage rent shall increase to 2.5% of annual sales 
above $1,500,000,. Said “other expenses” to which Franchisee’s Lease shall also be subject, may also include one-
time payments to Franchisor’s or its Affiliate’s master landlord in consideration for the new or amended Master Lease, 
new or increased administrative fees or common area maintenance charges, and/or capital expenditures or expenses 
for remodeling, refurbishment, expansion, renovation, repair or decoration of the interior, exterior or surrounding 
areas of the Franchised Location. 

3.6 Notice Required by Law.  If Applicable Law requires that Franchisor give notice to Franchisee prior 
to the expiration of the Term, this Agreement shall remain in effect on a week to week basis until Franchisor has given 
the notice required by such Applicable Law. If Franchisor is not offering new franchises, is in the process of revising, 
amending or renewing its form of franchise agreement or disclosure document, or is not lawfully able to offer 
Franchisee its then-current form of franchise agreement, at the time Franchisee delivers its Notice of Election, 
Franchisor may, in its discretion, (i) offer to renew this Agreement upon the same terms set forth herein for a Successor 
Term determined in accordance with Section 3.2 of this Agreement hereof, or (ii) offer to extend the Term hereof on 
a week to week basis following the expiration of the Term hereof for as long as it deems necessary or appropriate so 
that it may lawfully offer its then-current form of franchise agreement. 

ARTICLE 4 
PAYMENTS 

4.1 Initial Fee.  Upon execution hereof, Franchisee shall pay to Franchisor the Initial Fee (see Section 
1.1). The Initial Fee is non-refundable, in whole or in part, under any circumstances. 

4.2 Continuing Royalty.  Each Week during the Term, Franchisee shall pay to Franchisor, as provided 
in Sections 4.5 and 4.6, a continuing royalty (the “Continuing Royalty”) equal to 5% multiplied by Franchisee’s 
Adjusted Gross Revenue during the preceding Week. 

4.3 Marketing Fund Contribution.  Each Week during the Term, Franchisee shall pay to Franchisor, as 
provided in Section 4.6, a marketing fee equal to 3% multiplied by Franchisee’s Adjusted Gross Revenue during the 
preceding Week (“Marketing Fund Contribution”) subject to an increase by up to 1 percentage point annually, but 
not to exceed a total of 5% of Adjusted Gross Revenue. Franchisor shall contribute the Marketing Fund Contribution 
to the Marketing Fund to be administered in the manner provided in Section 8.3 of this Agreement (the “Marketing 
Fund”). Franchisor may adjust the Marketing Fund Contribution from time to time, but never to more than 5% of 
Franchisee’s Adjusted Gross Revenue. Pursuant to Section 8.4 of this Agreement, Franchisor may also establish a co-
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op advertising fund for Franchisee’s region. The fee for co-operative advertising will be in addition to the Marketing 
Fund Contribution and will be determined by each co-op advertising region, as described in Section 8.4.2 of this 
Agreement. 

4.4 Grand Opening Fee. Upon execution hereof, Franchisee shall pay to Franchisor the Grand Opening 
Fee (see Section 1.1). Franchise will conduct a grand opening advertising program in accordance with the general 
guidelines specified in the Manuals and as Franchisor determines appropriate in its discretion.  The Grand Opening 
Fee is non-refundable, in whole or in part, under any circumstances.   

4.5 Manner of Payment.  Franchisee shall calculate the Continuing Royalty and Marketing Fund 
Contribution due to Franchisor as prescribed above and cause Franchisor to receive payment of all Continuing 
Royalties, Marketing Fund Contributions, and all other amounts then owed to Franchisor, and upon Franchisor’s 
request, together with a statement of Franchisee’s Adjusted Gross Revenue for the applicable Week (certified as 
complete and accurate by a duly authorized representative of Franchisee), no later than the Wednesday following each 
Week during the Term. 

4.6 EFT and Pre-Authorized Payments. 

4.6.1 Franchisee, at Franchisee’s sole cost and expense, shall instruct its bank to pay the amount 
of its Continuing Royalty, Marketing Fund Contribution and other fees directly to Franchisor from Franchisee’s 
account, by electronic funds transfer or such other automatic payment mechanism which Franchisor may designate 
(“EFT”) and upon the terms and conditions set forth in the Manuals, and promptly upon Franchisor’s request, 
Franchisee shall execute or re-execute and deliver to Franchisor such pre-authorized check forms and other 
instruments or drafts required by Franchisor’s bank, payable against Franchisee’s bank account, to enable Franchisor 
to draw Franchisee’s Continuing Royalty, Marketing Fund Contribution and other sums payable under the terms of 
this Agreement. Franchisor’s current form of EFT authorization is attached hereto as Exhibit B. Franchisee shall also, 
in addition to those terms and conditions set forth in the Manuals, maintain a single bank account for such payments 
and shall maintain such minimum balance in such account as Franchisor may reasonably specify from time to time. 
Franchisee shall not alter or close such account except upon Franchisor’s prior written approval. Any failure by 
Franchisee to implement such EFT system in strict accordance with Franchisor’s instructions shall, without limiting 
the materiality of any other default of this Agreement, constitute a material default of this Agreement. 

4.6.2 Franchisor may unilaterally estimate and draw down the amounts owed by Franchisee, in 
accordance with the system Franchisor establishes from time to time, which system may include EFT systems, 
automatic debits, use of Franchisee pre-authorized checks, other instruments or authority or any other arrangement 
Franchisor may prescribe. Franchisor may base its estimates of Marketing Fund Contributions, Continuing Royalties 
and similar payments which are calculated based on Adjusted Gross Revenue, on Franchisee’s historically reported 
Adjusted Gross Revenue. Franchisee shall, without limiting the materiality of any other default of this Agreement, 
promptly implement such system in strict accordance with Franchisor’s instructions and failure to do so shall constitute 
a material default of this Agreement. 

4.7 Other Payments.  In addition to all other payments provided herein, Franchisee shall pay to 
Franchisor, its Affiliates and designees, and all Suppliers, as applicable, promptly when due: 

4.7.1 The amount of all sales taxes, use taxes, personal property taxes and similar taxes, which 
shall be imposed upon Franchisee and required to be collected or paid by Franchisor (a) on account of Franchisee’s 
Adjusted Gross Revenue, or (b) on account of Continuing Royalties, Marketing Fund Contributions or Initial Fees 
collected by Franchisor from Franchisee (but excluding ordinary income taxes). Franchisor, in its discretion, may 
collect the taxes in the same manner as Continuing Royalties are collected herein and promptly pay the tax collections 
to the appropriate Governmental Authority; provided, however, that unless Franchisor so elects, it shall be 
Franchisee’s responsibility to pay all sales, use or other taxes now or hereinafter imposed by any Governmental 
Authorities on Continuing Royalties, Initial Fees, or Marketing Fund Contributions. 

4.7.2 All amounts due for any reason, including pursuant to Franchisee’s Lease or related to 
Franchisee’s site, on account of purchases of goods, supplies or services relating to the Licensed Restaurant, or 
amounts which Franchisor has become obligated to pay on behalf of Franchisee for any reason whatsoever. If 



7 
570879860.22 

Franchisor or an Affiliate have paid for any professional services, including lease review, engineering and architectural 
fees or costs, and costs of other consultants while negotiating or developing a site on behalf of Franchisee or while 
negotiating or developing a site which Franchisee subsequently agrees to assume (including any issues Franchisee 
may have with the landlord during construction or once open for business), will be reimbursed to the party bearing 
such costs regardless of any professional fees that may have been incurred by Franchisee directly. 

4.7.3 Franchisee shall pay when due (or if applicable, shall timely reimburse Franchisor) for all 
goods and services used in the construction or operation of the Restaurant. Franchisee hereby understands, 
acknowledges and agrees that the failure to make prompt payment to its vendors may cause irreparable harm to the 
reputation and credit of Farmer Boys and its other franchisees. 

4.8 Application of Funds.  If Franchisee shall be delinquent in the payment of any obligation to 
Franchisor hereunder, or under any other agreement with Franchisor, Franchisor shall have the absolute right to apply 
any payments received from Franchisee to any obligation owed, whether under this Agreement or otherwise, including 
to Franchisee’s vendors, Suppliers and landlord, notwithstanding any contrary designation by Franchisee as to 
application. 

4.9 Interest and Charges for Late Payments.  If Franchisee shall fail to pay to Franchisor the entire 
amount of the Continuing Royalty, Marketing Fund Contribution and all other sums owed to Franchisor or its 
Affiliates, promptly when due, Franchisee shall pay, in addition to all other amounts which are due but unpaid, interest 
on the unpaid amounts, from the due date thereof, at the rate of 10% per annum, or the highest rate allowable under 
applicable law, whichever is less. If any check, draft, electronic transfer or otherwise, is unpaid because of insufficient 
funds or otherwise, then Franchisee shall pay Franchisor’s expenses arising from such non- payment, including bank 
fees in the amount of at least $50.00 and any other related expenses incurred by Franchisor. 

ARTICLE 5 
CONSTRUCTION AND COMMENCEMENT OF BUSINESS 

5.1 Approved Location.  Franchisee’s Restaurant shall be located at the Approved Location. 

5.1.1 If no Approved Location has been inserted in the blank space provided above at the time 
of execution of this Agreement, Franchisee shall promptly following the execution hereof locate one or more proposed 
sites which meet Franchisor’s then-current System Standards. Franchisee shall submit to Franchisor such demographic 
and other information regarding the proposed site(s) and neighboring areas as Franchisor shall require, in the form 
prescribed by Franchisor (“Site Review Request”). Franchisor may seek such additional information as it deems 
necessary within 30 days of submission of Franchisee’s Site Review Request, and Franchisee shall respond promptly 
to such request for additional information. If Franchisor shall not deliver written notice to Franchisee that Franchisor 
accepts the proposed site, within 30 days of receipt of Franchisee’s Site Review Request, or within 30 days after 
receipt of such additional requested information, whichever is later, the site shall be deemed rejected. If the Franchisor 
accepts the proposed site it shall notify Franchisee of its acceptance of the site in writing. Promptly following mutual 
execution of this Agreement, or Franchisor’s acceptance of a proposed site, if no Approved Location has been inserted 
in the blank space provided above, Franchisee shall proceed to negotiate a Lease or purchase agreement for the site 
and shall submit to Franchisor a copy of the proposed Lease or purchase agreement, as applicable, to Franchisor. 
Franchisee shall not enter into any Lease or purchase agreement for the Approved Location unless Franchisor has 
accepted the proposed Lease, the site and such site shall be deemed to the “Approved Location” as defined above. 
Franchisee shall begin operating the Licensed Restaurant by the Scheduled Opening Date (see Section 1.1). Unless 
waived by Franchisor in whole or in part, upon submitting a second Site Review Request to Franchisor for review, 
and for each Site Review Request thereafter, Franchisee shall reimburse Franchisor for all costs and expenses of 
Franchisor incurred in reviewing the Site Review Requests, including payment to consultants and agents retained by 
Franchisor to assist in conducting such review and including a reasonable allocation of overhead and administrative 
expenses. 

5.1.2 Franchisee may not conduct any activities associated with Franchisor or the Marks at any 
location except for operating the Licensed Restaurant in accordance with this Agreement, or other agreement with 
Franchisor. 



8 
570879860.22 

5.1.3 Franchisee may not relocate the Licensed Restaurant without Franchisor’s prior written 
consent. If Franchisor shall consent to any relocation, Franchisee shall de-identify the former location in the manner 
described in Section 15.1.5 of this Agreement with respect to Franchisee’s obligations upon termination and 
expiration, and shall reimburse and indemnify and hold Franchisor harmless from any direct and indirect losses, costs 
and expenses, including attorney’s fees, arising out of Franchisee’s failure to do so. 

5.2 Franchisor Site Selection Assistance.  Franchisor is not required to visit any potential location. 
However, Franchisor or its Affiliate may voluntarily (without obligation) identify potential sites or may assist 
Franchisee in obtaining or evaluating an acceptable location. Neither Franchisor’s or its Affiliate’s said assistance, if 
any, its suggesting or acceptance of Franchisee’s proposed site, nor its acceptance of the proposed Lease or purchase 
agreement shall be construed to insure or guarantee the profitable or successful operation of the Licensed Restaurant 
by Franchisee, and Franchisor and its Affiliates hereby expressly disclaim any responsibility therefor. Franchisor’s 
acceptance of a location is solely an indication that the Approved Location meets Franchisor’s minimum System 
Standards at the time of acceptance and such acceptance shall not be construed as any express or implied representation 
or warranty that the Approved Location will be profitable or successful. Franchisee acknowledges its sole 
responsibility for finding the Approved Location. Franchisee acknowledges its sole responsibility for finding the site 
for the Restaurant it develops pursuant to this Agreement. 

5.3 Lease or Purchase of Approved Location. 

5.3.1 If the Approved Location is leased or subleased, unless otherwise expressly agreed by 
Franchisor in writing: (i) the Lease shall name Franchisee as the sole lessee thereunder and may not be assigned or 
sublet without Franchisor’s prior written consent; (ii) Franchisor shall have the right to review and accept or reject the 
Lease, a true and correct copy of which shall be delivered to Franchisor at least 15 days prior to the execution thereof; 
(iii) Franchisee shall neither create nor purport to create any obligations on behalf of Franchisor, nor grant or purport 
to grant to the lessor thereunder any rights against Franchisor, nor agree to any other term, condition, or covenant 
which is inconsistent with any provision of this Agreement; (iv) the Lease shall be for a term (including options) 
which is not less than the Term of this Agreement (plus each Successor Term), unless Franchisor shall approve, in 
writing, a shorter term of the Lease; (v) the Lease shall not contain a non-competition covenant which purports to 
restrict the Franchisor, or any franchisee or licensee of the Franchisor (or its Affiliates), from operating a Restaurant 
or any other retail establishment, unless such covenant is approved by the Franchisor in writing prior to the execution 
of the Lease; (vi) the Lease shall contain such other provisions as Franchisor may require; (vii) Franchisee shall duly 
and timely perform all of the terms, conditions, covenants and obligations imposed upon Franchisee under the Lease; 
and (viii) a fully executed copy of said Lease, in the form and on the terms previously accepted by Franchisor, shall 
be delivered to Franchisor promptly following the execution thereof and upon Franchisor’s request. The Lease shall, 
except to the extent that Franchisor otherwise consents in writing, include the addendum attached hereto as Exhibit 
D, which among other obligations, grants Franchisor the right at its option to assume the Lease and succeed to 
Franchisee’s rights under the Lease upon Franchisee’s default thereunder, or hereunder. Franchisee is responsible for 
retaining its own legal and professional advisors to assist it in reviewing and negotiating its Lease; Franchisor’s review 
and acceptance of the Lease is solely for Franchisor’s benefit and is solely an indication that the Lease meets 
Franchisor’s minimum System Standards at the time of acceptance for the Lease (which may be different than the 
requirements of this Agreement) such review and acceptance shall not be construed as any express or implied 
representation or warranty that the Lease complies with Applicable Law or represents a lease transaction that is fair 
or in Franchisee’s best interest. 

5.3.2 If Franchisor or its designee elects to succeed to Franchisee’s rights under the Lease, as 
aforesaid, Franchisee shall assign to Franchisor or such designee all of its right, title and interest in and to the Lease, 
whereupon the lessor thereunder shall attorn to Franchisor or such designee as the tenant thereunder. Franchisee shall 
execute and deliver to Franchisor or such designee such assignment and take such further action as Franchisor or such 
designee, as applicable, in its sole and absolute discretion, may deem necessary or advisable to effect such assignment, 
within 10 days after written demand by Franchisor or such designee to do so, and upon Franchisee’s failure to do so, 
Franchisor or such designee shall be, and hereby is, appointed Franchisee’s attorney in fact to do so. This power of 
attorney granted by Franchisee to Franchisor and such designee is a special power of attorney coupled with an interest 
and is irrevocable and shall survive the death or disability of Franchisee. Any sum expended by Franchisor or such 
designee to cure Franchisee’s breach of the Lease shall be deemed additional sums due Franchisor hereunder and 
Franchisee shall pay such amount to Franchisor upon demand. The covenants of Franchisee contained in this Section 
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5.3 shall survive the termination of this Agreement. Franchisor’s acceptance of the Lease shall not constitute 
Franchisor’s assurance that the terms of the Lease are favorable to Franchisee, or that the location will be successful. 

5.3.3 Franchisee hereby authorizes Franchisor to communicate with the lessor under the Lease 
(and hereby authorizes such lessor to communicate with Franchisor) for any purpose, including de-identification of 
the Approved Location following the termination or expiration of this Agreement, Franchisee’s sales, Franchisee’s 
defaults under this Agreement or the Lease and negotiating a lease for the Approved Location commencing following 
the termination or expiration of the Franchisee’s Lease. Franchisee shall at all times fully perform each and all of its 
obligations under the Lease. 

5.3.4 If the Approved Location is to be purchased by Franchisee, the contract for purchase and 
sale shall be subject to Franchisor’s review and acceptance, a true and correct copy of which shall be delivered to 
Franchisor at least 15 days prior to the execution thereof, and a true and correct copy of such executed contract shall 
be furnished to Franchisor within 15 days after execution. 

5.3.5 If Franchisee or its Affiliate owns or purchases the land, building or premises for the 
Approved Site, in addition to the rights provided for in the Addendum to Lease attached as Exhibit D, Franchisee 
hereby grants Franchisor an option to purchase the property upon termination or expiration of the Agreement at its 
“Fair Market Value” determined in the following manner: 

(a) If Franchisor gives notice of its desire to exercise its said purchase option (the 
“Option Notice”), Franchisor and Franchisee shall confer in good faith in an effort to mutually agree on the Fair 
Market Value during the 30 day period following termination, or in the case of expiration, during the 30 day period 
commencing 6 months prior to the scheduled expiration date of the Agreement (unless Franchisee has elected to enter 
into a Successor Franchise Agreement, and has such right, pursuant to Sections 3.2 through 3.4).  If the parties are 
unable to reach agreement within such 30-day period, Franchisor and Franchisee will attempt to select a mutually 
acceptable appraiser within 30 days following the date of Franchisor’s Option Notice, and Fair Market Value will be 
determined by such appraiser. 

(b) If the parties fail to agree on an appraiser, then within 45 days following the date 
of the Option Notice, Franchisor will select one appraiser, and Franchisee will select one appraiser. Each party shall 
promptly advise the other party in writing of the identity of its appointed appraiser. If either party fails to timely 
appoint an appraiser, then the appraiser appointed by the other party shall be the sole appraiser for the purposes of 
determining Fair Market Value. Fair Market Value shall be: (1) if one appraiser is appointed, the value established by 
that appraiser; or (2) if 2 appraisers are appointed, the arithmetic average of the values determined by the appraisers; 
provided, that if the higher value is more than 125% of the lower value, then the 2 appraisers will jointly select a third 
appraiser, and the Fair Market Value shall then be the arithmetic average of (i) the value determined by the 3rd 
appraiser and (ii) the value determined by the one of the first 2 appraisers that is nearest in value to the value 
determined by the 3rd appraiser. If the first 2 appraisers are unable to agree upon a 3rd appraiser within 20 days of 
their completion of appraisals, then either party may demand the appointment of an appraiser by the then-director of 
the regional office of the American Arbitration Association located nearest to Franchisor’s headquarters, in which 
event the appraiser appointed thereby shall be the third appraiser. 

(c) Each of the appraisers shall conduct an appraisal within 30 days after being 
appointed, and shall submit their appraisals in writing to Franchisee and Franchisor within such period. 

(d) Fair Market Value will be determined solely by reference to Franchisee’s 
FARMER BOYS® Restaurant, and the appraiser shall be instructed in writing by each party not to, and the appraiser 
shall not, consider or attribute any value to: (a) any goodwill or other value attributable to the FARMER BOYS® 
System or the Marks other than the right to utilize the FARMER BOYS® System and Marks in the operation of 
Franchisee’s FARMER BOYS® Restaurant in accordance with, and for no more than the remaining term of, this 
Agreement; (b) any rights or efficiencies Franchisee may enjoy because Franchisee (or any affiliated or Related 
Person) operates or has the right to operate more than one FARMER BOYS® Restaurant; or (c) any “highest and best 
use” value of the property if it were used for purposes other than as a restaurant. An appraiser may use a bona fide 
third-party offer to purchase the Assets in its determination of Fair Market Value if and only if such third-party offer 
was delivered by Franchisee to Franchisor prior to the exercise of the purchase option. 
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(e) Any appraiser, to be qualified to conduct an appraisal hereunder, shall be an 
independent appraiser (i.e., not be a Related Person of Franchisee or Franchisor), an M.A.I. appraiser or its equivalent 
or an investment bank, with at least ten (10) years’ experience, and shall have experience in valuing franchised or 
licensed restaurants. If any appraiser initially appointed under this Agreement shall, for any reason, be unable to serve, 
a successor appraiser shall be promptly appointed in accordance with the procedures pursuant to which the predecessor 
appraiser was appointed. 

5.4 Construction. 

5.4.1 Following the Effective Date and before the renovation or construction of the Licensed 
Restaurant or the Approved Location, Franchisor shall provide Franchisee with copies of Franchisor’s System 
Standards for the design and layout of the Licensed Restaurant and required fixtures, equipment, furnishings, decor, 
trade dress, and signs. Franchisee shall at its sole cost and expense promptly cause the Premises and Licensed 
Restaurant to be constructed, equipped and improved in accordance with such System Standards, including specified 
in store music system, related sound system and sound recordings designated by Franchisor; and to refrain from 
installing or permitting to be installed on or about the Restaurant premises, without Franchisor’s prior written consent, 
any fixtures, furnishings, equipment, signage, or other items not previously approved as meeting Franchisor’s System 
Standards. Franchisee shall employ licensed architects, engineers and general contractors of its own selection, and at 
its sole cost and expense, to prepare such architectural, engineering and construction drawings and site plans, and to 
obtain all Permits required to construct, remodel, renovate, and/or equip the Licensed Restaurant and Premises. All 
such plans, and modifications and revisions thereto, shall be submitted to Franchisor for its prior review and 
acceptance before Franchisee’s commencement of construction (within 180 days after Effective Date, unless 
Franchisor otherwise agrees in writing). If Franchisor shall not deliver written notice to Franchisee that Franchisor 
accepts such design criteria, the design criteria shall be deemed rejected. 

5.4.2 Franchisor has the right, but not the obligation, to perform inspections of the Licensed 
Restaurant and Premises during construction and after construction to ensure that the Licensed Restaurant is built in 
accordance with the drawings and specifications accepted by Franchisor, and all fixtures, signs, furnishings and 
equipment are in compliance with Franchisor’s System Standards. Franchisee may not open the Licensed Restaurant 
for business until Franchisee has received written authorization to open from Franchisor, which authorization may be 
conditional and subject to Franchisor’s satisfactory inspection of the Licensed Restaurant. 

5.4.3 Franchisee may from time to time request additional information regarding the design and 
construction of the Licensed Restaurant, which, if in the possession of Franchisor, shall be provided at no expense to 
Franchisee. Upon request, Franchisor shall provide additional site visits, project management, design work and 
equipment purchasing services to Franchisee at Franchisee’s sole cost. 

5.4.4 Subject only to Force Majeure (provided that Franchisee continuously complies with 
Section 5.4.6 of this Agreement), Franchisee shall complete construction or renovation, as the case may be, of the 
Premises, the Licensed Restaurant and all improvements therein, including installation of all fixtures, signs, equipment 
and furnishings as soon as possible, but in any event within 6 months after commencement of construction, unless 
Franchisor consents in writing to a longer period of time. The operation of the Licensed Restaurant by Franchisee 
shall commence not later than the Scheduled Opening Date (see Section 1.1). 

5.4.5 The time periods for the commencement and completion of construction and the 
installation of fixtures, signs, machinery and equipment as referred to in this Section 5.4 are of the essence of this 
Agreement. If Franchisee fails to perform its obligations contained in this Section, the Franchisor may, without 
limiting the materiality of any other default of this Agreement, deem the Franchisee’s failure to so perform its 
obligations to constitute a material default of this Agreement. 

5.4.6 In the event of the occurrence of an event which Franchisee claims to constitute Force 
Majeure, Franchisee shall provide written notice to Franchisor in writing within 5 days following commencement of 
the alleged Force Majeure which notice shall include the words “Force Majeure” and explicitly describe the specific 
nature and extent of the Force Majeure, and how it has impacted Franchisee’s performance hereunder. Franchisee 
shall provide Franchisor with continuous updates (no less frequently than once each week) on Franchisee’s progress 
and diligence in responding to and overcoming the Force Majeure, and shall notify Franchisor immediately upon 
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cessation of such Force Majeure, and provide all other information as may be requested by Franchisor.  If Franchisee 
shall fail to notify Franchisor of any alleged Force Majeure within said 5 days, or shall fail to provide any such updates 
during the continuance of the alleged Force Majeure, Franchisee shall be deemed to have waived the right to claim 
such Force Majeure. 

5.4.7 Franchisor’s acceptance of Franchisee’s plans and specifications for the Approved 
Location, Franchisor’s guidance with the development of the Approved Location, and Franchisor’s authorization to 
open the Licensed Restaurant are to assure that Franchisee complies with Franchisor’s System Standards, and shall 
not be construed as any express or implied representation or warranty that the Approved Location complies with any 
Applicable Laws, codes or regulations or that the construction is sound or free from defects.  Franchisor’s criteria for 
acceptance or rejection do not encompass technical, architectural or engineering considerations. Franchisor will have 
no liability with respect to construction of the Approved Location, nor shall Franchisor be responsible in any way for 
delays or losses occurring during the design, construction or other preparation of the Licensed Restaurant, whether 
caused by the condition of the Approved Location, the design, engineering, construction, equipping, decorating, or 
stocking of the Licensed Restaurant, or any other reason. Franchisee expressly acknowledges and agrees that 
Franchisor does not, directly or indirectly, warrant or ensure that the design, decor, appearance, fixtures, layout, and/or 
other improvements of the Licensed Restaurant will guaranty Franchisee’s success. 

5.5 Maintaining and Remodeling of Licensed Restaurant. 

5.5.1 Franchisee shall maintain the condition and appearance of the Licensed Restaurant in a 
“like new” level of cosmetic appearance consistent with the image of Restaurants as attractive, clean, and efficiently 
operated, offering high quality food products and beverages, efficient and courteous service, and pleasant ambiance. 
If at any time in the Franchisor’s reasonable judgment, the state of repair, appearance or cleanliness of the Franchisee’s 
Premises (including the Licensed Restaurant and the non-Restaurant portion of Franchisee’s Premises, and parking 
areas) or its fixtures, equipment, furnishings, signs or utensils fail to meet the Franchisor’s System Standards therefor, 
Franchisee shall immediately upon receipt of notice from Franchisor specifying the action to be taken by Franchisee 
(within the time period specified by Franchisor), correct such deficiency, repair and refurbish the Licensed Restaurant 
and Premises, as applicable, and make such modifications and additions to its layout, decor and general theme, as may 
be required, including replacement of worn out or obsolete fixtures, equipment, furniture, signs and utensils, and repair 
and repainting of the interior and exterior of the Licensed Restaurant, the Premises and appurtenant parking areas (if 
any). Such maintenance shall not be deemed to constitute remodeling, as set forth below. 

5.5.2 In addition to Franchisee’s obligations under Section 5.5.1, during the Term, but not more 
frequently than once every 5 years during the Term and as a condition to Franchisee’s exercising its Successor 
Franchise Right, Franchisor may require Franchisee, at Franchisee’s sole cost and expense, to refurbish, remodel and 
improve the Licensed Restaurant to conform the Franchisee’s building design, trade dress, color schemes, and 
presentation of Marks to Franchisor’s then current specified public image (or image implemented or in development 
at a Restaurant owned or operated by Franchisor or any of its Affiliates). Such a remodeling may include extensive 
structural changes to the Licensed Restaurant and replacement or modification of furnishings, fixtures and equipment 
as well as such other changes as the Franchisor may direct, and Franchisee shall undertake such a program promptly 
upon notice from the Franchisor, and shall complete any such remodeling as expeditiously as possible, but in any 
event within 90 days of commencing same (and no later than the commencement of the applicable Successor Term), 
unless Franchisor expressly agrees to a longer period of time. 

5.5.3 If the Licensed Restaurant is damaged or destroyed by fire or any other casualty, 
Franchisee, within 90 days thereof, shall initiate such repairs or reconstruction, and thereafter in good faith and with 
due diligence continue (until completion) such repairs or reconstruction, in order to restore the premises of the 
Licensed Restaurant to its original condition prior to such casualty; any such repair and reconstruction shall be 
completed as soon as reasonably practicable but in any event within 6 months following the event causing the damage 
or destruction. If, in the Franchisor’s reasonable judgment, the damage or destruction is of such a nature or to such 
extent that it is feasible for Franchisee to repair or reconstruct the Approved Location and the Licensed Restaurant in 
conformance with Franchisor’s then current System Standards, including decor specifications, for new Restaurants, 
the Franchisor may require that Franchisee repair or reconstruct the Premises and Restaurant operated pursuant hereto 
in conformance with the then current System Standards. 
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ARTICLE 6 
TRAINING 

6.1 Initial Training Program. 

6.1.1 At no extra charge, Franchisor shall provide an Initial Training Program in the Franchisor’s 
System and methods of operation (the “Initial Training Program”) at Franchisor’s headquarters in Riverside, 
California and/or other location specified by Franchisor, to up to two (2) individuals selected by Franchisee who shall 
include the Designated Manager, and the Franchisee, if Franchisee is an individual, and Franchisee’s Operating 
Principal, if Franchisee is an Entity. Franchisee may, at Franchisor’s discretion, be required to pay Franchisor’s then-
current training fee for any personnel, beyond the initial two (2) individuals, who attend the Initial Training Program. 
The Initial Training Program shall consist of approximately 45 hours per week of training over a twelve (12) week 
period. The Initial Training Program shall be provided by Franchisor prior to the opening of the Licensed Restaurant 
and must be completed before the Licensed Restaurant opens to the public. Franchisee shall pay all travel, living, 
compensation, and other expenses, if any, incurred by Franchisee and/or Franchisee’s employees in connection with 
attendance at training programs. Franchisee may not open the Licensed Restaurant until such training shall have been 
completed to the satisfaction of Franchisor and Franchisee’s management team has been certified by Franchisor. All 
personnel attending training must have first successfully completed the ServSafe program and any other third party-
provided food safety training program designated by Franchisor. 

6.1.2 Franchisor shall determine the contents and manner of conducting the Initial Training 
Program in its discretion, however, the training course will be structured to provide practical training in the 
implementation and operation of a Restaurant and may include such topics as on-site food preparation, portion control, 
preparation and cooking procedures, packaging procedures, sanitation, Franchisor’s System Standards, marketing and 
customer service techniques, reports and equipment maintenance. 

6.1.3 The Initial Training Program shall not be provided if (i) Franchisee and/or any Affiliate of 
Franchisee owns or operates two or more Restaurants as of the Effective Date, provided however, that Franchisor 
may, in its sole discretion, require Franchisee and its Operating Principal and Designated Manager complete the Initial 
Training Program if Franchisee’s (or its Affiliate’s) existing Restaurants are not in compliance with Franchisor’s 
System Standards, or (ii) this Agreement is executed as a Successor Franchise Agreement. 

6.1.4 Franchisee acknowledges that because of Franchisor’s superior skill and knowledge with 
respect to the training and skill required to manage the Restaurant, its judgment as to whether or not the Franchisee or 
his manager has satisfactorily completed such training shall be determined by Franchisor in its judgment. If Franchisee 
and/or Franchisee’s employees do not successfully complete the Initial Training Program or additional training as 
required by Franchisor’s training department, Franchisor may withdraw its franchise approval. 

6.2 On-Site Opening Assistance.  Commencing at or shortly before the Licensed Restaurant opens to 
the public, Franchisor shall provide between two (2) weeks to one (1) month of on-site training (the exact duration to 
be determined by Franchisor) to Franchisee’s Operating Principal and Designated Manager(s) by placing one (1) 
experienced manager at the Licensed Restaurant (“On-Site Training”). Franchisor shall provide the On-Site Training 
at no additional charge; provided, however, that if Franchisor determines in its reasonable discretion that more than 
between two (2) weeks to one (1) month of on-site training is necessary, Franchisee must reimburse Franchisor for all 
travel, living, compensation, and other expenses, incurred by Franchisor as a result of extending the On-Site Training. 
The On-Site Training shall be provided at Franchisor’s sole discretion and control; however, the training will be 
structured to provide additional practical training in the implementation and operation of a Restaurant. 

6.3 Additional Training. 

6.3.1 All newly hired and replacement Operating Principal(s) and Designated Managers of the 
Licensed Restaurant shall be subject to Franchisor’s reasonable approval and shall successfully complete, to 
Franchisor’s satisfaction, the Initial Training Program conducted by Franchisor. In addition, if the Restaurant is not in 
compliance with Franchisor’s System Standards, Franchisor may, in its sole discretion, require Franchisee, 
Franchisee’s Operating Principal and Designated Manager re-attend and successfully complete, to Franchisor’s 
satisfaction, the Initial Training Program. Franchisee, or Franchisee’s Operating Principal, or a fully trained 
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Designated Manager shall, to Franchisor’s satisfaction, train each of Franchisee’s regular employees prior to when the 
Licensed Restaurant first opens to the public and at all times thereafter during the Term. At all times during the Term, 
Franchisee shall employ an adequate staff of employees working at the Licensed Restaurant who shall have been fully 
and adequately trained, in Franchisor’s judgment, and all such employees shall have completed all training 
certification(s) required by any Governmental Authority. Notwithstanding the first sentence of this Section, the 
Designated Managers of Franchisee shall have the skill level, training and experience commensurate with the demands 
of the position, and in keeping with Franchisor’s high standards for quality products, courteous service, and cleanliness 
of operations. 

6.3.2 Franchisee shall pay Franchisor’s then current, reasonable charges (as set forth in the 
Manuals) for any such training performed by Franchisor at Franchisee’s request, or which is otherwise required 
hereunder and not covered by Sections 6.1.1 and 6.2 of this Agreement. 

6.3.3 Franchisor may, from time to time, (i) require Franchisee, its Operating Principal and its 
Designated Manager(s), or any of them, to attend additional training courses or programs, though Franchisor will not 
require attendance more than twice per year, nor for more than three (3) days on each occasion (“Additional 
Training”) during the Term; or (ii) make available to Franchisee, its Operating Principal and the Designated 
Manager(s), or any of them, optional Additional Training during the Term. Additional Training may be held on a 
national or regional basis at locations selected by Franchisor to instruct Franchisee with regard to new procedures or 
programs which Franchisor deems, in its judgment, to be of material importance to the operation of the Licensed 
Restaurant. Such Additional Training may relate, by way of illustration, to product production techniques, new recipes, 
marketing, bookkeeping, accounting and general operating procedures, and the establishment, development and 
improvement of Information Systems. Franchisor may establish charges applicable to all franchisees similarly situated 
for such optional training courses. The time and place of such training courses shall be at Franchisor’s discretion. In 
addition to any charge Franchisor may establish, Franchisee shall pay all transportation costs, food, lodging and similar 
costs incurred in connection with attendance at such courses. Franchisor shall pay no compensation for any services 
performed by trainee(s) in connection with the Additional Training. 

6.3.4 Franchisor and its designees shall have the right to enter the Licensed Restaurant to conduct 
training programs for franchisees (and prospective franchisees) of Franchisor, from time to time and at a time and in 
a manner consistent with Franchisor’s reasonably established policies and procedures in effect from time to time. 

6.4 Annual Meeting.  Franchisee shall pay to Franchisor a registration fee, if one is assessed by 
Franchisor, of up to $500 per day to attend an annual franchise meeting or convention. 

6.5 Other Assistance. 

6.5.1 Franchisee shall have the right, at no additional charge, to inquire of Franchisor’s 
headquarters staff, its field representatives and training staff with respect to problems relating to the operation of the 
Licensed Restaurant, by telephone, electronic mail, facsimile, or other means of correspondence, and Franchisor shall 
use its best efforts to diligently respond to such inquiries, in order to assist Franchisee in the operation of the Licensed 
Restaurant. At no time shall reasonable assistance be interpreted to require Franchisor to pay any money to Franchisee 
or to defer Franchisees’ obligation to pay any sums to Franchisor. 

(a) At Franchisee’s request, Franchisor may, but shall not be obligated to (a) cause 
its field representatives to visit the Licensed Restaurant to advise, consult with, or train Franchisee in connection with 
its performance and operation of the Licensed Restaurant and Franchisee’s compliance with the Manuals; or (b) permit 
Franchisee or certain of its employees to provide assistance, consultation, or additional training at a Restaurant selected 
by Franchisor. If Franchisor provides such additional assistance, consultation or training to Franchisee such assistance, 
consultation or training will be subject to Franchisor’s capacity, scheduling, and discretion, but Franchisor shall not 
be obligated to provide that assistance, consultation or training, (d) Franchisee shall pay all travel, living, 
compensation, and other expenses, if any, incurred by Franchisee and/or Franchisee’s employees in connection with 
such additional assistance, consultation, or training, (e) Franchisor shall not pay any compensation to Franchisee or 
Franchisee’s employees for providing services at Franchisor’s or another Franchisee’s Restaurant in connection with 
the assistance, consultation, or training, and (f) Franchisee shall pay such training charges as may be then in effect, 
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and shall reimburse Franchisor for all transportation costs, food, lodging and similar costs incurred by Franchisor and 
its personnel in connection with such training. 

(b) At Franchisee’s request, Franchisor may, but shall not be obligated to, temporarily 
lend Franchisee trained employees to enable Franchisee to meet the Farmer Boys® System standards at opening or at 
other times when Franchisee may be temporarily understaffed. If this occurs, Franchisee must reimburse Franchisor 
for the employee’s wages or salary (including direct or indirect payroll costs, plus Franchisor’s our then-current 
markup, and any incidental costs incurred by the employee in fulfilling the temporary assignment that he or she would 
not incur in his or her usual employment. 

6.5.2 In the event of any sale transfer, or Assignment, the transferee/assignee must be approved 
and trained by Franchisor as a condition of Franchisor’s consent to such transfer. The Licensed Restaurant shall not 
be transferred, opened, or re-opened by the transferee until Franchisor accepts the transferee in writing as being 
qualified to operate the Restaurant and Franchisor has otherwise consented to the transfer in accordance with this 
Agreement. 

ARTICLE 7 
MANUALS AND STANDARDS OF 

OPERATOR QUALITY, 
CLEANLINESS AND SERVICE 

7.1 Compliance with Applicable Law.  Franchisee shall operate the Licensed Restaurant as a clean, 
orderly, legal and respectable place of business in accordance with Franchisor’s business standards and merchandising 
policies, and Franchisee and its Related Parties shall comply with all Applicable Laws. Without limiting the generality 
of the foregoing, Franchisee shall not cause or allow any part of its Approved Location or Premises to be used for any 
immoral or illegal purpose, and Franchisee shall in all dealings with its customers, suppliers, and public officials 
adhere to high standards of honesty, integrity, fair dealing and ethical conduct and refrain from engaging in any action 
(or failing to take any action) which will cause Franchisor to be in violation of any Applicable Law. Franchisee shall 
refrain from engaging in action (or failing to take any action), which in the sole opinion of Franchisor, causes or could 
cause harm to the Marks, the System and/or the FARMER BOYS® brand. If Franchisee shall receive any notice, 
report, fine, test results or the like from the applicable state or local department of health (or other similar 
Governmental Authority), or notice from any customer of a material health or safety issue or violation, Franchisee 
shall promptly send a copy of the same to Franchisor. Franchisee shall correct any such deficiency noted within 10 
days or such fewer number of days as required by the applicable Governmental Authority. 

7.2 Operating Principal and Management Employees. 

7.2.1 The Operating Principal shall be principally responsible for communicating and 
coordinating with Franchisor regarding business, operational and other ongoing matters concerning this Agreement 
and the Licensed Restaurant. The Operating Principal shall have the full authority to act on behalf of Franchisee in 
regard to performing, administering or amending this Agreement. The Operating Principal shall be vested with the 
authority and responsibility for the day-to-day operations of the Licensed Restaurant and all other Restaurants owned 
or operated, directly or indirectly, by Franchisee or its Affiliates within a geographic area specified by Franchisor. 
The Operating Principal shall, during the entire period he or she serves as such, meet the following qualifications, 
which shall be certified by Franchisor: (a) shall devote full time and best efforts solely to operation of all Restaurants 
owned or operated, directly or indirectly, by Franchisee or its Affiliates in such geographic area and to no other 
business activities; (b) meet Franchisor’s educational, experience, financial and other reasonable criteria for such 
position, as set forth in the Manuals or otherwise in writing by Franchisor; and (c) be an individual acceptable to 
Franchisor. The Operating Principal shall be responsible for all actions necessary to ensure that all Restaurants owned 
or operated, directly or indirectly, by Franchisee in such geographic area are operated in compliance with this 
Agreement and the Manuals. If during the Term the Operating Principal is not able to continue to serve in such capacity 
or no longer qualifies to act as such in accordance with this Section (including Franchisor’s subsequent disapproval 
of such person), Franchisee shall promptly notify Franchisor of such occurrence. Thereafter, Franchisee shall 
promptly, but not later than 30 days after the prior Operating Principal ceases to serve Franchisee, (w) designate a 
replacement operating principal who meets Franchisor’s then-current qualification requirements, which shall include 
a requirement to pass a qualification certification exam (x) provide Franchisor with such information about such new 
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Operating Principal as Franchisor may request, (y) cause such replacement Operating Principal to undergo, at 
Franchisee’s cost, such training as Franchisor may require, and (z) obtain Franchisor’s written acceptance of such 
person as the Operating Principal. Franchisor may, but is not required to, deal exclusively with the Operating Principal 
in such regards unless and until Franchisor’s actual receipt of written notice from Franchisee of the appointment of a 
successor Operating Principal who shall have been accepted by Franchisor. 

7.2.2 Franchisee shall notify Franchisor in writing at least 10 days prior to employing the 
Operating Principal setting forth in reasonable detail all information reasonably requested by Franchisor. Franchisor’s 
acceptance of the Operating Principal shall not constitute Franchisor’s endorsement of such individual or a guarantee 
by Franchisor that such individual will perform adequately for Franchisee or its Affiliates, nor shall Franchisor be 
estopped from subsequently disapproving or otherwise challenging such person’s qualifications or performance. 

7.2.3 Franchisee shall ensure that the operation of the Licensed Restaurant is at all times under 
the direct control of the Operating Principal or a Designated Manager. At all times that the Licensed Restaurant is 
open and at all times which pre-opening or post-closing activities are being undertaken at the Licensed Restaurant, 
the Licensed Restaurant shall be managed by a person that has successfully completed training (and if required, a 
person that is certified, by Franchisor in its discretion, for the performance of such responsibilities) and has 
successfully completed the ServSafe (or other third party-provided food safety training program designated by 
Franchisor) course and such other courses and training as may be specified by Franchisor and/or required by 
Applicable Law. Each such Designated Manager shall be solely dedicated to the operation of the Restaurant to which 
the person is assigned. Franchisee shall supervise, direct and be responsible for in all respects, the activities and 
performance of all Operating Principals, Designated Managers, and other employees of franchise and shall ensure 
compliance with the Manuals and otherwise. 

7.2.4 Upon the opening by Franchisee or its Affiliate of six (6) FARMER BOYS® Restaurants 
(including all Restaurants owned or operated by Franchisee and its Affiliates), Franchisee or one of such Affiliates 
shall hire and maintain a Multi-Unit Manager to oversee the operations of all six (6) restaurants (the “Multi-Unit 
Manager”), which Multi-Unit Manager shall not also be a Designated Manager of any one or more restaurants. The 
Multi-Unit Manager must successfully complete Franchisor’s Initial Training Program as well as any additional 
supervisory training Franchisor may designate and must be certified by Franchisor upon completion of each required 
training segment. Franchisee must hire an additional Multi-Unit Manager for each six (6) FARMER BOYS® 
Restaurants owned or operated by Franchisee and/or its Affiliates (e.g., one Multi-Unit Manager for 6 units, two Multi-
Unit Managers for 12 units, etc.). 

7.3 Computer/Information Systems. 

7.3.1 Franchisee shall purchase, use and maintain the Information Systems specified in the 
Manuals in accordance with the Franchisor’s System Standards. The Information Systems must at all times be 
connected to one or more high-speed communications media specified by Franchisor and be capable of accessing the 
Internet. Franchisee must electronically link the Information Systems to Franchisor or its designee. Franchisee shall 
allow Franchisor and/or its designee to access the Information Systems and stored files, and to add, remove, configure 
and modify information systems via any means including electronic polling and uploads, with or without notice. 
Franchisor may from time to time upon 30 days advance written notice require Franchisee, at Franchisee’s sole cost 
and expense, to add, update, upgrade or replace the Information Systems, including hardware and/or software. 
Although Franchisor cannot estimate the future costs of the Information Systems, required hardware, software, or 
service or support, and although these costs might not be fully amortizable over the time remaining in the Term, 
Franchisee agrees to acquire and incur the costs of obtaining and implementing the hardware, software and other 
components and devices comprising the Information Systems (including additions and modifications) and all support 
services, service and maintenance agreements and subscriptions prescribed by Franchisor to maintain, protect, and 
interface with Information Systems. Information Systems may be provided directly by third parties or may be sold, 
licensed or sublicensed by or through Franchisor at a reasonable one-time or recurring charge, and pursuant to forms 
of agreement prescribed by Franchisor. 

7.3.2 Franchisee shall not use or permit the use of the Information Systems for any unlawful or 
non-business-related activity. Franchisee shall not install or use, and shall prohibit others from installing and using, 
unauthorized hardware or other components and devices, software on or with the Information Systems. Franchisee 
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shall take all commercially reasonable measures to insure that the Information Systems are used strictly in accordance 
with Franchisor’s System Standards, including security protocols and protective measures including how passwords 
are assigned and rotated, prescribed limitations regarding which persons Franchisee may permit to access (via LAN, 
WAN, internet or otherwise), use, perform support and installation functions and conduct transactions with the 
Information Systems. No virus, Trojan horse, malicious code or other unauthorized code or software is installed on, 
or transmitted by, the Information Systems. Franchisee shall at all times provide Franchisor with all passwords, access 
keys and other security devices or systems as necessary to permit Franchisor to access the Information Systems and 
obtain the data Franchisor is permitted to obtain. Franchisor reserves the right to add, control, modify, govern and 
block any and all network and internet traffic, ports, protocols, and destinations. 

7.3.3 Franchisee shall, upon Franchisor’s request transmit e-mail, digital photos and real time 
video and audio signals of the Restaurant to, and in the form and manner prescribed by Franchisor. 

7.3.4 Within a reasonable time upon Franchisor’s request, Franchisee shall apply for and 
maintain systems for use of debit cards, credit cards, stored-value, loyalty and gift cards, certificates and other non- 
cash payment methods. Franchisee shall adhere to all PCI (Payment Card Industry), CISP (Cardholder Information 
Security Program) and SDP (Site Data Protection) compliance specifications, as amended. Franchisee shall sell, or 
otherwise issue, as Franchisor may designate, stored-value, loyalty and gift cards, certificates and other non-cash 
payment methods (collectively “Gift Cards”) that Franchisor may designate and only in the manner specified in the 
Manual. Franchisee shall fully honor all Gift Cards that are in the form approved or required by Franchisor, regardless 
of whether the Gift Card was issued by Franchisee or another franchisee or operator in the FARMER BOYS® System, 
or was purchased at any other location, such as a retail or grocery store, via the internet or via other means of 
distribution. Franchisee shall sell, issue and redeem (without any offset) Gift Cards in accordance with the procedures 
and policies Franchisor may specify in the Manuals or otherwise in writing (the “Gift Card Program”). Franchisee 
acknowledge that in connection with this Gift Card Program, Franchisee may be required to (a) enter into a separate 
agreement with a third party provider of Gift Card processing services under the terms and conditions as may be 
required by the third party for participation in the Gift Card Program; (b) purchase or upgrade, as necessary, hardware, 
software or other equipment, required for participation in the Gift Card Program; (c) purchase and maintain sufficient 
inventory of Gift Cards for sale at the Licensed Restaurant; (d) promote the sale of Gift Cards using only marketing 
methods and materials Franchisor approve; (e) comply in all material respects with all applicable laws, statutes and 
regulations in performing Franchisee obligations under this Agreement and otherwise in connection with the Gift Card 
Program; and (f) execute such other agreements or documents as may be reasonably required by Franchisor in 
connection with the Gift Card Program. Franchisee further acknowledges that Franchisor may discontinue or modify 
the Gift Card Program at any time, in its sole discretion, and Franchisee agrees to comply with Franchisor’s requests 
to discontinue or modify the Gift Card Program at any time. 

7.4 Manuals.  Franchisee shall participate in the System and operate the Licensed Restaurant in strict 
compliance with the standard procedures, policies, rules and regulations established by Franchisor and incorporated 
in Franchisor’s Manual(s). 

7.4.1 The subject matter of the Manuals may include matters such as: forms, information relating 
to product and menu specifications, purchase orders, general operations, labor management, Adjusted Gross Revenue 
reports, training and accounting; sanitation; staff certification, design specifications and uniforms; display of signs 
and notices; authorized and required Information Systems, equipment and fixtures, including specifications therefor; 
Mark usage; insurance requirements; lease requirements; ownership requirements, decor; standards for management 
and personnel, hours of operation; online directory and local advertising formats; standards of maintenance and 
appearance of the Licensed Restaurant; procedures upon the occurrence of a Crisis Management Event; and required 
posting of notices to customers as to how to contact the Franchisor to submit complaints and feedback; participation 
in surveys and mystery shopper programs; and such other matters and policies as Franchisor may reasonably elect to 
include which relate to the System or the franchise relationship under the System. In the event of any dispute as to the 
contents of the Manuals, the terms and contents of the master copy maintained by Franchisor shall be controlling. 

7.4.2 Franchisor shall have the right to modify the Manuals at any time and from time to time; 
provided, that no such modification shall alter Franchisee’s fundamental status and rights under this Agreement. 
Modifications in the Manuals shall become effective upon delivery of written or electronic notice thereof to Franchisee 
unless a longer period is specified in such written notice or unless a longer period is set forth in this Agreement. The 
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Manuals, as modified from time to time, shall be an integral part of this Agreement and reference made in this 
Agreement, or in any amendments, exhibits or schedules hereto, to the Manuals shall be deemed to mean the Manuals 
kept current by amendments from time to time. 

7.4.3 Upon the execution of this Agreement, Franchisor shall lend to Franchisee one copy of the 
Manuals, unless Franchisee purchased the Licensed Restaurant from an existing franchisee or Franchisee has entered 
into this Agreement as a Successor Franchise Agreement. The Manuals and all amendments to the Manuals (and 
copies thereof) are copyrighted and remain Franchisor’s property. They are loaned to Franchisee for the term of the 
Agreement, and must be returned to Franchisor immediately upon the Agreement’s termination or expiration. The 
Manuals are highly confidential documents which contain certain Trade Secrets of Franchisor. Franchisee shall not 
make, or cause or allow to be made, any copies, reproductions or excerpts of all or any portion of the Manuals without 
Franchisor’s express prior written consent. Upon the expiration or termination of this Agreement for any reason 
whatsoever, Franchisee shall immediately return the Manuals to Franchisor. Franchisee’s loss or unauthorized transfer 
of the Manuals, or other breach of this Section shall, without limiting the materiality of any other default of this 
Agreement, constitute a material default of this Agreement. 

7.4.4 Franchisor may establish and impose fines for violating Franchisee’s duties under this 
Agreement or the Manuals. The fact that fines may be imposed will neither be construed as a waiver of Franchisor’s 
right to require strict compliance with this Agreement and the Manuals, nor as liquidated damages. Franchisor may 
require Franchisee to pay such fines upon demand or may utilize EFT to collect such fines. Prior to enforcing any 
fines, Franchisor shall include the specifics of such fines, including the nature of the infractions and the dollar amounts, 
in the Manuals. Such fines shall, except to the extent prohibited by law, be generally applicable to all similarly situated 
franchisees. 

7.5 Hours.  Subject to Applicable Law or subsequent written agreement between Franchisor and 
Franchisee to the contrary, Franchisor and Franchisee agree that Licensed Restaurant shall be open and operational 7 
days per week, every day of the year (except the holidays stated in the Manuals on which Franchisee is authorized to 
close the Licensed Restaurant), and at least during the hours established by Franchisor in the Manuals. Franchisee 
shall diligently and efficiently exercise its best efforts to achieve the maximum Adjusted Gross Revenue possible from 
its Approved Location, and shall remain open for longer hours if additional opening hours are reasonably required to 
maximize operations and sales. Notwithstanding the foregoing, Franchisor may authorize or direct Franchisee and 
other franchisees to operate during hours and on fewer or more days than are specified in the Manuals and this 
Agreement. 

7.6 Product Line and Service.  Franchisee shall advertise, sell and serve all and only those Authorized 
FARMER BOYS® Products which Franchisor has directed to be advertised, sold and served at or from the Licensed 
Restaurant. All Authorized FARMER BOYS® Products shall be sold and distributed under the specific name 
designated by Franchisor and shall be purchased, inventoried, stored, prepared and served strictly in accordance with 
Franchisor’s recipes and specifications. Franchisee shall not remove any Authorized FARMER BOYS® Product from 
the Franchisee’s menu without Franchisor’s express written approval, nor may Franchisee take any action which is 
intended to diminish the maximum sales potential of any of the Authorized FARMER BOYS® Products. All sales by 
Franchisee shall be for retail consumption only. Franchisee will not knowingly permit the Restaurant to be filmed or 
used in any visual media (including movies, on the Internet and other product placement arrangements) without 
Franchisor’s prior written consent. 

7.7 Utensils, Fixtures and Other Goods.  All tableware, flatware, utensils, glasses, menus and other like 
articles used in connection with the Licensed Restaurant shall conform to Franchisor’s System Standards, shall be 
imprinted with Franchisor’s Marks, if and as specified by Franchisor, and shall be purchased by Franchisee from a 
Supplier approved in writing by Franchisor, as provided in Article 9 of this Agreement. No item of merchandise, 
furnishings, interior and exterior decor items, supplies, fixtures, equipment or utensils shall be used in or upon any 
Restaurant unless expressly approved by Franchisor. 

7.8 Menus. 

7.8.1 Authorized FARMER BOYS® Products shall be marketed by approved menu format(s) to 
be utilized in the Licensed Restaurant. The approved and authorized menu and menu format(s) may include, in 
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Franchisor’s discretion, requirements concerning organization, graphics, product descriptions, illustrations, and any 
other matters related to the menu(s), whether or not similar to those listed. In Franchisor’s discretion, the menu and/or 
menu format(s) may vary depending upon region, market size, and other factors. Franchisor may change the menu 
and/or menu format(s) from time to time or region to region or authorize tests from region to region or authorize non-
uniform regions or Restaurants within regions. Franchisee shall have 10 days to implement all such changes to the 
menu(s). 

7.8.2 Franchisee shall, upon receipt of notice from Franchisor, add, delete, or update any 
Authorized FARMER BOYS® Products to its menu(s) according to the instructions contained in the notice. 
Franchisee shall have 10 days after receipt of written notice in which to fully implement any such change. Franchisee 
shall cease selling any previously approved product within 10 days after receipt of notice that the product is no longer 
approved. Franchisor may instruct Franchisee to remove any item from the menu(s) on an emergency basis and 
Franchisee must comply with such instruction immediately. Franchisor shall not be liable to Franchisee for any losses 
sustained by Franchisee in connection with such instruction (or Franchisee’s failure to comply with such instruction). 

7.8.3 All food products sold by Franchisee shall be of the highest quality, and the ingredients, 
composition, specifications, and preparation of such food products shall comply with the instructions and other 
requirements communicated by Franchisor or contained in Franchisor’s Manuals from time to time. 

7.8.4 Franchisee may request that Franchisor approve additional menu items, including food, 
beverage and merchandise, to be offered at the Licensed Restaurant. Franchisee shall request, in writing, that 
Franchisor approve such additional menu items and the Supplier of such items. Upon receiving the written request, 
Franchisor shall evaluate the suggested menu items and the Supplier of such items in its sole discretion whether 
Franchisee shall be permitted to offer such items at the Licensed Restaurant. Only upon receiving written approval by 
Franchisor, Franchisee may offer such additional menu items, subject to any conditions and/or limitations imposed by 
Franchisor. In accordance with Section 11.10, all Intellectual Property rights in and to the recipes and the methods 
and specifications for preparation of such menu items shall belong to Franchisor. 

7.9 Notification of Legal Proceedings; and Crisis Management Events. 

7.9.1 Franchisee shall notify Franchisor in writing promptly, but in any event within 10 days 
after Franchisee receives actual notice, of the commencement of any investigation, action, suit, or other proceeding, 
or the issuance of any order, writ, injunction, award, or other decree of any court, agency, or other Governmental 
Authority that pertains to the Licensed Restaurant or that may adversely affect Franchisee’s operation of the Licensed 
Restaurant or ability to meet its obligations hereunder. 

7.9.2 Upon the occurrence of a Crisis Management Event, Franchisee shall immediately inform 
Franchisor, as instructed in the Manuals or otherwise by Franchisor, by telephone and email (or other electronic 
messaging medium authorized by Franchisor for this purpose). Franchisee shall cooperate fully with Franchisor with 
respect to Franchisor’s response to the Crisis Management Event. In the event of the occurrence of a Crisis 
Management Event, Franchisor may also establish emergency procedures pursuant to which Franchisor may require 
Franchisee to, among other things, temporarily close the Licensed Restaurant to the public, in which event Franchisor 
shall not be liable to Franchisee for any losses or costs, including consequential damages or loss profits occasioned 
thereby. 

7.10 Signs.  Franchisee shall maintain approved signs and/or awnings at, on, or near the front of the 
Premises, identifying the Approved Location as a Restaurant, which shall conform in all respects to Franchisor’s 
System Standards and requirements and the layout and design plan approved for the Approved Location, subject only 
to restrictions imposed by Applicable Law. On receipt of notice by Franchisor of a requirement to alter any existing 
sign on its premises, Franchisee will, at its cost, make the required changes within 30 days, subject to the approval of 
the lessor if required by Franchisee’s Lease. Franchisee will not be required to alter or replace the existing sign more 
than once every five years. 

7.11 Uniforms and Employee Appearance.  Franchisee shall cause all employees, while working in the 
Licensed Restaurant, to: (i) wear uniforms of such color, design, and other specifications as Franchisor may designate 
from time to time, and (ii) present a neat and clean appearance. If Franchisor removes the type of uniform utilized by 
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Franchisee from the list of approved uniforms, Franchisee shall have 60 days from receipt of written notice of such 
removal to discontinue use of its existing inventory of uniforms and implement the approved type of uniform. In no 
case shall Franchisee permit any employee of Franchisee to wear the required uniform except while working at the 
Licensed Restaurant; without limiting the generality of the foregoing, the uniform may not be worn off Premises for 
any other purpose (other than while commuting to and from work at the Licensed Restaurant). 

7.12 Vending or Other Machines.  Franchisee will install an in-store music system on the Restaurant 
premises, but except with Franchisor’s written approval, Franchisee shall not cause or permit vending, gaming 
machines, pay telephones, automatic teller machines, Internet kiosks or any other mechanical or electrical device to 
be installed or maintained at the Approved Location. Franchisee shall operate each in store music system located at 
the Restaurant premises without charge to Franchisee’s customers and otherwise in accordance with the Manuals. 

7.13 Co-Branding.  Franchisee may not engage in any co-branding in or in connection with the Licensed 
Restaurant except with Franchisor’s prior written consent. Franchisor shall not be required to approve any co-branding 
chain or arrangement except in its discretion, and only if Franchisor has recognized that co-branding chain as an 
approved co-brand for operation within Restaurants. “Co-branding” includes the operation of an independent 
business, product line or operating system owned or licensed by another entity (not Franchisor) that is featured or 
incorporated within the Franchisee’s Premises or is adjacent to Franchisee’s Premises and operated in a manner which 
is likely to cause the public to perceive it to be related to the Restaurant licensed and franchised hereunder. An example 
would be an independent ice cream store or counter installed within Franchisee’s Premises. 

7.14 Intranet. 

7.14.1 Franchisor has established and maintains an Intranet through which franchisees of 
Franchisor may communicate with each other, and through which Franchisor and Franchisee may communicate with 
each other and through which Franchisor disseminates the Manuals, updates thereto and other confidential 
information. Franchisor shall have discretion and control over all aspects of the Intranet, including the content and 
functionality thereof. Franchisor will have no obligation to maintain the Intranet indefinitely, and may dismantle it at 
any time without liability to Franchisee. 

7.14.2 Franchisee shall have the mere privilege to use the Intranet, subject to Franchisee’s strict 
compliance with the System Standards, protocols and restrictions that Franchisor may establish from time to time. 
Such System Standards, protocols and restrictions may relate to, among other things, (a) the use of abusive, slanderous 
or otherwise offensive language in electronic communications, (b) communications between or among franchisees 
that endorse or encourage Default of any franchisee’s franchise agreement, or other agreement with Franchisor or its 
Affiliates, (c) confidential treatment of materials that Franchisor transmits via the Intranet, (d) password protocols and 
other security precautions, including limitations on the number and types of employees that may be granted access to 
the Intranet, (e) grounds and procedures for Franchisor’s suspending or revoking a franchisee’s access to the Intranet, 
and (f) a privacy policy governing Franchisor’s access to and use of electronic communications that franchisees post 
to the Intranet. Franchisee acknowledges that, as administrator of the Intranet, Franchisor can technically access and 
view any communication that any person posts on the Intranet. Franchisee further acknowledges that the Intranet 
facility and all communications that are posted to it will become Franchisor’s property, free of any claims of privacy 
or privilege that Franchisee or any other person may assert. 

7.14.3 Upon Franchisor’s request, Franchisee shall establish and continually maintain (during all 
times that the Intranet shall be established and until the termination of this Agreement) an electronic connection (the 
specifications of which shall be specified in the Manuals) with the Intranet that allows Franchisor to send messages to 
and receive messages from Franchisee, subject to the System Standards. 

7.14.4 At Franchisor’s request, Franchisee shall contribute a reasonable amount toward the cost 
of the Intranet’s maintenance, as imposed from time to time by Franchisor. Such contribution shall be established by 
Franchisor by not later than January 31 of each applicable year and shall be payable 30 days thereafter. 

7.14.5 If Franchisee shall default under this Agreement or any other agreement with Franchisor 
or its Affiliate, Franchisor may, in addition to, and without limiting any other rights and remedies available to 
Franchisor, disable or terminate Franchisee’s access to the Intranet without Franchisor having any liability to 
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Franchisee, and in which case Franchisor shall only be required to provide Franchisee a paper copy of the Manuals 
and any updates thereto, if none have been previously provided to Franchisee, unless not otherwise entitled to the 
Manuals. 

7.14.6 If Franchisor has enabled the Intranet to facilitate Franchisee ordering goods and products 
from Franchisor and other vendors, then to the maximum extent possible, Franchisee shall order and purchase through 
the Intranet all good and products available for purchase through the Intranet. 

ARTICLE 8 
ADVERTISING AND CO-OPS 

8.1 General Marketing Requirements.  Franchisee shall only use and display approved advertising 
material provided, from time to time, by Franchisor and shall use and display all material in accordance with 
Franchisor’s Policies. Franchisee must obtain the prior written consent of Franchisor to use and/or display any 
advertising materials, including, without limitation, all print advertising, newspaper and magazine advertisements, 
direct mailers and mail coupons, not provided by Franchisor. Franchisee shall submit all such materials to Franchisor 
for approval and Franchisor shall grant or deny such approval within in 15 days of receiving the materials. If Franchisor 
has not approved such materials within 15 days, the materials shall be deemed disapproved. Any advertising materials 
or concepts created by Franchisee and approved by Franchisor shall be deemed the sole and exclusive property of 
Franchisor. Franchisor may, in its discretion, require Franchisee to cease using any advertising materials which it has 
previously approved and upon receiving notification from Franchisor, Franchisee shall cease using such materials. 

8.2 Local Advertising and Promotion. 

8.2.1 Each calendar year, Franchisee shall expend no less than 1% of its Adjusted Gross Revenue 
for local advertising of the Licensed Restaurant is primarily directed to people or companies within the Territory, if 
Franchisee has a single Restaurant franchise, or within the “Development Area” defined in Franchisee’s Area 
Development Agreement, if applicable (“Local Advertising Expenditure”). Such local advertising does not include 
the cost of Franchisee listing the Licensed Restaurant in online and telephone directories. Franchisee shall deliver 
evidence of local advertising expenditures in the form and manner prescribed by Franchisor from time to time. Upon 
the request of Franchisor, Franchisee shall provide an advertising plan which details the local advertising to be 
conducted over a 12-month period. Franchisor hereby reserves the right to reject all or part of such plan and Franchisee 
shall revise the plan in response thereto. Unless Franchisor shall give its express written consent, Franchisee shall not 
use the Local Advertising Expenditure for online directory advertising, market-wide research, seminars, 
entertainment, fees paid to consultants not approved by Franchisor, incentive programs or the value of discounts given 
to customers, labor or overhead costs, charitable contributions, press parties, or specialty items (unless part of a 
market-wide program approved by Franchisor and the cost of the same is not recovered by promotion). Local 
Advertising Expenditures may include the expense of preparing, publishing, or broadcasting approved advertising 
materials. Franchisee must submit, on a monthly basis, copies of invoices for advertising materials and/or media space 
and time, showing compliance with the provisions of this paragraph during the immediately preceding month. 
Advertising expenditures in excess of the required minimum in any quarter may be used to offset shortfalls in any 
later month, as long as the total advertising expenditures for the calendar year, on a cumulative basis, equal or exceed 
the stated minimum. Fifty percent (50%) of money paid by Franchisee into a cooperative advertising account 
maintained by a regional advertising cooperative may be credited against the local advertising spending requirement, 
in a maximum amount equal to one-half percent (.5%) of Adjusted Gross Revenue. 

8.3 Marketing Fund. 

8.3.1 Franchisee’s Marketing Fund Contribution shall be applied to the Marketing Fund. An 
amount equal to all Marketing Fund revenues and allocations will be expended for national, regional, or local 
advertising, public relations or promotional campaigns or programs designed to promote and enhance the image, 
identity or patronage of franchised, and Franchisor-owned (including Affiliate-owned) Restaurants. Such expenditures 
may include: (a) creative development, production and placement of print advertisements, commercials, musical 
jingles, decals, radio spots, audio advertising, point of purchase materials, direct mail pieces, literature, outdoor 
advertising, door hangers, electronic media advertisements, and other advertising and promotional material; (b) 
creative development, preparation, production and placement of video, audio and written materials and electronic 
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media, (c) to purchase artwork and other components for advertising; (d) media placement and buying, including all 
associated expenses and fees; (e) administering regional and multi-regional marketing and advertising programs; (f) 
market research, marketing studies and customer satisfaction surveys, including the use of secret shoppers or guest 
feedback programs; (g) research, development and production of, and, to the extent applicable, acquisition of, 
premium items, giveaways, promotions, contests, public relations events, and charitable or nonprofit events; (h) 
creative development of signage, posters, and individual décor items including wall graphics; (i) recognition and 
awards events and programs; (j) system recognition events, including periodic national and regional conventions and 
meetings; (k) website, extranet and/or Intranet development, implementation and maintenance; (l) development, 
implementation and maintenance of a website that permits electronic commerce, reservation system and/or related 
strategies; (m) retention and payment of advertising and promotional agencies and other outside advisors, including 
retainer and management fees; (n) public relations and community involvement activities and programs; (o) 
expenditures for activities conducted for the benefit of co-branding, or other arrangements where FARMER BOYS® 
Brand Products and/or services are offered in conjunction with other marks or through alternative channels of 
distribution; (p) development, amendment and revisions to the System Standards set forth in the Manuals, including 
research and development of new or revised Restaurant trade dress and brand identity; trademarks and service marks, 
and specialized cooking or other equipment or fixtures for use in connection with the operation of the Restaurants, (q) 
research and development and establishment of in store music and entertainment systems, including payment of 
ASCAP, BMI and other licensing fees for use of third party intellectual property, including copyrighted music and 
video recordings, on behalf of Restaurants operated by franchisees, Franchisor and its Affiliates; (r) purchase or 
reimbursement of Franchisor’s purchase of advertising injury insurance coverage under Franchisor policies; and (s) 
payment to Franchisor or its Affiliates, for internal expenses incurred related to brand advertising, the operation of its 
marketing/advertising department(s), if any, and the administration of the Marketing Fund. 

8.3.2 Franchisor may employ individuals, consultants or advertising or other agencies, including 
consultants or agencies owned by, operated by or affiliated with Franchisor, to provide services for the Marketing 
Fund. The Marketing Fund may be used to defray direct expenses of Franchisor employees related to the operation of 
the Marketing Fund, to pay for attorneys’ fees and other costs related to the defense of claims against the Marketing 
Fund or against Franchisor relating to the Marketing Fund, and to pay costs with respect to collecting amounts due to 
the Marketing Fund. 

8.3.3 Franchisor shall determine, in its discretion, the cost, media, content, format, style, timing, 
allocation and all other matters relating to such advertising, public relations and promotional campaigns. Franchisee 
acknowledges that not all Franchisees are or shall be required to contribute, or contribute the same percentage of 
Adjusted Gross Revenue, to the Marketing Fund. Nothing herein shall be construed to require Franchisor to allocate 
or expend Marketing Fund contributions or allocations so as to benefit any particular franchisee, Franchisee or group 
of franchisees or franchisees on a pro rata or proportional basis or otherwise.  Except as directed in writing by 
Franchisor, Franchisee must participate in all advertising, marketing, promotions, research and public relations 
programs instituted by the Marketing Fund. Franchisor may make copies of advertising materials available to 
Franchisee with or without additional reasonable charge, as determined by Franchisor. Any additional advertising 
shall be at the sole cost and expense of Franchisee. The Marketing Fund shall, as available, provide to Franchisee 
marketing, advertising and promotional formats and sample materials at the Marketing Fund’s direct cost of producing 
such items, plus shipping and handling. Franchisor (or its Affiliate) may collect rebates and allowances and credits 
from suppliers based on purchases or sales by Franchisee, contribute all or a portion to the Marketing Fund, or 
otherwise use such sums for advertising the FARMER BOYS® brand, or one or more of the purposes described in 
Section 8.3.1, or remit all or a portion of such amounts to franchisees in good standing for use in local advertising or 
other designated purposes, as determined by Franchisor. Any such contribution of such rebates or credits to the 
Marketing Fund shall not reduce Franchisee’s obligation to pay the Marketing Fund Contribution. Franchisor may 
include information regarding acquiring a franchise on or as a part of materials and items produced by or for the 
Marketing Fund. 

8.3.4 Franchisor shall either (i) transfer the Marketing Fund Contributions to a separate Entity to 
whom Franchisor has assigned or delegated the responsibility to operate and maintain the Marketing Fund, or 
(ii) administratively segregate on its books and records all Marketing Fund Contributions received from Franchisee 
and all other franchisees of Franchisor. Nothing herein shall be deemed to create a trust fund, and Franchisor may 
commingle advertising fees with its general operating funds and expend such sums in the manner herein provided. 
For each Restaurant that Franchisor or any of its Affiliate operates, Franchisor or such Affiliate will similarly allocate 
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to the Marketing Fund the amount that would be required to be contributed to the Marketing Fund if it were a licensed 
Restaurant, based on the contribution rate in effect at the time the Restaurant is opened by, or is transferred from an 
existing franchisee to, Franchisor or its Affiliate. 

8.3.5 If less than the total of all contributions and allocations to the Marketing Fund are expended 
during any fiscal year, such excess may be accumulated for use during subsequent years. Franchisor may spend in any 
fiscal year an amount greater or less than the aggregate contributions to the Marketing Fund in that  year and may 
cause the Marketing Fund to borrow funds to cover deficits or invest surplus funds. If Franchisor (or an Affiliate) 
advances money to the Marketing Fund, it will be entitled to be reimbursed for such advances. Any interest earned on 
monies held in the Marketing Fund may be retained by Franchisor for its own use in its discretion. Within 60 days 
following each fiscal year, Franchisor shall prepare a statement of contributions and expenditures for the Marketing 
Fund and, upon Franchisee’s written request, Franchisor shall provide such information to Franchisee. 

8.4 Co-op Advertising.  The Franchisor may, but is not obligated to, from time to time establish regions 
for co-operative advertising (“Co-op Advertising Regions”), to coordinate advertising, marketing efforts and 
programs and maximizing the efficient use of local and/or regional advertising media. 

8.4.1 If and when Franchisor creates a Co-op Advertising Region for the region in which the 
Restaurant operated hereunder is located, Franchisee (and, if Franchisor or an Affiliate of Franchisor owns a 
Restaurant in such Co-op Advertising Region, then Franchisor or such Affiliate of Franchisor), shall become a 
subscriber and member thereof and shall execute and participate in accordance with the Subscription Agreement and 
the Certificate of Incorporation and Bylaws of such Co-op Advertising Region on the forms prescribed by Franchisor. 
The size and content of such regions, when and if established by the Franchisor, shall be binding upon Franchisee, 
and all other similarly situated franchisees of the System and Franchisor or such Affiliate of Franchisor, if it operates 
Restaurants in the region. At all meetings of such Co-op Advertising Region each participating Franchisee, as well as 
Franchisor (or such Affiliate), if applicable, shall be entitled to one vote for each Restaurant located within such Co-
op Advertising Region or such other vote as may reasonably be determined by Franchisor. 

8.4.2 Franchisee and other members of the Co-op Advertising Region, whose agreements require 
their participation, will contribute to the Co-op Advertising Region such amount as may be determined by Franchisor; 
provided, however, the rate of contribution may be increased in excess of such amount from time to time upon the 
affirmative vote or consent of not less than a majority of the voting power of the Co-op Advertising Region, but the 
Co-op Advertising Region may not reduce any minimum contribution rate established by Franchisor (subject to the 
limitations set forth in this Section). 

8.4.3 Subject to Section 8.4.1 of this Agreement, each Co-op Advertising Region will decide as 
to the usage of funds available to it for media time, production of media materials, whether for radio, television, 
newspapers or Restaurant level materials such as flyers, or posters, or for any other type of advertising or marketing 
use, and then such Co-op Advertising Region shall in writing request approval from Franchisor to use said funds in 
said manner. Franchisor shall not withhold approval unreasonably, but no placement of advertising or commitment of 
advertising funds on behalf of a Co-op Advertising Region will be made without Franchisor’s prior written approval. 
Franchisor reserves the right to establish general standards concerning the operation of the Co-op Advertising Region, 
advertising agencies retained by Co-op Advertising Region, and advertising programs conducted by Co-op 
Advertising Region. Any disputes (other than pricing) arising among or between Franchisee, other franchisees, and/or 
the Co-op Advertising Region may be resolved by Franchisor whose decision shall be final and binding on all parties. 
No Co-op Advertising Region may appoint or pay from the funds collected by the Co-op Advertising Region fees or 
costs of any advertising agency or buying group without the prior written permission of Franchisor. 

8.5 Telephone Numbers and Directory Advertising. In addition to the Marketing Fund Contributions 
and Franchisees required expenditures under Sections 8.2 and 8.3, Franchisee shall, at its sole expense, subscribe for 
and maintain throughout the Term, one or more listed telephone numbers which shall be listed in online or telephone 
directories or directories as Franchisor may reasonably designate or approve which service Franchisee’s trade area, as 
reasonably determined by Franchisor. Franchisor reserves the right to establish general standards concerning directory 
and other types of advertising. 
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8.6 Promotional Campaigns.  From time to time during the term hereof, Franchisor shall have the right 
to establish and conduct promotional campaigns on a national or regional basis, which may by way of illustration and 
not limitation promote particular products or marketing themes. Franchisee and each Co-op Advertising Region, if 
any, agrees to participate in such promotional campaigns upon such terms and conditions as the Franchisor may 
establish. Franchisee acknowledges and agrees that such participation may require Franchisee to purchase point of 
sale advertising material, posters, flyers, product displays and other promotional material (unless provided at no charge 
through the Marketing Fund). 

8.7 Internet. 

8.7.1 Neither Franchisee nor its Affiliate, nor their respective Owners or Related Persons, shall 
directly or indirectly develop, create, generate, own, license, lease or use in any manner any computer medium or 
electronic medium (including any Internet home page, e-mail address, website, domain name, bulletin board, 
newsgroup or other Internet-related medium or activity) which in any way uses or displays, in whole or part, the 
Marks, or any of them, or any words, symbols or terms confusingly similar thereto without Franchisor’s express prior 
written consent, and then only in such manner and in accordance with such System Standards as Franchisor may 
establish from time to time. 

8.7.2 Franchisor has established one or more Internet web sites. Franchisor shall have discretion 
over the design, content and functionality of such web sites. Franchisor may include one or more interior pages that 
identifies Restaurants operated under the Marks, including the Licensed Restaurant, by among other things, 
geographic region, address, telephone number(s), and menu items. Such web-site(s) may also include one or more 
interior pages dedicated to the sale of franchises by Franchisor and/or relations with Franchisor’s or its Affiliate’s 
investors. Franchisor may permit Franchisee to periodically select from Franchisor’s designated alternative design 
elements for an interior page (or portion thereof) dedicated to the Licensed Restaurant. Such designated alternative 
design elements may change from time to time. Franchisor will implement any such designated design elements or 
changes promptly, subject to Franchisor’s business needs and scheduling availability. Franchisor may disable or 
terminate such website(s), in whole or in part, without Franchisor having any liability to Franchisee. 

8.7.3 Franchisee acknowledges and agrees that Franchisor (or its Affiliate) is the owner of, and 
will retain all right, title and interest in and to (i) the domain names “Farmer Boys”; (ii) the URLs: 
www.farmerboys.com, www.farmerboys.biz, www.farmerboys.info, www.fastaurant.biz, www.fastaurant.info, 
www.fastaurant.net, www.fastaurant.org; all existing and future domain names, URLs, future addresses and sub-
addresses using the Marks in any manner; (iii) means all computer programs and computer code (e.g., HTML, XML 
DHTML, Java) used for or on the Franchisor’s web site(s), excluding any software owned by third parties; (iv) all 
text, images, sounds, files, video, designs, animations, layout, color schemes, trade dress, concepts, methods, 
techniques, processes and data used in connection with, displayed on, or collected from or through Franchisor’s web 
site(s); and (iv) all intellectual property rights in or to any of the foregoing. 

ARTICLE 9 
DISTRIBUTION AND PURCHASE OF 

EQUIPMENT, SUPPLIES, AND OTHER PRODUCTS 

9.1 FARMER BOYS® Brand Products.  At all times throughout the Term, Franchisee shall purchase 
and maintain in inventory such types and quantities of FARMER BOYS® Brand Products as are needed to meet 
reasonably anticipated consumer demand. Franchisee shall purchase FARMER BOYS® Brand Products solely and 
exclusively from Franchisor or its designees. 

9.2 Proprietary Products.  Franchisor may, from time to time throughout the Term, require that 
Franchisee purchase, use, offer and/or promote, and maintain in stock at the Licensed Restaurant (i) in such quantities 
as are needed to meet reasonably anticipated consumer demand, certain proprietary products, sauces, dressings, 
condiments, beverages, food products and other ingredients and raw materials, which are grown and produced or 
manufactured in accordance with Franchisor’s Trade Secrets, proprietary recipes, specifications and/or formulas or 
which Franchisor designates as “proprietary,” and (ii) certain packaging, Information Systems, other products, 
supplies, services and equipment designated by Franchisor as “proprietary” (“Proprietary Products”). Franchisee 
shall purchase Proprietary Products only from Franchisor or its Affiliates (if they sell the same), or Franchisor’s 

http://www.farmerboys.com/
http://www.farmerboys.biz/
http://www.farmerboys.info/
http://www.fastaurant.biz/
http://www.fastaurant.info/
http://www.fastaurant.info/
http://www.fastaurant.net/
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designees. Franchisor shall not be obligated to reveal such Trade Secrets, recipes, specifications and/or formulas of 
such Proprietary Products to Franchisee, non-designated suppliers, or any other third parties. 

9.3 Non-Proprietary Products.  Franchisor may designate certain food products, condiments, 
merchandise, beverages, raw materials, fixtures, furnishings, equipment, uniforms, supplies, paper goods, services, 
menus, packaging, forms, Information Systems, and other products, supplies, services and equipment, other than 
Proprietary Products, which Franchisee may or must use and/or offer and sell at the Licensed Restaurant (“Non- 
Proprietary Products”). Franchisee may use, offer or sell only such Non-Proprietary Products that Franchisor has 
expressly authorized, and that are purchased or obtained from Franchisor or a producer, manufacturer, distributor, 
supplier or service provider (“Supplier”) designated or approved by Franchisor pursuant to Section 9.3.2 of this 
Agreement. 

9.3.1 Franchisee may purchase authorized Non-Proprietary Products from (i) Franchisor or its 
Affiliates (if they sell the same); (ii) Suppliers designated by Franchisor; or (iii) Suppliers selected by Franchisee and 
approved in writing by Franchisor prior to Franchisee making such purchase(s) and who must comply with 
Franchisor’s requirements including those regarding insurance, indemnification, and non-disclosure, and demonstrate 
to the satisfaction of Franchisor: (a) its ability to supply a Non-Proprietary Product meeting Franchisor’s System 
Standards, which may include specifications as to brand name, model, contents, manner of preparation, ingredients, 
quality, freshness and compliance with governmental standards and regulations; (b) its reliability with respect to 
delivery and the consistent quality of its products or services; and (c) its ability to meet such other requirements as 
determined by Franchisor to be in the best interest of the system. 

9.3.2 If Franchisee should desire to procure authorized Non-Proprietary Products from a Supplier 
other than Franchisor or one previously approved or designated by Franchisor (and not subsequently disapproved), 
Franchisee shall deliver written notice to Franchisor of its desire to seek approval of such Supplier, which notice shall 
(a) identify the name and address of such Supplier, (b) contain such information as may be requested by Franchisor 
or required to be provided pursuant to the Manuals (which may include reasonable financial, operational and economic 
information regarding its business and its product), and (c) identify the authorized Non-Proprietary Products desired 
to be purchased from such Supplier. Franchisor shall, upon request of Franchisee, furnish to Franchisee the general, 
but not manufacturing specifications for such Non-Proprietary Products if such are not contained in the Manuals. The 
Franchisor may thereupon request that the proposed Supplier furnish Franchisor at no cost to Franchisor, product 
samples, specifications and such other information as Franchisor may require. Franchisor or its representatives, 
including qualified third parties, shall also be permitted to inspect the facilities of the proposed Supplier and establish 
economic terms, delivery, service and other requirements consistent with other distribution relationships for other 
Restaurants. 

9.3.3 Franchisor will use its good faith efforts to notify Franchisee of its decision within 60 days 
after Franchisor’s receipt of Franchisee’s request for approval and other requested information and items in full 
compliance with this Section 9.3; should Franchisor not deliver to Franchisee, within 60 days after it has received 
such notice and all information and other items requested by Franchisor in order to evaluate the proposed Supplier, a 
written statement of approval with respect to such Supplier, such Supplier shall be deemed disapproved as a Supplier 
of the authorized Non-Proprietary Products described in such notice. 

9.4 Supplier Approvals.  Nothing in this Article 9 shall require Franchisor to approve any Supplier, and 
without limiting Franchisor’s right to approve or disapprove a Supplier in its discretion, Franchisee acknowledges that 
it is generally disadvantageous to the system from a cost and service basis to have more than one Supplier in any given 
market area and that among the other factors Franchisor may consider in deciding whether to approve a proposed 
Supplier, it may consider the effect that such approval may have on the ability of Franchisor, its Affiliates and other 
franchisees to obtain the lowest distribution costs and on the quality, uniformity and safety of products offered system-
wide, as well as the ability to quickly and efficiently trace the original source of all products used in connection with 
the operation of FARMER BOYS® Restaurants. 

9.4.1 Without limiting the foregoing, Franchisor may disapprove a proposed Supplier, if in 
Franchisor’s opinion, the approval of the proposed Supplier would disrupt or adversely impact Franchisor’s national 
or regional distributional arrangements. Franchisor may also determine that certain Non-Proprietary Products (e.g. 
beverages) shall be limited to a designated brand or brands set by Franchisor. Franchisor may revoke its approval upon 
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the Supplier’s failure to continue to meet any of Franchisor’s criteria. Franchisee agrees that at such times that 
Franchisor establishes a regional purchasing program for any Authorized FARMER BOYS® Products, any raw 
materials used in the preparation of Authorized FARMER BOYS® Products, Proprietary Products or Non- Proprietary 
Products used in the operation of the Licensed Restaurant, which may benefit Franchisee by reduced price, lower labor 
costs, production of improved products, increased reliability in supply, improved distribution, raw material cost 
control (establishment of consistent pricing for reasonable periods to avoid market fluctuations), improved operations 
by Franchisee or other tangible benefits to Franchisee, or food safety and/or supply chain control benefits to 
Franchisor, Franchisee will participate in such purchasing program in accordance with the terms of such program. 

9.4.2 As a further condition of its approval of a Supplier, Franchisor may require a Supplier to 
execute a license or other agreement prescribed by Franchisor, agreeing in writing: (i) to provide from time to time 
upon Franchisor’s request free samples of any Non-Proprietary Product it intends to supply to Franchisee, (ii) to 
faithfully comply with Franchisor’s System Standards for applicable Non-Proprietary Products sold by it, (iii) to sell 
any Non-Proprietary Product bearing the Franchisor’s Marks only to franchisees and Franchisees of Franchisor and 
only pursuant to a trademark license agreement in form prescribed by Franchisor, (iv) to provide to Franchisor 
duplicate purchase invoices for Franchisor’s records and inspection purposes and (v) to otherwise comply with 
Franchisor’s reasonable requests. 

9.4.3 Franchisee or the proposed Supplier shall pay to Franchisor in advance (or upon 
Franchisor’s request, reimburse Franchisor for) all of Franchisor’s anticipated costs in reviewing the application of 
the Supplier to service the Franchisee and all current and future costs and expenses, including travel and living costs, 
related to inspecting, re-inspecting and auditing the Suppliers’ facilities, equipment, and food products, and all product 
testing costs paid by Franchisor to third parties. 

9.4.4 Franchisee shall at all times remain current and fully comply and perform each of its 
obligations to its landlord, vendors and Suppliers. 

9.5 Test Marketing.  Franchisor may, from time to time, authorize Franchisee to test market products 
and/or services in connection with the operation of the Licensed Restaurant. Franchisee shall cooperate with 
Franchisor in connection with the conduct of such test marketing and shall comply with the Franchisor’s rules and 
regulations established from time to time in connection herewith. 

9.6 Customer Reporting and Comments. 

9.6.1 At Franchisor’s request, Franchisee shall use reasonable efforts to secure the names, 
addresses and other information reasonably required by Franchisor, of Franchisee’s customers at the Licensed 
Restaurant and shall allow such information to be used by Franchisor. Franchisee may not divulge such customer 
names, addresses or other information, with or without remuneration, to any third party. Franchisee shall respond 
promptly to each customer inquiry or complaint and resolve all reasonable complaints to the customer’s satisfaction. 

9.6.2 At Franchisor’s request, Franchisee shall purchase, use and display in the Licensed 
Restaurant during all operating hours customer comment and other cards in the manner specified in the Manuals, or 
use other physical and electronic methods to gather customer information and comments regarding their experience 
at the Licensed Restaurant, or FARMER BOYS® Restaurants in general. 

ARTICLE 10 
REPORTS, BOOKS AND RECORDS, INSPECTIONS 

10.1 General Reporting.  Franchisee shall, as and when specified by Franchisor, submit to Franchisor 
statistical control forms and such other financial, operational and statistical information (by paper, facsimile, email, 
or other method of transmission) as Franchisor may require to: (i) assist Franchisee in the operation of the Licensed 
Restaurant in accordance with the System; (ii) allow Franchisor to monitor the Franchisee’s Adjusted Gross Revenue, 
purchases, costs and expenses; (iii) enable Franchisor to develop chain wide statistics which may improve bulk 
purchasing; (iv) assist Franchisor in the development of new authorized products or the removal of existing 
unsuccessful Authorized FARMER BOYS® Products; (v) enable Franchisor to refine existing Authorized FARMER 
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BOYS® Products; (vi) generally improve chain-wide understanding of the System (collectively, the “Information”). 
Without limiting the generality of the foregoing: 

10.1.1 Unless otherwise agreed by Franchisor in writing, Franchisee shall also submit condensed 
reports (by paper, facsimile, email, or other method of transmission) of daily Adjusted Gross Revenue to Franchisor 
on a weekly basis in accordance with the guidelines established by Franchisor. Franchisee will electronically link the 
Licensed Restaurant to Franchisor and will allow Franchisor to poll on a daily basis at a time selected by the Franchisor 
the Licensed Restaurant Information Systems to retrieve Information including sales, sales mix, usage, and operations 
data. 

10.1.2 On or before the Wednesday following each Week during the Term hereof, Franchisee 
shall submit an Adjusted Gross Revenue report signed by Franchisee, on a form prescribed by Franchisor, reporting 
all Adjusted Gross Revenue for the preceding Week, together with such additional financial information as Franchisor 
may from time to time request. 

10.1.3 On or before the 45th day following each calendar quarter during the Term hereof, 
Franchisee shall submit to Franchisor financial statements for the preceding calendar quarter, including a balance sheet 
and profit and loss statement, prepared in the form and manner prescribed by the Franchisor and in accordance with 
generally accepted accounting principles, which shall be certified by Franchisee to be accurate and complete. 

10.1.4 Within 45 days following the end of each calendar year, Franchisee shall submit to 
Franchisor an unaudited annual financial statement prepared in accordance with generally accepted accounting 
principles, and in such form and manner prescribed by Franchisor, which shall be certified by Franchisee and its 
treasurer or chief financial officer, to be accurate and complete. Franchisee must also submit to Franchisor, upon 
demand, copies of all federal, state, and local income, sales, and property tax returns relating to the Restaurant and its 
operations, including a copy of the original signed 1120 or 1120S tax form each and every year or any other forms 
which take the place of the 1120 or 1120S forms and copies of signed original sales and use tax forms 
contemporaneously with their filing with the appropriate state or local authority. Franchisor reserves the right to 
require such further information concerning the Licensed Restaurant as Franchisor may from time to time reasonably 
request. Franchisee acknowledges and agrees that Franchisor may use this data to confirm that Franchisee is complying 
with its obligations under this Agreement and to formulate earnings and expense information to disclose to prospective 
franchisees as well as to advise Franchisee on Restaurant operations. 

10.2 Inspections.  Franchisor’s authorized representatives shall have the right, from time to time, with or 
without advance notice, to enter upon the entire premises of the Licensed Restaurant during business hours, to examine 
same, conferring with Franchisee’s employees, inspecting and checking operations, food, beverages, furnishings, 
interior and exterior decor, supplies, fixtures, and equipment, and determining whether the business is being conducted 
in accordance with this Agreement, the System and the Manuals. Franchisor shall use reasonable efforts to avoid 
materially disrupting the operation of the Licensed Restaurant. If any such inspection indicates any deficiency or 
unsatisfactory condition with respect to any matter required under this Agreement or the Manuals, including quality, 
cleanliness, service, health and authorized product line, Franchisor will notify Franchisee in writing of Franchisee’s 
non-compliance with the Manuals, the System, or this Agreement and Franchisee shall promptly correct or repair such 
deficiency or unsatisfactory condition. In accordance with Section 7.4, Franchisor may require Franchisee to take and 
thereafter Franchisee shall take, immediate corrective action, which action may include temporarily closing the 
Licensed Restaurant. 

10.3 Audits.  Franchisee shall prepare, and keep for not less than 7 years following the end of each of its 
fiscal years, or such longer period required under Applicable Law, adequate books and records showing daily receipts 
in, at, and from the Licensed Restaurant, applicable sales tax returns (if any), all pertinent original serially numbered 
sales slips and cash register records, and such other sales records as may be reasonably required by Franchisor from 
time to time to verify Adjusted Gross Revenue and purchases reported by Franchisee to Franchisor, in a form suitable 
for an audit of its records by an authorized auditor or agent of Franchisor. Such information shall be broken down by 
categories of goods, foods and beverages sold, where possible. Franchisor, its agents or representatives may, at any 
reasonable time during normal working hours, audit or review Franchisee’s books and records (including back-up 
information and the tax forms and information described in Section 10.1.4), in accordance with generally accepted 
standards established by certified public accountants. Franchisor may also conduct the audit at a site other than the 
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Location and Franchise shall provide all information to Franchisor, its agents or representatives, promptly upon 
demand (but not later than 5 days following the date of the request). If any audit or other investigation reveals an 
under-reporting or under-recording error, then upon demand Franchisee shall pay the amount determined to be owed, 
plus interest at the highest compound rate permitted by Applicable Law, but not to exceed the rate of 10% percent per 
annum. In addition, if any such audit or other investigation reveals an under-reporting or under-recording error of 5% 
or more, then in addition to any other sums due and in addition to any other rights and remedies it may have, including 
the right to terminate this Agreement as provided in Article 14, the expenses of the audit/inspection shall be borne and 
paid by Franchisee upon billing by Franchisor, which shall include Franchisor’s travel, lodging, wage expense and 
reasonable accounting and legal expense. 

10.4 Books and Records.  Franchisee shall maintain an accounting and record keeping system, in 
accordance with sound business practices, which shall provide for basic accounting information necessary to prepare 
financial statements, a general ledger, and reports required by this Agreement and the Manuals. Franchisee shall 
maintain accurate, adequate and verifiable books and supporting documentation relating to such accounting 
information. Franchisee shall accept MasterCard, Visa and American Express as well as such other credit and debit 
cards and other non-cash systems, loyalty cards and Gift Cards as Franchisor may specify, and shall obtain, replace 
and modify such equipment as required to implement the same, all in accordance with the policies and procedures 
Franchisor may establish and modify from time to time. 

ARTICLE 11 
TRADEMARKS AND OTHER INTELLECTUAL PROPERTY 

11.1 Use of Marks.   Subject to Section 11.7 of this Agreement, the Licensed Restaurant shall be named 
FARMER BOYS® with only such additional prefix or suffix as may be required by Franchisor from time to time. 
Franchisee shall use and display such of Franchisor’s trade dress, Marks, and such signs, advertising and slogans only 
as Franchisor may from time to time prescribe or approve. Upon expiration or sooner termination of this Agreement, 
Franchisor may, if Franchisee does not do so, execute in Franchisee’s name and on Franchisee’s behalf, any and all 
documents necessary in Franchisor’s judgment to end and cause the discontinuance of Franchisee’s use of the trade 
dress and Marks and Franchisor is hereby irrevocably appointed and designated as Franchisee’s attorney-in-fact so to 
do. Franchisee shall not imprint or authorize any person to imprint any of the Marks on any product without the express 
written approval of Franchisor. Franchisee shall not use the Marks in connection with any offering of securities or any 
request for credit without the prior express written approval of Franchisor. Franchisor may withhold or condition any 
approval related to the Marks, including those described in this Section, in its discretion. During the Term, Franchisee 
shall conspicuously display notices identifying the Licensed Restaurant as an independently owned and operated 
franchise of Franchisor, in the form and manner specified by Franchisor, including on all invoices, order forms, 
receipts, checks, business cards, on posted notices located the Location and in other media and advertisements as 
Franchisor may direct from time to time. Business cards, stationery, purchase order forms, invoices, leases, tax returns, 
and other documents Franchisee uses in Franchisee’s business dealings with Suppliers, lessors, government agencies, 
employees, and customers must clearly identify Franchisee as an independent legal entity operating under a FARMER 
BOYS® franchise. 

11.2 Non-Use of Trade Name.  Franchisee shall not use Franchisor’s Marks, or Franchisor’s trade name, 
or any words or symbols which are confusingly phonetically or visually similar to the Marks, as all or part of 
Franchisee’s name. 

11.3 Use of Other Trademarks.  Franchisee shall not display the trademark, service mark, trade name, 
insignia or logotype of any other person or Entity in connection with the operation of the Licensed Restaurant without 
the express prior written consent of Franchisor, which may be withheld in its discretion; provided however, in the case 
of a Non-Traditional Venue, the Premises (but not the Restaurant) may display the trademarks, service marks and 
other commercial symbols of Franchisee or third parties, in accordance with the terms herein contained. 

11.4 Non-ownership of Marks.  Nothing herein shall give Franchisee, and Franchisee shall not assert, 
any right, title or interest in Franchisor’s trade dress, or to any of the Marks or the goodwill annexed thereto, except a 
mere privilege and license during the term hereof, to display and use the same according to the terms and conditions 
herein contained. 
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11.5 Defense of Marks.  If Franchisee receives notice, or is informed, of any claim, suit or demand against 
Franchisee on account of any alleged infringement, unfair competition (“Trademark Claim”) or similar matter on 
account of its use of the Marks in accordance with the terms of this Agreement, Franchisee shall promptly notify 
Franchisor of any such claim, suit or demand. Thereupon, Franchisor shall take such action as it may deem necessary 
and appropriate to protect and defend Franchisee against any such claim by any third party; Franchisor shall not be 
obligated to take any such action, however. Franchisee shall not settle or compromise any such claim by a third party 
without the prior written consent of Franchisor. Franchisor shall have the sole right to defend, compromise or settle 
any such claim, in its discretion, at Franchisor’s sole cost and expense, using attorneys of its own choosing, and 
Franchisee shall cooperate fully with Franchisor in connection with the defense of any such claim. Franchisee may 
participate at its own expense in such defense or settlement, but Franchisor’s decisions with regard thereto shall be 
final. 

11.6 Prosecution of Infringers.  If Franchisee shall receive notice or is informed or learns that any third 
party, which it believes to be unauthorized to use the Franchisor’s trade dress or Marks, is using Franchisor’s trade 
dress or Marks or any variant thereof, Franchisee shall promptly notify Franchisor of the facts relating to such alleged 
infringing use. Thereupon, Franchisor shall, in its discretion, determine whether or not it wishes to take any action 
against such third person on account of such alleged infringement of the trade dress and/or Marks. Franchisee shall 
have no right to make any demand against any such alleged infringer or to prosecute any claim of any kind or nature 
whatsoever against such alleged infringer for or on account of such infringement. 

11.7 Modification of Marks.  From time to time, in the Manuals or in directives or bulletins supplemental 
thereto, Franchisor may add to, delete or modify any or all of the Marks and trade dress. Franchisee shall, at its cost 
and expense, use, or cease using, as may be applicable, the Marks and/or trade dress, including any such modified or 
additional trade names, trademarks, service marks, logotypes and commercial symbols, in strict accordance with the 
procedures, policies, rules and regulations contained in the Manuals or in written directives issued by Franchisor to 
Franchisee, as though they were specifically set forth in this Agreement. Except as Franchisor may otherwise direct, 
Franchisee shall implement any such change within 60 days after notice thereof by Franchisor, at Franchisee’s 
expense. If Franchisor learns that there exist any company(ies) who is or are presently using the FARMER BOYS® 
Mark or another name confusingly similar thereto, in connection with business(es) which are the same as or similar 
to the business contemplated to be operated by Franchisee pursuant to this Agreement, or if Franchisor or Franchisee 
shall be required to cease using the Marks (or any of them) by court order, or as a result of any settlement of any 
Trademark Claim by the pre-existing user, or any other Trademark Claim, or if Franchisor or its Affiliate shall deem 
it necessary or appropriate to change the name of the Restaurant in order to mitigate any potential exposure or damages 
arising under any Trademark Claim, Franchisee shall promptly change the name of the Restaurant to an alternative 
name determined by Franchisor or its Affiliate. In such event, Franchisor shall reimburse Franchisee for the actual, 
reasonable out of pocket costs of changing Franchisee’s signs and menus to incorporate such new name and Mark, 
not to exceed $2,000. Neither Franchisor nor its Affiliate shall otherwise be liable for any losses or any consequential 
damages, including lost future profits, resulting from or arising out of the Trademark Claim(s) 

11.8 Acts in Derogation of the Marks.  Franchisee agrees that Franchisor’s trade dress and the Marks are 
the exclusive property of Franchisor and/or its Affiliates and Franchisee now asserts no claim and will hereafter assert 
no claim to any goodwill, reputation or ownership thereof by virtue of Franchisee’s licensed and/or franchised use 
thereof, or otherwise. Franchisee further agrees that it is familiar with the standards and high quality of the use by 
Franchisor and others authorized by Franchisor of the trade dress and Marks in the operation of Restaurants, and 
agrees that Franchisee will maintain this standard in its use of the Marks and trade dress. All use of the Marks and 
trade dress by Franchisee inures to the benefit of Franchisor. Franchisee shall not contest or assist anyone in contesting 
at any time during or after the Term, in any manner, the validity of any Mark or its registration, and shall maintain the 
integrity of the Marks and prevent their dilution. Franchisee shall not do or permit any act or thing to be done in 
derogation of any of the rights of Franchisor or its Affiliates in connection with the same, either during the Term of 
this Agreement or thereafter, and that it will use the Marks and Franchisor’s trade dress only for the uses and in the 
manner licensed and/or franchised hereunder and as herein provided. Without limiting the foregoing, Franchisee shall 
not (i) interfere in any manner with, or attempt to prohibit, the use of Franchisor’s trade dress and/or the Marks by any 
other franchisee or licensee of Franchisor; or (ii) divert or attempt to divert any business or any customers of the 
Licensed Restaurant to any other person or Entity, by direct or indirect inducement or otherwise, or do or perform, 
directly or indirectly, any other act injurious or prejudicial to the goodwill associated with the Marks. 
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11.9 Assumed Name Registration.  If Franchisee is required to do so by Applicable Law, Franchisee shall 
promptly upon the execution of this Agreement file with applicable Governmental Authorities, a notice of its intent to 
conduct its business under the name “FARMER BOYS®” with only such additional prefix or suffix as may be required 
by Franchisor from time to time. Promptly upon the expiration or termination of this Agreement for any reason 
whatsoever, Franchisee shall promptly execute and file such documents as may be necessary to revoke or terminate 
such assumed name registration, and if Franchisee shall fail to promptly execute and file such documents as may be 
necessary to effectively revoke and terminate such assumed name registration, Franchisee hereby irrevocably appoints 
Franchisor as its attorney-in-fact to do so for and on behalf of Franchisee. Franchisee must sign an Assignment of 
Telephone Numbers, Email Addresses and URL’s, in the form of Exhibit F to this Agreement, when Franchisee signs 
this Agreement. 

11.10 Concepts Developed by Franchisee.  Franchisor shall own all copyrights and other intellectual 
property rights to the Manuals, and any and all works, ideas, concepts, formulas, trade secrets, know how, recipes, 
methods, techniques relating to the operation of the FARMER BOYS® Restaurants or the services or products offered 
or sold in connection therewith, including those that may be developed or conceived by Franchisee as described in 
Section 7.8.4 (“Intellectual Property”), and Franchisee shall not claim or assert any right, title or interest in such 
copyrights or other proprietary rights, or to the information contained in or embodying the Intellectual Property. If 
Franchisee or any of its employees or contractors during the term of this Agreement, develops, creates, invents, 
conceives or otherwise devises any Intellectual Property, all such Intellectual Property shall be the sole property of 
Franchisor and Franchisor shall be the sole owner of all worldwide rights in connection therewith. All Intellectual 
Property shall be the sole property of Franchisor, and Franchisor shall be the sole owner of all worldwide rights in 
connection therewith. To the extent possible under Applicable Law, Franchisee agrees that the Intellectual Property 
developed, created, invented, conceived or otherwise devised by Franchisee (or its employees or contractors) shall be 
considered “works made for hire” on behalf of Franchisor under 17 U.S.C. Section 101. To the extent not deemed 
“works made for hire”, Franchisee hereby assigns to Franchisor, and shall execute any instruments required by 
Franchisor to effectuate such assignment, any and all rights that it may have or acquire in such Intellectual Property, 
including the right to modify such Intellectual Property and the right to sue for past and future infringement of any of 
such rights. Franchisee agrees to waive and/or release all rights of restraint and moral rights in the Intellectual Property. 
Franchisee shall assist Franchisor in every proper way (but at Franchisor’s expense) to obtain and enforce patents, 
copyrights, trademarks or other proprietary rights in such Intellectual Property and Franchisee will execute all 
documents for use in applying for and obtaining such rights and enforcing them as Franchisor may desire. If Franchisor 
is unable for any reason whatsoever to secure Franchisee’s signature to any lawful and necessary document required 
to apply for or execute any application with respect to such Intellectual Property, Franchisee hereby irrevocably 
designates and appoints Franchisor and its duly authorized officers and agents, as his agents and attorneys-in-fact to 
act for and in his behalf and to execute and file any such application and to do all other lawfully permitted acts to 
further the prosecution and issuance of patents, copyrights, trademarks or other rights therein, with the same legal 
force and effect as if executed by Franchisee. If and to the extent Franchisee has or acquires any rights in the 
Intellectual Property, Franchisee hereby grants to Franchisor a non-exclusive, royalty-free, transferable, sub-
licensable, irrevocable, perpetual, worldwide license in, to and under its rights to make, have made, modify, create 
derivative works of, use, sell, import, export, license, publicly display, market, distribute, grant security interests in or 
otherwise commercially exploit the Intellectual Property. Franchisee will fully and promptly disclose to Franchisor 
all Intellectual Property conceived or developed by Franchisee during the term of this Agreement. Franchisee may not 
test, offer, or sell any new products without Franchisor’s prior written consent. 

11.11 Copyrights. Franchisor and its Affiliates claim copyrights in the Trade Secrets, the Manuals, 
Franchisor’s construction plans, specifications and materials, printed advertising and promotional materials and in 
related items used in operating the Franchise. Franchisee acknowledges and agrees that such copyrights may or may 
not have been registered with the United States Registrar of Copyrights but are protected under the federal copyright 
laws, where appropriate, by virtue of Franchisor’s placing the appropriate notice of copyright on such items, and that 
the provisions of Sections 11.1 through 11.8 of this Agreement relating to Marks also apply to copyrights owned by 
Franchisor and its Affiliates, as if copyrights were included within the definition of Marks.. 
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ARTICLE 12 
COVENANTS REGARDING OTHER BUSINESS INTERESTS 

12.1 Non-Competition.  Franchisee acknowledges that the System is distinctive and has been developed 
by Franchisor and/or its Affiliates at great effort, time, and expense, and that Franchisee has regular and continuing 
access to valuable and confidential information, training, and trade secrets regarding the System. Franchisee 
recognizes its obligations to keep confidential such information as set forth herein. Franchisee therefore agrees as 
follows: 

12.1.1 During the Term, no Related Person or Designated Manager shall in any capacity, either 
directly or indirectly, through one or more affiliated Entities, (i) engage in any Competitive Activities at any location, 
unless Franchisor shall consent thereto in writing, or (ii) divert or attempt to divert any business or any customers of 
the Licensed Restaurant to any other person or Entity, by direct or indirect inducement or otherwise, or do or perform, 
directly or indirectly, any other act injurious or prejudicial to the goodwill associated with the Marks. 

12.1.2 Upon (i) the expiration or termination of this Agreement, (ii) the occurrence of any 
Assignment, or (iii) the cession of any Related Person’s relationship with Franchisee, each person who was a Related 
Person before such event shall not for a period of 24 months thereafter, either directly or indirectly, own, operate, 
advise, or have any financial interest in any business engaged in Competitive Activities: (a) within the Territory, or 
(b) within an area within 3 miles from the Location or any then-existing Restaurant, without the Franchisor’s prior 
written consent. In applying for such consent, Franchisee will have the burden of establishing that any such activity 
by it will not involve the use of benefits provided under this Agreement or constitute unfair competition with 
Franchisor or other franchisees or area developers of the Franchisor. 

12.2 Capitalization.  Franchisee represents to Franchisor that it has taken all necessary and proper action 
required by the laws of the jurisdiction in which the Territory is located and has the right to execute this Agreement 
and perform under all of its terms.  Franchisee represents and warrants to Franchisor that upon execution of the 
Agreement, Franchisee’s capitalization is not less than U.S. [$________], no more than 50% of which may be 
comprised of debt (the “Initial Investment”).   Concurrently with Franchisee’s execution hereof, Franchisee shall 
furnish Franchisor with written evidence of its receipt of the entire required Initial Investment.  Franchisee’s failure 
to have received the required Initial Investment, shall constitute an incurable material breach of the Agreement, 
entitling Franchisor to terminate the Agreement upon written notice. 

12.3 Trade Secrets. 

12.3.1 Franchisor possesses and continues to develop, and during the course of the relationship 
established hereunder, Related Persons may have access to, proprietary and confidential information, including the 
Trade Secrets, proprietary software (and related documentation) recipes, secret ingredients, specifications, procedures, 
concepts and methods and techniques of developing and operating a Restaurant and producing Authorized FARMER 
BOYS® Products. Franchisor may disclose certain of its Trade Secrets to Related Persons in the Manuals, bulletins, 
supplements, confidential correspondence, or other confidential communications, and through the Franchisor’s 
training program and other guidance and management assistance, and in performing Franchisor’s other obligations 
and exercising Franchisor’s rights under this Agreement. “Trade Secrets” shall not include information which: (a) has 
entered the public domain or was known to Franchisee prior to Franchisor’s disclosure of such information to 
Franchisee, other than by the breach of an obligation of confidentiality owed (by anyone) to Franchisor or its Affiliates; 
(b) becomes known to the Related Persons from a source other than Franchisor or its Affiliates and other than by the 
breach of an obligation of confidentiality owed (by anyone) to Franchisor or its Affiliates; or (c) was independently 
developed by Franchisee without the use or benefit of any of the Franchisor’s Trade Secrets. The burden of proving 
the applicability of the foregoing will reside with Franchisee. 

12.3.2 Each Related Person shall acquire no interest in the Trade Secrets other than the right to 
use them in developing and operating the Licensed Restaurant during the Term of this Agreement. A Related Person’s 
duplication or use of the Trade Secrets in any other endeavor or business shall constitute an unfair method of 
competition. Each Related Person shall: (i) not use the Trade Secrets in any business or other endeavor other than in 
connection with the Licensed Restaurant; (ii) maintain absolute confidentiality of the Trade Secrets during and after 
the Term of this Agreement; and (iii) make no unauthorized copy of any portion of the Trade Secrets, including the 
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Manuals, bulletins, supplements, confidential correspondence, or other confidential communications, whether written 
or oral. Franchisee shall operate the Restaurant and implement all reasonable procedures prescribed from time to time 
by Franchisor to prevent unauthorized use and disclosure of the Trade Secrets, including, implementing restrictions 
and limitations as Franchisor may prescribe on disclosure to employees and use of non-disclosure and non-competition 
provisions in employment agreements with employees who may have access to the Trade Secrets, which will identify 
Franchisor as a third party beneficiary of such covenants with the independent right to enforce them. Promptly upon 
Franchisor’s request, Franchisee shall deliver executed copies of such agreements to Franchisor (Franchisor’s current 
form of Related Person agreement is attached as Exhibit E to this Agreement). If Franchisee has any reason to believe 
that any employee has violated the provisions of the confidentiality and noncompetition agreement, Franchisee shall 
promptly notify Franchisor and shall cooperate with Franchisor to protect Franchisor against infringement or other 
unlawful use including, but not limited to, the prosecution of any lawsuits if, in the judgment of Franchisor, such 
action is necessary or advisable. Without limiting the foregoing, Franchisor may also impose reasonable restrictions 
and conditions, from time to time, on the disclosure of financial or statistical information in connection with the sale 
or potential sale of the Licensed Restaurant, including the execution of confidentiality agreements. 

12.3.3 In view of the importance of the Marks and the Trade Secrets and the incalculable and 
irreparable harm that would result to the parties in the event of a default of the covenants and agreements set forth 
herein in connection with these matters, the parties agree that each party shall have the right in a proper case to obtain 
specific performance, temporary restraining orders and temporary or preliminary injunctive relief from a court of 
competent jurisdiction to enforce the covenants and agreements in this Agreement, in addition to any other relief to 
which such party may be entitled at law or in equity. Each party submits to the exclusive jurisdiction of the courts of 
the State of California and the U.S. federal courts sitting in Riverside, California for purposes thereof. The parties 
agree that venue for any such proceeding shall be the state and federal courts located in Riverside, California. 
Franchisee agrees that Franchisor may have temporary or preliminary injunctive relief without bond, but upon due 
notice, and Franchisee’s sole remedy in the event of the entry of such injunctive relief will be the dissolution of the 
injunctive relief, if warranted, upon hearing duly had (all claims for damages by reason of the wrongful issuance of 
any the injunction being expressly waived). 

12.4 Confidentiality and Press Releases.  Franchisee shall not disclose the substance of this Agreement 
to any third party except as necessary to inform lessors from which it is seeking Leases or lessors which are parties to 
Leases in order to obtain renewals of, or avoid terminations of, such Leases or as necessary to obtain any Permits or 
other approvals, or to the extent required by the lawful order of any court of competent jurisdiction or federal, state, 
or local agency having jurisdiction over Franchisee, provided that Franchisee shall give Franchisor prior notice of 
such disclosure. Unless disclosure is required by Applicable Law, no public communication, press release or 
announcement regarding this Agreement, the transactions contemplated hereby or the operation of the Licensed 
Restaurant or any Crisis Management Event shall be made by Franchisee without the written approval of Franchisor 
in advance of such press release announcement, or public communication. 

12.5 Effect of Applicable Law.  In the event any portion of the covenants in this Article violates laws 
affecting Franchisee, or is held invalid or unenforceable in a final judgment to which Franchisor and Franchisee are 
parties, then the maximum legally allowable restriction permitted by law shall control and bind Franchisee. Franchisor 
may at any time unilaterally reduce the scope of any part of the above covenants, and Franchisee shall comply with 
any such reduced covenant upon receipt of written notice. The provisions of this Article shall be in addition to and not 
in lieu of any other confidentiality obligation of Franchisee, or any other person, whether pursuant to another 
agreement or pursuant to Applicable Law. 

12.6 Survival.  The provisions of this Article shall not limit, restrain or otherwise affect any right or cause 
of action which may accrue to Franchisor for any infringement of, violation of, or interference with, this Agreement, 
or Franchisor’s Marks, System, Trade Secrets, or any other proprietary aspects of Franchisor’s business. 

ARTICLE 13 
NATURE OF INTEREST, ASSIGNMENT 

13.1 Assignment by Franchisor.  This Agreement is fully transferable by Franchisor, in whole or in part, 
without the consent of Franchisee and shall inure to the benefit of any transferee or their legal successor to Franchisor’s 
interests herein; provided, however, that such transferee and successor shall expressly agree to assume Franchisor’s 
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obligations under this Agreement. Without limiting the foregoing, Franchisor may (i) assign any or all of its rights and 
obligations under this Agreement to an Affiliate; (ii) sell its assets, its marks, or its System outright to a third party; 
(iii) engage in a public offering of its securities; (iv) engage in a private placement of some or all of its securities; (v) 
merge, acquire other corporations, or be acquired by another corporation; or (vi) undertake a refinancing, 
recapitalization, leveraged buy-out or other economic or financial restructuring. Franchisor shall be permitted to 
perform such actions without liability or obligation to Franchisee who expressly and specifically waives any claims, 
demands or damages arising from or related to any or all of the above actions (or variations thereof). Franchisor shall 
have no liability for the performance of any obligations contained in this Agreement after the effective date of such 
transfer or assignment. In connection with any of the foregoing, at Franchisor’s request, Franchisee shall deliver to 
Franchisor a statement in writing certifying (a) that this Agreement is unmodified and in full force and effect (or if 
there have been modifications that the Agreement as modified is in full force and effect and identifying the 
modifications); (b) that Franchisee is not in default under any provision of this Agreement, or if in default, describing 
the nature thereof in detail; and (c) as to such other matters as Franchisor may reasonably request; and Franchisee 
agrees that any such statements may be relied upon by Franchisor and any prospective purchaser, assignee or lender 
of Franchisor. 

13.2 Assignment by Franchisee. 

13.2.1 The rights and duties created by this Agreement are personal to Franchisee. This 
Agreement has been entered into by Franchisor in reliance upon and in consideration of the singular individual or 
collective character, reputation, skill attitude, business ability, and financial capacity of Franchisee, or if applicable, 
its Owners who will actively and substantially participate in the development ownership and operation of the Licensed 
Restaurant. Accordingly, except as otherwise may be permitted herein, neither Franchisee nor any Owner (other than 
Franchisor, if applicable) shall, without Franchisor’s prior written consent, cause or permit any Assignment. Any such 
purported Assignment occurring by operation of law or otherwise without Franchisor’s prior written consent shall 
constitute a default of this Agreement by Franchisee, and shall be null and void. Except in the instance of Franchisee 
advertising to sell the Licensed Restaurant and assign this Agreement in accordance with the terms hereof, Franchisee 
shall not, without Franchisor’s prior written consent, offer for sale or transfer at public or private auction or advertise 
publicly for sale or transfer, the furnishings, interior and exterior decor items, supplies, fixtures, equipment, 
Franchisee’s Lease or the real or personal property used in connection with the Licensed Restaurant. Franchisee may 
not make any Assignment to an individual, to a trust, or to a public Entity, or to any Entity whose direct or indirect 
parent’s securities are publicly traded and no shares of Franchisee or any Owner of Franchisee may be offered for sale 
through the public offering of securities. To the extent that any prohibition on the pledge, hypothecation, encumbrance 
or granting of a security interest in this Agreement or the assets of the Licensed Restaurant may be ineffective under 
Applicable Law, Franchisee shall provide not less than 10 days prior written notice (which notice shall contain the 
name and address of the secured party and the terms of such pledge, hypothecation, encumbrance or security interest) 
of any pledge, encumbrance, hypothecation or security interest in this Agreement or the assets of the Licensed 
Restaurant. 

13.2.2 If Franchisee is an Entity, such Entity may not be a trust, and Franchisee shall promptly 
provide Franchisor with written notice (stating such information as Franchisor may from time to time require) of each 
and every transfer, assignment and encumbrance by any Owner of any direct or indirect Equity or voting rights in 
Franchisee, notwithstanding that the same may not constitute an “Assignment”. 

13.2.3 Franchisor will not unreasonably withhold its consent to any Assignment which is subject 
to the restrictions of this Article, provided however, Franchisor may impose any reasonable condition to the granting 
of its consent, and requiring Franchisee to satisfy any or all of the following conditions shall be deemed reasonable: 

(a) Franchisee’s written request for Franchisor’s consent to Assignment must be 
accompanied by a detailed description of the price and all material terms and conditions of the proposed Assignment 
and the identity of the proposed assignee and such other information as Franchisor may reasonably request; 

(b) Franchisor’s receipt of an estoppel agreement indicating any and all causes of 
action, if any, that Franchisee may have against Franchisor or if none exist, so stating, and a list of all Owners having 
an interest in this Agreement or in Franchisee, the percentage interest of Owner, and a list of all officers and directors, 
in such form as Franchisor may require; 
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(c) Franchisee’s written request for consent to any Assignment must be accompanied 
by an offer to Franchisor of a right of first refusal to purchase the interest which is proposed to be transferred, on the 
same terms and conditions offered by the third party; provided that Franchisor may substitute cash for any non-cash 
consideration proposed to be given by such third party (in an amount determined by Franchisor reasonably and in 
good faith as the approximate equivalent value of said non-cash consideration); and provided further that Franchisee 
shall make representations and warranties to Franchisor customary for transactions of the type proposed (the 
“ROFR”). If Franchisor elects to exercise the ROFR, Franchisor or its nominee, as applicable, shall send written 
notice of such election to Franchisee within 60 days of receipt of Franchisee’s request (the “ROFR Period”). If 
Franchisor accepts such offer, the training and transfer/administrative fees due by Franchisee in accordance with this 
Agreement shall be waived by Franchisor, and the closing of the transaction shall occur within 60 days following the 
date of Franchisor’s acceptance. Any material change in the terms of an offer prior to closing (or the failure to close 
the transaction within 60 days following the written notice provided by Franchisee) shall cause it to be deemed a new 
offer, subject to the same right of first refusal by Franchisor, or its third-party designee, as in the case of the initial 
offer. Franchisor’s failure to exercise such ROFR shall not constitute consent to the transfer or a waiver of any other 
provision of this Agreement, including any of the requirements of this Article with respect to the proposed transfer. 
Without waiving any other rights provided for herein or otherwise, Franchisor hereby waives its ROFR if the proposed 
transferee/assignee is an immediate family member of Franchisee; 

(d) The Franchisee shall not be in default under the terms of this Agreement (or any 
other related agreement), the Manuals or any other obligations owed Franchisor, and all of its then-due monetary 
obligations to Franchisor shall have been paid in full; 

(e) The Franchisee, and its Owners, shall execute a general release under seal, in a 
form prescribed by Franchisor, of any and all claims against Franchisor, its Affiliates, Owner(s), directors, officers, 
agents and employees; 

(f) The transferee/assignee and its Owners, officers, directors, managers, its 
operating principal, Restaurant manager and other employees responsible for the operation of the Licensed Restaurant 
shall each have demonstrated to Franchisor’s satisfaction that it meets all of Franchisor’s then-current requirements 
for new Restaurant operators or for holders of an interest in a franchise or license, including possession of good moral 
character and reputation, satisfactory credit ratings, acceptable business qualifications, the ability to obtain or acquire 
the license(s) and permit(s) necessary for the sale of alcoholic beverages, and the ability to fully comply with the terms 
of this Agreement; 

(g) The transferee/assignee shall have either (a) assumed this Agreement by a written 
assumption agreement approved by Franchisor, or has agreed to do so at closing, and at closing executes an assumption 
agreement approved by Franchisor; provided however, that such assumption shall not relieve Franchisee (as 
transferor/assignor) of any such obligations; or (b) at Franchisor’s option, shall have executed a replacement franchise 
agreement on the then-current standard form of franchise agreement used by Franchisor in the State in which the 
Licensed Restaurant is being operated, provided, however, that at Franchisor’s option, the term of replacement 
franchise agreement shall either be the remaining term of this Agreement or the then-current term being granted by 
Franchisor to new franchisees, and, at the Franchisor’s request, the transferor/assignor shall have executed a 
continuing guaranty in favor of Franchisor, the current form of which is attached hereto as Exhibit H, of the 
performance and payment by the transferee/assignee of all obligations and debts to Franchisor and its Affiliates under 
the replacement franchise agreement; 

(h) If this Agreement has been executed pursuant to an Area Development Agreement 
with Franchisor (whether or not such agreement remains in effect), that this Agreement and all other franchise 
agreements executed pursuant to such Area Development Agreement shall be concurrently transferred/assigned to the 
same assignee; 

(i) The assignee shall agree to refurbish and equip the Licensed Restaurant as needed 
(in Franchisor’s discretion) to match the building design, trade dress, color scheme and presentation, and furnishings, 
fixtures and equipment (including Information Systems), then used by Franchisor within the 12 month period 
preceding the assignment for its (or its Affiliates’) Restaurant (such refurbishment may include remodeling, 
redecoration and modifications to existing improvements); 
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(j) There shall not be any suit, action, or proceeding pending, or to the knowledge of 
Franchisee any suit, action, or proceeding threatened, against Franchisee with respect to the Licensed Restaurant; 

(k) The Franchisee will pay 50% of the then-current initial franchise fee unless 
transferee is existing franchisee, in which case fee is 25% of the then-current initial franchise fee, and such fee will be 
payable upon closing of the Assignment.  Upon submission of Franchisee’s request for Franchisor’s consent to any 
proposed transfer or assignment, Franchisee or its assignee shall pay to Franchisor a non-refundable 
administrative/transfer fee equal to $1,000 upon Franchisee’s submission of each request for Franchisor’s consent to 
an Assignment and $5,000 on or prior to commencement of the Initial Training Program, as described in Section 
13.2.3;  

(l) The transferee/assignee, its operating principal, Restaurant manager and other 
employees responsible for the operation of the Licensed Restaurant shall have satisfactorily completed Franchisor’s 
Initial Training Program prior to the effectiveness of the Assignment; and  

(m) Franchisee shall obtain Franchisor’s approval of the material terms and conditions 
of such transfer, and in connection therewith, Franchisor shall have the right, without limitation, to consider whether 
the price and terms of payment are so burdensome as to adversely affect the Licensed Restaurant and without limiting 
the generality of the foregoing, Franchisor may require the proposed assignee/transferee to provide a written letter 
from its independent certified public accountant, or other financial advisor acceptable to Franchisor, confirming that 
it has reviewed and discussed with the assignee/transferee the proposed terms and conditions and financial viability 
and risks of the Licensed Restaurant following the Assignment. 

13.2.4 Franchisor’s consent to an Assignment shall not constitute a waiver of any claims it may 
have against the transferring party arising out of this Agreement or otherwise, including (a) any payment or other duty 
owed by Franchisee to Franchisor under this Agreement before such Assignment; or (b) Franchisee’s duty of 
indemnification and defense as set forth in Section 17.2 of this Agreement, whether before or after such Assignment, 
or (c) the obligation to obtain Franchisor’s consent to any subsequent transfer. 

13.3 Entity Franchisee.  Unless Franchisor may otherwise consent in its sole discretion, Franchisee must 
be an Entity (excluding a trust), and the following provisions will apply: 

13.3.1 Franchisee represents and warrants that the information set forth in Exhibit C, which is 
annexed hereto and by this reference made a part hereof, is accurate and complete in all material respects. Franchisee 
shall notify Franchisor in writing within 10 days of any change in the information set forth in Exhibit C, and shall 
submit to Franchisor a revised Exhibit C, certified by Franchisee as true, correct and complete and upon acceptance 
thereof by Franchisor shall be annexed to this Agreement as Exhibit C. Franchisee promptly shall provide such 
additional information as Franchisor may from time to time request concerning all persons who may have any direct 
or indirect financial interest in Franchisee. 

13.3.2 All of Franchisee’s organizational documents (including articles of partnership, partnership 
agreements, articles of incorporation, articles of organization, bylaws, shareholders agreements, trust instruments, or 
their equivalent) will provide that the issuance and transfer of any interest in Franchisee is restricted by the terms of 
this Agreement, and that sole purpose for which Franchisee is formed (and the sole activity in which Franchisee is or 
will be engaged) is the development and operation of Restaurant, pursuant to one or more franchise agreements from 
Franchisor. Franchisee shall submit to Franchisor, upon the execution of this Agreement and thereafter from time to 
time upon Franchisor’s request, a resolution of Franchisee (or its governing body) confirming that Franchisee is in 
compliance with this provision. 

13.3.3 All present and future Owners of a 10% or more (directly or indirectly), in the aggregate, 
of the Equity or voting rights in Franchisee, will execute a written guaranty in a form prescribed by Franchisor, the 
current form of which is attached hereto as Exhibit H, personally, irrevocably and unconditionally guaranteeing, 
jointly and severally, with all other guarantors, the full payment and performance of Franchisee’s obligations to 
Franchisor and to Franchisor’s Affiliates. For purposes of determining whether said 10% threshold is satisfied, 
holdings of spouses (and family members who live in the same household) and Affiliates shall be aggregated. Upon 
each transfer or assignment of an interest in Franchisee, or other change in ownership interests in Franchisee, and at 
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any other time upon Franchisor’s request, said holders shall re-execute a written guaranty in a form prescribed by 
Franchisor, the current form of which is attached hereto as Exhibit H. 

13.3.4 Securities, partnership or other ownership interests in Franchisee may not be offered to the 
public under the Securities Act of 1933, as amended, nor may they be registered under the Securities Exchange Act 
of 1934, as amended, or any comparable federal, state or foreign law, rule or regulation. Such interests may be offered 
by private offering or otherwise only with the prior written consent of Franchisor, which consent shall not be 
unreasonably withheld. All materials required for any such private offering by federal or state law shall be submitted 
to Franchisor for a limited review as discussed below prior to being filed with any governmental agency; and any 
materials to be used in any exempt offering shall be submitted to Franchisor for such review prior to their use. No 
such offering by Franchisee shall imply that Franchisor is participating in an underwriting, issuance or offering of 
securities of Franchisee or Franchisor, and Franchisor’s review of any offering materials shall be limited solely to the 
subject of the relationship between Franchisee and Franchisor and its Affiliates. Franchisor may, at its option, require 
Franchisee’s offering materials to contain a written statement prescribed by Franchisor concerning the limitations 
described in the preceding sentence. Franchisee, its Owners and the other participants in the offering must fully defend 
and indemnify Franchisor, and its Affiliates, their respective partners and the officers, directors, manager(s) (if a 
limited liability company), shareholders, members, partners, agents, representatives, independent contractors, servants 
and employees of each of them, from and against any and all losses, costs and liability in connection with the offering 
and shall execute any additional documentation required by Franchisor to further evidence this indemnity. For each 
proposed offering, Franchisee shall pay, in addition to any transfer fee required under Section 13.2.3(k) of this 
Agreement, to Franchisor a non-refundable fee of $10,000, or such greater amount as is necessary to reimburse 
Franchisor for its reasonable costs and expenses associated with reviewing the proposed offering, including legal and 
accounting fees. Franchisee shall give Franchisor written notice at least 30 days prior to the date of commencement 
of any offering or other transaction covered by this Section. 

13.4 Assignment to a Controlled Entity. 

13.4.1 If Franchisee is one or more individuals (with Franchisor’s prior written consent which 
may be given or withheld in its sole discretion), and in the event that Franchisee proposes to transfer all of its interest 
in this Agreement and the assets of the Restaurant operated hereunder to an Entity formed by Franchisee solely for 
the convenience of ownership, Franchisee may (without paying the transfer fee specified in Section 13.2.3(k) of this 
Agreement), with Franchisor’s written consent, transfer such interest and assets, provided, and on condition that: 

(a) Upon Franchisor’s request, Franchisee delivering to Franchisor a true, correct and 
complete copy of the transferee Entity’s articles of incorporation or articles of organization, bylaws, operating 
agreement, partnership agreement, and other organizational documents, and Franchisor has accepted the same; 

(b) the transferee Entity’s articles of incorporation or articles of organization, bylaws, 
and operating agreement, as applicable, shall provide that its activities are confined exclusively to operating the 
Restaurant operated hereunder; 

(c) Franchisee directly owns not less than 100% of the Equity and voting rights of the 
transferee Entity, and the Entity may not be a trust; 

(d) such Entity is in good standing in its jurisdiction of organization and each other 
jurisdiction where the conduct of its business or the operation of its properties requires it to be so qualified; 

(e) the person designated by Franchisee as the Operating Principal has exclusive day-
to-day operational control of the Licensed Restaurant; 

(f) such Entity conducts no other business than the operation of Restaurants; 

(g) such Entity assumes all of the obligations under this Agreement pursuant to 
written agreement, the form and substance of which shall be acceptable to Franchisor; 
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(h) Each individual comprising Franchisee, and all present and future owners of 10% 
or more (directly or indirectly), in the aggregate, of the Equity or voting rights of Franchisee shall execute a written 
guaranty in a form prescribed by Franchisor, the current form of which is attached hereto as Exhibit H, personally, 
irrevocably and unconditional guaranteeing, jointly and severally, with all other guarantors, the full payment and 
performance of all of the obligations to Franchisor and its Affiliates under this Agreement; 

(i) That none of the Owners of the Equity of the transferee Entity is, directly or 
indirectly, engaged in a Competitive Activity; 

(j) At Franchisor’s request, Franchisee shall, and shall cause each of its Affiliates 
who have executed a franchise agreement and each direct or indirect parent or subsidiary of such Affiliate, to execute 
and deliver to Franchisor a general release, on a form prescribed by Franchisor of any and all known and unknown 
claims against Franchisor and its Affiliates and their officers, directors, agents, shareholders and employees; and 

(k) Franchisee shall reimburse Franchisor for all direct and indirect costs and expense 
it may incur in connection with the transfer, including attorney’s fees. 

13.4.2 In the event that Franchisee exercises its rights under Section 13.4.1 of this Agreement then 
Franchisee and such assignee Entity shall affirmatively covenant to continue to satisfy each of the conditions set forth 
in Section 13.4.1 of this Agreement throughout the term of this Agreement. 

ARTICLE 14 
DEFAULT AND TERMINATION 

14.1 General.  Franchisor shall have the right to terminate this Agreement only for “cause”. “Cause” is 
hereby defined as a default of this Agreement. Franchisor shall exercise its right to terminate this Agreement upon 
notice to Franchisee upon the following circumstances and manners. 

14.2 Automatic Termination Without Notice.  Subject to Applicable Laws of the jurisdiction in which 
the Restaurant operated hereunder is located to the contrary, Franchisee shall be deemed to be in default under this 
Agreement, and all rights granted herein shall at Franchisor’s election automatically terminate without notice to 
Franchisee if: (i) Franchisee shall be adjudicated bankrupt or judicially determined to be insolvent (subject to any 
contrary provisions of any applicable state or federal laws), shall admit to its inability to meet its financial obligations 
as they become due, or shall make a disposition for the benefit of its creditors; (ii) Franchisee shall allow a judgment 
against him in the amount of more than $25,000 to remain unsatisfied for a period of more than 30 days (unless a 
supersedeas or other appeal bond has been filed); (iii) the Licensed Restaurant, the Premises or the Franchisee’s assets 
are seized, taken over or foreclosed by a government official in the exercise of its duties, or seized, taken over, or 
foreclosed by a creditor or lienholder provided that a final judgment against the Franchisee remains unsatisfied for 30) 
days (unless a supersedeas or other appeal bond has been filed); (iv) a levy of execution of attachment has been made 
upon the license granted by this Agreement or upon any property used in the Licensed Restaurant, and it is not 
discharged within 10 days of such levy or attachment; (v) Franchisee permits any recordation of a notice of mechanics 
lien against the Licensed Restaurant or any equipment at the Licensed Restaurant which is not released within 60 days, 
or if any person commences any action to foreclose on the Licensed Restaurant or said equipment; (vi) Franchisee 
allows or permits any judgment to be entered against Franchisor or any of its Affiliates, arising out of or relating to 
the operation of the Licensed Restaurant; (vii) a condemnation or transfer in lieu of condemnation has occurred; (viii) 
Franchisee or any of its Owners, officers, directors, or key employees is convicted of or pleads guilty or nolo 
contendere to a felony or any other crime or offense that is reasonably likely, in the sole opinion of Franchisor, to 
adversely affect the Franchisor’s reputation, System, Marks or the goodwill associated therewith, or Franchisor’s 
interest therein; provided, however that if the crime or offense is committed by an Owner other than an Operating 
Principal, then Franchisor may only terminate on account thereof if such Owner fails within 90 days after the 
conviction or guilty plea, whichever first occurs, to sell its interest in Franchisee to Franchisee’s other Owners; or (ix) 
Franchisee’s failure to comply with Article 12 or Article 21 of this Agreement. 

14.3 Option to Terminate Without Opportunity to Cure.  Franchisee shall be deemed to be in default and 
Franchisor may, at its option, terminate this Agreement and all rights granted hereunder, without affording Franchisee 
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any opportunity to cure the default, effective immediately upon receipt of notice by Franchisor upon the occurrence 
of any one or more of the following events: 

14.3.1 Abandonment. If Franchisee shall abandon the Licensed Restaurant. For purposes of this 
Agreement, “abandon” shall refer to (i) Franchisee’s failure, at any time during the term of this Agreement, to keep 
the Premises or Licensed Restaurant open and operating for business for a period of 3 consecutive days, except as 
provided in the Manuals, (ii) Franchisee’s failure to keep the Premises or Licensed Restaurant open and operating for 
any period after which it is not unreasonable under the facts and circumstances for Franchisor to conclude that 
Franchisee does not intend to continue to operate the Licensed Restaurant, unless such failure to operate is due to 
Force Majeure (subject to Franchisee’s continuing compliance with this Agreement), (iii) failure to actively and 
continuously maintain and answer the telephone listed by Franchisee for the Licensed Restaurant solely with the 
FARMER BOYS® name (as the same may be modified in accordance with this Agreement); (iv) the withdrawal of 
permission from the applicable lessor that results in Franchisee’s inability to continue operation of the Licensed 
Restaurant; or (v) closing of the Licensed Restaurant required by Applicable Law if such closing was not the result of 
a violation of this Agreement by Franchisor. 

14.3.2 Assignment, Death or Incapacity. If Franchisee shall purport to make any Assignment 
without the prior written consent of Franchisor; provided, however, that if the Licensed Restaurant continues to be 
operated in conformity with this Agreement (i) upon prompt written request and upon the death or legal incapacity of 
a Franchisee who is an individual, Franchisor shall allow up to 9 months after such death or legal incapacity for the 
heirs, personal representatives, or conservators (the “Heirs”) of Franchisee either to enter into a new Franchise 
Agreement upon Franchisor’s then current form (except that no initial franchise fee or transfer fee shall be charged), 
if Franchisor is subjectively satisfied that the Heirs meet Franchisor’s System Standards and qualifications, or if not 
so satisfied to allow the Heirs to sell the Licensed Restaurant to a person approved by Franchisor, or (ii) upon prompt 
written request and upon the death or legal incapacity of an Owner owning 20% or more of the Equity or voting power 
of a corporate or limited liability company Franchisee, or a general or limited partner owning 20% or more of any of 
the Partnership Rights of a Franchisee which is a Partnership, Franchisor shall allow a period of up to 9 months after 
such death or legal incapacity for the Heirs to seek and obtain Franchisor’s consent to the transfer or Assignment of 
such stock, membership interests or Partnership Rights to the Heirs or to another person acceptable by Franchisor. If, 
within said 9 month period, the Heirs fail either to enter into a new franchise agreement or to sell the Licensed 
Restaurant to a person approved by Franchisor pursuant to this Agreement, or fail either to receive Franchisor’s 
consent to the Assignment of such Equity to the Heirs or to another person acceptable by Franchisor, as provided in 
this Agreement, this Agreement shall thereupon automatically terminate; 

14.3.3 Repeated Defaults. If Franchisee shall default in any obligation as to which Franchisee has 
previously received 2 or more written notices of default from Franchisor setting forth the default complained of within 
the preceding 12 months, such repeated course of conduct shall itself be grounds for termination of this Agreement 
without further notice or opportunity to cure; 

14.3.4 Violation of Law. If Franchisee fails, for a period of 10 days after having received 
notification of noncompliance from Franchisor or any governmental or quasi-governmental agency or authority, to 
comply with any federal, state or local law or regulation applicable to the operation of the Licensed Restaurant; 

14.3.5 Sale of Unauthorized Products. If Franchisee sells any unauthorized products to the public, 
and either continues to sell, or again sells, any unauthorized products to the public following written notice of default, 
whether or not having cured any prior default concerning the sale of unauthorized products to the public on one or 
more occasions; 

14.3.6 Under Reporting. If an audit or investigation conducted by Franchisor hereof discloses that 
Franchisee has knowingly maintained false books or records, or submitted false reports to Franchisor, or knowingly 
understated its Adjusted Gross Revenue or withheld the reporting of same as herein provided, and, without limiting 
the foregoing, if, on 3 or more occasions in any single 36 month period, any audits or other investigations reveals an 
under-reporting or under-recording error of 2% or more, or on any single occasion any audit or other investigation 
reveals an under-reporting or under-recording of 5% or more; 
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14.3.7 Intellectual Property Misuse. If Franchisee materially misuses or makes any unauthorized 
use of the Marks or otherwise materially impairs the goodwill associated therewith or Franchisor’s rights therein, or 
takes any action which reflects materially and unfavorably upon the operation and reputation of the Licensed 
Restaurant, the System, or the “FARMER BOYS®” brand generally. Franchisee’s unauthorized use, disclosure, or 
duplication of the “Trade Secrets”, excluding independent acts of employees or others if Franchisee shall have 
exercised its best efforts to prevent such disclosures or use; 

14.3.8 Misrepresentation. If Franchisee makes any material misrepresentations relating to the 
acquisition of this Agreement; 

14.3.9 Health or Safety Violations. Franchisee’s conduct of the Licensed Restaurant is so contrary 
to this Agreement, the System and the Manuals as to constitute an imminent danger to the public health (for example, 
selling spoiled food knowing that the food products are spoiled or allowing a dangerous condition arising from a 
failure to strictly comply with any health code or ordinance or other Applicable Law to continue despite Franchisee’s 
knowledge of such condition), or selling expired or other unauthorized products to the public after notice of default 
and continuing to sell such products whether or not Franchisee has cured the default after one or more notices; and 

14.3.10 Failure to Complete Training. If Franchisee, the initial Operating Principal or the initial 
Designated Manager fails to complete all phases of the Initial Training Program to Franchisor’s satisfaction prior to 
the opening of the Licensed Restaurant. 

14.4 Termination with Notice and Opportunity to Cure.  Except for any default by Franchisee under 
Sections 14.2 or 14.3 of this Agreement, and as otherwise expressly provided elsewhere in this Agreement, Franchisee 
shall have 10 days (5 days in the case of any default in the timely payment of sums due to Franchisor or its Affiliates) 
after Franchisor’s written notice of default within which to remedy any default under this Agreement, and to provide 
evidence of such remedy to Franchisor. If any such default is not cured within that time period, or such longer time 
period as Applicable Law may require or as Franchisor may specify in the notice of default, this Agreement and all 
rights granted by it shall thereupon automatically terminate without further notice or opportunity to cure. 

14.5 Reimbursement of Franchisor Costs. In the event of a default by Franchisee, all of Franchisor’s costs 
and expenses arising from such default, including reasonable legal fees and reasonable hourly charges of Franchisor’s 
administrative employees shall be paid to Franchisor by Franchisee within 5 days after cure or upon demand by 
Franchisor if such default is not cured. 

14.6 Cross-Default. Except for a default or termination of any Area Development Agreement consisting 
solely of Franchisee’s failure to meet the development schedule thereunder, any default by Franchisee under the terms 
and conditions of this Agreement, any Lease, or any other agreement between Franchisor (or its Affiliate), and 
Franchisee (or any Affiliate of Franchisee), or any default by Franchisee (or any Affiliate of Franchisee) of its 
obligations to any Co-Op Advertising Region of which it is a member, shall be deemed to be a default of each and 
every said agreement. Furthermore, in the event of termination, for any cause, of this Agreement or any other 
agreement between the parties hereto, Franchisor may, at its option, terminate any or all said agreements. 

14.7 Notice Required by Law.  Notwithstanding anything to the contrary contained in this Article, in the 
event any valid, Applicable Law of a competent Governmental Authority having jurisdiction over this Agreement and 
the parties hereto shall limit Franchisor’s rights of termination hereunder or shall require longer notice periods than 
those set forth above, this Agreement shall be deemed amended to conform to the minimum notice periods or 
restrictions upon termination required by such laws and regulations. Franchisor shall not, however, be precluded from 
contesting the validity, enforceability or application of such laws or regulations in any action, arbitration, hearing or 
dispute relating to this Agreement or the termination thereof. 

14.8 Termination by Franchisee.  Franchisee may terminate this Agreement due to a material default by 
Franchisor of its obligations hereunder, which default is not cured by Franchisor within 60 days after Franchisor’s 
receipt of prompt written notice by Franchisee to Franchisor detailing the alleged default with specificity; provided, 
that if the default is such that it cannot be reasonably cured within such 60 day period, Franchisor shall not be deemed 
in default for so long as it commences to cure such default within 60 days and diligently continues to prosecute such 
cure to completion. This is a material term of this Agreement and an arbitrator shall not, and shall not have the power 
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or authority to, waive, modify or change this requirement in any arbitration proceeding or otherwise. If Franchisee 
terminates this Agreement pursuant to this Section, Franchisee shall comply with all of the terms and conditions of 
Article 15 of this Agreement. 

ARTICLE 15 
RIGHTS AND OBLIGATIONS UPON TERMINATION 

15.1 General.  Upon the expiration or termination of Franchisee’s rights granted under this Agreement: 

15.1.1 Unless Franchisor shall have notified Franchisee that Franchisor has elected to acquire the 
Licensed Restaurant as contemplated by Sections 5.3 and 15.1.2, Franchisee shall immediately cease to use all Trade 
Secrets, the Marks, and any confusingly similar trademark, service mark, trade name, logotype, or other commercial 
symbol or insignia. Franchisee shall immediately return the Manual, all training materials, CD ROMs, DVDs, records, 
customer lists, files, advertising and promotional materials and all other written materials incorporating Trade Secrets 
and all copies of the whole or any part thereof to Franchisor. Franchisee shall at its own cost and expense make 
cosmetic changes to the Licensed Restaurant so that it no longer contains or resembles Franchisor’s proprietary 
designs, including: Franchisee shall remove all materials that would identify the Premises and Location as a Restaurant 
operated under the Marks and System, and remove distinctive cosmetic features and finishes, soffits, interior wall 
coverings and colors, exterior finishes and colors and signage from the Premises and Location as Franchisor may 
reasonably direct and shall, at Franchisor’s request, grant Franchisor access to the Premises to make cosmetic changes 
to the Licensed Restaurant so that it no longer resembles a Restaurant. 

15.1.2 If Franchisor so elects, at its sole option, upon any termination or expiration of this 
Agreement, Franchisee will sell to Franchisor such equipment and furnishings as Franchisor may designate that are 
associated with the Licensed Restaurant at its net book value, using a 5-year straight line amortization period, but in 
no event less than 10% of Franchisee’s original cost thereof. Franchisee shall schedule and provide written evidence 
of said original cost, reasonably satisfactory to Franchisor, immediately upon Franchisor’s request but in no event 
later than 10 days following the termination or expiration, as applicable, of this Agreement. Franchisor shall have no 
other payment obligations to Franchisee, and Franchisee specifically waives any and all claims to be paid for other 
equipment, furnishings, fixtures, products, supplies or the goodwill associated with the terminated Licensed 
Restaurant (which goodwill Franchisee acknowledges is owned exclusively by Franchisor). Franchisor may offset 
against any obligations it may have pursuant to this Section any amounts owed by Franchisee to Franchisor. 

15.1.3 Franchisor may retain all fees paid pursuant to this Agreement, and Franchisee shall 
immediately pay any and all amounts owing to Franchisor, its Affiliates, and/or suppliers. 

15.1.4 Any and all obligations of Franchisor to Franchisee under this Agreement shall 
immediately cease and terminate. 

15.1.5 Any and all rights of Franchisee under this Agreement shall immediately cease and 
terminate, and Franchisee shall immediately cease and thereafter refrain from representing itself as then or formerly a 
Franchisee or other Affiliate of Franchisor. 

15.1.6 Franchisee shall transfer and assign to Franchisor or its designee all telephone numbers, 
online listings, telephone listings and all other associated listings for the Licensed Restaurant, and Franchisee shall 
notify the telephone company and all listing agencies of the termination or expiration of Franchisee’s right to use any 
telephone number and any classified or other telephone directory listings associated with the Licensed Restaurant, and 
authorize and instruct their transfer to Franchisor. Franchisee shall deliver all goods and materials containing the 
Marks to Franchisor and Franchisor shall have the sole and exclusive use of any items containing the Marks. 
Franchisee is not entitled to any compensation from Franchisor if Franchisor exercises this option. 

15.1.7 If Franchisor shall have authorized Franchisee to use the Marks, or any of them in 
connection with the Internet, any website, or e-mail address, Franchisee shall cancel or assign to Franchisor or its 
designate, as Franchisor determines, all of Franchisee’s right, title and interest in any Internet websites or web pages, 
e-mail addresses, domain name listings and registrations which contain the Marks, or any of them, in whole or in part, 
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and Franchisee shall notify Verisign (Network Solutions), register.com, or other applicable domain name registrar and 
all listing agencies, upon the termination or expiration hereof, of the termination of Franchisee’s right to use any 
domain name, web page and other Internet devise associated with Franchisor or the Licensed Restaurant, and authorize 
and instruct their cancellation or transfer to Franchisor, as directed by Franchisor. Franchisee is not entitled to any 
compensation from Franchisor if Franchisor exercises its said rights or options. For the avoidance of doubt, nothing 
in this Section shall be deemed to permit Franchisee to use the Marks, or any of them in connection with the Internet, 
except with the prior consent of Franchisor as provided in this Agreement. 

15.2 Survival of Obligations.  Termination or expiration shall be without prejudice to any other rights or 
remedies that Franchisor or Franchisee, as the case may be, shall have in law or in equity, including the right to recover 
benefit of the bargain damages. In no event shall a termination or expiration of this Agreement affect Franchisee’s 
obligations to take or abstain from taking any action in accordance with this Agreement. The provisions of this 
Agreement which by their nature or expressly constitute post-termination (or post-expiration) covenants and 
agreements including the obligation of Franchisor and Franchisee to arbitrate any and all disputes shall survive the 
termination or expiration of this Agreement. 

15.3 No Ownership of Marks.  Franchisee acknowledges and agrees that rights in and to Franchisor’s 
Marks and the use thereof shall be and remain the property of Franchisor. 

15.4 Government Filings.  In the event Franchisee has registered any of Franchisor’s Marks or the name 
“FARMER BOYS®” as part of Franchisee’s assumed, fictitious or corporate name, Franchisee shall promptly amend 
such registration to delete Franchisor’s Marks and any confusingly similar marks or names therefrom. 

ARTICLE 16 
INSURANCE 

16.1 Insurance.  Subject to any other additional requirements set forth in the Lease or Master Lease, 
Franchisee shall obtain and maintain (at all times during the Term) insurance coverage in the types and amounts of 
coverage and deductibles specified in the Manuals (including business interruption coverage for Continuing Royalties, 
Marketing Fund Contributions and other payments due to Franchisor during any period of interruption), which shall 
in each instance designate Franchisor and its designated Affiliates as additional named insureds, with an insurance 
company approved by Franchisor, which approval shall not be unreasonably withheld. 

16.2 Use of Proceeds.  In the event of damage to the Licensed Restaurant covered by insurance, the 
proceeds of any such insurance shall be used to restore the Licensed Restaurant to its original condition as soon as 
possible, unless such restoration is prohibited by the Location Lease or Franchisor has otherwise consented to in 
writing. Upon the obtaining of such insurance, Franchisee shall promptly provide to Franchisor proof of such insurance 
coverage. 

16.3 Proof of Insurance.  Franchisee shall, prior to opening the Licensed Restaurant, (and from time to 
time, within 10 days after a request therefor from Franchisor, and annually thereafter provide evidence of the renewal 
or extension of each insurance policy) file with Franchisor, certificates of such insurance and shall promptly pay all 
premiums on the policies as they become due. In addition, the policies shall contain a provision requiring 30 days 
prior written notice to Franchisor of any proposed cancellation, modification, or termination of insurance. If 
Franchisee fails to obtain and maintain the required insurance, Franchisor may, at its option, in addition to any other 
rights it may have, procure such insurance for Franchisee without notice and Franchisee shall pay, upon demand, the 
premiums and Franchisor’s costs in taking such action. 

ARTICLE 17 
RELATIONSHIP OF PARTIES, DISCLOSURE 

17.1 Relationship of Franchisee to Franchisor.  It is expressly agreed that the parties intend by this 
Agreement to establish between Franchisor and Franchisee the relationship of franchisor and franchisee. It is further 
agreed that Franchisee has no authority to create or assume in Franchisor’s name or on behalf of Franchisor, any 
obligation, express or implied, or to act or purport to act as agent or representative on behalf of Franchisor for any 
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purpose whatsoever. Neither Franchisor nor Franchisee is the employer, employee, agent, partner or co-venturer of or 
with the other, each being independent. Franchisee agrees that it shall not under any circumstances hold itself out as 
the agent, representative, employee, partner or co-venturer of Franchisor. All employees hired by or working for 
Franchisee shall be the employees of Franchisee and shall not, for any purpose, be deemed employees of Franchisor 
or subject to Franchisor control. Each of the parties shall file its own tax, regulatory and payroll reports with respect 
to its respective employees and operations, saving and indemnifying the other party hereto of and from any liability 
of any nature whatsoever by virtue thereof. Neither shall have the power to bind or obligate the other except 
specifically, as set forth in this Agreement. Franchisor and Franchisee agree that the relationship created by this 
Agreement is one of independent contractor and not a fiduciary relationship. 

17.2 Indemnity. 

17.2.1 Franchisee shall protect, defend and indemnify Franchisor, and all of its past, present and 
future Owners, Affiliates, officers, directors, employees, attorneys and designees, and each of them, and hold them 
harmless from and against any and all costs and expenses, including attorneys’ fees, court costs, losses, liabilities, 
damages, claims and demands of every kind or nature on account of any actual or alleged loss, injury or damage to 
any person or Entity or to any property arising from, out of or in connection with: (a) any breach of Franchisee’s 
agreements, covenants, representations, or warranties contained in this Agreement, (b) any damages or injury to any 
person, including Franchisee’s employees, Franchisor’s employees and agents, Franchisee’s customers, and members 
of the public, suffered or incurred on or about the Licensed Restaurant or any Restaurant owned or operated by 
Franchisee, (c) product liabilities claims or defective use, preparation or serving of manufacturing of any food or other 
products sold by Franchisee which are not attributable to Franchisor’s gross negligence or intentional misconduct, (d) 
Franchisee’s or its Affiliate’s development, construction (including any latent or patent defects), maintenance, use or 
operation of the Premises and/or the Licensed Restaurant, or (e) the activities under this Agreement of Franchisee or 
any of Franchisee’s officers, owners, directors, employees, agents or contractors. For purposes of this indemnification, 
claims will mean and include all obligations, actual, consequential, and incidental damages and costs reasonably 
incurred in the defense of any claim against the Indemnified Parties, including reasonable accountants’, arbitrators’, 
attorneys’ and expert witness fees, costs of investigation and proof of facts, court costs, other litigation expenses and 
travel and living expenses. Franchisor will have the right to defend any such claim against Franchisor. This indemnity 
will continue in full force and effect subsequent to and notwithstanding the expiration or termination of this 
Agreement. 

17.2.2 Franchisor shall give Franchisee prompt written notice of any claim for which Franchisor 
demands indemnity (provided that such obligation shall not constitute a condition to Franchisee’s indemnification 
obligation unless Franchisee has been materially harmed by such delay). Franchisor shall retain the full right and 
power to direct, manage, control and settle the litigation of any claim. Franchisor shall submit all indemnifiable claims 
to its insurers in a timely manner. Any payments made to an indemnified party shall be net of benefits received by any 
indemnified party on account of insurance in respect of such claims. 

ARTICLE 18 
MEDIATION AND ARBITRATION 

18.1 Mediation.  Except to the extent precluded by Applicable law, the parties hereby pledge and agree 
that prior to filing any lawsuit (other than suits described in Section 12.3.3 or to seek provisional remedies, including 
injunctions), they shall first attempt to resolve any dispute between the parties pursuant to mediation conducted in 
accordance with the Commercial Mediation Rules of the AAA unless the parties agree on alternative rules and a 
mediator within 15 days after either party first gives notice of mediation. Such mediation shall be conducted in 
Riverside, California and shall be conducted and completed within 45 days following the date either party first gives 
notice of mediation. If the parties fail to complete the mediation within such 45-day period, either party may initiate 
litigation. The fees and expenses of the mediator shall be shared equally by the parties. The mediator shall be 
disqualified as a witness, expert or counsel for any party with respect to any suit and any related matter. Mediation is 
a compromise negotiation and shall constitute privileged communications under California and other Applicable 
Laws. The entire mediation process shall be confidential and the conduct, statements, promises, offers, views and 
opinions of the mediator and the parties shall not be discoverable or admissible in any legal proceeding for any 
purpose; provided, however, that evidence which is otherwise discoverable or admissible shall not be excluded from 
discovery or admission as a result of its use in the mediation. 
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18.2 Arbitration. Except as precluded by Applicable Law, any controversy or claim between Franchisor 
and Franchisee arising out of or relating to this Agreement or any alleged breach hereof, and any issues pertaining to 
the arbitrability of such controversy or claim and any claim that this Agreement or any part hereof is invalid, illegal, 
or otherwise voidable or void, shall be submitted to binding arbitration. Said arbitration shall be conducted before and 
will be heard by one arbitrator in accordance with the then-current commercial arbitration rules of the American 
Arbitration Association (“AAA”). Judgment upon any award rendered may be entered in any Court having jurisdiction 
thereof. Except to the extent prohibited by Applicable Law, the proceedings shall be held in the City of Riverside, 
State of California. All arbitration proceedings and claims shall be filed and prosecuted separately and individually in 
the name of Franchisee and Franchisor, and not in any class action or representative capacity, and shall not be joined 
with or consolidated with claims asserted by or against any other franchisee. The arbitrator shall have no power or 
authority to grant punitive or exemplary damages as part of its award. In no event may the material provisions of this 
Agreement including, but not limited to the method of operation, authorized product line sold or monetary obligations 
specified in this Agreement, amendments to this Agreement or in the Manuals be modified or changed by the arbitrator 
at any arbitration hearing. The substantive law applied in such arbitration shall be as provided in Section 19.7 of this 
Agreement. The arbitration and the parties’ agreement therefor shall be deemed to be self-executing, and if either 
party fails to appear at any properly noticed arbitration proceeding, an award may be entered against such party despite 
said failure to appear. All issues relating to arbitrability or the enforcement of the agreement to arbitrate contained 
herein shall be governed by the Federal Arbitration Act (9 U.S.C. § 1 et seq.), notwithstanding any provision of this 
Agreement specifying the state law under which this Agreement shall be governed and construed. 

18.2.1 Awards. The arbitrator will have the right to award or include in his award any relief which 
he or she deems proper in the circumstances, including money damages (with interest on unpaid amounts from the 
date due), specific performance, injunctive relief and attorneys’ fees and costs, in accordance with Section 17.2.1 of 
this Agreement, provided that the arbitrator will not have the authority to award exemplary or punitive damages. The 
award and decision of the arbitrator will be conclusive and binding upon all parties and judgment upon the award may 
be entered in any court of competent jurisdiction. Each party waives any right to contest the validity or enforceability 
of such award. The parties shall be bound by the provisions of any limitation on the period of time by which claims 
must be brought. The parties agree that, in connection with any such arbitration proceeding, each will submit or file 
any claim which would constitute a compulsory counter-claim (as defined by Rule 13 of the Federal Rules of Civil 
Procedure) within the same proceedings as the claim to which it relates. Any such claim which is not submitted or 
filed in such proceeding will be barred. 

18.2.2 Permissible Parties. Franchisee and Franchisor agree that arbitration will be conducted on 
an individual, not a class wide, basis and that any arbitration proceeding between Franchisee and Franchisor will not 
be consolidated with any other arbitration proceeding involving Franchisor and any other person or entity. 

18.2.3 Injunctive Relief. Notwithstanding anything to the contrary contained in Section 18.2, 
Franchisor and Franchisee will each have the right in a proper case to obtain specific performance, temporary 
restraining orders and temporary or preliminary injunctive relief from a court of competent jurisdiction, and other 
provisional relief including but not limited to enforcement of liens, security agreements, or attachment, as Franchisor 
deems to be necessary or appropriate to compel Franchisee to comply with Franchisee’s obligations to the Franchisor 
and/or to protect the Marks of the Franchisor; or any claim or dispute involving or contesting the validity of any of 
the Marks. However, the parties will contemporaneously submit their dispute for arbitration on the merits. Franchisee 
agrees that Franchisor may have temporary or preliminary injunctive relief without bond, but upon due notice, and 
Franchisee’s sole remedy in the event of the entry of such injunctive relief will be the dissolution of the injunctive 
relief, if warranted, upon hearing duly had (all claims for damages by reason of the wrongful issuance of any the 
injunction being expressly waived). 

18.2.4 Survival. The provisions of this Article 18 will continue in full force and effect subsequent 
to and notwithstanding the expiration or termination of this Agreement. 

ARTICLE 19 
MISCELLANEOUS PROVISIONS 

19.1 Notices.  Except as otherwise expressly provided herein, all written notices and reports permitted or 
required to be delivered by the parties pursuant hereto shall be deemed so delivered at the time delivered by hand, one 
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business day after transmission by facsimile or other electronic system expressly approved in the Manuals as 
appropriate for delivery of notices hereunder (with confirmation copy sent by regular U.S. mail), or 3 business days 
after placement in the United States Mail by Registered or Certified Mail, Return Receipt Requested, postage prepaid 
and addressed as follows: 

If to Franchisor: Farmer Boys Franchising Co.  
3452 University Avenue 
Riverside, CA 92501 
Telephone: (951) 275-9900 
Fax: (951) 275-9930 

With copy (which shall not constitute notice) to: 

Kenneth R. Costello, Esq.  
Bryan Cave Leighton Paisner LLP 
120 Broadway, Suite 300 
Santa Monica, California 90401  
Facsimile No.: (310) 576-2200 

If to Franchisee: See Section 1.1 

Any party may change his or its address by giving 10 days prior written notice of such change to all other parties. 

19.2 Franchisor’s Right to Cure Defaults.  In addition to all other remedies herein granted if Franchisee 
shall default in the performance of any of its obligations or breach any term or condition of this Agreement or any 
related agreement, Franchisor may, at its election, immediately or at any time thereafter, without waiving any claim 
for default or breach hereunder and without notice to Franchisee, cure such default or breach for the account and on 
behalf of Franchisee, and the cost to Franchisor thereof shall be due and payable on demand and shall be deemed to 
be additional compensation due to Franchisor hereunder and shall be added to the amount of compensation next 
accruing hereunder, at the election of Franchisor. 

19.3 Waiver and Delay.  No waiver by Franchisor of any default or series of defaults in performance by 
Franchisee, and no failure, refusal or neglect of Franchisor to exercise any right, power or option given to it hereunder 
or under any other franchise or license agreement between Franchisor and Franchisee, whether entered into before, 
after or contemporaneously with the execution hereof (and whether or not related to the Licensed Restaurant) or to 
insist upon strict compliance with or performance of Franchisee’s obligations under this Agreement, any other 
franchise or license agreement between Franchisor and Franchisee, whether entered into before, after or 
contemporaneously with the execution hereof (and whether or not related to the Licensed Restaurant) or the Manuals, 
shall constitute a waiver of the provisions of this Agreement or the Manuals with respect to any subsequent default 
thereof or a waiver by Franchisor of its right at any time thereafter to require exact and strict compliance with the 
provisions thereof. Franchisor will consider written requests by Franchisee for Franchisor’s consent to a waiver of any 
obligation imposed by this Agreement. Franchisee agrees, however, that Franchisor is not required to act uniformly 
with respect to waivers, requests and consents as each request will be considered on a case by case basis, and nothing 
shall be construed to require Franchisor to grant any such request. Any waiver granted by Franchisor shall be without 
prejudice to any other rights Franchisor may have, will be subject to continuing review by Franchisor, and may be 
revoked, in Franchisor’s discretion, at any time and for any reason, effective upon 10 days prior written notice to 
Franchisee. Franchisor makes no warranties or guarantees upon which Franchisee may rely, and assumes no liability 
or obligation to Franchisee by providing any waiver, approval, acceptance, consent, assistance, or suggestion to 
Franchisee in connection with this Agreement, or by reason of any neglect, delay, or denial of any request. 

19.4 Survival of Covenants.  The covenants contained in this Agreement which, by their nature or terms, 
require performance by the parties after the expiration or termination of this Agreement, shall be enforceable 
notwithstanding said expiration or other termination of this Agreement for any reason whatsoever. 
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19.5 Successors and Assigns; Benefit.  This Agreement shall be binding upon and inure to the benefit of 
the successors and assigns of Franchisor and Franchisee and its or their respective heirs, executors, administrators, 
successors and assigns, subject to the restrictions on Assignment contained herein. This Agreement is for the benefit 
of the parties only, and is not intended to and shall not confer any rights or benefits upon any person who is not a party 
hereto. 

19.6 Joint and Several Liability.  If Franchisee consists of more than one person or Entity, or a 
combination thereof, the obligations and liabilities of each such person or entity to Franchisor are joint and several, 
and such person(s) and/or Entities shall be deemed to be a general partnership. 

19.7 Governing Law.  This Agreement shall be governed by and construed in accordance with the laws 
of the State of California, without giving effect to any conflict of laws principles, except that (a) the provisions in 
Sections 12.1 through and including 12.5 of this Agreement, which shall be governed by the laws of the state in which 
the Restaurant operated hereunder is located, and (b) and state law relating to (1) the offer and sale of franchises (2) 
franchise relationships, or (3) business opportunities, will not apply unless the applicable jurisdictional requirements 
are met independently without reference to this paragraph. 

19.8 Entire Agreement.  This Agreement and the Manuals contain all of the terms and conditions agreed 
upon by the parties hereto with reference to the subject matter hereof. No other agreements oral or otherwise shall be 
deemed to exist or to bind any of the parties hereto and all prior agreements, understandings and representations are 
merged herein and superseded hereby. Franchisee represents that there are no contemporaneous agreements or 
understandings relating to the subject matter hereof between the parties that are not contained herein. No officer or 
employee or agent of Franchisor has any authority to make any representation or promise not contained in this 
Agreement or in any Franchise Disclosure Document for prospective franchisees required by Applicable Law, and 
Franchisee agrees that it has executed this Agreement without reliance upon any such representation or promise. 
Nothing in this Agreement or any related agreement is intended to disclaim the representations made by Franchisor in 
the franchise disclosure document delivered to Franchisee. This Agreement cannot be modified or changed except by 
written instrument signed by all of the parties hereto. 

19.9 Titles for Convenience.  Article and Section titles used in this Agreement are for convenience only 
and shall not be deemed to affect the meaning or construction of any of the terms, provisions, covenants, or conditions 
of this Agreement. 

19.10 Gender and Construction.  The terms of all Exhibits hereto are hereby incorporated into and made 
a part of this Agreement as if the same had been set forth in full herein. All terms used in any one number or gender 
shall extend to mean and include any other number and gender as the facts, context, or sense of this Agreement or any 
article or Section hereof may require. As used in this Agreement, the words “include,” “includes” or “including” are 
used in a non-exclusive sense. Unless otherwise expressly provided herein to the contrary, any consent, acceptance, 
approval or authorization of Franchisor which Franchisee may be required to obtain hereunder may be given or 
withheld by Franchisor in its sole discretion, and on any occasion where Franchisor is required or permitted hereunder 
to make any judgment, determination or use its discretion, including any decision as to whether any condition or 
circumstance meets Franchisor’s System Standards or satisfaction, Franchisor may do so in its sole subjective 
judgment and discretion. No provision herein expressly identifying any particular breach of this Agreement as material 
shall be construed to imply that any other breach which is not so identified is not material. Neither this Agreement nor 
any uncertainty or ambiguity herein shall be construed or resolved against the drafter hereof, whether under any rule 
of construction or otherwise. On the contrary, this Agreement has been reviewed by all parties and shall be construed 
and interpreted according to the ordinary meaning of the words used so as to fairly accomplish the purposes and 
intentions of all parties hereto. Franchisor and Franchisee intend that if any provision of this Agreement is susceptible 
to two or more constructions, one of which would render the provision enforceable and the other or others of which 
would render the provision unenforceable, then the provision shall be given the meaning that renders it enforceable. 

19.11 Severability.  Nothing contained in this Agreement shall be construed as requiring the commission 
of any act contrary to law. Whenever there is any conflict between any provisions of this Agreement or the Manuals 
and any present or future statute, law, ordinance or regulation contrary to which the parties have no legal right to 
contract, the latter shall prevail, but in such event the provisions of this Agreement or the Manuals thus affected shall 
be curtailed and limited only to the extent necessary to bring it within the requirements of the law. If any part, article, 
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section, sentence or clause of this Agreement or the Manuals shall be held to be indefinite, invalid or otherwise 
unenforceable, the indefinite, invalid or unenforceable provision shall be deemed deleted, and the remaining part of 
this Agreement shall continue in full force and effect. 

19.12 Counterparts.  This Agreement may be executed in any number of counterparts, each of which shall 
be deemed to be an original and all of which together shall be deemed to be one and the same instrument. 

19.13 Fees and Expenses.  If any party to this Agreement shall bring any arbitration, action or proceeding 
for any relief against the other, declaratory or otherwise, arising out of this Agreement, the losing party shall pay to 
the prevailing party a reasonable sum for attorney fees and costs incurred in bringing or defending such arbitration, 
action or proceeding and/or enforcing any judgment granted therein, all of which shall be deemed to have accrued 
upon the commencement of such arbitration, action or proceeding and shall be paid whether or not such action or 
proceeding is prosecuted to final judgment. Any judgment or order entered in such action or proceeding shall contain 
a specific provision providing for the recovery of attorney fees and costs, separate from the judgment, incurred in 
enforcing such judgment. The prevailing party shall be determined by the trier of fact based upon an assessment of 
which party’s major arguments or positions taken in the proceedings could fairly be said to have prevailed over the 
other party’s major arguments or positions on major disputed issues. For the purposes of this Section, attorney fees 
shall include fees incurred in the following: (1) post-judgment motions; (2) contempt proceedings; (3) garnishment, 
levy, and debtor and third-party examinations; (4) discovery; and (5) bankruptcy litigation. This Section is intended 
to be expressly severable from the other provisions of this Agreement, is intended to survive any judgment and is not 
to be deemed merged into the judgment. 

19.14 Waiver of Jury Trial; Venue.  TO THE EXTENT PERMITTED BY APPLICABLE LAW, THE 
PARTIES: (1) HEREBY WAIVE THEIR RIGHT TO TRIAL BY JURY WITH RESPECT TO ANY DISPUTE 
ARISING UNDER THIS AGREEMENT, AND (2) THEY AGREE THAT RIVERSIDE, CALIFORNIA SHALL BE 
THE VENUE FOR ANY LITIGATION ARISING UNDER THIS AGREEMENT. THE PARTIES 
ACKNOWLEDGE THAT THEY HAVE REVIEWED THIS SECTION AND HAVE HAD THE OPPORTUNITY 
TO SEEK INDEPENDENT LEGAL ADVICE AS TO ITS MEANING AND EFFECT. 

     
 FRANCHISEE FRANCHISOR 
 INITIALS INITIALS 

ARTICLE 20 
SUBMISSION OF AGREEMENT 

20.1 General.  The submission of this Agreement does not constitute an offer and this Agreement shall 
become effective only upon the execution thereof by Franchisor and Franchisee. This Agreement shall not be binding 
on Franchisor unless and until it shall have been accepted and signed on its behalf by an authorized officer of 
Franchisor. 

ARTICLE 21 
ACKNOWLEDGMENT 

21.1 General.   Franchisee, and its Owners, jointly and severally acknowledge that they have carefully 
read this Agreement and all other related documents to be executed concurrently or in conjunction with the execution 
hereof, that they have obtained the advice of counsel in connection with entering into this Agreement, that they 
understand the nature of this Agreement, and that they intend to comply herewith and be bound hereby. Except as set 
forth in the Franchise Disclosure Document, if any such representation was made, Franchisor expressly disclaims 
making, and Franchisee acknowledges that it or they have not received or relied on any warranty or guarantee, express 
or implied, as to the potential volume, profits, expenses, or success of the business venture contemplated by this 
Agreement. 

[signature page to follow] 
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IN WITNESS WHEREOF, the parties hereof have executed this Agreement as of the date of execution by 

 “Franchisor”: FARMER BOYS FRANCHISING CO., 
a California corporation 

  
Date of Execution 

By:  
Name:  
Its:  

 “Franchisee”  
  
Date of Execution 

[   ] a  general partnership; 
[   ] a  limited partnership; 
[   ] a  limited liability company; 
[   ] a  corporation 

  
By:  
Print Name:  
Its:  

  
By:  
Print Name:  
Its:  

  
By:  
Print Name:  
Its: , and individually 

  
By:  
Print Name:  
Its: , and individually 

  
By:  
Print Name:  
Its: , and individually 
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APPENDIX 1 

“AAA” shall have the meaning set forth in Section 18.2 of this Agreement. 

“Additional Training” shall have the meaning set forth in Section 6.3.3 of this Agreement. 

“Adjusted Gross Revenue” means the total of all revenues received or receivable by Franchisee as payment, 
whether in cash or for credit or barter, or other means of exchange (and, if for credit or barter, whether or not payment 
is received therefor), on account of any and all goods, merchandise, services or products sold in or from the Licensed 
Restaurant, including Catering, take-out and delivery, or which are promoted or sold under any of the Marks, during 
each Accounting Period of the Term, whether or not Franchisor offers such services or products in its other locations, 
including; (a) revenues from sales of any nature or kind whatsoever, derived by Franchisee or by any other person or 
Entity (including Franchisee’s Affiliate(s)) from the Licensed Restaurant; (b) sales of Authorized FARMER BOYS® 
Products in contravention of this Agreement; (c) the proceeds of any business interruption insurance, after the 
satisfaction of any applicable deductible, which shall include coverage for Franchisor’s benefit to cover lost 
Continuing Royalties and Marketing Fund Contributions and other payments due to Franchisor during any interruption 
in operations, calculated based on historical Adjusted Gross Revenue prior to the business interruption; and (d) sales 
from vending devices including pay telephones. Notwithstanding the foregoing, “Adjusted Gross Revenue” shall 
exclude the following: (i) sums representing sales taxes collected directly from customers by Franchisee in the 
operation of the Licensed Restaurant, and any sales, value added or other tax, excise or duty charged to customers 
which is levied or assessed against Franchisee by any Federal, state, municipal or local authority, based on sales of 
specific goods, products, merchandise or services sold or provided at or from the Licensed Restaurant, provided that 
such taxes are actually transmitted to the appropriate Governmental Authority; (ii) sums representing tips, gratuities 
or service charges paid directly by customers to employees of Franchisee or paid to Franchisee and promptly and to 
the extent turned over to such employees by Franchisee in lieu of direct tips or gratuities; (iii) proceeds from isolated 
sales of equipment and trade fixtures not constituting any part of Franchisee’s products and services offered for resale 
at the Licensed Restaurant nor having any material effect upon the ongoing operation of the Licensed Restaurant 
required under this Agreement; and (iv) revenues received on account of sales of pre-paid gift cards in accordance 
with Franchisor’s policies in effect from time to time (which shall be remitted by Franchisee to Franchisor or a 
designated Supplier appointed to administer the Gift Card Program); provided, however, that revenues received by 
Franchisee upon redemption of such pre-paid gift cards shall be included as part of “Adjusted Gross Revenue.” For 
purposes of clarity, with respect to goods, merchandise, services or products sold pursuant to coupons or other 
discounts given directly to customers (which must be approved in advance by Franchisor), Adjusted Gross Revenue 
shall include only the amounts actually received from the customer and not include the value of the discount from the 
regular purchase price of such goods, merchandise, services or products. 

“Affiliate” when used herein in connection with Franchisor or Franchisee, includes each person or Entity 
which directly, or indirectly, through one or more intermediaries, controls, is controlled by, or is under common 
control with Franchisor or Franchisee, as applicable. Without limiting the foregoing, the term “Affiliate” when used 
herein in connection with Franchisee includes any Entity 10% or more of whose Equity or voting control, is held by 
person(s) or Entities who, jointly or severally, hold 10% or more of the Equity or voting control of Franchisee. For 
purposes of this definition, control of a person or Entity means the power, direct or indirect, to direct or cause the 
direction of the management and policies of such person or Entity whether by contract or otherwise. Notwithstanding 
the foregoing definition, if Franchisor or its Affiliate has any ownership interest in Franchisee, the term “Affiliate” 
shall not include or refer to the Franchisor or that Affiliate, and no obligation or restriction upon an “Affiliate” of 
Franchisee, shall bind Franchisor, or said Affiliate or their respective direct and indirect parents or subsidiaries, or 
their respective officers, directors, or managers. 

“Agreement” means this Franchise Agreement. 

“Anti-Terrorism Laws” means the International Money Laundering Abatement and Anti-Terrorist 
Financing Act; Executive Order 13224 issued by the President of the United States of America (or any successor 
Order), the Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct 
Terrorism Act (USA PATRIOT Act) of 2001 (or any successor legislation) and all other present and future national, 
provincial, federal, state and local laws, ordinances, regulations, policies, lists, Orders and any other requirements of 
any Governmental Authority addressing or in any way relating to terrorist acts and acts of war. 
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“Applicable Law” means and includes applicable common law and all applicable statutes, laws, rules, 
regulations, ordinances, policies and procedures established by any Governmental Authority, as in effect on the 
Effective Date, and as may be amended, supplemented or enacted from time to time, governing the directly or 
indirectly the ownership, financing, development, construction, operation, or use of revenue related to the Licensed 
Restaurant, and related activities, or prohibiting unfair, fraudulent or corrupt business acts, omissions or practices, 
including without limitation, all labor, immigration, food and drug laws and regulations, the Americans with 
Disabilities Act, and Anti-Terrorism Laws. 

“Area Development Agreement” means an agreement between Franchisee and Franchisor under which 
Franchisee or its Affiliate has agreed to open multiple Restaurants and pursuant to which Franchisee has executed this 
Agreement. 

“Assets” means all of the following personal property and assets owned by Franchisee or in which Franchisee 
otherwise has any rights, and located at, or used in connection with the Licensed Restaurant: (a) all accounts, licenses, 
permits, and contract rights, including this Agreement, leasehold interests, all telephone and telecopier numbers, 
telephone and other directory listings, general intangibles, receivables, claims of Franchisee, all guaranties and 
security therefor and all of Franchisor’s right, title and interest in the goods purchased and represented by any of the 
foregoing; (b) all chattel paper including electronic chattel paper and tangible chattel paper; (c) all documents and 
instruments; (d) all letters of credit and letter-of-credit rights and all supporting obligations; (e) all deposit accounts; 
(f) all investment property and financial assets; (g) all inventory and products thereof and documents therefor; (h) all 
furniture, fixtures, equipment, leasehold improvements and machinery, wherever located and all documents and 
general intangibles covering or relating thereto; (i) all books and records pertaining to the foregoing, including 
computer programs, data, certificates, records, circulation lists, subscriber lists, advertiser lists, supplier lists, customer 
lists, customer and supplier contracts, sales orders, and purchasing records; (j) all software including computer 
programs and supporting information; (k) all commercial tort claims; (l) all other personal property of Franchisee of 
any kind used in connection with the Licensed Restaurant; and (m) all proceeds of the foregoing, including proceeds 
of insurance policies. 

“Assignment” shall mean and refer to any assignment, transfer, gift or other conveyance, voluntarily or 
involuntarily, in whole or in part, by operation of Applicable Law or otherwise, of any interest in this Agreement or 
any of Franchisee’s rights or privileges hereunder, or all or any substantial portion of the assets of the Licensed 
Restaurant, including the Lease; provided, further, however, that if Franchisee is an Entity, each of the following shall 
be deemed to be an Assignment of this Agreement: (i) the sale, assignment, transfer, conveyance, gift, pledge, 
mortgage, hypothecation or other encumbrance of more than 49% in the aggregate, whether in one or more 
transactions, of the Equity or voting power of Franchisee, by operation of law or otherwise or any other event(s) or 
transaction(s) which, directly or indirectly, effectively changes control of Franchisee; (ii) the issuance of any securities 
by Franchisee which itself or in combination with any other transaction(s) results in the Owners, as constituted on the 
Effective Date, owning less than 51% of the outstanding Equity or voting power of Franchisee; (iii) if Franchisee is a 
Partnership, the resignation, removal, withdrawal, death or legal incapacity of a general partner or of any limited 
partner owning more than 49% of the Partnership Rights of the Partnership, or the admission of any additional general 
partner, or the transfer by any general partner of any of its Partnership Rights in the Partnership, or any change in the 
ownership or control of any general partner; (iv) the death or legal incapacity of any Owner owning more than 49% 
of the Equity or voting power of Franchisee; and (v) any merger, stock redemption, consolidation, reorganization, 
recapitalization or other transfer of control of the Franchisee, however effected. 

“Authorized FARMER BOYS® Products” means the foods products, sauces, marinades and beverages 
and other food items and ancillary related products, which may include specialty foods, packaged foods, books, hats, 
t-shirts and novelty items, as specified by Franchisor from time to time in the Manuals, or as otherwise directed by 
Franchisor in writing, for sale at a Restaurant, prepared, sold and/or manufactured in strict accordance with 
Franchisor’s recipes, System Standards, including specifications as to ingredients, brand names, preparation and 
presentation. 

“Catering” means (i) the preparation, provision and service and management of service of food and 
beverages (including sales, marketing and promotional practices related thereto) to guests, invitees and other third 
parties on behalf of a client of the provider, whether on premises owned, leased, managed, licensed, hired or operated 
by such client, or for a venue-based catering facility not constituting a Restaurant by the provider including, without 
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limitation, a private, cultural, entertainment, healthcare, sports, convention or educational facility, or as part of a 
special event such as a sporting, cultural, charitable or political event; and (ii) contract catering services which means 
the preparation, provision and service or management of service of food and beverages (including sales, marketing 
and promotional practices related thereto) to employees, customers, vendors, guests and invitees (but not the general 
public) on behalf of a client or to a client directly on an ongoing basis over a period of time pursuant to a contract with 
such client. 

“Competitive Activities” means to, own, operate, lend to, advise, be employed by, or have any financial 
interest in (i) any Restaurant that offers or sells burgers or breakfast; (ii) any family dining restaurant, other than a 
Restaurant operated pursuant to a validly subsisting franchise agreement with Franchisor, and other than Franchisee’s, 
or its Affiliate’s continued operation, substantially in the same manner as presently conducted, of any “grandfathered” 
restaurant(s) identified on Exhibit G. Notwithstanding the foregoing, “Competitive Activities” shall not include the 
direct or indirect ownership solely as an investment, of securities of any Entity which are traded on any national 
securities exchange if the owner thereof (i) is not a controlling person of, or a member of a group which controls, such 
Entity and (ii) does not, directly or indirectly, own 5% or more of any class of securities of such Entity. 

“Continuing Royalty” shall have the meaning set forth in Section 4.2 of this Agreement. 

“Co-op Advertising Regions” shall have the meaning set forth in Section 8.4 of this Agreement. 

“Crisis Management Event” means any event that occurs at or about the Licensed Restaurant that has or 
may cause harm or injury to customers or employees, such as food contamination, food spoilage/poisoning, food 
tampering/sabotage, contagious diseases, natural disasters, terrorist acts, shootings, or any other circumstance which 
may damage the System, Marks, or image or reputation of Restaurant s or Franchisor or its Affiliates. 

“Default” or “default” means any breach of, or failure to comply with, any of the terms or conditions of an 
agreement. 

“Designated Manager” means an individual, acceptable to, and certified by Franchisor, and responsible for 
overseeing the operation of the Licensed Restaurant whose identity must be known by Franchisor at all times. 

“Dispute” shall have the meaning set forth in Section 18.1 of this Agreement. 

“EFT” shall have the meaning set forth in Section 4.6.1 of this Agreement. 

“Entity” means any limited liability company, partnership, trust, association, corporation or other entity 
which is not an individual. 

“Equity” means capital stock, membership interests, Partnership Rights, or other equity ownership interests 
of an Entity. 

“FARMER BOYS® Brand Product” means any product now existing or developed in the future that bears 
any of the Marks. 

“First Successor Franchise Agreement” shall have the meaning set forth in Section 3.2 of this Agreement. 

“First Successor Term” shall have the meaning set forth in Section 3.2 of this Agreement. 

“Force Majeure” means acts of God (such as tornadoes, earthquakes, hurricanes, floods, fire or other natural 
catastrophe); strikes, lockouts or other industrial disturbances; war, terrorist acts, riot, or other civil disturbance; 
epidemics; or other similar forces which Franchisee could not by the exercise of reasonable diligence have avoided; 
provided however, that neither an act or failure to act by a Governmental Authority, nor the performance, non-
performance or exercise of rights under any agreement with Franchisee by any lender, landlord, contractor, or other 
person shall be an event of Force Majeure hereunder, except to the extent that such act, failure to act, performance, 
non-performance or exercise of rights results from an act which is otherwise an event of Force Majeure. For the 



50 
570879860.22 

avoidance of doubt, Franchisee’s financial inability to perform or Franchisee’s insolvency shall not be an event of 
Force Majeure hereunder. 

“Gift Card Program” shall have the meaning set forth in Section 7.3.4 of this Agreement. 

“Gift Cards” shall have the meaning set forth in Section 7.3.4 of this Agreement. 

“Governmental Authority” means and includes all Federal, state, county, municipal and local governmental 
and quasi-governmental agencies, commissions and authorities. 

“Heirs” shall have the meaning set forth in Section 14.3.1 of this Agreement. 

“Information” shall have the meaning set forth in Section 10.1 of this Agreement. 

“Information Systems” means all electronic based hardware, software, middleware, web-based solutions, 
wireless, electronic interfaces, cabling, and other electronic devices, including, computer systems, point of sale and 
cash collection systems, data systems, network systems, printer systems, internet systems, mobile applications, loyalty 
programs, telecommunication systems, menu systems, security systems, digital media systems, video and still digital 
cameras, power systems, music systems, and required service and support systems and programs. 

“Initial Training Program” shall have the meaning set forth in Section 6.1.1. 

“Internet” means collectively the myriad of computer and telecommunications facilities, including 
equipment and software, which comprise the interconnected worldwide network of networks that employ the TCP/IP 
Transmission Control Protocol/Internet Protocol, or any predecessor or successor protocols to such protocol, to 
communicate information of all kinds by fiber optics, wire, radio, or other methods of transmission. 

“Lease” shall mean any agreement, however denominated, that allows Franchisee to occupy the Location if 
owned by a third party, including any lease, sublease, concession agreement, license, and similar arrangement between 
Franchisee and a third party. 

“Licensed Restaurant” means, as context requires, the Restaurant to be developed, or already developed, at 
the Location by Franchisee pursuant to this Agreement. 

“Local Advertising Expenditure” shall have the meaning set forth in Section 8.2 of this Agreement. 

“Manuals” means Franchisor’s library of operations and training manuals, including start-up manual and 
franchise unit operation manual, and any other written directive related to the System, as the same may be amended 
and revised from time to time, including all bulletins, supplements and ancillary and additional manuals and written 
directives established by Franchisor as in effect and amended from time to time. 

“Marketing Fund Contribution” shall have the meaning set forth in Section 4.3 of this Agreement. 

“Marketing Fund” shall have the meaning set forth in Section 4.3 of this Agreement. 

“Marks” shall have the meaning set forth in Recital A of this Agreement. 

“Master Lease,” if applicable, means the lease for the Location under which Franchisor or its Affiliate is the 
lessee, and pursuant to which Franchisor or its Affiliate has subleased the Location to Franchisee. 

“Multi-Unit Manager” shall have the meaning set forth in Section 7.2.4 of this Agreement. 

“Non-Proprietary Products” shall have the meaning set forth in Section 9.3 of this Agreement. 
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“Non-Traditional Venue” is a facility operated under the Marks located within another primary business or 
in conjunction with other businesses or at institutional settings, including toll roads, hotels and motels, ships, ports, 
piers, municipal facilities, public transportation facilities, casinos, stadiums, airports, colleges and universities, 
schools, theme or amusement park, county or state fair, special event location, hospitals, military and other 
governmental facilities, office or in-plant food service facilities, any major, regional or enclosed mall (excluding 
shopping center outlets), shopping mall food courts operated by a master concessionaire, grocery stores, supermarkets 
and convenience stores, mobile unit, kiosk, or other similar locations of a “non-standard” nature, and any site for 
which the lessor, owner or operator thereof shall have indicated its intent to prefer or limit the operation of its food 
service facilities to a master concessionaire or contract food service provider. 

“Notice of Election” shall have the meaning set forth in Section 3.3.1 of this Agreement. 

“On-Site Training” shall have the meaning set forth in Section 6.2 of this Agreement. 

“Option Notice” shall have the meaning set forth in Section 5.3.5 of this Agreement. 

“Owner” means any direct or indirect shareholder, member, general or limited partner, trustee, or other 
equity owner of an Entity, except, that if Franchisor or any Affiliate of Franchisor has any ownership interest in 
Franchisee, the term “Owner” shall not include or refer to the Franchisor or that Affiliate or their respective direct and 
indirect parents and subsidiaries, and no obligation or restriction upon the “Franchisee”, or its Owners shall bind 
Franchisor, or said Affiliate or their respective direct and indirect parents and subsidiaries or their respective officers, 
directors, or managers. 

“Partnership Rights” means voting power, property, profits or losses, or partnership interests of a 
Partnership. 

“Partnership” means any general partnership, limited partnership, or limited liability partnership. “Permits” 
means and includes all applicable franchises, licenses, permits, registrations, certificates and other operating authority 
required by Applicable Law. 

“Premises” means the premises owned, leased or subleased by Franchisee at which the Licensed Restaurant 
is located including any ancillary common area, parking lot, campus, buildings and other structures associated with 
the Premises. 

“Proprietary Products” shall have the meaning set forth in Section 9.2 of this Agreement. 

“Related Persons” means the Franchisee, and each of its Owners and Affiliates, and the respective officers, 
directors, managers, and Affiliates of each of them, the Operating Principal, the Designated Manager(s), and the 
spouse and family members who live in the same household of each of the foregoing who are individuals. 

“Restaurant” means a restaurant being developed or operated, as the case may be, under the Marks and in 
accordance with the System and specializing in the sale of Authorized FARMER BOYS® Products. 

“ROFR” shall have the meaning set forth in Section 13.2.3(c) of this Agreement. 

“ROFR Period” shall have the meaning set forth in Section 13.2.3(c) of this Agreement. 

“Second Successor Franchise Agreement” shall have the meaning set forth in Section 3.2 of this 
Agreement. 

“Second Successor Term” shall have the meaning set forth in Section 3.2 of this Agreement. 

“Site Review Request” shall have the meaning set forth in Section 5.1.1 of this Agreement. 
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“ServSafe” means the food safety training program administered by the National Restaurant Association 
Educational Foundation under the “ServSafe” name, or such other or additional food safety program or certification 
program designated or accepted by Franchisor from time to time for the jurisdiction in which the Licensed Restaurant 
is located. 

“Successor Franchise Agreement” means the First Successor Franchise Agreement or the Second Successor 
Franchise Agreement, as the context requires. 

“Successor Franchise Right” shall have the meaning set forth in Section 3.2 of this Agreement. 

“Successor Term” means the First Successor Term or Second Successor Term, as the context requires. 
“Supplier” shall have the meaning set forth in Section 9.3 of this Agreement. 

“System” means Franchisor’s operating methods and business practices related to its Restaurants, and the 
relationship between Franchisor and its franchisees, including defined product offerings, recipes, and preparation 
methods; distinctive interior and exterior Restaurant designs, including architectural designs, layout plans; other items 
of trade dress; specifications for equipment, fixtures, and uniforms; signs; Trade Secrets and other confidential 
information; restrictions on ownership; inventory techniques, standard operating and administrative procedures; 
management and technical training programs; and marketing and public relations programs; all as Franchisor may 
modify the same from time to time. 

“System Standards” means the specifications, standards, policies, operating procedures and rules Franchisor 
establishes requires for the operation of Restaurants, as modified by Franchisor from time to time in writing. 

“Term” shall have the meaning set forth in Section 3.1 of this Agreement including any extensions thereof. 

“Territory” shall have the meaning set forth in Section 2.3.1 of this Agreement. 

“Trade Secrets” means proprietary and confidential information, including, recipes, ingredients, 
specifications, procedures, policies, concepts, systems, know-how, plans, software, strategies, and methods and 
techniques of operating the Licensed Restaurant and producing and preparing Authorized FARMER BOYS® 
Products, excluding information that is or becomes a part of the public domain through publication or communication 
by third parties not bound by any confidentiality obligation or that Franchisee can show was already lawfully in 
Franchisee’s possession before receipt from Franchisor. 

“Trademark Claim” shall have the meaning set forth in Section 11.5 of this Agreement. 

“Traditional Restaurant” is a business premises that exists primarily as a Restaurant, excluding any 
Restaurant at a Non-Traditional Venue, however, which Traditional Restaurant may also have other types of 
Franchisor-approved co-branded businesses located in it, but in such case the Restaurant is the primary business. 

“Week” means each seven-day period commencing on Monday and ending on Sunday. 
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EXHIBIT A 
Territory 

The Territory shall be as follows: 
 
[  ] A radius of one (1) mile surrounding the Location of the Licensed Restaurant.  

[  ] The area outline on the attached map and described as follows: 

  
  
  
  
  
 

* If the Territory is defined by streets, highways, freeways, or other roadways, or rivers, streams, or tributaries, then 
the boundary of the Territory shall extend to the center of each such street, highway, freeway, or other roadway, or 
river, stream or tributary. 
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EXHIBIT B 
Authorization Agreement For  

Rearranged Payment (Direct Debits) 

The undersigned depositor (“Depositor”) authorizes Farmer Boys Franchising Co. (“Farmer Boys”) to 
request debit entries and/or credit correction entries to the Depositor’s checking and/or savings account(s) indicated 
below and the depository (“Depository”) to debit the account according to Farmer Boys instructions. 

Depository  Branch 

Street Address, City, State, Zip Code 

Bank Transit / ABA Number  Account Number 

 
This authorization is to remain in full force and effect until Depository has received joint written notification 

from Farmer Boys and Depositor of the Depositor’s termination of the authorization in a time and manner that will 
give Depository a reasonable opportunity to act on it. In spite of the foregoing, Depository will give Farmer Boys and 
Depositor thirty (30) days’ prior written notice of the termination of this authorization. If an erroneous debit entry is 
made to Depositor’s account, Depositor will have the right to have the amount of the entry credited to the account by 
Depository, if within fifteen (15) calendar days following the date on which Depository sent to Depositor a statement 
of account or a written notice pertaining to the entry or forty five (45) days after posting, whichever occurs first, 
Depositor has sent Depository a written notice identifying the entry, stating that the entry was in error, and requesting 
Depository to credit the amount of it to the account. These rights are in addition to any rights Depositor may have 
under federal and state banking laws. 

Depositor  Depository 

By  By 

Title  Title 

Date  Date 
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EXHIBIT C 
Entity Information 

If Franchisee is an Entity, Franchisee represents and warrants that the following information is accurate and 
complete in all material respects: 

(1) Franchisee is a (check as applicable): 

[  ] corporation 
[  ] limited liability company 
[  ] general partnership 
[  ] limited partnership 
[  ] Other (specify):   

(2) Franchisee shall provide to Franchisor concurrently with the execution hereof true and accurate 
copies of its charter documents including Articles of Incorporation, Bylaws, Operating Agreement, Partnership 
Agreement, resolutions authorizing the execution hereof, and any amendments to the foregoing (“Entity Documents”). 

(3) Franchisee promptly shall provide such additional information as Franchisor may from time to time 
request concerning all persons who may have any direct or indirect financial interest in Franchisee. 

(4) The name and address of each of Franchisee’s Owners, members, or general and limited partner: 

Name & Title Address  Number of Shares / % Interest 

  
  
  
  
  

 
(5) There is set forth below the names, and addresses and titles of Franchisee’s principal officers or 

partners who will be devoting their full time to the Business: 

Name & Title Address 

  
  
  
  
  

(6) The address where Franchisee’s Financial Records, and Entity records (e.g., Articles of 
Incorporation, Bylaws, Operating Agreement, Partnership Agreement, etc.) are maintained is: 
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EXHIBIT D 
Addendum to Lease 

THIS ADDENDUM TO LEASE (“Addendum”) is made this _____ day of _____, 20 _ by and between 
__________ (“Landlord”) and __________(“Franchisee”) and FARMER BOYS FRANCHISING CO., a 
California corporation (“Franchisor”) with reference to the following facts: 

A. Franchisor and Franchisee are parties to that certain Franchise Agreement dated __________, 20__ 
(the “Franchise Agreement”). 

B. Landlord and Franchisee desire to enter into a lease (the “Lease”) pursuant to which Franchisee will 
occupy the premises located a ____________________ (the “Premises”) for a Farmer Boys® Restaurant (the 
“Restaurant”) licensed under the Franchise Agreement. 

C. Franchisee is required to execute and to cause Landlord to execute this Addendum. 

NOW, THEREFORE, the parties agree as follows: 

1. Notwithstanding anything to the contrary contained in the Lease: 

a) Franchisee shall be the only facility, excluding supermarkets or similar convenience stores, 
specializing in similar food sales in the center (or nearby centers owned by the same Landlord); 

b) The Premises shall be constructed and improved pursuant to the Franchise Agreement; 

c) [This paragraph to be used instead of Section 2 if Landlord and Franchisor are 
unaffiliated entities>>] Franchisor or its designee shall have the right, but not the obligation, without cost or 
expense to Franchisor or such designee, to assume the Lease, or execute a substitute lease on the same terms 
for the then remaining term of the Lease plus all remaining option/renewal terms, in the event of termination 
or expiration of the Franchise Agreement for any reason; 

d) Franchisor or its designee shall have the right (but not the obligation) to succeed to 
Franchisee’s rights under the Lease if Franchisee fails to exercise any option to renew, and or extend the term 
of the Lease, 

e) Upon Franchisee’s default under the Lease, or upon any alleged default thereof by 
Franchisee, the Landlord shall notify Franchisor in writing at least 15 days prior to the date of termination or 
non-renewal of the Lease and, in the case of a default, Franchisor or its designee shall have the right, but not 
the obligation, without liability to Franchisee, to cure the default and to succeed to Franchisee’s rights under 
said Lease or request that the Landlord terminate the Lease and enter into a substitute Lease with Franchisor 
or said designee on the same terms by giving written notice of such election to Franchisee and such Landlord; 

f) Franchisee shall have the unrestricted right, without Landlord consent, payment to 
Landlord or modification of any term of the Lease, during the entire term of the Lease (including any renewal 
terms) to assign or sublet the Premises to Franchisor, its designee, or any franchisee or licensee approved by 
Franchisor and who meets Landlord’s reasonable financial suitability requirements; 

g) Except as permitted in this Addendum, the Lease may not be assigned, subleased, modified 
or amended without Franchisor’s prior written consent and that Franchisor shall be provided with copies of 
all such assignments, subleases, modifications and amendments; 

h) Landlord must disclose to Franchisor, upon Franchisor’s request, all sales and other 
information furnished to the Landlord by Franchisee; 
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i) Upon expiration or termination of the Lease for any reason, Franchisee shall, upon 
Franchisor’s demand, remove all of the Marks from the Location and Premises and modify the decor of the 
Location so that it no longer resembles, in whole or in part, a Restaurant, and otherwise comply with Article 
15 of the Franchise Agreement. If Franchisee shall fail do so, Franchisor will be given written notice and the 
right to enter the Location and Premises to make such alterations, in which event Franchisee shall reimburse 
Franchisor for all direct and indirect costs and expense it may incur in connection therewith, including 
attorneys’ fees; 

j) A Franchisee default under the Franchise Agreement may not be designated as a default 
under the Lease without the prior written consent of Franchisor; and 

k) During the term of the Lease, the Premises may not be used for any use other than the 
operation of a Farmer Boys ® Restaurant. 

2. [This section to be used instead of Section 1(c) if Landlord and Franchisor are affiliated 
entities.>>] Following the occurrence of a Franchisee default under the Franchise Agreement (and if applicable, the 
expiration, without cure, of the cure period applicable to a default Franchisee is entitled to cure), Franchisor shall have 
the right, but not the obligation, to assume, or to cause its designee to assume, the obligations of Franchisee under the 
Lease and succeed to the interest of Franchisee as tenant thereunder (the “Assumption Right”). Franchisor shall 
exercise the Assumption Right by delivering to Landlord written notice of Franchisor’s exercise thereof (the “Election 
Notice”), and upon delivery of the Election Notice, the Lease shall be deemed to have been assigned to Franchisor or 
its designee. The provisions of this Section 2 shall be self-operative and shall not require any payment by Franchisor, 
the consent of Franchisee or further instruments to give effect thereto; provided, however, that promptly following 
Franchisor’s exercise of the Assumption Right, Landlord and Franchisor or its designee, as the case may be, shall 
execute a Confirmation of Assignment of Lease substantially in the form attached hereto as Exhibit D-1. Landlord 
and Tenant shall (i) execute a Memorandum of Lease substantially in the form attached hereto as Exhibit D-2 (the 
“Memorandum of Lease”) concurrently with the execution of the Lease and (ii) cause the Memorandum of Lease to 
be recorded in the appropriate county recorder’s office promptly following execution of the Lease. 

3. Nothing in the Lease or this Addendum shall neither create or purport to create any obligations on 
behalf of Franchisor to Landlord or Franchisee and nothing in the Lease or this Addendum shall grant or purport to 
grant to Landlord any right to pursue any claim against Franchisor arising out of Tenant’s breach or default under the 
Lease. 

4. In the event of any conflict or inconsistency between the Lease and this Addendum, this Addendum 
shall control. 

IN WITNESS WHEREOF, the parties have executed this Addendum as of the date first set forth above. 

“Landlord”  “Tenant” 

By:    By:   
Name:   Name:  
Title:   Title:  
   
   
FARMER BOYS FRANCHISING CO.   

By:      
Name:    
Title    
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EXHIBIT D-1 
Confirmation of Assignment of Lease 

CONFIRMATION OF ASSIGNMENT OF LEASE 

This Confirmation of Assignment of Lease (“Confirmation”) dated effective as of  (“Effective 
Date”) is entered into by and between  (“Landlord”) and     (“Assignee”). 

RECITALS 
A. Landlord and   (“Tenant”) entered into that certain unrecorded [exact title of lease] dated 

as of    (the “Lease”). 

B. The Lease covers the real property commonly known as  (the “Premises”). 

C. The Lease provides that if Tenant commits a default under the Franchise Agreement, Franchisor has 
the right to exercise the Assumption Right by delivering to Landlord the Election Notice and the Lease shall thereupon 
be deemed to have been assigned to Assignee. 

D. Prior to execution of this Confirmation, Franchisor delivered the Election Notice to Landlord. 

E. All undefined, capitalized terms used in this Confirmation shall have the same meanings as those 
assigned to them in the Lease. 

TERMS AND CONDITIONS 
NOW, THEREFORE, in consideration of the mutual promises, covenants and conditions contained herein, 

the parties hereby agree as follows: 

1. Assignment. Landlord hereby confirms that all of Tenant’s right, title and interest in, and obligations 
under, the Lease have been assigned to Assignee. 

2. Assumption of Lease Obligations. Assignee assumes and agrees to perform and discharge, when 
due, all of the obligations of Tenant under the Lease for the benefit of Landlord, and agrees to be bound by all of the 
covenants and conditions contained in the Lease. 

IN WITNESS WHEREOF, Landlord and Assignee have executed this Assignment effective as of the date 
first written above. 

LANDLORD  ASSIGNEE 

By:    By:   
Name:   Name:  
Title:   Title:  
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EXHIBIT D-2 
Memorandum of Lease 

RECORDING REQUESTED BY:  

WHEN RECORDED RETURN TO: 
 
 
 

MEMORANDUM OF LEASE 

THIS MEMORANDUM OF LEASE is dated effective as of the __________day of __________, 20__ by 
and between __________ (“Landlord”) and __________ (“Tenant”). 

By this Memorandum of Lease, and by that certain unrecorded lease dated   (the “Lease”) 
by and between Landlord and Tenant, Landlord hereby leases to Tenant and Tenant hereby leases from Landlord, the 
real property commonly  known as __________ (the “Premises”) more particularly described in Exhibit “A” attached 
hereto and made a part hereof, subject to all the terms, covenants and conditions set forth in the Lease, all of which 
terms, covenants and conditions are incorporated herein by reference as fully and completely as if specifically set forth 
in full. 

The term of the Lease shall be for __________ (_____) years, commencing __________and expiring 
__________. 

The purpose of this Memorandum of Lease is solely to give notice of the existence of the Lease and the 
“Assumption Right” of “Franchisor” (as those terms are defined in the Lease). This Memorandum of Lease does not 
in any manner enlarge, reduce, or otherwise modify in any respect, the respective rights, privileges, liabilities or 
obligations of Landlord and Tenant under the Lease, or any other written agreement between Landlord and Tenant 
with respect to the Premises; and this Memorandum of Lease is not intended to be a complete summary of the Lease, 
and the provisions hereof shall not be used in interpreting or construing any of the provisions of the Lease. In the event 
of any conflict between the provisions of this Memorandum of Lease and the provisions of the Lease, the provisions 
of the Lease shall control. 

This Memorandum may be executed in any number of counterparts, each of which shall be deemed an 
original, but all of which together will constitute one and the same instrument. 

IN WITNESS WHEREOF, this Memorandum of Lease has been executed as of the day and year first above 
written. 

“LANDLORD”  “TENANT” 

   

 

[ATTACH NOTARIAL ACKNOWLEDGMENTS] 
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EXHIBIT E 
Nondisclosure And Noncompetition Agreement 

In return for his or her training by Farmer Boys Franchising Co. (“Farmer Boys”), to operate a FARMER 
BOYS® Restaurant or his or her employment by Farmer Boys or one of its franchisees, the undersigned Confidant 
agrees as follows: 

1. Nondisclosure of Trade Secrets and Confidential Information 

Confidant agrees, during the term of the Franchise Agreement and following termination, expiration, or 
assignment of the Agreement, not to disclose, duplicate, sell, reveal, divulge, publish, furnish, or communicate, either 
directly or indirectly, any Trade Secret or other Confidential Information of Farmer Boys to any other person or 
company unless authorized in writing by Farmer Boys. Confidant agrees not to use any Trade Secrets or Confidential 
Information for his or her personal gain or for purposes of others, whether or not the Trade Secret or Confidential 
Information has been conceived, originated, discovered, or developed, in whole or in part, by Confidant or represents 
Confidant’s work product. If Confidant has assisted in the preparation of any information that Farmer Boys considers 
to be a Trade Secret or Confidential Information or has himself or herself prepared or created the information, 
Confidant assigns any rights that he or she may have in the information as its creator to Farmer Boys, including all 
ideas made or conceived by Confidant. 

2. Definition of Trade Secrets and Confidential Information 

For purposes of this Agreement, the terms “Trade Secrets” and “Confidential Information” mean any 
knowledge, techniques, processes, or information made known or available to Confidant that Farmer Boys treats as 
confidential, whether existing now or created in the future, including but not limited to information about the cost of 
materials and supplies, supplier lists or sources of supplies, recipes, product specifications and ingredients, internal 
business forms, orders, customer accounts, manuals and instructional and training materials describing Farmer Boys’ 
methods of operation, including Farmer Boys’ Manual, products, drawings, designs, plans, proposals, business 
development plans and marketing plans, all concepts or ideas in, or reasonably related to Farmer Boys’ business that 
have not previously been publicly released by Farmer Boys, and any other information or property of any kind of 
Farmer Boys that may be protected by law as a Trade Secret, confidential, or proprietary. The Trade Secrets and 
Confidential Information described in this Agreement are the sole property of Farmer Boys. 

3. Return of Proprietary Materials 

Upon termination of franchise ownership or employment by Farmer Boys or a FARMER BOYS® franchisee, 
Confidant must surrender to Farmer Boys all materials considered proprietary by Farmer Boys, technical or 
nontechnical, whether or not copyrighted, that relate to Trade Secrets, Confidential Information, or conduct of the 
operations of Farmer Boys. Confidant expressly acknowledges that any such materials of any kind given to him or her 
are and will remain the sole property of Farmer Boys. 

4. Solicitation of Employees 

Confidant further agrees that he or she will not furnish to or for the benefit of any competitor of Farmer Boys, 
or the competitor’s Confidants, or the competitor’s subsidiaries, the name of any person who is employed by Farmer 
Boys or by any other Confidant of Farmer Boys. He or she will not, directly or indirectly or by action in connection 
with others, induce or influence (or seek to induce or influence) any person who is engaged (as an agent, employee, 
or independent contractor) by Farmer Boys or any FARMER BOYS® franchisee to terminate his or her employment 
or engagement. 

5. Noncompetition 

Confidant agrees and covenants that because of the confidential and sensitive nature of the Confidential 
Information and because the use of the Confidential Information in certain circumstances may cause irrevocable 
damage to Farmer Boys, Confidant will not, until the expiration of 24 months after the termination of the employment 
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relationship between Confidant and Farmer Boys or the Farmer Boys Confidant that employs him or her, or 
termination of the ownership interest of Confidant in a FARMER BOYS® franchise, engage, directly or indirectly, or 
through any corporations or Related Persons, in any food service establishment that specializes in hamburgers, 
sandwiches or breakfast and is located within three (3) miles of the Location and any FARMER BOYS® Restaurant. 

6. Saving Provision 

Confidant agrees and stipulates that the agreements and covenants not to compete contained in the preceding 
paragraph are fair and reasonable in light of all the facts and circumstances of the relationship between Confidant and 
Farmer Boys, however, Confidant and Farmer Boys are aware that in certain circumstances courts have refused to 
enforce certain agreements not to compete. Therefore, in furtherance of the provisions of the preceding paragraph, 
Confidant and Farmer Boys agree that if a court or arbitrator should decline to enforce the provisions of the preceding 
paragraph, that paragraph must be considered modified to restrict Confidant’s competition with Farmer Boys to the 
maximum extent, in both time and geography, which the court or arbitrator finds enforceable. 

7. Irreparable Harm to Farmer Boys 

Confidant understands and agrees that Farmer Boys will suffer irreparable injury that cannot be precisely 
measured in monetary damages to its Trade Secrets if Confidential Information or proprietary information is obtained 
by any person, firm, or corporation and is used in competition with Farmer Boys. Accordingly, Confidant agrees that 
it is reasonable and for the protection of the business and goodwill of Farmer Boys for Confidant to enter into this 
Agreement. If there is a breach of this Agreement by Confidant, Confidant consents to entry of a temporary restraining 
order or other injunctive relief and to any other relief that may be granted by a court having proper jurisdiction. 

8. Binding Effect 

This Agreement will be binding on Confidant’s heirs, executors, successors, and assignees as though 
originally signed by those people. 

9. Applicable Law 

The validity of this Agreement will be governed by the laws of the state where Confidant lives. If any 
provision of this Agreement is void or unenforceable in that State, the remainder of the Agreement will be fully 
enforceable according to its terms. 

CONFIDANT 

Signature:   

Print Name:   

Signature:   

Print Name:   

Signature:   

Print Name:   
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EXHIBIT F 
Assignment Of Telephone Numbers And Special Power Of Attorney 

1. ____________________ [Franchisee’s legal name] (“You”), in return for valuable consideration, 
including Farmer Boys’ signing of a franchise agreement with you at the same time that this assignment is signed, 
assign to Farmer Boys, all telephone numbers and listings you advertise, publicize, or otherwise make known to 
customers or the public in the operation of a FARMER BOYS® franchised Restaurant, both now and in the future, in 
__________. 

2. This assignment will automatically become effective immediately upon termination or expiration of 
your FARMER BOYS® franchise, and you agree to do whatever is necessary to cause the telephone company 
providing local service to the franchised restaurant to promptly transfer the telephone numbers and associated directory 
listings to Farmer Boys or its designee. 

3. You agree to pay the telephone company, on or before the date when the franchise is terminated or 
expires, all amounts you owe the telephone company in connection with the telephone numbers, including payment 
for any advertisements or listings in a classified telephone directory or directories. You further agree to indemnify 
Farmer Boys for any money Farmer Boys must pay the telephone company before the telephone company will carry 
out this agreement. 

4. You appoint Farmer Boys as your attorney-in-fact to sign any documents and do any things 
necessary to carry out this agreement if you fail to sign or do them within three (3) business days after termination or 
expiration of the franchise agreement. You further agree to indemnify Farmer Boys for any expenses, including legal 
fees, that Farmer Boys incurs which would not have been incurred if you had performed as you promised under this 
agreement. 

Dated:   FRANCHISEE 

Signature:   

Print Name:   
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EXHIBIT G 
Existing Restaurants Excluded From Competitive Activities 
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EXHIBIT H 
Personal Guaranty And Subordination Agreement 

The undersigned, to induce Farmer Boys Franchising Co. (“Franchisor”) to enter into or permit assignment 
of a certain FARMER BOYS® Franchise Agreement with  ______________ [franchisee’s full legal name] 
(“Franchisee”), signed on the same date as the date of this Guaranty, unconditionally, jointly and severally, personally 
guaranties to Franchisor, its successors, or its assignees, the prompt full payment and performance of all obligations 
of Franchisee that are or may become due and owing to Franchisor, including, but not limited to, all obligations arising 
out of the Franchise Agreement or any other agreement between the parties and all extensions or renewals of it in the 
same manner as if the Franchise Agreement was signed between Franchisor and the undersigned, as franchisee, 
directly. 

The undersigned expressly waives notice of the acceptance by Franchisor to or for the benefit of Franchisee, 
of the purchase of inventory and goods by Franchisee, the maturing of bills and the failure to pay the same, the 
incurring by Franchisee of any additional future obligations and liability to Franchisor, and any other notices and 
demands. This Personal Guaranty will not be affected by the modification, extension, or renewal of any agreement 
between Franchisor and Franchisee, the taking of a note or other obligation from Franchisee or others, the taking of 
security for payment, the granting of an extension of time for payment, the filing by or against Franchisee of 
bankruptcy, insolvency, reorganization, or other debtor relief afforded Franchisee under the Federal Bankruptcy Act 
or any other state or federal statute or by the decision of any court, or any other matter, whether similar or dissimilar 
to any of the foregoing, and this Personal Guaranty will cover the terms and obligations of any modifications, notes, 
security agreements, extensions, or renewals. The obligations of the undersigned will be unconditional in spite of any 
defect in the validity of the Franchisee’s obligations or liability to Franchisor, or any other circumstances whether or 
not referred to in this Guaranty that might otherwise constitute a legal or equitable discharge of a surety or guarantor. 

This is an irrevocable, unconditional, and absolute guaranty of payment and performance and the undersigned 
agrees that the undersigned’s liability under this guaranty will be immediate and will not be contingent upon the 
exercise or enforcement by Franchisor of whatever remedies it may have against the Franchisee or others, or the 
enforcement of any lien or realization upon any security Franchisor may at any time possess. 

The undersigned agrees that any current or future indebtedness by the Franchisee to the undersigned will 
always be subordinate to any indebtedness owed by Franchisee to Franchisor. The undersigned will promptly modify 
any financing statements on file with state agencies to specify that Franchisor’s rights are senior to those of Guarantor. 

The undersigned further agrees that as long as the Franchisee owes any money to Franchisor (other than 
royalty and marketing fund payments that are not past due), the Franchisee will not pay and the undersigned will not 
accept payment of any part of any indebtedness owed by Franchisee to any of the undersigned, either directly or 
indirectly, without the consent of Franchisor. 

In connection with any litigation or arbitration to determine the undersigned’s liability under this Personal 
Guaranty, the undersigned expressly waives the right to trial by jury and agrees to pay costs and reasonable attorney 
fees as fixed by the court or arbitrator. 

If this Personal Guaranty is signed by more than one individual, each person signing this Personal Guaranty 
will be jointly and severally liable for the obligations created in it. 

This Personal Guaranty will remain in full force and effect until all obligations arising out of and under the 
Franchise Agreement, including all renewals and extensions, are fully paid and satisfied. 

IN WITNESS TO THE FOREGOING, the undersigned signed this guaranty on __________. 

[SIGNATURE PAGE FOLLOWS] 
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Signature:   

Print Name:   

Signature:   

Print Name:   

Signature:   

Print Name:   
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EXHIBIT C-1 

Renewal Addendum 



603763776.2 

RENEWAL ADDENDUM TO FRANCHISE AGREEMENT 

(________________) 

THIS RENEWAL ADDENDUM TO FRANCHISE AGREEMENT (“Addendum”) is 
attached to and made a part of that certain Franchise Agreement dated _________, 20__ 
(“Agreement”) between FARMER BOYS FRANCHISING CO., a California corporation 
(“Franchisor”), and ________________________ (“Franchisee”), with respect to that certain 
FARMER BOYS®  Restaurant located at _____________________ (the “Approved 
Location”), and _______________ (individually or collectively “Guarantor”, and together with 
Franchisor and Franchisee, the “Parties”), with reference to the following facts: 

RECITALS 

WHEREAS, Franchisor and Franchisee have concurrently executed a new Franchise 
Agreement pertaining to the continued operation of a FARMER BOYS® Restaurant at the 
Approved Location, to which Franchise Agreement this Addendum is annexed and made a part 
thereof (the “Agreement”).   

WHEREAS, the Agreement (as amended hereby) is being executed pursuant to that certain 
previously executed franchise agreement for the Approved Location dated _____________, 20__, 
as may have been amended (the “Existing Agreement”). 

WHEREAS, Franchisee desires to exercise its “renewal right” under the Existing 
Agreement to enter into a new franchise agreement with Franchisor, and Franchisor and Franchisee 
are entering into the Agreement in connection therewith.   

WHEREAS, Capitalized terms used in this Addendum shall have the same meaning as set 
forth in the Agreement, unless otherwise provided herein. 

NOW, THEREFORE, the parties agree as follows: 

1. Termination of Existing Franchise Agreement.  The Parties agree that effective upon the 
execution of the Agreement, and this Addendum, the Existing Agreement has terminated and 
expired, provided however that to the extent any initial-term obligations exist as of the renewal 
date, and regardless of whether such obligations are known at the time of renewal, such 
obligations shall remain the obligations of Franchisee hereunder during the term of the 
Agreement. Nothing in this Agreement shall be construed as terminating, abridging or 
otherwise modifying the surviving obligations under the Existing Agreement and the Guaranty, 
all of which are intended to remain unaffected by this Agreement. 

2. Term.  Section 3.1.1 of the Agreement is deleted in its entirety and replaced with the following: 

  “3.1.1 Term.  The term of the Agreement of the License begins on the Effective Date and 
ends at 11:59 p.m. on the day before the __________ (___th) anniversary of the Effective Date 
(the “Expiration Date”) unless earlier terminated as provided herein.” 

3. No Further Renewal Right. Franchisee acknowledges that the Existing Agreement provides for 
the right to renew the license for a single successor or renewal term, which is commencing 
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pursuant to the Agreement.  Accordingly, Franchisee and Franchisor agreement that there shall 
no further renewal or extension at the end of the Term of the Agreement, and Sections 3.2 
through 3.5 of the Agreement are hereby deleted in their entirety. 

4. Renewal Fee.  Notwithstanding anything to the contrary in Section 4.1 of the Agreement, in 
lieu of paying a “Initial Fee” upon execution hereof, Franchisee shall pay Franchisor an amount 
equal to $___________ (“Renewal Fee”).  The Renewal Fee shall be non-refundable, in whole 
or in part, under any circumstances. 

5. No Initial Assistance.  Franchisee acknowledges that the FARMER BOYS® Restaurant is 
already in existence and Franchisee has been fully trained in the Franchisor’s methods of 
operation, policies and procedures, Franchisee has received a copy of Franchisor’s confidential 
operating Manuals, and Franchisee requires no initial training or assistance, or construction 
related assistance [DELETE IF NO REQUIRED REMODELING>except with respect to 
remodeling and refurbishment of the premises of Franchised Business pursuant to Section 7 
below]. Accordingly, the following Sections of the Agreement are hereby deleted in their 
entirety: 

a. Sections 6.1.1 and 6.1.2 (Initial Training); and [<DELETE IF ONE OR 
MORE FRANCHISEE EMPLOYEES MUST ATTEND TRAINING IN 
CONNECTION WITH RENEWAL]

b. Section 6.2 (On-Site Opening Assistance);  

6. Training. Notwithstanding anything to the contrary in Section 6.3 of the Agreement, the 
following persons shall attend and complete Franchisor’s initial training program to 
Franchisor’s satisfaction. [<DELETE IF NONE OF FRANCHISEE’S EMPLOYEES 
WILL BE GIVEN TRAINING IN CONNECTION WITH RENEWAL]

7. Restaurant Remodeling and Renovation.  [SELECT ONE, AS APPLICABLE>>]

[REMODELING NOT REQUIRED>]The Existing Agreement provided that Franchisee must 
remodel and refurbish the Franchised Business at the Approved Location to conform to 
Franchisor’s current standards and specifications for new FARMER BOYS® Restaurants as a 
condition to renewing its license and entering into the Agreement, as amended hereby.  However, 
Franchisor has not required Franchisee to remodel and refurbish the Franchised Business at the 
Approved Location as of the date hereof.  Franchisee acknowledges and agrees that Franchisor 
reserves the right, in accordance with Section 5.5.2 of the Agreement, to require Franchisee to 
remodel and refurbish the store at the Approved Location. 

[REMODELING REQUIRED>] The Existing Agreement provided that Franchisee must 
remodel and refurbish the Franchised Business at the Approved Location to conform to 
Franchisor’s current standards and specifications for new FARMER BOYS® Restaurants as a 
condition to renewing its license and entering into the Agreement, as amended hereby.  
Accordingly, Franchisor shall provide Franchisee with specifications and requirements for such 
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remodeling and refurbishment [OR ATTACH DETAILS AS AN EXHIBIT] and, 
notwithstanding anything to the contrary contained in Section 5.4, Franchisee shall complete such 
remodeling and refurbishment in accordance with Franchisor’s specifications and requirements 
and Section 5.4 of the Agreement, within [sixty (60)] days following the Effective Date, and its 
failure to complete the same to Franchisor’s satisfaction shall constitute a material default of the 
Agreement. 

8. Release.  As required by Section [____] of the Existing Agreement, on the Effective Date, 
Franchisee shall execute and deliver to Franchisor a general release, in the form attached hereto 
as Exhibit A. 

9. Guarantee.  As required by Section 13.3.3 of the Agreement, on the Effective Date, Franchisee 
and Guarantor shall execute and deliver to Franchisor a Personal Guaranty and Subordination 
Agreement, in the form attached hereto as Exhibit B. The individuals executing this 
Agreement represent that they are the only owners of 10% or more (directly or indirectly), in 
the aggregate, of the Equity or voting rights in Franchisee. For purposes of determining 
whether said 10% threshold is satisfied, holdings of spouses (and family members who live in 
the same household) and Affiliates shall be aggregated.  

10. Effect of Addendum.  Except as expressly amended by this Addendum, the terms of the 
Agreement remain in full force and effect.  In the event of any conflict or inconsistency 
between the provisions of the Agreement and the provisions of this Addendum, the provisions 
of this Addendum shall control. This Addendum may be executed in one (1) or more 
counterparts, each of which shall be deemed to be an original, but all of which together shall 
constitute one (1) and the same instrument. 

[Signature page follows]
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IN WITNESS WHEREOF, each of the undersigned has executed this Agreement under 
seal as of the Effective Date. 

“Franchisor”: FARMER BOYS 
FRANCHISING CO., a 
California corporation 

Date of Execution 

By: 

Name: 

Its: 

“Franchisee” 

Date of Execution 

[   ] a  general partnership; 
[   ] a  limited partnership; 
[   ] a  limited liability company; 
[   ] a  corporation 

By: 

Print Name: 

Its: 

By: 

Print Name: 

Its: 

By: 

Print Name: 

Its: , and individually 

By: 

Print Name: 

Its: , and individually 
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EXHIBIT A 

GENERAL RELEASE 
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EXHIBIT B 

PERSONAL GUARANTY AND SUBORDINATION AGREEMENT 
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FARMER BOYS FRANCHISING CO. 
PAYMENT AND PERFORMANCE GUARANTEE 

(FARMER BOYS Franchise Agreement) 

In order to induce FARMER BOYS FRANCHISING CO. (“Franchisor”) to enter into 
that certain FARMER BOYS Franchise Agreement (the “Franchise Agreement”) by and between 
Franchisor and the Franchisee named in the Franchise Agreement to which this Payment and 
Performance Guarantee (the “Guarantee”) is attached, the undersigned (collectively referred to 
as the “Guarantors” and individually referred to as a “Guarantor”) hereby covenant(s) and 
agree(s) as follows: 

1. Guarantee of Payment and Performance.  Each of the Guarantors individually, and together 
jointly and severally, unconditionally guarantee to Franchisor and its affiliates the payment 
and performance when due, whether by acceleration or otherwise, of all obligations, 
indebtedness and liabilities of Franchisee to Franchisor, direct or indirect, absolute or 
contingent, of every kind and nature, whether now existing or incurred from time to time 
hereafter, whether incurred pursuant to the Franchise Agreement or otherwise, together 
with any extension, renewal or modification thereof in whole or in part (the “Guaranteed 
Liabilities”), and agree that if any of the Guaranteed Liabilities is not so paid or performed 
by Franchisee when due, the Guarantors will immediate do so. The Guarantors further 
agree to pay all expenses (including reasonable attorneys’ fees) paid or incurred in 
endeavoring to enforce this Guarantee or the payment of any Guaranteed Liabilities. 

2. Waivers by Guarantors.  The Guarantors waive presentment, demand, notice of dishonor, 
protest and all other notices whatsoever, including, without limitation, notices of 
acceptance hereof, of the existence or creation of any Guaranteed Liabilities, of the 
amounts and terms thereof, of all defaults, disputes or controversies between Franchisor 
and Franchisee and of the settlement, compromise or adjustment thereof. This Guarantee 
is primary and not secondary, and shall be enforceable without Franchisor having to 
proceed first against Franchisee or against any or all of the Guarantors or against any other 
security for the Guaranteed Liabilities. This Guaranty shall be effective regardless of the 
insolvency of Franchisee by operation of law, any reorganization, merger or consolidation 
of Franchisee, or any change in the ownership of Franchisee. 

3. Term; No Waiver.  This Guaranty shall be irrevocable, absolute and unconditional and 
shall remain in full force and effect as to each of the Guarantors until the later of (i) such 
time as all Guaranteed Liabilities of Franchisee to Franchisor and its affiliates have been 
paid and satisfied in full, or (ii) the Franchise Agreement and all obligations of Franchisee 
thereunder expire. No delay or failure on the part of Franchisor in the exercise of any right 
or remedy shall operate as a waiver thereof, and no single or partial exercise by Franchisor 
of any right or remedy shall preclude other further exercise of such right or any other right 
or remedy. 
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4. Other Covenants.  Each of the Guarantors agrees to comply with the relevant provisions of 
Sections 7.1, 7.4, Article 11, Article 12, 13.2, 13.3, 13.4, and 17.2 of the Franchise 
Agreement, if applicable, as though he or she were the “Franchisee” named therein and 
agrees that he or she shall take any and all actions as may be necessary or appropriate to 
cause Franchisee to comply with the Franchise Agreement and shall not take any action 
that would cause Franchisee to be in breach of the Franchise Agreement. 

5. Dispute Resolution.  Article 18 of the Franchise Agreement is hereby incorporated herein 
by reference and shall be applicable to any all disputes between Franchisor and any of the 
Guarantors, as though Guarantor were the “Franchisee” referred to therein. This 
Agreement, being coupled with an interest, shall survive the death, dissolution or any other 
incapacity of each of the Guarantors. 

6. Governing Law; Choice of Forum.  This Agreement has been executed and delivered in, 
and shall be governed by, construed and enforced in accordance with the laws of, the State 
of California, without regard to its conflicts of law rules, except for the provisions of 
Section 7.21 of the Franchise Agreement as they relate to the Guarantors, which shall be 
governed by the law of the state in which Franchisee’s Franchised Business (as defined in 
the Franchise Agreement) is located. To the extent Section 5 above shall not apply, or if 
found unenforceable, the Guarantors acknowledge and agree that Riverside, California 
shall be the sole and exclusive venue for any litigation brought with respect to matter 
arising under or relating to this Agreement and that any such litigation shall be brought in 
the state or federal district courts for the County of Riverside, California. Each Guarantor 
hereby consents to the jurisdiction of such courts and waives any defense that such court 
lacks jurisdiction or venue with respect to such proceeding. 

7. Miscellaneous. This Agreement shall be binding upon the Guarantors and their respective 
heirs, executors, successors and assigns, and shall inure to the benefit of Franchisor and its 
successors and assigns. 

[Signature page follows] 
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IN WITNESS WHEREOF, the undersigned Guarantors have caused this Guarantee to be 
duly executed as of the day and year first above written. 

Print Name:  

Print Name:  

Print Name:  
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ADDENDUM TO __________________________1 AGREEMENT

THIS ADDENDUM (“Addendum”) is made and entered into on _________________, 20____, by and 

between ___________________________________________________________ (“_______________”), 

located at ______________________________________________________________________, and 

__________________________________________________________________ (“_______________”),

located at _______________________________________________________________. 

_______________ and _______________ entered into a _______________ Agreement on 
________________, 20___, (such Agreement, together with any amendments, the “_______________ 
Agreement”).  _______________ is applying for financing(s) from a lender in which funding is provided 
with the assistance of the U. S. Small Business Administration (“SBA”).  SBA requires the execution of this 

Addendum as a condition for obtaining SBA-assisted financing.  

In consideration of the mutual promises below and for good and valuable consideration, the receipt and 
sufficiency of which the parties acknowledge the parties agree that notwithstanding any other terms in 
the _______________ Agreement or any other document _______________ requires _______________ 
to sign:

CHANGE OF OWNERSHIP 

If _______________ is proposing to transfer a partial interest in _______________ and
_______________ has an option to purchase or a right of first refusal with respect to that
partial interest, _______________ may exercise such option or right only if the proposed
transferee is not a current owner or family member of a current owner of
_______________.  If the _______________’s consent is required for any transfer (full or

partial), _______________ will not unreasonably withhold such consent.  In the event of an
approved transfer of the _______________ interest or any portion thereof, the transferor
will not be liable for the actions of the transferee _______________.

FORCED SALE OF ASSETS 

 If _______________ has the option to purchase the business personal assets upon default or
termination of the _______________ Agreement and the parties are unable to agree on the
value of the assets, the value will be determined by an appraiser chosen by both parties.  If
the _______________ owns the real estate where the _______________ location is
operating, _______________ will not be required to sell the real estate upon default or
termination, but _______________ may be required to lease the real estate for the
remainder of the _______________ term (excluding additional renewals) for fair market
value.

1
 While relationships established under license, jobber, dealer and similar agreements are not generally described 

as ‘‘franchise’’ relationships, if such relationships meet the Federal Trade Commission’s (FTC’s) definition of a 
franchise (see 16 CFR § 436), they are treated by SBA as franchise relationships for franchise affiliation 
determinations per 13 CFR § 121.301(f)(5).

SBA Form 2462 (01-2018) 





SBA Form 2462 (01-2018) Page 2 

COVENANTS 

 If the _______________ owns the real estate where the _______________ location is
operating, _______________ has not and will not during the term of the _______________
Agreement record against the real estate any restrictions on the use of the property,
including any restrictive covenants, branding covenants or environmental use restrictions.
If any such restrictions are currently recorded against the _______________’s real estate,

they must be removed in order for the _______________ to obtain SBA-assisted financing.

EMPLOYMENT 

 _______________ will not directly control (hire, fire or schedule) _______________’s

employees.  For temporary personnel franchises, the temporary employees will be
employed by the _______________ not the _______________.

As to the referenced _______________ Agreement, this Addendum automatically terminates when SBA no 
longer has any interest in any SBA-assisted financing provided to the _______________. 

Except as amended by this Addendum, the _______________ Agreement remains in full force and effect 
according to its terms. 

_______________ and _______________ acknowledge that submission of false information to SBA, or the 
withholding of material information from SBA, can result in criminal prosecution under 18 U.S.C. 1001 and 
other provisions, including liability for treble damages under the False Claims Act, 31 U.S.C. §§ 3729 -
3733. 

Authorized Representative of ________________________:

By: _______________________________ 

Print Name: ________________________ 

Title:______________________________ 

Authorized Representative of ________________________:

By: _______________________________ 

Print Name: ________________________ 

Title:______________________________ 

Note to Parties:  This Addendum only addresses “affiliation” between the _______________ and 
_______________.  Additionally, the applicant _______________ and the ____________________
system must meet all SBA eligibility requirements.   
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FARMER BOYS®  
AREA DEVELOPMENT AGREEMENT 

 
 
 

BY AND BETWEEN 
 
 
 

FARMER BOYS FRANCHISING CO. 
 
 

AND 
 
 

___________________________________ 
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FARMER BOYS® 
AREA DEVELOPMENT AGREEMENT 

 
THIS FARMER BOYS® AREA DEVELOPMENT AGREEMENT (the “Agreement”) is made and 

entered into this ___ day of _________, 20____, (the “Effective Date”) by and between Farmer Boys Franchising 
Co., a California corporation (the “Company”) and _________________, a(n) _________________ (“Franchisee”) 
with reference to the following facts: 

A. Company has the right to sublicense the “FARMER BOYS® ”  name and service mark, and such 
other trademarks, trade names, service marks, logotypes, insignias, trade dress and designs used in connection with 
the development, operation and maintenance of “FARMER BOYS® ” Restaurant operated in accordance with 
Company’s prescribed methods and business practices (the “Restaurant”). 

B. Company desires to expand and develop the Restaurants in the Development Area, and Franchisee 
wishes to develop Restaurant in the Development Area, upon the terms and conditions as set forth in this Agreement. 

NOW, THEREFORE, the parties agree as follows: 

ARTICLE 1 
GRANT OF DEVELOPMENT RIGHTS 

1.1 Certain Fundamental Definitions and Applicable Information.  In this Agreement, in addition to 
those terms defined in Appendix 1 and elsewhere in this Agreement, the following terms, shall have the meanings set 
forth below, unless the context otherwise requires: 

“Franchisee Notice Address” is: __________________________ 
__________________________ 
__________________________ 
Fax No.____________________ 

“Initial Development Fee” means $________________.  (See Section 5.1) 

“Operating Principal” means ___________________________, or such other individual hereafter 
designated by Franchisee, and accepted by Company (and until subsequently disapproved by Company), to serve as 
the authorized representative of Franchisee, who Franchisee acknowledges and agrees shall act as Franchisee’s 
representative and who shall have the authority to act on behalf of Franchisee during the Term. 

“Royalty Rate” means 5%.  (See Section 5.3) 

1.2 Grant of Development Rights 

1.2.1 Upon the terms and subject to the conditions of this Agreement, Company hereby grants 
to Franchisee, and Franchisee hereby accepts, the right and obligation, during the Term (defined below), to develop 
Traditional Restaurants (defined below) in the geographic area defined in Exhibit A, which is attached hereto and by 
this reference made a part hereof (the “Development Area”).  An increase or decrease in the size of the cities, counties 
geographical areas or political subdivisions, if any, included within these boundaries shall have no effect on the 
Development Area as it is described in Exhibit A. 

1.2.2 Franchisee acknowledges that Company has offered Franchisee the option of developing 
Restaurants in the Development Area on a “Non-exclusive” basis, or on a “Protected Rights” basis (See Section 2.2).  
(Check applicable box– if not checked, Non-exclusive basis will be deemed selected): 

(a)   “Non-exclusive” basis, or  

(b)   “Protected Rights” basis  
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1.2.3 No right or license is granted to Franchisee hereunder to use any trademarks, trade names, 
service marks, logotypes, insignias, trade dress or designs owned by Company, such right and license being granted 
solely pursuant to Franchise Agreements executed pursuant hereto.  Without limiting the generality of the foregoing, 
nothing in this Agreement shall permit Franchisee to own or operate a Restaurant, except pursuant to duly executed 
and subsisting Franchise Agreement.  Franchisee shall not use such trademarks, trade names, service marks, logotypes, 
insignias, trade dress or designs in any manner or for any purpose, including in connection with any offering of 
securities or any request for credit, without the prior express written approval of Company. 

1.3 Protection within the Development Area 

1.3.1 Non-exclusive. If Franchisee has selected or is deemed to have selected the “Non-
exclusive” box in Section 1.2.2(a), no exclusivity or territorial protection is granted to Franchisee pursuant to this 
Agreement.  Franchisee has requested that Company allow Franchisee ability to develop Restaurants in a wider 
geographic area than Company would normally allow and accordingly the parties have agreed that the Franchisee’s 
Development Area shall be developed on a “non-exclusive” basis.  The Development Area and the rights granted to 
Franchisee under this Agreement are non-exclusive (subject only to any territorial rights granted to Franchisee 
pursuant to any unit Franchise Agreement(s) between the parties) and without limiting the generality of the foregoing, 
Company expressly reserves all other rights, including the exclusive, unrestricted right, in its discretion, directly and 
indirectly, through its employees, Affiliates (defined below), representatives, licensees, assigns, agents and others, (i) 
to own or operate, and to license others (which may include its Affiliates) to own or operate (i) FARMER BOYS® 
Restaurants at any location within or outside the Development Area and regardless of proximity to the Restaurant(s) 
developed, under development or under consideration by Franchisee pursuant hereto, (ii) FARMER BOYS® 
Restaurants at Non-Traditional Venues at any location, and of any type whatsoever, within or outside the Development 
Area, and regardless of proximity to the Restaurant(s) developed, under development or under consideration by 
Franchisee pursuant hereto; and (iii) restaurants or other businesses operating under names other than FARMER 
BOYS®, at any location, and of any type whatsoever, within or outside the Development Area and regardless of their 
proximity to the Restaurant(s) developed pursuant hereto; and (ii) to produce, license, distribute and market FARMER 
BOYS® Brand Products, including pre-packaged food items, dressings and other food and beverage products; books; 
clothing; souvenirs and novelty items; through any outlet and channel of commerce (regardless of its proximity to the 
Restaurant(s) opened pursuant hereto), including grocery stores, supermarkets and convenience stores and through 
any distribution channel, at wholesale or retail, including by means of the Internet or Internet web site, mail order 
catalogs, direct mail advertising, delivery, Catering and other distribution methods; and to advertise and promote the 
System through any means, including the Internet. 

1.3.2 Protected Rights.  If Franchisee has selected the “Protected Rights” box in 
Section 1.2.2(b), then subject to the Reserved Rights, during the Term, Company shall not open or operate, nor license 
any other person or Entity to own or operate, any FARMER BOYS® Restaurant at any Venue within the Development 
Area.  The term “Reserved Rights” means and includes the exclusive, unrestricted right, in Company’s sole 
discretion, directly and indirectly, through its employees, Affiliates, representatives, licensees, assigns, agents and 
others to own or operate, and to license others (which may include its Affiliates) to own or operate (i) own or operate 
restaurants under the name “FARMER BOYS®” at any location outside the Development Area, (ii) own or operate 
restaurants under trademarks, trade names, service marks, logotypes, insignias, trade dress and designs other than 
“FARMER BOYS®” at any location within or outside the Development Area, (iii) own or operate restaurants and 
other facilities under the name “FARMER BOYS®” and/or under any other trademarks, trade names, service marks, 
logotypes, insignias, trade dress and designs at Non-Traditional Venues at any location, and of any type whatsoever, 
within or outside the Development Area, and regardless of proximity to any Restaurant developed pursuant hereto; 
and (iv) to produce, license, distribute and market “FARMER BOYS®” brand named products, and products bearing 
other marks, including food and beverage products, clothing, souvenirs and novelty items, at or through any location 
or outlet, including grocery stores, supermarkets and convenience stores (including those which may be located within 
the Development Area), and through any distribution channel, at wholesale or retail, including by means of the Internet 
or Internet web site, mail order catalogs, direct mail advertising, delivery, Catering and other distribution methods; 
and (v) to advertise and promote the System through any means, including the Internet.  
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ARTICLE 2 
FRANCHISEE’S DEVELOPMENT OBLIGATION 

2.1 Development Obligation 

2.1.1 Within each Development Period specified in Exhibit B, Franchisee shall construct, equip, 
open and thereafter continue to operate  within the Development Area, not less than the cumulative number of 
Traditional Restaurants required by the Development Obligation for that Development Period. 

2.1.2 Restaurants developed hereunder which are open and operating and which have been 
assigned to Affiliates of Franchisee in accordance with Section 7.2.2 with Company’s consent, shall count in 
determining whether Franchisee has satisfied the Development Obligation for so long as the applicable Affiliate 
continues to satisfy the conditions set forth in Section 7.2.2. 

2.2 Timing of Execution of Leases and Franchise Agreements.  Notwithstanding anything to the 
contrary contained herein, on or before the date which is 180 days before the end of each Development Period, 
Franchisee shall have executed (in accordance with this Agreement) a lease (or purchase agreement) and Franchise 
Agreement and paid the required Initial Franchise Fee, for each Restaurant which is required to be constructed, 
equipped, opened and thereafter operated by the end of such Development Period.   

2.3 Force Majeure 

2.3.1 Subject to Franchisee’s continuing compliance with Section 2.3.2, should Franchisee be 
unable to meet the Development Obligation for any Development Period solely as the result of Force Majeure or any 
legal disability of Company to deliver a Franchise Disclosure Document pursuant to Section 6.2 of this Agreement, 
which results in the inability of Franchisee to construct or operate the Restaurants in all or substantially all of the 
Development Area pursuant to the terms of this Agreement, the particular Development Period during which the event 
of Force Majeure (or Company’s legal disability to deliver a Franchise Disclosure Document) occurs shall be extended 
by an amount of time equal to the time period during which the Force Majeure (or Company’s legal disability to 
deliver a Franchise Disclosure Document) shall have existed during that Development Period.  Development Periods 
during which no such Force Majeure (or legal disability) existed shall not be extended.  Other than as a result of Force 
Majeure, any delay in Company’s issuance of acceptance of any site under Article 6, including, as a result of 
Franchisee’s failure to satisfy the conditions set forth in Section 6.3 of this Agreement, shall not extend any 
Development Period. 

2.3.2 In the event of the occurrence of an event constituting Force Majeure, Franchisee shall 
notify Company in writing within 5 days following commencement of the alleged Force Majeure of the specific nature 
and extent of the Force Majeure, and how it has impacted Franchisee’s performance hereunder.  Franchisee shall 
continue to provide Company with updates and all information as may be requested by Company, including 
Franchisee’s progress and diligence in responding to and overcoming the Force Majeure. 

2.4 Franchisee May Not Exceed The Development Obligation.  Unless Company shall otherwise 
consent in writing, Franchisee may not construct, equip, open and operate more than the total number of Restaurants 
s comprising the Development Obligation. 

ARTICLE 3 
DEVELOPMENT AREA 

3.1 Company’s Right to Develop.  Notwithstanding Section 2.1 above, if during the Term of this 
Agreement, Franchisee is unable or unwilling, or fails for any reason (except due to Force Majeure as provided in 
Section 2.3), to satisfy the Development Obligation, this Agreement shall automatically terminate upon notice by 
Company to Franchisee.  Upon such termination, Company may, but has no obligation to, open and operate, or license 
others to (or grant others development rights to) open and operate, Restaurants at any site(s) within or outside the 
Development Area, excluding sites in any “Territory” granted to Franchisee pursuant to the individual Franchise 
Agreement for each then existing Restaurant located in the Development Area. 
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3.2 Protected Territory for Each Individual Restaurant.  Subject to certain exclusions and conditions 
provided for in the Franchise Agreements, each such Franchise Agreement executed pursuant hereto shall provide that 
Company and its Affiliates may not open or operate, or franchise or license the operation of, any Traditional Restaurant 
within a defined “Territory” comprised of a one-mile radius, or other mutually agreeable geographic area surrounding 
the Restaurant opened by Franchisee pursuant to such Franchise Agreement.  

ARTICLE 4 
TERM OF AREA DEVELOPMENT AGREEMENT 

4.1 Term.  The term of this Agreement shall commence on the Effective Date and, unless otherwise 
negotiated, terminated or extended as provided herein, shall continue until the earlier of (i) the 5th anniversary of the 
Effective Date, or (ii) the date of execution of the Franchise Agreement granting Franchisee the right to open the last 
Restaurant necessary for Franchisee to fully satisfy the Development Obligation (the “Term”). 

4.2 Limited Additional Development Right.  If Franchisee shall determine that it desires to engage in 
further development of the Development Area in excess of the Development Obligation, Franchisee shall at the earlier 
of (i) 180 days prior to the scheduled expiration of the Term or (ii) the date on which acceptance of the proposed site 
for the last Restaurant required to meet the Development Obligation is issued, notify Company in writing (“Additional 
Development Notice”) of Franchisee’s desire to develop additional Restaurants in the Development Area and a plan 
for such development over a new term, setting forth the number of proposed Restaurants and the deadlines for the 
development of each of them within such proposed term.  This right of additional development by Franchisee shall be 
exercised only in accordance with Section 4.3 and is subject to the conditions set forth in Section 4.4.  This Agreement 
is not otherwise renewable. 

4.3 Exercise of Right of Additional Development 

4.3.1 If Company determines the additional development obligation proposed by the Additional 
Development Notice is unacceptable in any respect(s), Company and Franchisee shall (subject to Section 4.4) 
negotiate during the following 60 days in an effort to reach a mutually agreeable additional development obligation.  
Each party may negotiate to protect its own interests as it deems appropriate in its discretion.  

4.3.2 If the additional development obligation proposed by the Additional Development Notice 
is acceptable to Company, or if Company and Franchisee reach agreement on an alternative additional development 
obligation (the “Additional Development Obligation”) within said 60 day period, then Company shall deliver to 
Franchisee a copy of Company’s Then-current Franchise Disclosure Document, if required by Applicable Law, and 
two copies of the Then-current area development agreement, which may vary substantially from this Agreement (but 
which unless otherwise expressly agreed by the parties, shall be on a “non-exclusive” basis, and with no exclusivity 
or territorial protection granted to Franchisee, as described in Section 1.3), setting forth the agreed upon Additional 
Development Obligation.  Within 30 days after Company’s delivery of the said area development agreement, but no 
sooner than immediately after the expiration of any applicable waiting period(s) prescribed by Applicable Law, 
Franchisee shall execute two copies of the area development agreement and return them to Company together with 
the applicable development fee, if any, for the Restaurants required by the Additional Development Obligation.  If 
Franchisee has so executed and returned the copies and has satisfied the conditions set forth in Section 4.4, Company 
will execute the copies and return one fully executed copy to Franchisee. 

4.4 Conditions to Exercise of Right of Additional Development.  Franchisee’s right to additional 
development described in Section 4.2 shall be subject to Franchisee’s fulfillment of the following conditions 
precedent: 

4.4.1 Franchisee (and each of its Affiliates which have developed or operate Restaurants in the 
Development Area) shall have fully performed all of its obligations under this Agreement and all other agreements 
between Company and Franchisee (or the applicable Affiliate). 

4.4.2 Franchisee shall have demonstrated to Company Franchisee’s financial capacity to perform 
the Additional Development Obligations set forth in the area development agreement. In determining if Franchisee is 
financially capable, Company will apply the same criteria to Franchisee as it applies to prospective area developer 
franchisees at that time. 
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4.4.3 At the expiration of each Development Period and at the expiration of the Term, Franchisee 
shall have opened and shall thereafter have continued to operate, in the Development Area, not less than the aggregate 
number of Restaurants then required by the Development Obligation. 

4.4.4 Company and Franchisee shall have executed a new area development agreement pursuant 
to Section 4.3. 

4.4.5 Franchisee and all Affiliates of Franchisee who then have a currently effective franchise 
agreement or area development with Company shall have executed and delivered to Company a general release, or a 
form prescribed by Company, of any and all known and unknown claims against Company or its Affiliates, and their 
respective officers, directors, agents, shareholders and employees. 

4.5 Effect of Expiration.  Unless an Additional Development Obligation shall have been agreed upon, 
and a new area development agreement shall have been executed by the parties pursuant to Sections 4.2 and 4.3, 
following the expiration of the Term, or the sooner termination of this Agreement, (a) Franchisee shall have no further 
right to construct, equip, own, open or operate additional Restaurants which are not, at the time of such termination 
or expiration, the subject of a then existing Franchise Agreement between Franchisee (or an Affiliate of Franchisee) 
and Company which is then in full force and effect, and (b) Company or its Affiliates may thereafter itself construct, 
equip, open, own or operate, and license others to (or grant development rights to) construct, equip, open, own or 
operate Restaurants at any location(s) (within or outside of the Development Area), without any restriction, subject 
only to any territorial rights granted for any then existing Restaurant pursuant to a validly subsisting Franchise 
Agreement executed for such Restaurant. 

ARTICLE 5 
PAYMENTS BY FRANCHISEE 

5.1 Initial Development Fee.  Concurrently with the execution of this Agreement, Franchisee shall pay 
to Company the Initial Development Fee, in cash or by certified check (representing the sum of $17,500 for each of 
the Restaurants (excluding the first Restaurant) required to be opened during the Term pursuant to the Development 
Obligation, plus the sum of $45,000 representing the Initial Franchise Fee payable pursuant to the first Franchise 
Agreement required to be executed pursuant hereto). 

5.2 Initial Franchise Fee.  Notwithstanding the terms of the Franchise Agreement executed for each 
Restaurant developed pursuant hereto, Franchisee shall pay to Company, in cash or by certified check, an initial 
franchise fee (“Initial Franchise Fee”) equal to $45,000 for the first, and $35,000 for each subsequent Restaurant to 
be opened pursuant hereto, which Initial Franchise Fee shall be payable upon execution by Franchisee of each 
Franchise Agreement entered into pursuant to this Agreement, provided, however, that Company shall credit such 
Initial Development Fee against the Initial Franchise Fees payable under the Franchise Agreements (at the rate of 
$45,000 for the first, and $17,500 for each subsequent Franchise Agreement, until exhausted).   

5.3 Royalty Fee.  The Franchise Agreement executed for each Restaurant developed pursuant hereto, 
shall provide that the Continuing Royalty (as defined therein) shall be equal to 5% of Gross Sales (as defined therein). 

ARTICLE 6 
EXECUTION OF INDIVIDUAL FRANCHISE AGREEMENTS 

6.1 Site Review 

6.1.1 When Franchisee has located a proposed site for construction of a Restaurant, Franchisee 
shall submit to Company such demographic and other information regarding the proposed site and neighboring areas 
as Company shall require, in the form prescribed by Company (“Site Review Request”).  Company may seek such 
additional information as it deems necessary within 30 days of submission of Franchisee’s Site Review Request, and 
Franchisee shall respond promptly to such request for additional information.  If Company shall not deliver written 
notice to Franchisee that Company accepts the proposed site, within 30 days of receipt of Franchisee’s Site Review 
Request, or within 30 days after receipt of such additional requested information, whichever is later, the site shall be 
deemed rejected.  If the Company accepts the proposed site, it shall notify Franchisee of its acceptance of the site. 
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6.1.2 Although Company may voluntarily (without obligation) assist Franchisee in locating an 
acceptable site for a Restaurant, neither Company’s said assistance, if any, nor its acceptance of any proposed site, 
whether initially proposed Franchisee or by Company, shall be construed to insure or guarantee the profitable or 
successful operation of the Restaurant at that site by Franchisee, and Company hereby expressly disclaims any 
responsibility therefor.  Franchisee acknowledges its sole responsibility for finding each site for the Restaurants it 
develops pursuant to this Agreement. 

6.2 Delivery of Franchise Disclosure Document, Execution of Lease and Franchise Agreement 

6.2.1 Promptly following Franchisee’s receipt of acceptance, Franchisee shall proceed to 
negotiate a lease or purchase agreement for the site and shall submit to Company a copy of the proposed lease or 
purchase agreement, as applicable.  Following Company’s receipt of the proposed lease or purchase agreement, as 
applicable, which meets Company’s requirements, Company shall notify Franchisee of its acceptance of the proposed 
lease or purchase agreement, as applicable.   

6.2.2 Company’s review and acceptance of the lease is solely for Company’s benefit and is solely 
an indication that the lease meets Company’s minimum Standards and specification at the time of acceptance of the 
lease (which may be different that the requirements of this Agreement).  Company’s review and acceptance of the 
lease shall not be construed to be an endorsement of such lease, confirmation that such lease complies with Applicable 
Law, or confirmation that the terms of such lease are favorable to Franchisee, and Company hereby expressly disclaims 
any responsibility therefore. 

6.2.3 Subject to Section 6.3, after Company’s acceptance of each proposed site, Company shall 
deliver to Franchisee a copy of Company’s Then-current Franchise Disclosure Document, if, and as may be, required 
by Applicable Law (the “Franchise Disclosure Document”) and two copies of the Then-current Franchise 
Agreement.  Immediately upon receipt of the Franchise Disclosure Document, Franchisee shall return to Company a 
signed copy of the Acknowledgment of Receipt of the Franchise Disclosure Document.  Franchisee acknowledges 
that the new Franchise Agreement may vary substantially from the current Franchise Agreement. If Company is not 
legally able to deliver a Franchise Disclosure Document to Franchisee by reason of any lapse or expiration of its 
franchise registration, or because Company is in the process of amending any such registration, or for any reason 
beyond Company’s reasonable control, Company may delay acceptance of the site for Franchisee’s proposed 
Restaurant, or delivery of a Franchise Agreement, until such time as Company is legally able to deliver a Franchise 
Disclosure Document, and Company will not be liable to Franchisee for any consequential damages, including lost 
profits, interest expense, increased construction or occupancy costs, or other costs or expenses incurred by reason of 
any such delay except to the extent due to our gross negligence or intentional wrongdoing. 

6.2.4 Within 30 days after Franchisee’s receipt of the Franchise Disclosure Document and the 
Then-current Franchise Agreement, but no sooner than immediately after any applicable waiting periods prescribed 
by Applicable Law have passed, Franchisee shall execute two copies of the Franchise Agreement described in the 
Franchise Disclosure Document and return them to Company together with the applicable Initial Franchise Fee (less 
the applicable credit, if any, to which Franchisee is entitled pursuant to Section 5.2).  If Franchisee has so executed 
and returned the copies and Initial Franchise Fee and has satisfied the conditions set forth in Section 6.3, Company 
shall execute the copies and return one fully executed copy of such Franchise Agreement to Franchisee. 

6.2.5 Franchisee shall not execute any lease or purchase agreement for any Restaurant, until 
Company has accepted the proposed site and Company has delivered to Franchisee a fully executed Franchise 
Agreement counter-signed by Company pursuant to Sections 6.2.4.  After Company’s acceptance of the site and lease 
(or purchase agreement, if applicable), and its delivery to Franchisee of the fully executed Franchise Agreement, 
Franchisee shall then procure the site pursuant to the purchase agreement or lease which has been reviewed and 
accepted by Company, and shall forward to Company, within ten (10) days after its execution, one copy of the executed 
lease or, if purchased, the deed evidencing Franchisee’s right to occupy the site.  Franchisee shall then commence 
construction and operation of the Restaurant pursuant to the terms of the applicable Franchise Agreement. 

6.3 Condition Precedent to Company’s Obligations.  It shall be a condition precedent to Company’s 
obligations pursuant to Sections 6.1 and 6.2, and to Franchisee’s right to develop each and every Restaurant, that 
Franchisee shall have satisfied all of the following conditions precedent prior to Company’s acceptance of the 
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proposed Restaurant and the site and lease or purchase agreement therefor, and the Company’s execution of the 
Franchise Agreement therefor: 

6.3.1 Franchisee (and each of its Affiliates which have developed or operate Restaurants in the 
Development Area) shall have fully performed all of its obligations under this Agreement and all Franchise 
Agreements and other written agreements between Company and Franchisee (or any such Affiliate of Franchisee), 
and must not at any time following Franchisee’s submission of its Site Review Request, and until Company grants its 
acceptance of the proposed site, be in default of any of its contractual or other legal obligations to Company or any of 
its Affiliates, or any approved vendor or supplier, or to any federal, state, county or municipal agency. 

6.3.2 Franchisee shall have demonstrated to Company, in Company’s discretion, Franchisee’s 
financial and other capacity to perform the obligations set forth in the proposed new Franchise Agreement, including  
Franchisee’s submission of a comprehensive management plan acceptable to, and accepted by Company, which shall 
include among other reasonable requirements as may be established by Company, an organization chart and 
supervisory requirements for the proposed Restaurant. In determining if Franchisee is financially or otherwise capable, 
Company shall apply the same criteria to Franchisee as it applies to prospective area developer franchisees at that 
time. 

6.3.3 Franchisee shall continue to operate, in the Development Area, not less than the cumulative 
number of Traditional Restaurants  required by the Development Obligation set forth in Exhibit B to be in operation 
as of the end of the immediately preceding Development Period. 

6.3.4 Franchisee, and each of its Affiliates who then has a currently effective Franchise 
Agreement or area development agreement with Company, must sign a general release of any claims they may have 
against Company and its Affiliates, on a form prescribed by Company. 

ARTICLE 7 
ASSIGNMENT AND SUBFRANCHISING 

7.1 Assignment by Company.  This Agreement is fully transferable by Company, in whole or in part, 
without the consent of Franchisee and shall inure to the benefit of any transferee or their legal successor to Company’s 
interests herein; provided, however, that such transferee and successor shall expressly agree to assume Company’s 
obligations under this Agreement.  Without limiting the foregoing, Company may (i) assign any or all of its rights and 
obligations under this Agreement to an Affiliate; (ii) sell its assets, its marks, or its System outright to a third party; 
(iii) engage in a public offering of its securities; (iv) engage in a private placement of some or all of its securities; 
(v) merge, acquire other corporations, or be acquired by another corporation; or (vi) undertake a refinancing, 
recapitalization, leveraged buy-out or other economic or financial restructuring.  Company shall be permitted to 
perform such actions without liability or obligation to Franchisee who expressly and specifically waives any claims, 
demands or damages arising from or related to any or all of the above actions (or variations thereof).  In connection 
with any of the foregoing, at Company’s request, Franchisee shall deliver to Company a statement in writing certifying 
(a) that this Agreement is unmodified and in full force and effect (or if there have been modifications that the 
Agreement as modified is in full force and effect and identifying the modifications); (b) that Franchisee is not in 
default under any provision of this Agreement, or if in default, describing the nature thereof in detail; and (c) as to 
such other matters as Company may reasonably request; and Franchisee agrees that any such statements may be relied 
upon by Company and any prospective purchaser, assignee or lender of Company. 

7.2 No Subfranchising by Franchisee 

7.2.1 Franchisee shall not offer, sell, or negotiate the sale of “FARMER BOYS® ” franchises to 
any third party, either in Franchisee’s own name or in the name and/or on behalf of Company, or otherwise 
subfranchise, subcontract, sublicense, share, divide or partition this Agreement, and nothing in this Agreement will be 
construed as granting Franchisee the right to do so.  Franchisee shall not execute any Franchise Agreement with 
Company, or construct or equip any Restaurant with a view to offering or assigning such Franchise Agreement or 
Restaurant to any third party. 
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7.2.2 Notwithstanding Section 7.2.1, Franchisee may, with Company’s prior written consent, 
execute and contemporaneously assign a Franchise Agreement executed pursuant hereto to a separate Entity 
(excluding an Entity which is a trust) controlled by Franchisee (each a “Subsidiary”); provided and on condition that: 

(a) Upon Company’s request, Franchisee has delivered to Company a true, correct 
and complete copy of the Subsidiary’s articles of incorporation or articles of organization, bylaws, operating 
agreement, partnership agreement, and other organizational documents, and Company has accepted the same; 

(b) The Subsidiary’s articles of incorporation or articles of organization, bylaws, 
operating agreement, and partnership agreement, as applicable, shall provide that its activities are confined exclusively 
to operating Restaurants ; 

(c) Franchisee, directly owns and controls not less than 100% of the Equity and 
voting rights of the Subsidiary;  

(d) the Subsidiary is in good standing in its jurisdiction of organization and each other 
jurisdiction where the conduct of its business or the operation of its properties requires it to be so qualified; 

(e) the person designated by Franchisee as the Operating Principal has exclusive day-
to-day operational control over the Subsidiary;  

(f) the Subsidiary conducts no business other than the operation of the Restaurant;  

(g) the Subsidiary assumes all of the obligations under the Franchise Agreement as 
franchisee pursuant to written agreement, the form and substance of which shall be acceptable to Company;  

(h) each person or Entity comprising Franchisee, and all present and future Owners 
of 10% or more (directly or indirectly), in the aggregate, of the Equity or voting rights of any franchisee under any 
and all Franchise Agreements executed pursuant to this Agreement shall execute a written guaranty in a form 
prescribed by Company, personally, irrevocably and unconditionally guaranteeing, jointly and severally, with all other 
guarantors, the full payment and performance of all of the obligations to Company and to Company’s Affiliates under 
this Agreement and each Franchise Agreement executed pursuant hereto (for purposes of determining whether said 
10% threshold is satisfied, holdings of spouses, family members who live in the same household, and Affiliates shall 
be aggregated); 

(i) none of the Owners of the Equity of the franchisee under the applicable Franchise 
Agreement is engaged in Competitive Activities; 

(j) at Company’s request, Franchisee shall, and shall cause each of its Affiliates to 
execute and deliver to Company a general release, on a form prescribed by Company of any and all known and 
unknown claims against Company and its Affiliates and their officers, directors, agents, shareholders and employees; 
and 

(k) Franchisee shall reimburse Company for all direct and indirect costs and expense 
it may incur in connection with the transfer and assignment, including attorney’s fees. 

7.2.3 In the event that Franchisee exercises its rights under Section 7.2.2 then, Franchisee and 
such Subsidiary shall, in addition to any other covenants contained in the applicable Franchise Agreement, 
affirmatively covenant to continue to satisfy each of the conditions set forth in Section 7.2.2 throughout the term of 
such Franchise Agreement. 

7.3 Assignment by Franchisee 

7.3.1 This Agreement has been entered into by Company in reliance upon and in consideration 
of the singular personal skill, qualifications and trust and confidence reposed in Franchisee.  Neither Franchisee nor 
any Owner shall cause or permit any Assignment unless Franchisee shall have obtained Company’s prior written 
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consent, which consent may be withheld for any reason whatsoever in Company’s judgment, and shall comply with 
Company’s right of first refusal pursuant to Section 7.3.4.  In addition to any administrative/transfer fee payable 
pursuant to any  Franchise Agreement(s), Franchisee or its assignee shall pay Company a non-refundable 
administrative/transfer fee equal to $1,000 upon Franchisee’s submission of each request for Company’s consent to 
an Assignment and $5,000 on or prior to commencement of the initial training program.  Except as provided in Section 
7.2.2, Franchisee acknowledges and agrees that it will not be permitted to make an Assignment of this Agreement or 
sell, gift, convey, assign or transfer the assets used in any of the Restaurants developed hereunder or any Franchise 
Agreement executed pursuant to this Agreement except in conjunction with a concurrent Assignment to the same 
approved assignee of all of the assets used in all of said Restaurants , and all of the Franchise Agreements executed 
pursuant to this Agreement or at Company’s election the execution by the assignee of new Franchise Agreements on 
Company’s Then-current form for each of the Restaurants then developed or under development by Franchisee, and 
otherwise in accordance with the terms and conditions of Franchisee’s Franchise Agreement(s).  If Franchisee is an 
Entity, Franchisee shall promptly provide Company with written notice (stating such information as Company may 
from time to time require) of each and every transfer, assignment, encumbrance, gift and other conveyance, voluntarily 
or involuntarily, in whole or in part, by operation of Applicable Law or otherwise by any Owner of any direct or 
indirect Equity or voting rights in Franchisee, notwithstanding that the same may not constitute an “Assignment” as 
defined by this Agreement. 

7.3.2 Franchisee shall not, directly or indirectly, pledge, encumber, hypothecate or otherwise 
grant any third party a security interest in this Agreement in any manner whatsoever without the prior express written 
consent of Company.  To the extent that the foregoing prohibition may be ineffective under Applicable Law, 
Franchisee shall provide not less than 10 days prior written notice (which notice shall contain the name and address 
of the secured party and the terms of such pledge, encumbrance, hypothecation or security interest) of any pledge, 
encumbrance, hypothecation or security interest in this Agreement.   

7.3.3 Securities, partnership or other ownership interests in Franchisee may not be offered to the 
public under the Securities Act of 1933, as amended, nor may they be registered under the Securities Exchange Act 
of 1934, as amended, or any comparable federal, state or foreign law, rule or regulation.  Such interests may be offered 
by private offering or otherwise only with the prior written consent of Company, which consent shall not be 
unreasonably withheld.  All materials required for any such private offering by federal or state law shall be submitted 
to Company for a limited review as discussed below prior to being filed with any governmental agency; and any 
materials to be used in any exempt offering shall be submitted to Company for such review prior to their use.  No such 
offering by Franchisee shall imply that Company is participating in an underwriting, issuance or offering of securities 
of Franchisee or Company, and Company’s review of any offering materials shall be limited solely to the subject of 
the relationship between Franchise and Company and its Affiliates.  Company may, at its option, require Franchisee’s 
offering materials to contain a written statement prescribed by Company concerning the limitations described in the 
preceding sentence.  Franchisee, its Owners and the other participants in the offering must fully defend and indemnify 
Company, and its Affiliates, their respective partners and the officers, directors, manager(s) (if a limited liability 
company), shareholders, members, partners, agents, representatives, independent contractors, servants and employees 
of each of them, from and against any and all losses, costs and liability in connection with the offering and shall 
execute any additional documentation required by Company to further evidence this indemnity.  For each proposed 
offering, Franchisee shall pay to Company a non-refundable fee of $10,000, which shall be in addition to any transfer 
fee under any Franchise Agreement or such greater amount as is necessary to reimburse Company for its reasonable 
costs and expenses associated with reviewing the proposed offering, including without limitation, legal and accounting 
fees.  Franchisee shall give Company written notice at least thirty (30) days prior to the date of commencement of any 
offering or other transaction covered by this Section. 

7.3.4 Franchisee’s written request for consent to any Assignment must be accompanied by an 
offer to Company of a right of first refusal to purchase the interest which is proposed to be transferred, on the same 
terms and conditions offered by the third party; provided that Company may substitute cash for any non-cash 
consideration proposed to be given by such third party (in an amount determined by Company reasonably and in good 
faith as the approximate equivalent value of said non-cash consideration); and provided further that Franchisee shall 
make representations and warranties to Company customary for transactions of the type proposed (the “ROFR”).  If 
Company elects to exercise the ROFR, Company or its nominee, as applicable, shall send written notice of such 
election to Franchisee within 60 days of receipt of Franchisee’s request.  If Company accepts such offer, the closing 
of the transaction shall occur within 60 days following the date of Company’s acceptance.  Any material change in 
the terms of an offer prior to closing or the failure to close the transaction within 60 days following the written notice 
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provided by Franchisee (the “ROFR Period”) shall cause it to be deemed a new offer, subject to the same right of 
first refusal by Company, or its third-party designee, as in the case of the initial offer.  Company’s failure to exercise 
such right of first refusal shall not constitute consent to the transfer or a waiver of any other provision of this 
Agreement, including any of the requirements of this Article with respect to the proposed transfer. 

ARTICLE 8 
NON-COMPETITION 

8.1 In Term.  During the Term, no Restricted Person shall in any capacity, either directly or indirectly, 
through one or more Affiliates or otherwise, engage in any Competitive Activities at any location, whether within or 
outside the Development Area, unless Company shall consent thereto in writing. 

8.2 Post-Term.  To the extent permitted by Applicable Law, upon (i) the expiration or termination of 
this Agreement, (ii) the occurrence of any Assignment, or (iii) the cession of any Restricted Person’s relationship with 
Franchisee, each person who was a Restricted Person before such event shall not for a period of 24 months thereafter, 
either directly or indirectly, own, operate, advise, or have any financial interest in any business engaged in Competitive 
Activities within the Development Area, without the Company’s prior written consent.  In applying for such consent, 
Franchisee will have the burden of establishing that any such activity by it will not involve the use of benefits provided 
under this Agreement or constitute unfair competition with Company or other franchisees of the Company.   

8.3 Modification 

8.3.1 The parties have attempted in Sections 8.1 and 8.2 above to limit the Franchisee’s right to 
compete only to the extent necessary to protect the Company from unfair competition. The parties hereby expressly 
agree that if the scope or enforceability of Section 8.1 or 8.2 is disputed at any time by Franchisee, a court or arbitrator, 
as the case may be, may modify either or both of such provisions to the extent that it deems necessary to make such 
provision(s) enforceable under Applicable Law.  In addition, Company reserves the right to reduce the scope of either, 
or both, of said provisions without Franchisee’s consent, at any time or times, effective immediately upon notice to 
Franchisee. 

8.3.2 In view of the importance of the “FARMER BOYS® ” trademarks and the incalculable 
and irreparable harm that would result to the parties in the event of a Default under this Article 8, the parties agree 
that each party may seek specific performance and/or injunctive relief to enforce the covenants and agreements in this 
Agreement, in addition to any other relief to which such party may be entitled at law or in equity.  Each party submits 
to the exclusive jurisdiction of the courts of the State of California and the U.S. federal courts sitting in Riverside for 
purposes thereof.  The parties agree that venue for any such proceeding shall be the state and federal courts located in 
Riverside. 

ARTICLE 9 
TERMINATION 

9.1 Termination Pursuant to a Default of this Agreement 

9.1.1 Subject to Applicable Law to the contrary, this Agreement may be terminated by Company 
in the event of any Default by Franchisee of this Agreement, unless such Default is cured by Franchisee within 5 days 
following written notice of the Default (in the case of a failure to pay money), or 10 days following written notice of 
the Default (in the case of any other Default); provided that in the case of a Default by Franchisee (or its Affiliate) 
under any Franchise Agreement or other written agreement, the notice and cure provisions of the Franchise Agreement 
or other agreement shall control, and provided, further, however, that any Default described in Sections 9.1.2(a), (b) 
or (e) below shall be deemed incurable. 

9.1.2 The term “default”, as used herein, includes the following: 

(a) Any Assignment or attempted Assignment in violation of the terms of Section 7.2 
or 7.3 of this Agreement, or without the written consents required pursuant to this Agreement; provided, however, (i) 
upon prompt written request to Company following the death or legal incapacity of a Franchisee who is an individual, 
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Company shall allow a period of up to 60 days after such death or legal incapacity for his or her heirs, personal 
representatives, or conservators (the “Heirs”) to seek and obtain Company’s consent to the Assignment his or her 
rights and interests in this Agreement to the Heirs or to another person acceptable to Company; or (ii) upon prompt 
written request to Company following the death or legal incapacity of an Owner of a Franchisee which is an Entity, 
directly or indirectly, owning more than 20% or more of the Equity or voting power of Franchisee, Company shall 
allow a period of up to 60 days after such death or legal incapacity for his or her Heir(s) to seek and obtain Company’s 
consent to the Assignment of such Equity and voting power to the Heir(s) or to another person or persons acceptable 
to Company.  If, within said 60-day period, said Heir(s) fail to receive Company’s consent as aforesaid or to effect 
such consented to Assignment, then this Agreement shall immediately terminate at Company’s election. 

(b) Subject to Section 2.3 of this Agreement, failure, without notice or opportunity to 
cure, of Franchisee to satisfy the Development Obligation within the Development Periods set forth herein. 

(c) Failure of Franchisee (or any Affiliate of Franchisee) to pay any Initial Franchise 
Fee or Royalty Fee in a timely manner as required by this Agreement or any Franchise Agreement signed by 
Franchisee. 

(d) Franchisee’s opening of any Restaurant in the Development Area except in strict 
accordance with the procedures set forth in Sections 6.1 through 6.3 of this Agreement. 

(e) Failure, without notice or opportunity to cure, of Franchisee to fully comply with 
the requirements of Section 8.1 of this Agreement. 

(f) Any Default of any other agreement between Franchisee (or any Affiliate of 
Franchisee) and Company (or any Affiliate of Company), including any Franchise Agreement executed pursuant 
hereto. 

ARTICLE 10 
MEDIATION AND ARBITRATION 

10.1 Mediation.  Except to the extent precluded by Applicable law, the parties hereby pledge and agree 
that prior to filing any lawsuit (other than suits to seek provisional remedies, including injunctions), they shall first 
attempt to resolve any dispute between the parties pursuant to mediation conducted in accordance with the Commercial 
Mediation Rules of the American Arbitration Association (“AAA”)unless the parties agree on alternative rules and a 
mediator within 15 days after either party first gives notice of mediation.  Such mediation shall be conducted in 
Riverside, California and shall be conducted and completed within 45 days following the date either party first gives 
notice of mediation.  If the parties fail to complete the mediation within such 45-day period, either party may initiate 
litigation.  The fees and expenses of the mediator shall be shared equally by the parties.  The mediator shall be 
disqualified as a witness, expert or counsel for any party with respect to any suit and any related matter.  Mediation is 
a compromise negotiation and shall constitute privileged communications under California and other Applicable 
Laws.  The entire mediation process shall be confidential and the conduct, statements, promises, offers, views and 
opinions of the mediator and the parties shall not be discoverable or admissible in any legal proceeding for any 
purpose; provided, however, that evidence which is otherwise discoverable or admissible shall not be excluded from 
discovery or admission as a result of its use in the mediation. 

10.2 Arbitration.  Except as precluded by Applicable Law, any controversy or claim between Company 
and Franchisee arising out of or relating to this Agreement or any alleged breach hereof, and any issues pertaining to 
the arbitrability of such controversy or claim and any claim that this Agreement or any part hereof is invalid, illegal, 
or otherwise voidable or void, shall be submitted to binding arbitration.  Said arbitration shall be conducted before 
and will be heard by one arbitrator in accordance with the then-current commercial arbitration rules of the AAA.  
Judgment upon any award rendered may be entered in any Court having jurisdiction thereof.  Except to the extent 
prohibited by Applicable Law, the proceedings shall be held in the City of Riverside, State of California.  All 
arbitration proceedings and claims shall be filed and prosecuted separately and individually in the name of Franchisee 
and Company, and not in any class action or representative capacity, and shall not be joined with or consolidated with 
claims asserted by or against any other franchisee.  The arbitrator shall have no power or authority to grant punitive 
or exemplary damages as part of its award.  In no event may the material provisions of this Agreement including, but 
not limited to the method of operation, authorized product line sold, or monetary obligations specified in this 
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Agreement, amendments to this Agreement or in the Manuals be modified or changed by the arbitrator at any 
arbitration hearing.  The substantive law applied in such arbitration shall be as provided in Section 11.8 of this 
Agreement.  The arbitration and the parties’ agreement therefor shall be deemed to be self-executing, and if either 
party fails to appear at any properly noticed arbitration proceeding, an award may be entered against such party despite 
said failure to appear.  All issues relating to arbitrability or the enforcement of the agreement to arbitrate contained 
herein shall be governed by the Federal Arbitration Act (9 U.S.C. § 1 et seq.), notwithstanding any provision of this 
Agreement specifying the state law under which this Agreement shall be governed and construed. 

10.2.1 Awards.  The arbitrator will have the right to award or include in his award any relief which 
he or she deems proper in the circumstances, including money damages (with interest on unpaid amounts from the 
date due), specific performance, injunctive relief and attorneys’ fees and costs, in accordance with Section 11.2 of this 
Agreement, provided that the arbitrator will not have the authority to award exemplary or punitive damages.  The 
award and decision of the arbitrator will be conclusive and binding upon all parties and judgment upon the award may 
be entered in any court of competent jurisdiction.  Each party waives any right to contest the validity or enforceability 
of such award.  The parties shall be bound by the provisions of any limitation on the period of time by which claims 
must be brought.  The parties agree that, in connection with any such arbitration proceeding, each will submit or file 
any claim which would constitute a compulsory counter-claim (as defined by Rule 13 of the Federal Rules of Civil 
Procedure) within the same proceedings as the claim to which it relates.  Any such claim which is not submitted or 
filed in such proceeding will be barred. 

10.2.2 Permissible Parties.  Franchisee and company agree that arbitration will be conducted on 
an individual, not a class wide, basis and that any arbitration proceeding between Franchisee and company will not be 
consolidated with any other arbitration proceeding involving company and any other person or entity. 

10.2.3 Injunctive Relief.  Notwithstanding anything to the contrary contained in Section 10.2, 
Company and Franchisee will each have the right in a proper case to obtain specific performance, temporary 
restraining orders and temporary or preliminary injunctive relief from a court of competent jurisdiction, and other 
provisional relief including but not limited to enforcement of liens, security agreements, or attachment, as Company 
deems to be necessary or appropriate to compel Franchisee to comply with Franchisee’s obligations to the Company 
and/or to protect the Marks of the Company; or any claim or dispute involving or contesting the validity of any of the 
Marks.  However, the parties will contemporaneously submit their dispute for arbitration on the merits.  Franchisee 
agrees that Company may have temporary or preliminary injunctive relief without bond, but upon due notice, and 
Franchisee’s sole remedy in the event of the entry of such injunctive relief will be the dissolution of the injunctive 
relief, if warranted, upon hearing duly had (all claims for damages by reason of the wrongful issuance of any the 
injunction being expressly waived). 

10.2.4 Survival.  The provisions of this Article 10 will continue in full force and effect subsequent 
to and notwithstanding the expiration or termination of this Agreement. 

10.2.5 Waiver of Jury Trial; Venue 

TO THE EXTENT PERMITTED BY APPLICABLE LAW, THE PARTIES:  (1) HEREBY WAIVE THEIR 
RIGHT TO TRIAL BY JURY WITH RESPECT TO ANY DISPUTE ARISING UNDER THIS AGREEMENT; AND 
(2) THEY AGREE THAT, RIVERSIDE, CALIFORNIA SHALL BE THE VENUE FOR ANY LITIGATION 
ARISING UNDER THIS AGREEMENT.  THE PARTIES ACKNOWLEDGE THAT THEY HAVE REVIEWED 
THIS SECTION AND HAVE HAD THE OPPORTUNITY TO SEEK INDEPENDENT LEGAL ADVICE AS TO 
ITS MEANING AND EFFECT. 

    ____________   _____________ 
    FRANCHISEE   COMPANY 
        INITIALS       INITIALS 
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ARTICLE 11 
GENERAL CONDITIONS AND PROVISIONS 

11.1 Relationship of Franchisee to Company.  It is expressly agreed that the parties intend by this 
Agreement to establish between Company and Franchisee  the relationship of franchisor and area developer franchisee.  
It is further agreed that Franchisee has no authority to create or assume in Company’s name or on behalf of Company, 
any obligation, express or implied, or to act or purport to act as agent or representative on behalf of Company for any 
purpose whatsoever.  Neither Company nor Franchisee is the employer, employee, agent, partner or co-venturer of or 
with the other, each being independent.  Franchisee agrees that it will not hold itself out as the agent, employee, partner 
or co-venturer of Company.  All employees hired by or working for Franchisee shall be the employees of Franchisee 
and shall not, for any purpose, be deemed employees of Company or subject to Company control.  Each of the parties 
agrees to file its own tax, regulatory and payroll reports with respect to its respective employees and operations, saving 
and indemnifying the other party hereto of and from any liability of any nature whatsoever by virtue thereof. 

11.2 Indemnity by Franchisee.  Franchisee hereby agrees to protect, defend and indemnify Company, 
and all of its past, present and future Owners, Affiliates, officers, directors, employees, attorneys and designees and 
hold them harmless from and against any and all costs and expenses, including attorneys’ fees, court costs, losses, 
liabilities, damages, claims and demands of every kind or nature on account of any actual or alleged loss, injury or 
damage to any person, firm or corporation or to any property arising out of or in connection with Franchisee’s 
construction, development or operation of Restaurants pursuant hereto, except to the extent caused by intentional acts 
of the Company in breach of this Agreement.  The terms of this Section 11.2 shall survive the termination, expiration 
or cancellation of this Agreement. 

11.3 No Consequential Damages For Legal Incapacity.  Company shall not be liable to Franchisee for 
any consequential damages, including lost profits, interest expense, increased construction or occupancy costs, or 
other costs and expenses incurred by Franchisee by reason of any delay in the delivery of Company’s Franchise 
Disclosure Document caused by legal incapacity during the Term, or other conduct not due to the gross negligence or 
intentional misfeasance of Company. 

11.4 Waiver and Delay.  No waiver by Company of any Default or Defaults, or series of Defaults in 
performance by Franchisee, and no failure, refusal or neglect of Company to exercise any right, power or option given 
to it hereunder or under any Franchise Agreement or other agreement between Company and Franchisee, whether 
entered into before, after or contemporaneously with the execution hereof (and whether or not related to the 
Restaurants ), or to insist upon strict compliance with or performance of Franchisee’s (or its Affiliates) obligations 
under this Agreement or any Franchise Agreement or other agreement between Company and Franchisee (or its 
Affiliates), whether entered into before, after or contemporaneously with the execution hereof (and whether or not 
related to the Restaurants ), shall constitute a waiver of the provisions of this Agreement with respect to any continuing 
or subsequent Default or a waiver by Company of its right at any time thereafter to require exact and strict compliance 
with the provisions thereof. 

11.5 Survival of Covenants.  The covenants contained in this Agreement which, by their nature or terms, 
require performance by the parties after the expiration or termination of this Agreement shall be enforceable 
notwithstanding said expiration or other termination of this Agreement for any reason whatsoever. 

11.6 Successors and Assigns.  This Agreement shall be binding upon and inure to the benefit of the 
successors and assigns of Company and shall be binding upon and inure to the benefit of Franchisee and his or their 
respective, heirs, executors, administrators, and its successors and assigns, subject to the prohibitions and restrictions 
against Assignment contained herein. 

11.7 Joint and Several Liability.  If Franchisee consists of more than one person or Entity, or a 
combination thereof, the obligations and liabilities of each of such person or Entity to Company are joint and several, 
and such person(s) or Entities shall be deemed to be general partnership 

11.8 Governing Law.  This Agreement shall be governed by and construed in accordance with the laws 
of the State of California (without giving effect to any conflict of laws), except that (a) the provisions of Sections 8.1 
and 8.2 (and to the extent applicable, Section 8.3) shall be governed in accordance with the laws of the State where 
the Default of said section occurs, (b) any state law relating to (1) the offer and sale of franchises, (2) franchise 
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relationships, or (3) business opportunities, will not apply unless the applicable jurisdictional requirements are met 
independently with reference to this paragraph; (c) Section 10.2 (arbitration) is exclusively governed by and shall be 
construed in accordance with the Federal Arbitration Act; and (d) trademark rights will be governed by and construed 
in accordance with the Lanham Act. 

11.9 Entire Agreement.  This Agreement and the Exhibits incorporated herein contain all of the terms 
and conditions agreed upon by the parties hereto concerning the subject matter hereof.  No other agreements 
concerning the subject matter hereof, written or oral, shall be deemed to exist or to bind any of the parties hereto and 
all prior agreements, understandings and representations, are merged herein and superseded hereby.  Franchisee 
represents that there are no contemporaneous agreements or understandings between the parties relating to the subject 
matter of this Agreement that are not contained herein.  No officer or employee or agent of Company has any authority 
to make any representation or promise not included in this Agreement or any Franchise Disclosure Document for 
prospective franchisees required by Applicable Law, and Franchisee agrees that it has executed this Agreement 
without reliance upon any such representation or promise.  This Agreement cannot be modified or changed except by 
written instrument signed by all of the parties hereto. 

11.10 Titles for Convenience.  Article and paragraph titles used this Agreement are for convenience only 
and shall not be deemed to affect the meaning or construction of any of the terms, provisions, covenants, or conditions 
of this Agreement. 

11.11 Gender and Construction.  The terms of all Exhibits hereto are hereby incorporated into and made 
a part of this Agreement as if the same had been set forth in full herein.  All terms used in any one number or gender 
shall extend to mean and include any other number and gender as the facts, context, or sense of this Agreement or any 
article or Section hereof may require.  As used in this Agreement, the words “include,” “includes” or “including” are 
used in a non-exclusive sense.  Unless otherwise expressly provided herein to the contrary, any consent, approval, 
acceptance or authorization of Company which Franchisee may be required to obtain hereunder may be given or 
withheld by Company in its sole discretion, and on any occasion where Company is required or permitted hereunder 
to make any judgment, determination or use its discretion, including any decision as to whether any condition or 
circumstance meets Company’s Standards or satisfaction, Company may do so in its sole subjective judgment and 
discretion.  No provision herein expressly identifying any particular breach of this Agreement as material shall be 
construed to imply that any other breach which is not so identified is not material.  Neither this Agreement nor any 
uncertainty or ambiguity herein shall be construed or resolved against the drafter hereof, whether under any rule of 
construction or otherwise.  On the contrary, this Agreement has been reviewed by all parties and shall be construed 
and interpreted according to the ordinary meaning of the words used so as to fairly accomplish the purposes and 
intentions of all parties hereto.  Company and Franchisee intend that if any provision of this Agreement is susceptible 
to two or more constructions, one of which would render the provision enforceable and the other or others of which 
would render the provision unenforceable, then the provision shall be given the meaning that renders it enforceable. 

11.12 Severability, Modification.  Nothing contained in this Agreement shall be construed as requiring the 
commission of any act contrary to Applicable Law.  Whenever there is any conflict between any provisions of this 
Agreement and any present or future statute, law, ordinance or regulation contrary to which the parties have no legal 
right to contract, the latter shall prevail, but in such event the provisions of this Agreement thus affected shall be 
curtailed and limited only to the extent necessary to bring it within the requirements of the law.  In the event that any 
part, article, paragraph, sentence or clause of this Agreement shall be held to be indefinite, invalid or otherwise 
unenforceable, the indefinite, invalid or unenforceable provision shall be deemed deleted, and the remaining part of 
this Agreement shall continue in full force and effect. 

11.13 Counterparts.  This Agreement may be executed in any number of counterparts, each of which shall 
be deemed to be an original and all of which together shall be deemed to be one and the same instrument. 

11.14 Fees and Expenses.  If any party to this Agreement shall bring any arbitration, action or proceeding 
for any relief against the other, declaratory or otherwise, arising out of this Agreement, the losing party shall pay to 
the prevailing party a reasonable sum for attorney fees and costs incurred in bringing or defending such arbitration, 
action or proceeding and/or enforcing any judgment granted therein, all of which shall be deemed to have accrued 
upon the commencement of such arbitration, action or proceeding and shall be paid whether or not such action or 
proceedings is prosecuted to final judgment.  Any judgment or order entered in such action or proceeding shall contain 
a specific provision providing for the recovery of attorney fees and costs, separate from the judgment, incurred in 
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enforcing such judgment.  The prevailing party shall be determined by the trier of fact based upon an assessment of 
which party’s major arguments or positions on major disputed issues.  For the purposes of this Section, attorney fees 
shall include fees incurred in the following:  (1) post-judgment motions; (2) contempt proceedings; (3) garnishment, 
levy, debtor and third-party examinations; (4) discovery; and (5) bankruptcy litigation.  This Section is intended to be 
expressly severable from the other provisions of this Agreement, is intended to survive any judgment and is not to be 
deemed merged into the judgment. 

11.15 Notices.  Except as otherwise expressly provided herein, all written notices and reports permitted or 
required to be delivered by the parties pursuant hereto shall be deemed so delivered at the time delivered by hand; one 
business day after electronically confirmed transmission by facsimile or other electronic system; one business day 
after delivery by Express Mail or other recognized, reputable overnight courier; or 3 business days after placement in 
the United States Mail by Registered or Certified Mail, Return Receipt Requested, postage prepaid and addressed as 
follows: 

If to Company:   Farmer Boys Franchising Co. 
    3452 University Avenue  
    Riverside, CA 92501 
    Telephone: (951) 275-9900 

Fax: (951) 275-9930 
 

With copy (which shall not constitute notice) to: 

    Kenneth R. Costello, Esq. 
    Bryan Cave Leighton Paisner LLP 
    120 Broadway, Suite 300  
    Santa Monica, CA 90401-2386 
    Facsimile No.: (310) 576-2200  
 

If to Franchisee:  See Section 1.1 

or to such other address as such party may designate by 10 days’ advance written notice to the other party. 
 

ARTICLE 12 
SUBMISSION OF AGREEMENT 

12.1 General.  The submission of this Agreement does not constitute an offer and this Agreement shall 
become effective only upon the execution thereof by Company and Franchisee. 

12.2 Capitalization.  Franchisee represents to Company that it has taken all necessary and proper action 
required by the laws of the jurisdiction in which the Development Area is located and has the right to execute this 
Agreement and perform under all of its terms. 

12.2.1 Franchisee represents and warrants to Company that:  (i) upon execution of the Agreement, 
Franchisee’s capitalization is not less than U.S. [$________], no more than 50% of which may be comprised of debt 
(the “Initial Investment”); and (ii) Franchisee further agrees that on or before each of the first, second and third 
anniversaries of the Effective Date, Franchisee shall receive additional capital contributions in the amount of not less 
than [U.S. $________], no more than 50% of which may be comprised of debt (each, a “Subsequent Investment”).  
Concurrently with Franchisee’s execution hereof and on or before the first, second and third anniversaries of the 
Effective Date, as applicable, Franchisee shall furnish Company with written evidence of its receipt of the entire 
required Initial Investment and each Subsequent Investment.  Franchisee’s failure to have received the required Initial 
Investment or any Subsequent Investment on or before the requisite date set forth above, or deliver such written 
evidence, shall constitute an incurable material breach of the Agreement, entitling Company to terminate the 
Agreement upon written notice. 
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ARTICLE 13 
ADDITIONAL COVENANTS 

13.1 Entity Franchisee Information.  If Franchisee is an Entity, Franchisee represents and warrants that 
the information set forth in Exhibit C which is annexed hereto and by this reference made a part hereof, is accurate 
and complete in all material respects.  Franchisee shall notify Company in writing within 10 days of any change in the 
information set forth in Exhibit C, and shall submit to Company a revised Exhibit C, which shall be certified by 
Franchisee as true, correct and complete and upon acceptance thereof by Company shall be annexed to this Agreement 
as Exhibit C.  Franchisee promptly shall provide such additional information as Company may from time to time 
request concerning all persons who may have any direct or indirect financial interest in Franchisee, including providing 
copies of all amendments to Franchisee’s “Entity Documents” as defined in Exhibit C.  Franchisee shall conduct no 
business other than the business contemplated hereunder and under any currently effective Franchise Agreement 
between Company and Franchisee.  The Entity Documents of Franchisee shall recite that the issuance and transfer of 
any interest therein is subject to the restrictions set forth in the Agreement and any Franchise Agreement executed 
pursuant thereto. 

13.2 Operating Principal; Director of Operations 

13.2.1 The Operating Principal shall be principally responsible for communicating and 
coordinating with Company regarding business, operational and other ongoing matters concerning this Agreement 
and the Restaurants developed pursuant hereto.  The Operating Principal shall have the full authority to act on behalf 
of Franchisee in regard to performing, administering or amending this Agreement and all Franchise Agreements 
executed pursuant hereto.  Company may, but is not required to, deal exclusively with the Operating Principal in such 
regards unless and until Company’s actual receipt of written notice from Franchisee of the appointment of a successor 
Operating Principal, who shall have been accepted by Company. 

13.2.2 Commencing on the date which Franchisee, directly or indirectly through one or more 
Affiliate(s), opens its 2nd Restaurant within the Development Area, and at all times throughout the Term and the term 
of each Franchise Agreement executed pursuant hereto after such date, Franchisee shall employ and retain, or shall 
cause the Entity to which each Franchise Agreement is assigned in accordance with Section 7.2 hereof to employ and 
retain, an individual (the “Director of Operations”) who shall be vested with the authority and responsibility for the 
day-to-day operations of all Restaurants owned or operated, directly or indirectly, by Franchisee within the 
Development Area. The Director of Operations shall, during the entire period he/she serves as such, meet the following 
qualifications:  (a) shall devote full time and best efforts solely to operation of the all Restaurants owned or operated, 
directly or indirectly, by Franchisee in the Development Area and to no other business activities; (b) meet Company’s 
educational, experience, financial and such other reasonable criteria for such individual, as set forth in the Manuals as 
defined herein or otherwise in writing by Company; and (c) be an individual acceptable to Company.  The Director of 
Operations may (but need not) be an Owner, and with the prior written consent of Company, may be the same 
individual as the Operating Principal.  The Director of Operations shall be responsible for all actions necessary to 
ensure that all Restaurants  owned or operated, directly or indirectly, by Franchisee in the Development Area are 
operated in compliance with this Agreement, all Franchise Agreements therefor and the Manuals.  If, during the Term 
hereof or any Franchise Agreement executed pursuant hereto, the Director of Operations is not able to continue to 
serve in such capacity or no longer qualifies to act as such in accordance with this Section (including Company’s 
subsequent disapproval of such person), Franchisee shall promptly notify Company and designate a replacement 
within 30 days after the Director of Operations ceases to serve, such replacement being subject to Company’s approval. 

13.2.3 Franchisee shall notify Company in writing at least 10 days prior to employing the Director 
of Operations setting forth in reasonable detail all information reasonably requested by Company.  Company’s 
acceptance of the Operating Principal and Director of Operations shall not constitute Company’s endorsement of such 
individual or a guarantee by Company that such individual will perform adequately for Franchisee or its Affiliates, 
nor shall Company be estopped from subsequently disapproving or otherwise challenging such person’s qualifications 
or performance. 

13.3 Survival.The provisions of this Section shall not limit, restrain or otherwise affect any right or cause 
of action which may accrue to Company for any infringement of, violation of, or interference with, this Agreement, 
or Company’s marks, System, trade secrets, or any other proprietary aspects of Company’s business.   
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ARTICLE 14 
ACKNOWLEDGMENT 

14.1 General 

14.1.1 Franchisee acknowledges that it has carefully read this Agreement and all other related 
documents to be executed concurrently or in conjunction with the execution hereof, that it has obtained the advice of 
counsel in connection with entering into this Agreement, that it understands the nature of this Agreement, and that it 
intends to comply herewith and be bound hereby. 

14.1.2 Company expressly disclaims making, and Franchisee acknowledges that it or they have 
not received or relied on any warranty or guarantee, express or implied, as to the potential volume, profits, expenses, 
or success of the business venture contemplated by this Agreement. 

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed as of the first date 
set forth above. 

ACCEPTED on this ______ day of __________________ 20____. 
 
 
FARMER BOYS FRANCHISING CO. 
 
 
By:       
Name:       
Title:       
 
 
“Franchisee” 
 
      
a       
 
By:       
Name:       
Title:       
 
By:       
Name:       
Title:       
      



 18 
570880539.11 

Exhibit A 
DEVELOPMENT AREA 

 
 
The non-exclusive Development Area* is defined as the territory within the boundaries described below: 
 
             
             
             
             
             
             
             
             
              
 
*  If the Development Area is defined by streets, highways, freeways or other roadways, or rivers, streams, or 
tributaries, then the boundary of the Development Area shall extend to the center line of each such street, highway, 
freeway or other roadway, or river, stream, or tributary. 
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EXHIBIT B 
DEVELOPMENT OBLIGATION 

 
  
 

  
DEVELOPMENT PERIOD ENDING 

 

CUMULATIVE NO. OF  
RESTAURANTS TO BE IN OPERATION 

 
1 

 
     
 

 
                              ____________ 

 
2 

 
     
 

 
                              ____________ 

 
3 

 
     
 

 
                              ____________ 

 
4 

 
     
 

   
                              ____________ 

 
5 

 
     

 
                              ____________ 
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EXHIBIT C 
Entity Information 

 
 
Franchisee represents and warrants that the following information is accurate and complete in all material respects: 
 
(i) Franchisee is a (check as applicable): 

[  ] corporation  
[  ] limited liability company 
[  ] general partnership  
[  ] limited partnership 
[  ] Other (specify): ___________________________ 

 
(ii) Franchisee shall provide to Company concurrently with the execution hereof true and accurate copies of its 
charter documents including Articles of Incorporation, Bylaws, Operating Agreement, Regulations Partnership 
Agreement, resolutions authorizing the execution hereof, and any amendments to the foregoing (“Entity 
Documents”). 
 
(iii) Franchisee promptly shall provide such additional information as Company may from time to time request 
concerning all persons who may have any direct or indirect financial interest in Franchisee. 
 
(iv) The name and address of each of Franchisee’s owners, members, or general and limited partner:  
 
           NUMBER OF 
           SHARES OR 
           PERCENTAGE 
NAME                                                     ADDRESS      INTEREST   
              
             
             
             
             
             
             
              
 
(v) There is set forth below the names, and addresses and titles of Franchisee’s principal officers or partners who 
will be devoting their full time to the Business: 
 
NAME      ADDRESS 
             
             
             
              
 
(vi) The address where Franchisee’s Financial Records, and Entity Documents are maintained is:   
             
              
 
(vii) The “Operating Principal” is:     
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APPENDIX 1 
 

“Additional Development Notice” shall have the meaning set forth in Section 4.2 of this Agreement. 

“Additional Development Obligation” shall have the meaning set forth in Section 4.3.2 of this Agreement. 

“Affiliate” when used herein in connection with Company or Franchisee, includes each person or Entity 
which directly, or indirectly, through one or more intermediaries, controls, is controlled by, or is under common 
control with Company or Franchisee, as applicable.  Without limiting the foregoing, the term “Affiliate” when used 
herein in connection with Franchisee includes any Entity 10% or more of whose Equity or voting control, is held by 
person(s) or Entities who, jointly or severally, hold 10% or more of the Equity or voting control of Franchisee.  For 
purposes of this definition, control of a person or Entity means the power, direct or indirect, to direct or cause the 
direction of the management and policies of such person or Entity whether by contract or otherwise.  Notwithstanding 
the foregoing definition, if Company or its Affiliate has any ownership interest in Franchisee, the term “Affiliate” 
shall not include or refer to the Company or that Affiliate (the “Company Affiliate”), and no obligation or restriction 
upon an “Affiliate” of Franchisee, shall bind Company, or said Company Affiliate or their respective direct/indirect 
parents or subsidiaries, or their respective officers, directors, or managers. 

“Anti-Terrorism Laws” means the International Money Laundering Abatement and Anti-Terrorist 
Financing Act; Executive Order 13224 issued by the President of the United States of America (or any successor 
Order), the Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct 
Terrorism Act (USA PATRIOT Act) of 2001 (or any successor legislation) and all other present and future national, 
provincial, federal, state and local laws, ordinances, regulations, policies, lists, Orders and any other requirements of 
any Governmental Authority addressing or in any way relating to terrorist acts and acts of war. 

“Applicable Law” means and includes applicable common law and all applicable statutes, laws, rules, 
regulations, ordinances, policies and procedures established by any Governmental Authority, as in effect on the 
Effective Date, and as may be amended, supplemented or enacted from time to time, governing the directly or 
indirectly the ownership, financing, development, construction, operation, or use of revenue related to the Licensed 
Restaurant, and related activities, or prohibiting unfair, fraudulent or corrupt business acts, omissions or practices, 
including without limitation, all labor, immigration, food and drug laws and regulations, the Americans with 
Disabilities Act, and Anti-Terrorism Laws. 

 “Assignment” shall mean and refer to any assignment, transfer, gift or other conveyance, voluntarily or 
involuntarily, in whole or in part, by operation of Applicable Law or otherwise, of any interest in this Agreement or 
any of Franchisee’s rights or privileges hereunder or all of any substantial portion of the assets of the Licensed 
Restaurant, including the lease; provided, further, however, that if Franchisee is an Entity, each of the following shall 
be deemed to be an Assignment of this Agreement: (i) the sale, assignment, transfer, conveyance, gift, pledge, 
mortgage, hypothecation or other encumbrance of more than 49% in the aggregate, whether in one or more 
transactions, of the Equity or voting power of Franchisee, by operation of law or otherwise or any other event(s) or 
transaction(s) which, directly or indirectly, effectively changes control of Franchisee; (ii) the issuance of any securities 
by Franchisee which itself or in combination with any other transaction(s) results in the Owners, as constituted on the 
Effective Date, owning less than 51% of the outstanding Equity or voting power of Franchisee; (iii) if Franchisee is a 
Partnership, the resignation, removal, withdrawal, death or legal incapacity of a general partner or of any limited 
partner owning more than 49% of the Partnership Rights of the Partnership, or the admission of any additional general 
partner, or the transfer by any general partner of any of its Partnership Rights in the Partnership, or any change in the 
ownership or control of any general partner; (iv) the death or legal incapacity of any Owner owning more than 49% 
of the Equity or voting power of Franchisee; and (v) any merger, stock redemption, consolidation, reorganization, 
recapitalization or other transfer of control of the Franchisee, however effected. 

“Authorized FARMER BOYS® Products” means the specific foods products, sauces, marinades and 
beverages and other food items and ancillary related products, which may include books, cups, coolers, hats, t-shirts 
and novelty items, as specified by Company from time to time in the Manuals, or as otherwise directed by Company 
in writing, for sale at the Restaurants , prepared, served, sold and/or manufactured in strict accordance with Company’s 
recipes, Standards and specifications, including specifications as to ingredients, brand names, preparation and 
presentation. 
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“Catering” means (i) the preparation, provision and service and management of service of food and 
beverages (including sales, marketing and promotional practices related thereto) to guests, invitees and other third 
parties on behalf of a client of the provider, whether on premises owned, leased, managed, licensed, hired or operated 
by such client, or for a venue-based catering facility not constituting a Restaurant by the provider including, without 
limitation, a private, cultural, entertainment, healthcare, sports, convention or educational facility, or as part of a 
special event such as a sporting, cultural, charitable or political event; and (ii) contract catering services which means 
the preparation, provision and service or management of service of food and beverages (including sales, marketing 
and promotional practices related thereto) to employees, customers, vendors, guests and invitees (but not the general 
public) on behalf of a client or to a client directly on an ongoing basis over a period of time pursuant to a contract with 
such client. 

 “Competitive Activities” means to, own, operate, lend to, advise, be employed by, or have any financial 
interest in (i) any Restaurant or business that  offers or sells burgers or breakfast, (ii) any family dining restaurant, 
other than a Restaurant operated pursuant to a validly subsisting franchise agreement with Company.  Notwithstanding 
the foregoing, “Competitive Activities” shall not include the direct or indirect ownership solely as an investment, of 
securities of any Entity which are traded on any national securities exchange if applicable owner thereof (i) is not a 
controlling person of, or a member of a group which controls, such Entity and (ii) does not, directly or indirectly, own 
5% or  more of any class of securities of such Entity. 

“Default” or “default” means any breach of, or failure to comply with, any of the terms or conditions of an 
agreement. 

“Development Area” shall have the meaning set forth in Section 1.1 of this Agreement. 

“Development Period” means each of the time periods indicated on Exhibit B during which Franchisee shall 
have the right and obligation to construct, equip, open and thereafter continue to operate Restaurants in accordance 
with the Development Obligation. 

“Development Obligation” shall mean the Franchisee’s right and obligation to construct, equip, open and 
thereafter continue to operate at sites within the Development Area the cumulative number of Restaurants set forth in 
Exhibit B hereto within each Development Period and, if applicable, within the geographic areas specified therein. 

“Director of Operations” shall have the meaning set forth in Section 13.2.2 of this Agreement. 

“Entity” means any limited liability company, Partnership, trust, association, corporation or other entity 
which is not an individual. 

“Equity” means capital stock, membership interests, Partnership Rights or other equity ownership interests 
of an Entity. 

“Franchise Agreement” means the form of agreement prescribed by Company and used to grant to 
Franchisee the right to own and operate a single Restaurant in the Development Area, including all exhibits, riders, 
guarantees or other related instruments, all as amended from time to time. 

“Franchise Disclosure Document” shall have the meaning set forth in Section 6.2.3. 

“Force Majeure” means acts of God (such as tornadoes, earthquakes, hurricanes, floods, fire or other natural 
catastrophe); strikes, lockouts or other industrial disturbances; war, terrorist acts, riot, or other civil disturbance; 
epidemics; or other similar forces which Franchisee could not by the exercise of reasonable diligence have avoided; 
provided however, that neither an act or failure to act by a Governmental Authority, nor the performance, non-
performance or exercise of rights under any agreement with Franchisee by any lender, landlord, or other person shall 
be an event of Force Majeure hereunder, except to the extent that such act, failure to act, performance, non-
performance or exercise of rights results from an act which is otherwise an event of Force Majeure.  For the avoidance 
of doubt, Franchisee’s financial inability to perform or Franchisee’s insolvency shall not be an event of Force Majeure 
hereunder. 
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“Governmental Authority” means and include all Federal, state, county, municipal and local governmental 
and quasi-governmental agencies, commissions and authorities. 

“Initial Franchise Fee” shall have the meaning set forth in Section 5.2 of this Agreement. 

“Manuals” means Company’s operations and training manuals, and any other written directive related to the 
System, as the same may be amended and revised from time to time, including all bulletins, supplements and ancillary 
and additional manuals and written directives established by Company as in effect and amended from time to time. 

“Non-Traditional Venue” is a facility operated under the Marks located within another primary business or 
in conjunction with other businesses or at institutional settings, including toll roads, hotels and motels, ships, ports, 
piers, municipal facilities, public transportation facilities, casinos, stadiums, airports, colleges and universities, 
schools, theme or amusement park, county or state fair, special event location, hospitals, military and other 
governmental facilities, office or in-plant food service facilities, any major, regional or enclosed mall (excluding 
shopping center outlets), shopping mall food courts operated by a master concessionaire, grocery stores, supermarkets 
and convenience stores, mobile unit, kiosk, or other similar locations of a “non-standard” nature, and any site for 
which the lessor, owner or operator thereof shall have indicated its intent to prefer or limit the operation of its food 
service facilities to a master concessionaire or contract food service provider.  

 “Owner” means any direct or indirect shareholder, member, general or limited partner, trustee, or other 
equity owner of an Entity, except, that if Company or any Affiliate of Company has any ownership interest in 
Franchisee, the term “Owner” shall not include or refer to the Company or that Affiliate or their respective direct and 
indirect parents and subsidiaries, and no obligation or restriction upon the “Franchisee”, or its Owners shall bind 
Company, said Affiliate or their respective direct and indirect parents and subsidiaries or their respective officers, 
directors, or managers. 

“Partnership” means any general partnership, limited partnership or limited liability partnership. 

“Partnership Rights” means voting power, property, profits or losses, or partnership interests of a 
Partnership. 

“Restaurant” shall have the meaning set forth in Recital A of this Agreement. 

“Restricted Persons” means the Franchisee, and each of its Owners and Affiliates, and the respective 
officers, directors, managers, and Affiliates of each of them, and the spouse and family members who live in the same 
household of each of the foregoing who are individuals. 

“ROFR” shall have the meaning set forth in Section 7.3.4 of this Agreement. 

“ROFR Period” shall have the meaning set forth in Section 7.3.4 of this Agreement. 

“Site Review Request” shall have the meaning set forth in Section 6.1 of this Agreement. 

“Standards” mean Company’s then-current specifications, standards, policies, procedures and rules 
prescribed for the development, ownership and operation of Restaurants . 

“System” means the Company’s operating methods and business practices related to its Restaurants , and the 
relationship between Company and its franchisees, including interior and exterior Restaurant designs; other items of 
trade dress; specifications of equipment, fixtures, and uniforms; defined product offerings and preparation methods; 
standard operating and administrative procedures; restrictions on ownership; management and technical training 
programs; and marketing and public relations programs; all as Company may modify the same from time to time. 

“Term” shall have the meaning set forth in Section 4.1 of this Agreement. 

“Then-current” as used in this Agreement and applied to the Franchise Disclosure Document, an area 
development agreement and a Franchise Agreement shall mean the form then currently provided by Company to 
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similarly situated prospective franchisees, or if not then being so provided, then such form selected by the Company 
in its discretion which previously has been delivered to and executed by a licensee or franchisee of Company. 

“Traditional Restaurant” means a business premises that exists primarily as a Restaurant, excluding any 
Restaurant at a Non-Traditional Venue, however, which Traditional Restaurant may also have other types of 
Company-approved co-branded business located in it, but in such case the Restaurant is the primary business. 

 “Wages” means all salaries and hourly wages, and all related direct and indirect payroll expenses of 
employees, including employment-related taxes, overtime compensation, vacation benefits, pension and profit sharing 
plan contributions, medical insurance premiums, medical benefits, and the like, and all direct and indirect fees, costs 
and expenses payable to independent contractors, agents, representatives and outside consultants. 
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EXHIBIT E 
Sublease 
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FARMER BOYS® 
SUBLEASE 

THIS Sublease ("Sublease") is dated as of __________________, and is made 
between _________________________ ("Sublessor"), and 
____________________________________ (collectively "Sublessee"). 

RECITALS 

A. Sublessor has previously entered into a Lease ("the “Master Lease") dated 
_________________________  between Sublessor, as tenant or lessee, and 
_______________________________________ , as landlord or lessor (the “Master 
Lessor”), relating to the premises commonly known 
as_____________________________________________ (the "Premises"). The Master 
Lease has not been amended except as follows: N/A.  Sublessee hereby acknowledges 
receipt of a complete copy of the Master Lease, including all amendments, if any. 

B.  Sublessor would like to rent the Premises to Sublessee and Sublessee would 
like to hire the Premises from Sublessor. 

NOW, THEREFORE,  Sublessor and Sublessee agree as follows: 

1.  Sublease 

Sublessor now rents the Premises to Sublessee and Sublessee now hires the 
Premises from Sublessor on the terms and conditions stated in this Sublease. 

2.  Incorporation of Master Lease Provisions 

All of the terms, conditions, and provisions of the Master Lease are incorporated 
in this Sublease by this reference.  Except to the extent contradicted or modified by this 
Sublease, the terms, conditions, and provisions of the Master Lease shall apply to and 
govern the rights and obligations of Sublessor and Sublessee, respectively, in the same 
way that they apply to and govern the rights and obligations of the Master Lessor and 
Sublessor, respectively. By way of example, if the Master Lease requires Sublessor to 
maintain the Premises or perform any other act for the benefit of the Master Lessor, then 
Sublessee shall be required to maintain the Premises and perform such other act in like 
manner for the benefit of Sublessor and Master Lessor. 

If there is a conflict between the terms and conditions of the Master Lease and 
this Sublease, then as between Sublessor and Sublessee this Sublease will prevail and 
control. By way of example,  The Master Lease authorized Sublessor to assign or 
sublease the Premises under certain terms, and this Sublease contains provisions 
dealing with assignment and subletting: therefore as to assignment and subletting of the 
Premises this Sublease will prevail over the Master Lease. 
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If the Master Lease has a provision that gives Sublessor the right to purchase 
the Premises from Master Lessor, that provisions shall not apply to Sublessee and 
Sublessee shall have no such right. 

3.  Term 

3.1.  Initial Term 

The initial term of this Sublease will begin  _________________________. The 
initial term of this Sublease will end at same time that the initial term of the Master Lease 
ends, unless terminated sooner or extended in accordance with the provisions of this 
Sublease. 

3.2.  Renewal or Extension 

If the Master Lease has provisions enabling Sublessor to renew or extend the 
Master Lease, then Sublessee has the same rights to renew or extend this Sublease, up 
to a maximum potential Sublease term of forty (40) years, including options. After a 
maximum of forty (40) years, this Sublease will end, even if the term of the Master Lease 
does not then end. As between Sublessor and Sublessee, any deadline for notice of 
exercise of any option rights in the Master Lease will be advanced ninety (90) days in this 
Sublease.  Sublessor may renew or extend the Master Lease even if Sublessee does not 
extend the term of this Sublease.  

4.  Possession 

Possession of the Premises will be delivered by Sublessor to Sublessee at the 
beginning of the term of this Sublease, as determined under Section 3.1 of this Sublease. 

5.  Rent 

5.1.  Base Rent 

Sublessee will not pay the minimum, base, or fixed rent due from Sublessor to 
the Master Lessor under the Master Lease. Sublessee will, however, pay Sublessor, in 
equal monthly installments, the annual minimum rent ("Base Rent") stated in Schedule A 
to this Sublease. 

5.2.  Percentage Rent 

In addition to Base Rent, Sublessee must pay Sublessor Percentage Rent, 
calculated as follows: 

(a) Annual gross sales (amount received by Sublessee and its related parties for  

all goods sold and services rendered from the Premises during the year) 

(b) MINUS Two Hundred Thousand Dollars ($200,000) 

(c) MINUS Sales tax and returns 

(d) TIMES [X] Percent (X%) 

(e) MINUS  Annual Base Rent 

(f) EQUALS Percentage Rent 
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If components (a) through (d) of the above calculation do not exceed the Base Rent, no 
Percentage Rent is payable. 

Percentage Rent is due on January 10 of each calendar year during of the term of 
this Sublease for the preceding year. A final Percentage Rent payment is due on the tenth 
(10th) day of the month following expiration or termination of this Sublease. For purposes 
of determining Percentage Rent, Sublessee agrees to keep adequate books that show 
all sales and charges by Sublessee and any other people conducting any business upon 
or from the Premises. On January 10 of each calendar year of the term of this Sublease, 
Sublessee must submit to Sublessor a written statement signed by Sublessee and 
certified by it to be true and correct, showing in reasonably accurate detail the amount of 
Gross Sales during the preceding year. The statements must be in any form and style 
and contain any details that Sublessor reasonably requires. If the first or last year of the 
term of this Sublease is not a full calendar year, the Percentage Rent, the Base Rent, and 
the Two Hundred Thousand Dollars ($200,000.00) will be prorated based upon the 
number of days in the applicable year. 
. 

5.3.  Other Master Lease Charges 

Sublessee will also pay Sublessor all other monetary amounts of any kind or 
nature whatsoever that Sublessor is required to pay Master Lessor under the provisions 
of the Master Lease or which Sublessor expends on Sublessee’s behalf, including costs 
of enforcing the provisions of the Master Lease or this Sublease. 

5.4.  When to Pay 

Subject to the provisions of Section 5.6, the Base Rent required by this 
Sublease and, except for property taxes, any other charges described above will be paid 
by Sublessee to Sublessor ten (10) days before the date that they are due under the 
Master Lease.  Even if the Master Lease permits property taxes to be paid by Sublessor 
to the Landlord in a lump sum, Sublessor has the right to require Sublessee to pay 1/12 
of the annual property tax bill each month with the Base Rent and other charges. 

5.5.  Where to Pay 

Subject to the provisions of Section 5.6, the Base Rent and other charges 
described above must be paid by Sublessee to Sublessor, without deduction, setoff, 
notice, or demand, at the address below the Sublessor’s signature on the final page of 
this Sublease, or at any other place Sublessor designates by written notice to Sublessee. 

5.6 Automatic Bank Draft. 

Instead of paying the Base Rent and other charges by check or cash, Sublessor 
shall have the right to withdraw the amount due from Sublessee’s bank account by 
automatic bank draft on or after the date that such payment is due.  Sublessee agrees to 
provide Sublessor any information necessary to set up such  payments, and to sign any 
authorizations needed to authorize Sublessee’s bank to permit such payments. 

5.7 Sublessor’s Obligation to Pay Master Lessor 
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Immediately upon receipt from Sublessee of the Base Rent and other charges 
described above, or when funds are available at Sublessor's bank if payment is by other 
than cash, cashier's check, automatic bank draft, or bank wire, Sublessor will pay Master 
Lessor the corresponding sums due Master Lessor under the provisions of the Master 
Lease. Sublessor will be under no obligation to Sublessee to pay Master Lessor at any 
time that Sublessee is in default  

of its obligations to Sublessor under this Sublease. If any check given by Sublessee to 
Sublessor is dishonored by Sublessee's bank, then at any time afterward Sublessor may 
require that all future payments be made by cashier's check or bank wire at Sublessee's 
expense. 

5.8 Interest 

All payments which Sublessee is required to make to Sublessor under this 
Sublease will bear interest from and after their respective due dates until paid in full at a 
rate equal to eighteen percent (18%) per year, or the highest amount permitted by 
applicable law, whichever is less. Sublessee acknowledges that this provision is not 
Sublessor's agreement to accept late payments or a commitment by Sublessor to extend 
credit to or otherwise finance Sublessee's operation of the Restaurant. Sublessee 
acknowledges that his or her failure to pay all amounts when due will constitute a breach 
of this Sublease and, if not cured within any applicable cure period, grounds for its 
termination. Further, acceptance of any interest payment will not be construed as a waiver 
by Sublessor of its right in respect of the default giving rise to the payment and will not 
diminish Sublessor' right to terminate this Sublease on the basis of the default. 

5.9 Partial Months  

If the term of this Sublease begins or ends on a day other than the first or last 
day of a month, the Base Rent and other charges for the partial month or months will be 
prorated based upon the number of day in the applicable month. 

6.  Security Deposit 

Sublessee must deposit with Sublessor on signing of this Sublease a security 
deposit in the sum of $ _____________, as security for the performance by Sublessee of 
its obligations under this Sublease. If Sublessee is in default, Sublessor may use the 
security deposit, or any portion thereof, to cure such default, or to compensate Sublessor 
for any damage sustained by Landlord resulting from Sublessee's default, and Sublessee 
waives the provisions of Civil Code section 1950.7 to the extent that section fails to allow 
Sublessor to apply the security deposit to future rent or damages as of the date that 
Sublessor is required to account for the security deposit.  If Sublessee is not in default at 
the expiration or earlier termination of this Sublease, the security deposit will be returned 
to Sublessee. Sublessor’s obligations with respect to the security deposit are those of a 
debtor and not a trustee. Sublessor may commingle the security deposit with its general 
and/or other funds, and it will have no obligation to pay Sublessee interest upon the 
security deposit. 

7.  Use of Premises 

During the term of this Sublease, the Premises must be used exclusively for the 
purpose of operating a franchised Restaurant in accordance with the Franchise 
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Agreement, the Master Lease, this Sublease, and all applicable laws, regulations and 
ordinances, and for no other purpose without the express written consent of Sublessor. 

8.  Performance of Master Lease Obligations 

8.1.  Nonmonetary Obligations 

If any of the terms or conditions of the Master Lease require Sublessor to 
perform any act, other than the payment of money directly to the Master Lessor, all of 
these terms and conditions are incorporated into and made a part of this Sublease. 
Sublessee will perform all these obligations on Sublessor’s behalf. 

8.2.  Master Lease Restrictions 

If any of the terms or conditions of the Master Lease restrict the rights of 
Sublessor, all of those terms and conditions are incorporated into and made a part of this 
Sublease and Sublessee will abide by them. 

8.3.  Master Lessor's Breach 

Sublessor will have no liability to Sublessee because of Master Lessor's breach 
of the Master Lease. As long as it can do so without incurring expense, Sublessor will 
cooperate with Sublessee and exercise due diligence in all reasonable respects to 
enforce the terms of the Master Lease against Master Lessor. 

8.4.  Liability for Master Lease Termination 

If the Master Lease terminates as a result of a default or breach of some 
obligation contained in the Master Lease, then, as between Sublessor and Sublessee, 
the party that caused the default will be liable to the non-defaulting party for the damage 
suffered as a result of the Master Lease termination. 

8.5.  Enforcement of Master Lease 

Nothing contained in this Sublease is intended to abridge or restrict Sublessor, 
as lessee under the Master Lease, from enforcing the Master Lease as between 
Sublessor and the Sublessee. 

9.  Insurance and Condemnation 

9.1.  Procurement and Maintenance 

Sublessee agrees to procure and maintain, at its sole cost and expense, all of 
the insurance required of Sublessor by the Master Lease and to otherwise comply with 
all of the insurance obligations stated in the Master Lease. In addition, Sublessee will 
cause Sublessor and any other person designated by Sublessor to be named as 
additional insureds on the insurance policy or policies and to give Sublessor copies of 
these policy or policies. 

9.2.  Use of Proceeds 

If a casualty occurs that is covered by insurance, the Premises must be rebuilt 
with the proceeds of the insurance unless the Master Lease mandates another result. 
Sublessee will pay any deductibles and will fund any shortfall if the proceeds of the 
insurance are inadequate. If a casualty occurs that is not covered by insurance, then 
Sublessee will rebuild the Premises, at its sole cost and expense, unless the Master 
Lease mandates another result. 
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9.3.  Condemnation 

If all or any portion of the Premises are taken by condemnation, if the Premises 
can be rebuilt then they must be rebuilt to the extent possible unless the Master Lease 
mandates another result. The award of the condemning authority will be used for this 
purpose and Sublessee will fund any shortfall if the award is inadequate. 

9.4.  Right to Terminate 

If the Master Lease gives the Master Lessor any right to terminate the Master 
Lease upon the partial or total damage, destruction, or condemnation of the Premises, 
this termination right will also apply to this Sublease. 

10.  Consent 

Whenever the Master Lease provides that the Master Lessor's consent is 
required for an act or omission, then the consent of both the Master Lessor and Sublessor 
to the act or omission will be required. Whenever the Master Lease provides that 
Sublessor's consent is required for an act or omission, then the consent of both Sublessor 
and Sublessee to the act or omission will be required. In all cases where the consent of 
Sublessor or Sublessee is required, the same will not be unreasonably withheld, delayed, 
or conditioned by Sublessor or Sublessee. 

11.  Assignment and Subletting 

11.1.  Transfer 

Sublessee may not assign or in any manner transfer this Sublease or any 
interest in this Sublease or further sublet the Premises or any part or parts of them, nor 
permit occupancy by anyone with, through or under the Sublease, except in connection 
with a transfer of the Franchise Agreement and upon the terms and conditions contained 
in the Franchise Agreement and the Master Lease. This Sublease and the Sublessee's 
interest in it will not be assignable by operation of law. 

11.2.  Failure to Obtain Approval 

Any attempted or actual transfer of this Sublease (whether by way of an 
assignment, Sublease or otherwise) by Sublessee without Sublessor’s prior written 
consent will be null, void and of no force or effect, will convey no right or interest to the 
purported transferee, and will constitute a material breach of this Sublease.  

11.3.  Assignment by Sublessor 

Sublessor may at any time assign this Sublease and the rights, privileges, duties 
and obligations under it, subject only to the requirements of the Master Lease. 

11.4.  Indemnity 

Sublessee indemnifies and holds Sublessor and its affiliates harmless from and 
against all claims and demands of any type, kind, or nature made by any third party which 
arise out of or are in any manner connected with Sublessee's use and occupancy of the 
premises or this Sublease other than claims or demands arising out of or in connection 
with the grossly negligent act or omission or willful misconduct of Sublessor, Farmer Boys, 
or their employees, agents or contractors. 

12.  Sublessor’s Right to Cure Defaults 
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At any time during the term of this Sublease and without notice to Sublessee, 
Sublessor may, but will not be obligated to, cure or otherwise discharge any default by 
Sublessee under this Sublease. Any and all costs or expenses which Sublessor may incur 
for this purpose will be immediately due and payable in full without further notice or 
communication to Sublessee of any type, kind or nature. Sublessor will have the same 
remedies for the recovery of these costs and expenses as for the recovery of rent under 
this Sublease and at law. 

13.  Default and Termination 

In spite of anything to the contrary in this Sublease, Sublessor will have the right 
to terminate this Sublease, enabling Sublessor to exercise all of the remedies of a landlord 
and to file an action for unlawful detainer, upon the happening of any of the following 
events:  

(a) Any failure by Sublessee to pay the Base Rent within five (5) days of the due 
date for the Base Rent, and any other failure of Sublessee to pay any other 
amount due under the Sublease within five (5) days' of written demand.  

(b) Any failure by Sublessee to abide by any other provision of this Sublease or the 

Master Lease when such failure continues beyond any notice or cure period 

provided by this Sublease or the Master Lease. 

(c) If the Franchise Agreement relating to the Premises between Farmer Boys and 
Sublessee expires and is not renewed or is terminated for any reason;  

(c) If the Master Lease should be canceled or terminated by reason of any act or 
omission of Sublessee prior to its expiration date; or  

(d) If Sublessee should suffer or permit the occurrence of any act or thing which 
would constitute an event of default by Sublessor under the terms of the Master 
Lease and fail to cure the default within any applicable cure period. 

14.  Legal Proceedings 

If Sublessor begins any summary proceeding to enforce this Sublease against 
Sublessee or to remove Sublessee and Sublessee's property from the Premises, 
Sublessee may not assert any counterclaims or assert as a defense to any such 
proceeding that Farmer Boys had no right to terminate the Franchise Agreement or that 
Farmer Boys had violated the franchise laws, it being the intention of the parties that these 
counterclaims must be brought against Farmer Boys, if at all, in a separate proceeding.  

15.  Notice 

If the Master Lease requires that notice be given to the Master Lessor, then 
whenever Sublessor gives notice to Master Lessor it will also notify Sublessee in the 
same manner and whenever Sublessee gives notice to Master Lessor it will also notify 
Sublessor in the same manner. The initial addresses for notice to Sublessor and 
Sublessee are written below their names on the final page of this Sublease. After the 
Rental Commencement Date, Sublessee’s address for notice shall also be the Premises. 
Notice may be delivered by facsimile (with simultaneous mailing of a copy by first class 
mail), courier, or first class mail. Notice by facsimile will be considered delivered upon 
transmission; by courier, upon delivery; and by first class mail, three days after posting. 
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16.  Entire Agreement 

This Sublease, including all of the provisions of the Master Lease incorporated 
in this Sublease by reference, describes all the agreements between Sublessor and 
Sublessee concerning the Premises. All other agreements, understandings, conditions, 
warranties, and representations are superseded by this Sublease.  

17.  Joint and Several Liability 

If Sublessee is or becomes a partnership, corporation, or limited liability 
company, or if this Sublease is assigned to a partnership, corporation, or limited liability 
company, all general partners, shareholders, or members must guaranty this Sublease 
and be bound jointly and severally by all its provisions. The guarantors to this Sublease 
represent and warrant that they are the sole owners of Sublessee.  

18.  Inspection Disclosure 

The parties acknowledge that the Premises has not undergone inspection by a 
Certified Access Specialist (as defined in Section 1938 of the California Civil Code).  A 
Certified Access Specialist (CASp) can inspect the subject premises and determine 
whether the subject Premises comply with all of the applicable construction-related 
accessibility standards under state law. Although state law does not require a CASp 
inspection of the subject Premises, the commercial property owner or lessor may not 
prohibit the lessee or tenant from obtaining a CASp inspection of the subject Premises 
for the occupancy or potential occupancy of the lessee or tenant, if requested by the 
lessee or tenant. The parties shall mutually agree on the arrangements for the time and 
manner of the CASp inspection, the payment of the fee for the CASp inspection, and the 
cost of making any repairs necessary to correct violations of construction-related 
accessibility standards within the Premises. 

IN WITNESS TO THE FOREGOING, the parties to this Sublease have signed 
this Sublease as of the date stated above. 



Page 9 of 11 
570776021.5

SUBLESSEE 

By: __________________________ 

Print Name:____________________ 

Print Title: _____________________ 

address: _______________________  

______________________________ 

SUBLESSOR 

By: __________________________ 

Print Name:____________________ 

Print Title: _____________________ 

address: _______________________  

______________________________ 
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COVENANTS OF SHAREHOLDERS, 
PARTNERS, OR MEMBERS 

The undersigned individuals represent and warrant that they are all of the 
shareholders, partners, or members of Sublessee. Accordingly, to induce Sublessor to 
enter into this Sublease, each of the undersigned individuals jointly and severally 
guarantees the performance by Sublessee of its obligations under this Sublease and each 
of the undersigned individuals jointly and severally agrees to be bound by all of the 
provisions of this Sublease. 

Dated: _________________ 

_____________________________________ 

_____________________________________ 

_____________________________________ 

_____________________________________ 
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FARMER BOYS® RESTAURANT LEASE 

1. Basic Provisions.

This paragraph 1 contains the basic provisions of this Lease. These basic 
provisions are further defined and explained in other paragraphs of this Lease and are to 
be read in conjunction with them. 

1.1 Parties; Date: This Lease (“Lease”), dated for reference purposes 
as of ________, 20__, is made by ___________________ whose address for notice and 
the payment of rent is _____________________________(“Landlord”), and 
____________________________, (“Tenant”). The initial address for notice to Tenant 
appears on the signature pages of this Lease. After the Rental Commencement Date, 
Tenant’s address for notice shall be the Premises. 

1.2 Premises: The real property, including all improvements now or in 
the future erected on it, commonly known as _________________________ and legally 
described on Exhibit A hereto, and generally described as land and a commercial or 
industrial building now existing or to be built, including all parking areas, landscape areas, 
walks, drives, trash enclosures, and other appurtenances (“Premises”).  

1.3 Term; Options: This Lease is for an initial term of 20 years beginning 
on the earlier of ____________________________________ [date] or the date that 
Tenant opens the business to be conducted at the Premises (“Commencement Date”), 
and ending on the last day of the 240th full calendar month following the Commencement 
Date. In addition, Tenant will have 2 options to extend the term of this Lease for 5 years 
per option, followed by a third option to extend the term of this Lease for an additional 4 
years.  Notwithstanding the above definition of the Commencement Date, all of the 
Tenant’s indemnity obligations under this Lease, as well as the Tenant’s obligations to 
carry insurance, will be effective at any time that the Tenant or any of the Tenant’s agents, 
employees, contractors, subcontractors or any person acting at the request of the Tenant, 
is on or in possession of the Premises.  When the Commencement Date has been 
determined, the parties shall executed a memorandum or amendment to this Lease 
confirming the actual Commencement Date within 10 days of written demand.  

1.4 Rent: 

(a) The rent per month for the Premises for the original term and any 
option periods will be as follows: 

PERIOD MONTHLY RENT

From the Commencement Date to the last 
day of the 60th full calendar month following 
the Commencement Date.  Rent for the first 
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partial month shall be prorated based upon 
the number of days in the applicable month. 

Years 6 through 10 

Years 11 through 15 

Years 16 through 20 

Years 21 through 25 if applicable 

Years 26 through 30 if applicable 

Years 31 through 35 if applicable 

Years 36 through 40 if applicable 

1.5 Security: On the signing of this Lease, the Tenant will pay Landlord 
an amount equal to the monthly rent as of the Commencement Date of this Lease as a 
security deposit. At the beginning of each five years thereafter, Tenant must pay Landlord 
an amount sufficient to increase the security deposit to the rent during the applicable 
period. 

1.6 Permitted Use: FARMER BOYS® restaurant and no other use. 

1.7 Guarantor: The obligations of the Tenant under this Lease are to be 
guaranteed by ______________________________________________ (“Guarantor”). 
If no Guarantor is identified in this paragraph of this Lease, then references to a Guarantor 
in this Lease may be disregarded.  

1.8 Contingencies: Tenant acknowledges that as of the date of the 
signing of this Lease Landlord does not own fee title to the Premises, and the parties do 
not have the requisite permits or licenses to construct the Premises or operate Tenant’s 
business at the Premises. Therefore, this Lease will be contingent upon Landlord’s 
purchasing the Premises on terms that are acceptable to Landlord, in its sole and absolute 
discretion. The obligations under this Lease are also contingent upon the parties obtaining 
any permits and approvals (including but not limited to conditional use permits, building 
permits, variances, etc.) that are required by applicable laws to enable Tenant legally to 
(a) construct Tenant’s improvements to the Premises; (b) to install Tenant’s signs on the 
Premises; and (c) to conduct its business from the Premises. Landlord and Tenant will, 
at Tenant’s expense, initiate and diligently pursue each such permit and approval. 
Landlord will provide Tenant with any further assistance and cooperation that Tenant may 
reasonably require for these permits and approvals.  
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2. Premises. 

2.1 Lease of Premises. Landlord leases to Tenant, and Tenant hires 
from Landlord, the Premises, for the term, at the rental, and upon all of the terms, 
covenants and conditions stated in this Lease. Unless otherwise provided in this Lease, 
any statement of square footage in this Lease, or any statement of square footage that 
may have been used in calculating rental, is an approximation which Landlord and Tenant 
agree is reasonable and the rental based on it is not subject to revision if the actual square 
footage is more or less. 

2.2 Acceptance of Premises. Tenant acknowledges: (a) that Tenant 
has satisfied itself with respect to the condition of the Premises and the present and future 
suitability of the Premises for Tenant’s intended use, (b) that neither Landlord, nor any of 
Landlord’s agents, has made any oral or written representations or warranties with 
respect to these matters other than as describe in this Lease, (c) that the Premises are 
subject to all applicable zoning ordinances, building codes and to all easements, 
covenants, conditions, restrictions and other matters of record, all of which Tenant must 
comply with at Tenant’s sole cost and expense, and (d) that Tenant accepts the Premises 
in an “as-is” condition, with all faults.   

2.3 ADA Disclosure.  The parties acknowledge that the Premises has 
not undergone inspection by a Certified Access Specialist (as defined in Section 1938 of 
the California Civil Code).  A Certified Access Specialist (CASp) can inspect the subject 
premises and determine whether the subject Premises comply with all of the applicable 
construction-related accessibility standards under state law. Although state law does not 
require a CASp inspection of the subject Premises, the commercial property owner or 
lessor may not prohibit the lessee or tenant from obtaining a CASp inspection of the 
subject Premises for the occupancy or potential occupancy of the lessee or tenant, if 
requested by the lessee or tenant. The parties shall mutually agree on the arrangements 
for the time and manner of the CASp inspection, the payment of the fee for the CASp 
inspection, and the cost of making any repairs necessary to correct violations of 
construction-related accessibility standards within the Premises.

3. Term. 

3.1 Term. The Commencement Date and term of this Lease are as 
specified in paragraph 1.3.  

3.2 Holding Over; Surrender. Tenant must vacate the Premises upon 
the expiration or earlier termination of this Lease. Tenant shall indemnify Landlord against 
any and all damages incurred by Landlord resulting from any delay by Tenant in vacating 
the Premises when required. If Tenant fails to vacate the Premises upon the expiration 
or earlier termination of this Lease and Landlord accepts rent from Tenant, Tenant’s 
occupancy of the Premises will be considered a “month-to-month” tenancy, subject to all 
of the other terms of this Lease, except that the rent will be increased by 50% over the 
rent in effect on the date of termination of this Lease. Tenant must surrender the Premises 
by the end of the last day of the Lease term or any earlier termination date, with all 



4 
570785832.3

improvements, parts and surfaces clean and free of debris and in good operating order, 
condition and state of repair, ordinary wear and tear excepted. “Ordinary wear and tear” 
will not include any damage or deterioration that would have been prevented by good 
maintenance practice or by Tenant performing all of its obligations under this Lease. 
Tenant must repair of any damage occasioned by the installation, maintenance or 
removal of Tenant’s Trade Fixtures.  

3.3 Option to Extend.  Landlord hereby grants Tenant the options, if 
any, specified in paragraph 1.3, to extend the term of this Lease, each option being 
expressly conditioned upon compliance with the following terms and conditions:  

(a) No less than 6 months and no more than 9 months before the 
expiration of the then current term of this Lease, Tenant must give Landlord a written 
notice of the exercise of its option to extend the term of this Lease for the next applicable 
option term, time being of the essence. If said notice is not so given, the option will 
automatically expire.  All of the terms and conditions of this Lease will apply during any 
option period. 

(b) Tenant shall have no right to exercise an option: (i) during the period 
beginning with the giving of any notice of default under this Lease and continuing until the 
default is cured, or (ii) if Landlord has given to Tenant five or more written notices of 
default under this Lease, whether or not the defaults are cured, during the five years 
immediately before the date that Tenant gives written notice of its exercise of its option to 
extend the term of this Lease. The period of time within which an option may be exercised 
will not be extended or enlarged by reason of Tenant’s inability to exercise an option 
because of the provisions of this sub-paragraph. 

3.4 Option Rent. The rent during each option period will be the amount 
set forth in section 1.4 of this Lease.  If section 1.4 requires that the rent during any option 
period be the fair market rental value of the Premises, then such sum shall be the fair 
market monthly rental value of the Premises, as a ground lease, on as “as is” basis as of 
the first day of the option period, but disregarding “tenant concessions,” if any, then being 
offered to prospective new tenants. The term “tenant concessions” includes, so-called 
free rent, reduced rent, tenant improvement allowances, moving allowances, lease 
takeover costs, etc., and it shall be determined as follows:  

(a) Not later than 30 days after Tenant has given notice of Tenant’s 
exercise of its option to extend the term, Tenant shall give written notice (the “Tenant’s 
Rent Opinion”) to Landlord of Tenant’s opinion of  the fair market monthly rental value of 
the Premises. 

(b) If Landlord objects to Tenant’s Rent Opinion, Landlord shall give 
written notice (“Landlord’s Rent Opinion”) to Tenant not later than 15 days after receipt of 
Tenant’s Rent Opinion setting forth Landlord’s opinion of the fair market monthly rental 
value of the Premises. 
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(c) If Tenant and Landlord do not agree in writing upon monthly rent 
within 10 days after Tenant's receipt Landlord’s Rent Opinion, then the monthly rent shall 
be determined in accordance with the following procedures. 

(d) Within 30 days after Landlord gives the Landlord’s Rent Opinion, 
both Tenant and Landlord shall appoint a reputable appraiser and shall give written notice 
of the name and address of such appraiser to the other party.  These appraisers may 
have a prior or ongoing relationship with either party hereto.  The failure by either party 
to timely appoint an appraiser and notify the other party thereof shall be deemed a waiver 
by the failing party of the right to have the rental value determined by more than one 
appraiser.  Within 20 days after both appraisers are appointed, the two appraisers shall 
themselves immediately appoint a “Third Appraiser”.  The Third Appraiser shall be 
unbiased, and shall have no prior or ongoing relationships with either of the parties hereto 
or their respective appraisers.  The three appraisers shall meet at the earliest time 
practicable for the sole purpose of determining which opinion of value (meaning the 
opinion set forth in the Tenant’s Rent Opinion, or the opinion set forth in the Landlord’s 
Rent Opinion), is the more accurate opinion.  The decision of the majority of said 
appraiser(s) shall constitute the vote of the appraiser(s) and shall be binding on both of 
the parties hereto, and that shall be the monthly rent for the applicable option period. 

(e) Tenant and Landlord shall each pay for the costs and expenses of 
the appraisers appointed by them, and they shall split, 50/50, the costs and expenses of 
the Third Appraiser. 

4. Rent.

4.1. General. Tenant must cause payment of rent and other charges, as 
adjusted from time to time, to be received by Landlord in lawful money of the United 
States, without offset or deduction and without demand, on or before the first day of each 
month during each month of the term of this Lease. Rent and other charges for any period 
which is for less than a full calendar month shall be prorated based upon the number of 
days in the applicable month. Payment of rent and other charges will be made to Landlord 
at its address stated in this Lease or to any other people or at any other addresses that 
Landlord may from time to time designate in writing to Tenant. 

4.2. Percentage Rent. In addition to Base Rent, Tenant must pay 
Landlord Percentage Rent, calculated as follows: 

(a) Annual gross sales (amount received by Tenant and its related parties for all goods 
sold and services rendered from the premises during the year) less Two Hundred 
Thousand Dollars ($200,000) 

(b) MINUS 

Sales tax and returns 
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(c) TIMES 

[x] Percent ([x]%) 

(d) MINUS 

Base Rent 

(f) EQUALS  Percentage Rent 

If components (a) through (c) of the above calculation do not exceed the 
Base Rent, no Percentage Rent is Payable. 

Percentage Rent is due on January 10 of each calendar year during of the 
term of this Lease for the preceding year. A final Percentage Rent payment is due on the 
10th day of the month following expiration or termination of this Lease. For purposes of 
determining Percentage Rent, Tenant agrees to keep adequate books that show all sales 
and charges by Tenant and any other people conducting any business upon or from the 
Premises. On January 10 of each calendar year of the term of this Lease, Tenant must 
submit to Landlord a written statement signed by Tenant and certified by it to be true and 
correct, showing in reasonably accurate detail the amount of gross sales during the 
preceding year. The statements must be in any form and style and contain any details 
that Landlord reasonably requires. If the first or last year of the term of this Lease is not 
a full calendar year, the Percentage Rent, the Base Rent, and the Two Hundred Thousand 
Dollars ($200,000.00) will be prorated based upon the number of days in the applicable 
year. 

4.3  Automatic Bank Draft.  Instead of paying the rent and other charges by check 
or cash, Landlord shall have the right to withdraw the amount due from Tenant’s bank 
account by automatic bank draft on or after the date that such payment is due.  Tenant 
agrees to provide Landlord any information necessary to set up such  payments, and to 
sign any authorizations needed to authorize Tenant’s bank to permit such payments. 

5. Security Deposit. Tenant must deposit with Landlord upon signing of this Lease 
the security deposit stated in paragraph 1.5 as security for Tenant’s faithful performance 
of Tenant’s obligations under this Lease. If Tenant is in default hereunder beyond any 
applicable notice, cure or grace periods, Landlord may, but without obligation to do so, 
use all or any portion of the security deposit to cure the default or to compensate Landlord 
for all damages sustained by Landlord in connection therewith.  Tenant shall, immediately 
on demand, pay to Landlord a sum equal to the portion of the security deposit so applied 
or used to replenish the amount of the security deposit held to increase such deposit to 
the amount required by this Lease.  At the expiration or earlier termination of this Lease 
Landlord shall return the security deposit to Tenant, less such amounts as are reasonably 
necessary, as determined by Landlord, to remedy Tenant's default(s) hereunder or to 
otherwise restore the Premises to a clean and safe condition, reasonable wear and tear 
excepted.  If the cost to restore the Premises exceeds the amount of the security deposit, 
Tenant shall promptly deliver to Landlord any and all of such excess sums.  Landlord shall 
not be required to segregate the security deposit from other funds, and, unless required 
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by law, interest shall not be paid on the security deposit.  Tenant shall not have any use 
of, or right of offset against, the security deposit.  Tenant hereby waives (i) California Civil 
Code Section 1950.7 (or any successor law) and any and all other laws, rules and 
regulations applicable to security deposits in the commercial context, and (ii) any and all 
rights, duties and obligations either party may now or, in the future, will have relating to 
or arising from the security deposit laws.  Notwithstanding anything to the contrary 
contained herein, the security deposit may be retained and applied by Landlord (a) to 
offset Rent which is unpaid either before or after termination of this Lease, and (b) against 
other damages suffered by Landlord before or after termination of this Lease. 

6. Use. 

6.1 Use. Tenant may use and occupy the Premises only for the purposes 
described in paragraph 1.6 and for no other purpose whatsoever. Tenant may not use or 
permit the use of the Premises in a manner that creates waste or a nuisance, or that 
disturbs owners and/or occupants of, or causes damage to, neighboring premises or 
properties. Tenant covenants and agrees that it will continuously and uninterruptedly 
throughout the term of this Lease (i) operate and conduct a lawful business at the 
Premises during the usual business hours of each and every business day that is 
customary for businesses of like character in the city in which the Premises are located, 
and (ii) staff the Premises with sufficient sales personnel, stock the Premises with 
adequate merchandise, and exercise sound business practices, due diligence and 
efficiency so as to maximize gross sales from the Premises. 

6.2 Hazardous Materials.  Tenant shall not (either with or without 
negligence) cause or permit the escape, disposal or release of any biological or chemical 
hazardous or toxic substances (collectively, "Hazardous Materials") on or under the 
Premises.  Tenant shall not allow the storage or use of Hazardous Materials in any 
manner not sanctioned by law or by the highest standards prevailing in the industry for 
the storage and use of such materials, and Tenant shall not bring or allow to be brought 
into the Premises any such Hazardous Materials, except such Hazardous Materials as 
are approved of in writing by Landlord.  Landlord's approval shall not be required for 
ordinary cleaning products that are not regulated by governmental authorities and are 
used in the ordinary course of Tenant's business. Tenant shall indemnify, protect, defend 
and hold Landlord, its constituent partners, shareholders, officers, directors, members, 
employees, and agents free and harmless from and against any and all damages, 
liabilities, judgments, costs, claims, liens, expenses, penalties, permits and attorneys and 
consultants fees arising out of or involving any Hazardous Material or storage tank 
brought onto the Premises by or for Tenant or under Tenant's control.  No termination, 
cancellation or release agreement entered into by Landlord and Tenant shall release 
Tenant from its obligations under this Lease with respect to Hazardous Materials or 
storage tanks, unless specifically so agreed by Landlord in writing at the time of such 
agreement.  Landlord shall indemnify, protect, defend and hold Tenant, its constituent 
partners, shareholders, officers, directors, employees, and agents free and harmless from 
and against any and all damages, liabilities, judgments, costs, claims, liens, expenses, 
penalties, permits and attorneys and consultants fees arising out of or involving any 
Hazardous Material or storage tank brought onto the Premises by Landlord.  No 
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termination, cancellation or release agreement entered into by Tenant and Landlord shall 
release Landlord from its obligations under this Lease with respect to Hazardous 
Materials or storage tanks, unless specifically so agreed by Tenant in writing at the time 
of such agreement. 

6.3 Tenant’s Compliance with Law.  

(a) Tenant must, at Tenant’s sole cost and expense, fully, diligently and 
in a timely manner, comply with all “Applicable Law,” which term is used in this Lease to 
include all federal, state and local statutes, laws, rules, regulations, ordinances, directives 
(including the Americans with Disabilities Act and its Standards and Regulations as they 
may change from time to time), covenants, easements and restrictions of record, permits, 
the requirements of any applicable fire insurance underwriter or rating bureau relating in 
any manner to the Premises (including but not limited to matters pertaining to (i) industrial 
hygiene, (ii) environmental conditions on, in, under or about the Premises, including soil 
and groundwater conditions, and (iii) the use, generation, manufacture, production, 
installation, maintenance, removal, transportation, storage, spill or release of any 
Hazardous Materials or storage tank), now in effect or which may in the future come into 
effect. 

(b)  Tenant acknowledges that the Premises may be subject to certain 
covenants, conditions restrictions, and easements (collectively “CC&Rs”). Tenant shall 
not engage in any activity that would violate the provisions of any CC&Rs and Tenant 
shall defend, indemnify and hold Landlord free and harmless from and against any and 
all claims, costs, losses or damages of any nature arising out of or in connection with a 
claimed breach by Tenant of any covenant, term, condition or provision of the CC&Rs.  If 
any CC&Rs require Landlord or Tenant to comply with certain insurance requirements, 
then Tenant shall comply with such provisions on Landlord’s behalf as well as Tenant’s 
behalf.  If any CC&Rs require Landlord or Tenant to reimburse any expenses pertaining 
to common area maintenance or repairs, then Tenant shall be responsible for such 
reimbursement 

6.4 Inspection; Compliance. Landlord and Landlord’s lenders will have 
the right to enter the Premises at any time in the case of an emergency, and otherwise at 
reasonable times, for the purpose of inspecting the condition of the Premises and for 
verifying compliance by Tenant with this Lease and all Applicable Laws, and to employ 
experts and/or consultants in connection with these purposes and/or to advise Landlord 
with respect to Tenant’s activities, including but not limited to the installation, operation, 
use monitoring, maintenance, or removal of any Hazardous Materials or storage tank on 
or from the Premises. 

7. Maintenance; Repairs; and Alterations. 

7.1 Tenant’s Obligations. Subject to the provisions of this Lease 
dealing with damage, destruction, and condemnation, Tenant must, at Tenant’s sole cost 
and expense and at all times, keep the Premises and every part of them in good order, 
condition and repair, structural and non-structural (whether or not the portion of the 
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Premises requiring repairs, or the means of repairing the same, are reasonably or readily 
accessible to Tenant, and whether or not the need for the repairs occurs as a result of 
Tenant’s use, any prior use, the elements or the age of the portion of the Premises), 
including, without limiting the generality of the foregoing, all equipment or facilities serving 
the Premises, such as plumbing, heating, air conditioning, ventilating, electrical, lighting 
facilities, boilers, fired or unfired pressure vessels, fire sprinkler and/or standpipe and 
hose or other automatic fire extinguishing system, including fire alarm and/or smoke 
detection systems and equipment, fire hydrants, fixtures, walls (interior and exterior), 
foundations, ceilings, roofs, floors, windows, doors, plate glass, skylights landscaping, 
driveways, parking lots, fences, retaining walls, water retention & treatment facilities, 
signs, sidewalks and parkways located in, on, about, or adjacent to the Premises. 
Tenant’s obligations will include restorations, replacements or renewals when necessary 
to keep the Premises and all improvements on them in good order, condition and state of 
repair. Landlord may require Tenant to repaint the exterior of the buildings on the 
Premises as reasonably required. 

7.2 Landlord’s Obligations. Subject to the provisions of this Lease 
dealing with damage, destruction, and condemnation, it is intended by the parties to this 
Lease that Landlord have no obligation, in any manner whatsoever, to repair or maintain 
the Premises, the improvements located on them, or the equipment in them, whether 
structural or non-structural, all of which obligations are intended to be that of the Tenant 
under paragraph 7.1. Tenant expressly waives the benefit of any statute now or in the 
future in effect to the extent it is inconsistent with the terms of this Lease with respect to, 
or which affords Tenant the right to make repairs at the expense of Landlord or to 
terminate this Lease by reason of any needed repairs. 

7.3 Alterations.  Tenant may make alterations or improvements in, on, 
under, or about the exterior of the Premises with Landlord's prior written consent, which 
consent shall not be unreasonably withheld. Tenant may make alterations or 
improvements in, on, under, or about the interior of the Premises without Landlord's prior 
written consent.   Any alterations or improvements that Tenant shall desire to make shall 
be deemed conditioned upon: (i) Tenant's acquiring all applicable permits required by 
governmental authorities, (ii) the furnishing of copies of such permits together with a copy 
of the plans and specifications for the alterations or improvements to Landlord before 
commencement of the work thereon, and (iii) the compliance by Tenant with all conditions 
of said permits in a prompt and expeditious manner. Any alterations or improvements by 
Tenant during the term of this Lease shall be done in a good and workmanlike manner, 
with good and sufficient materials, and in compliance with all Applicable Law. Tenant shall 
pay, when due, all claims for labor or materials furnished or alleged to have been 
furnished to or for Tenant at or for use on the Premises, which claims are or may be 
secured by any mechanics, or materialmen's lien against the Premises or any interest 
therein. Tenant shall give Landlord not less than 10 days’ notice before the 
commencement of any work in, on or about the Premises, and Landlord shall have the 
right to post notices of non-responsibility in or on the Premises as provided by law. If 
Tenant shall, in good faith, contest the validity of any such lien, claim or demand, then 
Tenant shall, at its sole expense defend and protect itself, Landlord and the Premises 
against the same and shall pay and satisfy any such adverse judgment that may be 
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rendered thereon before the enforcement thereof against the Landlord or the Premises. 
If Landlord wishes to sell or encumber the Premises during the pendency of any such 
contest, Tenant shall furnish to Landlord a surety bond satisfactory to Landlord in an 
amount equal to one and one half times the amount of such contested lien claim or 
demand, indemnifying Landlord against liability for the same, as required by law for the 
holding of the Premises free from the effect of such lien or claim. At the expiration or 
earlier termination of this Lease, all alterations or improvements except for Tenant’s 
furniture, fixtures, equipment, and signage shall become the property of Landlord and 
shall remain upon and be surrendered by Tenant to Landlord. 

 7.4 Ownership. During the term of this Lease, any building constructed 
by Tenant at the Premises shall be owned by Tenant and may be depreciated by Tenant.  
At the expiration or earlier termination of this Lease, all permanent improvements 
constructed by Tenant at the Premises shall be become the property of Landlord and 
shall remain upon and be surrendered by Tenant to Landlord. 

7.4 Initial Construction.  

Landlord and Tenant acknowledge that as of the signing of this Lease, 
the Premises consist of vacant land, and a building must be constructed to 
accommodate Tenant’s intended use. Tenant will comply with the provisions of 
section 7.3 of this Lease with reference to the construction. Tenant will begin 
construction of the restaurant as soon as permits for the same are available, and 
diligently prosecute the construction/remodeling to completion and the initial 
opening of the restaurant, all at Tenants sole cost and expense. Before the 
beginning of construction, Tenant must provide Landlord with reasonable 
verification that Tenant has sufficient funds available to cover the cost of 
construction (including fixturization) of the restaurant. 

8. Insurance; Indemnity. 

8.1 Liability Insurance. 

(a) Carried by Tenant. At all times during the term of this Lease Tenant 
shall, at Tenant's sole cost and expense, procure and maintain in full force and effect 
broad form commercial general liability insurance protecting against claims for bodily 
injury, personal injury, death, and property damage arising out of the ownership, use, 
occupancy, and maintenance of the Premises. This insurance must contain a limit of 
liability of not less than $2,000,000 per occurrence and $4,000,000 in the aggregate, by 
any combination of liability or umbrella policies.  The deductible on this insurance shall 
be not more than $5,000, and Tenant shall be responsible for any deductible.  This 
insurance must on an occurrence basis and contain a “separation of insureds” clause (or 
equivalent), a “cross-liability” endorsements, and standard contractual liability provisions 
covering Tenant’s indemnity obligations under this Lease.  Landlord and any lender 
identified by Landlord in writing shall be named as an additional insureds on this 
insurance.  No more often than once every ten years during the term of this Lease, 
Landlord may require Tenant to increase the limits of liability on this insurance to an 
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amount that is consistent with the prudent but reasonable insurance requirements for 
commercial leased properties in Southern California. 

(b) Carried By Landlord. Landlord may, at its option, maintain liability 
insurance, in addition to, and not in lieu of, the insurance required to be maintained by 
Tenant. Tenant will not be named as an additional insured in it, and the maintenance of 
the insurance by Landlord will not relieve Tenant of its obligations under this paragraph. 

8.2 Property Insurance -- Building, Improvements and Rental Value.  
At all times during the term of this Lease Tenant shall, at Tenant's sole cost and expense, 
procure and maintain in full force and effect so called special form property insurance 
(commonly referred to as “all risk” or “special perils” coverage) in an amount equal to the 
full replacement cost of all improvements existing at the Premises, without deduction for 
depreciation.  This insurance must be on an agreed amount basis for the full replacement 
cost of the improvements, and not on a co-insurance basis.  This insurance must include 
coverage for any code required upgrades, fire, lightning, sprinkler leakage, vandalism, 
theft, malicious mischief and special extended perils (all risk).  The policy must include 
business interruption coverage that will cover all rent due Landlord and property taxes for 
at least 12 months, debris removal, flood (if the Premises is located in a an area subject 
to flooding as shown by the national flood control maps), earthquake (if required by 
Landlord’s lender), and such other insurance coverage as Landlord or its lender may 
reasonably require. The deductible on this insurance shall be not more than $5,000, and 
Tenant shall be responsible for any deductible.  Landlord, and any lender identified by 
Landlord in writing must be names as loss payees on such insurance.  Unless the parties 
otherwise agree in writing, the proceeds of any insurance must be used to reconstruct the 
improvements at the Premises, and Landlord may require that such proceeds be 
deposited with Landlord or into an escrow or builder’s control to insure that the proceeds 
are available to pay for the costs of reconstruction.  

8.3 Tenant’s Property Insurance. Tenant must maintain insurance 
coverage on all of Tenant’s personal property in, on, or about the Premises similar in 
coverage to that carried by Tenant under paragraph 8.2. This insurance will be full 
replacement cost coverage with a deductible of not to exceed $1,000 per occurrence. The 
proceeds from any such insurance will be used by Tenant for the replacement of personal 
property. 

8.4 Waiver of Subrogation. All policies of insurance required under this 
Lease must include a clause or endorsement denying the insurer any rights of 
subrogation against the other party. Landlord and Tenant waive any rights of recovery 
against the other for injury or loss due to hazards covered by policies of to the extent 
covered by such policies. 

8.5 Insurance Policies. Insurance required under this Lease must be 
by companies properly licensed or approved to transact business in the state where the 
Premises are located, and maintaining during the policy term a “General Policyholders 
Rating” of at least B++X, or any other rating that may be required by any lenders having 
a lien on the Premises, as stated in the most current issue of “Best’s Insurance Guide.” 
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Tenant may not do or permit to be done anything which will invalidate the insurance 
policies referred to in this Lease. Tenant must cause to be delivered to Landlord certified 
copies of policies of any insurance or certificates and endorsements evidencing the 
existence and amounts of the insurance with the insureds and loss payable clauses as 
required by this Lease. Any certificate of insurance must indicate that a waiver of 
subrogation has been included in the policy. All insurance policies required by this Lease 
must contain an endorsement or provisions affording an unqualified 30 days’ notice of 
cancellation to the additional insured in the event of a cancellation, non-renewal or 
material reduction in coverage, and 10 days’ notice of cancellation for non-payment of 
premium. Within 10 days of written request Tenant shall provide certificates of insurance 
and endorsements, or copies of the complete insurance policies, evidencing the existence 
of the insurance coverages required by this Lease. If Tenant fails to secure and maintain 
any required insurance, Landlord shall have the right (without any obligation to do so, 
however) to secure same in which event the Tenant shall pay the costs thereof and furnish 
upon demand all information that may be required in connection therewith. Nothing 
contained herein shall reduce Tenant’s Indemnity obligations under this Lease. 

8.6 Indemnity. Except for losses covered by insurance, Landlord and 
Tenant shall each indemnify, defend and hold harmless the other against and from any 
and all claims, damages, actions, loss, cost and expense (including but not limited to 
attorneys’ fees) resulting directly or indirectly from their own respective negligent acts or 
omissions or the negligent acts or omissions of their respective employees or agents 
(acting within the scope of their employment or agency).  Landlord and Tenant need not 
have first paid any such claim in order to be so indemnified. 

9. Damage or Destruction.  If the Premises are damaged or destroyed, whether 
partially or totally, and whether or not the damage or destruction was caused by an event 
required to be covered by insurance, this Lease shall continue in full force and effect. 
Tenant shall give Landlord immediate notice of any such damage or destruction. Tenant's 
obligations to pay rent and other charges due under this Lease shall continue 
notwithstanding any damage or destruction of the Premises.  The Tenant shall further 
repair or replace the Premises in a timely manner. Notwithstanding the generality of the 
foregoing provisions, in the event of a partial or total destruction of the Premises during 
the last two (2) years of the initial term or during any option period, Tenant shall have the 
option to terminate this Lease upon giving written notice to Landlord within one hundred 
twenty (120) days after the damage destruction, in which case Tenant shall assign to 
Landlord the proceeds of any insurance proceeds available to Tenant to repair the 
damage to the Premises. 

10. Property Taxes. 

10.1 (a) Payment of Taxes. Tenant must pay all property taxes 
applicable to the Premises during the term of this Lease. If any such taxes to be paid by 
Tenant cover any period of time before or after the term of this Lease, Tenant’s share of 
the taxes will be prorated to cover only the period of time within the tax fiscal year this 
Lease is in effect, and Landlord will reimburse Tenant for any overpayment after the 
proration. If Tenant fails to pay any property taxes required by this Lease to be paid by 
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Tenant, Landlord will have the right to pay the same, and Tenant must reimburse Landlord 
for it upon demand. 

(b) Advance Payment. Landlord reserves the right, at Landlord’s 
option, to either: (i) require the current year’s property taxes to be paid in a lump sum 
amount equal to the installment due, at least twenty (20) days before the applicable 
delinquency date, in which case Landlord will provide Tenant copies (or the originals) of 
any bills for property taxes so as to enable Tenant to comply with its obligations under 
this Lease and Tenant must promptly furnish Landlord with satisfactory evidence that the 
taxes have been paid; or (ii) estimate the current property taxes applicable to the 
Premises, and to require the current year’s property taxes to be paid in 1/12 per month 
together with the payment of the rent. When the actual amount of the applicable tax bill 
is known, the amount of the equal monthly advance payment will be adjusted as required 
to provide the fund needed to pay the applicable taxes before delinquency. 

10.2 Definition of Property Taxes. As used in this Lease, the term 
property taxes includes any form of general or special assessment, ad valorem tax, 
business tax, business license fee, gross receipts tax, or other imposition (other than 
personal income, inheritance, or estate taxes), imposed by any authority having the direct 
or indirect power to tax or assess the Premises, Landlord’s interest in the Premises, or 
the rents generated by the Premises. 

10.3 Personal Property Taxes. Tenant will pay before delinquency, any 
tax on Tenant’s trade fixtures, furnishings, equipment and all personal property of Tenant 
contained in the Premises or elsewhere. When possible, Tenant will cause its trade 
fixtures, furnishings, equipment and all other personal property to be assessed and billed 
separately from the real property of Landlord.  

11. Utilities. Tenant will be solely responsible for procuring and paying for any and all 
utility services which Tenant may require in its use and operation of the Premises 
including, but not limited to electricity, natural gas, oil, water, heat, light, trash disposal 
and telephone/internet service. Tenant will also be responsible for any hook-ups or other 
installations required to obtain any of the utility services. 

12. Assignment and Subletting. 

12.1 Landlord’s Consent Required. 

(a) Tenant may not voluntarily or by operation of law assign or transfer 
(collectively, “assignment”) or sublet all or any part of Tenant’s interest in this Lease or in 
the Premises without Landlord’s prior written consent, which consent may not be 
unreasonable withheld, conditioned, or delayed. 

12.2 Terms and Conditions Applicable to Assignment and 
Subletting.  

(a) Regardless of Landlord’s consent, no assignment or subletting will: 
(i) be effective without the express written assumption by the assignee or sublessee of 
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the obligations of Tenant under this Lease, (ii) release Tenant of any obligations under 
this Lease, or (iii) alter the primary liability of Tenant for the payment of rent and other 
sums due Landlord under this Lease or for the performance of any other obligations to be 
performed by Tenant under this Lease. 

(b) Landlord may accept any rent or performance of Tenant’s obligations 
from any person other than Tenant pending approval or disapproval of an assignment or 
subletting. Neither a delay in the approval or disapproval, nor the acceptance of any rent 
or performance, will constitute a waiver or estoppel of Landlord’s right to exercise its 
remedies for the default or breach by Tenant of any of the terms, covenants or conditions 
of this Lease. 

(c) The consent of Landlord to any assignment or subletting will not 
constitute a consent to any subsequent assignment or subletting by Tenant or to any 
subsequent or successive assignment or subletting by the sublessee.  

(d) Each request for consent to an assignment or subletting will be in 
writing, and Tenant will provide Landlord any information (including tax returns and 
financial statements of the proposed assignee or sublessee) reasonably requested by 
Landlord to evaluate the financial and operational responsibility and appropriateness of 
the proposed assignee or sublessee, together with a non-refundable deposit of $250 as 
reasonable consideration for Landlord’s considering and processing the request for 
consent.  

(e) Any assignee or sublessee will be considered to have assumed and 
agreed to conform and comply with each and every term, covenant, condition and 
obligation to be observed or performed by Tenant during the term of this Lease, other 
than any obligations as to which Landlord has specifically consented in writing.  

12.3 Leasehold Mortgage.  

(a) Tenant may mortgage, encumber, or convey its leasehold estate 
under this Lease to a lender as security for the repayment of a loan. The term “lender” as 
used in this Lease will mean any beneficiary, mortgagee, secured party, or other holder 
of a promissory note or other written obligation which is secured by any deed of trust, 
mortgage or other written security agreement (“Leasehold Mortgage”). 

(b) With respect to any lender who has delivered to Landlord a written 
notice which states the name, address and a general description of the type of lien it holds 
on the leasehold estate, the following provisions will apply:  

(i) Landlord when giving notice to Tenant with respect to any 
default or termination under the provisions of this Lease must also serve a copy of the 
notice upon any lender, and no such notice to Tenant will be effective unless and until a 
copy of the notice is so served upon lender. All acts or things done and performed by 
lender to cure any default will be accepted by Landlord and be as effective to cure any 
default as if done or performed by Tenant. 
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(ii) Lender may acquire and succeed to the interest of Tenant 
under this Lease by foreclosure of the Leasehold Mortgage or by deed in lieu of 
foreclosure and may assign the leasehold estate to a purchaser from lender. However, 
any person acquiring the leasehold estate must sign an agreement assuming Tenant’s 
obligations under this Lease. Upon signing of an assumption agreement by any person 
acquiring the leasehold estate from lender, lender must thereupon be released from any 
further liability under the Lease.  

(iii) In the event of a default by Tenant in the payment of rent or 
other sum, lender may pay the rent or other sum to Landlord; and notwithstanding 
anything in this Lease to the contrary, lender’s right to prevent the termination or forfeiture 
will exist for a period of thirty (30) days after expiration of the period during which Tenant 
may cure a default in payment of rent.  

13. Default; Breach; Remedies. 

13.1 Default. Landlord and Tenant agree that if an attorney is consulted 
by Landlord in connection with a Tenant default or breach of this Lease, $350 is a 
reasonable sum per such occurrence for legal services and costs in the preparation and 
service of notice of default or breach, and Landlord may include the sum of $350.00 in 
the notice as rent due and payable to cure the default. A breach or default is defined as 
a failure by the Tenant to observe, comply with or perform any of the terms, covenants, 
conditions or rules applicable to Tenant under this Lease, or the occurrence of any one 
or more of the following events: 

(a) The vacating of the Premises without the intention to reoccupy same, 
or the abandonment of the Premises. 

(b) Except as expressly otherwise provided in this Lease, the failure by 
Tenant to make any payment of rent or any other monetary payment required to be made 
by Tenant under this Lease, whether to Landlord or to a third party, as and when due, 
where the failure continues for a period of 3 days following written notice by or on behalf 
of Landlord to Tenant. Any notice given pursuant to the foregoing provision may also 
serve as the notice required by Section 1161 of the California Code of Civil Procedure. 

(c) A failure by Tenant to comply with any of the terms, covenants, 
conditions or provisions of this Lease that are to be observed, complied with or performed 
by Tenant, other than those described in subparagraphs (a) or (b), above, where the 
default continues for a period of 30 days after written notice by or on behalf of Landlord 
to Tenant. However, if the nature of Tenant’s default is such that more than 30 days are 
reasonably required for its cure, then it will not be considered to be a breach of this Lease 
by Tenant if Tenant begins the cure within the 30 day period and thereafter diligently 
prosecutes the cure to completion.  Any notice given pursuant to the foregoing provision 
may also serve as the notice required by Section 1161 of the California Code of Civil 
Procedure. 
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(d) The occurrence of any of the following events: (i) The making by 
lessee of any general arrangement or assignment for the benefit of creditors; (ii) Tenant’s 
becoming a “debtor” as defined in 11 U.S.C. § 101 or any successor statute to it (unless, 
in the case of a petition filed against Tenant, the same is dismissed within sixty (60) days); 
(iii) the appointment of a trustee or receiver to take possession of substantially all of 
Tenant’s assets located at the Premises or of Tenant’s interest in this Lease, where 
possession is not restored to Tenant within 30 days. However, if any provision of this 
subparagraph (d) is contrary to any Applicable Law, the provision will be of no force or 
effect and will not affect the validity of the remaining provisions.  

(e) The discovery by Landlord that any financial statement given to 
Landlord by Tenant or any Guarantor was materially false when given. 

(f) Termination, for any reason of the FARMER BOYS® Franchise 
Agreement for the Restaurant to be operated in the Premises.  

13.2 Remedies. If Tenant fails to perform any obligation under this Lease 
Landlord may at its option (but without obligation to do so), perform the obligation on 
Tenant’s behalf, including but not limited to the obtaining of reasonably required bonds, 
insurance policies, or governmental licenses, permits or approvals. The costs and 
expenses of any such performance by Landlord will be due and payable by Tenant to 
Landlord upon invoice. If any check given to Landlord by Tenant is not honored by the 
bank upon which it is drawn, Landlord, at its option, may require all future payments to be 
made under this Lease by Tenant to be made only by cashier’s check. If of a default under 
this Lease by Tenant, and without limiting Landlord in the exercise of any right or remedy 
which Landlord may have by reason of the default, Landlord may: 

(a) Terminate Tenant’s right to possession of the Premises by any lawful 
means, in which case this Lease and the term of this Lease will terminate and Tenant will 
immediately surrender possession of the Premises to Landlord. In that event, Landlord 
will be entitled to receive from Tenant: (i) the worth at the time of the award of the unpaid 
rent which had been earned at the time of termination; (ii) the worth at the time of award 
of the amount by which the unpaid rent which termination until the time of award exceeds 
the amount of any rental loss that the Tenant proves could have been reasonably avoided; 
(iii) the worth at the time of award of the amount by which the unpaid rent for the balance 
of the term after the time of award exceeds the amount of any rental loss that the Tenant 
proves could be reasonably avoided, and (iv) any other amount necessary to compensate 
Landlord for all the detriment proximately caused by the Tenant’s failure to perform its 
obligations under this Lease or which in the ordinary course of things would be likely to 
result from it, including but not limited to the cost of recovering possession of the 
Premises, expenses of reletting, including necessary renovation and alteration of the 
Premises, reasonable attorney fees, and that portion of any leasing commission paid by 
Landlord applicable to the unexpired term of this Lease. The worth at the time of award 
of the amount referred to in provision (iii) of the prior sentence will be computed by 
discounting the amount at the discount rate of the Federal Reserve Bank of San Francisco 
at the time of award plus 1%. Efforts by Landlord to mitigate damages caused by Tenant’s 
default or breach of this Lease will not waive Landlord’s right to recover damages under 
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this paragraph. If termination of this Lease is obtained through the provisional remedy of 
unlawful detainer, Landlord will have the right to recover in the proceeding the unpaid rent 
and damages that are recoverable in it, and Landlord will also have the right to recover 
additional rent or damages in a separate suit for the rent and/or damages.  

(b) Continue the Lease and Tenant’s right to possession in effect (in 
California under California Civil Code Section 1951.4) after Tenant’s breach and 
abandonment and recover the rent as it becomes due. 

(c) Pursue any other remedy now or hereafter available to Landlord 
under the laws or judicial decisions of the state wherein the Premises are located. 

(d) The expiration or termination of this Lease and/or the termination of 
Tenant’s right to possession will not relieve Tenant from liability under any indemnity 
provisions of this Lease as to matters occurring or accruing during the term of this Lease 
or by reason of Tenant’s occupancy of the Premises. 

13.3 Late Charges. If any installment of rent or any other sum due from 
Tenant is not received by Landlord within 5 days after the amount is due, then, without 
any requirement for notice to Tenant, Tenant must pay Landlord a late charge equal to 
6% of the overdue amount. Acceptance of the late charge by Landlord will in no event 
constitute a waiver of Tenant’s default or breach with respect to the overdue amount, nor 
prevent Landlord from exercising any of the other rights and remedies granted under this 
Lease. If a late charge is payable under this Lease, whether or not collected, for three 
consecutive installments of rent, then notwithstanding any other provision of this Lease 
to the contrary, rent must, at Landlord’s option, become due and payable quarterly in 
advance. 

13.4 Breach by Landlord. Landlord will not be considered in breach of 
this Lease unless Landlord fails within a reasonable time to perform an obligation required 
to be performed by Landlord. For purposes of this paragraph, a reasonable time will in no 
event be less than 30 days after receipt by Landlord, and by any lenders whose names 
and addresses have been furnished by Tenant in writing for that purpose, of written notice 
specifying what obligation of Landlord has not been performed. However, if the nature of 
Landlord’s obligation is such that more than 30 days after the notice are reasonably 
required for its performance, then Landlord will not be in breach of this Lease if 
performance is begun within the 30 day period and thereafter diligently pursued to 
completion. 

14. Condemnation. If all or any part of the Premises or any interest therein is taken 
by condemnation, or is sold to the condemning authority under threat of condemnation 
(collectively a "taking"), the rights and obligations of Landlord and Tenant shall be 
determined pursuant to this section of this Lease, and the parties hereby waive the 
provisions of California Code of Civil Procedure Section 1265.130.  If the whole of the 
Premises is taken as a result of a condemnation, this Lease shall terminate as of the date 
the condemning authority takes possession of the Premises.  If a portion of the Premises 
are taken as a result of a condemnation and the remaining portion would not, in the 
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reasonable judgment of Tenant, be adequate for the continued operation of Tenant's 
business, then Tenant shall have the right to terminate this Lease, by written notice to 
Landlord, no later than 90 days after the date the condemning authority takes possession 
of the Premises. Landlord and Tenant may each pursue any condemnation award to 
which it is entitled by applicable law, provided, however: (i) in no event shall Tenant be 
entitled to any so called lease bonus value or leasehold estate value, or severance 
damages; (ii) in no event may Tenant pursue an award  that will have the effect of 
reducing any award to Landlord for Landlord’s interest in the property or improvements 
pertaining to the realty; and (iii) in no event will there be an abatement of the rent called 
for in this Lease. 

If a portion of the Premises is taken under the power of eminent domain, 
and the Tenant in the exercise of reasonable judgment determines that the remaining 
portion of said Premises would not be adequate for the continuation of Tenant's business, 
and if Landlord does not agree with Tenant's determination, then Landlord and Tenant 
shall promptly proceed to have the matter arbitrated in accordance with the Commercial 
Arbitration Rules of the American Arbitration Association and such determination shall be 
final and binding upon the parties hereto. 

15. Brokers. 

Tenant and Landlord each represent and warrant to the other that it has had no 
dealings with any person, firm, broker or finder in the negotiation of this Lease and/or the 
consummation of the transaction contemplated hereby, and that no broker or other 
person, firm or entity other than the named Brokers is entitled to any commission or 
finder’s fee in the transaction. Tenant and Landlord do each hereby agree to indemnify, 
protect, defend and hold the other harmless from and against liability for compensation 
or charges which may be claimed by any such unnamed broker, finder or other similar 
party by reason of any dealings or actions of the indemnifying party, including any costs, 
expenses, attorney fees reasonably incurred with respect to them. 

16. Tenancy Statement. 

16.1 Tenant will, within 10 days after written notice from Landlord, sign, 
acknowledge and deliver to Landlord a statement in writing certifying: (i) that none of the 
terms or provisions of this Lease have been changed (or if they have been changed, 
stating how they have been changed); (ii) that this Lease has not been canceled or 
terminated; (iii) that the last date of payment of the rent and other charges and the time 
period covered by the payments; (iv) that Landlord is not in default under this Lease (or, 
if Landlord is claimed to be in default, stating why), and (v) any other information that may 
be reasonably requested by Landlord relative to this Lease. Any such statement by 
Tenant may be given by Landlord to any prospective purchaser or encumbrancer of the 
Premises and the purchaser or encumbrancer may rely conclusively upon the statement 
as true and correct. 

16.2 If Tenant does not deliver the statement to Landlord within the 10 
day period, in addition to the remedies of Landlord under paragraph 13.1, Landlord, and 
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any prospective purchaser or encumbrancer, may conclusively presume and rely upon 
the following facts: (i) that the terms and conditions of this Lease have not been changed 
except as otherwise represented by Landlord; (ii) that this Lease has not been canceled 
or terminated except as otherwise represented by Landlord; (iii) that not more than one 
month’s rent or other charges have been paid in advance; and (iv) that Landlord is not in 
default under the Lease. In that event, Tenant will be estopped from denying the truth of 
the facts. 

16.3 If Landlord wishes to finance, refinance, or sell the Premises, any 
part of them, or the building of which the Premises are a part, Tenant will deliver to any 
potential lender or purchaser designated by Landlord any financial statements of Tenant 
that may be reasonably required by the lender or purchaser, including but not limited to 
Tenant’s financial statements for the past three (3) years. All the financial statements will 
be received by Landlord and such lender or purchaser in confidence and will be used only 
for the purposes in this Lease stated. 

17. Landlord’s Liability. The term “Landlord” as used in this Lease will mean the 
owner or owners at the time in question of the fee title to the Premises. Upon a transfer 
of Landlord’s fee title or interest in the Premises, Landlord will deliver to the transferee or 
assignee (in cash or by credit) any unused security deposit held by Landlord at the time 
of the transfer or assignment. Upon the transfer or assignment and delivery of the security 
deposit, the prior Landlord will be relieved of all liability with respect to the obligations 
and/or covenants under this Lease thereafter to be performed by the Landlord, and the 
transferee of Landlord will be considered to have assumed all of the obligations under 
this Lease to be performed by Landlord from and after the date of the transfer. 

18. Severability. The invalidity of any provision of this Lease, determined by a court 
of competent jurisdiction, will in no way affect the validity of any other provision of this 
Lease. 

19. Interest on Past-Due Obligations. Any monetary payment due Landlord under 
this Lease, other than late charges, not received by Landlord within 30 days following the 
date on which it was due, will bear interest from the date it was due at the rate of 10% per 
year. 

20. Time of Essence. Time is of the essence with respect to the performance of all 
obligations to be performed or observed by the parties under this Lease. 

21. Rent Defined. All monetary obligations of Tenant to Landlord under the terms of 
this Lease are considered to be rent. 

22. No Prior or Other Leases. This Lease contains all agreements between the 
parties with respect to any matter mentioned in this Lease and no other prior or 
contemporaneous agreement or understanding will be effective. 

23. Notices. Any notice or demand which either party would like to give to the other 
under the provisions of this Lease will be in writing and either personally delivered, or sent 
by first class or certified mail or overnight courier, to the parties at the addresses stated 
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above. Either party may change its address for notice by giving notice in the manner 
stated above. 

24. Waivers. No waiver by Landlord of the default or breach of any term, covenant or 
condition of this Lease by Tenant, will be considered a waiver of any other term, covenant 
or condition of this Lease, or of any subsequent default or breach by Tenant of the same 
or of any other term, covenant or condition of this Lease. Landlord’s consent to, or 
approval of, any act will not be considered to render unnecessary the obtaining of 
Landlord’s consent to, or approval of, any subsequent or similar act by Tenant, or be 
construed that the basis of an estoppel to enforce the provision of provisions of this Lease 
requiring the consent. Regardless of Landlord’s knowledge of a default or breach at the 
time of accepting rent, the acceptance of rent by Landlord will not be a waiver of any 
preceding default or breach by Tenant of any provision of this Lease, other than the failure 
of Tenant to pay the particular rent so accepted. 

25. Memorandum of Lease. Landlord and Tenant agree to sign a Memorandum of 
Lease, and to cause the same to be recorded, within 10 days of demand by either party.  
Tenant shall pay any recording fees or documentary transfer taxes resulting from the 
recordation of the Memorandum of Lease. 

26. Cumulative Remedies. No remedy or election under this Lease will be considered 
exclusive but will, wherever possible, be cumulative with all other remedies at law or in 
equity. 

27. Covenants and Conditions. All provisions of this Lease to be observed or 
performed by Tenant are both covenants and conditions. 

28. Binding Effect -- Choice of Law. This Lease will be binding upon the parties, their 
personal representatives, successors and assigns (subject to the restrictions on 
assignment in this Lease) and be governed by the laws of the State in which the Premises 
are located. Any litigation between the parties to this Lease concerning this Lease will be 
initiated in the county in which the Premises are located. 

29. Subordination; Attornment; Non-Disturbance.  This Lease shall be subject and 
subordinate to any mortgage, deed of trust, or other hypothecation or security device 
(collectively, "mortgage"), now or hereafter placed by Landlord upon the Premises, to any 
and all advances made on the security thereof, and to all renewals, modifications, 
consolidations, replacements and extensions thereof. Tenant agrees that it will give notice 
of Landlord's default to any lender whose name and address have been furnished to 
Tenant in writing for such purpose.  If any lender elects to have this Lease superior to the 
lien of its mortgage and shall give written notice thereof to Tenant, either before or after 
the foreclosure of such mortgage, this Lease shall be deemed prior to such mortgage, 
notwithstanding the relative dates of the documentation or recordation thereof.  Tenant 
agrees to attorn to Landlord’s lender or any other party who acquires ownership of the 
Premises by reason of a foreclosure of a mortgage, and that in the event of such 
foreclosure, such new owner shall not:  (i) be liable for any act or omission of any prior 
Landlord or with respect to events occurring prior to acquisition of ownership by the new 
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owner, (ii) be subject to any offsets or defenses that Tenant might have against any prior 
Landlord, (iii) be bound by prepayment of more than one month's rent, or (iv) be obligated 
for the return of any security deposit unless actually received by such new owner.  With 
respect to mortgages entered into by Landlord after the execution of this Lease, Tenant's 
subordination of this Lease and its obligation to attorn shall be subject to the condition 
that Tenant's possession of the Premises and this Lease, including any options to extend 
the term of this Lease, will not be disturbed so long as Tenant faithfully performs its 
obligations under this Lease. With respect to mortgages entered into by Landlord before 
the execution of this Lease, Landlord shall obtain a subordination, non-disturbance, and 
attornment agreement consistent with the foregoing provisions no later than 45 days after 
the execution of this Lease.  The agreements contained in this section of this Lease shall 
be effective without the execution of any further documents; provided, however, that 
within ten (10) days of written request from Landlord or a lender in connection with a sale, 
financing or refinancing of the Premises, Tenant shall execute such further writings as 
may be reasonably required to separately document any subordination, non-
subordination, and attornment consistent with the above provisions, it being understood 
that a typical SNDA will provide that the lender or a purchaser at a foreclosure will not: (i) 
be liable for any act or omission of any prior Landlord or with respect to events occurring 
prior to acquisition of ownership by the new owner, (ii) be subject to any offsets or 
defenses that Tenant might have against any prior Landlord, (iii) be bound by prepayment 
of more than one (1) month's rent in advance. 

30. Attorneys’ fees. If any party brings an action or proceeding to enforce the terms 
of this Lease or declare rights under this Lease, the prevailing party will be entitled to 
reasonable attorney fees and costs of suit.  

31. Showing Premises. Landlord may at any time place on or about the Premises or 
building any ordinary “For Sale” signs and Landlord may at any time during the last one 
hundred eighty(180) days of the term of this Lease place on or about the Premises any 
ordinary “For Lease” signs. All such activities of Landlord will be without abatement of 
rent or liability to Tenant. 

32. Signs. Tenant will not place any sign upon the Premises, except any signs that 
are reasonably required to advertise Tenant’s own business. The installation of any sign 
on the Premises by or for Tenant will be subject to any Applicable Laws. 

33. Termination, Merger. Unless specifically stated otherwise in writing by Landlord, 
the voluntary or other surrender of this Lease by Tenant, the mutual termination or 
cancellation of this Lease, or a termination of this Lease by Landlord for breach by Tenant, 
will automatically terminate any sublease of lesser estate in the Premises. However, 
Landlord shall have the option to continue any or all of any existing subtenancies. 

34. Consents. Except that otherwise provided in this Lease, wherever in this Lease 
the consent of a party is required to an act by or for the other party, the consent will not 
be unreasonably withheld or delayed. 
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35. Guarantors. If there any Guarantors of this Lease, each the Guarantor will have 
the same obligations that Tenant under this Lease. It will constitute a default of the Tenant 
under this Lease if any such Guarantor fails or refuses, upon reasonable request by 
Landlord to give: (a) current financial statements of Guarantor that may from time to time 
be requested by Landlord, (b) a Tenancy Statement, or (c) written confirmation that the 
guaranty is still in effect. 

36. Quiet Possession. Upon payment by Tenant of the rent for the Premises and the 
observance and performance of all of the covenants, conditions and provisions on 
Tenant’s part to be observed and performed under this Lease, Tenant will have quiet 
possession of the Premises for the entire term of this Lease subject to all of the provisions 
of this Lease. 

37. Security Measures. Landlord shall have no obligation to provide any safety or 
security devices, services or programs for Tenant and shall have no liability for failure to 
provide the same or for inadequacy of any measures actually provided.  If the level of 
crime at the Premises is such that a reasonably prudent person would or should provide 
security for Tenant and its employees and customers, then Tenant agrees to provide such 
security at Tenant’s sole cost and expense. 

38. Reservations. Landlord reserves to itself the right, from time to time, to grant, 
without the consent or joinder of Tenant, any easements, rights and dedications that 
Landlord considers necessary, and to cause the recordation of parcel maps and 
restrictions, so long that the easements, rights, dedications, maps and restrictions do not 
unreasonably interfere with the use of the Premises by Tenant. Tenant agrees to sign any 
documents reasonably requested by Landlord to effectuate any such easement rights, 
dedication, map or restrictions. 

39. Performance Under Protest. If at any time a dispute will arise that to any amount 
or sum of money to be paid by one party to the other under the provisions of this Lease, 
the party against whom the obligation to pay the money is asserted will have the right to 
make payment “under protest” and the payment will not be regarded that a voluntary 
payment and there will survive the right on the part of the party to institute suit for recovery 
of the sum. 

40. Authority. If either party to this Lease is a corporation, trust, general or limited 
partnership, or limited liability company or partnership, each individual signing this Lease 
on behalf of the entity represents and warrants that he or she is properly authorized to 
sign and deliver this Lease on its behalf. If Tenant is a corporation, trust, general or limited 
partnership, or limited liability company or partnership, Tenant will, within thirty (30) days 
after request by Landlord, deliver to Landlord evidence satisfactory to Landlord of the 
authority. 

41. Conflict. Any conflict between the pre-printed provisions of this Lease and any 
typewritten or handwritten provisions will he controlled by the typewritten or handwritten 
provisions. 
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42. Offer. Preparation of this Lease by Landlord or Tenant and the exchange of 
comments or drafts of this Lease will not be considered a contract between the parties. 
This Lease is not intended to be binding unless and until it is signed by all parties to this 
Lease. 

43. Amendments. This Lease may be modified only in writing, signed by the parties 
in interest at the time of the modification. That long that they do not materially change 
Tenant’s obligations under this Lease, Tenant agrees to make the reasonable non-
monetary modifications to this Lease that may be reasonably required by an institutional, 
insurance company, or pension plan lender in the obtaining of normal financing or 
refinancing of the property of which the Premises are a part. 

44. Multiple Parties. Except that otherwise expressly provided in this Lease, if more 
than one person or entity is named in this Lease that either Landlord or Tenant, the 
obligations of the multiple parties will be the joint and several. 
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IN WITNESS TO WHICH, Landlord and Tenant have signed this Lease on the 
dates set forth below. 

Landlord 

[LANDLORD] 

By: _____________________________  

Name: __________________________ 

Title: ___________________________ 

Date Signed: ______________, 20___  

Tenant 

[TENANT] 

By: _____________________________  

Name: __________________________ 

Title: ___________________________ 

Date Signed: ______________, 20___ 

Address:   
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Exhibit G - 1 

ASSET PURCHASE AGREEMENT 

This ASSET PURCHASE AGREEMENT (this “Agreement”) is made and entered into 
as of this     day of  , 20      , by and between  , a(n) 

(“Seller”), and  , a(n)    
(“Buyer”). 

R E C I T A L S 

A. Seller is an entity affiliated with Farmer Boys Franchising Co., a California 
corporation (“FBF”). 

B. Seller owns the assets (the “Purchased Assets”) used in the operation of a 
“Farmer Boys” restaurant business (the “Business”) located on the land legally described on the 
Exhibit A attached hereto (the “Land”). 

C. Seller’s fee interest in the [restaurant building] and related improvements 
constructed on the Land (collectively, the “Building”) is included in the Purchased Assets. 

D. The Purchased Assets consist only of the assets of Seller listed on Schedule 1(a) 
attached hereto. 

E. The Business will be operated under and pursuant to a franchise agreement with 
FBF (the “Franchise Agreement”). 

F. Seller desires to sell the Purchased Assets to Buyer on the terms and conditions 
set forth in this Agreement. 

NOW, THEREFORE, in consideration of the foregoing recitals and of the covenants, 
warranties and agreements set forth below and for other valuable consideration received, the 
parties hereby agree as follows: 

1. Purchase and Sale of Assets: 

(a) Agreement to Purchase and Sell. Buyer agrees to purchase from Seller, and 
Seller agrees to sell to Buyer, effective as of the Effective Time, for the Purchase Price, all 
Seller’s right title and interest, legal, and beneficial, in the Purchased Assets, as the same shall 
exist on the Closing Date. 

(b) Excluded Assets. It is hereby expressly agreed by the parties to this Agreement 
that the Purchased Assets shall in no way include the following “Excluded Assets”: 

(i) any right to the Seller’s or FBF’s trade names, service marks, trademarks, 
logos, emblems and other indicia or origin used in connection with the Business, (the 
“Marks”); (ii) Seller’s and FBF’s trade dress; (iii) any right in or to the confidential proprietary 
information and methods of operation (“System”) for the operation of the Business as a 
“Farmer Boy’s” Business, including all recipes; or (iv) any and all goodwill associated with the 
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Marks. Buyer’s right to use the Marks and the System and to operate the Business as a “Farmer 
Boy’s” Business will be evidenced by, and conducted pursuant to the terms of the Franchise 
Agreement, executed as provided herein. 

(ii) Cash, profit-sharing deposits, accounts receivable, any claims by Seller 
against third parties, tax refunds, prepaid consultant fees, prepaid expenses, escrow and/or trust 
accounts held by or for the benefit of Seller for any purposes, including, without limitation, 
prepaid insurance premiums and utility deposits; 

(iii) Those permits, if any, which by law cannot be transferred by Seller 
to Buyer; 

(iv) The business records and tax records of Seller; and; 

(v) Those items of personal property, if any, listed on Schedule 1(b)(v) 
hereof. 

2. Purchase Price: As consideration for the purchase and sale of the Purchased Assets, 
Buyer shall make the following payments and shall assume the following obligations and 
liabilities of Seller (such payments and the assumption of such obligations and liabilities are 
referred to collectively as the “Purchase Price”): 

(a) Consideration for Purchased Assets. Subject to any adjustments required 
pursuant to this Agreement, Buyer shall pay to Seller the sum  of $  at Closing (the 
“Cash Consideration”). Payment hereunder shall be by bank or wire transfer of immediately 
available funds. 

(b) Assumption of Certain Obligations. At the Closing, Seller shall assign to Buyer 
and Buyer shall assume and agree to timely perform, pay and discharge, on and after the 
Effective Time, any and all leases, debts, liabilities, or obligations relating or pertaining to the 
Purchased Assets (the “Assumed Obligations”), except that certain [describe any lease or 
agreement not assumed]. 

3. Allocation Of Purchase Price: Not less than five (5) days prior to Closing, the parties 
will agree to an allocation of the Purchase Price among the Purchased Assets and an accounting 
of the “Closing Costs” (as that term is defined in Section 14(f)) to be paid by Buyer upon the 
Closing, which allocation and accounting will be attached to this Agreement prior to Closing as 
Schedule 3. The parties hereto will adhere to such allocation for all purposes, including federal 
and state income tax purposes. Seller and Buyer agree to cooperate in preparing and filing IRS 
Form 8594 reflecting the agreed-upon allocation. 

4. Mutual Conditions Precedent To Closing: The obligation of the parties to enter into and 
complete the Closing and to consummate the transfer of the Purchased Assets is subject to the 
receipt, on or prior to the Closing Date, of FBF’s Uniform Franchise Disclosure Document, and 
a Franchise Agreement for the Business along with all other related documents or agreements 
required by FBF, the Franchise Agreement, or otherwise (the “Franchise Documents”). 
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5. Closing: 

(a) Closing. The closing of the transactions contemplated herein and the transfer of 
the Purchased Assets shall occur on  , 20  (the “Closing Date”), effective as of 
12:01 a.m. (Eastern Time) on the Closing Date (the “Effective Time”), at the Business, or such 
other date and place as the parties may agree (the “Closing”). 

(b) Seller’s Deliveries. At the Closing, Seller will deliver (or cause to be delivered) 
to Buyer: 

(i) the Franchise Documents to which FBF is a party, duly executed by FBF; 

(ii) an original executed Bill of Sale and Assignment in substantially the  
form attached hereto as Exhibit B (the “Bill of Sale”), conveying in the aggregate all property 
included in the Purchased Assets, but specifically excluding the Building; 

(iii) a copy of a Grant Deed executed by Seller in substantially the form 
attached hereto as Exhibit C (the “Deed”), conveying to Buyer fee title to the Building; 

(iv) an original of a Seller executed counterpart of a Sublease Agreement of 
the Land substantially in the form attached hereto as Exhibit D (the “Sublease”); 

(v) originals of Seller executed affidavits pursuant to (1) Internal Revenue 
Code Section 1445, confirming Seller is not a foreign person and (2) California Revenue and 
Taxation Code Section 18662 (California Form 593-C) confirming facts to allow Buyer to 
determine that the sale of the Building is not subject to California withholding; and 

(vi) all of Seller’s books, records, and files included in the Purchased Assets. 

(c) Buyer’s Deliveries. At the Closing, Buyer will deliver to Seller: 

(i) the Cash Consideration, plus any Closing Costs payable by Buyer to 
Seller in accordance with the provisions of Section 14(f); 

(ii) the Franchise Documents, duly executed by Buyer, along with the initial 
franchisee fee required to be paid pursuant to the Franchise Agreement; 

(iii) an original of a Buyer executed counterpart of the Sublease Agreement; 

(iv) the original of the Buyer executed deed of trust encumbering the Building 
and securing Buyer’s performance of its obligations under the Franchise Agreement, 
substantially in the form attached hereto as Exhibit E (the “Deed of Trust”); 

(v) all such other instruments and documents as are reasonably necessary to 
complete the transaction contemplated herein. 

(vi) All instruments and other documents shall be in form and substance, and 
shall be executed in a manner that is reasonably satisfactory to Seller. 
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(d) Recordation of Deed and Deed of Trust. Within [ten (10) business days] of the 
closing Seller shall cause the Deed and Deed of Trust to be recorded in the office of the County 
Recorder of County. If Buyer orders an owner’s policy of title insurance to be issued in 
connection with the purchase of the Building, then Buyer shall simultaneously order a lender’s 
policy of title insurance insuring Seller’s interest in the Deed of Trust. The owner’s policy and 
the lender’s policy are collectively referred to as the “Title Policies.” If Buyer orders the Title 
Policies, Buyer shall (i) obtain the Title Policies only from a reputable title insurer (the “Title 
Insurer”), (ii) be responsible for the payment of all premiums in connection with issuance of 
the Title Policies and (iii) cause the Title Insurer to record the Deed and Deed of Trust. 

6. Representations and Warranties of Seller: Seller hereby represents, warrants and 
covenants to Buyer on and as of the date hereof, unless stated to the contrary below, and on and 
as of the Effective Time as follows: 

(a) Organization   and   Good   Standing  of  Seller.     Seller is  a  duly 
organized and in good standing under the laws of the State its incorporation, organization or 
formation. 

(b) Authority to Enter into Agreement. Seller has all requisite power, and has 
obtained the consents, approvals and authorizations necessary to enter into and perform this 
Agreement and the transactions contemplated herein. All necessary consents and actions by 
Seller (including any necessary consents or actions of the directors and shareholders of Seller) 
have been obtained. This Agreement has been duly executed and delivered by Seller and is a 
valid and binding obligation, enforceable in accordance with its terms. Each agreement, 
instrument, schedule and other document (other than this Agreement) which is executed and 
delivered at Closing or which is otherwise executed and delivered in connection with this 
Agreement; including, without limitation, the Franchise Documents (collectively, the “Related 
Documents”) executed and delivered by Seller at Closing shall have been duly executed and 
delivered by Seller, and shall be the valid and binding obligation of Seller, enforceable in 
accordance with its respective terms. 

(c) Purchased Assets. Seller has, and shall convey to Buyer on the Closing Date, 
good and marketable title to all of the Purchased Assets, free and clear of any lien, 
encumbrance, pledge, mortgage, security interest, claim, lease (excluding the Master Lease 
(defined below)), special assessment, unsatisfied pre-emptive right, transfer restriction or any 
other restriction or limitation, except (i) the Assumed Obligations and (ii) any permitted 
encumbrances listed on Schedule 6(c)(i). A true and complete copy of the ground lease of the 
Land by and between Seller and   , as landlord, dated on or 
about  ,  together  with  any   amendments,   modifications   or supplements thereto,   
and all easements, appurtenances, servitudes, accessories and components, access and use 
agreements, ancillary leases, such as additional parking and related agreement(s) relating to the 
Land (the “ Master Lease”) is attached hereto as Schedule 6(c)(ii). 

(d) No Other Representations; “As-Is” Sale. Buyer acknowledges that it has been 
given a full opportunity to inspect and investigate each and every aspect of the Purchased 
Assets, including, without limitation the condition of the Building, either independently or 
through agents of Buyer’s own choosing. Accordingly, Buyer agrees as follows; EXCEPT AS 
SET FORTH IN THIS SECTION 6, SELLER MAKES NO REPRESENTATION OR 
WARRANTY CONCERNING THE CONDITION OF THE PURCHASED ASSETS, 
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INCLUDING, WITHOUT LIMITATION, THE BUILDING, THE EQUIPMENT 
PURCHASED WITH THE BUSINESS OR THEIR SUITABILITY FOR USE IN ANY 
OPERATION OR THEIR FITNESS OR MERCHANTABILITY. THE PURCHASED 
ASSETS ARE BEING SOLD AND ASSIGNED, AS APPLICABLE, ON AN “AS-IS,” 
“WHERE-IS,” AND “WITH ALL FAULTS” BASIS AND, AS SUCH, SELLER IS NOT 
OBLIGATED TO MAKE ANY REPAIRS OR REPLACEMENTS. 

7. Representations and Warranties of Buyer: Buyer hereby represents, warrants and 
covenants to Seller on and as of the date hereof, unless stated to the contrary below, and on and 
as of the Closing Date as follows: 

(a) Organization and Standing of Buyer.  Buyer is a  duly 
organized and in good standing under the laws of the State of  and  is 
qualified to transact business and is in good standing under the laws of the State of   

. 

(b) Fees and Commissions. Buyer has not employed, agreed to pay or become liable 
to pay any consultant’s, broker’s, finder’s, originator’s and/or agent’s fee or commission by 
reason of services alleged to have been rendered for or at the instance of Buyer in connection 
with this Agreement, the Related Documents and the transactions contemplated herein, but if 
Buyer has, Buyer shall be solely liable for any sums due to such consultant, broker, finder, 
originator and/or agent. 

(c) Authority to Enter into Agreements. Buyer has full power and authority to enter 
into this Agreement and to perform this Agreement and the transactions contemplated herein. 
All corporate and other proceedings required to be taken by or on the part of Buyer to authorize 
Buyer to execute, deliver, and carry out this Agreement and each of the Related Documents and 
to authorize Buyer to complete the acceptance of the assignments, transfers, conveyances, and 
delivery of the Purchased Assets to Buyer have been duly and properly taken or will have been 
duly and properly taken prior to Closing. This Agreement has been duly executed by Buyer and 
is the valid and binding obligation of Buyer enforceable in accordance with its terms subject to 
the effect of bankruptcy, insolvency, reorganization, moratorium and similar laws from time to 
tune relating to the rights and remedies of creditors. Each Related Document to be executed and 
delivered at Closing will have been duly executed by Buyer and will be the valid and binding 
obligation of Buyer enforceable in accordance with its terns subject to the effect of bankruptcy, 
insolvency, reorganization, moratorium and similar laws from time to time relating to the rights 
and remedies of creditors. Neither the execution and delivery of this Agreement and each 
Related Document by Buyer, nor compliance with their respective terms, will result in the 
breach or violation of Buyer’s organizing articles or other entity governing agreements. 

(d) No Conflict with Other Agreements. Neither Buyer’s entry into this Agreement 
nor its consummation of the transaction contemplated herein will result in the breach of any 
provision of, or constitute a default under, any contract or other obligation to which Buyer is a 
party or by which Buyer is bound. 

(e) Walk-Through of Premises. Buyer has conducted a complete and thorough walk-
through inspection of the Business premises and has inspected any and all inventory, furniture, 
equipment, fixtures and other tangible personal property to be purchased under this Agreement. 
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Buyer has determined that all of the Purchased Assets are in good operating condition and 
repair, ordinary wear and tear expected. 

(f) Inspection of Books and Records. Buyer has conducted a thorough inspection of 
the Seller’s financial statements, books, and records pertaining to the Business (the “Records”). 
Buyer has determined that such Records fairly reflect the financial position of the Business.  
Buyer further acknowledges and aggress that such Records were limited solely to the actual 
operating results of the Business being offered for sale, and were provided to Buyer solely for 
the purpose of enabling Buyer to evaluate its purchase of the Business as contemplated by this 
Agreement. 

(g) Franchise Documents. Buyer has received and reviewed, at least fourteen (14) 
calendar days prior to the Closing Date, FBF’s current Uniform Franchise Disclosure 
Document. Further, Buyer has received and reviewed, at least seven (7) calendar days prior to 
the Closing Date, an execution copy of each of the Franchise Documents to be entered into at 
the Closing between Buyer, as franchisee, and FBF, as franchisor. 

8. Covenants and Agreements: 

(a) Conduct of Business. From the date hereof through the Closing Date,  Seller 
shall operate the Business in the ordinary course and substantially in the same manner as 
previously conducted by it. 

(b) Expenses. The parties hereto, shall, except as otherwise specifically provided 
herein, bear their expenses incurred in connection with the preparation, execution and 
performance with this Agreement, the Related Documents and the transactions contemplated 
herein, including, without limitation, all fees and expenses of the parties’ respective agents, 
representatives, counsel and accountants. 

9. Conditions to Seller’s Obligations to Close. The obligation of Seller to enter into and 
complete the Closing and to consummate the transfer of the Purchased Assets and the 
transactions contemplated herein are subject to (i) satisfaction of the Mutual Conditions 
Precedent to Closing set forth at Section 4 and the deliveries by Buyer under Section 5(c), (ii) 
the termination of this Agreement at the option of Seller acting in accordance with the 
provisions of Section 11, and (iii) the fulfillment on or prior to the Closing Date of the 
following conditions, any one or more of which may be waived by Seller: 

(a) Representations and Covenants. The representations and warranties of Buyer 
contained in this Agreement shall be true as of the Closing Date with the same force and effect 
as though made on and as of the Closing Date. Buyer shall have performed and complied with 
all covenants and agreements required by this Agreement to be performed and complied in all 
material respects prior to the Closing Date. Buyer shall have delivered to Seller a certificate, 
dated as of the Closing Date, and signed by an authorized officer of Buyer on its behalf to the 
foregoing effect. 

(b) Consents. All consents, approvals and waivers from the lessor under the Master 
Lease and other third parties necessary to permit Seller to transfer the Purchased Assets to 
Buyer and sublease the Land to Buyer and as contemplated hereby, or necessary to permit 
Buyer to conduct the Business as presently conducted, shall have been obtained. 
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10. Conditions To Buyer’s Obligation To Close: The obligation of Buyer to enter into and 
complete the Closing and to consummate the transfer of the Purchased Assets and the other 
transactions contemplated herein are subject to (i) satisfaction of the Mutual Conditions 
Precedent to Closing set forth at Section 4, and the deliveries by Seller under Section 5(b), (ii) 
the termination of this Agreement at the option of Buyer acting in accordance with the 
provisions of Section 11, and (iii) the fulfillment on or prior to the Closing Date of the 
following conditions, any one or more of which may be waived by Buyer: 

(a) Representations and Covenants. The representations and warranties (including 
the Schedules) of Seller contained in this Agreement shall be true on and as of the Closing Date 
with the same force and effect as though made on and as of the Closing Date. Seller shall have 
performed and complied in all material respects with all covenants and agreements required by 
this Agreement to be performed or complied with by Seller, on or prior to the Closing Date. 
Seller shall have delivered to Buyer a certificate, dated as of the Closing Date, signed by an 
authorized officer of Seller to the foregoing effect. 

(b) Consents. All consents, approvals and waivers from the lessor under the Master 
Lease and other third parties necessary to permit Seller to transfer the Purchased Assets to 
Buyer and sublease the Land to Buyer and as contemplated hereby, or necessary to permit 
Buyer to conduct the Business as presently conducted, shall have been obtained. 

11. Termination: This Agreement may be terminated at any time prior to the consummation 
of the transactions contemplated herein on the Closing Date as follows: 

(a) Mutual Agreement. By mutual written agreement of Seller and Buyer; or 

(b) By Buyer. By written notice of Buyer to Seller if (i) Closing has not occurred by 
    , 20  or (ii) any condition to the obligations of Buyer set forth 

in Sections 4, 8 or 10 is not satisfied on or prior to the Closing Date and such condition is not 
waived by Buyer on or prior to the Closing Date, and (iii) Buyer is not in material default of its 
obligations under this Agreement; or 

(c) By Seller. By written notice of Seller to Buyer if (i) Closing has not occurred by 
    , 20  , or (ii) any condition to the obligations of Seller set   

forth in Section 4 or 9 is not satisfied on or prior to the Closing Date and such condition is not 
waived by Seller on or prior to the Closing Date, and (iii) Seller is not in material default of its 
obligations under this Agreement; or 

(d) Liabilities of the Parties. In the event of the termination of this Agreement by any 
party hereto pursuant to this Section, the parties hereto shall have no liability under this 
Agreement of any nature whatsoever (other than pursuant to this Section 11(d) to the other 
parties hereto (including without limitation, any liability for damages or for the costs and 
expenses incurred in connection with the negotiation of this Agreement), unless any party is in 
default under its obligations under this Agreement, in which event the party in default shall be 
liable to the other parties for such default, and such non-defaulting parties shall be entitled to 
any and all remedies available at law or in equity or under this Agreement. In the event that a 
condition precedent to the obligations of a party hereto is not satisfied, nothing herein shall be 
deemed to require any such party to terminate this Agreement rather than to waive such 
condition precedent and proceed with the Closing. 
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12. Indemnity By Buyer: Buyer shall indemnify and hold harmless Seller, and each of its 
respective successors, assigns, heirs and legal representatives, from and against any and all 
liabilities, losses, damages, deficiencies, debts, claims, costs or expenses of any nature, 
including without limitation, reasonable attorney’s fees (collectively, “Damages”) suffered or 
incurred by Seller by reason of (i) any misrepresentation or breach of any warranty or 
nonfulfillment of any covenant on the part of Buyer contained in this Agreement or in any 
Related Document furnished or to be furnished by Buyer to Seller pursuant hereto; (ii) suffered 
or incurred in respect of or in connection with any debt, obligation, real property lease or 
liability either assumed by Buyer under this Agreement or arising after the Effective Time; (iii) 
resulting from any and all commercial and tort claims, contingent, unliquidated or disputed 
which are based upon occurrences, accidents, acts or omissions arising after the Effective Time; 
or (iv) without limiting the foregoing, the failure of Buyer to take all actions reasonably 
necessary to ensure that the transaction contemplated herein complies with any applicable bulk 
sales laws. 

13. Further Assurances: Seller and Buyer agree that they will, from time to time on or after 
the Closing Date when so requested by the other, perform, execute, acknowledge, or deliver or 
cause to be performed, executed, acknowledged or delivered, all such further acts, deeds, 
assignments, transfers, conveyances, documents, instruments and assurances as may be 
reasonably necessary or advisable to carry out the provisions of this Agreement or any Related 
Document or to effectuate the consummation of any transactions contemplated herein, including 
without limitation, putting Buyer in possession and operating control of the Purchased Assets 
and the Business. 

14. Miscellaneous: 

(a) Assignment. This Agreement shall be binding upon and inure to the benefit of, 
and be enforceable by, the parties hereto and their respective heirs, executors, successors and 
assigns, provided that this Agreement shall not be assignable by any party without the prior 
written consent of the other party. 

(b) Entire Agreement. This Agreement, together with all exhibits and schedules and 
all Related Documents, is the entire agreement among the parties hereto with respect to the 
subject matter hereof and supersedes all prior agreements, understandings, negotiations and 
discussions, whether oral or written, of the parties. No representation or warranty has been  
made by or on behalf of any party to this Agreement, or any officer, director, employee, agent 
or representative thereof, to induce the other party to enter into this Agreement or to abide by or 
consummate any of the transactions contemplated herein, except the representations and 
warranties expressly set forth herein. No representations, inducement, agreement, promise or 
understanding altering, modifying, taken from or adding to the terms and conditions hereof shall 
have any force or effect unless the same is in writing and validly executed by the parties hereto. 
No waiver of any of the provisions of this Agreement shall be deemed or shall constitute a 
waiver of any other provisions hereof (whether or not similar), nor shall such waiver constitute 
a continuing waiver unless otherwise expressly provided. 

(c) Notice. All notices or other communications required or permitted under this 
Agreement shall be in writing and shall be deemed to have been duly given if sent by registered 
or certified mail, postage-prepaid, and return receipt requested or other means which affords the 
sender evidence of delivery, or of attempted delivery, addressed as follows: 
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If to Buyer, to: 

If to Seller, to: 

The addresses so indicated for any party may be changed by similar written notice. 
Notices shall be deemed effective as of the date of their receipt, not as of the date of their 
delivery. 

(d) Counterparts. This Agreement may be executed in any number of counterparts, 
each of which shall be treated as an original (including telecopied or facsimile copied 
counterparts of this Agreement containing signatures if the original of any such counterpart is 
delivered to the other parties hereto by overnight courier for receipt the next business day), but 
all of which, collectively, shall constitute a single instrument. 

(e) Severability. In the event that any one or more of the provisions contained in  
this Agreement or in any other Related Document shall, for any reason, be held to be invalid, 
illegal or unenforceable in any respect, such invalidity, illegality or unenforceability shall not 
affect any other provision of this Agreement or any Related Document. 

(f) Closing Costs. All sales, use, transfer or other taxes or fees attributable to the 
transfer of the Purchased Assets, as well as all charges for or in connection with recording of the 
Deed, Deed of Trust and any other document herein provided (collectively, the “Closing 
Costs”) shall be the sole responsibility of, and paid by, Buyer. Upon the Closing, Buyer shall 
pay to Seller an amount representing the recording fees and documentary transfer tax imposed 
upon any documents to be recorded by Seller (including, without limitation, the Deed and Deed 
of Trust). 

(g) No Prorations. Buyer and Seller agree that upon the Closing there shall be no 
proration of any charges related to the Building or the Land, including, without limitation, any 
applicable property taxes, bonds and assessments, sewer and utility charges. The parties agree 
that all such charges shall be paid in accordance with the provisions of the Sublease. 

(h) Captions. The captions in this Agreement are for convenience only and shall not 
be considered a part of or affect the construction or interpretation of any provision of this 
Agreement. 

(i) No Benefit to Third Parties. Except as specifically set forth or referred to herein, 
nothing in this Agreement is intended or shall be construed to confer upon or give to any person 
or corporation other than the parties hereto and their successors or permitted assigns, any rights 
or remedies under or by reason of this Agreement. 

(j) Governing Law. This Agreement shall be governed by and construed in 
accordance with the laws of the State of California. 
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(k) Remedies. Except as expressly provided herein, the rights, obligations and 
remedies created by this Agreement and the Related Documents are cumulative and in addition 
to any other rights, obligations or remedies otherwise available at law or in equity 

(l) Amendments. This Agreement may not be amended, modified or altered except 
by a written instrument executed by all parties hereto. 

(m) Gender; Number. As used herein, the masculine, feminine or neuter gender, and 
the singular or plural number, shall each be deemed to include the others whenever the contents 
so indicate. 

(n) Attorneys’ Fees. Should any party be required to bring legal action (including 
arbitration) to enforce its rights under this Agreement, the prevailing party in such action shall 
be entitled to recover from the losing party its reasonable attorneys’ fees and costs in addition to 
any other relief to which it is entitled. 

(o) Interpretation. The language of this Agreement shall not be construed against  
any party, it being understood that all parties have participated in the negotiation and drafting of 
this Agreement. 

[Signature Page Follows] 
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IN WITNESS WHEREOF, the parties have duly executed this Agreement as to the  
date first written above. 

“SELLER” _________________________________, 
a(n) ______________________________ 

By:_______________________________ 
Name:_____________________________ 
Title:______________________________ 

“BUYER” _________________________________, 
a(n) ______________________________ 

By:_______________________________ 
Name:_____________________________ 
Title:______________________________ 
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EXHIBIT A TO ASSET PURCHASE AGREEMENT 

[LEGAL DESCRIPTION OF THE LAND] 

[to be completed] 
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EXHIBIT B TO ASSET PURCHASE AGREEMENT 

BILL OF SALE 
BILL OF SALE AND ASSIGNMENT OF ASSETS 

THIS BILL OF SALE AND ASSIGNMENT OF ASSETS is made and entered into as of 
the       day of  , 20___, by  , a  (the “Seller”). 

FOR GOOD AND VALUABLE CONSIDERATION, the receipt and sufficiency of 
which are hereby acknowledged, and as contemplated by that certain Asset Purchase Agreement 
dated   , 20__ (the “Purchase Agreement”), by and between the Seller, and  

(“Buyer”), effective as of the Effective Time, the Seller hereby sells, assigns, and 
transfers to Buyer, all of the Seller’s right, title and interest in and to all of the Purchased Assets, 
but specifically excluding the Building (as those terms are defined in the Purchase Agreement). 

The terms of the Purchase Agreement, including, but not limited to, the representations 
and warranties, covenants, agreements and all indemnities are incorporated herein by this 
reference. The Seller acknowledges and agrees that any representations, warranties, covenants, 
agreements and indemnities contained in the Purchase Agreement shall not be superseded hereby 
but shall remain in full force and effect to the fullest extent provided therein. In the event of any 
conflict or inconsistency between the terms of the Purchase Agreement and the terms hereof, the 
terms of the Purchase Agreement shall govern. 

IN WITNESS WHEREOF, the Seller has executed this Bill of Sale and Assignment of 
Assets as of the date first written above. 

“Seller” 

By: 
Name: 
Its:  

Acknowledged: 

By: 
Name: 
Its:  
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EXHIBIT C TO ASSET PURCHASE AGREEMENT  

[DEED] 
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RECORDED REQUESTED BY  
AND WHEN RECORDED MAIL TO: 
[NAME AND ADDRESS] 
MAIL TAX STATEMENTS TO: 
Same as above. 

DOCUMENTARY TRANSFER TAX IS $[   ] SPACE ABOVE THIS LINE FOR   
RECORDER’S USE 

GRANT DEED 
FOR VALUABLE CONSIDERATION, the receipt and sufficiency of which are hereby acknowledged, [  
], a [  ] (“Grantor”) hereby GRANTS to [  ], a [  ] (“Grantee”) that certain real property located in the 
City of [  ], County of [  ], State of California, as more particularly described on Exhibit A attached hereto 
(“Property”), together with all buildings, structures, and improvements of every kind and description 
now situated on the Property, together with all right, title and interest in and to all buildings and 
improvements now located or hereafter constructed on the Property, subject to real property taxes and 
assessments not of record, matters of title of record, matters of title not of record that are apparent or 
ascertainable by an inspection or survey of the Property and matters suffered or created by or with the 
written consent of Grantee. 
.   

IN WITNESS WHEREOF, Grantor has executed this Grant Deed as of the date set forth below, to be 
made effective upon its recordation in the Official Records of [   ] County, California. 

Dated: ____________ __, 20_____ 
[GRANTOR SIGNATURE BLOCK] 
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CALIFORNIA ALL-PURPOSE ACKNOWLEDGMENT 
A notary public or other officer completing this certificate verifies only the identity of the individual who 
signed the document to which this certificate is attached, and not the truthfulness, accuracy, or validity of 
that document. 

STATE OF CALIFORNIA ) 
COUNTY OF ______________ ) 

On ______________________, 20____, before me,  , 
Date (Here Insert Name and Title of the Officer) 

personally appeared  
Name(s) of Signer(s) 

, 
who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are 
subscribed to the within instrument and acknowledged to me that he/she/they executed the same in 
his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument the 
person(s), or the entity upon behalf of which the person(s) acted, executed the instrument. 

I certify under PENALTY OF PERJURY under the laws 
of the State of California that the foregoing paragraph is 
true and correct. 
WITNESS my hand and official seal. 

Signature  
Signature of Notary Public 

Place Notary Seal Above 
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EXHIBIT D TO ASSET PURCHASE AGREEMENT  

[INSERT SUBLEASE]
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EXHIBIT E TO ASSET PURCHASE AGREEMENT  

[DEED OF TRUST] 

Recording Requested By: When recorded mail to: 

DEED OF TRUST WITH ASSIGNMENT OF RENTS 

This   DEED   OF   TRUST,   made   effective   as    of    this    

day   of  ,   20

between , a   called TRUSTOR, whose address is   . 

CHICAGO TITLE COMPANY, a California corporation, herein called TRUSTEE, and 

, herein called BENEFICIARY 

Trustor irrevocably grants, transfers and assigns to Trustee in Trust, with power of sale the building and 
related improvements constructed on the real property in the City of  _______________, County 
of  ___________________, State of California, commonly known as   _____________________, 
California and more fully described in Exhibit “A” attached hereto and incorporated by reference. 

Together with the rents, issues and profits thereof, subject, however, to the right, power and authority 
hereinafter given to and conferred upon Beneficiary to collect and apply such rents, issues and profits. 

FOR THE PURPOSE OF SECURING (1) the performance of TRUSTOR under that certain Franchise 
Agreement dated  by and between TRUSTOR and Farmer Boy’s  Franchising Co., and any amendments  
thereof (the “Franchise Agreement”); (2) the performance of each agreement of TRUSTOR incorporated by 
reference or contained herein or reciting it is so secured; (3) payment of additional sums and interest  
thereon which may hereafter be loaned to Trustor, or his or her successors or assigns, when evidenced by a 
promissory note or notes reciting that they are secured by this Deed of Trust. 

A. To protect the security of this Deed of Trust, and with respect to the property above described, 
Trustor agrees: 

(1) To keep said property in good condition and repair; not to remove or demolish any building 
thereon; to complete or restore promptly and in good and workmanlike manner any building which may be 
constructed, damaged or destroyed thereon and to pay when due all claims for labor performed and 
materials furnished therefor; to comply with all laws affecting said property or requiring any alterations or 
improvements to be made thereon; not to commit or permit waste thereof; not to commit, suffer or permit 
any act upon said property in violation of the law; to cultivate, irrigate, fertilize, fumigate, prune and do all 
other acts which from the character or use of said property may be reasonably necessary, the specific 
enumerations herein not excluding the general. 

(2) To provide, maintain and deliver to Beneficiary fire insurance satisfactory to and with loss 
payable to Beneficiary. The amount collected under any fire or other insurance policy may be applied by 
Beneficiary upon any indebtedness secured hereby and in such order as beneficiary may determine, or at 
option of Beneficiary the entire amount so collected or any part thereof may be released to Trustor. Such
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application or release shall not cure or waive any default or notice of default hereunder or invalidate any act 
done pursuant to such notice. 

(3) To appear in and defend any action or proceeding purporting to affect the security hereof or 
the rights or powers of Beneficiary or Trustee; and to pay all costs and expenses, including cost of evidence 
of title and attorney’s fees in a reasonable sum, in any action or proceeding in which Beneficiary or Trustee 
may appear, and in any suit brought by Beneficiary to foreclose this Deed of Trust. 

(4) To pay: at least ten days before delinquency all taxes and assessments affecting said 
property, including assessments on appurtenant water stock; when due, all encumbrances, charges and 
liens, with interest, on said property or any part thereof, which appear to be prior or superior hereto; all 
costs, fees and expenses of this Trust. 

Should Trustor fail to make any payment or to do any act as herein provided, then Beneficiary or 
Trustee, but without obligation so to do and without notice to or demand upon Trustor and without releasing 
Trustor from any obligation hereof, may: make or do the same in such manner and to such extent as either 
may deem necessary to protect the security hereof, Beneficiary or Trustee being authorized to enter upon 
said property for such purposes; appear in and defend any action or proceeding purporting to affect the 
security hereof or the rights or powers of Beneficiary or Trustee; pay, purchase, contest or compromise any 
encumbrance, charge, or lien which in the judgment of either appears to be prior or superior hereto; and, in 
exercising any such powers, pay necessary expenses, employ counsel and pay his or her reasonable fees. 

(5) To pay immediately and without demand all sums so expended by Beneficiary or Trustee, 
with interest from date of expenditure at the amount allowed by law in effect at the date hereof, and to pay 
for any statement provided for by law in effect at the date hereof regarding the obligation secured hereby, 
any amount demanded by the Beneficiary not to exceed the maximum allowed by law at the time when said 
statement is demanded. 

B. It is mutually agreed: 

(1) That any award of damages in connection with any condemnation for public use of or injury 
to said property or any part thereof is hereby assigned and shall be paid to Beneficiary who may apply or 
release such moneys received by him or her in the same manner and with the same effect as above 
provided for disposition or proceeds of fire or other insurance. 

(2) That by accepting payment of any sum secured hereby after its due date, Beneficiary does 
not waive his or her right either to require prompt payment when due of all other sums so secured or to 
declare default for failure so to pay. 

(3) That at any time or from time to time, without liability therefor and without notice, upon 
written request of Beneficiary and presentation of this Deed and said note for endorsement, and without 
affecting the personal liability or any person for payment of the indebtedness secured hereby, Trustee may: 
reconvey any part of said property; consent to making of any map or plat thereof; join in granting any 
easement thereon; or join in any extension agreement or any agreement subordinating the lien or charge 
hereof. 

(4) That upon written request of beneficiary stating that all sums secured hereby have been 
paid, and upon surrender of this Deed and said note to Trustee for cancellation and retention or other 
disposition as Trustee in its sole discretion may choose and upon payment of its fees, Trustee shall 
reconvey, without warranty, the property then held hereunder. The recitals in such reconveyance of any 
matters or facts shall be conclusive proof of the truthfulness thereof. The Grantee in such reconveyance 
may be described as “the person or persons legally entitled thereto. 

(5) That as additional security, Trustor hereby gives to and confers upon Beneficiary the right, 
power and authority, during the continuance of these Trusts, to collect the rents, issues and profits of said 
property, reserving unto Trustor the right, prior to any default by Trustor in payment of any indebtedness 
secured hereby or in performance of any agreement hereunder, to collect and retain such rents, issues and 
profits as they become due and payable. Upon any such default, Beneficiary may at any time without 
notice, either in person, by agent, or by a receiver to be appointed by a court, and without regard to the 
adequacy of any security for the indebtedness hereby secured, enter upon and take possession of said 
property or any part thereof, in his or her own name sue for or otherwise collect such rents, issues, and
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profits, including those past due and unpaid, and apply the same, less costs and expenses of operation and 
collection, including reasonable attorney’s fees, upon any indebtedness secured hereby, and in such order 
as Beneficiary may determine. The entering upon and taking possession of said property, the collection of 
such rents, issues and profits and the application thereof as aforesaid, shall not cure or waive any default or 
notice of default hereunder or invalidate any act done pursuant to such notice. 

(6) That upon default by Trustor in payment of any indebtedness secured hereby or in 
performance of any agreement hereunder, Beneficiary may declare all sums secured hereby immediately 
due and payable by delivery to Trustee of written declaration of default and demand for sale and of written 
notice of default and of election to cause to be sold said property, which notice Trustee shall cause to be 
filed for record. Beneficiary also shall deposit with Trustee this Deed, said note and all documents 
evidencing expenditures secured hereby. 

After the lapse of such time as may then be required by law following the recordation of said notice 
of default, and notice of sale having been given as then required by law, Trustee without demand on 
Trustor, shall sell said property at the time and place fixed by it in said notice of sale, either as a whole or in 
separate parcels, and in such order as it may determine, at public auction to the highest bidder for cash in 
lawful money of the United States, payable at time of sale. Trustee may postpone sale of all or any portion 
of said property by public announcement at such time and place of sale, and from time to time thereafter 
may postpone such sale by public announcement at the time fixed by the preceding postponement. Trustee 
shall deliver to such purchaser its deed conveying the property so sold, but without any covenant or 
warranty, express or implied. The recitals in such deed of any matters or facts shall be conclusive proof of 
the truthfulness thereof. Any person, including Trustor, Trustee, or Beneficiary as hereinafter defined, may 
purchase at such sale. 

After deducting all costs, fees and expenses of Trustee and of this Trust, including cost of evidence 
of title in connection with sale, Trustee shall apply the proceeds of sale to payment of: all sums expended 
under the terms hereof, not then repaid, with accrued interest at the amount allowed by law in effect at the 
date hereof; all other sums then secured hereby; and the remainder, if any, to the person or persons legally 
entitled thereto. 

(7) Beneficiary, or any successor in ownership of any indebtedness secured hereby, may from 
time to time, by instrument in writing, substitute a successor of successors to any Trustee named herein or 
acting hereunder, which instrument, executed by the Beneficiary and duly acknowledged and recorded in 
the office of the recorder of the county or counties where said property is situated, shall be conclusive proof 
of proper substitution of such successor Trustee or Trustees, who shall, without conveyance from the 
Trustee predecessor, succeed to all its title, estate, rights, powers and duties. Said instrument must contain 
the name of the original Trustor, Trustee and Beneficiary hereunder, the book and page where this Deed is 
recorded and the name and address of the new Trustee. 

(8) That this Deed applies to, inures to the benefit of, and binds all parties hereto, their heirs, 
legatees, devisees, administrators, executors, successors, and assigns. The term Beneficiary shall mean 
the owner and holder, including pledgees, of the note secured hereby, whether or not named as Beneficiary 
herein. In this Deed, whenever the context so requires, the masculine gender includes the feminine and/or 
the neuter, and the singular number includes the plural. 

(9) The Trustee accepts this Trust when this Deed, duly executed and acknowledged, is made 
a public record as provided by law. Trustee is not obliged to notify any party hereto of pending sale under 
any other Deed of Trust or of any action or proceeding in which Trustor, Beneficiary or Trustee shall be a 
party unless brought by Trustee. 

Beneficiary may charge for a statement regarding the obligation secured hereby, provided the charge 
thereof does not exceed the maximum allowed by laws. 

The undersigned Trustor, requests that a copy of any notice of default and any notice of sale hereunder be 
mailed to him or her at his or her address hereinbefore set forth. 
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See Rider to Deed of Trust attached hereto and incorporated by reference. 

, 
a 

By: 
Name: 
Title: 

STATE OF CALIFORNIA 

COUNTY OF _

On  ,  20    _  before  me   _  , Notary 
Public, personally appeared  _ and  _ who proved to me on the 
basis of satisfactory evidence to be the person(s) whose name(s) is/are subscribed to the within 
instrument and acknowledged to me that he/she/they executed the same in his/her/their authorized 
capacity(ies) and that by his/her/their signature(s) on the instrument the person(s), or the entity upon 
behalf of which the person(s) acted, executed the instrument. 

I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing 
paragraph is true and correct. 

WITNESS my hand and official seal. 

Signature ___________________________________________ (seal) 
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RIDER TO DEED OF TRUST 

This is a Rider to that certain Deed of Trust with Assignment of Rents (the “Deed of Trust”) dated 
effective as of  , 20    executed by_  _, as Trustor, to Chicago Title 
Company,  as  Trustee,  for  the   benefit  of   __, as Beneficiary, and 
supplements the Deed of Trust as follows: 

1. Transfer. 

1.1 Definition. The term “Transfer” means (i) any sale, conveyance, transfer, 
encumbrance or other transfer of the real property that is secured by this Deed of Trust (the “Property”), 
or any portion thereof or interest therein whether voluntary, involuntary, by operation of law or otherwise, 
in favor of any other person, corporation or entity or (ii) any transfer of the ownership, directly or indirectly, 
of any amount of the equity ownership interest of Trustor. 

1.2 Consent to Transfer. Trustor shall not make any Transfer without Beneficiary’s 
express written consent. Beneficiary may, in its sole discretion, withhold consent to a Transfer,  or 
consent to the Transfer only on a modification of the Note, including an increase in the interest rate 
applicable to the loan evidenced by the Note. If a Transfer occurs without Beneficiary’s express written 
consent, Beneficiary may, in its sole discretion, declare the Note to be immediately due and payable. 

2. Events of Default. Trustor shall be in default under this Deed of Trust on the occurrence 
or continuance of any of the following (all referred to as “Events of Default”): 

2.1 Franchise Agreement. Trustor is in default under the Franchise Agreement 
beyond any applicable cure periods. 

2.2 Obligations. Trustor fails to perform any obligation arising under this Deed of 

Trust. 

2.3 Bankruptcy. The following acts or omissions by or against Trustor, which shall 
constitute Bankruptcy under this Deed of Trust: 

a. Trustor (aa) becomes insolvent or admits in writing his inability to pay his 
debts as they mature or (bb) makes any assignment for the benefit of creditors. 

b. Any bankruptcy, insolvency, reorganization or liquidation proceeding or 
other proceeding for relief under any bankruptcy law or any law for the relief of debtors is instituted by or 
against Trustor. 

c. Any money judgment, writ or warrant of attachment, or similar process 
(singly, or if more than one, cumulatively in excess of $25,000) is entered or filed against Trustor or any of 
the assets of Trustor and (aa) remains unvacated, unbonded, unstayed, undismissed or undischarged for 
a period of thirty (30) days or in any event later than five (5) days before the date of any proposed sale 
thereunder, or (bb) Trustor has not appealed the same in good faith to Beneficiary’s satisfaction. 

2.4 Unauthorized  Transfer. A Transfer occurs without the written consent of 
Beneficiary. 
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EXHIBIT “A” TO DEED OF TRUST 

LEGAL DESCRIPTION OF PROPERTY 

[to be completed] 

APN: _

DO NOT RECORD 
REQUEST FOR FULL RECONVEYANCE 

To Chicago Title Company 

The undersigned is the legal owner and holder of the note or notes, and of all other indebtedness secured 
by the foregoing Deed of Trust. Said note or notes, together with all other indebtedness secured by said Deed of 
Trust have been fully paid and satisfied; and you are hereby requested and directed, on payment to you of any 
sums owning to you under the terms of said Deed of Trust, to cancel said note or notes above mentioned, and all 
other evidence of indebtedness secured by said Deed of Trust delivered to you herewith, together with the said 
Deed of Trust, and to reconvey, without warranty, to the parties designated by the terms of said Deed of Trust, all 
the estate now held by you under the same. 

Dated  _ 

_  _

_  _

Please mail Deed of Trust, Note(s) and Reconveyance to: 

_  _  _

Do not lose or destroy this Deed of Trust OR THE NOTE which it secures. Both must be delivered to the 
Trustee for cancellation before reconveyance will be made. 
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SCHEDULES TO ASSET PURCHASE AGREEMENT 

Schedule 1(a) Purchased Assets 

Schedule 1(b)(v) Personal Property Excluded Assets 

Schedule 3 Allocation of Purchase Price and Accounting of Buyer’s Closing Costs 

Schedule 6(c)(i) Permitted Encumbrances 

Schedule 6(c)(ii) Master Lease 
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Exhibit G - 2 

ASSET PURCHASE AGREEMENT 

This ASSET PURCHASE AGREEMENT (this “Agreement”) is made and entered into 
as of this  day of  , 20    , by and between  , a(n)    

(“Seller”), and  , a(n)   
(“Buyer”). 

R E C I T A L S 

A. Seller is an entity affiliated with Farmer Boys Franchising Co., a California 
corporation (“FBF”). 

B. Seller owns the assets located in or used in the operation of a “Farmer Boys” 
restaurant business located at  (the “Business”). 

C. The Business will be operated under and pursuant to a franchise agreement with 
FBF (the “Franchise Agreement”). 

D. Seller desires to sell the Purchased Assets (as defined hereafter) to Buyer and 
Buyer desires to purchase the Purchased Assets on the terms and conditions set forth in this 
Agreement. 

NOW, THEREFORE, in consideration of the foregoing recitals and of the covenants, 
warranties and agreements set forth below and for other valuable consideration received, the 
parties hereby agree as follows: 

1. Purchase and Sale of Assets: 

(a) Agreement to Purchase and Sell. On the terms and subject to the conditions 
contained in this Agreement, Buyer agrees to purchase from Seller, and Seller agrees to sell to 
Buyer, effective as of the Effective Time, for the Purchase Price, all Seller’s right title and 
interest, legal, and beneficial, in and to only the following assets of Seller (the “Purchased 
Assets”): (i) the personal property listed on Schedule 1(a), as the same shall exist on the Closing 
Date, and (ii) all usable inventory of food, paper goods and promotional items and materials and 
supplies located in the Business as of the Effective Time (the “Inventory”) as the same shall 
exist immediately prior to the Effective Time. 

(b) Excluded Assets. It is hereby expressly agreed by the parties to this Agreement 
that the Purchased Assets shall in no way include the following “Excluded Assets”: 

(i) any right to the Seller’s or FBF’s trade names, service marks, 
trademarks, logos, emblems and other indicia or origin used in connection with the Business, (the 
“Marks”); Seller’s and FBF’s trade dress; (iii) any right in or to the confidential proprietary 
information and methods of operation (“System”) for the operation of the Business as a “Farmer 
Boy’s” Business, including all recipes; or (iv) any and all goodwill associated with the Marks. 
Buyer’s right to use the Marks and the System and to operate the Business as a “Farmer Boy’s” 
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Business will be evidenced by, and conducted pursuant to the terms of the Franchise Agreement, 
executed as provided herein. 

(ii) Cash, profit-sharing deposits, accounts receivable, any claims by Seller 
against third parties, tax refunds, prepaid consultant fees, prepaid expenses, escrow and/or trust 
accounts held by or for the benefit of Seller for any purposes, including, without limitation, 
prepaid insurance premiums and utility deposits;

(ii) Those permits, if any, which by law cannot be transferred by Seller to 
Buyer; 

(iii) The business records and tax records of Seller; and;
(iv) Those items of personal property, if any, listed on Schedule 1(b)(v) hereof. 

2. Purchase Price: As consideration for the purchase and sale of the Purchased Assets, 
Buyer shall make the following payments and shall assume the following obligations and 
liabilities of Seller (such payments and the assumption of such obligations and liabilities are 
referred to collectively as the “Purchase Price”): 

(a) Consideration for Purchased Assets. Subject to any adjustments required  
pursuant to this Agreement, Buyer shall pay to Seller the sum of $  at Closing (the 
“Cash Consideration”). Payment hereunder shall be by bank or wire transfer of immediately 
available funds. 

(b) Inventory. In connection with the allocation of the Purchase Price as provided in 
Section 3 above, on the evening prior to the Closing, the parties will conduct an inventory of the 
Inventory and agree on a dollar value of the Inventory at the Business based on Seller’s cost 
therefore. Buyer will pay Seller an amount equal to Seller’s actual cost for the Inventory (the 
“Inventory Cost”). 

(c) Assumption of Certain Obligations. At the Closing, Seller shall assign to Buyer 
and Buyer shall assume and agree to timely perform, pay and discharge, on and after the 
Effective Time, any and all leases, debts, liabilities, or obligations relating or pertaining to the 
Purchased Assets (the “Assumed Obligations”), except that certain [describe any lease or 
agreement not assumed]. 

3. Allocation Of Purchase Price:  Not less than five (5) days prior to Closing, the parties  
will agree to an allocation of the Purchase Price among the Purchased Assets and an accounting 
of the “Closing Costs” (as defined below) to be paid by Buyer upon the Closing, which 
allocation and accounting will be attached to this Agreement prior to Closing as Schedule 3. The 
parties hereto will adhere to such allocation for all purposes, including federal and state income 
tax purposes. Seller and Buyer agree to cooperate in preparing and filing IRS Form 8594 
reflecting the agreed-upon allocation. 

4. Mutual Conditions Precedent To Closing: The obligation of the parties to enter into and 
complete the Closing and to consummate the transfer of the Purchased Assets is subject to the 
receipt, on or prior to the Closing Date, of FBF’s Uniform Franchise Disclosure Document, and a 
Franchise Agreement for the Business along with all other related documents or agreements 
required by FBF, the Franchise Agreement, or otherwise (the “Franchise Documents”). 
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5. Closing: 

(a) Closing. The closing of the transactions contemplated herein and the transfer of 
the Purchased Assets shall occur on   , 20  (the “Closing Date”), effective as  of 
12:01 a.m. (Eastern Time) on the Closing Date (the “Effective Time”), at the Business, or such 
other date and place as the parties may agree (the “Closing”). 

(b) Seller’s Deliveries. At the Closing, Seller will deliver (or cause to be delivered)  
to Buyer: 

(i) the Franchise Documents to which FBF is a party, duly executed by FBF;

(ii) an original executed Bill of Sale and Assignment in substantially the form 
attached hereto as Exhibit A, conveying in the aggregate all property included in the Purchased 
Assets; and

(iii) [an original executed counterpart of a [Sublease][Lease] Agreement in 
the form attached hereto as Exhibit B (the “Lease Agreement”), subletting the premises of 
the Business to Buyer];

(iv) all of Seller’s books, records, and files included in the Purchased Assets.

(c) Buyer’s Deliveries. At the Closing, Buyer will deliver to Seller: 

(i) the Cash Consideration, the Inventory Value, plus any Closing Costs 
payable by Buyer to Seller in accordance with the provisions of Section 14(f);

(ii) the Franchise Documents, duly executed by Buyer, along with the initial 
franchisee fee required to be paid pursuant to the Franchise Agreement, unless the Franchise 
Documents have been delivered by Buyer to FBF prior to the Closing;

(iii) [an original of a Buyer executed counterpart of the Lease Agreement];

(iv) all such other instruments and documents as are reasonably necessary to 
complete the transaction contemplated herein.

(v) All instruments and other documents shall be in form and substance, and 
shall be executed in a manner that is reasonably satisfactory to Seller.

6. Representations and Warranties of Seller: Seller hereby represents, warrants and 
covenants to Buyer on and as of the date hereof, unless stated to the contrary below, and on and 
as of the Effective Time as follows: 

(a) Organization and Good Standing of Seller.     Seller is a  duly 
organized and in good standing under the laws of the State its incorporation, organization or 
formation. 

(b) Authority to Enter into Agreement. Seller has all requisite power, and has 
obtained the consents, approvals and authorizations necessary to enter into and perform this 
Agreement and the transactions contemplated herein. All necessary consents and actions by 
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Seller (including any necessary consents or actions of the directors and shareholders of Seller) 
have been obtained. This Agreement has been duly executed and delivered by Seller and is a 
valid and binding obligation, enforceable in accordance with its terms. Each agreement, 
instrument, schedule and other document (other than this Agreement) which is executed and 
delivered at Closing or which is otherwise executed and delivered in connection with this 
Agreement; including, without limitation, the Franchise Documents (collectively, the “Related 
Documents”) executed and delivered by Seller at Closing shall have been duly executed and 
delivered by Seller, and shall be the valid and binding obligation of Seller, enforceable in 
accordance with its respective terms. 

(c) Purchased Assets. 

(i) Seller has, and shall convey to Buyer on the Closing Date, good and 
marketable title to all of the Purchased Assets, free and clear of any lien, encumbrance, pledge, 
mortgage, security interest, claim, lease (excluding the Master Lease (defined below)), special 
assessment, unsatisfied pre-emptive right, transfer restriction or any other restriction or 
limitation, except (i) the Assumed Obligations and (ii) any permitted encumbrances listed on 
Schedule 6(c)(i).

(ii) [REVISE/DELETE AS APPROPRIATE] A true and complete copy of 
the real estate lease for the Business by and between Seller and   

, as landlord, dated on or about  , together with 
any amendments, modifications or supplements thereto, and all easements, appurtenances, 
servitudes, accessories and components, access and use agreements, ancillary leases, such as 
additional parking and related agreement(s) relating to the premises of the Business (the “ 
Master Lease”); is attached hereto as Schedule 6(c)(ii). 

(d) NO OTHER REPRESENTATIONS; “AS-IS” SALE. BUYER 
ACKNOWLEDGES THAT IT HAS BEEN GIVEN A FULL OPPORTUNITY TO INSPECT 
AND INVESTIGATE EACH AND EVERY ASPECT OF THE PURCHASED ASSETS, 
INCLUDING. EXCEPT AS SET FORTH IN THIS SECTION 6, SELLER MAKES NO 
REPRESENTATION OR WARRANTY CONCERNING THE CONDITION OF THE 
PURCHASED ASSETS, INCLUDING, WITHOUT LIMITATION, THE PROPERTY, THE 
EQUIPMENT OR PREMISES LEASED OR PURCHASED WITH THE BUSINESS OR 
THEIR SUITABILITY FOR USE IN ANY OPERATION OR THEIR FITNESS OR 
MERCHANTABILITY. THE PREMISES AND PURCHASED ASSETS ARE BEING SOLD 
AND ASSIGNED, AS APPLICABLE, ON AN “AS-IS,” “WHERE-IS,” AND “WITH ALL 
FAULTS” BASIS AND, AS SUCH, SELLER IS NOT OBLIGATED TO MAKE ANY 
REPAIRS OR REPLACEMENTS. 

7. Representations and Warranties of Buyer: Buyer hereby represents, warrants and 
covenants to Seller on and as of the date hereof, unless stated to the contrary below, and on and 
as of the Closing Date as follows: 

(a) Organization and Standing of Buyer.  Buyer is a   duly organized 
and in good standing under the laws of the State of  and is qualified to transact 
business and is in good standing under the laws of the State of   . 
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(b) Fees and Commissions. Buyer has not employed, agreed to pay or become liable 
to pay any consultant’s, broker’s, finder’s, originator’s and/or agent’s fee or commission by 
reason of services alleged to have been rendered for or at the instance of Buyer in connection 
with this Agreement, the Related Documents and the transactions contemplated herein, but if 
Buyer has, Buyer shall be solely liable for any sums due to such consultant, broker, finder, 
originator and/or agent. 

(c) Authority to Enter into Agreements. Buyer has full power and authority to enter 
into this Agreement and to perform this Agreement and the transactions contemplated herein.  
All corporate and other proceedings required to be taken by or on the part of Buyer to authorize 
Buyer to execute, deliver, and carry out this Agreement and each of the Related Documents and 
to authorize Buyer to complete the acceptance of the assignments, transfers, conveyances, and 
delivery of the Purchased Assets to Buyer have been duly and properly taken or will have been 
duly and properly taken prior to Closing. This Agreement has been duly executed by Buyer and 
is the valid and binding obligation of Buyer enforceable in accordance with its terms subject to 
the effect of bankruptcy, insolvency, reorganization, moratorium and similar laws from time to 
tune relating to the rights and remedies of creditors. Each Related Document to be executed and 
delivered at Closing will have been duly executed by Buyer and will be the valid and binding 
obligation of Buyer enforceable in accordance with its terns subject to the effect of bankruptcy, 
insolvency, reorganization, moratorium and similar laws from time to time relating to the rights 
and remedies of creditors. Neither the execution and delivery of this Agreement and each Related 
Document by Buyer, nor compliance with their respective terms, will result in the breach or 
violation of Buyer’s organizing articles or other entity governing agreements. 

(d) No Conflict with Other Agreements. Neither Buyer’s entry into this Agreement 
nor its consummation of the transaction contemplated herein will result in the breach of any 
provision of, or constitute a default under, any contract or other obligation to which Buyer is a 
party or by which Buyer is bound. 

(e) Walk-Through of Premises. Buyer has conducted a complete and thorough walk- 
through inspection of the Business premises and has inspected any and all inventory, furniture, 
equipment, fixtures and other tangible personal property to be purchased under this Agreement. 
Buyer has determined that all of the Purchased Assets are in good operating condition and repair, 
ordinary wear and tear expected. 

(f) Inspection of Books and Records. Buyer has conducted a thorough inspection of 
the Seller’s financial statements, books, and records pertaining to the Business (the “Records”). 
Buyer has determined that such Records fairly reflect the financial position of the Business. 
Buyer further acknowledges and aggress that such Records were limited solely to the actual 
operating results of the Business being offered for sale, and were provided to Buyer solely for the 
purpose of enabling Buyer to evaluate its purchase of the Business as contemplated by this 
Agreement. 

(g) Franchise Documents. Buyer has received and reviewed, at least fourteen (14) 
calendar days prior to the Closing Date, FBF’s current Uniform Franchise Disclosure Document. 
Further, Buyer has received and reviewed, at least seven (7) calendar days prior to the Closing 
Date, an execution copy of each of the Franchise Documents to be entered into at the Closing 
between Buyer, as franchisee, and FBF, as franchisor. 
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8. Covenants and Agreements: 

(a) Conduct of Business. From the date hereof through the Closing Date, Seller shall 
operate the Business in the ordinary course and substantially in the same manner as previously 
conducted by it. 

(b) Expenses. The parties hereto, shall, except as otherwise specifically provided 
herein, bear their expenses incurred in connection with the preparation, execution and 
performance with this Agreement, the Related Documents and the transactions contemplated 
herein, including, without limitation, all fees and expenses of the parties’ respective agents, 
representatives, counsel and accountants. 

9. Conditions to Seller’s Obligations to Close. The obligation of Seller to enter into and 
complete the Closing and to consummate the transfer of the Purchased Assets and the 
transactions contemplated herein are subject to (i) satisfaction of the Mutual Conditions 
Precedent to Closing set forth at Section 4 and the deliveries by Buyer under Section 5(c), (ii) the 
termination of this Agreement at the option of the Seller acting in accordance with the provisions 
of Section 11, and (iii) the fulfillment on or prior to the Closing Date of the following conditions, 
any one or more of which may be waived by Seller: 

(a) Representations and Covenants. The representations and warranties of Buyer 
contained in this Agreement shall be true as of the Closing Date with the same force and effect as 
though made on and as of the Closing Date. Buyer shall have performed and complied with all 
covenants and agreements required by this Agreement to be performed and complied in all 
material respects prior to the Closing Date. Buyer shall have delivered to Seller a certificate, 
dated as of the Closing Date, and signed by an authorized officer of Buyer on its behalf to the 
foregoing effect. 

(b) Consents. All consents, approvals and waivers from [the lessor under the Master 
Lease and other] third parties necessary to permit Seller to transfer the Purchased Assets to 
Buyer [and sublet the premises of the Business] and as contemplated hereby, or necessary to 
permit Buyer to conduct the Business as presently conducted, shall have been obtained. 

10. Conditions To Buyer’s Obligation To Close: The obligation of Buyer to enter into and 
complete the Closing and to consummate the transfer of the Purchased Assets and the other 
transactions contemplated herein are subject (i) to satisfaction of the Mutual Conditions 
Precedent to Closing set forth at Section 4, and the deliveries by Seller under Section 5(b), (ii) 
the termination of this Agreement at the option of Buyer acting in accordance with the provisions 
of Section 11, and (iii) the fulfillment on or prior to the Closing Date of the following conditions, 
any one or more of which may be waived by Buyer: 

(a) Representations and Covenants. The representations and warranties (including the 
Schedules) of Seller contained in this Agreement shall be true on and as of the Closing Date with 
the same force and effect as though made on and as of the Closing Date. Seller shall have 
performed and complied in all material respects with all covenants and agreements required by 
this Agreement to be performed or complied with by Seller, on or prior to the Closing Date. 
Seller shall have delivered to Buyer a certificate, dated as of the Closing Date, signed by an 
authorized officer of Seller to the foregoing effect. 
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(b) Consents. All consents, approvals and waivers from [the lessor under the Master 
Lease and other] third parties necessary to permit Seller to transfer the Purchased Assets to 
Buyer [and sublet the premises of the Business] and as contemplated hereby, or necessary to 
permit Buyer to conduct the Business as presently conducted, shall have been obtained. 

11. Termination: This Agreement may be terminated at any time prior to the consummation 
of the transactions contemplated herein on the Closing Date as follows: 

(a) Mutual Agreement. By mutual written agreement of Seller and Buyer; or 

(b) By Buyer. By written notice of Buyer to Seller if (i) Closing has not occurred by 
    , 20 or (ii) any condition to the obligations of Buyer set forth in 

Sections 4, 8 or 10 is not satisfied on or prior to the Closing Date and such condition is not 
waived by Buyer on or prior to the Closing Date, and (iii) Buyer is not in material default of its 
obligations under this Agreement; or 

(c) By Seller. By written notice of Seller to Buyer if (i) Closing has not occurred by    
    , 20 , or (ii) any condition to the obligations of Seller set forth in 

Section 4 or 9 is not satisfied on or prior to the Closing Date and such condition is not waived by 
Seller on or prior to the Closing Date, and (iii) Seller is not in material default of its obligations 
under this Agreement; or 

(d) Liabilities of the Parties. In the event of the termination of this Agreement by any 
party hereto pursuant to this Section, the parties hereto shall have no liability under this 
Agreement of any nature whatsoever (other than pursuant to this Section 11(d) to the other 
parties hereto (including without limitation, any liability for damages or for the costs and 
expenses incurred in connection with the negotiation of this Agreement), unless any party is in 
default under its obligations under this Agreement, in which event the party in default shall be 
liable to the other parties for such default, and such non-defaulting parties shall be entitled to any 
and all remedies available at law or in equity or under this Agreement. In the event that a 
condition precedent to the obligations of a party hereto is not satisfied, nothing herein shall be 
deemed to require any such party to terminate this Agreement rather than to waive such 
condition precedent and proceed with the Closing. 

12. Indemnity By Buyer: Buyer shall indemnify and hold harmless Seller, and each of its 
respective successors, assigns, heirs and legal representatives, from and against any and all 
liabilities, losses, damages, deficiencies, debts, claims, costs or expenses of any nature, including 
without limitation, reasonable attorney’s fees (collectively, “Damages”) suffered or incurred by 
Seller by reason of (i) any misrepresentation or breach of any warranty or nonfulfillment of any 
covenant on the part of Buyer contained in this Agreement or in any Related Document furnished 
or to be furnished by Buyer to Seller pursuant hereto; (ii) suffered or incurred in respect of or in 
connection with any debt, obligation, real property lease or liability either assumed by Buyer 
under this Agreement or arising after the Effective Time; (iii) resulting from any and all 
commercial and tort claims, contingent, unliquidated or disputed which are based upon 
occurrences, accidents, acts or omissions arising after the Effective Time; or (iv) without limiting 
the foregoing, the failure of Buyer to take all actions reasonably necessary to ensure that the 
transaction contemplated herein complies with any applicable bulk sales laws. 
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13. Further Assurances: Seller and Buyer agree that they will, from time to time on or after 
the Closing Date when so requested by the other, perform, execute, acknowledge, or deliver or 
cause to be performed, executed, acknowledged or delivered, all such further acts, deeds, 
assignments, transfers, conveyances, documents, instruments and assurances as may be 
reasonably necessary or advisable to carry out the provisions of this Agreement or any Related 
Document or to effectuate the consummation of any transactions contemplated herein, including 
without limitation, putting Buyer in possession and operating control of the Purchased Assets 
and the Business. 

14. Miscellaneous: 

(a) Assignment. This Agreement shall be binding upon and inure to the benefit of, 
and be enforceable by, the parties hereto and their respective heirs, executors, successors and 
assigns, provided that this Agreement shall not be assignable by any party without the prior 
written consent of the other party. 

(b) Entire Agreement. This Agreement, together with all exhibits and schedules and 
all Related Documents, is the entire agreement among the parties hereto with respect to the 
subject matter hereof and supersedes all prior agreements, understandings, negotiations and 
discussions, whether oral or written, of the parties. No representation or warranty has been made 
by or on behalf of any party to this Agreement, or any officer, director, employee, agent or 
representative thereof, to induce the other party to enter into this Agreement or to abide by or 
consummate any of the transactions contemplated herein, except the representations and 
warranties expressly set forth herein. No representations, inducement, agreement, promise or 
understanding altering, modifying, taken from or adding to the terms and conditions hereof shall 
have any force or effect unless the same is in writing and validly executed by the parties hereto. 
No waiver of any of the provisions of this Agreement shall be deemed or shall constitute a 
waiver of any other provisions hereof (whether or not similar), nor shall such waiver constitute a 
continuing waiver unless otherwise expressly provided. 

(c) Notice. All notices or other communications required or permitted under this 
Agreement shall be in writing and shall be deemed to have been duly given if sent by registered 
or certified mail, postage-prepaid, and return receipt requested or other means which affords the 
sender evidence of delivery, or of attempted delivery, addressed as follows: 

If to Buyer, to: 

If to Seller, to: 

The addresses so indicated for any party may be changed by similar written notice. 
Notices shall be deemed effective as of the date of their receipt, not as of the date of their 
delivery. 
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(d) Counterparts. This Agreement may be executed in any number of counterparts, 
each of which shall be treated as an original (including telecopied or facsimile copied 
counterparts of this Agreement containing signatures if the original of any such counterpart is 
delivered to the other parties hereto by overnight courier for receipt the next business day), but 
all of which, collectively, shall constitute a single instrument. 

(e) Severability. In the event that any one or more of the provisions contained in this 
Agreement or in any other Related Document shall, for any reason, be held to be invalid, illegal 
or unenforceable in any respect, such invalidity, illegality or unenforceability shall not affect any 
other provision of this Agreement or any Related Document. 

(f) Closing Costs. All sales, use, transfer or other taxes or fees attributable to the 
transfer of the Purchased Assets, as well as all charges for or in connection with recording of any 
document herein provided (collectively, “Closing Costs”) shall be the sole responsibility of, and 
paid by, Buyer. 

(g) No Prorations. Buyer and Seller agree that upon the Closing there shall be no 
proration of any charges related to the Business. The parties agree that all such charges shall be 
paid in accordance with the provisions of the Lease Agreement. 

(h) Captions. The captions in this Agreement are for convenience only and shall not 
be considered a part of or affect the construction or interpretation of any provision of this 
Agreement. 

(i) No Benefit to Third Parties. Except as specifically set forth or referred to herein, 
nothing in this Agreement is intended or shall be construed to confer upon or give to any person 
or corporation other than the parties hereto and their successors or permitted assigns, any rights 
or remedies under or by reason of this Agreement. 

(j) Governing Law. This Agreement shall be governed by and construed in 
accordance with the laws of the State of California. 

(k) Remedies. Except as expressly provided herein, the rights, obligations and 
remedies created by this Agreement and the Related Documents are cumulative and in addition 
to any other rights, obligations or remedies otherwise available at law or in equity 

(l) Amendments. This Agreement may not be amended, modified or altered except 
by a written instrument executed by all parties hereto. 

(m) Gender; Number. As used herein, the masculine, feminine or neuter gender, and 
the singular or plural number, shall each be deemed to include the others whenever the contents 
so indicate. 

(n) Attorneys’ Fees. Should any party be required to bring legal action (including 
arbitration) to enforce its rights under this Agreement, the prevailing party in such action shall be 
entitled to recover from the losing party its reasonable attorneys’ fees and costs in addition to any 
other relief to which it is entitled. 
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(o) Interpretation. The language of this Agreement shall not be construed against any 
party, it being understood that all parties have participated in the negotiation and drafting of this 
Agreement. 

IN WITNESS WHEREOF, the parties have duly executed this Agreement as to the date 
first written above. 

“SELLER” , 
a(n)   

By:   
Name: 
Title:   

“BUYER” , 
a(n)   

By: 
Name: 
Title:   



EXHIBIT A TO ASSET PURCHASE AGREEMENT 
BILL OF SALE AND ASSIGNMENT 

BILL OF SALE AND ASSIGNMENT OF ASSETS 

THIS BILL OF SALE AND ASSIGNMENT OF ASSETS is made and entered into as of 
the       day of  , 20_, by  , a  (the “Seller”). 

FOR GOOD AND VALUABLE CONSIDERATION, the receipt and sufficiency of 
which are hereby acknowledged, and as contemplated by that certain Asset Purchase Agreement 
dated   , 20__ (the “Purchase Agreement”), by and between the Seller, and  

(“Buyer”), effective as of the Effective Time, the Seller hereby sells, assigns, and 
transfers to Buyer, all of the Seller’s right, title and interest in and to all of the Purchased Assets 
(as defined in the Purchase Agreement). 

The terms of the Purchase Agreement, including, but not limited to, the representations 
and warranties, covenants, agreements and all indemnities are incorporated herein by this 
reference. The Seller acknowledges and agrees that any representations, warranties, covenants, 
agreements and indemnities contained in the Purchase Agreement shall not be superseded hereby 
but shall remain in full force and effect to the fullest extent provided therein. In the event of any 
conflict or inconsistency between the terms of the Purchase Agreement and the terms hereof, the 
terms of the Purchase Agreement shall govern. 

IN WITNESS WHEREOF, the Seller has executed this Bill of Sale and Assignment of 
Assets as of the date first written above. 

“Seller” 

By: 
Name: 
Its:  

Acknowledged: 

By: 
Name: 
Its:  
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Schedule 1(b)(v) Excluded Assets 

Schedule 3 Allocation of Purchase Price 

Schedule 6(c)(i) Permitted Encumbrances 

Schedule 6(c)(ii) Master Lease 
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Exhibit G - 2 

ASSET PURCHASE AGREEMENT 

This ASSET PURCHASE AGREEMENT (this “Agreement”) is made and entered into 
as of this  day of  , 20    , by and between  , a(n)    

(“Seller”), and  , a(n)   
(“Buyer”). 

R E C I T A L S 

A. Seller is an entity affiliated with Farmer Boys Franchising Co., a California 
corporation (“FBF”). 

B. Seller owns the assets located in or used in the operation of a “Farmer Boys” 
restaurant business located at  (the “Business”). 

C. The Business will be operated under and pursuant to a franchise agreement with 
FBF (the “Franchise Agreement”). 

D. Seller desires to sell the Purchased Assets (as defined hereafter) to Buyer and 
Buyer desires to purchase the Purchased Assets on the terms and conditions set forth in this 
Agreement. 

NOW, THEREFORE, in consideration of the foregoing recitals and of the covenants, 
warranties and agreements set forth below and for other valuable consideration received, the 
parties hereby agree as follows: 

1. Purchase and Sale of Assets: 

(a) Agreement to Purchase and Sell. On the terms and subject to the conditions 
contained in this Agreement, Buyer agrees to purchase from Seller, and Seller agrees to sell to 
Buyer, effective as of the Effective Time, for the Purchase Price, all Seller’s right title and 
interest, legal, and beneficial, in and to only the following assets of Seller (the “Purchased 
Assets”): (i) the personal property listed on Schedule 1(a), as the same shall exist on the Closing 
Date, and (ii) all usable inventory of food, paper goods and promotional items and materials and 
supplies located in the Business as of the Effective Time (the “Inventory”) as the same shall 
exist immediately prior to the Effective Time. 

(b) Excluded Assets. It is hereby expressly agreed by the parties to this Agreement 
that the Purchased Assets shall in no way include the following “Excluded Assets”: 

(i) any right to the Seller’s or FBF’s trade names, service marks, trademarks, 
logos, emblems and other indicia or origin used in connection with the Business, (the “Marks”);
(ii) Seller’s and FBF’s trade dress; (iii) any right in or to the confidential proprietary information 
and methods of operation (“System”) for the operation of the Business as a “Farmer Boy’s” 
Business, including all recipes; or (iv) any and all goodwill associated with the Marks. Buyer’s 
right to use the Marks and the System and to operate the Business as a “Farmer Boy’s” Business 
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will be evidenced by, and conducted pursuant to the terms of the Franchise Agreement, executed 
as provided herein. 

(ii) Cash, profit-sharing deposits, accounts receivable, any claims by Seller 
against third parties, tax refunds, prepaid consultant fees, prepaid expenses, escrow and/or trust 
accounts held by or for the benefit of Seller for any purposes, including, without limitation, 
prepaid insurance premiums and utility deposits; 

(iii) Those permits, if any, which by law cannot be transferred by Seller to Buyer; 

(iv) The business records and tax records of Seller; and; 

(v) Those items of personal property, if any, listed on Schedule 1(b)(v) hereof. 

2. Purchase Price: As consideration for the purchase and sale of the Purchased Assets, 
Buyer shall make the following payments and shall assume the following obligations and 
liabilities of Seller (such payments and the assumption of such obligations and liabilities are 
referred to collectively as the “Purchase Price”): 

(a) Consideration for Purchased Assets. Subject to any adjustments required  
pursuant to this Agreement, Buyer shall pay to Seller the sum of $  at Closing (the 
“Cash Consideration”). Payment hereunder shall be by bank or wire transfer of immediately 
available funds. 

(b) Inventory. In connection with the allocation of the Purchase Price as provided in 
Section 3 above, on the evening prior to the Closing, the parties will conduct an inventory of the 
Inventory and agree on a dollar value of the Inventory at the Business based on Seller’s cost 
therefore. Buyer will pay Seller an amount equal to Seller’s actual cost for the Inventory (the 
“Inventory Cost”). 

(c) Assumption of Certain Obligations. At the Closing, Seller shall assign to Buyer 
and Buyer shall assume and agree to timely perform, pay and discharge, on and after the 
Effective Time, any and all leases, debts, liabilities, or obligations relating or pertaining to the 
Purchased Assets (the “Assumed Obligations”), except that certain [describe any lease or 
agreement not assumed]. 

3. Allocation Of Purchase Price:  Not less than five (5) days prior to Closing, the parties  
will agree to an allocation of the Purchase Price among the Purchased Assets and an accounting 
of the “Closing Costs” (as defined below) to be paid by Buyer upon the Closing, which 
allocation and accounting will be attached to this Agreement prior to Closing as Schedule 3. The 
parties hereto will adhere to such allocation for all purposes, including federal and state income 
tax purposes. Seller and Buyer agree to cooperate in preparing and filing IRS Form 8594 
reflecting the agreed-upon allocation. 

4. Mutual Conditions Precedent To Closing: The obligation of the parties to enter into and 
complete the Closing and to consummate the transfer of the Purchased Assets is subject to the 
receipt, on or prior to the Closing Date, of FBF’s Uniform Franchise Disclosure Document, and a 
Franchise Agreement for the Business along with all other related documents or agreements 
required by FBF, the Franchise Agreement, or otherwise (the “Franchise Documents”). 
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5. Closing: 

(a) Closing. The closing of the transactions contemplated herein and the transfer of 
the Purchased Assets shall occur on   , 20  (the “Closing Date”), effective as  of 
12:01 a.m. (Eastern Time) on the Closing Date (the “Effective Time”), at the Business, or such 
other date and place as the parties may agree (the “Closing”). 

(b) Seller’s Deliveries. At the Closing, Seller will deliver (or cause to be delivered)  
to Buyer: 

(i) the Franchise Documents to which FBF is a party, duly executed by FBF;

(ii) an original executed Bill of Sale and Assignment in substantially the form 
attached hereto as Exhibit A, conveying in the aggregate all property included in the Purchased 
Assets; and

(iii) [an original executed counterpart of a [Sublease][Lease] Agreement in 
the form attached hereto as Exhibit B (the “Lease Agreement”), subletting the premises of 
the Business to Buyer];

(iv) all of Seller’s books, records, and files included in the Purchased Assets.

(c) Buyer’s Deliveries. At the Closing, Buyer will deliver to Seller: 

(i) the Cash Consideration, the Inventory Value, plus any Closing Costs 
payable by Buyer to Seller in accordance with the provisions of Section 14(f);

(ii) the Franchise Documents, duly executed by Buyer, along with the initial 
franchisee fee required to be paid pursuant to the Franchise Agreement, unless the Franchise 
Documents have been delivered by Buyer to FBF prior to the Closing;

(iii) [an original of a Buyer executed counterpart of the Lease Agreement];

(iv) all such other instruments and documents as are reasonably necessary to 
complete the transaction contemplated herein.

(v) All instruments and other documents shall be in form and substance, and 
shall be executed in a manner that is reasonably satisfactory to Seller.

6. Representations and Warranties of Seller: Seller hereby represents, warrants and 
covenants to Buyer on and as of the date hereof, unless stated to the contrary below, and on and 
as of the Effective Time as follows: 

(a) Organization and Good Standing of Seller.     Seller is a  duly 
organized and in good standing under the laws of the State its incorporation, organization or 
formation. 

(b) Authority to Enter into Agreement. Seller has all requisite power, and has 
obtained the consents, approvals and authorizations necessary to enter into and perform this 
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Agreement and the transactions contemplated herein. All necessary consents and actions by 
Seller (including any necessary consents or actions of the directors and shareholders of Seller) 
have been obtained. This Agreement has been duly executed and delivered by Seller and is a 
valid and binding obligation, enforceable in accordance with its terms. Each agreement, 
instrument, schedule and other document (other than this Agreement) which is executed and 
delivered at Closing or which is otherwise executed and delivered in connection with this 
Agreement; including, without limitation, the Franchise Documents (collectively, the “Related 
Documents”) executed and delivered by Seller at Closing shall have been duly executed and 
delivered by Seller, and shall be the valid and binding obligation of Seller, enforceable in 
accordance with its respective terms. 

(c) Purchased Assets. 

(i) Seller has, and shall convey to Buyer on the Closing Date, good and 
marketable title to all of the Purchased Assets, free and clear of any lien, encumbrance, pledge, 
mortgage, security interest, claim, lease (excluding the Master Lease (defined below)), special 
assessment, unsatisfied pre-emptive right, transfer restriction or any other restriction or 
limitation, except (i) the Assumed Obligations and (ii) any permitted encumbrances listed on 
Schedule 6(c)(i).

(ii) [REVISE/DELETE AS APPROPRIATE] A true and complete copy of 
the real estate lease for the Business by and between Seller and   

, as landlord, dated on or about  , together with 
any amendments, modifications or supplements thereto, and all easements, appurtenances, 
servitudes, accessories and components, access and use agreements, ancillary leases, such as 
additional parking and related agreement(s) relating to the premises of the Business (the “ 
Master Lease”); is attached hereto as Schedule 6(c)(ii). 

(d) NO OTHER REPRESENTATIONS; “AS-IS” SALE. BUYER 
ACKNOWLEDGES THAT IT HAS BEEN GIVEN A FULL OPPORTUNITY TO INSPECT 
AND INVESTIGATE EACH AND EVERY ASPECT OF THE PURCHASED ASSETS, 
INCLUDING. EXCEPT AS SET FORTH IN THIS SECTION 6, SELLER MAKES NO 
REPRESENTATION OR WARRANTY CONCERNING THE CONDITION OF THE 
PURCHASED ASSETS, INCLUDING, WITHOUT LIMITATION, THE PROPERTY, THE 
EQUIPMENT OR PREMISES LEASED OR PURCHASED WITH THE BUSINESS OR 
THEIR SUITABILITY FOR USE IN ANY OPERATION OR THEIR FITNESS OR 
MERCHANTABILITY. THE PREMISES AND PURCHASED ASSETS ARE BEING SOLD 
AND ASSIGNED, AS APPLICABLE, ON AN “AS-IS,” “WHERE-IS,” AND “WITH ALL 
FAULTS” BASIS AND, AS SUCH, SELLER IS NOT OBLIGATED TO MAKE ANY 
REPAIRS OR REPLACEMENTS. 

7. Representations and Warranties of Buyer: Buyer hereby represents, warrants and 
covenants to Seller on and as of the date hereof, unless stated to the contrary below, and on and 
as of the Closing Date as follows: 

(a) Organization and Standing of Buyer.  Buyer is a   duly organized 
and in good standing under the laws of the State of  and is qualified to transact 
business and is in good standing under the laws of the State of   . 
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(b) Fees and Commissions. Buyer has not employed, agreed to pay or become liable 
to pay any consultant’s, broker’s, finder’s, originator’s and/or agent’s fee or commission by 
reason of services alleged to have been rendered for or at the instance of Buyer in connection 
with this Agreement, the Related Documents and the transactions contemplated herein, but if 
Buyer has, Buyer shall be solely liable for any sums due to such consultant, broker, finder, 
originator and/or agent. 

(c) Authority to Enter into Agreements. Buyer has full power and authority to enter 
into this Agreement and to perform this Agreement and the transactions contemplated herein.  
All corporate and other proceedings required to be taken by or on the part of Buyer to authorize 
Buyer to execute, deliver, and carry out this Agreement and each of the Related Documents and 
to authorize Buyer to complete the acceptance of the assignments, transfers, conveyances, and 
delivery of the Purchased Assets to Buyer have been duly and properly taken or will have been 
duly and properly taken prior to Closing. This Agreement has been duly executed by Buyer and 
is the valid and binding obligation of Buyer enforceable in accordance with its terms subject to 
the effect of bankruptcy, insolvency, reorganization, moratorium and similar laws from time to 
tune relating to the rights and remedies of creditors. Each Related Document to be executed and 
delivered at Closing will have been duly executed by Buyer and will be the valid and binding 
obligation of Buyer enforceable in accordance with its terns subject to the effect of bankruptcy, 
insolvency, reorganization, moratorium and similar laws from time to time relating to the rights 
and remedies of creditors. Neither the execution and delivery of this Agreement and each Related 
Document by Buyer, nor compliance with their respective terms, will result in the breach or 
violation of Buyer’s organizing articles or other entity governing agreements. 

(d) No Conflict with Other Agreements. Neither Buyer’s entry into this Agreement 
nor its consummation of the transaction contemplated herein will result in the breach of any 
provision of, or constitute a default under, any contract or other obligation to which Buyer is a 
party or by which Buyer is bound. 

(e) Walk-Through of Premises. Buyer has conducted a complete and thorough walk- 
through inspection of the Business premises and has inspected any and all inventory, furniture, 
equipment, fixtures and other tangible personal property to be purchased under this Agreement. 
Buyer has determined that all of the Purchased Assets are in good operating condition and repair, 
ordinary wear and tear expected. 

(f) Inspection of Books and Records. Buyer has conducted a thorough inspection of 
the Seller’s financial statements, books, and records pertaining to the Business (the “Records”). 
Buyer has determined that such Records fairly reflect the financial position of the Business. 
Buyer further acknowledges and aggress that such Records were limited solely to the actual 
operating results of the Business being offered for sale, and were provided to Buyer solely for the 
purpose of enabling Buyer to evaluate its purchase of the Business as contemplated by this 
Agreement. 

(g) Franchise Documents. Buyer has received and reviewed, at least fourteen (14) 
calendar days prior to the Closing Date, FBF’s current Uniform Franchise Disclosure Document. 
Further, Buyer has received and reviewed, at least seven (7) calendar days prior to the Closing 
Date, an execution copy of each of the Franchise Documents to be entered into at the Closing 
between Buyer, as franchisee, and FBF, as franchisor. 
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8. Covenants and Agreements: 

(a) Conduct of Business. From the date hereof through the Closing Date, Seller shall 
operate the Business in the ordinary course and substantially in the same manner as previously 
conducted by it. 

(b) Expenses. The parties hereto, shall, except as otherwise specifically provided 
herein, bear their expenses incurred in connection with the preparation, execution and 
performance with this Agreement, the Related Documents and the transactions contemplated 
herein, including, without limitation, all fees and expenses of the parties’ respective agents, 
representatives, counsel and accountants. 

9. Conditions to Seller’s Obligations to Close. The obligation of Seller to enter into and 
complete the Closing and to consummate the transfer of the Purchased Assets and the 
transactions contemplated herein are subject to (i) satisfaction of the Mutual Conditions 
Precedent to Closing set forth at Section 4 and the deliveries by Buyer under Section 5(c), (ii) the 
termination of this Agreement at the option of the Seller acting in accordance with the provisions 
of Section 11, and (iii) the fulfillment on or prior to the Closing Date of the following conditions, 
any one or more of which may be waived by Seller: 

(a) Representations and Covenants. The representations and warranties of Buyer 
contained in this Agreement shall be true as of the Closing Date with the same force and effect as 
though made on and as of the Closing Date. Buyer shall have performed and complied with all 
covenants and agreements required by this Agreement to be performed and complied in all 
material respects prior to the Closing Date. Buyer shall have delivered to Seller a certificate, 
dated as of the Closing Date, and signed by an authorized officer of Buyer on its behalf to the 
foregoing effect. 

(b) Consents. All consents, approvals and waivers from [the lessor under the Master 
Lease and other] third parties necessary to permit Seller to transfer the Purchased Assets to 
Buyer [and sublet the premises of the Business] and as contemplated hereby, or necessary to 
permit Buyer to conduct the Business as presently conducted, shall have been obtained. 

10. Conditions To Buyer’s Obligation To Close: The obligation of Buyer to enter into and 
complete the Closing and to consummate the transfer of the Purchased Assets and the other 
transactions contemplated herein are subject (i) to satisfaction of the Mutual Conditions 
Precedent to Closing set forth at Section 4, and the deliveries by Seller under Section 5(b), (ii) 
the termination of this Agreement at the option of Buyer acting in accordance with the provisions 
of Section 11, and (iii) the fulfillment on or prior to the Closing Date of the following conditions, 
any one or more of which may be waived by Buyer: 

(a) Representations and Covenants. The representations and warranties (including the 
Schedules) of Seller contained in this Agreement shall be true on and as of the Closing Date with 
the same force and effect as though made on and as of the Closing Date. Seller shall have 
performed and complied in all material respects with all covenants and agreements required by 
this Agreement to be performed or complied with by Seller, on or prior to the Closing Date. 
Seller shall have delivered to Buyer a certificate, dated as of the Closing Date, signed by an 
authorized officer of Seller to the foregoing effect. 
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(b) Consents. All consents, approvals and waivers from [the lessor under the Master 
Lease and other] third parties necessary to permit Seller to transfer the Purchased Assets to 
Buyer [and sublet the premises of the Business] and as contemplated hereby, or necessary to 
permit Buyer to conduct the Business as presently conducted, shall have been obtained. 

11. Termination: This Agreement may be terminated at any time prior to the consummation 
of the transactions contemplated herein on the Closing Date as follows: 

(a) Mutual Agreement. By mutual written agreement of Seller and Buyer; or 

(b) By Buyer. By written notice of Buyer to Seller if (i) Closing has not occurred by 
    , 20 or (ii) any condition to the obligations of Buyer set forth in 

Sections 4, 8 or 10 is not satisfied on or prior to the Closing Date and such condition is not 
waived by Buyer on or prior to the Closing Date, and (iii) Buyer is not in material default of its 
obligations under this Agreement; or 

(c) By Seller. By written notice of Seller to Buyer if (i) Closing has not occurred by    
    , 20 , or (ii) any condition to the obligations of Seller set forth in 

Section 4 or 9 is not satisfied on or prior to the Closing Date and such condition is not waived by 
Seller on or prior to the Closing Date, and (iii) Seller is not in material default of its obligations 
under this Agreement; or 

(d) Liabilities of the Parties. In the event of the termination of this Agreement by any 
party hereto pursuant to this Section, the parties hereto shall have no liability under this 
Agreement of any nature whatsoever (other than pursuant to this Section 11(d) to the other 
parties hereto (including without limitation, any liability for damages or for the costs and 
expenses incurred in connection with the negotiation of this Agreement), unless any party is in 
default under its obligations under this Agreement, in which event the party in default shall be 
liable to the other parties for such default, and such non-defaulting parties shall be entitled to any 
and all remedies available at law or in equity or under this Agreement. In the event that a 
condition precedent to the obligations of a party hereto is not satisfied, nothing herein shall be 
deemed to require any such party to terminate this Agreement rather than to waive such 
condition precedent and proceed with the Closing. 

12. Indemnity By Buyer: Buyer shall indemnify and hold harmless Seller, and each of its 
respective successors, assigns, heirs and legal representatives, from and against any and all 
liabilities, losses, damages, deficiencies, debts, claims, costs or expenses of any nature, including 
without limitation, reasonable attorney’s fees (collectively, “Damages”) suffered or incurred by 
Seller by reason of (i) any misrepresentation or breach of any warranty or nonfulfillment of any 
covenant on the part of Buyer contained in this Agreement or in any Related Document furnished 
or to be furnished by Buyer to Seller pursuant hereto; (ii) suffered or incurred in respect of or in 
connection with any debt, obligation, real property lease or liability either assumed by Buyer 
under this Agreement or arising after the Effective Time; (iii) resulting from any and all 
commercial and tort claims, contingent, unliquidated or disputed which are based upon 
occurrences, accidents, acts or omissions arising after the Effective Time; or (iv) without limiting 
the foregoing, the failure of Buyer to take all actions reasonably necessary to ensure that the 
transaction contemplated herein complies with any applicable bulk sales laws. 

13. Further Assurances: Seller and Buyer agree that they will, from time to time on or after 
the Closing Date when so requested by the other, perform, execute, acknowledge, or deliver or 



- 17 -571026370.3

cause to be performed, executed, acknowledged or delivered, all such further acts, deeds, 
assignments, transfers, conveyances, documents, instruments and assurances as may be 
reasonably necessary or advisable to carry out the provisions of this Agreement or any Related 
Document or to effectuate the consummation of any transactions contemplated herein, including 
without limitation, putting Buyer in possession and operating control of the Purchased Assets 
and the Business. 

14. Miscellaneous: 

(a) Assignment. This Agreement shall be binding upon and inure to the benefit of, 
and be enforceable by, the parties hereto and their respective heirs, executors, successors and 
assigns, provided that this Agreement shall not be assignable by any party without the prior 
written consent of the other party. 

(b) Entire Agreement. This Agreement, together with all exhibits and schedules and 
all Related Documents, is the entire agreement among the parties hereto with respect to the 
subject matter hereof and supersedes all prior agreements, understandings, negotiations and 
discussions, whether oral or written, of the parties. No representation or warranty has been made 
by or on behalf of any party to this Agreement, or any officer, director, employee, agent or 
representative thereof, to induce the other party to enter into this Agreement or to abide by or 
consummate any of the transactions contemplated herein, except the representations and 
warranties expressly set forth herein. No representations, inducement, agreement, promise or 
understanding altering, modifying, taken from or adding to the terms and conditions hereof shall 
have any force or effect unless the same is in writing and validly executed by the parties hereto. 
No waiver of any of the provisions of this Agreement shall be deemed or shall constitute a 
waiver of any other provisions hereof (whether or not similar), nor shall such waiver constitute a 
continuing waiver unless otherwise expressly provided. 

(c) Notice. All notices or other communications required or permitted under this 
Agreement shall be in writing and shall be deemed to have been duly given if sent by registered 
or certified mail, postage-prepaid, and return receipt requested or other means which affords the 
sender evidence of delivery, or of attempted delivery, addressed as follows: 

If to Buyer, to: 

If to Seller, to: 

The addresses so indicated for any party may be changed by similar written notice. 
Notices shall be deemed effective as of the date of their receipt, not as of the date of their 
delivery. 

(d) Counterparts. This Agreement may be executed in any number of counterparts, 
each of which shall be treated as an original (including telecopied or facsimile copied 
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counterparts of this Agreement containing signatures if the original of any such counterpart is 
delivered to the other parties hereto by overnight courier for receipt the next business day), but 
all of which, collectively, shall constitute a single instrument. 

(e) Severability. In the event that any one or more of the provisions contained in this 
Agreement or in any other Related Document shall, for any reason, be held to be invalid, illegal 
or unenforceable in any respect, such invalidity, illegality or unenforceability shall not affect any 
other provision of this Agreement or any Related Document. 

(f) Closing Costs. All sales, use, transfer or other taxes or fees attributable to the 
transfer of the Purchased Assets, as well as all charges for or in connection with recording of any 
document herein provided (collectively, “Closing Costs”) shall be the sole responsibility of, and 
paid by, Buyer. 

(g) No Prorations. Buyer and Seller agree that upon the Closing there shall be no 
proration of any charges related to the Business. The parties agree that all such charges shall be 
paid in accordance with the provisions of the Lease Agreement. 

(h) Captions. The captions in this Agreement are for convenience only and shall not 
be considered a part of or affect the construction or interpretation of any provision of this 
Agreement. 

(i) No Benefit to Third Parties. Except as specifically set forth or referred to herein, 
nothing in this Agreement is intended or shall be construed to confer upon or give to any person 
or corporation other than the parties hereto and their successors or permitted assigns, any rights 
or remedies under or by reason of this Agreement. 

(j) Governing Law. This Agreement shall be governed by and construed in 
accordance with the laws of the State of California. 

(k) Remedies. Except as expressly provided herein, the rights, obligations and 
remedies created by this Agreement and the Related Documents are cumulative and in addition 
to any other rights, obligations or remedies otherwise available at law or in equity 

(l) Amendments. This Agreement may not be amended, modified or altered except 
by a written instrument executed by all parties hereto. 

(m) Gender; Number. As used herein, the masculine, feminine or neuter gender, and 
the singular or plural number, shall each be deemed to include the others whenever the contents 
so indicate. 

(n) Attorneys’ Fees. Should any party be required to bring legal action (including 
arbitration) to enforce its rights under this Agreement, the prevailing party in such action shall be 
entitled to recover from the losing party its reasonable attorneys’ fees and costs in addition to any 
other relief to which it is entitled. 

(o) Interpretation. The language of this Agreement shall not be construed against any 
party, it being understood that all parties have participated in the negotiation and drafting of this 
Agreement. 

 [Signature Page Follows] 
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IN WITNESS WHEREOF, the parties have duly executed this Agreement as to the date 
first written above. 

“SELLER” , 
a(n)   

By:   
Name: 
Title:   

“BUYER” , 
a(n)   

By: 
Name: 
Title:   
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EXHIBIT A 

BILL OF SALE AND ASSIGNMENT 
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BILL OF SALE AND ASSIGNMENT OF ASSETS 

THIS BILL OF SALE AND ASSIGNMENT OF ASSETS is made and entered into as of 
the       day of  , 201_, by  , a  (the “Seller”). 

FOR GOOD AND VALUABLE CONSIDERATION, the receipt and sufficiency of 
which are hereby acknowledged, and as contemplated by that certain Asset Purchase Agreement 
dated   , 201 (the “Purchase Agreement”), by and between the Seller, and 

(“Buyer”), effective as of the Effective Time, the Seller hereby 
sells, assigns, and transfers to Buyer, all of the Seller’s right, title and interest in and to all of the 
Purchased Assets (as defined in the Purchase Agreement). 

The terms of the Purchase Agreement, including, but not limited to, the representations 
and warranties, covenants, agreements and all indemnities are incorporated herein by this 
reference. The Seller acknowledges and agrees that any representations, warranties, covenants, 
agreements and indemnities contained in the Purchase Agreement shall not be superseded hereby 
but shall remain in full force and effect to the fullest extent provided therein. In the event of any 
conflict or inconsistency between the terms of the Purchase Agreement and the terms hereof, the 
terms of the Purchase Agreement shall govern. 

IN WITNESS WHEREOF, the Seller has executed this Bill of Sale and Assignment of 
Assets as of the date first written above. 

“Seller” 

By: 
Name: 
Its:  

Acknowledged: 

By: 
Name: 
Its:  
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EXHIBIT B 

LEASE AGREEMENT 
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Schedule 1(a) 

Purchased Assets 
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Schedule 1(b)(v) 

Excluded Assets 



- 25 -571026370.3

Schedule 3 

Allocation of Purchase Price 
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Schedule 6(c)(i) 

Permitted Encumbrances 
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Schedule 6(c)(ii) 

Master Lease 

~ See Exhibit  to Lease Agreement ~ 
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If you buy this Franchise, your contact information may be disclosed to other buyers when you leave the Franchise 
system.

LIST OF FRANCHISEES AS OF JANUARY 31, 2023 

Address City State Zip Contact Corp Name Tel. No. 

1535 N. Higley Rd. Gilbert AZ 85234 Omar Mawas OTA329 Corporation (480) 648-1264

1220 S. 83rd Ave. Tolleson AZ 85353 Chrystalla C. 
Havadjias 

Thymari, Inc. (623) 232-2694

2800 W. Lincoln Ave Anaheim CA 92801 Rod Hakim Anaheim Food Service, Inc. (714) 826-6350

5544 California Avenue Bakersfield CA 93309 Michael 
Ledbetter 

Baker Foods, Inc. (661) 322-3600

2617 Haley St. Bakersfield CA 93305 Michael 
Ledbetter 

Haley Land Holdings, LLC (661) 871-5700

4920 Gosford Rd. Bakersfield CA 93313 Michael 
Ledbetter 

Gosford Land Holdings, 
LLC 

(661) 654-8300

14430 Merced Ave Baldwin Park CA 91706 Alex Rosales Alco Group, LLC (626) 856-1000

1538 Second Street 
Marketplace 

Beaumont CA 92223 Sam Fangary Via Veneto Corporation (951) 845-4414

18694 Valley Blvd Bloomington CA 92316 Sam Fangary Via Veneto Corporation (909) 873-5800

3356 South Riverside 
Ave 

Bloomington CA 92316 Sam Fangary Via Veneto Corporation (951) 248-1244

500 W. Lambert Rd Brea CA 92821 Joseph Sadek Geddo Corp. (951) 662-7369

6001 Lincoln Ave Buena Park CA 90620 Rod Hakim Anaheim Food Service, Inc. (714) 826-2280

3908 Mitchell Rd., Ceres CA 95307 Joseph Sadek Geddo Corp. (951) 662-7369

20810 Nordhoff St. Chatsworth CA 91311 Omar Mawas Aylaz, Inc. (714) 826-2280

13675 Central Ave Chino CA 91710 Dilip Bhavnani DNG Food Inc. (209) 531-2410

1625 E. 6th Street Corona CA 92879 Larry Farrugia LDF, Inc. (559) 299-0049

263 N. Lincoln Ave Corona CA 92882 Joseph Sadek Sanos LLC. (909) 548-4400

701 N. Grand Avenue Covina CA 91724 Michael 
Ledbetter 

Grand Land Holdings LLC (951) 520-0077

1333 E. Valley Parkway Escondido CA 92027 Omar Mawas The Masa Corporation (626) 858-5255

925 W. Mission Ave Escondido CA 92025 Andreas 
Andreou 

Elan, Inc. (951) 737-3411

16015 Sierra Lakes 
Pkwy. 

Fontana CA 92336 George Sadek Kings Food, Inc. (760) 738 6188

1446 N. Harbor Blvd. Fullerton CA 92835 Wesam Saad Felo LLC. (760) 739-0700

663 S. Placentia Ave. Fullerton CA 92831 Wesam Saad Wesam Saad and Amir 
Saad Shinoda 

(657) 217-2973

641 W. Redondo Blvd Gardena CA 90247 Leeza Brazier KAM Enterprises LLC (760) 844-3129

200 S. 12th Ave. Hanford CA 93230 Michael 
Philippou 

PhilCal III, Inc. (559) 583-9900

1201 S. Sanderson 
Ave. 

Hemet CA 92545 Sam Fangary Via Veneto Corporation (951) 658-8822

12727 Main Street Hesperia CA 92344 Lee Alvarez AARC Farms LLC (760) 956-5550

6962 Edinger Ave. Huntington 
Beach 

CA 92647 Dilip Bhavnani Shiva & Anita, Inc. (909) 392-0909

81959 Highway 111 Indio CA 92201 Elizabeth 
Floutsis 

Asimo Food Service, Inc. (760) 863-5050

17380 Red Hill Ave Irvine CA 92614 Emad & Gihan 
Wasif 

Wasif T&T Inc. (951) 316-1096

15662 Arrow Hwy Irwindale CA 91706 Sherry Lin CHS Food, Inc. (626) 337-6999

6600 Irwindale Ave Irwindale CA 91706 Sherry Lin Four Seasons Food, Inc. (626) 815 8899

602 S. Harbor Blvd La Habra CA 90631 Joseph Sadek Geddo Corp. (951) 662-7369
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If you buy this Franchise, your contact information may be disclosed to other buyers when you leave the Franchise 
system.

Address City State Zip Contact Corp Name Tel. No. 

23952 Avenida De La 
Carlotta 

Laguna Hills CA 92653 Luis Lucero Leading Our Future, LLC (949) 206-9900

18288 Collier Ave. Lake Elsinore CA 92530 Christaleni 
Havadjias 

Delectable Brands, LLC (951) 245-8885

43408 10th Street West Lancaster CA 93534 Sherry Lin P&L Foods, Inc. (661) 723-8800

2312 Kettleman Lane Lodi CA 95242 Joseph Sadek Store 1088 (209) 367-8641

5519 Hollywood Blvd. Los Angeles CA 90028 Omar Mawas Fast Casual Empire Inc. (213) 228-8999

726 S. Alameda St. Los Angeles CA 90021 Dennis Smith DRS Electric (323) 466-0073

10966 Prescott Rd Modesto CA 95350 Rafael Armenta 
Sr. & Jr. 

Del Rio Foods, Inc. (209) 408-0735

10966 Central Ave Montclair CA 91763 Andriana 
Bonorris 

Athina Foods, Inc. (909) 287-1999

15991 Perris Blvd Moreno 
Valley 

CA 92551 Eleni Margaritas Iris & Perris Moreno, Inc. (951) 505-2650

28180 Clinton Keith 
Road, Building F 

Murrieta CA 92563 Jeff Barnes JSJ Foods, Inc. (951) 304-9400

41300 Kalmia Street Murrieta CA 92562 Jeff Barnes JSJ Foods, Inc. (951) 304-9400

9010 Reseda Blvd Northridge CA 91324 Omar Mawas Aylaz, Inc. (818) 882 7888

1220 N. Batavia St. Orange CA 92866 Joseph Sadek Geddo Corp. (714) 771-2343

2790 N. Garey Avenue Pomona CA 91767 Dilip Bhavnani Shiva Fast Foods, Inc. (909) 392-0909

625 Rio Rancho Rd Pomona CA 91766 Maria McGarrell Maro LLC (909) 622-7929

11499 Foothill Blvd Rancho 
Cucamonga

CA 91729 Elizabeth 
Floutsis 

Roxi Food Service, Inc. (909) 987-6100

27471 San Bernardino 
Ave. 

Redlands CA 92374 Elizabeth 
Floutsis 

Mina Food Services, LLC (909) 793-0333

1310 W. Baseline Rd Rialto CA 92376 Nick Georgiou Kaliston Foods, Inc. (909) 873-9900

2453 Claribel Rd. Riverbank CA 95367 Joseph Sadek Kings Food, Inc. (209) 869-2575

2901 Iowa Avenue Riverside CA 92507 Maria McGarrell Romac LLC (951) 637-2464

3303 Madison St. Riverside CA 92504 Peter Rizk Cyber Food Inc. (951) 782-9003

3883 Pierce Riverside CA 92503 Mo and Sam M&S Food Enterprise, Inc. (951) 351-9700

3735 Valley Way Rubidoux CA 92509 Jeff Barnes JSJ Foods, Inc. (951) 681-6800

1766 W. Kendall Drive San 
Bernardino 

CA 92407 Sam Fangary Via Veneto Corporation (909) 473-1717

13220 E. Imperial Hwy. Santa Fe 
Springs 

CA 90670 Samit Patel & 
Umesh Patel 

Yogi Pramukh Urk 
Management, LLC 

(562) 404-5599

1057 Academy Dr. Thousand 
Oaks 

CA 91320 Omar Mawas Fast Casual Empire, Inc. (805) 480-0500

1197 E. Prosperity Tulare CA 93274 Michael 
Philippou 

PhilCal II, Inc. (909) 920-9777

2530 W. Tuolumne Rd. Turlock CA 95380 Rafael and 
Rene Armenta

Del Rio Foods, Inc. (209) 297-3073

1170 W. Foothill Blvd. Upland CA 91787 Andriana or Paul 
Bonorris 

Argos Food Services, Inc. (760) 952-1919

12916 Hesperia Rd. Victorville CA 92392 Peter Philippou PhilCal, Inc (760) 951-7799

14280 Bear Valley Rd Victorville CA 92392 Lee Alvarez AARC Farms LLC (760) 243-4844

15617 Roy Rogers Dr., 
Suite 301 

Victorville CA 92394 Lee Alvarez AARC Farms LLC (909) 790-7768
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Address City State Zip Contact Corp Name Tel. No. 

30625 Benton Road Winchester CA 92596 Andreas D. 
Havadjias 

Mycenaean Heir, LLC (951) 926-5100

32711 Yucaipa Blvd. Yucaipa CA 92399 Tomas Saucedo J A  Jaimes, LLC (909) 392-0909

2341 N. Las Vegas 
Blvd. 

Las Vegas NV 89030 Jimmy Philippou Nevada Phil 2, Inc. (702) 675-7555

4450 N. Lamb Blvd. Las Vegas NV 89115 Jimmy Philippou Nevada Phil 1, Inc. (702) 434-0100

5847 S. Decatur Blvd. Las Vegas NV 89118 Sam Fangary Via Veneto Corporation (702) 871-8500

5955 S. Eastern Ave. Las Vegas NV 89119 Sam Fangary Via Veneto Corporation (702) 262-6221

Franchise Agreements Signed For Restaurants That Are Not Yet Operational 

None 
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EXHIBIT J TO FDD 

LIST OF CORPORATE & AFFILIATES AS OF  
JANUARY 31, 2023 

STORE
# 

CORP & AFFILIATES PHONE ADDRESS CITY ST ZIP 

3002 Anaheim - E. La Palma Ave. (714) 993-0990 4150 E. La Palma Ave. Anaheim CA 92807 
3104 Chino - Kimball Ave. (909) 248-4934 7031 Kimball Ave. Chino CA 91708 

1056 Clovis - W. Herndon Ave. (559) 299-0049 745 W. Herndon Clovis CA 93612 

2083 Commerce - Telegraph Rd. (323) 727-5000 6315 Telegraph Commerce CA 90040 

2048 Eastvale - Limonite Ave. (951) 685-9200 12545 Limonite Ave. Eastvale CA 91752 

1063 El Centro - Cruickshank Dr. (760) 336-0227 1532 Cruickshank Dr. El Centro CA 92243 

2079 El Segundo - E. El Segundo 
Blvd. 

(310) 648-7850 2161 E. El Segundo Blvd El Segundo CA 90245 

3087 Fontana - E. Foothill Blvd. (909) 429-3200 14505 Foothill Blvd. Fontana CA 92335 

3007 Fontana - Slover Ave. (909) 822-2300 14522 Slover Ave Fontana CA 92337 

2065 Highland - W. 5th St. (909) 862-6900 27250 5th St. Highland CA 92346 

1008 Loma Linda - Mountain View 
Ave. 

(909) 799-6714 10475 Mountain View 
Ave 

Loma Linda CA 92354 

3012 Mira Loma - Etiwanda Ave. (951) 685-3000 4020 Etiwanda Ave Mira Loma CA 91752 

1003 Moreno Valley - Pigeon Pass 
Rd. 

(951) 924-9117 12240 Pigeon Pass Rd Moreno Valley CA 92557 

3005 Ontario - E. Francis St. (909) 923-6885 1190 E. Francis St. Ontario CA 91761 

3010 Ontario - S. Etiwanda Ave. (909) 390-1199 1380 Etiwanda Ave Ontario CA 91761 
2027 Ontario - S. Haven St. (909) 923-4700 2180 So. Haven St. Ontario CA 91761 

3006 Ontario - S. Milliken Ave. (909) 390-7160 54 S. Milliken Ave Ontario CA 91761 

3001 Perris - Ramona Expwy. (951) 657-8250 145 Ramona Expwy Perris CA 92571 

3012 Mira Loma - Etiwanda Ave. (951) 399-2661 23190 Cajalco 
Expressway 

Perris CA 92570 

3004 Riverside - Van Buren Blvd. (951) 789-9080 16880 Van Buren Blvd. Riverside CA 92504 

1052 Riverside - E. Alessandro 
Blvd. 

(951) 656-6666 2000 E. Alessandro Blvd. Riverside CA 92508 

1107 Riverside - Van Buren & 
Orange Terrace 

(951) 801-5448 20631 Van Buren Blvd. Riverside CA 92504 

2009 Riverside - University Ave. (951) 680-0900 3400 University Ave Riverside CA 92501 

2025 San Jacinto - S. State St. (951) 487-2946 1385 So. State San Jacinto CA 92583 

2030 Santa Ana - E. 17th St. (714) 954-0750 2205 E. 17th Street Santa Ana CA 92705 
1011 Temecula - Winchester Rd. (951) 296-0220 41700 Winchester Rd Temecula CA 92590 

2017 Walnut - S. Brea Canyon Rd. (909) 444 6800 810 S. Brea Canyon Rd Walnut CA 91789 

3016 Henderson - St. Rose 
Parkway 

(702) 623-5648 3431 St. Rose Parkway Henderson NV 89052 

2096 Henderson - N. Stephanie 
St. 

(702) 834-8471 85 N. Stephanie St. Henderson NV 89074 

2084 Las Vegas - W. Charleston 
Blvd. 

(702) 545-0870 4833 W. Charleston Blvd.Las Vegas NV 89146 

2089 Las Vegas - S. Rainbow 
Blvd. 

(702) 462-9824 7010 S. Rainbow Blvd. Las Vegas NV 89118 
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If you buy this Franchise, your contact information may be disclosed to other buyers when you leave the Franchise 
system.

FORMER FRANCHISEES AS OF JANUARY 31, 2023 

FORMER FRANCHISEES 

Millie Dhillon 
1180 Glendale Road 
Upland, CA 91784 
(626) 484-4378 

Quadruple Kelly, Inc. 
Kevin & Megan Kelly  
PO Box 1178 
Lake Arrowhead, CA 92352 
(949) 413-5870 

Alipour, Inc. 
Ali Alipour 
690 S. Andover Drive 
Anaheim, CA 92807 
(951) 733-4290 

PSD Corporation 
Paresh Patel 
6225 Mulan Street 
Corona, CA 92880 
(562) 715-7524 

Vimal Bhanvadia 
1088 Golden Rod Court 
Rancho Cucamonga, CA 91701 
(909) 800-1959 
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THE UNAUDITED FINANCIAL STATEMENTS ARE PREPARED WITHOUT AN AUDIT.  
PROSPECTIVE FRANCHISEES OR SELLERS OF FRANCHISES SHOULD BE ADVISED THAT NO 
CERTIFIED PUBLIC ACCOUNTANT HAD AUDITED THESE FIGURES OR EXPRESSED HIS/HER 

OPINION WITH REGARD TO THE CONTENT OR FORM 



 5:30 PM

 08/08/23

 Accrual Basis

 Farmer Boys Franchising Co.

 Balance Sheet
 As of July 16, 2023

Jul 16, 23

ASSETS

Current Assets

Checking/Savings

10001 · Checking

10050 · Checking - Franchising Co CBT 1,516,876.09

10410 · Checking - Advertising CBT 122,527.37

Total 10001 · Checking 1,639,403.46

Total Checking/Savings 1,639,403.46

Accounts Receivable

10500 · Accounts Receivable 1,393,909.96

10505 · A/R - Ad Fund - Other 85,237.45

10510 · Accounts Receivable - Royalty 208,360.34

10515 · Accounts Receivable - Ad Fund 699,930.49

Total Accounts Receivable 2,387,438.24

Other Current Assets

10700 · Employee Advances 4,500.00

10800 · Inventory

10808 · Inventory - Corporate 21,435.48

10814 · Inventory - Marketing 26,392.85

Total 10800 · Inventory 47,828.33

10909 · Change Fund Corporate 5,291.67

12560 · Franchisee Loan Rec Leeza - ST 6,774.22

12580 · Franchisee Loan Rec Omar - ST 49,315.70

12590 · Loan - HK 1,450,000.00

12600 · Prepaid Expenses

12602 · Prepaid Rent

12632 · Prepaid Rent - Corporate -79,421.80

12633 · Prepaid Rent - Subleases 103,395.04

Total 12602 · Prepaid Rent 23,973.24

12610 · Prepaid Advertising Fund 283,666.26

12613 · Prepaid Insurance

12614 · Prpd Ins - Commercial Package 43,500.37

12615 · Prpd Ins - Directors & Officer 7,162.67

12617 · Prpd Ins - Umbrella 258.35

12618 · Prpd Ins - Auto 2,841.99

12624 · Prpd Ins - Trade Name Restorati 2,043.51

Total 12613 · Prepaid Insurance 55,806.89

12619 · Prpd Ins - Other Prepaid Exp. 22,250.36

12645 · Prepaid Real Estate Mgmt Fee 9,250.00

12600 · Prepaid Expenses - Other 205,307.69

Total 12600 · Prepaid Expenses 600,254.44

Total Other Current Assets 2,163,964.36

Total Current Assets 6,190,806.06

Fixed Assets

11512 · Building 4,595.00

 Page 1 of 3



 5:30 PM

 08/08/23

 Accrual Basis

 Farmer Boys Franchising Co.

 Balance Sheet
 As of July 16, 2023

Jul 16, 23

11600 · Construction in Progress

11608 · CIP - Corporate 205,167.56

11622 · Henderson - Rose Pkwy 8,475.00

Total 11600 · Construction in Progress 213,642.56

11701 · Furniture and Fixtures 74,214.73

11801 · Leasehold Improvements 91,692.98

11901 · Machinery & Equipment 57,721.90

12001 · Office Equipment 39,318.46

12101 · Vehicles 158,760.09

12151 · Computer Software 102,391.00

12210 · Accumulated Depreciation -440,657.24

Total Fixed Assets 301,679.48

Other Assets

12300 · Deferred Income Tax 258,012.63

12400 · Prepaid Income Tax 64,415.96

12700 · Franchise Cost 88,000.00

12900 · Accumulated Amortization -88,000.00

13000 · Security Deposits Asset -104,666.67

13580 · Franchisee Loan Rec Omar - LT 5,727.48

13590 · Loan - FBF LLC 435,158.45

13595 · Accrued Interest Receivable 5,158.45

Total Other Assets 663,806.30

TOTAL ASSETS 7,156,291.84

LIABILITIES & EQUITY

Liabilities

Current Liabilities

Accounts Payable

20000 · Accounts Payable

20010 · AP - FranCo 1,475,210.33

20012 · AP - Ad Fund 1,251,420.05

Total 20000 · Accounts Payable 2,726,630.38

Total Accounts Payable 2,726,630.38

Credit Cards

20259 · Credit Card Clearing - Amex 24,977.25

Total Credit Cards 24,977.25

Other Current Liabilities

20100 · Gift Cards

20109 · Gift Cards Redeemed - Ad Fund -240,028.38

20158 · Gift Cards Issued - Ad Fund 226,447.38

Total 20100 · Gift Cards -13,581.00

20210 · Loma Linda Fundraiser Liability 4,044.15

20300 · Deferred Franchise Fee Liab 570,693.93

20375 · Deferred Rent Liability - ST -148,938.74

20385 · Deferred Rent Income - ST 161,917.56

20400 · Other Accrued Expenses

 Page 2 of 3



 5:30 PM

 08/08/23

 Accrual Basis

 Farmer Boys Franchising Co.

 Balance Sheet
 As of July 16, 2023

Jul 16, 23

20410 · Other Accrd Exp Property Taxes 20,770.95

20411 · Other Accrd Exp MISC 121,134.54

20400 · Other Accrued Expenses - Other 23,814.00

Total 20400 · Other Accrued Expenses 165,719.49

20450 · Accrued Utility Expense 4,587.28

20500 · Accrued Payroll

20501 · Accrued Wages 192.25

20506 · Accrued Workman's Comp - CA 0.05

20509 · Accrued Vacation 158,478.39

20525 · Accrued Wage Discretionary 68,591.89

21100 · Payroll Liabilities 121,263.34

Total 20500 · Accrued Payroll 348,525.92

21000 · Appropriated Advertising Fees -201,179.11

21200 · Accrued License Fees (H Spirit) 358,485.78

21210 · Accrued License Fees (MHCGD) 27,960.79

21220 · Accrued License Fees (Refresh) 7,783.81

Total Other Current Liabilities 1,286,019.86

Total Current Liabilities 4,037,627.49

Long Term Liabilities

21600 · Security Dep-Sublease LT 179,566.72

21800 · Deferred Rent Liability - LT 1,687,767.68

21850 · Deferred Rent Income - LT -1,621,291.23

Total Long Term Liabilities 246,043.17

Total Liabilities 4,283,670.66

Equity

30175 · Addl Paid in Capital - Spinoff 949,418.12

30200 · Capital Stock 2,000.00

32000 · *Retained Earnings 598,662.48

Net Income 1,322,540.58

Total Equity 2,872,621.18

TOTAL LIABILITIES & EQUITY 7,156,291.84
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 Farmer Boys Franchising Co.

 Profit & Loss
 January 30 through July 16, 2023

Jan 30 - Jul 16, 23

Ordinary Income/Expense

Income

40400 · Royalty Income 5,134,874.34

40500 · Transfer Fee Income 30,750.00

40800 · Consulting Agreement Income 155,772.00

Total Income 5,321,396.34

Gross Profit 5,321,396.34

Expense

60050 · Accounting Services 18,816.00

60200 · Appropriations -3,232,796.16

60300 · Auto Expense 9,605.11

60500 · Bank Service Charges 1,680.00

60600 · Board of Directors Expense 2,805.90

60800 · Business Licenses and Permits 90.00

61000 · Computer and Internet Expenses 67,469.77

61100 · Consulting/Legal 146,653.99

61200 · Contract Services 186,178.19

61225 · Contract Svcs - Related Parties 24,612.00

61300 · Contributions 854.19

61500 · Deferred Rent -3,323.10

61600 · Depreciation Expense 13,623.24

61700 · Dues & Subscriptions 454.38

61800 · Employee Morale 28,198.97

61950 · Fines & Fees 240.00

62000 · Insurance Expense

62002 · General Liability Insurance 17,600.99

62003 · Restaurant Recovery Insurance 1,164.84

62005 · Umbrella Insurance 233.11

Total 62000 · Insurance Expense 18,998.94

62300 · License Fee Exp (H Spirit, LLC) 2,362,042.20

62310 · License Fee Exp (MHCGD Concept) 179,720.60

62320 · License Fee Exp (Refresh, LLC) 51,348.74

62350 · Meals 12,597.87

62400 · Meetings & Conferences 32,388.10

62500 · Miscellaneous 13,294.02

62600 · Office Supplies 6,371.04

62800 · Parking 7,685.00

62900 · Payroll

62901 · Salary 1,467,558.78

62904 · Wage Discretionary Expense 71,954.78

62905 · Vacation Expense -18,633.08

62906 · Payroll Taxes 110,433.76

62907 · Health Insurance Expense 37,102.66

62908 · Workman's Comp Expense 18,015.66

62910 · Payroll Allocation 280.31
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 Farmer Boys Franchising Co.

 Profit & Loss
 January 30 through July 16, 2023

Jan 30 - Jul 16, 23

62915 · Payroll - Other 0.00

Total 62900 · Payroll 1,686,712.87

63000 · Postage 5,891.11

63400 · Recruiting 645.90

63450 · Property Tax 3,338.15

63500 · Rent Expense 1,089,427.20

63550 · Rental Income -1,056,078.44

63600 · Rent -CAM -1,979.86

63800 · Repairs and Maintenance 25,039.95

63900 · Research & Development 3,008.73

64100 · Supplies 13,386.85

64200 · Telephone Expense

64201 · Office Telephone 6,680.35

64202 · Cellular Phones 20,367.98

Total 64200 · Telephone Expense 27,048.33

64400 · Training 14,196.76

64450 · NRO - New Rest. Opening 61,879.39

64500 · Travel 68,528.74

64600 · Uniforms 4,089.38

64700 · Utilities 9,431.28

64900 · Bad Debt 318.52

65000 · Marketing

65001 · Local Support Advertising 34,885.80

65003 · LSM materials 2,003.01

65004 · Local - Other 50.00

65100 · Production

65101 · Out of Home 1,890.34

65102 · TV 205,627.75

65103 · Point of Sale (system POP) 128,412.68

65106 · Production - Other 14,753.30

65108 · Test Market POP 16,896.41

65111 · Loma Linda Fundraiser 4,437.63

Total 65100 · Production 372,018.11

65200 · Media

65201 · Out of Home 63,492.16

65202 · TV 1,720,347.03

65206 · Digital/Pandora 28,560.00

65207 · Yelp 15,100.00

65208 · Social Media 86,262.44

65210 · Public Relations 35,000.00

65211 · Media - Other 282.46

Total 65200 · Media 1,949,044.09

65300 · Brand Development/Research

65301 · Store Surveys/Mystery Shop 26,360.00

65302 · Research & Development 38.66
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 Farmer Boys Franchising Co.

 Profit & Loss
 January 30 through July 16, 2023

Jan 30 - Jul 16, 23

65303 · Market Research 102,652.35

65305 · Website - Maintenance 15,000.00

65306 · Healthy Dining 1,455.75

65307 · Agency Retainer/Bonus 270,450.00

65309 · Punchh - Rollout Fees 30,126.51

65311 · Contests/Incentives 1,845.35

65312 · Agency - Out of Scope Fees 7,254.36

Total 65300 · Brand Development/Research 455,182.98

Total 65000 · Marketing 2,813,183.99

69800 · *Uncategorized Expenses 0.00

Total Expense 4,717,677.84

Net Ordinary Income 603,718.50

Other Income/Expense

Other Income

70100 · Interest Income 8,280.84

70200 · Other Income 75.00

Total Other Income 8,355.84

Other Expense

80200 · Tax-State -600.97

Total Other Expense -600.97

Net Other Income 8,956.81

Net Income 612,675.31
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Independent Auditors' Report 

To the Board of Directors of 
Farmer Boys Franchising Co. 

Qualified Opinion 

We have audited the financial statements of Farmer Boys Franchising Co. (the Company), which comprise 
the balance sheet as of January 29, 2023, and the related statement of income, changes in stockholders' 
equity and cash flows for the year then ended, and the related notes to the financial statements. 

In our opinion, except for the matter described in the Basis for Qualified Opinion section of our report,  
the accompanying financial statements present fairly, in all material respects, the financial position of the 
Company as of January 29, 2023, and the results of its operations and its cash flows for the year then  
ended in accordance with accounting principles generally accepted in the United States of America. 

Basis for Qualified Opinion 

As discussed in Note 3, the Company has recorded expenses related to operating leases on a straight-line 
basis and recorded a liability for differences between straight-line expenses and amounts paid as a deferred 
liability. Generally accepted accounting principles in the United States of America (US GAAP) requires leases 
that represent the Company's right to use an underlying asset be recognized as a right-of-use asset and 
lease liability at net present value on the commencement date of the lease and amortized over the lease term. 
The effect of not recognizing a right-of-use asset and lease liability for such leases in accordance with U.S. 
GAAP cannot be determined at this time. 

We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America (GAAS). Our responsibilities under those standards are further described in the Auditors' 
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 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 
financial statements that are free from material misstatement, whether due to fraud or error. 

In preparing the 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 within one year after the date that the financial statements are available to be issued.
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Auditors' Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free 
from material misstatement, whether due to fraud or error, and to issue an auditors' 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 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 
financial statements. 

In performing an audit in accordance with GAAS, we: 

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

 Identify and assess the risks of material misstatement of the 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
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. 

Los Angeles, California 
July 14, 2023 



Assets

Current Assets
Cash and cash equivalents 2,717,610$        
Accounts receivable, net 1,716,245          
Accounts receivable, related parties 248                    
Accounts receivable, affiliate 844,238             
Inventory 41,337               
Prepaid expenses 131,139             
Current portion of notes receivable 78,926               

Total current assets 5,529,743          

Property and Equipment, Net 253,503             

Other Assets
Deferred tax assets 258,013             
Notes receivable, net of current portion 456,331             
Deposits 11,583               

Total other assets 725,927             

Total assets 6,509,173$        

Farmer Boys Franchising Co.
Balance Sheet
January 29, 2023

See notes to financial statements
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Farmer Boys Franchising Co.
Balance Sheet
January 29, 2023

Liabilities and Stockholders' Equity

Current Liabilities
Accounts payable 1,632,546$        
Accounts payable, related parties 10,915               
Accounts payable, affiliate 398,084             
Accrued expenses 1,399,641          
Current portion of deferred franchise fees 44,672               

Total current liabilities 3,485,858          

Deferred Franchise Fees, Net of Current Portion 501,022             

Deferred Rent 82,779               

Deposits, Sublease 179,567             

Total liabilities 4,249,226          

Stockholders' Equity
Common stock, $2.00 stated value 100,000,000 shares authorized, 1,000 shares 2,000                 

issued and outstanding
Additional paid-in capital 949,426             
Retained earnings 1,308,521          

Total stockholders' equity 2,259,947          

Total liabilities and stockholders' equity 6,509,173$        

See notes to financial statements
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Revenues
Royalty fee revenue 10,541,499$      
Ad fund revenue 6,715,273          
Consulting revenue 337,506             
Franchise fee revenue 132,697             
Transfer fee revenue 22,000               

Total revenues 17,748,975        

Operating Expenses
Selling, general and administrative expenses 10,151,989        
Ad fund expenses 6,715,273          

Total operating expenses 16,867,262        

Income from operations 881,713             

Other Income (Expense)
Interest income 19,379               

Other expense (379,631)           

Total other income (expense) (360,252)           

Income before income tax expense 521,461             

Provision for Income Taxes 85,298               

Net income 436,163$           

Farmer Boys Franchising Co.
Statement of Income
Year Ended January 29, 2023

See notes to financial statements
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Additional Retained 
Shares Amount Paid-in Capital Earnings Total

Balance, January 30, 2022 1,000                2,000$              949,426$          872,358$          1,823,784$       

Net income -                        -                        -                        436,163            436,163            

Balance, January 29, 2023 1,000                2,000$              949,426$          1,308,521$       2,259,947$       

Common Stock

Farmer Boys Franchising Co.
Statement of Stockholders' Equity
Year Ended January 29, 2023

See notes to financial statements
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Cash Flows From Operating Activities
Net income 436,163$           
Adjustments to reconcile net income to net cash used in operating activities:

Depreciation and amortization 29,735               
Deferred income taxes 45,776               
Deferred rent (4,578)               
(Increase) decrease in:

Accounts receivable (1,321,640)        
Accounts receivable, related parties 6,784                 
Accounts receivable, affiliates (680,215)           
Inventory (12,921)             
Prepaid expenses 341,662             
Deposits 7,417                 

Increase (decrease) in:
Accounts payable 1,210,679          
Accounts payable, related parties (1,584,016)        
Accounts payable, affiliates 326,171             
Accrued expenses 321,550             
Deferred franchise fees 69,803               

Net cash used in operating activities (807,630)           

Cash Flows From Investing Activities
Purchase of equipment (97,062)             
Issuance of notes receivable (430,000)           
Payments on notes receivable, net 100,054             

Net cash used in investing activities (427,008)           

Net decrease in cash (1,234,638)        

Cash, Beginning 3,952,248          

Cash, Ending 2,717,610$        

Farmer Boys Franchising Co.
Statement of Cash Flows
Year Ended January 29, 2023

See notes to financial statements
7



Farmer Boys Franchising Co. 
Notes to Financial Statements 
January 29, 2023 
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1. Business Activity 

Farmer Boys Franchising Co. (the Company) was incorporated in the State of California on November 14, 
2019. The Company is organized for the purpose of granting Farmer Boys restaurant franchises using the 
FARMER BOYS® System. The Company grants franchise licenses to its franchisees throughout 
Southern and Central California, the Las Vegas metropolitan area in Nevada, and the Phoenix 
metropolitan area in Arizona. At January 29, 2023, the Company had 102 franchised restaurants. 

 
2. Significant Accounting Policies 

Cash and Cash Equivalents 

The Company considers all investments in highly liquid instruments, purchased with maturity of three 
months or less, to be cash equivalents. The Company maintains cash deposits with federally insured 
financial institutions that may at times exceed federally insured limits. The Company has not incurred 
any losses from such accounts, and management considers the risk to be minimal. At January 29, 
2023 the Company had no cash equivalents. 

Fiscal Year 

The Company follows a 52-/53-week fiscal reporting calendar ending on the last Sunday of January. 
A 52-week fiscal year consists of three 12-week quarters and one 16-week quarter; a 53-week fiscal 
year reports an extra week in the last quarter. The year ending consists of 53 weeks. 

Receivables and Credit Policy 

Accounts receivable are stated net of an allowance for doubtful accounts. The Company estimates 
the allowance based on an analysis of specific customers and franchisees, taking into consideration 
the age of past due accounts and an assessment of the customer's or franchisee's ability to pay. 
Accounts are considered past due or delinquent based on contractual terms and how recently 
payments have been received. Account balances are written off against the allowance after all means 
of collection have been exhausted and the potential for recovery is considered remote. Management 
has determined that all receivables are fully collectible and, accordingly, no allowance for doubtful 
accounts has been made. 

Notes receivable represent amounts from uncollateralized customer obligations due under extended 
payments terms exceeding one year. The notes carry interest rates varying from 3.00% - 5.25%, with 
payments applied first to unpaid interest balances and any remainder to the principal balance. The 
Company evaluates the collectability of the balances based upon historical experience and the 
specific circumstances of individual notes, with an allowance for uncollectible amounts being provided 
if necessary. 

Inventory 

Inventory is stated at the lower of cost, determined on a first-in, first-out basis, or net realizable value. 

Property and Equipment 

Property and equipment are recorded at cost. Expenditures for renewals and improvements that 
significantly add to the productive capacity or extend the useful life of an asset are capitalized. 
Expenditures for maintenance and repairs are charged to expense. When equipment is retired or 
sold, the cost and related accumulated depreciation are eliminated from the accounts and the 
resultant gain or loss is reflected in income. 



Farmer Boys Franchising Co. 
Notes to Financial Statements 
January 29, 2023 
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Depreciation is provided using the straight-line method, based on useful lives of the assets which 
range from 5 to 20 years. 

The Company reviews the carrying value of property and equipment for impairment whenever events 
and circumstances indicate that the carrying value of an asset may not be recoverable from the 
estimated future cash flows expected to result from its use and eventual disposition. In cases where 
undiscounted expected future cash flows are less than the carrying value, an impairment loss is 
recognized equal to an amount by which the carrying value exceeds the fair value of assets. The 
factors considered by management in performing this assessment include current operating results, 
trends and prospects, the manner in which the property is used, and the effects of obsolescence, 
demand, competition and other economic factors. Based on this assessment there was no 
impairment at January 29, 2023. 

Franchise Development 

The Company's franchise development represents expenses paid in advance for the development of 
franchise locations that will be reimbursed by the franchisees once a franchisee has signed a 
franchise agreement for these locations. As of January 29, 2023, the Company reported franchise 
development assets of $10,483 which is included in prepaid expenses on the accompanying balance 
sheet. 

Franchise Operations 

The Company grants franchises to investors under franchise agreements for 20-year terms  
(and includes two options to extend the terms of the agreement each for an additional ten years)  
to operate Farmer Boys restaurants in specific locations. Upon the signing of the Franchise 
Agreement, the Company receives $45,000 for a new franchisee or $25,000 for an existing 
franchisee, as a franchise fee for each franchise license granted. These payments are half 
recognized as income when the restaurant opens with the remaining franchise fee to be  
recognized over the life of the franchise agreement. 

Deferred Vendor Incentive 

The Company accounts for vendor incentive proceeds received on a straight-line basis over the terms 
of the related vendor agreement. The Company evaluates the release of funds at the end of each 
year of the agreement, based on actual results. As of January 29, 2023, the Company did not report 
any deferred vendor incentives. 

Deferred Rent 

The Company accounts for lease expenses on a straight-line basis over the terms of the related 
leases. This accounting generally results in a deferred liability recorded on the balance sheet. As of 
January 29, 2023, the Company reported a deferred liability of $82,779 on the accompanying balance 
sheet. 

The Company did not adopt Financial Accounting Standards Update (ASU) 2016-02, Leases (Topic 
842). This departure from U.S. Generally Accepted Accounting Principles (U.S. GAAP) is further 
discussed in Note 3. 
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Income Taxes 

Income taxes are provided for the tax effects of transactions reporting in the financial statements and 
consist of taxes currently due plus deferred taxes related primarily to differences between the basis of 
property and equipment, and accrued expenses for financial and income tax reporting. The deferred 
tax assets and liabilities represent the future tax return consequences of those differences, which will 
either be taxable or deductible when the assets and liabilities are recovered or settled. Deferred tax 
assets are reduced by a valuation allowance when, in the opinion of management, it is more likely 
than not that some portion or all of the deferred tax assets will not be realized. 

The Company evaluates its tax positions that have been taken or are expected to be taken on income 
tax returns to determine if an accrual is necessary for uncertain tax positions. As of January 29, 2023, 
the unrecognized tax benefits accrual was zero. The Company will recognize future accrued interest 
and penalties related to unrecognized tax benefits in income tax expense if incurred. 

Revenue Recognition 

Franchise fee revenue is recognized when the Company has performed the performance obligations 
to the franchisee, per the Franchise Agreement. The Company executes Franchise Agreements that 
set the terms of its arrangement with each franchisee. The Franchise Agreements may require the 
franchisee to pay initial, nonrefundable franchise fees ranging from $25,000 to $45,000 for the use of 
the Farmer Boys name for a term of 20 years with renewal options. The franchise fees are 
nonrefundable and generally due upon signing of the Franchise Agreement. As of February 1, 2021, 
franchise fee revenue from the sale of individual franchises is partly recognized over the term of the 
individual Franchise Agreement and partly upon distinct pre-opening performance obligations being 
satisfied. Unamortized nonrefundable fees collected in relation to the sale of franchises is recorded as 
deferred franchise fee revenue. Subject to the Company's approval and payment of a renewal fee, a 
franchisee may generally renew its agreement upon its expiration. In the event a franchisee does not 
comply with their development timeline for opening restaurants, the franchise rights may be 
terminated, and franchise fee revenue is recognized for nonrefundable deposits. Initial and renewal 
fees included in revenues for the year ended January 29, 2023 were $154,697. 

Franchise royalties are recognized weekly and for the year ended January 29, 2023 amounted to 
$10,541,499. 

The Company has an advertising fund (the Fund) for the creation and development of promotional 
marketing, advertising, public relations and related programs and materials for franchisees. Each of 
the franchise locations is required to remit a weekly advertising fee at rates determined by their 
individual agreements. Any units operated by Andrew's Sons, Inc., an affiliated corporation, make 
advertising contributions on a discretionary basis determined annually. The use of amounts received 
is restricted to promotional marketing, advertising and public relations services for the Farmer Boys 
brand. The Company has complete discretion over the usage of the funds. The Fund is accounted for 
separately from the Company's other funds and is not used to pay any of the Company's general 
operating expenses, except for reasonable salaries, administrative costs, travel expenses and 
overhead that is spent on activities administering the Fund and its programs. Advertising fund 
revenue for the year ended January 29, 2023 amounted to $6,715,273. No management or 
administrative fees were charged to the Fund during the year ended January 29, 2023. Amounts 
received by the Fund are reported as a liability and held for future use and are included in accrued 
expenses on the accompanying balance sheet. 

Use of Estimates 

The preparation of the financial statements in conformity with Generally Accepted Accounting 
Principles (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 expenses during the reporting period. Actual results 
could differ from those estimates. 
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Advertising Costs 

The Company expenses advertising costs as incurred. Advertising expense was $6,715,273 for the 
year ended January 29, 2023. 

Fair Value of Financial Instruments 

In accordance with Accounting Standards Codification (ASC) 825-10-50, Disclosures about Fair 
Value of Financial Instruments, the Company calculates the fair value of its assets and liabilities 
which qualify as financial instruments under this standard and includes this additional information in 
the notes to the financial statements when the fair value is different from the carrying value of those 
financial instruments. The Company's financial instruments consist primarily of cash and cash 
equivalents, accounts receivable, deferred development and franchise fees, accounts payable and 
accrued expenses. The carrying amounts of these assets and liabilities approximate fair value due to 
their short-term nature or underlying terms. 

Subsequent Events 

The Company has evaluated subsequent events through July 14, 2023, the date that the financial 
statements were available to be issued. 

 
3. Departure from U.S. GAAP 

The Company has recorded expenses related to operating leases on a straight-line basis and recorded a 
liability for differences between straight-line expenses and amounts paid as a deferred liability. In 
accordance with (ASU) 2016-02, Leases (Topic 842), U.S. GAAP requires leases that represent the 
Company's right to use an underlying asset be recognized as a right-of-use asset and lease liability at net 
present value on the commencement date of the lease and amortized over the lease term.  

 
4. Franchised Locations 

Open Restaurants 

As of January 29, 2023, the Company has 83 stores open and owned by independent franchisees,  
12 stores open and owned by Farmer Boys Food, Inc. and 7 stores open and owned by an affiliate. 

Unopened Restaurants 

As of January 29, 2023, there are 3 restaurant locations which had provided the initial deposit as of 
January 29, 2023 and is still not operational. Management does not believe services related to the 
restaurant are substantially performed and consequently, deferred franchise fee income remains for 
this restaurant in the amount of $67,500 as of January 30, 2023.  
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5. Note Receivable 

As of January 29, 2023, notes receivable consisted of the following: 

Note receivable, receivable in monthly principal and interest of 
$4,265 plus interest at Prime (7.5% as of January 29, 2023) 
plus 1.00%. Note matures June 2024.  $ 70,489 

Note receivable, receivable in monthly principal and interest of 
$5,065 plus interest at Prime (7.5% as of January 29, 2023) 
plus 2%. Note matures July 2023.   29,610 

Note receivable, accrues interest at 3.15% with principal and 
interest due at maturity. Note matures August 2027.   405,158 

Note receivable, accrues interest at 3.85% with principal and 
interest due at maturity. Note matures January 2028.   30,000 

    
   535,257 

    

Less current portion   (78,926) 
    

Notes receivable, net of current portion  $ 456,331 

 
As of January 29, 2023, scheduled future receipts of notes receivable are as follows: 

2024  $ 78,926 
2025   21,173 
2026   - 
2027   405,158 
2028   30,000 

    
Total  $ 535,257 

 
 
6. Property and Equipment 

As of January 29, 2023, property and equipment consisted of the following: 

Vehicles  $ 158,760 
Software   102,391 
Leasehold improvements   91,693 
Furniture and fixtures   74,215 
Machinery and equipment   57,722 
Office equipment   39,318 
Construction in progress   151,843 
Buildings   4,595 
    

   680,537 
    
Less accumulated depreciation and amortization   (427,034) 

    
  $ 253,503 

 
For the year ended January 29, 2023 depreciation and amortization expense amounted to $29,735. 
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7. Commitments and Contingencies 

Operating Leases 

The Company leases fifteen restaurant locations under noncancelable operating leases expiring 
though February 2041. Certain leases contain renewal options and escalation clauses. Total rent 
expense under the leases was $2,490,995. The Company subleases fourteen of these restaurant 
locations to franchisees. The leases expire through February 2041, with an option or multiple options 
to extend the leases for up to 20 years. Minimum monthly receipts from the sublease are $179,930 
plus common area maintenance charges. 

The Company's minimum lease requirements under the noncancelable leases for each of the next 
five years and thereafter subsequent to January 29, 2023 are as follows: 

2024  $ 2,219,532 
2025   2,248,238 
2026   2,315,642 
2027   2,345,376 
2028   2,153,631 
Thereafter   22,263,979 

    
Total  $ 33,546,398 

 
Litigation 

The Company is involved in claims and lawsuits, both for and against the Company, arising in the 
normal course of business. Management believes that any financial responsibility that may be 
incurred in settlement of such claims and lawsuits would not be material to the Company's financial 
position. 

 
8. Related-Party Transactions 

Accounts Payable 

As of January 29, 2023, the Company owes certain related parties $408,999. This amount occurs in 
the normal course of business operations and is noninterest bearing. 

Operating Leases, Lessee 

As of January 29, 2023, the Company leased its corporate office from the majority stockholder. The 
noncancelable operating lease requires minimum monthly payments of $13,200. The lease 
agreement is subject to rent escalations per the contract agreement at various periods. The Company 
is also required to pay real estate taxes, insurance and all repairs on the leased premises. The lease 
matures through August 2027 with the option to renew. 

Future minimum payments under related party operating lease agreements as of January 29, 2023 
were as follows: 

2024  $ 158,400 
2025   158,400 
2026   158,400 
2027   158,400 
2028   92,400 

    
Total  $ 726,000 
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License Fees 

As of February 2020, the Company had entered into a License Agreement with H Spirit, LLC, which is 
affiliated with the stockholders. During the year ended January 29, 2023, license expense totaled 
$4,849,089 and was included in selling, general and administrative expenses in the accompanying 
statement of income. As of January 29, 2023, $374,792 is accrued for in Accounts payable - related 
parties in the accompanying balance sheet. 

As of February 2020, the Company had entered into a License Agreement with MHCGD Concepts, 
LLC, which is owned by the majority stockholders. During the year ended January 29, 2023, license 
expense totaled $368,952 and was included in selling, general and administrative expenses in the 
accompanying statement of income. As of January 29, 2023, $11,300 is accrued for in Accounts 
payable-related parties in the accompanying balance sheet. 

As of February 2020, the Company had entered into a License Agreement with Refresh 2017, LLC, 
which is owned by the majority stockholders. During the year ended January 29, 2023, license 
expense totaled $105,415 and was included in selling, general and administrative expenses in the 
accompanying statement of income. As of January 29, 2023, $8,138 is accrued for in Accounts 
payable-related parties in the accompanying balance sheet. 

Consultation Agreements 

Commencing January 26, 2020, the Company entered into an agreement to provide consultation 
services to Farmer Boys Food, Inc. (OpCo). The agreement provides that the Company shall receive 
a fee from OpCo in the amount of $28,125 per month to provide consultation services related to the 
franchising activity and continuing operations of the Farmer Boys restaurants. The agreement allows 
for an annual rate adjustment to be made in good faith and will terminate in ten years at which point it 
will automatically renew for one year unless terminated. The agreement also allows for termination of 
the agreement with 60 days' written notice to consultant. 

Commencing January 26, 2020, the Company entered into an agreement to receive consultation 
services from Opco. The agreement provides that the Company shall pay a fee to OpCo in the 
amount of $4,444 per month to provide consultation services to the Company. The agreement allows 
for an annual rate adjustment to be made in good faith and will terminate in ten years at which point it 
will automatically renew for one year unless terminated. The agreement also allows for termination of 
the agreement with 60 days' written notice to consultant. 

Stock Option Plan 

Certain employees of the Company are eligible to participate in the affiliated, former parent 
company's stock option plan. 

Valuation Appreciation Rights Plan 

Certain employees of the Company are eligible as an affiliated company to participate in former 
parent company's Value Appreciation Rights (VAR) plan. As of January 29, 2023, the Company  
owes $0 to the former parent company. 
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9. Income Taxes 

The components of the provision for income taxes for the year ended January 29, 2023, are as follows: 

Current:    
Federal  $ 27,812 
State   11,710 

    
Total current   39,522 

    
Deferred:    

Federal   29,847 
State   15,929 

    
Total deferred   45,776 

    
Provision for income taxes  $ 85,298 

 
The provision for income taxes differs from the amounts computed by applying the U.S. federal income 
tax rate of 21% to earnings before income taxes as follows: 

    
Tax computed at the federal statutory rate  $ 84,211 
State tax, net of federal tax benefit   27,855 
State tax rate change   3,232 
Nondeductible expenses   775 
Change in valuation allowance   - 
Prior-year true-ups   (30,775) 

    
Provision for income taxes  $ 85,298 

 
Deferred tax assets and liabilities result from differences between the financial statement carrying 
amounts and the tax basis of existing assets and liabilities. The significant components of the deferred 
income tax assets and liabilities as of January 29, 2023 are as follows: 

Deferred revenue  $ 150,425 
Deferred compensation   68,831 
Deferred rent   22,819 
State taxes   9,518 
Charitable contributions   885 

    
Net deferred tax assets  $ 252,478 

 
Property, plant and equipment  $ 5,535 

    
Net deferred tax liabilities  $ 5,535 

 
Valuation allowance  $ - 

    
Net deferred tax asset  $ 258,013 

 
The Company has assessed, based on available evidence, both positive and negative, it is more likely 
than not that the deferred tax assets will be utilized. Accordingly, the Company has not recorded any 
valuation allowance. 
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INDEPENDENT AUDITORS’ REPORT 

Board of Directors 
Farmer Boys Franchising Co. 

Report on the Audit of the Financial Statements 

Opinion 

We have audited the financial statements of Farmer Boys Franchising Co. (the Company), which comprise the 
balance sheet as of January 30, 2022, and the related statements of income, stockholders' equity and cash 
flows for the year then ended, and the related notes to the financial statements. 

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial 
position of the Company as of January 30, 2022, and the results of its operations and its cash flows for the 
year then ended in accordance with accounting principles generally accepted in the United States of America. 

Basis for Opinion 

We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America (GAAS). Our responsibilities under those standards are further described in the Auditors' 
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 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 
financial statements that are free from material misstatement, whether due to fraud or error. 

In preparing the 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 within one year after the date that the financial statements are available to be issued.



 

 

Auditors' Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free 
from material misstatement, whether due to fraud or error, and to issue an auditors' 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 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 
financial statements. 

In performing an audit in accordance with GAAS, we: 

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

• Identify and assess the risks of material misstatement of the 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 
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. 

BAKER TILLY US, LLP 

 

 
Los Angeles, California 
June 2, 2022 
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Balance Sheet  

 January 30, 2022 

 

 

Assets

Current Assets

Cash and cash equivalents 3,952,248$       

Accounts receivable, net 394,605             

Accounts receivable ‐ related parties 7,032                 

Accounts receivable ‐ affiliate 164,023             

Inventory 28,416               

Prepaid expenses 472,801             

Current portion of notes receivable 105,212             

Total current assets 5,124,337          

Property and equipment, net 186,176             

Other Assets

Deferred tax assets 303,789             

Notes receivable, net of current portion 100,099             

Deposits 19,000               

Total other assets  422,888             

Total assets 5,733,401$       
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See Notes to Financial Statements  

  Balance Sheet, Continued  

                             January 30, 2022 

 
 

Liabilities and Stockholders' Equity

Current liabilities 

Accounts payable 421,866$           

Accounts payable ‐ related parties 1,594,931          

Accounts payable ‐ affiliate 71,913               

Accrued expenses 1,089,108          

Current portion of deferred franchise fees 41,646               

Total current liabilities 3,219,464          

Deferred franchise fees, net of current portion 434,246             

Deferred rent 87,357               

Deposits ‐ sublease 168,550             

Total liabilities 3,909,617          

Stockholders' Equity

Common stock, $2.00 stated value

100,000,000 shares authorized

1,000 shares issued and outstanding  2,000                 

Additional paid‐in capital  949,426             

Retained earnings 872,358             

Total stockholders' equity 1,823,784          

Total Liabilities and stockholders' equity 5,733,401$       
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Statement of Income 

Year Ended January 30, 2022 

 
 

Revenues

Royalty fee revenue 10,416,393$         

Ad fund revenue 5,979,463             

Consulting revenue 337,506                

Franchise fee revenue 86,679                   

Transfer fee revenue 6,500                     

Total revenues 16,826,541           

Operating expenses

Selling, general, and administrative expenses 10,117,245           

Ad fund expenses 5,979,463             

Total operating expenses 16,096,708           

Income from operations 729,833                

Other Income

Interest income 19,190                   

Total other income 19,190                   

Income before income tax expense  749,023                

Provision for income taxes  258,007                

Net income 491,016$              
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Statement of Stockholders’ Equity 
Year Ended January 30, 2022 

 
 

Shares Amount

Beginning Balance at

January 31 2021 1,000                2,000$              949,426$         381,342$         1,332,768$     

Net income ‐                    ‐                    ‐                    491,016            491,016           

Balance at January 30, 2022 1,000                2,000$              949,426$         872,358$         1,823,784$     

Additional 

Paid in Capital

Retained 

Earnings Total

Common stock
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Statement of Cash Flows 

Year Ended January 30, 2022 
 
 

Operating Activities

Net Income 491,016$           

Adjustments to reconcile net income to net cash from operating activities

Depreciation and amortization 39,624               

Deferred income taxes  (77,721)              

Deferred rent (3,879)                

(Increase) decrease in 

Accounts receivable 320,641             

Accounts receivable ‐ related parties 30,925               

Accounts receivable ‐ affiliates 83,225               

Inventory 2,549                 

Prepaid expenses 169,780             

Deposits 6,000                 

Increase (decrease) in

Accounts payable (204,936)            

Accounts payable ‐ related parties (29,948)              

Accounts payable ‐ affiliates 19,435               

Accrued expenses 159,417             

Deferred franchise fees  (41,679)              

Net cash from operating activities 964,449             

Investing Activities

Purchase of equipment (72,359)              

Payments received on notes receivable 127,246             

Net cash from investing activities 54,887               

Net change in cash 1,019,336          

Cash, Beginning of Year 2,932,912          

Cash, End of Year 3,952,248$       

Supplemental Disclosure of Cash flow information 

Cash paid during the year for income taxes 78,300$             
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Note 1 – Business Activity 

Farmer Boys Franchising Co. (the “Company”) was incorporated in the State of California on November 14, 2019. 
The Company  is organized for the purpose of granting Farmer Boys restaurant franchises using the “FARMER 
BOYS®”  System.  The Company  grants  franchise  licenses  to  its  franchisees  throughout  Southern  and Central 
California, the Las Vegas metropolitan area in Nevada, and the Phoenix metropolitan area in Arizona. At January 
30, 2022, the Company had 100 franchised restaurants. 
 
Note 2 – Significant Accounting Policies 

Cash and cash equivalents 
 

The Company considers all investments in highly liquid instruments, purchased with maturity of three months 
or less, to be cash equivalents. The Company maintains cash deposits with federally insured financial institutions 
that may at times exceed federally insured limits. The Company has not incurred any losses from such accounts, 
and management considers the risk to be minimal. At January 30, 2022 the Company had no cash equivalents. 

 

Fiscal Year 
 

The Company follows a 52‐/53‐week fiscal reporting calendar ending on the last Sunday of January. A 52‐week 
fiscal year consists of three 12‐week quarters and one 16‐week quarter; a 53‐week fiscal year reports an extra 
week in the last quarter. The year ending consists of 53 weeks. 

 
Receivables and Credit Policy 

 
Accounts receivable are stated net of an allowance for doubtful accounts. The Company estimates the allowance 
based on an analysis of specific customers and franchisees, taking into consideration the age of past due accounts 
and  an  assessment  of  the  customer’s  or  franchisee’s  ability  to  pay.  Accounts  are  considered  past  due  or 
delinquent based on contractual terms and how recently payments have been received. Account balances are 
written off against the allowance after all means of collection have been exhausted and the potential for recovery 
is considered remote. Management has determined that all receivables are fully collectible and, accordingly, no 
allowance for doubtful accounts has been made. 
 
Notes receivable represent amounts from uncollateralized customer obligations due under extended payments 
terms exceeding one year. The notes carry interest rates varying from 3.00% ‐ 5.25%, with payments applied first 
to unpaid interest balances and any remainder to the principal balance. The Company evaluates the collectability 
of the balances based upon historical experience and the specific circumstances of  individual notes, with an 
allowance for uncollectible amounts being provided if necessary. 
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Inventory 
 
Inventory is stated at the lower of cost, determined on a first‐in, first‐out basis, or net realizable value. 

 
Property and Equipment 

 
Property and equipment are recorded at cost. Expenditures for renewals and improvements that significantly 
add to the productive capacity or extend the useful life of an asset are capitalized. Expenditures for maintenance 
and  repairs are  charged  to expense. When equipment  is  retired or  sold,  the  cost and  related  accumulated 
depreciation are eliminated from the accounts and the resultant gain or loss is reflected in income. 

 
Depreciation  is provided using the straight‐line method, based on useful lives of the assets which range from 
five to twenty years. 

 

The Company  reviews  the  carrying  value of property  and equipment  for  impairment whenever  events  and 
circumstances  indicate that the carrying value of an asset may not be recoverable from the estimated future 
cash flows expected to result from its use and eventual disposition. In cases where undiscounted expected future 
cash flows are less than the carrying value, an impairment loss is recognized equal to an amount by which the 
carrying  value  exceeds  the  fair  value  of  assets.  The  factors  considered  by management  in  performing this 
assessment include current operating results, trends and prospects, the manner in which the property is used, 
and the effects of obsolescence, demand, competition, and other economic factors. Based on this assessment 
there was no impairment at January 30, 2022. 

 
Franchise Development 

 

The Company’s franchise development represents expenses paid  in advance for the development of franchise 
locations that will be reimbursed by the franchisees once a franchisee has signed a franchise agreement for these 
locations. As of  January 30, 2022,  the Company  reported  franchise development assets of  $49,551 which  is 
included in prepaid expenses on the accompanying balance sheet. 

 

Franchise Operations 
 

The Company grants franchises to  investors under franchise agreements for 20‐year terms (and  includes two 
options  to  extend  the  terms  of  the  agreement  each  for  an  additional  10  years)  to  operate  Farmer  Boys 
restaurants in specific locations. Upon the signing of the Franchise Agreement, the Company receives $45,000 
for a new franchisee or $25,000 for an existing franchisee, as a franchise fee for each franchise license granted. 
These payments are half recognized as income when the restaurant opens with the remaining franchise fee to 
be recognized over the life of the franchise agreement. 

 

Deferred Vendor Incentive 
 
The Company accounts for vendor  incentive proceeds received on a straight‐line basis over the terms of the 
related  vendor  agreement.  The  Company  evaluates  the  release  of  funds  at  the  end  of  each  year  of  the 
agreement, based on actual results. As of January 30, 2022, the Company did not report any deferred vendor 
incentives. 



Farmer Boys Franchising Co. 

10 
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Deferred Rent 

 

The Company accounts  for  lease expenses on a  straight‐line basis over  the  terms of  the  related  leases. This 
accounting generally results  in a deferred  liability recorded on the balance sheet. As of January 30, 2022,  the 
Company reported a deferred liability of $87,357 on the accompanying balance sheet. 

 
Income Taxes 

 
Income taxes are provided for the tax effects of transactions reporting in the financial statements and consist of 
taxes  currently due plus deferred  taxes  related primarily  to differences between  the basis of property  and 
equipment, and accrued expenses for financial and income tax reporting. The deferred tax assets and liabilities 
represent the future tax return consequences of those differences, which will either be taxable or deductible 
when the assets and liabilities are recovered or settled. Deferred tax assets are reduced by a valuation allowance 
when, in the opinion of management, it is more likely than not that some portion or all of the deferred tax assets 
will not be realized. 

 
The Company evaluates its tax positions that have been taken or are expected to be taken on income tax returns 
to determine if an accrual is necessary for uncertain tax positions. As of January 30, 2022, the unrecognized tax 
benefits  accrual  was  zero.  The  Company  will  recognize  future  accrued  interest and  penalties  related  to 
unrecognized tax benefits in income tax expense if incurred. 

 
Revenue Recognition 
 
Franchise  fee  revenue  is  recognized when  the  Company  has  performed  the  performance  obligations  to  the 
franchisee, per the Franchise Agreement. The Company executes Franchise Agreements that set the terms of its 
arrangement  with  each  franchisee.  The  Franchise  Agreements  may  require  the  franchisee  to  pay  initial, 
nonrefundable franchise fees ranging from $25,000 to $45,000 for the use of the Farmer Boys name for a term of 
twenty years with renewal options. The franchise fees are non‐refundable and generally due upon signing of the 
Franchise Agreement. As of February 1, 2021, franchise fee revenue from the sale of individual franchises is partly 
recognized over the term of the individual Franchise Agreement and partly upon distinct pre‐opening performance 
obligations being  satisfied. Unamortized non‐refundable  fees  collected  in  relation  to  the  sale of  franchises  is 
recorded as deferred franchise fee revenue. Subject to the Company’s approval and payment of a renewal fee, a 
franchisee may generally renew its agreement upon its expiration. In the event a franchisee does not comply with 
their development timeline for opening restaurants, the franchise rights may be terminated, and franchise fee 
revenue is recognized for non‐refundable deposits. Initial and renewal fees included in revenues for the year ended 
January 30, 2022 were $86,679. 
 
Franchise royalties are recognized weekly and for the year ended January 30, 2022 amounted to $10,416,393. 
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Notes to Financial Statements 
January 30, 2022 

 
 
The Company has an advertising fund (the “Fund”) for the creation and development of promotional marketing, 
advertising, public relations and related programs and materials for franchisees. Each of the franchise locations 
is  required  to  remit  a weekly  advertising  fee  at  rates  determined by  their  individual agreements. Any units 
operated by Andrew’s Sons, Inc., an affiliated corporation, make advertising contributions on a discretionary basis 
determined annually. The use of amounts received is restricted to promotional marketing, advertising and public 
relations services for the Farmer Boys brand. The Company has complete discretion over the usage of the funds. 
The  Fund  is  accounted  for  separately  from  the  Company’s  other  funds  and  is  not  used  to  pay  any  of  the 
Company’s general operating expenses, except for reasonable salaries, administrative costs, travel expenses and 
overhead that is spent on activities administering the Fund and its programs. Advertising fund revenue for the 
year ended January 30, 2022 amounted to $5,979,463. No management or administrative fees were charged to 
the Fund during the year ended January 30, 2022. Amounts received by the Fund are reported as a liability and 
held for future use and are included in accrued expenses on the accompanying balance sheet. 

 

Use of Estimates 
 
The preparation of the financial statements in conformity with Generally Accepted Accounting Principles (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 expenses during the reporting period. Actual results could differ from those estimates. 
 
Advertising Costs  
 
The Company expenses advertising costs as incurred. Advertising expense was $5,979,463 for the year ended 
January 30, 2022. 
 
Fair Value of Financial Instruments 
 
In  accordance with  Accounting  Standards  Codification  ("ASC")  825‐10‐50,  "Disclosures  about  Fair  Value  of 
Financial Instruments", the Company calculates the fair value of its assets and liabilities which qualify as financial 
instruments under this standard and includes this additional information in the notes to the financial statements 
when the fair value is different from the carrying value of those financial instruments. The Company's financial 
instruments  consist primarily of  cash and  cash equivalents, accounts  receivable, deferred development and 
franchise  fees, accounts payable and accrued expenses. The carrying amounts of  these assets and  liabilities 
approximate fair value due to their short‐term nature or underlying terms. 

 

Note 3 – Franchised Locations  
 
Open Restaurants 
As of January 30, 2022, the Company has 78 stores open and owned by independent franchisees, 13 stores open 
and owned by OpCo and 10 stores open and owned by an affiliate. 
 
Unopened Restaurants 
As of January 30, 2022, there is one restaurant location which had provided the initial deposit as of January 30, 
2022  and  is  still  not  operational.  Management  does  not  believe  services  related  to  the  restaurant  are 
substantially performed and consequently, deferred  franchise  fee  income  remains  for  this  restaurant  in  the 
amount of $12,500 as of January 30, 2022. 
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Note 4 – Prepaid Expenses 
 
As of January 30, 2022, prepaid expenses consisted of the following: 

 

Prepaid income taxes 103,193$           

Prepaid rent 181,426             

Prepaid insurance 89,965               

Other current assets 48,666               

Prepaid franchise development 49,551               

472,801$           

 
Note 5 – Notes Receivable 

 
As of January 30, 2022, notes receivable consisted of the following: 
 

Note receivable – receivable in monthly principal and

interest of $2,827 plus interest at Prime (3.25% as of

January 31, 2021) plus 1.00%. Note matures June 2024. 118,115$           

Note receivable – receivable in monthly principal and

interest of $3,653 plus interest at Prime (3.25% as of

January 31, 2021) plus 2.00%. Note matures July 2023. 85,196               

Note receivable – receivable in monthly principal and

interest of $1,030 plus interest of 3.00%. Note matures

March 2022. 2,000                 

205,311             

Less current portion 105,212             

100,099$           

 
As of January 30, 2022, scheduled future receipts of notes receivable are as follows: 
 

2023 105,212$           

2024 78,930               

2025 21,169               

205,311$           
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Notes to Financial Statements 
January 30, 2022 

 

 
Note 6 – Property and equipment 

 
As of January 30, 2022, property and equipment consisted of the following: 

 

Vehicles 158,760$           

Software 102,391             

Leasehold improvements 84,011               

Furniture and fixtures 69,813               

Machinery and equipment 57,722               

Office equipment 39,318               

Construction in progress 66,865               

Buildings 4,595                 

583,475             

Less accumulated depreciation and amortization (397,299)            

186,176$           

 
For the year ended January 30, 2022 depreciation and amortization expense amounted to $39,624. 
 
Note 7 – Accrued Expenses 
 
As of January 30, 2022, accrued expenses consisted of the following: 

 

Payroll and payroll related benefits 730,669$           

Accrued other expenses 238,212             

Appropriated advertising fees 120,227             

1,089,108$       

 
Note 8 – Commitments and Contingencies 
 
Operating Leases 

The Company leases fifteen restaurant locations under noncancelable operating leases expiring though February 
2041. Certain  leases contain  renewal options and escalation clauses. Total  rent expense under  the  leases was 
$2,493,537. The Company  subleases  fourteen of  these  restaurant  locations  to  franchisees. The  leases expire 
through February 2041, with an option or multiple options to extend the leases for up to twenty years. Minimum 
monthly receipts from the sublease are $179,930 plus common area maintenance charges. 
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Notes to Financial Statements 
January 30, 2022 

 
 
Note 8 – Commitments and Contingencies (Continued) 
 
The Company’s minimum lease requirements under the noncancelable leases for each of the next five years and 
thereafter subsequent to January 30, 2022 are as follows: 

 
2023 2,093,439$       

2024 2,010,936          

2025 2,039,642          

2026 2,110,886          

2027 2,124,924          

Thereafter 25,466,393       

35,846,220$     

 
Litigation 
The Company is involved in claims and lawsuits, both for and against the Company, arising in the normal course 
of business. Management believes that any financial responsibility that may be incurred in settlement of such 
claims and lawsuits would not be material to the Company’s financial position. 

 
Note 9 – Related Party Transactions  
 
Accounts Payable 
As of January 30, 2022, the Company owes certain related parties $1,666,844. This amount occurs in the normal 
course of business operations and is non‐interest bearing. 
 
Note Receivable 
The non‐interest‐bearing note receivable amounting to $20,000 due from a certain officer, was repaid in full in 
May 2021.  
 
Operating Leases – Lessee 
As  of  January  30,  2022,  the  Company  leased  its  corporate  office  from  the majority  stockholder.  The  non‐ 
cancelable operating lease requires minimum monthly payments of $12,000. The lease agreement is subject to rent 
escalations per the contract agreement at various periods. The Company is also required to pay real estate taxes, 
insurance and all repairs on the leased premises. The lease matures through August 2027 with the option  to renew. 
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January 30, 2022 

 
 
Note 9 – Related Party Transactions (Continued) 
 
Future minimum payments under  related party operating  lease agreements as of  January 30, 2022 were as 
follows: 
 

2023 150,000$           

2024 158,400             

2025 158,400             

2026 158,400             

2027 158,400             

Thereafter 92,400               

876,000$           

 
License Fees 
As of February 2020, the Company had entered into a License Agreement with H Spirit, LLC, which is affiliated 
with  the stockholders. During  the year ended  January 30, 2022,  license expense  totaled $4,791,540 and was 
included in selling, general, and administrative expenses in the accompanying statement of income. As of January 
30, 2022, $1,444,383 is accrued for in Accounts payable – related parties in the accompanying balance sheet. 

 
As of February 2020, the Company had entered into a License Agreement with MHCGD Concepts, LLC, which is 
owned by the majority stockholders. During the year ended January 30, 2022, license expense totaled $364,574 
and was included in selling, general, and administrative expenses in the accompanying statement of income. As of 
January 30, 2022, $109,899 is accrued for in Accounts payable – related parties in the accompanying balance sheet. 

 
As of February 2020, the Company had entered into a License Agreement with Refresh 2017, LLC, which is owned 
by the majority stockholders. During the year ended January 30, 2022, license expense totaled $104,164 and was 
included in selling, general, and administrative expenses in the accompanying statement of income. As of January 
30, 2022, $31,400 is accrued for in Accounts payable – related parties in the accompanying balance sheet. 
 
Consultation Agreements 
Commencing  January 26, 2020,  the Company entered  into an agreement  to provide consultation  services  to 
OpCo. The agreement provides that the Company shall receive a fee from OpCo in the amount of $28,125 per 
month  to provide  consultation  services  related  to  the  franchising  activity  and  continuing operations of  the 
Farmer Boys restaurants. The agreement allows for an annual rate adjustment to be made in good faith and will 
terminate in ten years at which point it will automatically renew for 1 year unless terminated. The agreement 
also allows for termination of the agreement with 60 days’ written notice to consultant. 
 
Commencing January 26, 2020, the Company entered into an agreement to receive consultation services from 
Opco. The agreement provides that the Company shall pay a fee to OpCo in the amount of $4,444 per month to 
provide consultation services to the Company. The agreement allows for an annual rate adjustment to be made in 
good faith and will terminate in ten years at which point it will automatically renew for 1 year unless terminated. 
The agreement also allows for termination of the agreement with 60 days’ written notice to consultant. 
 

Stock Option Plan 
Certain employees of the Company are eligible to participate in the affiliated, former parent company’s stock 
option plan. 
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Note 9 – Related Party Transactions (Continued) 
 

Valuation Appreciation Rights Plan 
Certain  employees  of  the  Company  are  eligible  as  an  affiliated  company  to  participate  in  former  parent 
company’s Value Appreciation Rights (“VAR”) plan. As of January 30, 2022, the Company owes $0 to the former 
parent company. 
 
Note 10 – Income Taxes 

 
The components of the provision for income taxes for the year ended January 30, 2022, are as follows: 

Current

Federal 230,121$           

State 105,607             

Total current 335,728             

Deferred

Federal (56,117)              

State (21,604)              

Total deferred (77,721)              

Provision for income taxes 258,007$           

 
As of January 30, 2022, a significant components of the Company's deferred tax assets and liabilities for federal 
and state income taxes consisted of the following: 
 

Deferred revenue 133,171$           

Deferred compensation 169,113             

Deferred rent 24,446               

State taxes 18,210               

Depreciation and amortization (41,151)              

Net deferred tax assets 303,789$           

 
The Company has assessed, based on available evidence, both positive and negative, it is more likely than not 
that the deferred tax assets will be utilized, Accordingly, the Company has not recorded any valuation allowance. 
 
Note 11 – Subsequent Events 
 
Management evaluated all activity through June 2, 2022 (the issue date of the financial statements). There are no 
subsequent events that have occurred that would require recognition in the financial statements or disclosure in 
the notes to financial statements. 
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Independent Auditor’s Report 
 
 
To the Board of Directors 
Farmer Boys Franchising Co. 
Riverside, California  
 
Report on the Financial Statements 
We have audited the accompanying financial statements of Farmer Boys Franchising Co., which comprise the 
balance sheet as of January 31, 2021, and the related statements of income, stockholders’ equity, and cash flows 
for the year then ended, and the related notes to the financial statements. 
 
Management’s Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error. 
 
Auditor’s Responsibility 
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our 
audit in accordance with auditing standards generally accepted in the United States of America. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the 
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements 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 entity’s internal control. Accordingly, we express no 
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 
 
 
 



 
 

 

Opinion 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position 
of Farmer Boys Franchising Co. as of January 31, 2021, and the results of its operations and its cash flows for the 
year then ended in accordance with accounting principles generally accepted in the United States of America. 
 
Other Matter 
The balance sheet of Farmer Boys Franchising Co. as of January 26, 2020, was audited by HMWC CPAs & Business 
Advisors, who joined Eide Bailly LLP on July 20, 2020, and whose report dated June 8, 2020, expressed an 
unmodified opinion on the statement. 
 
 

 
 
Tustin, California 
June 4, 2021 
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Farmer Boys Franchising Co. 
Balance Sheets 

January 31, 2021 and January 26, 2020 

 
 

Assets

2021 2020

Current Assets

Cash 2,932,912$               1,570,755$              

Accounts receivable 715,246 376,907

Accounts receivable – related parties 37,957 44,938

Accounts receivable – affiliate 247,248 1,214,450

Inventory 30,965 17,490

Prepaid expenses  642,581 105,096

Note receivable ‐ related party 20,000 ‐                             

Current portion of notes receivable 109,283                     92,788                      

Total current assets 4,736,192                 3,422,424                

Property and Equipment

Vehicles 158,760 158,760

Software 95,000 ‐                             

Leasehold improvements 77,458 62,958

Furniture and fixtures 69,813 63,941

Equipment 57,722 57,722

Office equipment 39,318 39,318

Construction in progress 8,450                         2,000                        

Buildings 4,595                         4,595                        

511,116                     389,294                    

Less accumulated depreciation and amortization  357,675                     327,396                    

Total property and equipment 153,441                     61,898                      

Other Assets

Deferred tax assets 226,000 241,660

Note receivable ‐ related party ‐                              20,000

Notes receivable, net of current portion 203,274 302,194

Deposits 25,000                       30,000                      

Total other assets 454,274                     593,854                    

5,343,907$               4,078,176$              
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Farmer Boys Franchising Co. 
Balance Sheets, Continued 

January 31, 2021 and January 26, 2020 

 
 
Liabilities and Stockholders' Equity

2021 2020

Current Liabilities
Accounts payable  626,802$                   474,391$                  
Accounts payable – related parties 1,624,879                  1,166,349                 
Accounts payable – affiliate 52,478 ‐                             
Accrued expenses 929,623                     580,957                    
Current portion of deferred franchise fees 13,909                       39,950                      

Total current liabilities 3,247,691                  2,261,647                 

Deferred franchise fees, net of current portion 503,662                     580,608                    
Deferred vendor incentives ‐                              23,958                      
Deferred rent 91,236 91,987                      
Deposits – sublease 168,550                     168,550                    

Total liabilities 4,011,139                  3,126,750                 

Stockholders' Equity 
Common stock, $2.00 stated value

100,000,000 shares authorized 
1,000 shares issued and outstanding 2,000                          2,000                         

Additional paid‐in capital 949,426                     949,426                    
Retained earnings 381,342                     ‐                             

Total stockholders’ equity 1,332,768                  951,426                    

5,343,907$               4,078,176$              

 
 



 

See Notes to Financial Statements      5 

Farmer Boys Franchising Co. 
Statement of Income 

January 31, 2021 

 

Revenues
Royalty fee revenue 8,871,607$              
Ad fund revenue 5,166,468
Consulting revenue 337,506
Franchise fee revenue 107,987                    

Total revenue 14,483,568              

Operating expenses
Selling, general, and administrative expenses 8,832,799
Ad fund expenses 5,166,468                 

Total operating expenses 13,999,267              

Income from operations 484,301                    

Other income
Interest income 22,221                      

Total other income 22,221                      

Income before income tax expense 506,522                    

Provision for income taxes 125,180                    

Net income 381,342$                  
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Farmer Boys Franchising Co. 
Statement of Stockholders’ Equity 

Year Ended January 31, 2021 

 
 

Additonal Retained
  Shares Amount Paid‐in Capital Earnings Total

Beginning balance at
January 26, 2020 1,000              2,000$           949,426$           ‐$                    951,426$          

Net Income ‐                      ‐                      ‐                           381,342 381,342             

Balance at January 31, 2021 1,000              2,000$           949,426$           381,342$           1,332,768$       

Common Stock
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Farmer Boys Franchising Co. 
Statement of Cash Flows 

Year Ended January 31, 2021 

 
 
Operating Activities 

Net income 381,342$                  
Adjustments to reconcile net income to net cash from operating activities

Depreciation 30,279                      
Deferred income taxes 15,660                      
(Increase) decrease in 

Accounts receivable (338,339)                   
Accounts receivable – related parties 6,981                         
Accounts receivable – affiliate 967,202                    
Inventory (13,475)                     
Prepaid expenses  (537,485)                   
Deposits 5,000                         

Increase (decrease) in 
Accounts payable 152,411                    
Accounts payable – related parties 458,530                    
Accounts payable – affiliate 52,478                      
Accrued expenses 348,666                    
Deferred franchise fees (102,987)                   
Deferred vendor incentives (23,958)                     
Deferred rent (751)                           

Net Cash from Operating Activities 1,401,554                 

Investing Activities 
Purchases of equipment (121,822)                   
Borrowings provided on notes receivable (18,000)                     
Payments received on notes receivable 100,425                    

Net Cash from Investing Activities (39,397)                     

Net Change In Cash 1,362,157                 

Cash, Beginning of Year 1,570,755                 

Cash, End of Year 2,932,912$              

Supplemental Disclosure of Cash Flow Information 
Cash paid during the year for 

Income taxes 142,300$                  
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Farmer Boys Franchising Co. 
Notes to Financial Statements 

January 31, 2021 

 
 
Note 1 – Principal Business Activity and Significant Accounting Policies 

 
Principal Business Activity 
 
Farmer Boys Franchising Co. (the “Company”) was incorporated in the State of California on November 14, 
2019. In response to the State of California’s enactment of Assembly Bill 5, the Company was formed as a wholly 
owned subsidiary of Farmer Boys Food, Inc. (“OpCo”) to be the spinee of certain assets and liabilities of OpCo, 
the spinnor, as part of a tax free spin‐off. The spin off occurred January 26, 2020 and immediately following 
OpCo distributed 100% of its interest in the Company to OpCo’s stockholders of record on the same day.  
 
The Company is organized for the purpose of granting Farmer Boys restaurant franchises using the “FARMER 
BOYS®” System. The Company grants franchise licenses to its franchisees throughout Southern and Central 
California, the Las Vegas metropolitan area in Nevada, and the Phoenix metropolitan area in Arizona.  
 
Concentrations of Credit Risk 
 
The Company maintains its cash accounts in various deposit accounts, the balances of which are periodically in 
excess of federally insured limits. 
 
Fiscal Year 
 
The Company follows a 52‐/53‐week fiscal reporting calendar ending on the last Sunday of January. A 52‐week 
fiscal year consists of three 12‐week quarters and one 16‐week quarter; a 53‐week fiscal year reports an extra 
week in the last quarter. The year ending consists of 53 weeks. 
 
Receivables and Credit Policy 
 
The Company’s accounts receivable primarily represents royalties and advertising fees due from franchisees. 
Credit losses are provided for in the financial statements based on management’s evaluation of historical and 
current industry trends. Although the Company expects to fully collect amounts due, actual collections may differ 
from estimated amounts. As of January 31, 2021 and January 26, 2020, management determined a reserve was 
not required.  
 
Notes receivable represent amounts from uncollateralized customer obligations due under extended 
payments terms exceeding one year. The notes carry interest rates varying from 3.00% ‐ 5.25%, with payments 
applied first to unpaid interest balances and any remainder to the principal balance. The Company evaluates 
the collectability of the balances based upon historical experience and the specific circumstances of individual 
notes, with an allowance for uncollectible amounts being provided if necessary. 
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    Farmer Boys Franchising Co. 
Notes to Financial Statements 

January 31, 2021 

 
 
Inventories 
 
Inventories are stated at the lower of cost, determined on a first‐in, first‐out basis, or net realizable value.  
 
Property and Equipment 
 
Property and equipment are recorded at cost. Expenditures for renewals and improvements that significantly 
add to the productive capacity or extend the useful life of an asset are capitalized. Expenditures for 
maintenance and repairs are charged to expense. When equipment is retired or sold, the cost and related 
accumulated depreciation are eliminated from the accounts and the resultant gain or loss is reflected in 
income. 
 
Depreciation is provided using the straight‐line method, based on useful lives of the assets which range from 
five to twenty years. 
 
The Company reviews the carrying value of property and equipment for impairment whenever events and 
circumstances indicate that the carrying value of an asset may not be recoverable from the estimated future 
cash flows expected to result from its use and eventual disposition. In cases where undiscounted expected 
future cash flows are less than the carrying value, an impairment loss is recognized equal to an amount by 
which the carrying value exceeds the fair value of assets. The factors considered by management in performing 
this assessment include current operating results, trends and prospects, the manner in which the property is 
used, and the effects of obsolescence, demand, competition, and other economic factors. Based on this 
assessment there was no impairment at January 31, 2021. 
 
Franchise Development 
 
The Company’s franchise development represents expenses paid in advance for the development of franchise 
locations that will be reimbursed by the franchisees once a franchisee has signed a franchise agreement for these 
locations. As of January 31, 2021 and January 26, 2020, the Company reported franchise development assets of 
$14,300 and $15,600, respectively, and is included in prepaid expenses on the accompanying balance sheet. 
 
Franchise Operations 
 
The Company grants franchises to investors under franchise agreements for 20‐year terms (and includes two 
options to extend the terms of the agreement for an additional 10 years) to operate Farmer Boys restaurants 
in specific locations. Upon the signing of the Franchise Agreement, the Company receives $45,000 for a new 
franchisee or $25,000 for an existing franchisee, as a franchise fee for each franchise license granted. These 
payments are half recognized as income when the restaurant opens with the remaining franchise fee to be 
recognized over the life of the franchise agreement. 
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Farmer Boys Franchising Co. 
Notes to Financial Statements 

January 31, 2021 

 
 
Deferred Vendor Incentive 
 
The Company accounts for vendor incentive proceeds received on a straight‐line basis over the terms of the 
related vendor agreement. The Company evaluates the release of funds at the end of each year of the 
agreement, based on actual results. As of January 31, 2021 and January 26, 2020, the Company reported 
deferred vendor incentives of $27,750 and $75,052, respectively, of which all $27,750 and $51,094, respectively, 
is classified as short‐term and is included in accrued expenses on the accompanying balance sheet. 
 
Deferred Rent 
 
The Company accounts for lease expenses on a straight‐line basis over the terms of the related leases. This 
accounting generally results in a deferred liability recorded on the balance sheet. As of January 31, 2021 and 
January 26, 2020, the Company reported a deferred liability of $91,236 and $91,987, respectively, on the 
accompanying balance sheet. 

 
Income Taxes 
 
Income taxes are provided for the tax effects of transactions reporting in the financial statements and consist 
of taxes currently due plus deferred taxes related primarily to differences between the basis of property and 
equipment, and accrued expenses for financial and income tax reporting. The deferred tax assets and liabilities 
represent the future tax return consequences of those differences, which will either be taxable or deductible 
when the assets and liabilities are recovered or settled. Deferred tax assets are reduced by a valuation 
allowance when, in the opinion of management, it is more likely than not that some portion or all of the 
deferred tax assets will not be realized. 
 
The Company evaluates its tax positions that have been taken or are expected to be taken on income tax 
returns to determine if an accrual is necessary for uncertain tax positions. As of January 31, 2021 and January 
26, 2020, the unrecognized tax benefits accrual was zero. The Company will recognize future accrued interest 
and penalties related to unrecognized tax benefits in income tax expense if incurred. 

 
Revenue Recognition 
 
Advertising and Royalty Fee Income 
The Company’s revenues primarily consist of fees from franchised restaurants. Each of the franchise locations is 
required to remit to the Company a weekly royalty fee of 5% of adjusted gross revenue (as defined in the 
Franchise Agreement), and a weekly advertisement fee of 2% or 3% of adjusted gross revenue, or at rates 
determined by their individual agreements. Any units operated by Andrew’s Sons, Inc., an affiliated corporation, 
make advertising contributions on a discretionary basis determined annually. In compliance with the Franchise 
Agreement, the advertising fees mentioned above are used for advertising and promotion of the restaurants. 
These funds are segregated and are not used for marketing of the franchise. Franchise advertising fees collected 
and unused are recorded as a liability and held for future use and are included in accrued expenses on the 
accompanying balance sheet. 
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Farmer Boys Franchising Co. 
Notes to Financial Statements 

January 31, 2021 

 
 
Franchise Revenue 
The Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) Topic 606 provides 
that revenues are to be recognized when control of promised goods or services are transferred to a customer in 
an amount that reflects the consideration expected to be received for those goods or services. The standard does 
not change the recognition of royalties and advertising fees from restaurants operated by franchisees, which are 
based on a percent of sales and recognized at the time the underlying sales occur. The standard does change the 
timing in which the Company recognizes initial fees from franchisees for new restaurant openings and new 
franchise terms.  
 
The Company's accounting policy is to recognize half of the initial franchise fees upon a new restaurant opening 
and at the start of a new franchise term and the remaining franchise fees are to be recognized as the Company 
satisfies the performance obligation over the franchise term, which is generally 20 years and are held in deferred 
franchise fees in the accompanying balance sheet.   
 
Deferred franchise fees are recognized straight‐line over the term of the underlying agreement. As of January 31, 
2021 and January 26, 2020, the Company reported deferred franchise fees of $517,571 and $620,558, 
respectively, of which $13,909 and $39,950, respectively, are classified as short‐term on the accompanying 
balance sheet, with the remaining amounts of $503,662 and $580,608, respectively, are included in long term on 
the accompanying balance sheet.  
 
The following table disaggregates the Company’s revenue based on the timing of satisfaction of performance 
obligations for the year ended January 31, 2021: 
 
Revenue recognized over time 14,375,581$ 
Revenue recognized at a point in time 107,987         

14,483,568$ 

 
Revenue from performance obligations satisfied over time consists of royalty fee revenue, ad fund revenue, 
consulting fee revenue, and franchise fee revenue. All revenue is collected from franchisees geographically 
located in Note 1. 
 
Use of Estimates 
 
The preparation of the financial statements in conformity with Generally Accepted Accounting Principles 
(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 consolidated financial 
statements and the reported amounts of expenses during the reporting period. Actual results could differ from 
those estimates. 
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Farmer Boys Franchising Co. 
Notes to Financial Statements 

January 31, 2021 

 
 
Note 2 – Franchised Locations  
 
Open Restaurants 
 
As of January 31, 2021 and January 26, 2020, the Company has 76 and 73, respectively, stores open and owned 
by independent franchisees. As of January 31, 2021 and January 26, 2020, the Company has 13 and 13, 
respectively, stores open and owned by OpCo. As of January 31, 2021 and January 26, 2020, the Company has 9 
and 9, respectively, stores open and owned by an affiliate. 
 
Unopened Restaurants 
 
As of January 31, 2021, there are three restaurant locations which had provided the initial deposit as of 
January 31, 2021, and are still not operational. Management does not believe services related to the 
restaurants are substantially performed and consequently, deferred franchise fee income remains for these 
restaurants, in the amount of $95,000 as of January 31, 2021. 
 
 
Note 3 – Prepaid Expenses 

 
As of January 31, 2021 and January 26, 2020, prepaid expenses consisted of the following: 

 
2021 2020

Prepaid incomes taxes 261,700$        ‐$                
Prepaid rent 209,054          ‐                  
Prepaid insurance 118,153          80,718            
Other current assets 39,374             8,778              
Prepaid franchise expenses 14,300             15,600            

642,581$        105,096$       
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Farmer Boys Franchising Co. 
Notes to Financial Statements 

January 31, 2021 

 
 
Note 4 – Notes Receivable  
 
As of January 31, 2021 and January 26, 2020, notes receivable consisted of the following: 
 

2021 2020

Note receivable – receivable in monthly principal and interest of $2,827
plus interest at Prime (3.25% as of January 31, 2021) plus 1.00%. Note 
matures June 2024. 161,899$        210,209$       

Note receivable – receivable in monthly principal and interest of $3,653
plus interest at Prime (3.25% as of January 31, 2021) plus 2.00%. Note 
matures July 2023. 136,658          184,773         

Note receivable – receivable in monthly principal and interest of $1,030
plus interest of 3.00%. Note matures March 2022. 14,000             ‐                  

312,557          394,982         

Less current portion 109,283          92,788            

Notes receivable, less current portion 203,274$        302,194$       

 
As of January 31, 2021, scheduled future receipts of notes receivable are as follows: 
 

2022 109,283$       
2023 105,003         
2024 79,838            
2025 18,433            

Notes receivable 312,557$       
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Farmer Boys Franchising Co. 
Notes to Financial Statements 

January 31, 2021 

 
 
Note 5 – Accrued Expenses  
 
As of January 31, 2021 and January 26, 2020, accrued expenses consisted of the following: 
 

2021 2020

Payroll and payroll related benefits 363,054$        372,510$       
Accrued other expenses 326,995          48,059            
Appropriated advertising fees 211,824          76,514            
Deferred vendor incentive 27,750             51,094            
Accrued income taxes ‐                   32,780            

929,623$        580,957$       

 
 
Note 6 – Commitments, Contingencies, and Related Party Transactions 
 
Accounts Payable – Related Parties 
 
As of January 31, 2021 and January 26, 2020, the Company owes certain related parties $1,624,879 and 
$1,166,349, respectively. This amount occurs in the normal course of business operations and is non‐interest 
bearing. 
 
Operating Leases with Non‐Related Third Parties 
 
The Company leases fourteen restaurant locations under operating leases requiring minimum monthly payments 
of $165,514. The restaurant leases provide for increases over the lease terms as specified in the agreements. The 
leases expire through September 2040.  
 
The following is a schedule by years of future minimum rental payments under those operating leases that have 
an initial or remaining non‐cancelable lease term in excess of one year as of January 31, 2021: 
 

2022 1,985,437$    
2023 2,023,643      
2024 1,943,339      
2025 1,970,797      
2026 2,036,946      
Thereafter 22,515,981    

32,476,143$ 
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Farmer Boys Franchising Co. 
Notes to Financial Statements 

January 31, 2021 

 
 
The Company subleases fourteen of these restaurant locations to franchisees. The leases expire through 
September 2040, with an option or multiple options to extend the leases for up to twenty years. Minimum 
monthly receipts from the sublease are $171,514 plus common area maintenance charges.  
 
The Company will lease, and subsequently sublease out, a new property in Gilbert, Arizona. It has an expected 
opening date during 2021. The initial monthly payment will be $10,000 plus common area maintenance charges. 
It will have a total commitment of $2,784,600 over the original 20‐year lease term. The Company has options to 
extend the lease for up to 20 years. The lease agreement is subject to rent escalations per the contract 
agreement at various periods. The sublease will commence on the opening date of the restaurant and will expire 
on the maturation date. It will have a total commitment of $2,904,600 over the 20‐year original lease term. The 
non‐cancelable operating lease will require initial minimum monthly payments of $10,500, plus common area 
maintenance charges. The sublease agreement is subject to rent escalations per the contract agreement at 
various periods.  
 
Related Party Transactions 
 
Note Receivable 
As of January 31, 2021 and January 26, 2020, the Company had a note receivable due from a certain officer 
amounting to approximately $20,000 and $20,000, respectively. The note bears no interest and has a maturity 
date of March 2021. The note receivable was repaid in full subsequent to year end in May 2021. 
 
Operating Leases – Lessee 
As of January 31, 2021, the Company leased its corporate office from the majority stockholder. The non‐
cancelable operating lease requires minimum monthly payments of $12,000. The lease agreement is subject to 
rent escalations per the contract agreement at various periods. The Company is also required to pay real estate 
taxes, insurance and all repairs on the leased premises. The lease matures through August 2027 with the option 
to renew. 
 
Future minimum payments under  related party operating  lease agreements as of  January 31, 2021 were as 
follows: 
 

2022 144,000$       
2023 150,000         
2024 158,400         
2025 158,400         
2026 158,400         
Thereafter 250,800         

1,020,000$    

 
  License Fees  

As of February 2020 the Company had entered into a License Agreement with H Spirit, LLC, which is owned by 
the majority stockholders. During the year ended January 31, 2021, license expense totaled $4,080,939 and was 
included in selling, general, and administrative expenses in the accompanying statement of income. As of January 
31, 2021, $1,164,073 is accrued for in Accounts payable – related parties in the accompanying balance sheet. 
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As of February 2020 the Company had entered into a License Agreement with MHCGD Concepts, LLC, which is 
owned by the majority stockholders. During the year ended January 31, 2021, license expense totaled $310,506 
and was included in selling, general, and administrative expenses in the accompanying statement of income. As 
of January 31, 2021, $310,506 is accrued for in Accounts payable – related parties in the accompanying balance 
sheet. 
 
As of February 2020 the Company had entered into a License Agreement with Refresh 2017, LLC, which is owned 
by the majority stockholders. During the year ended January 31, 2021, license expense totaled $88,716 and was 
included in selling, general, and administrative expenses in the accompanying statement of income. As of January 
31, 2021, $88,716 is accrued for in Accounts payable – related parties in the accompanying balance sheet. 

 
Consultation Agreements 
Commencing January 26, 2020, the Company entered into an agreement to provide consultation services to 
OpCo. The agreement provides that the Company shall receive a fee from OpCo in the amount of $28,125 per 
month to provide consultation services related to the franchising activity and continuing operations of the 
Farmer Boys restaurants. The agreement allows for an annual rate adjustment to be made in good faith and will 
terminate in ten years at which point it will automatically renew for 1 year unless terminated. The agreement 
also allows for termination of the agreement with 60 days’ written notice to consultant. 
 
Commencing January 26, 2020, the Company entered into an agreement to receive consultation services from 
Opco. The agreement provides that the Company shall pay a fee to OpCo in the amount of $4,444 per month to 
provide consultation services to the Company. The agreement allows for an annual rate adjustment to be made 
in good faith and will terminate in ten years at which point it will automatically renew for 1 year unless 
terminated. The agreement also allows for termination of the agreement with 60 days’ written notice to 
consultant. 
 
Litigation 
 
The Company is involved in claims and lawsuits, both for and against the Company, arising in the normal 
course of business. Management believes that any financial responsibility that may be incurred in settlement 
of such claims and lawsuits would not be material to the Company’s financial position. 
 
Stock Option Plan 
 
Certain employees of the Company are eligible to participate in the affiliated, former parent company’s stock 
option plan.  
 
Valuation Appreciation Rights Plan 
 
Certain employees of the Company are eligible as an affiliated company to participate in former parent 
company’s Value Appreciation Rights (“VAR”) plan.  As of January 31, 2021 and January 26, 2020, the Company 
owes $0 and $42,666, respectively, to the former parent company.   
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Note 7 – Income Taxes  

 
The components of the provision for income taxes for the year ended January 31, 2021, are as follows: 
 
Current

Federal 100,000$       
State 42,300            

Total current 142,300         

Deferred
Federal 12,660            
State 3,000              

Total deferred 15,660            

Prior year over accrual (32,780)          

Provision for income taxes 125,180$       

 
As of January 31, 2021 and January 26, 2020, a significant components of the Company's deferred tax assets 
and liabilities for federal and state income taxes consisted of the following: 
 
Deferred tax assets (liabilities) 2021 2020

Deferred revenue 154,400$        197,600$       
Accrued vacation 47,400             33,600            
Accrued bonsues 42,400             3,700              
Deferred rent 27,300             24,600            
Contribution carryforward ‐                   23,900            
Share based payment expense ‐                   2,400              
State tax (5,500)             (24,140)          
Depreciation and amortization (40,000)           (20,000)          

Net deferred tax assets 226,000$        241,660$       

 
 
Note 8 – Subsequent Events 
 
Management evaluated all activity through June 4, 2021 (the issue date of the financial statements). There are no 
subsequent events that have occurred that would require recognition in the financial statements or disclosure in 
the notes to financial statements. 
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CALIFORNIA 

Neither the franchisor, nor any person or franchise broker identified in Item 
2 of this Disclosure Document is subject to any currently effective order of any national 
securities association or national securities exchange, as defined in the Securities 
Exchange Act of 1934, 15 U.S.C.A. 78a et seq., suspending or expelling the person 
from membership in the association or exchange. 

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

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

The franchise agreement contains a covenant not to compete that extends 
beyond the termination of the franchise. This provision may not be enforceable under 
California law. 

The franchise agreement provides that you must sign a release of claims as 
a condition of transfer and of renewal. Under both the California Franchise Relations 
Act (Bus & Prof Code §§ 20000 to 20043) and the Franchise Investment Law (Corp. 
Code §§ 31000 to 31516), a provision in a franchise agreement that requires you to 
waive your rights under either or both of these laws is void. 

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

Unless the transaction is exempt under the statute, Section 31125 of the 
California Corporations Code requires the franchisor to give the franchisee a special 
disclosure document before soliciting a proposed material modification of an existing 
franchise. 

The franchise agreement requires binding arbitration. The arbitration will 
occur in Riverside, California, with the costs being determined according to the rules 
of the American Arbitration Association. 

OUR WEBSITE IS HTTP://WWW.FARMERBOYS.COM. OUR WEBSITE 
HAS NOT BEEN REVIEWED OR APPROVED BY THE CALIFORNIA DEPARTMENT 
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OF FINANCIAL PROTECTION AND INNOVATION. ANY COMPLAINTS 
CONCERNING THE CONTENT OF THIS WEBSITE MAY BE DIRECTED TO THE 
CALIFORNIA DEPARTMENT OF FINANCIAL PROTECTION AND INNOVATION AT 
HTTP:// WWW.DFPI.CA.GOV. 

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

The registration of this franchise offering by the California Department of Financial 
Protection and Innovation does not constitute approval, recommendation, or 
endorsement by the commissioner. 

No disclaimer, questionnaire, clause, or statement signed by a franchisee in 
connection with the commencement of the franchise relationship shall be construed or 
interpreted as waiving any claim of fraud in the inducement, whether common law or 
statutory, or as disclaiming reliance on or the right to rely upon any statement made or 
information provided by any franchisor, broker or other person acting on behalf of the 
franchisor that was a material inducement to a franchisee’s investment.  Any statements 
or representations signed by a franchisee purporting to understand any fact or its legal 
effect shall be deemed made only based upon the franchisee’s understanding of the law 
and facts as of the time of the franchisee’s investment decision.  This provision 
supersedes any other or inconsistent term of any document executed in connection with 
the franchise. 
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Exhibit G - 2 

ASSET PURCHASE AGREEMENT 

This ASSET PURCHASE AGREEMENT (this “Agreement”) is made and entered into 
as of this  day of  , 20    , by and between  , a(n)    

(“Seller”), and  , a(n)   
(“Buyer”). 

R E C I T A L S 

A. Seller is an entity affiliated with Farmer Boys Franchising Co., a California 
corporation (“FBF”). 

B. Seller owns the assets located in or used in the operation of a “Farmer Boys” 
restaurant business located at  (the “Business”). 

C. The Business will be operated under and pursuant to a franchise agreement with 
FBF (the “Franchise Agreement”). 

D. Seller desires to sell the Purchased Assets (as defined hereafter) to Buyer and Buyer 
desires to purchase the Purchased Assets on the terms and conditions set forth in this Agreement. 

NOW, THEREFORE, in consideration of the foregoing recitals and of the covenants, 
warranties and agreements set forth below and for other valuable consideration received, the 
parties hereby agree as follows: 

1. Purchase and Sale of Assets: 

(a) Agreement to Purchase and Sell. On the terms and subject to the conditions 
contained in this Agreement, Buyer agrees to purchase from Seller, and Seller agrees to sell to 
Buyer, effective as of the Effective Time, for the Purchase Price, all Seller’s right title and interest, 
legal, and beneficial, in and to only the following assets of Seller (the “Purchased Assets”): (i) 
the personal property listed on Schedule 1(a), as the same shall exist on the Closing Date, and (ii) 
all usable inventory of food, paper goods and promotional items and materials and supplies located 
in the Business as of the Effective Time (the “Inventory”) as the same shall exist immediately 
prior to the Effective Time. 

(b) Excluded Assets. It is hereby expressly agreed by the parties to this Agreement that 
the Purchased Assets shall in no way include the following “Excluded Assets”: 

(i) any right to the Seller’s or FBF’s trade names, service marks, trademarks, 
logos, emblems and other indicia or origin used in connection with the Business, (the “Marks”);
(ii) Seller’s and FBF’s trade dress; (iii) any right in or to the confidential proprietary information 
and methods of operation (“System”) for the operation of the Business as a “Farmer Boy’s” 
Business, including all recipes; or (iv) any and all goodwill associated with the Marks. Buyer’s 
right to use the Marks and the System and to operate the Business as a “Farmer Boy’s” Business 
will be evidenced by, and conducted pursuant to the terms of the Franchise Agreement, executed 
as provided herein. 
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(ii) Cash, profit-sharing deposits, accounts receivable, any claims by Seller 
against third parties, tax refunds, prepaid consultant fees, prepaid expenses, escrow and/or trust 
accounts held by or for the benefit of Seller for any purposes, including, without limitation, prepaid 
insurance premiums and utility deposits; 

(iii) Those permits, if any, which by law cannot be transferred by Seller to Buyer; 

(iv) The business records and tax records of Seller; and; 

(v) Those items of personal property, if any, listed on Schedule 1(b)(v) hereof. 

2. Purchase Price: As consideration for the purchase and sale of the Purchased Assets, Buyer 
shall make the following payments and shall assume the following obligations and liabilities of 
Seller (such payments and the assumption of such obligations and liabilities are referred to 
collectively as the “Purchase Price”): 

(a) Consideration for Purchased Assets. Subject to any adjustments required  pursuant 
to this Agreement, Buyer shall pay to Seller the sum of $  at Closing (the 
“Cash Consideration”). Payment hereunder shall be by bank or wire transfer of immediately 
available funds. 

(b) Inventory. In connection with the allocation of the Purchase Price as provided in 
Section 3 above, on the evening prior to the Closing, the parties will conduct an inventory of the 
Inventory and agree on a dollar value of the Inventory at the Business based on Seller’s cost 
therefore. Buyer will pay Seller an amount equal to Seller’s actual cost for the Inventory (the 
“Inventory Cost”). 

(c) Assumption of Certain Obligations. At the Closing, Seller shall assign to Buyer and 
Buyer shall assume and agree to timely perform, pay and discharge, on and after the Effective 
Time, any and all leases, debts, liabilities, or obligations relating or pertaining to the Purchased 
Assets (the “Assumed Obligations”), except that certain [describe any lease or agreement not 
assumed]. 

3. Allocation Of Purchase Price:  Not less than five (5) days prior to Closing, the parties  will 
agree to an allocation of the Purchase Price among the Purchased Assets and an accounting of the 
“Closing Costs” (as defined below) to be paid by Buyer upon the Closing, which allocation and 
accounting will be attached to this Agreement prior to Closing as Schedule 3. The parties hereto 
will adhere to such allocation for all purposes, including federal and state income tax purposes. 
Seller and Buyer agree to cooperate in preparing and filing IRS Form 8594 reflecting the agreed-
upon allocation. 

4. Mutual Conditions Precedent To Closing: The obligation of the parties to enter into and 
complete the Closing and to consummate the transfer of the Purchased Assets is subject to the 
receipt, on or prior to the Closing Date, of FBF’s Uniform Franchise Disclosure Document, and a 
Franchise Agreement for the Business along with all other related documents or agreements 
required by FBF, the Franchise Agreement, or otherwise (the “Franchise Documents”). 

5. Closing: 
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(a) Closing. The closing of the transactions contemplated herein and the transfer of the 
Purchased Assets shall occur on   , 20  (the “Closing Date”), effective as  of 
12:01 a.m. (Eastern Time) on the Closing Date (the “Effective Time”), at the Business, or such 
other date and place as the parties may agree (the “Closing”). 

(b) Seller’s Deliveries. At the Closing, Seller will deliver (or cause to be delivered)  to 
Buyer: 

(i) the Franchise Documents to which FBF is a party, duly executed by FBF;

(ii) an original executed Bill of Sale and Assignment in substantially the form 
attached hereto as Exhibit A, conveying in the aggregate all property included in the Purchased 
Assets; and

(iii) [an original executed counterpart of a [Sublease][Lease] Agreement in 
the form attached hereto as Exhibit B (the “Lease Agreement”), subletting the premises of 
the Business to Buyer];

(iv) all of Seller’s books, records, and files included in the Purchased Assets.

(c) Buyer’s Deliveries. At the Closing, Buyer will deliver to Seller: 

(i) the Cash Consideration, the Inventory Value, plus any Closing Costs 
payable by Buyer to Seller in accordance with the provisions of Section 14(f);

(ii) the Franchise Documents, duly executed by Buyer, along with the initial 
franchisee fee required to be paid pursuant to the Franchise Agreement, unless the Franchise 
Documents have been delivered by Buyer to FBF prior to the Closing;

(iii) [an original of a Buyer executed counterpart of the Lease Agreement];

(iv) all such other instruments and documents as are reasonably necessary to 
complete the transaction contemplated herein.

(v) All instruments and other documents shall be in form and substance, and 
shall be executed in a manner that is reasonably satisfactory to Seller.

6. Representations and Warranties of Seller: Seller hereby represents, warrants and covenants 
to Buyer on and as of the date hereof, unless stated to the contrary below, and on and as of the 
Effective Time as follows: 

(a) Organization and Good Standing of Seller.     Seller is a  duly 
organized and in good standing under the laws of the State its incorporation, organization or 
formation. 

(b) Authority to Enter into Agreement. Seller has all requisite power, and has obtained 
the consents, approvals and authorizations necessary to enter into and perform this Agreement and 
the transactions contemplated herein. All necessary consents and actions by Seller (including any 
necessary consents or actions of the directors and shareholders of Seller) have been obtained. 
This Agreement has been duly executed and delivered by Seller and is a valid and binding 
obligation, enforceable in accordance with its terms. Each agreement, instrument, schedule and 
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other document (other than this Agreement) which is executed and delivered at Closing or which 
is otherwise executed and delivered in connection with this Agreement; including, without 
limitation, the Franchise Documents (collectively, the “Related Documents”) executed and 
delivered by Seller at Closing shall have been duly executed and delivered by Seller, and shall be 
the valid and binding obligation of Seller, enforceable in accordance with its respective terms. 

(c) Purchased Assets. 

(i) Seller has, and shall convey to Buyer on the Closing Date, good and 
marketable title to all of the Purchased Assets, free and clear of any lien, encumbrance, pledge, 
mortgage, security interest, claim, lease (excluding the Master Lease (defined below)), special 
assessment, unsatisfied pre-emptive right, transfer restriction or any other restriction or limitation, 
except (i) the Assumed Obligations and (ii) any permitted encumbrances listed on Schedule 6(c)(i).

(ii) [REVISE/DELETE AS APPROPRIATE] A true and complete copy of 
the real estate lease for the Business by and between Seller and   

, as landlord, dated on or about  , together with 
any amendments, modifications or supplements thereto, and all easements, appurtenances, 
servitudes, accessories and components, access and use agreements, ancillary leases, such as 
additional parking and related agreement(s) relating to the premises of the Business (the “ Master 
Lease”); is attached hereto as Schedule 6(c)(ii). 

(d) NO OTHER REPRESENTATIONS; “AS-IS” SALE. BUYER 
ACKNOWLEDGES THAT IT HAS BEEN GIVEN A FULL OPPORTUNITY TO INSPECT 
AND INVESTIGATE EACH AND EVERY ASPECT OF THE PURCHASED ASSETS, 
INCLUDING. EXCEPT AS SET FORTH IN THIS SECTION 6, SELLER MAKES NO 
REPRESENTATION OR WARRANTY CONCERNING THE CONDITION OF THE 
PURCHASED ASSETS, INCLUDING, WITHOUT LIMITATION, THE PROPERTY, THE 
EQUIPMENT OR PREMISES LEASED OR PURCHASED WITH THE BUSINESS OR THEIR 
SUITABILITY FOR USE IN ANY OPERATION OR THEIR FITNESS OR 
MERCHANTABILITY. THE PREMISES AND PURCHASED ASSETS ARE BEING SOLD 
AND ASSIGNED, AS APPLICABLE, ON AN “AS-IS,” “WHERE-IS,” AND “WITH ALL 
FAULTS” BASIS AND, AS SUCH, SELLER IS NOT OBLIGATED TO MAKE ANY REPAIRS 
OR REPLACEMENTS. 

7. Representations and Warranties of Buyer: Buyer hereby represents, warrants and covenants 
to Seller on and as of the date hereof, unless stated to the contrary below, and on and as of the 
Closing Date as follows: 

(a) Organization and Standing of Buyer.  Buyer is a   duly organized 
and in good standing under the laws of the State of  and is qualified to transact 
business and is in good standing under the laws of the State of   . 

(b) Fees and Commissions. Buyer has not employed, agreed to pay or become liable to 
pay any consultant’s, broker’s, finder’s, originator’s and/or agent’s fee or commission by reason 
of services alleged to have been rendered for or at the instance of Buyer in connection with 
this Agreement, the Related Documents and the transactions contemplated herein, but if Buyer 
has, Buyer shall be solely liable for any sums due to such consultant, broker, finder, originator 
and/or agent. 
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(c) Authority to Enter into Agreements. Buyer has full power and authority to enter 
into this Agreement and to perform this Agreement and the transactions contemplated herein.  All 
corporate and other proceedings required to be taken by or on the part of Buyer to authorize Buyer 
to execute, deliver, and carry out this Agreement and each of the Related Documents and to 
authorize Buyer to complete the acceptance of the assignments, transfers, conveyances, and 
delivery of the Purchased Assets to Buyer have been duly and properly taken or will have been 
duly and properly taken prior to Closing. This Agreement has been duly executed by Buyer and is 
the valid and binding obligation of Buyer enforceable in accordance with its terms subject to the 
effect of bankruptcy, insolvency, reorganization, moratorium and similar laws from time to tune 
relating to the rights and remedies of creditors. Each Related Document to be executed and 
delivered at Closing will have been duly executed by Buyer and will be the valid and binding 
obligation of Buyer enforceable in accordance with its terns subject to the effect of bankruptcy, 
insolvency, reorganization, moratorium and similar laws from time to time relating to the rights 
and remedies of creditors. Neither the execution and delivery of this Agreement and each Related 
Document by Buyer, nor compliance with their respective terms, will result in the breach or 
violation of Buyer’s organizing articles or other entity governing agreements. 

(d) No Conflict with Other Agreements. Neither Buyer’s entry into this Agreement nor 
its consummation of the transaction contemplated herein will result in the breach of any provision 
of, or constitute a default under, any contract or other obligation to which Buyer is a party or by 
which Buyer is bound. 

(e) Walk-Through of Premises. Buyer has conducted a complete and thorough walk- 
through inspection of the Business premises and has inspected any and all inventory, furniture, 
equipment, fixtures and other tangible personal property to be purchased under this Agreement. 
Buyer has determined that all of the Purchased Assets are in good operating condition and repair, 
ordinary wear and tear expected. 

(f) Inspection of Books and Records. Buyer has conducted a thorough inspection of 
the Seller’s financial statements, books, and records pertaining to the Business (the “Records”). 
Buyer has determined that such Records fairly reflect the financial position of the Business. Buyer 
further acknowledges and aggress that such Records were limited solely to the actual operating 
results of the Business being offered for sale, and were provided to Buyer solely for the purpose 
of enabling Buyer to evaluate its purchase of the Business as contemplated by this Agreement. 

(g) Franchise Documents. Buyer has received and reviewed, at least fourteen (14) 
calendar days prior to the Closing Date, FBF’s current Uniform Franchise Disclosure Document. 
Further, Buyer has received and reviewed, at least seven (7) calendar days prior to the Closing 
Date, an execution copy of each of the Franchise Documents to be entered into at the Closing 
between Buyer, as franchisee, and FBF, as franchisor. 

8. Covenants and Agreements: 

(a) Conduct of Business. From the date hereof through the Closing Date, Seller shall 
operate the Business in the ordinary course and substantially in the same manner as previously 
conducted by it. 

(b) Expenses. The parties hereto, shall, except as otherwise specifically provided 
herein, bear their expenses incurred in connection with the preparation, execution and performance 
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with this Agreement, the Related Documents and the transactions contemplated herein, including, 
without limitation, all fees and expenses of the parties’ respective agents, representatives, counsel 
and accountants. 

9. Conditions to Seller’s Obligations to Close. The obligation of Seller to enter into and 
complete the Closing and to consummate the transfer of the Purchased Assets and the transactions 
contemplated herein are subject to (i) satisfaction of the Mutual Conditions Precedent to Closing 
set forth at Section 4 and the deliveries by Buyer under Section 5(c), (ii) the termination of this 
Agreement at the option of the Seller acting in accordance with the provisions of Section 11, and 
(iii) the fulfillment on or prior to the Closing Date of the following conditions, any one or more of 
which may be waived by Seller: 

(a) Representations and Covenants. The representations and warranties of Buyer 
contained in this Agreement shall be true as of the Closing Date with the same force and effect as 
though made on and as of the Closing Date. Buyer shall have performed and complied with all 
covenants and agreements required by this Agreement to be performed and complied in all material 
respects prior to the Closing Date. Buyer shall have delivered to Seller a certificate, dated as of the 
Closing Date, and signed by an authorized officer of Buyer on its behalf to the foregoing effect. 

(b) Consents. All consents, approvals and waivers from [the lessor under the Master 
Lease and other] third parties necessary to permit Seller to transfer the Purchased Assets to Buyer 
[and sublet the premises of the Business] and as contemplated hereby, or necessary to permit Buyer 
to conduct the Business as presently conducted, shall have been obtained. 

10. Conditions To Buyer’s Obligation To Close: The obligation of Buyer to enter into and 
complete the Closing and to consummate the transfer of the Purchased Assets and the other 
transactions contemplated herein are subject (i) to satisfaction of the Mutual Conditions Precedent 
to Closing set forth at Section 4, and the deliveries by Seller under Section 5(b), (ii) the termination 
of this Agreement at the option of Buyer acting in accordance with the provisions of Section 11, 
and (iii) the fulfillment on or prior to the Closing Date of the following conditions, any one or 
more of which may be waived by Buyer: 

(a) Representations and Covenants. The representations and warranties (including the 
Schedules) of Seller contained in this Agreement shall be true on and as of the Closing Date with 
the same force and effect as though made on and as of the Closing Date. Seller shall have 
performed and complied in all material respects with all covenants and agreements required by 
this Agreement to be performed or complied with by Seller, on or prior to the Closing Date. Seller 
shall have delivered to Buyer a certificate, dated as of the Closing Date, signed by an authorized 
officer of Seller to the foregoing effect. 

(b) Consents. All consents, approvals and waivers from [the lessor under the Master 
Lease and other] third parties necessary to permit Seller to transfer the Purchased Assets to Buyer 
[and sublet the premises of the Business] and as contemplated hereby, or necessary to permit Buyer 
to conduct the Business as presently conducted, shall have been obtained. 

11. Termination: This Agreement may be terminated at any time prior to the consummation of 
the transactions contemplated herein on the Closing Date as follows: 

(a) Mutual Agreement. By mutual written agreement of Seller and Buyer; or 
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(b) By Buyer. By written notice of Buyer to Seller if (i) Closing has not occurred by 
    , 20 or (ii) any condition to the obligations of Buyer set forth in Sections 

4, 8 or 10 is not satisfied on or prior to the Closing Date and such condition is not waived by Buyer 
on or prior to the Closing Date, and (iii) Buyer is not in material default of its obligations under 
this Agreement; or 

(c) By Seller. By written notice of Seller to Buyer if (i) Closing has not occurred by    
    , 20 , or (ii) any condition to the obligations of Seller set forth in Section 

4 or 9 is not satisfied on or prior to the Closing Date and such condition is not waived by Seller on 
or prior to the Closing Date, and (iii) Seller is not in material default of its obligations under this 
Agreement; or 

(d) Liabilities of the Parties. In the event of the termination of this Agreement by any 
party hereto pursuant to this Section, the parties hereto shall have no liability under this Agreement 
of any nature whatsoever (other than pursuant to this Section 11(d) to the other parties hereto 
(including without limitation, any liability for damages or for the costs and expenses incurred in 
connection with the negotiation of this Agreement), unless any party is in default under its 
obligations under this Agreement, in which event the party in default shall be liable to the other 
parties for such default, and such non-defaulting parties shall be entitled to any and all remedies 
available at law or in equity or under this Agreement. In the event that a condition precedent to the 
obligations of a party hereto is not satisfied, nothing herein shall be deemed to require any such 
party to terminate this Agreement rather than to waive such condition precedent and proceed with 
the Closing. 

12. Indemnity By Buyer: Buyer shall indemnify and hold harmless Seller, and each of its 
respective successors, assigns, heirs and legal representatives, from and against any and all 
liabilities, losses, damages, deficiencies, debts, claims, costs or expenses of any nature, including 
without limitation, reasonable attorney’s fees (collectively, “Damages”) suffered or incurred by 
Seller by reason of (i) any misrepresentation or breach of any warranty or nonfulfillment of any 
covenant on the part of Buyer contained in this Agreement or in any Related Document furnished 
or to be furnished by Buyer to Seller pursuant hereto; (ii) suffered or incurred in respect of or in 
connection with any debt, obligation, real property lease or liability either assumed by Buyer under 
this Agreement or arising after the Effective Time; (iii) resulting from any and all commercial and 
tort claims, contingent, unliquidated or disputed which are based upon occurrences, accidents, acts 
or omissions arising after the Effective Time; or (iv) without limiting the foregoing, the failure of 
Buyer to take all actions reasonably necessary to ensure that the transaction contemplated herein 
complies with any applicable bulk sales laws. 

13. Further Assurances: Seller and Buyer agree that they will, from time to time on or after the 
Closing Date when so requested by the other, perform, execute, acknowledge, or deliver or cause 
to be performed, executed, acknowledged or delivered, all such further acts, deeds, assignments, 
transfers, conveyances, documents, instruments and assurances as may be reasonably necessary or 
advisable to carry out the provisions of this Agreement or any Related Document or to effectuate 
the consummation of any transactions contemplated herein, including without limitation, putting 
Buyer in possession and operating control of the Purchased Assets and the Business. 

14. Miscellaneous: 
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(a) Assignment. This Agreement shall be binding upon and inure to the benefit of, and 
be enforceable by, the parties hereto and their respective heirs, executors, successors and assigns, 
provided that this Agreement shall not be assignable by any party without the prior written consent 
of the other party. 

(b) Entire Agreement. This Agreement, together with all exhibits and schedules and all 
Related Documents, is the entire agreement among the parties hereto with respect to the subject 
matter hereof and supersedes all prior agreements, understandings, negotiations and discussions, 
whether oral or written, of the parties. No representation or warranty has been made by or on behalf 
of any party to this Agreement, or any officer, director, employee, agent or representative thereof, 
to induce the other party to enter into this Agreement or to abide by or consummate any of the 
transactions contemplated herein, except the representations and warranties expressly set forth 
herein. No representations, inducement, agreement, promise or understanding altering, modifying, 
taken from or adding to the terms and conditions hereof shall have any force or effect unless the 
same is in writing and validly executed by the parties hereto. No waiver of any of the provisions 
of this Agreement shall be deemed or shall constitute a waiver of any other provisions hereof 
(whether or not similar), nor shall such waiver constitute a continuing waiver unless otherwise 
expressly provided. 

(c) Notice. All notices or other communications required or permitted under this 
Agreement shall be in writing and shall be deemed to have been duly given if sent by registered or 
certified mail, postage-prepaid, and return receipt requested or other means which affords the 
sender evidence of delivery, or of attempted delivery, addressed as follows: 

If to Buyer, to: 

If to Seller, to: 

The addresses so indicated for any party may be changed by similar written notice. Notices 
shall be deemed effective as of the date of their receipt, not as of the date of their delivery. 

(d) Counterparts. This Agreement may be executed in any number of counterparts, 
each of which shall be treated as an original (including telecopied or facsimile copied 
counterparts of this Agreement containing signatures if the original of any such counterpart is 
delivered to the other parties hereto by overnight courier for receipt the next business day), but all 
of which, collectively, shall constitute a single instrument. 

(e) Severability. In the event that any one or more of the provisions contained in this 
Agreement or in any other Related Document shall, for any reason, be held to be invalid, illegal or 
unenforceable in any respect, such invalidity, illegality or unenforceability shall not affect any 
other provision of this Agreement or any Related Document. 
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(f) Closing Costs. All sales, use, transfer or other taxes or fees attributable to the 
transfer of the Purchased Assets, as well as all charges for or in connection with recording of any 
document herein provided (collectively, “Closing Costs”) shall be the sole responsibility of, and 
paid by, Buyer. 

(g) No Prorations. Buyer and Seller agree that upon the Closing there shall be no 
proration of any charges related to the Business. The parties agree that all such charges shall be 
paid in accordance with the provisions of the Lease Agreement. 

(h) Captions. The captions in this Agreement are for convenience only and shall not be 
considered a part of or affect the construction or interpretation of any provision of this Agreement. 

(i) No Benefit to Third Parties. Except as specifically set forth or referred to herein, 
nothing in this Agreement is intended or shall be construed to confer upon or give to any person 
or corporation other than the parties hereto and their successors or permitted assigns, any rights or 
remedies under or by reason of this Agreement. 

(j) Governing Law. This Agreement shall be governed by and construed in accordance 
with the laws of the State of California. 

(k) Remedies. Except as expressly provided herein, the rights, obligations and remedies 
created by this Agreement and the Related Documents are cumulative and in addition to any other 
rights, obligations or remedies otherwise available at law or in equity 

(l) Amendments. This Agreement may not be amended, modified or altered except by 
a written instrument executed by all parties hereto. 

(m) Gender; Number. As used herein, the masculine, feminine or neuter gender, and the 
singular or plural number, shall each be deemed to include the others whenever the contents so 
indicate. 

(n) Attorneys’ Fees. Should any party be required to bring legal action (including 
arbitration) to enforce its rights under this Agreement, the prevailing party in such action shall be 
entitled to recover from the losing party its reasonable attorneys’ fees and costs in addition to any 
other relief to which it is entitled. 

(o) Interpretation. The language of this Agreement shall not be construed against any 
party, it being understood that all parties have participated in the negotiation and drafting of this 
Agreement. 

 [Signature Page Follows] 
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IN WITNESS WHEREOF, the parties have duly executed this Agreement as to the date 
first written above. 

“SELLER” , 
a(n)   

By:   
Name: 
Title:   

“BUYER” , 
a(n)   

By: 
Name: 
Title:   
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EXHIBIT A 

BILL OF SALE AND ASSIGNMENT 
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BILL OF SALE AND ASSIGNMENT OF ASSETS 

THIS BILL OF SALE AND ASSIGNMENT OF ASSETS is made and entered into as of 
the       day of  , 201_, by  , a  (the “Seller”). 

FOR GOOD AND VALUABLE CONSIDERATION, the receipt and sufficiency of which 
are hereby acknowledged, and as contemplated by that certain Asset Purchase Agreement dated 

 , 201 (the “Purchase Agreement”), by and between the Seller, and 
(“Buyer”), effective as of the Effective Time, the Seller hereby sells, 

assigns, and transfers to Buyer, all of the Seller’s right, title and interest in and to all of the 
Purchased Assets (as defined in the Purchase Agreement). 

The terms of the Purchase Agreement, including, but not limited to, the representations and 
warranties, covenants, agreements and all indemnities are incorporated herein by this reference. 
The Seller acknowledges and agrees that any representations, warranties, covenants, agreements 
and indemnities contained in the Purchase Agreement shall not be superseded hereby but shall 
remain in full force and effect to the fullest extent provided therein. In the event of any conflict or 
inconsistency between the terms of the Purchase Agreement and the terms hereof, the terms of the 
Purchase Agreement shall govern. 

IN WITNESS WHEREOF, the Seller has executed this Bill of Sale and Assignment of 
Assets as of the date first written above. 

“Seller” 

By: 
Name: 
Its:  

Acknowledged: 

By: 
Name: 
Its:  
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EXHIBIT B 

LEASE AGREEMENT 
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Schedule 1(a) 

Purchased Assets 
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Schedule 1(b)(v) 

Excluded Assets 
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Schedule 3 

Allocation of Purchase Price 
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Schedule 6(c)(i) 

Permitted Encumbrances 
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Schedule 6(c)(ii) 

Master Lease 

~ See Exhibit  to Lease Agreement ~ 
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Assignment and Assumption of Franchise Agreement 

ASSIGNMENT AND ASSUMPTION OF FRANCHISE AGREEMENT 
(____________________________________) 

THIS ASSIGNMENT AND ASSUMPTION OF FRANCHISE AGREEMENT
(“Assignment”) is entered into effective as of _____________- (the “Effective Date”), by and among 
[Assignor Entity], a [state] [type of entity](“Assignor”); [Assignee Entity] , a [state] [type of entity] 
(“Assignee”); and Farmer Boys Franchising Co., a California corporation (“Franchisor”). 

A. Franchisor and Assignor previously entered into that certain Franchise Agreement dated as of 
[date] relating to Assignor’s operation of a Farmer Boys® restaurant at the premises located at 
[address] (“Franchise Agreement”). 

B. Assignor hereby desires to assign the Franchise Agreement to Assignee, and Assignee hereby 
desires to assume Assignor’s obligations pursuant to the Franchise Agreement, on the terms set 
forth herein. 

NOW, THEREFORE, in consideration of the above-recited facts, which the parties 
acknowledge are true and accurate in all respects, and all promises, covenants and agreements 
hereinafter set forth as well as other consideration, the sufficiency and adequacy of which are hereby 
acknowledged, and intending to be legally bound hereby, the parties agree as follows: 

1. Purchase Price. Assignor and Assignee hereby agree that the value of the Franchise 
Agreement is equal to the Valuation Figure, plus the Remodel Cost Allocation Figure, plus the Profit 
and Loss Adjustments Figure (“Purchase Price”). For purposes hereof, (i) the Valuation Figure equals 
the Valuation Base multiplied by the Valuation Multiplier, (ii) the Valuation Base equals the sum of 
Annual Gross Sales multiplied by Sales Weight plus Earnings Before Interest, Taxes, Depreciation, and 
Amortization (“EBITDA”) multiplied by EBITDA Weight, and (iii) the Remodel Cost Allocation 
Figure equals Remodel Cost divided by Remodel Total Useful Economic Life (UEL) multiplied by 
Remaining Remodel UEL. For the purposes of this paragraph, capitalized terms not defined in this 
paragraph are defined in Appendix A to this Assignment. The figures appearing in Appendix A are 
based on the Statement of Profit & Loss attached hereto as Appendix B. 

2. Assignment of Franchise Agreement; Consideration. Effective as of the Effective 
Date, Assignor hereby assigns to Assignee all of Assignor’s right, title and interest in and to the 
Franchise Agreement, free and clear of all liens, encumbrances, charges, interests or rights, excluding 
any obligations set forth in the Franchise Agreement arising prior to the Effective Date, which shall 
remain obligations of Assignor. In consideration of this Assignment, Assignee shall pay to Assignor the 
Purchase Price, payable as follows: (a) twenty percent (20%) of the Purchase Price shall be paid in cash 
to Assignor on the Effective Date, and (b) eighty percent (80%) of the Purchase Price shall be paid to 
Assignor pursuant to a promissory note in the form attached hereto as Exhibit A (“Note”). 

3. Assumption of Franchise Agreement. Effective as of the Effective Date, Assignee 
hereby accepts the assignment, and hereby assumes and agrees to fully perform all obligations of 
Assignor as provided in the Franchise Agreement, arising on or after the Effective Date, including, but 
not limited to, the payment of all “Payments” listed in Article 4 of the Franchise Agreement owing on 
and after the Effective Date. 
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4. Consent to Assignment. Franchisor hereby consents to the above assignment of the 
Franchise Agreement by Assignor to Assignee. Such consent by Franchisor shall not be deemed a 
consent concerning any future proposed assignment or other proposed transfer of the Franchise 
Agreement. 

5. Notice. For purposes of the “Notices” provision of the Franchise Agreement, Assignee’s 
address is [address]. 

6. Representations of Assignor. Assignor makes the following representations and 
warranties to Franchisor and Assignee as of the Effective Date: 

a.  The Franchise Agreement is in full force and effect, and Assignor has not 
assigned or otherwise transferred, amended or encumbered, voluntarily or involuntarily, the Franchise 
Agreement or Assignor’s interest therein, except as expressly set forth in the Franchise Agreement.  

b.  Assignor has paid to Franchisor all sums and charges payable by Assignor to 
Franchisor up to and including the Effective Date. 

c. Assignor has fully performed all the covenants and obligations on its part to be 
performed and observed under the Franchise Agreement, and Assignor has not done or permitted to be 
done any act or acts in violation of any of such covenants or obligations. 

7. Indemnification of Assignor. Except to the extent of breach by Assignor of any of its 
representations, warranties, or covenants herein set forth, Assignee shall indemnify, defend and hold 
Assignor harmless from any loss, claim, liability, obligation, or expense arising under the Franchise 
Agreement following the Effective Date. 

8. Assignee’s Right to Assign Franchise Agreement to Assignor. From the Effective 
Date to (but excluding) the date eighteen (18) months following the Effective Date, Assignee shall not 
have the right to assign the Franchise Agreement back to Assignor. Any such assignment made prior to 
the date eighteen (18) months following the Effective Date shall be deemed a default under the 
Franchise Agreement and shall be governed by the terms of Section 9 below.  On the date eighteen (18) 
months following the Effective Date, and anytime thereafter, Assignee shall have the right, to be 
exercised in its absolute discretion, to assign the Franchise Agreement back to Assignor at any time and 
for any reason, provided that Assignee is not then in default under the Franchise Agreement, by 
providing written notice to Franchisor and Assignor (“Exercise Notice”). Such assignment of the 
Franchise Agreement back to Assignor (“Reassignment”) shall be effective upon mutual execution and 
delivery by Assignor, Assignee and Franchisor of an assignment and assumption agreement in a form 
reasonably acceptable to all parties no later than thirty (30) days following the date of the Exercise 
Notice. In connection with any such Reassignment, Assignor shall pay to Assignee an amount equal to 
the Purchase Price (the “Reimbursement”). For the purposes of this paragraph, when calculating the 
Purchase Price, capitalized terms in paragraph 1 previously defined with reference to Appendix A shall 
be updated and defined with reference to an updated Appendix C with then-current figures, but with all 
necessary adjustments to the Statement of Profit and Loss to make it substantively similar to Appendix 
B attached hereto. In the event Assignor and Assignee are unable to reach agreement on payment terms 
within twenty (20) days following the date of the Exercise Notice, the Reimbursement shall be made as 
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follows: fifty percent (50%) of the Reimbursement shall be paid to Assignee in cash on the effective 
date of the Reassignment, and fifty percent (50%) of the Reimbursement shall be paid to Assignee 
pursuant to a promissory note maturing sixty (60) months from the effective date of the Reassignment 
and bearing interest at the mid-term Applicable Federal Rate. 

9. Assignor’s Right to Assume Franchise Agreement. In the event Assignee becomes in 
default of the Franchise Agreement beyond any applicable cure period at any time from the Effective 
Date through the fifth (5th) anniversary of the Effective Date, Assignor shall have the right, to be 
exercised in its absolute discretion, to require Assignee to assign the Franchise Agreement back to 
Assignor (hereinafter, “Redemption”) by providing written notice to Assignee and Franchisor 
(“Redemption Notice”) of such election, and Franchisor hereby consents to any such Redemption. Such 
Redemption shall be effective upon mutual execution and delivery by Assignor, Assignee and 
Franchisor of an assignment and assumption agreement in a form reasonably acceptable to all parties no 
later than thirty (30) days following the date of the Redemption Notice. Upon such Redemption, 
Assignor shall not be required to return any portion of the Purchase Price to Assignee.  

10. Forgiveness of Note Upon Assignment. Any unpaid amounts owing by Assignee to 
Assignor under the Note shall be immediately and automatically forgiven by Assignor upon an 
assignment of the Franchise Agreement from Assignee to Assignor pursuant to the provisions of Section 
7 or Section 8 above.

11. Accrued Obligations. Any charges and other obligations under the Franchise 
Agreement, incurred by Assignor under the Franchise Agreement prior to the Effective Date hereof, 
shall be the obligation of Assignor. 

12. Successors and Assigns. This Assignment shall inure to the benefit of, and shall be 
binding upon, the parties hereto and their respective successors and assigns; provided that this 
Assignment shall not be assigned by any party hereto without the prior written consent of all parties. 

13. Counterparts. This Assignment may be executed in any number of counterparts, each of 
which shall be deemed an original and all of which together shall constitute one and the same 
instrument. In addition, fax or pdf signatures shall be treated as originals and admissible for all 
purposes. 

IN WITNESS WHEREOF, this Assignment has been executed as of the Effective 
Date.  

ASSIGNOR:  
[ASSIGNOR ENTITY] 

____________________________________ 
BY: [Manager], Manager  
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ASSIGNEE:  
[ASSIGNEE ENTITY] 

____________________________________ 
BY: [Manager], Manager 

FRANCHISOR:  
FARMER BOYS FRANCHISING CO. 

____________________________________ 
BY: DAVID WETZEL, CEO 

___________________________________ 
BY: MAKIS HAVADJIA, Secretary 



Exhibit A 
Promissory Note 

Exhibit A 

Promissory Note 
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Appendix A 

Initial Purchase Price Figures 

For the purposes of Paragraph 1:  

(i) Profit and Loss Adjustments Figure shall equal [insert number]; 
(ii) Valuation Multiplier shall equal one and five-tenths (1.5); 
(iii) Annual Gross Sales shall equal [insert number]; 
(iv) Sales Weight shall equal [insert number]; 
(v) EBITDA shall equal [insert number]; 
(vi) EBITDA Weight shall equal [insert number]; 
(vii) Remodel Cost shall equal [insert number]; 
(viii) Remodel Total UEL shall equal seven (7); 
(ix) Remaining Remodel UEL shall equal [insert number];



Appendix B 
Statement of Profit & Loss 

Appendix B 

Statement of Profit & Loss 
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ASSIGNMENT AND ASSUMPTION OF SUBLEASE 
(_________________) 

THIS ASSIGNMENT AND ASSUMPTION OF SUBLEASE (“Assignment”) is entered into 
effective as of _____________- (the “Effective Date”), by and among [Assignor Entity], a [state] [type 
of entity] (“Assignor”); [Assignee Entity], a [state] [type of entity] (“Assignee”); and Havadjia 
Holdings, Inc., a California corporation (“Master Lease Tenant”). 

A. [Master Lease Landlord Entity], a [state] [type of entity] (“Landlord”), and Master Lease 
Tenant previously entered into that certain Lease Agreement dated as of [date] (“Lease”) 
relating to premises located at [address] (“Premises”). 

B. Master Lease Tenant and Assignor previously entered into that certain Sublease Agreement 
dated as of [date] (“Sublease”) relating to the Premises. 

C. Assignor hereby desires to assign the Sublease to Assignee with Master Lease Tenant’s consent 
and Assignee hereby desires to assume Assignor’s obligations pursuant to the Sublease on the 
terms set forth herein. 

NOW, THEREFORE, in consideration of the above-recited facts, which the parties 
acknowledge are true and accurate in all respects, and all promises, covenants and agreements 
hereinafter set forth as well as other consideration the sufficiency and adequacy of which are hereby 
acknowledged, and intending to be legally bound hereby, the parties agree as follows: 

1. Assignment of Sublease. Effective as of the Effective Date and subject to Landlord’s 
consent, Assignor hereby assigns to Assignee all of Assignor’s right, title and interest in and to the 
Sublease (including, without limitation, all security deposits that have been paid to Master Lease Tenant 
pursuant to the Sublease, if any), free and clear of all liens, encumbrances, charges, interests or rights, 
excluding any obligations set forth in the Sublease arising prior to the Effective Date, which shall 
remain obligations of Assignor.  

2. Assumption of Sublease. Effective as of the Effective Date and subject to Landlord’s 
consent, Assignee hereby accepts the assignment, and hereby assumes and agrees to fully perform all 
obligations of Assignor as provided in the Sublease, arising on or after the Effective Date, including, but 
not limited to, the payment of all rent, operating expenses, common area maintenance charges and fees, 
taxes, and all other amounts due to the Master Lease Tenant under the Sublease relating to rental of the 
Premises on and after the Effective Date. 

3. Consent to Assignment. Master Lease Tenant hereby consents to assignment of the 
Sublease hereunder by Assignor to Assignee. Such consent by Master Lease Tenant shall not be deemed 
a consent concerning any future proposed assignment or other proposed transfer of the Sublease or 
Premises. Such consent shall be deemed to satisfy all procedural requirements for consent of Assignor 
to assignment of the Sublease, as set forth in the Sublease.  
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4. Notice. For purposes of the “Notices” provision of the Sublease, Assignee’s address is 
[address]. 

5. Representations of Assignor. Assignor makes the following representations and 
warranties to Assignee as of the Effective Date: 

a. The Sublease is in full force and effect, and Assignor has not assigned, mortgaged 
or otherwise transferred, amended or encumbered, voluntarily or involuntarily, the Sublease or 
Assignor’s interest therein, except as expressly set forth in the Sublease;  

b. No rent under the Sublease has been paid more than thirty (30) days in advance of 
its due date, and Assignor has paid to Master Lease Tenant all rents and other sums and charges payable 
by Assignor to Master Lease Tenant prior to the Effective Date; and 

c. Assignor has fully performed all the covenants and obligations on its part to be 
performed and observed under the Sublease, and Assignor has not done or permitted to be done any act 
or acts in violation of any of such covenants or obligations. 

6. Representations of Assignee. Assignee acknowledges and represents that Assignee has 
inspected the Premises and hereby agrees to take the Premises in its “as is, where is” condition existing 
on the Effective Date, subject to each party’s responsibilities pursuant to the Sublease. 

7. Indemnification of Assignor. Except to the extent of breach by Assignor of any of its 
representations, warranties, or covenants herein set forth, Assignee shall indemnify, defend and hold 
Assignor harmless from any loss, claim, liability, obligation, or expense arising under the Sublease on 
and following the Effective Date. 

8. Master Lease Tenant’s Right to Terminate. In addition to Master Lease Tenant’s right 
to terminate the Sublease in accordance with Section 13 of the Sublease, Master Lease Tenant shall 
have the right to terminate the Sublease upon Assignee’s breach of any material provision of the 
Sublease, including, but not limited to, Assignee’s failure to maintain a valid franchise agreement with 
Farmer Boys Franchising Co., a California corporation. Master Lease Tenant shall provide written 
notice of such breach to Assignee. If Assignee fails to cure said breach within thirty (30) days of 
receiving such notice, Master Lease Tenant shall have the unilateral right to terminate the Sublease with 
Assignee and, subject to Landlord’s consent, to enter into a sublease with Assignor or a third party. If 
such termination occurs within five (5) years following the Effective Date, Assignor agrees to assume 
the Sublease (subject to Master Lease Tenant’s and Landlord’s consent) and to reimburse Assignee for 
any Capital Improvements (as that term is defined in Exhibit A) to the Premises paid for by Assignee. In 
the event of any conflict between the terms of the Sublease, including, without limitation, Sections 11 
and 13 thereof, and this Assignment, the terms of this Assignment shall supersede and control. 

9. Accrued Obligations. Any rents or other charges, and other obligations under the 
Sublease, incurred by Assignor under the Sublease prior to the Effective Date hereof shall be the 
obligation of Assignor. 

10. Successors and Assigns. This Assignment shall inure to the benefit of, and shall be 
binding upon, the parties hereto and their respective successors and permitted assigns; provided that this 
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Assignment shall not be assigned by any party hereto without the prior written consent of all parties and 
Landlord.  

11. Counterparts. This Assignment may be executed in any number of counterparts, each of 
which shall be deemed an original and all of which together shall constitute one and the same 
instrument. In addition, fax or pdf signatures shall be treated as originals and admissible for all 
purposes. 

[Signature page follows] 



4 
Assignment and Assumption of Sublease 

IN WITNESS WHEREOF, this Assignment has been executed as of the Effective Date.  

ASSIGNOR:  
[ASSIGNOR ENTITY] 

____________________________________ 
BY: [CEO/Manager’s Name], [CEO/Manager]

ASSIGNEE:  
[ASSIGNEE ENTITY] 

____________________________________ 
BY: [Manager], Manager 

MASTER LEASE TENANT:  
HAVADJIA HOLDINGS, INC. 

____________________________________ 
BY: MAKIS HAVADJIA, CEO 

____________________________________ 
BY: CHRISTAKIS HAVADJIA, Secretary 
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Capital Improvement - Definition 

Capital Improvements add to the value of the Premises, prolong its useful life, or adapt it to new 
uses.  

Categories and examples of capital improvements include: (1) Additions (e.g., bathroom, deck, shaded 
parking, porch, or patio); (2) Lawn & Grounds (e.g., landscaping, driveway, walkway, fence, retaining 
wall, lawn sprinkler system, or water feature); (3) Systems (e.g., heating system, central air 
conditioning, furnace, duct work, central humidifier, central vacuum, air/water filtration systems, grease 
interceptors, wiring, or security system); (4) Exterior (storm windows/doors, new roof, new siding, 
drive-thru lane or satellite dish); (5) Insulation (e.g., attic, walls, floors, or pipes and duct work); (6) 
Plumbing (e.g., septic system, water heater, soft water system, or filtration system); (7) Interior (e.g., 
built-in appliances, kitchen modernization, flooring, Point of Sale system, Kitchen Display system), and 
(8) repairs done as part of an extensive remodeling or restoration job. The foregoing list is exemplary in 
nature; it is not an exhaustive list of possible capital improvements. 

Capital Improvements do not include the costs of repairs or maintenance that are necessary to keep the 
Premises in good condition and repair but don’t add to its value or prolong its life, unless these repairs 
or maintenance are done as part of an extensive remodeling or restoration job.  

Examples of such repairs or maintenance include: (1) painting (interior or exterior), (2) fixing leaks, 
filling holes or cracks, or replacing broken hardware, (3) any costs of any improvements that are no 
longer part of the Premises (for example, wall-to-wall carpeting that was installed but later replaced), 
and (4) any costs of any improvements with a life expectancy, when installed, of less than 1 year. 
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________ ___, 2022 

VIA FACSIMILE AND 
  FEDERAL EXPRESS 

Farmer Boys Franchising Co. 
3452 University Avenue 
Riverside, CA 92501 
Attn: David Wetzel

Email: dwetzel@farmerboys.com

Re: Assignment of Franchise Agreement with Farmer Boys Franchising Co.  

Dear Mr. Wetzel: 

Reference is hereby made to the Franchise Agreement entered ______________ between 
_________________, a _________________ (“FBF Entity”), and Farmer Boys Franchising Co., a California 
corporation (“Franchising”) (the “Agreement”). 

On or around ______________  (the “Closing Date”), FBF Entity intends to assign the Agreement 
(the “Assignment”) to [G2 Entity], a California limited liability company (“[G2 Entity]”).   

By executing this letter in the space provided below, Franchising hereby (i) agrees and consents to the 
Assignment, effective as of the Closing Date, (ii) waives any right to termination created as a result of the 
Assignment, effective as of the Closing Date, (iii) acknowledges that the Assignment does not constitute a 
default under, or breach of, the Agreement, (iv) acknowledges that upon receipt of a fully executed guaranty 
(in substantially the same form as attached to the Agreement as Exhibit H ) from the owners of [G2 Entity], all 
procedural requirement for assignment of the Agreement have been satisfied in accordance with the terms of 
Article 13 the Agreement, and (v) agrees that all of the terms of the Agreement shall remain in full force and 
effect after the consummation of the Assignment.   

If the foregoing is acceptable to you, please sign in the space provided on the following page and email 
your executed copy to Makis Havadjia at makish@farmerboys.com. FBF Entity respectfully requests that you 
return your executed copy of this letter no later than _________, 2022.  

Should you have any questions or concerns regarding this letter, please contact Makis Havadjia at 
makish@farmerboys.com. Thank you in advance for your prompt cooperation. 

[Remainder of Page Intentionally Left Blank]

mailto:dwetzel@farmerboys.com
mailto:makish@farmerboys.com
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Consent to Assignment 
Signature Page 

Sincerely, 

FBF ENTITY LLC, 
a California limited liability company 

By:  
Name: Makis Havadjia 
Title: Manager 

Agreed and Approved: 

FARMER BOYS FRANCHISING CO. 
a California corporation 

By: 
Name: David Wetzel 
Title: CEO 

Date:   
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PROMISSORY NOTE 

Effective Date: [Effective Date] Principal Amount: [80% of Purchase Price]

MAKER
[G2 Entity]

HOLDER 
_____________  

FOR VALUE RECEIVED, the [G2 Entity] (referred to herein as “Maker”), the undersigned, 
promises to pay to the order of ______________________ (referred to herein as “Holder”), or 
assigns, as specified below, at such address designated by Holder, in lawful money of the United 
States of America, the principal sum of [80% of purchase price] (“Principal Sum”), together with 
interest thereon, until paid in full. This Promissory Note is entered into by Maker and Holder in 
connection with that certain Assignment and Assumption of Franchise Agreement of even date 
herewith entered into by and between Maker and Holder. 

1. Interest. Interest affixed at six percent (6%) compounded annually will be 
charged on unpaid principal until the full amount of the Principal Sum has been paid. Interest 
shall be computed on the basis of a year of three hundred sixty-five (365) days for the actual 
number of days elapsed.

2. Payment. Maker shall pay the Principal Sum and all unpaid interest accrued 
thereon by [DATE] (the “Maturity Date”). Maker shall make equal monthly payments of 
$[AMOUNT] (each, a “Loan Payment”) toward payment of this Promissory Note beginning 
[DATE], and shall pay the balance of this Promissory Note on or before the Maturity Date. All 
Loan Payments hereunder shall be owing and payable on the first (1st) day of each calendar 
month. Each payment hereunder will be applied to interest before principal..  

3. Default.  Maker will be in default if any of the following happens:  (a) Maker fails 
to make any payment owing hereunder when due; (b) Maker fails to comply with or perform 
when due any other term, obligation covenant, or condition contained in this Promissory Note or 
any agreement related to this Promissory Note and fails to cure the same within ten (10) days of 
receipt of written notice; or (c)  Maker becomes insolvent, a receiver is appointed for any part of 
Maker’s property, Maker makes an assignment for the benefit of creditors, or any proceeding is 
commenced either by Maker or against Maker under bankruptcy or insolvency laws or any action 
or proceedings brought by Maker or against Maker seeking the dissolution of Maker.. 

4. Place of Payment. All amounts payable hereunder shall be denominated and paid 
in lawful money of the United States of America, paid by check delivered to Holder at 
[ADDRESS], or such other address as Holder may designate in writing to Maker. 

5. Acceleration of Indebtedness.  In the event of default as defined in Section 3 
hereof, all monies due and to become due hereunder shall, at Holder’s option, become 
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immediately due and payable.  After default, interest on the Principal Sum shall accrue at the 
lesser of ten percent (10%) per annum or the maximum rate permitted by law. 

6. Prepayment.  Maker may not prepay this Promissory Note or any portion hereof 
without the prior written consent of Holder, which may be withheld in Holder’s absolute 
discretion. In the event Holder consents to any prepayment to be made prior to [DATE FIVE 
YEARS FROM EFFECTIVE DATE], Maker shall pay a prepayment penalty to Holder in the 
amount of twenty-five percent (25%) of the amount paid in excess of the Loan Payment, which 
penalty shall be due and payable with said Loan Payment. 

7. Costs of Collections.  In the event of a default in the payment of any interest or 
principal when due, Maker shall, in addition to all other amounts due to Holder pursuant to this 
Promissory Note, be liable for all expenses and obligations incurred by Holder as a result of such 
default including, but not limited to, costs of suit and reasonable attorneys’ fees, regardless of 
whether litigation is filed. 

8. Successors and Assigns. The provisions of this Promissory Note shall inure to 
the benefit of the successors-in-interest and assigns of Holder and shall be binding upon the 
successors-in-interest and assigns of Maker. 

9. Notices.  Any notices required hereunder shall be deemed sufficient if given 
personally in writing or delivered by regular first-class mail to Holder or Maker at the addresses 
specified for delivery by each party. 

10. No Waiver. No failure on the part of Holder to exercise and no delay in 
exercising any right hereunder shall operate as a waiver thereof; nor shall any single or partial 
exercise of any right under this Promissory Note preclude any other or further exercise thereof or 
the exercise of any other right. The rights of Holder under this Promissory Note against Maker 
are not conditional or contingent on any attempt by Holder to exercise any of its rights under this 
Promissory Note against Maker or any other person. 

11. Merger.  This writing is intended by the parties as the final expression of the 
agreement between Holder and Maker with respect to the indebtedness evidenced by this 
Promissory Note, and is, along with any document or instrument further evidencing any financial 
accommodation between Holder and Maker with respect to this indebtedness, the complete and 
exclusive statement of the terms of this agreement.  No course of prior dealings between the 
parties, no usage of trade, and no parol or extrinsic evidence of any nature shall be used or be 
relevant to supplement or explain or modify any terms used in this Promissory Note. 

Holder’s Rights.  This Promissory Note shall be deemed delivered in Riverside County, 
California, and the validity thereof shall be construed pursuant to the internal laws of the State of 
California. The undersigned and each endorser hereby consents to the jurisdiction of any court of 
competent jurisdiction located in Riverside County in the State of California for any action or 
proceeding brought with respect to this Promissory Note.  Nothing contained herein is intended 
to preclude Holder from commencing any action hereunder in any court of competent 
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jurisdiction.  To the extent permitted by law, the undersigned waives trial by jury in any action by 
or against Holder hereunder.  Holder may delay or forego enforcing any of its rights and remedies 
under this Promissory Note without losing them.  Maker, and any person who signs, guarantees, 
or endorses this Promissory Note, to the extent allowed by law, waives any applicable defense of 
the statute of limitations, presentment, demand for payment, protest, and notice of dishonor.  
Upon any change in the terms of this Promissory Note, and unless otherwise expressly stated in 
writing, no party who signs this Promissory Note, whether as maker, guarantor, accommodation 
maker, or endorser, shall be released from liability.  All such parties agree that Holder may renew 
or extend (repeatedly and for any length of time) this loan or release any party or guarantor or 
collateral; or impair, fail to realize upon, or perfect Holder’s security interest in any collateral.  
All such parties agree Holder may modify this loan without the consent of or notice to anyone 
other than the parties with whom the modification is made. 

MAKER 

[G2 Entity] 

[G2 Signer], Manager 

Agreed to and accepted by: 

HOLDER 

____________________ 

______________________________________ 
[_____________], Manager 
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ADDENDUM TO FRANCHISE AGREEMENT 
(Low Investment Program) 

THIS ADDENDUM TO FRANCHISE AGREEMENT (“Addendum”) is attached to and made a part of 
that certain Franchise Agreement dated _________, 20__ (“Agreement”) between FARMER BOYS 
FRANCHISING CO., a California corporation (“Franchisor”), and ________________________, a(n) 
_____________________ (“Franchisee”), with respect to that certain Restaurant at the Location.  Capitalized terms 
used in this Addendum and not defined herein shall have the meanings ascribed to such terms in the Agreement. 

WHEREAS, Franchisor permits certain qualified existing or former managers of FARMER BOYS® 
restaurants owned and operated by affiliates of Franchisor to obtain limited-term franchises to facilitate such 
manager’s desire, through Franchisee, to obtain a franchise. 

WHEREAS, Principal desires to voluntarily resign his or her employment and (i) cause Franchisee to obtain 
a franchise for the Restaurant at the Location pursuant to the Agreement; and (ii) cause Franchisee to lease or sublease 
the Premises and equipment used in the Restaurant at the Location from an Affiliate of Franchisor. 

WHEREAS, this Addendum is intended to amend certain terms of the Agreement to, among other things:  (i) 
eliminate the Initial Fee; (ii) to provide that the Term of the Agreement is two (2) years and no right to enter into a 
Successor Franchise Agreement; (iii) modify the training program; and (iv) provide Franchisee a right to terminate 
the Agreement. 

NOW, THEREFORE, the parties agree as follows: 

1. Term of Agreement.  The definition of “Expiration Date” in Section 1.1 of the Agreement is hereby 
deleted in its entirety and replaced with the following: 

“Expiration Date” means the second (2nd) anniversary of the Effective Date. 

2. Successor Franchise Agreements.  Franchisee acknowledges that the parties intend the Agreement 
to permit Franchisee to test its ability and desire to be a franchisee of Franchisor.  Accordingly, the Term of this 
Agreement is intended to be no more than 2 years and is not intended to be otherwise renewable or extendable.  

(a) Section 3.2 (and all of its subsections) of the Agreement is deleted in its entirety and 
replaced with the following:  “Intentionally Omitted.” 

(b) Section 3.3 (and all of its subsections) of the Agreement is deleted in its entirety and 
replaced with the following:  “Intentionally Omitted.” 

(c) Section 3.4 (and all of its subsections) of the Agreement is deleted in its entirety and 
replaced with the following:  “Intentionally Omitted.” 

(d) Section 3.5 (and all of its subsections) of the Agreement is deleted in its entirety and 
replaced with the following:  “Intentionally Omitted.” 

3. Initial Fee.  Notwithstanding anything contained in the Agreement to the contrary, no Initial Fee 
shall be payable upon execution of the Agreement. 

4. Initial Training.  Franchisee acknowledges that: (a) Principal is an experienced manager and 
operator of a FARMER BOYS® Restaurant that already in existence, (b) Franchisee has been fully trained in the 
Franchisor’s methods of operation, policies and procedures, (c) Franchisee has received a copy of Franchisor’s 
confidential operating Manuals, and (d) Franchisee requires no initial training or assistance, except with respect to 
certain aspects of financial reporting, modelling and recordkeeping. Accordingly, the Initial Training Program, shall, 
notwithstanding Section 6.1 of the Agreement, focus on the financial and reporting aspects of operating the Restaurant.  
Franchisee agrees that the Initial Training Program may be reduced to ___ weeks and focus on financial and reporting 
aspects of operating the Restaurant. 
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5. On-Site Opening Assistance.  Franchisee acknowledges and agrees that it possesses sufficient 
experience operating a Restaurant and therefore it does require the on-site opening assistance set forth in Section 6.2.  
Accordingly, Section 6.2 of the Agreement is hereby deleted in its entirety and replaced with “intentionally omitted”. 

6. Termination by Franchisee.  Franchisee may terminate the Agreement upon 30 days prior written 
notice to Franchisor.  Any such termination shall only be effective if as of the date of such notice and the date of 
termination Franchisee has paid all amounts that are or will be payable to Franchisor and its affiliates for all periods 
prior to the effective date of the termination.  Upon any such termination, Franchisor or its affiliate shall have a right 
to purchase from Franchisee, free and clear of all liens, claims and encumbrances, any and all usable furniture, fixtures 
and equipment owned by Franchisee and used in the Restaurant at the Location at a price equal to the fair market value 
thereof (not to exceed the price paid by Franchisee for such furniture, fixtures and equipment).  The purchase price 
shall be paid in full at the closing of the transaction to purchase such furniture, fixtures and equipment.  Franchisor or 
its affiliate, may, but is not required to, offer employment to any employee (or former employee) of Franchisee 
working in the Restaurant at the Location.  Franchisee shall facilitate such offers of employment. 

7. Right of First Offer.  If, upon expiration of the Term, Franchisee is not in default of the Agreement, 
Franchisor will as soon as legally practicable offer Franchisee the right to acquire a franchise to operate a Restaurant 
at a mutually agreed location (which may not be the Location) (the “Development Opportunity”).  Notice of the 
Development Opportunity shall be accompanied by Franchisor’s franchise disclosure document and then-current form 
of franchise agreement.  If Franchisee desires to enter into a franchise agreement for such location, Franchisee shall, 
within 30 days of the date of the notice of the Development Opportunity (but no sooner than the expiration date of 
any waiting periods required by law) deliver two fully executed copies of Franchisor’s then-current form of franchise 
agreement to Franchisor (modified as provided in the next sentence).  Notwithstanding the terms of the then-current 
form of franchise agreement, Franchisee shall not be required to pay an initial franchise fee or complete initial training.  
Franchisor shall not be obligated to provide initial training or on-site training prior to the commencement of operation 
of the applicable Restaurant.  If Franchisee shall fail or refuse to execute the applicable franchise agreement within 
the required time period, then Franchisee’s rights under this Section shall terminate and Franchisor shall have no 
further obligations to Franchisee under this Section.  Any counteroffer made by Franchisee shall be deemed to be 
Franchisee’s rejection of the franchise agreement. 

8. Assignment.  The rights and duties created by this Addendum are personal to Franchisee. The 
Agreement and the Addendum have been entered into by Franchisor in reliance upon and in consideration of the 
singular individual character, skill, attitude, and history of Principal.  Accordingly, neither Franchisee nor any Owner 
(other than Franchisor, if applicable) shall cause or permit any Assignment of this Addendum or any of the rights set 
forth herein.   

9. Effect of Addendum.  Except as expressly amended by this Addendum, the terms of the Agreement 
remain in full force and effect.  In the event of any conflict or inconsistency between the provisions of the Agreement 
and the provisions of this Addendum, the provisions of this Addendum shall control. This Addendum may be executed 
in one (1) or more counterparts, each of which shall be deemed to be an original, but all of which together shall 
constitute one (1) and the same instrument. 

[Signature page follows]
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IN WITNESS WHEREOF, each of the undersigned has executed this Agreement under seal as of the 
Effective Date. 

“Franchisor”: FARMER BOYS FRANCHISING CO., 
a California corporation 

Date of Execution 

By: 

Name: 

Its: 

“Franchisee” 

Date of Execution 

[   ] a  general partnership; 
[   ] a  limited partnership; 
[   ] a  limited liability company; 
[   ] a  corporation 

By: 

Print Name: 

Its: 

By: 

Print Name: 

Its: 

By: 

Print Name: 

Its: , and individually 

By: 

Print Name: 

Its: , and individually 
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State Effective Dates 

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

This document is effective and may be used in the following states, where 
the document is filed, registered or exempt from registration, as of the Effective 
Date stated below: 

State Effective Date 
California Pending 
Hawaii Not Registered 
Illinois Not Registered 
Indiana Not Registered 
Maryland Not Registered 
Michigan Not Registered 
Minnesota Not Registered 
New York Not Registered 
North Dakota Not Registered 
Rhode Island Not Registered 
South Dakota Not Registered 
Virginia Not Registered 
Washington Not Registered 
Wisconsin Not Registered 

Other states may require registration, filing, or exemption of a franchise under 
other laws, such as those that regulate the offer and sale of business 
opportunities or seller-assisted marketing plans. 
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Exhibit Q – RECEIPT 

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 Farmer Boys offers you a franchise, it must provide this disclosure document to you 14 calendar-
days before you sign a binding agreement with, or make a payment to, the franchisor or an affiliate in 
connection with the proposed franchise sale. 

If Farmer Boys 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, DC 20580 and the state agency 
listed on Exhibit A. 

Issuance Date: August 18, 2023 

The following is the name, principal business address and telephone number of each franchise 
seller offering this franchise: 

 Joseph Ortiz, 3452 University Avenue, Riverside, CA 92501 (951) 275-9900 

  _______________________________________________________________________________  

  _______________________________________________________________________________  
 

Farmer Boys authorizes the respective agencies identified on Exhibit B to receive service of 
process for it in the particular state. 

I received a disclosure document that included the following Exhibits: 

A. State Agencies/Administrators H. Manual Table of Contents 
B. Agents for Service of Process I. List of Franchisees 
C. Franchise Agreement J. List of Corp. and Affiliates’ Restaurants 
C-1 Renewal Addendum K. List of Former Franchisees 
C-2 SBA Addendum to Franchise Agreement L. Financial Statements 
D. Area Development Agreement M. Equipment Lease (for Low Investment 

Program) 
E. Sublease N. State Specific Addenda 
F. Lease O. G2 Program Documents 
G. Asset Purchase Agreements P. Low Investment Addendum 
    

 

Date:  _______________________________  
(Do not Leave blank) 

Prospective Franchisee 

By:  ________________________________  

 Name
: 

  

 
Individually and on behalf of the following entity: 

 Company 
Name: 

________________________  

 Title:  ________________________________  
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Exhibit Q – RECEIPT (our copy) 

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 Farmer Boys offers you a franchise, it must provide this disclosure document to you 14 calendar-
days before you sign a binding agreement with, or make a payment to, the franchisor or an affiliate in 
connection with the proposed franchise sale. 

If Farmer Boys 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, DC 20580 and the state agency 
listed on Exhibit A. 

Issuance Date: August 18, 2023 

The following is the name, principal business address and telephone number of each franchise 
seller offering this franchise: 

 Joseph Ortiz, 3452 University Avenue, Riverside, CA 92501 (951) 275-9900 

  _______________________________________________________________________________  

  _______________________________________________________________________________  
 

Farmer Boys authorizes the respective agencies identified on Exhibit B to receive service of 
process for it in the particular state. 

I received a disclosure document that included the following Exhibits: 

A. State Agencies/Administrators H. Manual Table of Contents 
B. Agents for Service of Process I. List of Franchisees 
C. Franchise Agreement J. List of Corp. and Affiliates’ Restaurants 
C-1 Renewal Addendum K. List of Former Franchisees 
C-2 SBA Addendum to Franchise Agreement L. Financial Statements 
D. Area Development Agreement M. Equipment Lease (for Low Investment 

Program) 
E. Sublease N. State Specific Addenda 
F. Lease O. G2 Program Documents 
G. Asset Purchase Agreements P. Low Investment Addendum 
  

 

Date:  _______________________________  
(Do not Leave blank) 

Prospective Franchisee 

By:  ________________________________  

 Name
: 

  

 
Individually and on behalf of the following entity: 

 Company 
Name: 

________________________  

 Title:  ________________________________  
 


	Insert from: "Exhibit O - Asset Purchase Agreement (Form) - Exhibit G2 to FDD(571026370.3).pdf"
	R E C I T A L S
	A. Seller is an entity affiliated with Farmer Boys Franchising Co., a California corporation (“FBF”).
	, as landlord, dated on or about  , together with any amendments, modifications or supplements thereto, and all easements, appurtenances, servitudes, accessories and components, access and use agreements, ancillary leases, such as additional parking...
	By:  Name:  Its:


	Exhibit C - Franchise Agreement.pdf
	ARTICLE 1  DEFINITIONS
	1.1 Certain Fundamental Definitions and Applicable Information

	ARTICLE 2  GRANT
	2.1 Grant
	2.1.1 Franchisor hereby awards Franchisee, and Franchisee hereby accepts, the right, license and obligation, during the Term, to use and display the Marks, and to use the System, to operate one (1) Restaurant at, and only at, the Approved Location upo...
	2.1.2 Franchisee may not offer, sell or provide delivery services or Catering services (directly or through any third party, including Uber Eats, Postmates, EZCater, GrubHub and DoorDash) without first obtaining Franchisor’s prior written consent, whi...

	2.2 No Sublicensing Rights
	2.3 Territorial Rights
	2.3.1 During the Term, neither Franchisor nor any Affiliate of Franchisor shall open or operate any Traditional Restaurant, nor license other to do so, within a one-mile radius surrounding the Licensed Restaurant, or other mutually agreeable geographi...
	2.3.2 Except to the limited extent expressly provided in Section ‎2.3.1 of this Agreement, the license granted to the Franchisee under this Agreement is nonexclusive and Franchisor expressly reserves all other rights not expressly and specifically pro...
	(a) to own or operate, and to license others (which may include its Affiliates) to own or operate (i) FARMER BOYS® Restaurants at any location outside the Territory, (ii) FARMER BOYS® Restaurants at Non-Traditional Venues at any location, and of any t...
	(b) to produce, license, distribute and market FARMER BOYS® Brand Products, including pre-packaged food items, dressings and other food and beverage products; books; clothing; souvenirs and novelty items; through any outlet and channel of commerce (re...



	ARTICLE 3  TERM AND RIGHT TO ENTER INTO SUCCESSOR FRANCHISE AGREEMENT
	3.1 Initial Term
	3.1.1 The term of this Agreement (“Term”) shall commence on the Effective Date and shall expire on the Expiration Date (see Section ‎1.1), unless sooner terminated or extended pursuant hereto.
	3.1.2 Notwithstanding anything herein to the contrary, the Term of this Agreement (and the Term of any Successor Agreement executed pursuant to Section ‎3.2) shall automatically terminate (i) upon the earlier expiration or termination of, as applicabl...

	3.2 Right to Enter into Successor Franchise Agreements
	3.2.1 Subject to the conditions contained in Section ‎3.4 of this Agreement and Franchisee’s compliance with Section ‎3.3  of this Agreement, and provided that Franchisor is then currently offering franchises in the same state in which the Franchisee’...
	3.2.2 The term of the Successor Franchise Agreement shall commence upon the date of expiration of the Term hereof or the term of the First Successor Franchise Agreement, as applicable, and notwithstanding the terms of Franchisor’s then-current form of...
	(a) The Successor Franchise Agreement shall provide that Franchisee must pay, in lieu of an initial franchise fee, a renewal fee in the amount of twenty-five (25%) percent of Franchisor’s then-current initial franchise fee; and
	(b) unless otherwise mutually agreed in writing, the First Successor Franchise Agreement shall be modified to provide for only one additional successor term, and the Second Successor Franchise Agreement shall be modified to provide no additional succe...


	3.3 Form and Manner of Exercising Successor Franchise Right
	3.3.1 Between 9 months and 12 months before the expiration of the Term, Franchisee shall notify Franchisor in writing (“Notice of Election”) that it intends to exercise its Successor Franchise Right and no sooner than immediately after the expiration ...
	3.3.2 If Franchisee shall have exercised its Successor Franchise Right in accordance with Section ‎3.3.1 of this Agreement and satisfied all of the conditions contained in Section ‎3.4 of this Agreement, Franchisor shall execute the Successor Franchis...
	3.3.3 If Franchisee subleases the Location from Franchisor or its Affiliate, Franchisee shall execute and return to Franchisor or its Affiliate, as applicable, the sublease or amendment to sublease (as prescribed by Franchisor or the Affiliate in acco...
	3.3.4 If Franchisee fails to perform any of the acts, or deliver any of the notices required pursuant to the provisions of Sections ‎3.3 or ‎3.4 of the Agreement, in a timely fashion, such failure shall be deemed an election by Franchisee not to exerc...

	3.4 Conditions Precedent to Entering into a Successor Franchise Agreement
	3.4.1 At the time Franchisee delivers its Notice of Election to Franchisor and at all times thereafter until the commencement of the applicable Successor Term, Franchisee shall have fully performed, in all material respects, all of its obligations und...
	3.4.2 At Franchisor’s request, Franchisee shall, prior to the date of commencement of the applicable Successor Term, undertake and complete at its expense, the remodeling, renovation, modernization, or refurbishing of the Premises, Approved Location a...
	3.4.3 Without limiting the generality of Section ‎3.4.1 of this Agreement, Franchisee shall not have committed and cured 3 or more material defaults of Articles ‎4, ‎7, ‎9, ‎10, ‎11 or ‎12 of the Agreement during any 36 month period during the Term of...
	3.4.4 Franchisee, and Franchisee’s employees, as applicable, shall comply with Franchisor’s then-current qualification, training and certification requirements at Franchisee’s expense.
	3.4.5 Franchisee shall have renewed or extended its Lease, or executed a new or amended Lease, pursuant to which Franchisee shall have secured the right to continue to occupy the Location after the expiration of the Term and throughout the First Succe...
	3.4.6 Concurrently with the execution of the applicable Successor Franchise Agreement, Franchisee shall, and shall cause each of its Affiliates to, execute and deliver to Franchisor a general release, on a form prescribed by Franchisor of any and all ...

	3.5 Renewal of Lease
	3.5.1 Franchisee acknowledges that its right to enter into a Successor Franchise Agreement, and the continuation of the Term of the Franchise Agreement, shall be subject to the continuation of Franchisee’s right to occupy the Location.
	3.5.2 If Franchisee’s Location is subleased by Franchisee from Franchisor or its Affiliate, and as a condition to or in consideration for Franchisor or its Affiliate renewing or extending its Master Lease, Franchisor or its Affiliate is required to or...

	3.6 Notice Required by Law

	ARTICLE 4  PAYMENTS
	4.1 Initial Fee
	4.2 Continuing Royalty
	4.3 Marketing Fund Contribution
	4.4 Grand Opening Fee
	4.5 Manner of Payment
	4.6 EFT and Pre-Authorized Payments
	4.6.1 Franchisee, at Franchisee’s sole cost and expense, shall instruct its bank to pay the amount of its Continuing Royalty, Marketing Fund Contribution and other fees directly to Franchisor from Franchisee’s account, by electronic funds transfer or ...
	4.6.2 Franchisor may unilaterally estimate and draw down the amounts owed by Franchisee, in accordance with the system Franchisor establishes from time to time, which system may include EFT systems, automatic debits, use of Franchisee pre-authorized c...

	4.7 Other Payments
	4.7.1 The amount of all sales taxes, use taxes, personal property taxes and similar taxes, which shall be imposed upon Franchisee and required to be collected or paid by Franchisor (a) on account of Franchisee’s Adjusted Gross Revenue, or (b) on accou...
	4.7.2 All amounts due for any reason, including pursuant to Franchisee’s Lease or related to Franchisee’s site, on account of purchases of goods, supplies or services relating to the Licensed Restaurant, or amounts which Franchisor has become obligate...
	4.7.3 Franchisee shall pay when due (or if applicable, shall timely reimburse Franchisor) for all goods and services used in the construction or operation of the Restaurant. Franchisee hereby understands, acknowledges and agrees that the failure to ma...

	4.8 Application of Funds
	4.9 Interest and Charges for Late Payments

	ARTICLE 5  CONSTRUCTION AND COMMENCEMENT OF BUSINESS
	5.1 Approved Location
	5.1.1 If no Approved Location has been inserted in the blank space provided above at the time of execution of this Agreement, Franchisee shall promptly following the execution hereof locate one or more proposed sites which meet Franchisor’s then-curre...
	5.1.2 Franchisee may not conduct any activities associated with Franchisor or the Marks at any location except for operating the Licensed Restaurant in accordance with this Agreement, or other agreement with Franchisor.
	5.1.3 Franchisee may not relocate the Licensed Restaurant without Franchisor’s prior written consent. If Franchisor shall consent to any relocation, Franchisee shall de-identify the former location in the manner described in Section ‎15.1.5 of this Ag...

	5.2 Franchisor Site Selection Assistance
	5.3 Lease or Purchase of Approved Location
	5.3.1 If the Approved Location is leased or subleased, unless otherwise expressly agreed by Franchisor in writing: (i) the Lease shall name Franchisee as the sole lessee thereunder and may not be assigned or sublet without Franchisor’s prior written c...
	5.3.2 If Franchisor or its designee elects to succeed to Franchisee’s rights under the Lease, as aforesaid, Franchisee shall assign to Franchisor or such designee all of its right, title and interest in and to the Lease, whereupon the lessor thereunde...
	5.3.3 Franchisee hereby authorizes Franchisor to communicate with the lessor under the Lease (and hereby authorizes such lessor to communicate with Franchisor) for any purpose, including de-identification of the Approved Location following the termina...
	5.3.4 If the Approved Location is to be purchased by Franchisee, the contract for purchase and sale shall be subject to Franchisor’s review and acceptance, a true and correct copy of which shall be delivered to Franchisor at least 15 days prior to the...
	5.3.5 If Franchisee or its Affiliate owns or purchases the land, building or premises for the Approved Site, in addition to the rights provided for in the Addendum to Lease attached as Exhibit D, Franchisee hereby grants Franchisor an option to purcha...
	(a) If Franchisor gives notice of its desire to exercise its said purchase option (the “Option Notice”), Franchisor and Franchisee shall confer in good faith in an effort to mutually agree on the Fair Market Value during the 30 day period following te...
	(b) If the parties fail to agree on an appraiser, then within 45 days following the date of the Option Notice, Franchisor will select one appraiser, and Franchisee will select one appraiser. Each party shall promptly advise the other party in writing ...
	(c) Each of the appraisers shall conduct an appraisal within 30 days after being appointed, and shall submit their appraisals in writing to Franchisee and Franchisor within such period.
	(d) Fair Market Value will be determined solely by reference to Franchisee’s FARMER BOYS® Restaurant, and the appraiser shall be instructed in writing by each party not to, and the appraiser shall not, consider or attribute any value to: (a) any goodw...
	(e) Any appraiser, to be qualified to conduct an appraisal hereunder, shall be an independent appraiser (i.e., not be a Related Person of Franchisee or Franchisor), an M.A.I. appraiser or its equivalent or an investment bank, with at least ten (10) ye...


	5.4 Construction
	5.4.1 Following the Effective Date and before the renovation or construction of the Licensed Restaurant or the Approved Location, Franchisor shall provide Franchisee with copies of Franchisor’s System Standards for the design and layout of the License...
	5.4.2 Franchisor has the right, but not the obligation, to perform inspections of the Licensed Restaurant and Premises during construction and after construction to ensure that the Licensed Restaurant is built in accordance with the drawings and speci...
	5.4.3 Franchisee may from time to time request additional information regarding the design and construction of the Licensed Restaurant, which, if in the possession of Franchisor, shall be provided at no expense to Franchisee. Upon request, Franchisor ...
	5.4.4 Subject only to Force Majeure (provided that Franchisee continuously complies with Section ‎5.4.6 of this Agreement), Franchisee shall complete construction or renovation, as the case may be, of the Premises, the Licensed Restaurant and all impr...
	5.4.5 The time periods for the commencement and completion of construction and the installation of fixtures, signs, machinery and equipment as referred to in this Section ‎5.4 are of the essence of this Agreement. If Franchisee fails to perform its ob...
	5.4.6 In the event of the occurrence of an event which Franchisee claims to constitute Force Majeure, Franchisee shall provide written notice to Franchisor in writing within 5 days following commencement of the alleged Force Majeure which notice shall...
	5.4.7 Franchisor’s acceptance of Franchisee’s plans and specifications for the Approved Location, Franchisor’s guidance with the development of the Approved Location, and Franchisor’s authorization to open the Licensed Restaurant are to assure that Fr...

	5.5 Maintaining and Remodeling of Licensed Restaurant
	5.5.1 Franchisee shall maintain the condition and appearance of the Licensed Restaurant in a “like new” level of cosmetic appearance consistent with the image of Restaurants as attractive, clean, and efficiently operated, offering high quality food pr...
	5.5.2 In addition to Franchisee’s obligations under Section ‎5.5.1, during the Term, but not more frequently than once every 5 years during the Term and as a condition to Franchisee’s exercising its Successor Franchise Right, Franchisor may require Fr...
	5.5.3 If the Licensed Restaurant is damaged or destroyed by fire or any other casualty, Franchisee, within 90 days thereof, shall initiate such repairs or reconstruction, and thereafter in good faith and with due diligence continue (until completion) ...


	ARTICLE 6  TRAINING
	6.1 Initial Training Program
	6.1.1 At no extra charge, Franchisor shall provide an Initial Training Program in the Franchisor’s System and methods of operation (the “Initial Training Program”) at Franchisor’s headquarters in Riverside, California and/or other location specified b...
	6.1.2 Franchisor shall determine the contents and manner of conducting the Initial Training Program in its discretion, however, the training course will be structured to provide practical training in the implementation and operation of a Restaurant an...
	6.1.3 The Initial Training Program shall not be provided if (i) Franchisee and/or any Affiliate of Franchisee owns or operates two or more Restaurants as of the Effective Date, provided however, that Franchisor may, in its sole discretion, require Fra...
	6.1.4 Franchisee acknowledges that because of Franchisor’s superior skill and knowledge with respect to the training and skill required to manage the Restaurant, its judgment as to whether or not the Franchisee or his manager has satisfactorily comple...

	6.2 On-Site Opening Assistance
	6.3 Additional Training
	6.3.1 All newly hired and replacement Operating Principal(s) and Designated Managers of the Licensed Restaurant shall be subject to Franchisor’s reasonable approval and shall successfully complete, to Franchisor’s satisfaction, the Initial Training Pr...
	6.3.2 Franchisee shall pay Franchisor’s then current, reasonable charges (as set forth in the Manuals) for any such training performed by Franchisor at Franchisee’s request, or which is otherwise required hereunder and not covered by Sections ‎6.1.1 a...
	6.3.3 Franchisor may, from time to time, (i) require Franchisee, its Operating Principal and its Designated Manager(s), or any of them, to attend additional training courses or programs, though Franchisor will not require attendance more than twice pe...
	6.3.4 Franchisor and its designees shall have the right to enter the Licensed Restaurant to conduct training programs for franchisees (and prospective franchisees) of Franchisor, from time to time and at a time and in a manner consistent with Franchis...

	6.4 Annual Meeting
	6.5 Other Assistance
	6.5.1 Franchisee shall have the right, at no additional charge, to inquire of Franchisor’s headquarters staff, its field representatives and training staff with respect to problems relating to the operation of the Licensed Restaurant, by telephone, el...
	(a) At Franchisee’s request, Franchisor may, but shall not be obligated to (a) cause its field representatives to visit the Licensed Restaurant to advise, consult with, or train Franchisee in connection with its performance and operation of the Licens...
	(b) At Franchisee’s request, Franchisor may, but shall not be obligated to, temporarily lend Franchisee trained employees to enable Franchisee to meet the Farmer Boys® System standards at opening or at other times when Franchisee may be temporarily un...

	6.5.2 In the event of any sale transfer, or Assignment, the transferee/assignee must be approved and trained by Franchisor as a condition of Franchisor’s consent to such transfer. The Licensed Restaurant shall not be transferred, opened, or re-opened ...


	ARTICLE 7  MANUALS AND STANDARDS OF OPERATOR QUALITY, CLEANLINESS AND SERVICE
	7.1 Compliance with Applicable Law
	7.2 Operating Principal and Management Employees
	7.2.1 The Operating Principal shall be principally responsible for communicating and coordinating with Franchisor regarding business, operational and other ongoing matters concerning this Agreement and the Licensed Restaurant. The Operating Principal ...
	7.2.2 Franchisee shall notify Franchisor in writing at least 10 days prior to employing the Operating Principal setting forth in reasonable detail all information reasonably requested by Franchisor. Franchisor’s acceptance of the Operating Principal s...
	7.2.3 Franchisee shall ensure that the operation of the Licensed Restaurant is at all times under the direct control of the Operating Principal or a Designated Manager. At all times that the Licensed Restaurant is open and at all times which pre-openi...
	7.2.4 Upon the opening by Franchisee or its Affiliate of six (6) FARMER BOYS® Restaurants (including all Restaurants owned or operated by Franchisee and its Affiliates), Franchisee or one of such Affiliates shall hire and maintain a Multi-Unit Manager...

	7.3 Computer/Information Systems
	7.3.1 Franchisee shall purchase, use and maintain the Information Systems specified in the Manuals in accordance with the Franchisor’s System Standards. The Information Systems must at all times be connected to one or more high-speed communications me...
	7.3.2 Franchisee shall not use or permit the use of the Information Systems for any unlawful or non-business-related activity. Franchisee shall not install or use, and shall prohibit others from installing and using, unauthorized hardware or other com...
	7.3.3 Franchisee shall, upon Franchisor’s request transmit e-mail, digital photos and real time video and audio signals of the Restaurant to, and in the form and manner prescribed by Franchisor.
	7.3.4 Within a reasonable time upon Franchisor’s request, Franchisee shall apply for and maintain systems for use of debit cards, credit cards, stored-value, loyalty and gift cards, certificates and other non- cash payment methods. Franchisee shall ad...

	7.4 Manuals
	7.4.1 The subject matter of the Manuals may include matters such as: forms, information relating to product and menu specifications, purchase orders, general operations, labor management, Adjusted Gross Revenue reports, training and accounting; sanita...
	7.4.2 Franchisor shall have the right to modify the Manuals at any time and from time to time; provided, that no such modification shall alter Franchisee’s fundamental status and rights under this Agreement. Modifications in the Manuals shall become e...
	7.4.3 Upon the execution of this Agreement, Franchisor shall lend to Franchisee one copy of the Manuals, unless Franchisee purchased the Licensed Restaurant from an existing franchisee or Franchisee has entered into this Agreement as a Successor Franc...
	7.4.4 Franchisor may establish and impose fines for violating Franchisee’s duties under this Agreement or the Manuals. The fact that fines may be imposed will neither be construed as a waiver of Franchisor’s right to require strict compliance with thi...

	7.5 Hours
	7.6 Product Line and Service
	7.7 Utensils, Fixtures and Other Goods
	7.8 Menus
	7.8.1 Authorized FARMER BOYS® Products shall be marketed by approved menu format(s) to be utilized in the Licensed Restaurant. The approved and authorized menu and menu format(s) may include, in Franchisor’s discretion, requirements concerning organiz...
	7.8.2 Franchisee shall, upon receipt of notice from Franchisor, add, delete, or update any Authorized FARMER BOYS® Products to its menu(s) according to the instructions contained in the notice. Franchisee shall have 10 days after receipt of written no...
	7.8.3 All food products sold by Franchisee shall be of the highest quality, and the ingredients, composition, specifications, and preparation of such food products shall comply with the instructions and other requirements communicated by Franchisor or...
	7.8.4 Franchisee may request that Franchisor approve additional menu items, including food, beverage and merchandise, to be offered at the Licensed Restaurant. Franchisee shall request, in writing, that Franchisor approve such additional menu items an...

	7.9 Notification of Legal Proceedings; and Crisis Management Events
	7.9.1 Franchisee shall notify Franchisor in writing promptly, but in any event within 10 days after Franchisee receives actual notice, of the commencement of any investigation, action, suit, or other proceeding, or the issuance of any order, writ, inj...
	7.9.2 Upon the occurrence of a Crisis Management Event, Franchisee shall immediately inform Franchisor, as instructed in the Manuals or otherwise by Franchisor, by telephone and email (or other electronic messaging medium authorized by Franchisor for ...

	7.10 Signs
	7.11 Uniforms and Employee Appearance
	7.12 Vending or Other Machines
	7.13 Co-Branding
	7.14 Intranet
	7.14.1 Franchisor has established and maintains an Intranet through which franchisees of Franchisor may communicate with each other, and through which Franchisor and Franchisee may communicate with each other and through which Franchisor disseminates ...
	7.14.2 Franchisee shall have the mere privilege to use the Intranet, subject to Franchisee’s strict compliance with the System Standards, protocols and restrictions that Franchisor may establish from time to time. Such System Standards, protocols and ...

	7.14.3 Upon Franchisor’s request, Franchisee shall establish and continually maintain (during all times that the Intranet shall be established and until the termination of this Agreement) an electronic connection (the specifications of which shall be ...
	7.14.4 At Franchisor’s request, Franchisee shall contribute a reasonable amount toward the cost of the Intranet’s maintenance, as imposed from time to time by Franchisor. Such contribution shall be established by Franchisor by not later than January 3...
	7.14.5 If Franchisee shall default under this Agreement or any other agreement with Franchisor or its Affiliate, Franchisor may, in addition to, and without limiting any other rights and remedies available to Franchisor, disable or terminate Franchise...
	7.14.6 If Franchisor has enabled the Intranet to facilitate Franchisee ordering goods and products from Franchisor and other vendors, then to the maximum extent possible, Franchisee shall order and purchase through the Intranet all good and products a...


	ARTICLE 8  ADVERTISING AND CO-OPS
	8.1 General Marketing Requirements
	8.2 Local Advertising and Promotion
	8.2.1 Each calendar year, Franchisee shall expend no less than 1% of its Adjusted Gross Revenue for local advertising of the Licensed Restaurant is primarily directed to people or companies within the Territory, if Franchisee has a single Restaurant f...

	8.3 Marketing Fund
	8.3.1 Franchisee’s Marketing Fund Contribution shall be applied to the Marketing Fund. An amount equal to all Marketing Fund revenues and allocations will be expended for national, regional, or local advertising, public relations or promotional campai...
	8.3.2 Franchisor may employ individuals, consultants or advertising or other agencies, including consultants or agencies owned by, operated by or affiliated with Franchisor, to provide services for the Marketing Fund. The Marketing Fund may be used to...
	8.3.3 Franchisor shall determine, in its discretion, the cost, media, content, format, style, timing, allocation and all other matters relating to such advertising, public relations and promotional campaigns. Franchisee acknowledges that not all Franc...
	8.3.4 Franchisor shall either

	8.3.5 If less than the total of all contributions and allocations to the Marketing Fund are expended during any fiscal year, such excess may be accumulated for use during subsequent years. Franchisor may spend in any fiscal year an amount greater or l...

	8.4 Co-op Advertising
	8.4.1 If and when Franchisor creates a Co-op Advertising Region for the region in which the Restaurant operated hereunder is located, Franchisee (and, if Franchisor or an Affiliate of Franchisor owns a Restaurant in such Co-op Advertising Region, then...
	8.4.2 Franchisee and other members of the Co-op Advertising Region, whose agreements require their participation, will contribute to the Co-op Advertising Region such amount as may be determined by Franchisor; provided, however, the rate of contributi...
	8.4.3 Subject to Section ‎8.4.1 of this Agreement, each Co-op Advertising Region will decide as to the usage of funds available to it for media time, production of media materials, whether for radio, television, newspapers or Restaurant level material...

	8.5 Telephone Numbers and Directory Advertising
	8.6 Promotional Campaigns
	8.7 Internet
	8.7.1 Neither Franchisee nor its Affiliate, nor their respective Owners or Related Persons, shall directly or indirectly develop, create, generate, own, license, lease or use in any manner any computer medium or electronic medium (including any Intern...
	8.7.2 Franchisor has established one or more Internet web sites. Franchisor shall have discretion over the design, content and functionality of such web sites. Franchisor may include one or more interior pages that identifies Restaurants operated unde...
	8.7.3 Franchisee acknowledges and agrees that Franchisor (or its Affiliate) is the owner of, and will retain all right, title and interest in and to (i) the domain names “Farmer Boys”; (ii) the URLs: www.farmerboys.com, www.farmerboys.biz, www.farmerb...


	ARTICLE 9  DISTRIBUTION AND PURCHASE OF EQUIPMENT, SUPPLIES, AND OTHER PRODUCTS
	9.1 FARMER BOYS® Brand Products
	9.2 Proprietary Products
	9.3 Non-Proprietary Products
	9.3.1 Franchisee may purchase authorized Non-Proprietary Products from (i) Franchisor or its Affiliates (if they sell the same); (ii) Suppliers designated by Franchisor; or (iii) Suppliers selected by Franchisee and approved in writing by Franchisor p...
	9.3.2 If Franchisee should desire to procure authorized Non-Proprietary Products from a Supplier other than Franchisor or one previously approved or designated by Franchisor (and not subsequently disapproved), Franchisee shall deliver written notice t...
	9.3.3 Franchisor will use its good faith efforts to notify Franchisee of its decision within 60 days after Franchisor’s receipt of Franchisee’s request for approval and other requested information and items in full compliance with this Section ‎9.3; s...

	9.4 Supplier Approvals
	9.4.1 Without limiting the foregoing, Franchisor may disapprove a proposed Supplier, if in Franchisor’s opinion, the approval of the proposed Supplier would disrupt or adversely impact Franchisor’s national or regional distributional arrangements. Fra...
	9.4.2 As a further condition of its approval of a Supplier, Franchisor may require a Supplier to execute a license or other agreement prescribed by Franchisor, agreeing in writing: (i) to provide from time to time upon Franchisor’s request free sample...
	9.4.3 Franchisee or the proposed Supplier shall pay to Franchisor in advance (or upon Franchisor’s request, reimburse Franchisor for) all of Franchisor’s anticipated costs in reviewing the application of the Supplier to service the Franchisee and all ...
	9.4.4 Franchisee shall at all times remain current and fully comply and perform each of its obligations to its landlord, vendors and Suppliers.

	9.5 Test Marketing
	9.6 Customer Reporting and Comments
	9.6.1 At Franchisor’s request, Franchisee shall use reasonable efforts to secure the names, addresses and other information reasonably required by Franchisor, of Franchisee’s customers at the Licensed Restaurant and shall allow such information to be ...
	9.6.2 At Franchisor’s request, Franchisee shall purchase, use and display in the Licensed Restaurant during all operating hours customer comment and other cards in the manner specified in the Manuals, or use other physical and electronic methods to ga...


	ARTICLE 10  REPORTS, BOOKS AND RECORDS, INSPECTIONS
	10.1 General Reporting
	10.1.1 Unless otherwise agreed by Franchisor in writing, Franchisee shall also submit condensed reports (by paper, facsimile, email, or other method of transmission) of daily Adjusted Gross Revenue to Franchisor on a weekly basis in accordance with th...
	10.1.2 On or before the Wednesday following each Week during the Term hereof, Franchisee shall submit an Adjusted Gross Revenue report signed by Franchisee, on a form prescribed by Franchisor, reporting all Adjusted Gross Revenue for the preceding Wee...
	10.1.3 On or before the 45th day following each calendar quarter during the Term hereof, Franchisee shall submit to Franchisor financial statements for the preceding calendar quarter, including a balance sheet and profit and loss statement, prepared i...
	10.1.4 Within 45 days following the end of each calendar year, Franchisee shall submit to Franchisor an unaudited annual financial statement prepared in accordance with generally accepted accounting principles, and in such form and manner prescribed b...

	10.2 Inspections
	10.3 Audits
	10.4 Books and Records

	ARTICLE 11  TRADEMARKS AND OTHER INTELLECTUAL PROPERTY
	11.1 Use of Marks
	11.2 Non-Use of Trade Name
	11.3 Use of Other Trademarks
	11.4 Non-ownership of Marks
	11.5 Defense of Marks
	11.6 Prosecution of Infringers
	11.7 Modification of Marks
	11.8 Acts in Derogation of the Marks
	11.9 Assumed Name Registration
	11.10 Concepts Developed by Franchisee
	11.11 Copyrights

	ARTICLE 12  COVENANTS REGARDING OTHER BUSINESS INTERESTS
	12.1 Non-Competition
	12.1.1 During the Term, no Related Person or Designated Manager shall in any capacity, either directly or indirectly, through one or more affiliated Entities, (i) engage in any Competitive Activities at any location, unless Franchisor shall consent th...
	12.1.2 Upon (i) the expiration or termination of this Agreement, (ii) the occurrence of any Assignment, or (iii) the cession of any Related Person’s relationship with Franchisee, each person who was a Related Person before such event shall not for a p...

	12.2 Capitalization.  Franchisee represents to Franchisor that it has taken all necessary and proper action required by the laws of the jurisdiction in which the Territory is located and has the right to execute this Agreement and perform under all of...
	12.3 Trade Secrets
	12.3.1 Franchisor possesses and continues to develop, and during the course of the relationship established hereunder, Related Persons may have access to, proprietary and confidential information, including the Trade Secrets, proprietary software (and...
	12.3.2 Each Related Person shall acquire no interest in the Trade Secrets other than the right to use them in developing and operating the Licensed Restaurant during the Term of this Agreement. A Related Person’s duplication or use of the Trade Secret...
	12.3.3 In view of the importance of the Marks and the Trade Secrets and the incalculable and irreparable harm that would result to the parties in the event of a default of the covenants and agreements set forth herein in connection with these matters,...

	12.4 Confidentiality and Press Releases
	12.5 Effect of Applicable Law
	12.6 Survival

	ARTICLE 13  NATURE OF INTEREST, ASSIGNMENT
	13.1 Assignment by Franchisor
	13.2 Assignment by Franchisee
	13.2.1 The rights and duties created by this Agreement are personal to Franchisee. This Agreement has been entered into by Franchisor in reliance upon and in consideration of the singular individual or collective character, reputation, skill attitude,...
	13.2.2 If Franchisee is an Entity, such Entity may not be a trust, and Franchisee shall promptly provide Franchisor with written notice (stating such information as Franchisor may from time to time require) of each and every transfer, assignment and e...
	13.2.3 Franchisor will not unreasonably withhold its consent to any Assignment which is subject to the restrictions of this Article, provided however, Franchisor may impose any reasonable condition to the granting of its consent, and requiring Franchi...
	(a) Franchisee’s written request for Franchisor’s consent to Assignment must be accompanied by a detailed description of the price and all material terms and conditions of the proposed Assignment and the identity of the proposed assignee and such othe...
	(b) Franchisor’s receipt of an estoppel agreement indicating any and all causes of action, if any, that Franchisee may have against Franchisor or if none exist, so stating, and a list of all Owners having an interest in this Agreement or in Franchisee...
	(c) Franchisee’s written request for consent to any Assignment must be accompanied by an offer to Franchisor of a right of first refusal to purchase the interest which is proposed to be transferred, on the same terms and conditions offered by the thir...
	(d) The Franchisee shall not be in default under the terms of this Agreement (or any other related agreement), the Manuals or any other obligations owed Franchisor, and all of its then-due monetary obligations to Franchisor shall have been paid in full;
	(e) The Franchisee, and its Owners, shall execute a general release under seal, in a form prescribed by Franchisor, of any and all claims against Franchisor, its Affiliates, Owner(s), directors, officers, agents and employees;
	(f) The transferee/assignee and its Owners, officers, directors, managers, its operating principal, Restaurant manager and other employees responsible for the operation of the Licensed Restaurant shall each have demonstrated to Franchisor’s satisfacti...
	(g) The transferee/assignee shall have either (a) assumed this Agreement by a written assumption agreement approved by Franchisor, or has agreed to do so at closing, and at closing executes an assumption agreement approved by Franchisor; provided howe...
	(h) If this Agreement has been executed pursuant to an Area Development Agreement with Franchisor (whether or not such agreement remains in effect), that this Agreement and all other franchise agreements executed pursuant to such Area Development Agre...
	(i) The assignee shall agree to refurbish and equip the Licensed Restaurant as needed (in Franchisor’s discretion) to match the building design, trade dress, color scheme and presentation, and furnishings, fixtures and equipment (including Information...
	(j) There shall not be any suit, action, or proceeding pending, or to the knowledge of Franchisee any suit, action, or proceeding threatened, against Franchisee with respect to the Licensed Restaurant;
	(k) The transferee/assignee will pay 50% of the then-current initial franchise fee unless transferee is existing franchisee, in which case fee is 25% of the then-current initial franchise fee.  Upon submission of Franchisee’s request for Franchisor’s ...
	(l) The transferee/assignee, its operating principal, Restaurant manager and other employees responsible for the operation of the Licensed Restaurant shall have satisfactorily completed Franchisor’s Initial Training Program prior to the effectiveness ...
	(m) Franchisee shall obtain Franchisor’s approval of the material terms and conditions of such transfer, and in connection therewith, Franchisor shall have the right, without limitation, to consider whether the price and terms of payment are so burden...

	13.2.4 Franchisor’s consent to an Assignment shall not constitute a waiver of any claims it may have against the transferring party arising out of this Agreement or otherwise, including (a) any payment or other duty owed by Franchisee to Franchisor un...

	13.3 Entity Franchisee
	13.3.1 Franchisee represents and warrants that the information set forth in Exhibit C, which is annexed hereto and by this reference made a part hereof, is accurate and complete in all material respects. Franchisee shall notify Franchisor in writing w...
	13.3.2 All of Franchisee’s organizational documents (including articles of partnership, partnership agreements, articles of incorporation, articles of organization, bylaws, shareholders agreements, trust instruments, or their equivalent) will provide ...
	13.3.3 All present and future Owners of a 10% or more (directly or indirectly), in the aggregate, of the Equity or voting rights in Franchisee, will execute a written guaranty in a form prescribed by Franchisor, the current form of which is attached h...
	13.3.4 Securities, partnership or other ownership interests in Franchisee may not be offered to the public under the Securities Act of 1933, as amended, nor may they be registered under the Securities Exchange Act of 1934, as amended, or any comparabl...

	13.4 Assignment to a Controlled Entity
	13.4.1 If Franchisee is one or more individuals (with Franchisor’s prior written consent which may be given or withheld in its sole discretion), and in the event that Franchisee proposes to transfer all of its interest in this Agreement and the assets...
	(a) Upon Franchisor’s request, Franchisee delivering to Franchisor a true, correct and complete copy of the transferee Entity’s articles of incorporation or articles of organization, bylaws, operating agreement, partnership agreement, and other organi...
	(b) the transferee Entity’s articles of incorporation or articles of organization, bylaws, and operating agreement, as applicable, shall provide that its activities are confined exclusively to operating the Restaurant operated hereunder;
	(c) Franchisee directly owns not less than 100% of the Equity and voting rights of the transferee Entity, and the Entity may not be a trust;
	(d) such Entity is in good standing in its jurisdiction of organization and each other jurisdiction where the conduct of its business or the operation of its properties requires it to be so qualified;
	(e) the person designated by Franchisee as the Operating Principal has exclusive day-to-day operational control of the Licensed Restaurant;
	(f) such Entity conducts no other business than the operation of Restaurants;
	(g) such Entity assumes all of the obligations under this Agreement pursuant to written agreement, the form and substance of which shall be acceptable to Franchisor;
	(h) Each individual comprising Franchisee, and all present and future owners of 10% or more (directly or indirectly), in the aggregate, of the Equity or voting rights of Franchisee shall execute a written guaranty in a form prescribed by Franchisor, t...
	(i) That none of the Owners of the Equity of the transferee Entity is, directly or indirectly, engaged in a Competitive Activity;
	(j) At Franchisor’s request, Franchisee shall, and shall cause each of its Affiliates who have executed a franchise agreement and each direct or indirect parent or subsidiary of such Affiliate, to execute and deliver to Franchisor a general release, o...
	(k) Franchisee shall reimburse Franchisor for all direct and indirect costs and expense it may incur in connection with the transfer, including attorney’s fees.

	13.4.2 In the event that Franchisee exercises its rights under Section ‎13.4.1 of this Agreement then Franchisee and such assignee Entity shall affirmatively covenant to continue to satisfy each of the conditions set forth in Section ‎13.4.1 of this A...


	ARTICLE 14  DEFAULT AND TERMINATION
	14.1 General
	14.2 Automatic Termination Without Notice
	14.3 Option to Terminate Without Opportunity to Cure
	14.3.1 Abandonment. If Franchisee shall abandon the Licensed Restaurant. For purposes of this Agreement, “abandon” shall refer to (i) Franchisee’s failure, at any time during the term of this Agreement, to keep the Premises or Licensed Restaurant open...
	14.3.2 Assignment, Death or Incapacity. If Franchisee shall purport to make any Assignment without the prior written consent of Franchisor; provided, however, that if the Licensed Restaurant continues to be operated in conformity with this Agreement (...
	14.3.3 Repeated Defaults. If Franchisee shall default in any obligation as to which Franchisee has previously received 2 or more written notices of default from Franchisor setting forth the default complained of within the preceding 12 months, such re...
	14.3.4 Violation of Law. If Franchisee fails, for a period of 10 days after having received notification of noncompliance from Franchisor or any governmental or quasi-governmental agency or authority, to comply with any federal, state or local law or ...
	14.3.5 Sale of Unauthorized Products. If Franchisee sells any unauthorized products to the public, and either continues to sell, or again sells, any unauthorized products to the public following written notice of default, whether or not having cured a...
	14.3.6 Under Reporting. If an audit or investigation conducted by Franchisor hereof discloses that Franchisee has knowingly maintained false books or records, or submitted false reports to Franchisor, or knowingly understated its Adjusted Gross Revenu...
	14.3.7 Intellectual Property Misuse. If Franchisee materially misuses or makes any unauthorized use of the Marks or otherwise materially impairs the goodwill associated therewith or Franchisor’s rights therein, or takes any action which reflects mater...
	14.3.8 Misrepresentation. If Franchisee makes any material misrepresentations relating to the acquisition of this Agreement;
	14.3.9 Health or Safety Violations. Franchisee’s conduct of the Licensed Restaurant is so contrary to this Agreement, the System and the Manuals as to constitute an imminent danger to the public health (for example, selling spoiled food knowing that t...
	14.3.10 Failure to Complete Training. If Franchisee, the initial Operating Principal or the initial Designated Manager fails to complete all phases of the Initial Training Program to Franchisor’s satisfaction prior to the opening of the Licensed Resta...

	14.4 Termination with Notice and Opportunity to Cure
	14.5 Reimbursement of Franchisor Costs
	14.6 Cross-Default
	14.7 Notice Required by Law
	14.8 Termination by Franchisee

	ARTICLE 15  RIGHTS AND OBLIGATIONS UPON TERMINATION
	15.1 General
	15.1.1 Unless Franchisor shall have notified Franchisee that Franchisor has elected to acquire the Licensed Restaurant as contemplated by Sections ‎5.3 and ‎15.1.2, Franchisee shall immediately cease to use all Trade Secrets, the Marks, and any confus...
	15.1.2 If Franchisor so elects, at its sole option, upon any termination or expiration of this Agreement, Franchisee will sell to Franchisor such equipment and furnishings as Franchisor may designate that are associated with the Licensed Restaurant at...
	15.1.3 Franchisor may retain all fees paid pursuant to this Agreement, and Franchisee shall immediately pay any and all amounts owing to Franchisor, its Affiliates, and/or suppliers.
	15.1.4 Any and all obligations of Franchisor to Franchisee under this Agreement shall immediately cease and terminate.
	15.1.5 Any and all rights of Franchisee under this Agreement shall immediately cease and terminate, and Franchisee shall immediately cease and thereafter refrain from representing itself as then or formerly a Franchisee or other Affiliate of Franchisor.
	15.1.6 Franchisee shall transfer and assign to Franchisor or its designee all telephone numbers, online listings, telephone listings and all other associated listings for the Licensed Restaurant, and Franchisee shall notify the telephone company and a...
	15.1.7 If Franchisor shall have authorized Franchisee to use the Marks, or any of them in connection with the Internet, any website, or e-mail address, Franchisee shall cancel or assign to Franchisor or its designate, as Franchisor determines, all of ...

	15.2 Survival of Obligations
	15.3 No Ownership of Marks
	15.4 Government Filings

	ARTICLE 16  INSURANCE
	16.1 Insurance
	16.2 Use of Proceeds
	16.3 Proof of Insurance

	ARTICLE 17  RELATIONSHIP OF PARTIES, DISCLOSURE
	17.1 Relationship of Franchisee to Franchisor
	17.2 Indemnity
	17.2.1 Franchisee shall protect, defend and indemnify Franchisor, and all of its past, present and future Owners, Affiliates, officers, directors, employees, attorneys and designees, and each of them, and hold them harmless from and against any and al...
	17.2.2 Franchisor shall give Franchisee prompt written notice of any claim for which Franchisor demands indemnity (provided that such obligation shall not constitute a condition to Franchisee’s indemnification obligation unless Franchisee has been mat...


	ARTICLE 18  MEDIATION AND ARBITRATION
	18.1 Mediation
	18.2 Arbitration
	18.2.1 Awards. The arbitrator will have the right to award or include in his award any relief which he or she deems proper in the circumstances, including money damages (with interest on unpaid amounts from the date due), specific performance, injunct...
	18.2.2 Permissible Parties. Franchisee and Franchisor agree that arbitration will be conducted on an individual, not a class wide, basis and that any arbitration proceeding between Franchisee and Franchisor will not be consolidated with any other arbi...
	18.2.3 Injunctive Relief. Notwithstanding anything to the contrary contained in Section ‎18.2, Franchisor and Franchisee will each have the right in a proper case to obtain specific performance, temporary restraining orders and temporary or preliminar...
	18.2.4 Survival. The provisions of this ‎Article 18 will continue in full force and effect subsequent to and notwithstanding the expiration or termination of this Agreement.


	ARTICLE 19  MISCELLANEOUS PROVISIONS
	19.1 Notices
	19.2 Franchisor’s Right to Cure Defaults
	19.3 Waiver and Delay
	19.4 Survival of Covenants
	19.5 Successors and Assigns; Benefit
	19.6 Joint and Several Liability
	19.7 Governing Law
	19.8 Entire Agreement
	19.9 Titles for Convenience
	19.10 Gender and Construction
	19.11 Severability
	19.12 Counterparts
	19.13 Fees and Expenses
	19.14 Waiver of Jury Trial; Venue

	ARTICLE 20  SUBMISSION OF AGREEMENT
	20.1 General

	ARTICLE 21  ACKNOWLEDGMENT
	21.1 General


	Exhibit C - Franchise Agreement.pdf
	ARTICLE 1  DEFINITIONS
	1.1 Certain Fundamental Definitions and Applicable Information

	ARTICLE 2  GRANT
	2.1 Grant
	2.1.1 Franchisor hereby awards Franchisee, and Franchisee hereby accepts, the right, license and obligation, during the Term, to use and display the Marks, and to use the System, to operate one (1) Restaurant at, and only at, the Approved Location upo...
	2.1.2 Franchisee may not offer, sell or provide delivery services or Catering services (directly or through any third party, including Uber Eats, Postmates, EZCater, GrubHub and DoorDash) without first obtaining Franchisor’s prior written consent, whi...

	2.2 No Sublicensing Rights
	2.3 Territorial Rights
	2.3.1 During the Term, neither Franchisor nor any Affiliate of Franchisor shall open or operate any Traditional Restaurant, nor license other to do so, within a one-mile radius surrounding the Licensed Restaurant, or other mutually agreeable geographi...
	2.3.2 Except to the limited extent expressly provided in Section ‎2.3.1 of this Agreement, the license granted to the Franchisee under this Agreement is nonexclusive and Franchisor expressly reserves all other rights not expressly and specifically pro...
	(a) to own or operate, and to license others (which may include its Affiliates) to own or operate (i) FARMER BOYS® Restaurants at any location outside the Territory, (ii) FARMER BOYS® Restaurants at Non-Traditional Venues at any location, and of any t...
	(b) to produce, license, distribute and market FARMER BOYS® Brand Products, including pre-packaged food items, dressings and other food and beverage products; books; clothing; souvenirs and novelty items; through any outlet and channel of commerce (re...



	ARTICLE 3  TERM AND RIGHT TO ENTER INTO SUCCESSOR FRANCHISE AGREEMENT
	3.1 Initial Term
	3.1.1 The term of this Agreement (“Term”) shall commence on the Effective Date and shall expire on the Expiration Date (see Section ‎1.1), unless sooner terminated or extended pursuant hereto.
	3.1.2 Notwithstanding anything herein to the contrary, the Term of this Agreement (and the Term of any Successor Agreement executed pursuant to Section ‎3.2) shall automatically terminate (i) upon the earlier expiration or termination of, as applicabl...

	3.2 Right to Enter into Successor Franchise Agreements
	3.2.1 Subject to the conditions contained in Section ‎3.4 of this Agreement and Franchisee’s compliance with Section ‎3.3  of this Agreement, and provided that Franchisor is then currently offering franchises in the same state in which the Franchisee’...
	3.2.2 The term of the Successor Franchise Agreement shall commence upon the date of expiration of the Term hereof or the term of the First Successor Franchise Agreement, as applicable, and notwithstanding the terms of Franchisor’s then-current form of...
	(a) The Successor Franchise Agreement shall provide that Franchisee must pay, in lieu of an initial franchise fee, a renewal fee in the amount of twenty-five (25%) percent of Franchisor’s then-current initial franchise fee; and
	(b) unless otherwise mutually agreed in writing, the First Successor Franchise Agreement shall be modified to provide for only one additional successor term, and the Second Successor Franchise Agreement shall be modified to provide no additional succe...


	3.3 Form and Manner of Exercising Successor Franchise Right
	3.3.1 Between 9 months and 12 months before the expiration of the Term, Franchisee shall notify Franchisor in writing (“Notice of Election”) that it intends to exercise its Successor Franchise Right and no sooner than immediately after the expiration ...
	3.3.2 If Franchisee shall have exercised its Successor Franchise Right in accordance with Section ‎3.3.1 of this Agreement and satisfied all of the conditions contained in Section ‎3.4 of this Agreement, Franchisor shall execute the Successor Franchis...
	3.3.3 If Franchisee subleases the Location from Franchisor or its Affiliate, Franchisee shall execute and return to Franchisor or its Affiliate, as applicable, the sublease or amendment to sublease (as prescribed by Franchisor or the Affiliate in acco...
	3.3.4 If Franchisee fails to perform any of the acts, or deliver any of the notices required pursuant to the provisions of Sections ‎3.3 or ‎3.4 of the Agreement, in a timely fashion, such failure shall be deemed an election by Franchisee not to exerc...

	3.4 Conditions Precedent to Entering into a Successor Franchise Agreement
	3.4.1 At the time Franchisee delivers its Notice of Election to Franchisor and at all times thereafter until the commencement of the applicable Successor Term, Franchisee shall have fully performed, in all material respects, all of its obligations und...
	3.4.2 At Franchisor’s request, Franchisee shall, prior to the date of commencement of the applicable Successor Term, undertake and complete at its expense, the remodeling, renovation, modernization, or refurbishing of the Premises, Approved Location a...
	3.4.3 Without limiting the generality of Section ‎3.4.1 of this Agreement, Franchisee shall not have committed and cured 3 or more material defaults of Articles ‎4, ‎7, ‎9, ‎10, ‎11 or ‎12 of the Agreement during any 36 month period during the Term of...
	3.4.4 Franchisee, and Franchisee’s employees, as applicable, shall comply with Franchisor’s then-current qualification, training and certification requirements at Franchisee’s expense.
	3.4.5 Franchisee shall have renewed or extended its Lease, or executed a new or amended Lease, pursuant to which Franchisee shall have secured the right to continue to occupy the Location after the expiration of the Term and throughout the First Succe...
	3.4.6 Concurrently with the execution of the applicable Successor Franchise Agreement, Franchisee shall, and shall cause each of its Affiliates to, execute and deliver to Franchisor a general release, on a form prescribed by Franchisor of any and all ...

	3.5 Renewal of Lease
	3.5.1 Franchisee acknowledges that its right to enter into a Successor Franchise Agreement, and the continuation of the Term of the Franchise Agreement, shall be subject to the continuation of Franchisee’s right to occupy the Location.
	3.5.2 If Franchisee’s Location is subleased by Franchisee from Franchisor or its Affiliate, and as a condition to or in consideration for Franchisor or its Affiliate renewing or extending its Master Lease, Franchisor or its Affiliate is required to or...

	3.6 Notice Required by Law

	ARTICLE 4  PAYMENTS
	4.1 Initial Fee
	4.2 Continuing Royalty
	4.3 Marketing Fund Contribution
	4.4 Grand Opening Fee
	4.5 Manner of Payment
	4.6 EFT and Pre-Authorized Payments
	4.6.1 Franchisee, at Franchisee’s sole cost and expense, shall instruct its bank to pay the amount of its Continuing Royalty, Marketing Fund Contribution and other fees directly to Franchisor from Franchisee’s account, by electronic funds transfer or ...
	4.6.2 Franchisor may unilaterally estimate and draw down the amounts owed by Franchisee, in accordance with the system Franchisor establishes from time to time, which system may include EFT systems, automatic debits, use of Franchisee pre-authorized c...

	4.7 Other Payments
	4.7.1 The amount of all sales taxes, use taxes, personal property taxes and similar taxes, which shall be imposed upon Franchisee and required to be collected or paid by Franchisor (a) on account of Franchisee’s Adjusted Gross Revenue, or (b) on accou...
	4.7.2 All amounts due for any reason, including pursuant to Franchisee’s Lease or related to Franchisee’s site, on account of purchases of goods, supplies or services relating to the Licensed Restaurant, or amounts which Franchisor has become obligate...
	4.7.3 Franchisee shall pay when due (or if applicable, shall timely reimburse Franchisor) for all goods and services used in the construction or operation of the Restaurant. Franchisee hereby understands, acknowledges and agrees that the failure to ma...

	4.8 Application of Funds
	4.9 Interest and Charges for Late Payments

	ARTICLE 5  CONSTRUCTION AND COMMENCEMENT OF BUSINESS
	5.1 Approved Location
	5.1.1 If no Approved Location has been inserted in the blank space provided above at the time of execution of this Agreement, Franchisee shall promptly following the execution hereof locate one or more proposed sites which meet Franchisor’s then-curre...
	5.1.2 Franchisee may not conduct any activities associated with Franchisor or the Marks at any location except for operating the Licensed Restaurant in accordance with this Agreement, or other agreement with Franchisor.
	5.1.3 Franchisee may not relocate the Licensed Restaurant without Franchisor’s prior written consent. If Franchisor shall consent to any relocation, Franchisee shall de-identify the former location in the manner described in Section ‎15.1.5 of this Ag...

	5.2 Franchisor Site Selection Assistance
	5.3 Lease or Purchase of Approved Location
	5.3.1 If the Approved Location is leased or subleased, unless otherwise expressly agreed by Franchisor in writing: (i) the Lease shall name Franchisee as the sole lessee thereunder and may not be assigned or sublet without Franchisor’s prior written c...
	5.3.2 If Franchisor or its designee elects to succeed to Franchisee’s rights under the Lease, as aforesaid, Franchisee shall assign to Franchisor or such designee all of its right, title and interest in and to the Lease, whereupon the lessor thereunde...
	5.3.3 Franchisee hereby authorizes Franchisor to communicate with the lessor under the Lease (and hereby authorizes such lessor to communicate with Franchisor) for any purpose, including de-identification of the Approved Location following the termina...
	5.3.4 If the Approved Location is to be purchased by Franchisee, the contract for purchase and sale shall be subject to Franchisor’s review and acceptance, a true and correct copy of which shall be delivered to Franchisor at least 15 days prior to the...
	5.3.5 If Franchisee or its Affiliate owns or purchases the land, building or premises for the Approved Site, in addition to the rights provided for in the Addendum to Lease attached as Exhibit D, Franchisee hereby grants Franchisor an option to purcha...
	(a) If Franchisor gives notice of its desire to exercise its said purchase option (the “Option Notice”), Franchisor and Franchisee shall confer in good faith in an effort to mutually agree on the Fair Market Value during the 30 day period following te...
	(b) If the parties fail to agree on an appraiser, then within 45 days following the date of the Option Notice, Franchisor will select one appraiser, and Franchisee will select one appraiser. Each party shall promptly advise the other party in writing ...
	(c) Each of the appraisers shall conduct an appraisal within 30 days after being appointed, and shall submit their appraisals in writing to Franchisee and Franchisor within such period.
	(d) Fair Market Value will be determined solely by reference to Franchisee’s FARMER BOYS® Restaurant, and the appraiser shall be instructed in writing by each party not to, and the appraiser shall not, consider or attribute any value to: (a) any goodw...
	(e) Any appraiser, to be qualified to conduct an appraisal hereunder, shall be an independent appraiser (i.e., not be a Related Person of Franchisee or Franchisor), an M.A.I. appraiser or its equivalent or an investment bank, with at least ten (10) ye...


	5.4 Construction
	5.4.1 Following the Effective Date and before the renovation or construction of the Licensed Restaurant or the Approved Location, Franchisor shall provide Franchisee with copies of Franchisor’s System Standards for the design and layout of the License...
	5.4.2 Franchisor has the right, but not the obligation, to perform inspections of the Licensed Restaurant and Premises during construction and after construction to ensure that the Licensed Restaurant is built in accordance with the drawings and speci...
	5.4.3 Franchisee may from time to time request additional information regarding the design and construction of the Licensed Restaurant, which, if in the possession of Franchisor, shall be provided at no expense to Franchisee. Upon request, Franchisor ...
	5.4.4 Subject only to Force Majeure (provided that Franchisee continuously complies with Section ‎5.4.6 of this Agreement), Franchisee shall complete construction or renovation, as the case may be, of the Premises, the Licensed Restaurant and all impr...
	5.4.5 The time periods for the commencement and completion of construction and the installation of fixtures, signs, machinery and equipment as referred to in this Section ‎5.4 are of the essence of this Agreement. If Franchisee fails to perform its ob...
	5.4.6 In the event of the occurrence of an event which Franchisee claims to constitute Force Majeure, Franchisee shall provide written notice to Franchisor in writing within 5 days following commencement of the alleged Force Majeure which notice shall...
	5.4.7 Franchisor’s acceptance of Franchisee’s plans and specifications for the Approved Location, Franchisor’s guidance with the development of the Approved Location, and Franchisor’s authorization to open the Licensed Restaurant are to assure that Fr...

	5.5 Maintaining and Remodeling of Licensed Restaurant
	5.5.1 Franchisee shall maintain the condition and appearance of the Licensed Restaurant in a “like new” level of cosmetic appearance consistent with the image of Restaurants as attractive, clean, and efficiently operated, offering high quality food pr...
	5.5.2 In addition to Franchisee’s obligations under Section ‎5.5.1, during the Term, but not more frequently than once every 5 years during the Term and as a condition to Franchisee’s exercising its Successor Franchise Right, Franchisor may require Fr...
	5.5.3 If the Licensed Restaurant is damaged or destroyed by fire or any other casualty, Franchisee, within 90 days thereof, shall initiate such repairs or reconstruction, and thereafter in good faith and with due diligence continue (until completion) ...


	ARTICLE 6  TRAINING
	6.1 Initial Training Program
	6.1.1 At no extra charge, Franchisor shall provide an Initial Training Program in the Franchisor’s System and methods of operation (the “Initial Training Program”) at Franchisor’s headquarters in Riverside, California and/or other location specified b...
	6.1.2 Franchisor shall determine the contents and manner of conducting the Initial Training Program in its discretion, however, the training course will be structured to provide practical training in the implementation and operation of a Restaurant an...
	6.1.3 The Initial Training Program shall not be provided if (i) Franchisee and/or any Affiliate of Franchisee owns or operates two or more Restaurants as of the Effective Date, provided however, that Franchisor may, in its sole discretion, require Fra...
	6.1.4 Franchisee acknowledges that because of Franchisor’s superior skill and knowledge with respect to the training and skill required to manage the Restaurant, its judgment as to whether or not the Franchisee or his manager has satisfactorily comple...

	6.2 On-Site Opening Assistance
	6.3 Additional Training
	6.3.1 All newly hired and replacement Operating Principal(s) and Designated Managers of the Licensed Restaurant shall be subject to Franchisor’s reasonable approval and shall successfully complete, to Franchisor’s satisfaction, the Initial Training Pr...
	6.3.2 Franchisee shall pay Franchisor’s then current, reasonable charges (as set forth in the Manuals) for any such training performed by Franchisor at Franchisee’s request, or which is otherwise required hereunder and not covered by Sections ‎6.1.1 a...
	6.3.3 Franchisor may, from time to time, (i) require Franchisee, its Operating Principal and its Designated Manager(s), or any of them, to attend additional training courses or programs, though Franchisor will not require attendance more than twice pe...
	6.3.4 Franchisor and its designees shall have the right to enter the Licensed Restaurant to conduct training programs for franchisees (and prospective franchisees) of Franchisor, from time to time and at a time and in a manner consistent with Franchis...

	6.4 Annual Meeting
	6.5 Other Assistance
	6.5.1 Franchisee shall have the right, at no additional charge, to inquire of Franchisor’s headquarters staff, its field representatives and training staff with respect to problems relating to the operation of the Licensed Restaurant, by telephone, el...
	(a) At Franchisee’s request, Franchisor may, but shall not be obligated to (a) cause its field representatives to visit the Licensed Restaurant to advise, consult with, or train Franchisee in connection with its performance and operation of the Licens...
	(b) At Franchisee’s request, Franchisor may, but shall not be obligated to, temporarily lend Franchisee trained employees to enable Franchisee to meet the Farmer Boys® System standards at opening or at other times when Franchisee may be temporarily un...

	6.5.2 In the event of any sale transfer, or Assignment, the transferee/assignee must be approved and trained by Franchisor as a condition of Franchisor’s consent to such transfer. The Licensed Restaurant shall not be transferred, opened, or re-opened ...


	ARTICLE 7  MANUALS AND STANDARDS OF OPERATOR QUALITY, CLEANLINESS AND SERVICE
	7.1 Compliance with Applicable Law
	7.2 Operating Principal and Management Employees
	7.2.1 The Operating Principal shall be principally responsible for communicating and coordinating with Franchisor regarding business, operational and other ongoing matters concerning this Agreement and the Licensed Restaurant. The Operating Principal ...
	7.2.2 Franchisee shall notify Franchisor in writing at least 10 days prior to employing the Operating Principal setting forth in reasonable detail all information reasonably requested by Franchisor. Franchisor’s acceptance of the Operating Principal s...
	7.2.3 Franchisee shall ensure that the operation of the Licensed Restaurant is at all times under the direct control of the Operating Principal or a Designated Manager. At all times that the Licensed Restaurant is open and at all times which pre-openi...
	7.2.4 Upon the opening by Franchisee or its Affiliate of six (6) FARMER BOYS® Restaurants (including all Restaurants owned or operated by Franchisee and its Affiliates), Franchisee or one of such Affiliates shall hire and maintain a Multi-Unit Manager...

	7.3 Computer/Information Systems
	7.3.1 Franchisee shall purchase, use and maintain the Information Systems specified in the Manuals in accordance with the Franchisor’s System Standards. The Information Systems must at all times be connected to one or more high-speed communications me...
	7.3.2 Franchisee shall not use or permit the use of the Information Systems for any unlawful or non-business-related activity. Franchisee shall not install or use, and shall prohibit others from installing and using, unauthorized hardware or other com...
	7.3.3 Franchisee shall, upon Franchisor’s request transmit e-mail, digital photos and real time video and audio signals of the Restaurant to, and in the form and manner prescribed by Franchisor.
	7.3.4 Within a reasonable time upon Franchisor’s request, Franchisee shall apply for and maintain systems for use of debit cards, credit cards, stored-value, loyalty and gift cards, certificates and other non- cash payment methods. Franchisee shall ad...

	7.4 Manuals
	7.4.1 The subject matter of the Manuals may include matters such as: forms, information relating to product and menu specifications, purchase orders, general operations, labor management, Adjusted Gross Revenue reports, training and accounting; sanita...
	7.4.2 Franchisor shall have the right to modify the Manuals at any time and from time to time; provided, that no such modification shall alter Franchisee’s fundamental status and rights under this Agreement. Modifications in the Manuals shall become e...
	7.4.3 Upon the execution of this Agreement, Franchisor shall lend to Franchisee one copy of the Manuals, unless Franchisee purchased the Licensed Restaurant from an existing franchisee or Franchisee has entered into this Agreement as a Successor Franc...
	7.4.4 Franchisor may establish and impose fines for violating Franchisee’s duties under this Agreement or the Manuals. The fact that fines may be imposed will neither be construed as a waiver of Franchisor’s right to require strict compliance with thi...

	7.5 Hours
	7.6 Product Line and Service
	7.7 Utensils, Fixtures and Other Goods
	7.8 Menus
	7.8.1 Authorized FARMER BOYS® Products shall be marketed by approved menu format(s) to be utilized in the Licensed Restaurant. The approved and authorized menu and menu format(s) may include, in Franchisor’s discretion, requirements concerning organiz...
	7.8.2 Franchisee shall, upon receipt of notice from Franchisor, add, delete, or update any Authorized FARMER BOYS® Products to its menu(s) according to the instructions contained in the notice. Franchisee shall have 10 days after receipt of written no...
	7.8.3 All food products sold by Franchisee shall be of the highest quality, and the ingredients, composition, specifications, and preparation of such food products shall comply with the instructions and other requirements communicated by Franchisor or...
	7.8.4 Franchisee may request that Franchisor approve additional menu items, including food, beverage and merchandise, to be offered at the Licensed Restaurant. Franchisee shall request, in writing, that Franchisor approve such additional menu items an...

	7.9 Notification of Legal Proceedings; and Crisis Management Events
	7.9.1 Franchisee shall notify Franchisor in writing promptly, but in any event within 10 days after Franchisee receives actual notice, of the commencement of any investigation, action, suit, or other proceeding, or the issuance of any order, writ, inj...
	7.9.2 Upon the occurrence of a Crisis Management Event, Franchisee shall immediately inform Franchisor, as instructed in the Manuals or otherwise by Franchisor, by telephone and email (or other electronic messaging medium authorized by Franchisor for ...

	7.10 Signs
	7.11 Uniforms and Employee Appearance
	7.12 Vending or Other Machines
	7.13 Co-Branding
	7.14 Intranet
	7.14.1 Franchisor has established and maintains an Intranet through which franchisees of Franchisor may communicate with each other, and through which Franchisor and Franchisee may communicate with each other and through which Franchisor disseminates ...
	7.14.2 Franchisee shall have the mere privilege to use the Intranet, subject to Franchisee’s strict compliance with the System Standards, protocols and restrictions that Franchisor may establish from time to time. Such System Standards, protocols and ...

	7.14.3 Upon Franchisor’s request, Franchisee shall establish and continually maintain (during all times that the Intranet shall be established and until the termination of this Agreement) an electronic connection (the specifications of which shall be ...
	7.14.4 At Franchisor’s request, Franchisee shall contribute a reasonable amount toward the cost of the Intranet’s maintenance, as imposed from time to time by Franchisor. Such contribution shall be established by Franchisor by not later than January 3...
	7.14.5 If Franchisee shall default under this Agreement or any other agreement with Franchisor or its Affiliate, Franchisor may, in addition to, and without limiting any other rights and remedies available to Franchisor, disable or terminate Franchise...
	7.14.6 If Franchisor has enabled the Intranet to facilitate Franchisee ordering goods and products from Franchisor and other vendors, then to the maximum extent possible, Franchisee shall order and purchase through the Intranet all good and products a...


	ARTICLE 8  ADVERTISING AND CO-OPS
	8.1 General Marketing Requirements
	8.2 Local Advertising and Promotion
	8.2.1 Each calendar year, Franchisee shall expend no less than 1% of its Adjusted Gross Revenue for local advertising of the Licensed Restaurant is primarily directed to people or companies within the Territory, if Franchisee has a single Restaurant f...

	8.3 Marketing Fund
	8.3.1 Franchisee’s Marketing Fund Contribution shall be applied to the Marketing Fund. An amount equal to all Marketing Fund revenues and allocations will be expended for national, regional, or local advertising, public relations or promotional campai...
	8.3.2 Franchisor may employ individuals, consultants or advertising or other agencies, including consultants or agencies owned by, operated by or affiliated with Franchisor, to provide services for the Marketing Fund. The Marketing Fund may be used to...
	8.3.3 Franchisor shall determine, in its discretion, the cost, media, content, format, style, timing, allocation and all other matters relating to such advertising, public relations and promotional campaigns. Franchisee acknowledges that not all Franc...
	8.3.4 Franchisor shall either

	8.3.5 If less than the total of all contributions and allocations to the Marketing Fund are expended during any fiscal year, such excess may be accumulated for use during subsequent years. Franchisor may spend in any fiscal year an amount greater or l...

	8.4 Co-op Advertising
	8.4.1 If and when Franchisor creates a Co-op Advertising Region for the region in which the Restaurant operated hereunder is located, Franchisee (and, if Franchisor or an Affiliate of Franchisor owns a Restaurant in such Co-op Advertising Region, then...
	8.4.2 Franchisee and other members of the Co-op Advertising Region, whose agreements require their participation, will contribute to the Co-op Advertising Region such amount as may be determined by Franchisor; provided, however, the rate of contributi...
	8.4.3 Subject to Section ‎8.4.1 of this Agreement, each Co-op Advertising Region will decide as to the usage of funds available to it for media time, production of media materials, whether for radio, television, newspapers or Restaurant level material...

	8.5 Telephone Numbers and Directory Advertising
	8.6 Promotional Campaigns
	8.7 Internet
	8.7.1 Neither Franchisee nor its Affiliate, nor their respective Owners or Related Persons, shall directly or indirectly develop, create, generate, own, license, lease or use in any manner any computer medium or electronic medium (including any Intern...
	8.7.2 Franchisor has established one or more Internet web sites. Franchisor shall have discretion over the design, content and functionality of such web sites. Franchisor may include one or more interior pages that identifies Restaurants operated unde...
	8.7.3 Franchisee acknowledges and agrees that Franchisor (or its Affiliate) is the owner of, and will retain all right, title and interest in and to (i) the domain names “Farmer Boys”; (ii) the URLs: www.farmerboys.com, www.farmerboys.biz, www.farmerb...


	ARTICLE 9  DISTRIBUTION AND PURCHASE OF EQUIPMENT, SUPPLIES, AND OTHER PRODUCTS
	9.1 FARMER BOYS® Brand Products
	9.2 Proprietary Products
	9.3 Non-Proprietary Products
	9.3.1 Franchisee may purchase authorized Non-Proprietary Products from (i) Franchisor or its Affiliates (if they sell the same); (ii) Suppliers designated by Franchisor; or (iii) Suppliers selected by Franchisee and approved in writing by Franchisor p...
	9.3.2 If Franchisee should desire to procure authorized Non-Proprietary Products from a Supplier other than Franchisor or one previously approved or designated by Franchisor (and not subsequently disapproved), Franchisee shall deliver written notice t...
	9.3.3 Franchisor will use its good faith efforts to notify Franchisee of its decision within 60 days after Franchisor’s receipt of Franchisee’s request for approval and other requested information and items in full compliance with this Section ‎9.3; s...

	9.4 Supplier Approvals
	9.4.1 Without limiting the foregoing, Franchisor may disapprove a proposed Supplier, if in Franchisor’s opinion, the approval of the proposed Supplier would disrupt or adversely impact Franchisor’s national or regional distributional arrangements. Fra...
	9.4.2 As a further condition of its approval of a Supplier, Franchisor may require a Supplier to execute a license or other agreement prescribed by Franchisor, agreeing in writing: (i) to provide from time to time upon Franchisor’s request free sample...
	9.4.3 Franchisee or the proposed Supplier shall pay to Franchisor in advance (or upon Franchisor’s request, reimburse Franchisor for) all of Franchisor’s anticipated costs in reviewing the application of the Supplier to service the Franchisee and all ...
	9.4.4 Franchisee shall at all times remain current and fully comply and perform each of its obligations to its landlord, vendors and Suppliers.

	9.5 Test Marketing
	9.6 Customer Reporting and Comments
	9.6.1 At Franchisor’s request, Franchisee shall use reasonable efforts to secure the names, addresses and other information reasonably required by Franchisor, of Franchisee’s customers at the Licensed Restaurant and shall allow such information to be ...
	9.6.2 At Franchisor’s request, Franchisee shall purchase, use and display in the Licensed Restaurant during all operating hours customer comment and other cards in the manner specified in the Manuals, or use other physical and electronic methods to ga...


	ARTICLE 10  REPORTS, BOOKS AND RECORDS, INSPECTIONS
	10.1 General Reporting
	10.1.1 Unless otherwise agreed by Franchisor in writing, Franchisee shall also submit condensed reports (by paper, facsimile, email, or other method of transmission) of daily Adjusted Gross Revenue to Franchisor on a weekly basis in accordance with th...
	10.1.2 On or before the Wednesday following each Week during the Term hereof, Franchisee shall submit an Adjusted Gross Revenue report signed by Franchisee, on a form prescribed by Franchisor, reporting all Adjusted Gross Revenue for the preceding Wee...
	10.1.3 On or before the 45th day following each calendar quarter during the Term hereof, Franchisee shall submit to Franchisor financial statements for the preceding calendar quarter, including a balance sheet and profit and loss statement, prepared i...
	10.1.4 Within 45 days following the end of each calendar year, Franchisee shall submit to Franchisor an unaudited annual financial statement prepared in accordance with generally accepted accounting principles, and in such form and manner prescribed b...

	10.2 Inspections
	10.3 Audits
	10.4 Books and Records

	ARTICLE 11  TRADEMARKS AND OTHER INTELLECTUAL PROPERTY
	11.1 Use of Marks
	11.2 Non-Use of Trade Name
	11.3 Use of Other Trademarks
	11.4 Non-ownership of Marks
	11.5 Defense of Marks
	11.6 Prosecution of Infringers
	11.7 Modification of Marks
	11.8 Acts in Derogation of the Marks
	11.9 Assumed Name Registration
	11.10 Concepts Developed by Franchisee
	11.11 Copyrights

	ARTICLE 12  COVENANTS REGARDING OTHER BUSINESS INTERESTS
	12.1 Non-Competition
	12.1.1 During the Term, no Related Person or Designated Manager shall in any capacity, either directly or indirectly, through one or more affiliated Entities, (i) engage in any Competitive Activities at any location, unless Franchisor shall consent th...
	12.1.2 Upon (i) the expiration or termination of this Agreement, (ii) the occurrence of any Assignment, or (iii) the cession of any Related Person’s relationship with Franchisee, each person who was a Related Person before such event shall not for a p...

	12.2 Capitalization.  Franchisee represents to Franchisor that it has taken all necessary and proper action required by the laws of the jurisdiction in which the Territory is located and has the right to execute this Agreement and perform under all of...
	12.3 Trade Secrets
	12.3.1 Franchisor possesses and continues to develop, and during the course of the relationship established hereunder, Related Persons may have access to, proprietary and confidential information, including the Trade Secrets, proprietary software (and...
	12.3.2 Each Related Person shall acquire no interest in the Trade Secrets other than the right to use them in developing and operating the Licensed Restaurant during the Term of this Agreement. A Related Person’s duplication or use of the Trade Secret...
	12.3.3 In view of the importance of the Marks and the Trade Secrets and the incalculable and irreparable harm that would result to the parties in the event of a default of the covenants and agreements set forth herein in connection with these matters,...

	12.4 Confidentiality and Press Releases
	12.5 Effect of Applicable Law
	12.6 Survival

	ARTICLE 13  NATURE OF INTEREST, ASSIGNMENT
	13.1 Assignment by Franchisor
	13.2 Assignment by Franchisee
	13.2.1 The rights and duties created by this Agreement are personal to Franchisee. This Agreement has been entered into by Franchisor in reliance upon and in consideration of the singular individual or collective character, reputation, skill attitude,...
	13.2.2 If Franchisee is an Entity, such Entity may not be a trust, and Franchisee shall promptly provide Franchisor with written notice (stating such information as Franchisor may from time to time require) of each and every transfer, assignment and e...
	13.2.3 Franchisor will not unreasonably withhold its consent to any Assignment which is subject to the restrictions of this Article, provided however, Franchisor may impose any reasonable condition to the granting of its consent, and requiring Franchi...
	(a) Franchisee’s written request for Franchisor’s consent to Assignment must be accompanied by a detailed description of the price and all material terms and conditions of the proposed Assignment and the identity of the proposed assignee and such othe...
	(b) Franchisor’s receipt of an estoppel agreement indicating any and all causes of action, if any, that Franchisee may have against Franchisor or if none exist, so stating, and a list of all Owners having an interest in this Agreement or in Franchisee...
	(c) Franchisee’s written request for consent to any Assignment must be accompanied by an offer to Franchisor of a right of first refusal to purchase the interest which is proposed to be transferred, on the same terms and conditions offered by the thir...
	(d) The Franchisee shall not be in default under the terms of this Agreement (or any other related agreement), the Manuals or any other obligations owed Franchisor, and all of its then-due monetary obligations to Franchisor shall have been paid in full;
	(e) The Franchisee, and its Owners, shall execute a general release under seal, in a form prescribed by Franchisor, of any and all claims against Franchisor, its Affiliates, Owner(s), directors, officers, agents and employees;
	(f) The transferee/assignee and its Owners, officers, directors, managers, its operating principal, Restaurant manager and other employees responsible for the operation of the Licensed Restaurant shall each have demonstrated to Franchisor’s satisfacti...
	(g) The transferee/assignee shall have either (a) assumed this Agreement by a written assumption agreement approved by Franchisor, or has agreed to do so at closing, and at closing executes an assumption agreement approved by Franchisor; provided howe...
	(h) If this Agreement has been executed pursuant to an Area Development Agreement with Franchisor (whether or not such agreement remains in effect), that this Agreement and all other franchise agreements executed pursuant to such Area Development Agre...
	(i) The assignee shall agree to refurbish and equip the Licensed Restaurant as needed (in Franchisor’s discretion) to match the building design, trade dress, color scheme and presentation, and furnishings, fixtures and equipment (including Information...
	(j) There shall not be any suit, action, or proceeding pending, or to the knowledge of Franchisee any suit, action, or proceeding threatened, against Franchisee with respect to the Licensed Restaurant;
	(k) The Franchisee will pay 50% of the then-current initial franchise fee unless transferee is existing franchisee, in which case fee is 25% of the then-current initial franchise fee, and such fee will be payable upon closing of the Assignment.  Upon ...
	(l) The transferee/assignee, its operating principal, Restaurant manager and other employees responsible for the operation of the Licensed Restaurant shall have satisfactorily completed Franchisor’s Initial Training Program prior to the effectiveness ...
	(m) Franchisee shall obtain Franchisor’s approval of the material terms and conditions of such transfer, and in connection therewith, Franchisor shall have the right, without limitation, to consider whether the price and terms of payment are so burden...

	13.2.4 Franchisor’s consent to an Assignment shall not constitute a waiver of any claims it may have against the transferring party arising out of this Agreement or otherwise, including (a) any payment or other duty owed by Franchisee to Franchisor un...

	13.3 Entity Franchisee
	13.3.1 Franchisee represents and warrants that the information set forth in Exhibit C, which is annexed hereto and by this reference made a part hereof, is accurate and complete in all material respects. Franchisee shall notify Franchisor in writing w...
	13.3.2 All of Franchisee’s organizational documents (including articles of partnership, partnership agreements, articles of incorporation, articles of organization, bylaws, shareholders agreements, trust instruments, or their equivalent) will provide ...
	13.3.3 All present and future Owners of a 10% or more (directly or indirectly), in the aggregate, of the Equity or voting rights in Franchisee, will execute a written guaranty in a form prescribed by Franchisor, the current form of which is attached h...
	13.3.4 Securities, partnership or other ownership interests in Franchisee may not be offered to the public under the Securities Act of 1933, as amended, nor may they be registered under the Securities Exchange Act of 1934, as amended, or any comparabl...

	13.4 Assignment to a Controlled Entity
	13.4.1 If Franchisee is one or more individuals (with Franchisor’s prior written consent which may be given or withheld in its sole discretion), and in the event that Franchisee proposes to transfer all of its interest in this Agreement and the assets...
	(a) Upon Franchisor’s request, Franchisee delivering to Franchisor a true, correct and complete copy of the transferee Entity’s articles of incorporation or articles of organization, bylaws, operating agreement, partnership agreement, and other organi...
	(b) the transferee Entity’s articles of incorporation or articles of organization, bylaws, and operating agreement, as applicable, shall provide that its activities are confined exclusively to operating the Restaurant operated hereunder;
	(c) Franchisee directly owns not less than 100% of the Equity and voting rights of the transferee Entity, and the Entity may not be a trust;
	(d) such Entity is in good standing in its jurisdiction of organization and each other jurisdiction where the conduct of its business or the operation of its properties requires it to be so qualified;
	(e) the person designated by Franchisee as the Operating Principal has exclusive day-to-day operational control of the Licensed Restaurant;
	(f) such Entity conducts no other business than the operation of Restaurants;
	(g) such Entity assumes all of the obligations under this Agreement pursuant to written agreement, the form and substance of which shall be acceptable to Franchisor;
	(h) Each individual comprising Franchisee, and all present and future owners of 10% or more (directly or indirectly), in the aggregate, of the Equity or voting rights of Franchisee shall execute a written guaranty in a form prescribed by Franchisor, t...
	(i) That none of the Owners of the Equity of the transferee Entity is, directly or indirectly, engaged in a Competitive Activity;
	(j) At Franchisor’s request, Franchisee shall, and shall cause each of its Affiliates who have executed a franchise agreement and each direct or indirect parent or subsidiary of such Affiliate, to execute and deliver to Franchisor a general release, o...
	(k) Franchisee shall reimburse Franchisor for all direct and indirect costs and expense it may incur in connection with the transfer, including attorney’s fees.

	13.4.2 In the event that Franchisee exercises its rights under Section ‎13.4.1 of this Agreement then Franchisee and such assignee Entity shall affirmatively covenant to continue to satisfy each of the conditions set forth in Section ‎13.4.1 of this A...


	ARTICLE 14  DEFAULT AND TERMINATION
	14.1 General
	14.2 Automatic Termination Without Notice
	14.3 Option to Terminate Without Opportunity to Cure
	14.3.1 Abandonment. If Franchisee shall abandon the Licensed Restaurant. For purposes of this Agreement, “abandon” shall refer to (i) Franchisee’s failure, at any time during the term of this Agreement, to keep the Premises or Licensed Restaurant open...
	14.3.2 Assignment, Death or Incapacity. If Franchisee shall purport to make any Assignment without the prior written consent of Franchisor; provided, however, that if the Licensed Restaurant continues to be operated in conformity with this Agreement (...
	14.3.3 Repeated Defaults. If Franchisee shall default in any obligation as to which Franchisee has previously received 2 or more written notices of default from Franchisor setting forth the default complained of within the preceding 12 months, such re...
	14.3.4 Violation of Law. If Franchisee fails, for a period of 10 days after having received notification of noncompliance from Franchisor or any governmental or quasi-governmental agency or authority, to comply with any federal, state or local law or ...
	14.3.5 Sale of Unauthorized Products. If Franchisee sells any unauthorized products to the public, and either continues to sell, or again sells, any unauthorized products to the public following written notice of default, whether or not having cured a...
	14.3.6 Under Reporting. If an audit or investigation conducted by Franchisor hereof discloses that Franchisee has knowingly maintained false books or records, or submitted false reports to Franchisor, or knowingly understated its Adjusted Gross Revenu...
	14.3.7 Intellectual Property Misuse. If Franchisee materially misuses or makes any unauthorized use of the Marks or otherwise materially impairs the goodwill associated therewith or Franchisor’s rights therein, or takes any action which reflects mater...
	14.3.8 Misrepresentation. If Franchisee makes any material misrepresentations relating to the acquisition of this Agreement;
	14.3.9 Health or Safety Violations. Franchisee’s conduct of the Licensed Restaurant is so contrary to this Agreement, the System and the Manuals as to constitute an imminent danger to the public health (for example, selling spoiled food knowing that t...
	14.3.10 Failure to Complete Training. If Franchisee, the initial Operating Principal or the initial Designated Manager fails to complete all phases of the Initial Training Program to Franchisor’s satisfaction prior to the opening of the Licensed Resta...

	14.4 Termination with Notice and Opportunity to Cure
	14.5 Reimbursement of Franchisor Costs
	14.6 Cross-Default
	14.7 Notice Required by Law
	14.8 Termination by Franchisee

	ARTICLE 15  RIGHTS AND OBLIGATIONS UPON TERMINATION
	15.1 General
	15.1.1 Unless Franchisor shall have notified Franchisee that Franchisor has elected to acquire the Licensed Restaurant as contemplated by Sections ‎5.3 and ‎15.1.2, Franchisee shall immediately cease to use all Trade Secrets, the Marks, and any confus...
	15.1.2 If Franchisor so elects, at its sole option, upon any termination or expiration of this Agreement, Franchisee will sell to Franchisor such equipment and furnishings as Franchisor may designate that are associated with the Licensed Restaurant at...
	15.1.3 Franchisor may retain all fees paid pursuant to this Agreement, and Franchisee shall immediately pay any and all amounts owing to Franchisor, its Affiliates, and/or suppliers.
	15.1.4 Any and all obligations of Franchisor to Franchisee under this Agreement shall immediately cease and terminate.
	15.1.5 Any and all rights of Franchisee under this Agreement shall immediately cease and terminate, and Franchisee shall immediately cease and thereafter refrain from representing itself as then or formerly a Franchisee or other Affiliate of Franchisor.
	15.1.6 Franchisee shall transfer and assign to Franchisor or its designee all telephone numbers, online listings, telephone listings and all other associated listings for the Licensed Restaurant, and Franchisee shall notify the telephone company and a...
	15.1.7 If Franchisor shall have authorized Franchisee to use the Marks, or any of them in connection with the Internet, any website, or e-mail address, Franchisee shall cancel or assign to Franchisor or its designate, as Franchisor determines, all of ...

	15.2 Survival of Obligations
	15.3 No Ownership of Marks
	15.4 Government Filings

	ARTICLE 16  INSURANCE
	16.1 Insurance
	16.2 Use of Proceeds
	16.3 Proof of Insurance

	ARTICLE 17  RELATIONSHIP OF PARTIES, DISCLOSURE
	17.1 Relationship of Franchisee to Franchisor
	17.2 Indemnity
	17.2.1 Franchisee shall protect, defend and indemnify Franchisor, and all of its past, present and future Owners, Affiliates, officers, directors, employees, attorneys and designees, and each of them, and hold them harmless from and against any and al...
	17.2.2 Franchisor shall give Franchisee prompt written notice of any claim for which Franchisor demands indemnity (provided that such obligation shall not constitute a condition to Franchisee’s indemnification obligation unless Franchisee has been mat...


	ARTICLE 18  MEDIATION AND ARBITRATION
	18.1 Mediation
	18.2 Arbitration
	18.2.1 Awards. The arbitrator will have the right to award or include in his award any relief which he or she deems proper in the circumstances, including money damages (with interest on unpaid amounts from the date due), specific performance, injunct...
	18.2.2 Permissible Parties. Franchisee and Franchisor agree that arbitration will be conducted on an individual, not a class wide, basis and that any arbitration proceeding between Franchisee and Franchisor will not be consolidated with any other arbi...
	18.2.3 Injunctive Relief. Notwithstanding anything to the contrary contained in Section ‎18.2, Franchisor and Franchisee will each have the right in a proper case to obtain specific performance, temporary restraining orders and temporary or preliminar...
	18.2.4 Survival. The provisions of this ‎Article 18 will continue in full force and effect subsequent to and notwithstanding the expiration or termination of this Agreement.


	ARTICLE 19  MISCELLANEOUS PROVISIONS
	19.1 Notices
	19.2 Franchisor’s Right to Cure Defaults
	19.3 Waiver and Delay
	19.4 Survival of Covenants
	19.5 Successors and Assigns; Benefit
	19.6 Joint and Several Liability
	19.7 Governing Law
	19.8 Entire Agreement
	19.9 Titles for Convenience
	19.10 Gender and Construction
	19.11 Severability
	19.12 Counterparts
	19.13 Fees and Expenses
	19.14 Waiver of Jury Trial; Venue

	ARTICLE 20  SUBMISSION OF AGREEMENT
	20.1 General

	ARTICLE 21  ACKNOWLEDGMENT
	21.1 General


	Exhibit D - Area Development Agreement.pdf
	ARTICLE 1  GRANT OF DEVELOPMENT RIGHTS
	1.1 Certain Fundamental Definitions and Applicable Information
	1.2 Grant of Development Rights
	1.2.1 Upon the terms and subject to the conditions of this Agreement, Company hereby grants to Franchisee, and Franchisee hereby accepts, the right and obligation, during the Term (defined below), to develop Traditional Restaurants (defined below) in ...
	1.2.2 Franchisee acknowledges that Company has offered Franchisee the option of developing Restaurants in the Development Area on a “Non-exclusive” basis, or on a “Protected Rights” basis (See Section 2.2).  (Check applicable box– if not checked, Non-...
	(a)   “Non-exclusive” basis, or
	(b)   “Protected Rights” basis

	1.2.3 No right or license is granted to Franchisee hereunder to use any trademarks, trade names, service marks, logotypes, insignias, trade dress or designs owned by Company, such right and license being granted solely pursuant to Franchise Agreements...

	1.3 Protection within the Development Area
	1.3.1 Non-exclusive. If Franchisee has selected or is deemed to have selected the “Non-exclusive” box in Section 1.2.2(a), no exclusivity or territorial protection is granted to Franchisee pursuant to this Agreement.  Franchisee has requested that Com...
	1.3.2 Protected Rights.  If Franchisee has selected the “Protected Rights” box in Section 1.2.2(b), then subject to the Reserved Rights, during the Term, Company shall not open or operate, nor license any other person or Entity to own or operate, any ...


	ARTICLE 2  FRANCHISEE’S DEVELOPMENT OBLIGATION
	2.1 Development Obligation
	2.1.1 Within each Development Period specified in Exhibit B, Franchisee shall construct, equip, open and thereafter continue to operate  within the Development Area, not less than the cumulative number of Traditional Restaurants required by the Develo...
	2.1.2 Restaurants developed hereunder which are open and operating and which have been assigned to Affiliates of Franchisee in accordance with Section ‎7.2.2 with Company’s consent, shall count in determining whether Franchisee has satisfied the Devel...

	2.2 Timing of Execution of Leases and Franchise Agreements
	2.3 Force Majeure
	2.3.1 Subject to Franchisee’s continuing compliance with Section ‎2.3.2, should Franchisee be unable to meet the Development Obligation for any Development Period solely as the result of Force Majeure or any legal disability of Company to deliver a Fr...
	2.3.2 In the event of the occurrence of an event constituting Force Majeure, Franchisee shall notify Company in writing within 5 days following commencement of the alleged Force Majeure of the specific nature and extent of the Force Majeure, and how i...

	2.4 Franchisee May Not Exceed The Development Obligation

	ARTICLE 3  DEVELOPMENT AREA
	3.1 Company’s Right to Develop
	3.2 Protected Territory for Each Individual Restaurant

	ARTICLE 4  TERM OF AREA DEVELOPMENT AGREEMENT
	4.1 Term
	4.2 Limited Additional Development Right
	4.3 Exercise of Right of Additional Development
	4.3.1 If Company determines the additional development obligation proposed by the Additional Development Notice is unacceptable in any respect(s), Company and Franchisee shall (subject to Section ‎4.4) negotiate during the following 60 days in an effo...
	4.3.2 If the additional development obligation proposed by the Additional Development Notice is acceptable to Company, or if Company and Franchisee reach agreement on an alternative additional development obligation (the “Additional Development Obliga...

	4.4 Conditions to Exercise of Right of Additional Development
	4.4.1 Franchisee (and each of its Affiliates which have developed or operate Restaurants in the Development Area) shall have fully performed all of its obligations under this Agreement and all other agreements between Company and Franchisee (or the ap...
	4.4.2 Franchisee shall have demonstrated to Company Franchisee’s financial capacity to perform the Additional Development Obligations set forth in the area development agreement. In determining if Franchisee is financially capable, Company will apply ...
	4.4.3 At the expiration of each Development Period and at the expiration of the Term, Franchisee shall have opened and shall thereafter have continued to operate, in the Development Area, not less than the aggregate number of Restaurants then required...
	4.4.4 Company and Franchisee shall have executed a new area development agreement pursuant to Section ‎4.3.
	4.4.5 Franchisee and all Affiliates of Franchisee who then have a currently effective franchise agreement or area development with Company shall have executed and delivered to Company a general release, or a form prescribed by Company, of any and all ...

	4.5 Effect of Expiration

	ARTICLE 5  PAYMENTS BY FRANCHISEE
	5.1 Initial Development Fee
	5.2 Initial Franchise Fee
	5.3 Royalty Fee

	ARTICLE 6  EXECUTION OF INDIVIDUAL FRANCHISE AGREEMENTS
	6.1 Site Review
	6.1.1 When Franchisee has located a proposed site for construction of a Restaurant, Franchisee shall submit to Company such demographic and other information regarding the proposed site and neighboring areas as Company shall require, in the form presc...
	6.1.2 Although Company may voluntarily (without obligation) assist Franchisee in locating an acceptable site for a Restaurant, neither Company’s said assistance, if any, nor its acceptance of any proposed site, whether initially proposed Franchisee or...

	6.2 Delivery of Franchise Disclosure Document, Execution of Lease and Franchise Agreement
	6.2.1 Promptly following Franchisee’s receipt of acceptance, Franchisee shall proceed to negotiate a lease or purchase agreement for the site and shall submit to Company a copy of the proposed lease or purchase agreement, as applicable.  Following Com...
	6.2.2 Company’s review and acceptance of the lease is solely for Company’s benefit and is solely an indication that the lease meets Company’s minimum Standards and specification at the time of acceptance of the lease (which may be different that the r...
	6.2.3 Subject to Section ‎6.3, after Company’s acceptance of each proposed site, Company shall deliver to Franchisee a copy of Company’s Then-current Franchise Disclosure Document, if, and as may be, required by Applicable Law (the “Franchise Disclosu...
	6.2.4 Within 30 days after Franchisee’s receipt of the Franchise Disclosure Document and the Then-current Franchise Agreement, but no sooner than immediately after any applicable waiting periods prescribed by Applicable Law have passed, Franchisee sha...
	6.2.5 Franchisee shall not execute any lease or purchase agreement for any Restaurant, until Company has accepted the proposed site and Company has delivered to Franchisee a fully executed Franchise Agreement counter-signed by Company pursuant to Sect...

	6.3 Condition Precedent to Company’s Obligations
	6.3.1 Franchisee (and each of its Affiliates which have developed or operate Restaurants in the Development Area) shall have fully performed all of its obligations under this Agreement and all Franchise Agreements and other written agreements between ...
	6.3.2 Franchisee shall have demonstrated to Company, in Company’s discretion, Franchisee’s financial and other capacity to perform the obligations set forth in the proposed new Franchise Agreement, including  Franchisee’s submission of a comprehensive...
	6.3.3 Franchisee shall continue to operate, in the Development Area, not less than the cumulative number of Traditional Restaurants  required by the Development Obligation set forth in Exhibit B to be in operation as of the end of the immediately prec...
	6.3.4 Franchisee, and each of its Affiliates who then has a currently effective Franchise Agreement or area development agreement with Company, must sign a general release of any claims they may have against Company and its Affiliates, on a form presc...


	ARTICLE 7  ASSIGNMENT AND SUBFRANCHISING
	7.1 Assignment by Company
	7.2 No Subfranchising by Franchisee
	7.2.1 Franchisee shall not offer, sell, or negotiate the sale of “FARMER BOYS® ” franchises to any third party, either in Franchisee’s own name or in the name and/or on behalf of Company, or otherwise subfranchise, subcontract, sublicense, share, divi...
	7.2.2 Notwithstanding Section ‎7.2.1, Franchisee may, with Company’s prior written consent, execute and contemporaneously assign a Franchise Agreement executed pursuant hereto to a separate Entity (excluding an Entity which is a trust) controlled by F...
	(a) Upon Company’s request, Franchisee has delivered to Company a true, correct and complete copy of the Subsidiary’s articles of incorporation or articles of organization, bylaws, operating agreement, partnership agreement, and other organizational d...
	(b) The Subsidiary’s articles of incorporation or articles of organization, bylaws, operating agreement, and partnership agreement, as applicable, shall provide that its activities are confined exclusively to operating Restaurants ;
	(c) Franchisee, directly owns and controls not less than 100% of the Equity and voting rights of the Subsidiary;
	(d) the Subsidiary is in good standing in its jurisdiction of organization and each other jurisdiction where the conduct of its business or the operation of its properties requires it to be so qualified;
	(e) the person designated by Franchisee as the Operating Principal has exclusive day-to-day operational control over the Subsidiary;
	(f) the Subsidiary conducts no business other than the operation of the Restaurant;
	(g) the Subsidiary assumes all of the obligations under the Franchise Agreement as franchisee pursuant to written agreement, the form and substance of which shall be acceptable to Company;
	(h) each person or Entity comprising Franchisee, and all present and future Owners of 10% or more (directly or indirectly), in the aggregate, of the Equity or voting rights of any franchisee under any and all Franchise Agreements executed pursuant to ...
	(i) none of the Owners of the Equity of the franchisee under the applicable Franchise Agreement is engaged in Competitive Activities;
	(j) at Company’s request, Franchisee shall, and shall cause each of its Affiliates to execute and deliver to Company a general release, on a form prescribed by Company of any and all known and unknown claims against Company and its Affiliates and thei...
	(k) Franchisee shall reimburse Company for all direct and indirect costs and expense it may incur in connection with the transfer and assignment, including attorney’s fees.

	7.2.3 In the event that Franchisee exercises its rights under Section ‎7.2.2 then, Franchisee and such Subsidiary shall, in addition to any other covenants contained in the applicable Franchise Agreement, affirmatively covenant to continue to satisfy ...

	7.3 Assignment by Franchisee
	7.3.1 This Agreement has been entered into by Company in reliance upon and in consideration of the singular personal skill, qualifications and trust and confidence reposed in Franchisee.  Neither Franchisee nor any Owner shall cause or permit any Assi...
	7.3.2 Franchisee shall not, directly or indirectly, pledge, encumber, hypothecate or otherwise grant any third party a security interest in this Agreement in any manner whatsoever without the prior express written consent of Company.  To the extent th...
	7.3.3 Securities, partnership or other ownership interests in Franchisee may not be offered to the public under the Securities Act of 1933, as amended, nor may they be registered under the Securities Exchange Act of 1934, as amended, or any comparable...
	7.3.4 Franchisee’s written request for consent to any Assignment must be accompanied by an offer to Company of a right of first refusal to purchase the interest which is proposed to be transferred, on the same terms and conditions offered by the third...


	ARTICLE 8  NON-COMPETITION
	8.1 In Term
	8.2 Post-Term
	8.3 Modification
	8.3.1 The parties have attempted in Sections ‎8.1 and ‎8.2 above to limit the Franchisee’s right to compete only to the extent necessary to protect the Company from unfair competition. The parties hereby expressly agree that if the scope or enforceabi...
	8.3.2 In view of the importance of the “FARMER BOYS® ” trademarks and the incalculable and irreparable harm that would result to the parties in the event of a Default under this Article ‎8, the parties agree that each party may seek specific performan...


	ARTICLE 9  TERMINATION
	9.1 Termination Pursuant to a Default of this Agreement
	9.1.1 Subject to Applicable Law to the contrary, this Agreement may be terminated by Company in the event of any Default by Franchisee of this Agreement, unless such Default is cured by Franchisee within 5 days following written notice of the Default ...
	9.1.2 The term “default”, as used herein, includes the following:
	(a) Any Assignment or attempted Assignment in violation of the terms of Section ‎7.2 or ‎7.3 of this Agreement, or without the written consents required pursuant to this Agreement; provided, however, (i) upon prompt written request to Company followin...
	(b) Subject to Section ‎2.3 of this Agreement, failure, without notice or opportunity to cure, of Franchisee to satisfy the Development Obligation within the Development Periods set forth herein.
	(c) Failure of Franchisee (or any Affiliate of Franchisee) to pay any Initial Franchise Fee or Royalty Fee in a timely manner as required by this Agreement or any Franchise Agreement signed by Franchisee.
	(d) Franchisee’s opening of any Restaurant in the Development Area except in strict accordance with the procedures set forth in Sections ‎6.1 through ‎6.3 of this Agreement.
	(e) Failure, without notice or opportunity to cure, of Franchisee to fully comply with the requirements of Section ‎8.1 of this Agreement.
	(f) Any Default of any other agreement between Franchisee (or any Affiliate of Franchisee) and Company (or any Affiliate of Company), including any Franchise Agreement executed pursuant hereto.



	ARTICLE 10  MEDIATION AND ARBITRATION
	10.1 Mediation
	10.2 Arbitration
	10.2.1 Awards.  The arbitrator will have the right to award or include in his award any relief which he or she deems proper in the circumstances, including money damages (with interest on unpaid amounts from the date due), specific performance, injunc...
	10.2.2 Permissible Parties.  Franchisee and company agree that arbitration will be conducted on an individual, not a class wide, basis and that any arbitration proceeding between Franchisee and company will not be consolidated with any other arbitrati...
	10.2.3 Injunctive Relief.  Notwithstanding anything to the contrary contained in Section 10.2, Company and Franchisee will each have the right in a proper case to obtain specific performance, temporary restraining orders and temporary or preliminary i...
	10.2.4 Survival.  The provisions of this Article 10 will continue in full force and effect subsequent to and notwithstanding the expiration or termination of this Agreement.
	10.2.5 Waiver of Jury Trial; Venue


	ARTICLE 11  GENERAL CONDITIONS AND PROVISIONS
	11.1 Relationship of Franchisee to Company
	11.2 Indemnity by Franchisee
	11.3 No Consequential Damages For Legal Incapacity
	11.4 Waiver and Delay
	11.5 Survival of Covenants
	11.6 Successors and Assigns
	11.7 Joint and Several Liability
	11.8 Governing Law
	11.9 Entire Agreement
	11.10 Titles for Convenience
	11.11 Gender and Construction
	11.12 Severability, Modification
	11.13 Counterparts
	11.14 Fees and Expenses
	11.15 Notices

	ARTICLE 12  SUBMISSION OF AGREEMENT
	12.1 General

	ARTICLE 13  ADDITIONAL COVENANTS
	13.1 Entity Franchisee Information
	13.2 Operating Principal; Director of Operations
	13.2.1 The Operating Principal shall be principally responsible for communicating and coordinating with Company regarding business, operational and other ongoing matters concerning this Agreement and the Restaurants developed pursuant hereto.  The Ope...
	13.2.2 Commencing on the date which Franchisee, directly or indirectly through one or more Affiliate(s), opens its 2nd Restaurant within the Development Area, and at all times throughout the Term and the term of each Franchise Agreement executed pursu...
	13.2.3 Franchisee shall notify Company in writing at least 10 days prior to employing the Director of Operations setting forth in reasonable detail all information reasonably requested by Company.  Company’s acceptance of the Operating Principal and D...

	13.3 Survival

	ARTICLE 14  ACKNOWLEDGMENT
	14.1 General
	14.1.1 Franchisee acknowledges that it has carefully read this Agreement and all other related documents to be executed concurrently or in conjunction with the execution hereof, that it has obtained the advice of counsel in connection with entering in...
	14.1.2 Company expressly disclaims making, and Franchisee acknowledges that it or they have not received or relied on any warranty or guarantee, express or implied, as to the potential volume, profits, expenses, or success of the business venture cont...
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