FRANCHISE DISCLOSURE DOCUMENT

Beerhead FC, LLC

319 Belvedere Road #5

West Palm Beach, Florida 33405
Tel: (561) 469-2739
www.beerheadbar.com
info@beerheadbar.com

The franchise offered is for the right to operate a “Beerhead Bar & Eatery” franchised business
offering microbrews, craft, flavored, organic, gluten-free, seasonal, and other specialty beers, wines, and
other alcoholic beverage products and services, along with certain food items utilizing the proprietary
system for Beerhead Bar & Eateries.

The total investment necessary to begin operation of a Beerhead Bar & Eatery franchise ranges
from $746,000 to $1,561,000. This amount includes between $35,000 and $45,000 that must be paid to
the franchisor or its affiliate. If you want development rights, you must pay the franchisor or its affiliate a
development fee equal to $45,000 (the initial franchise fee for the first Beerhead Bar & Eatery) plus a
deposit of $22,500, $20,000 and/or $17,500, as is applicable for each additional Beerhead Bar & Eatery
you will develop. (See Item 5 and Item 7 for more detailed information.)

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

You may wish to receive your Disclosure Document in another format that is more convenient for
you. To discuss the availability of disclosures in different formats, contact Greg Goodrich, Director of
Business Development, at 319 Belvedere Road #5, West Palm Beach, Florida 33405, and (561) 469-2739.

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

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

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

them. Issuance date of this Franchise Disclosure Document: June 28, 2023.
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STATE COVER PAGE

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 1.

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 F 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 Beerhead
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 Beerhead
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.

Beerhead FC, LLC
Beerhead Bar & Eatery — 2023 FDD
ACTIVE 685810771v2




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:

1. Out-of-State Dispute Resolution. The franchise agreement requires you to
resolve disputes with the franchisor by mediation, arbitration and/or litigation only
in West Palm Beach, Florida. 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 West Palm Beach, Florida
than in your own state.

2. Financial Condition. The franchisor’s financial condition as reflected in the
financial statements (see Item 21) calls into question the franchisor’s financial
ability to provide services and support to you.

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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THE FOLLOWING PROVISIONS APPLY ONLY TO TRANSACTIONS GOVERNED
BY THE MICHIGAN FRANCHISE INVESTMENT LAW

THE STATE OF MICHIGAN PROHIBITS CERTAIN UNFAIR PROVISIONS THAT ARE
SOMETIMES IN FRANCHISE DOCUMENTS. IF ANY OF THE FOLLOWING
PROVISIONS ARE IN THESE FRANCHISE DOCUMENTS, THE PROVISIONS ARE VOID
AND CANNOT BE ENFORCED AGAINST YOU.

(a) A prohibition on the right of a franchisee to join an association of franchisees.

(b) A requirement that a franchisee assent to a release, assignment, novation, waiver
or estoppel which deprives franchisee of rights and protections provided in this act. This shall
not preclude a franchisee, after entering into a franchise agreement, from settling any and all
claims.

() A provision that permits franchisor to terminate a franchise prior to the expiration
of its term except for good cause. Good cause shall include the failure of the franchisee to
comply with any lawful provision of the franchise agreement and to cure such failure after being
given written notice thereof and a reasonably opportunity, which in no event need be more than
30 days, to cure such failure.

(d) A provision that permits a franchisor to refuse to renew a franchise without fairly
compensating the franchisee by repurchase or other means for the fair market value at the time of
expiration of the franchisee's inventory, supplies, equipment, fixtures and furnishings.
Personalized materials which have no value to the franchisor and inventory, supplies, equipment,
fixtures and furnishings not reasonably required in the conduct of the franchise business are not
subject to compensation. This subsection applies only if (i) the term of the franchise is less than
5 years and (ii) the franchisee is prohibited by the franchise or other agreement from continuing
to conduct substantially the same business under another trademark, service mark, trade name,
logotype, advertising of other commercial symbol in the same area subsequent to the expiration
of the franchise or the franchisee does not receive at least 6 months advance notice of
franchisor's intent not to renew the franchise.

(e) A provision that permits the franchisor to refuse to renew a franchise on terms
generally available to other franchisees of the same class or type under similar circumstances.
This section does not require a renewal provision.

6] A provision requiring that arbitration or litigation be conducted outside this state.
This shall not preclude the franchisee from entering into an agreement, at the time of arbitration,
to conduct arbitration at a location outside this state.

(2) A provision which permits a franchisor to refuse to permit a transfer or ownership
of a franchise, except for good cause. This subdivision does not prevent a franchisor from
exercising a right of first refusal to purchase the franchise. Good cause shall include, but is not
limited to:
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(1) The failure of the proposed transferee to meet the franchisor's then current
reasonable qualifications or standards.

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

(ii1))  The unwillingness of the proposed transferee to agree in writing to
comply with all lawful obligations.

(iv)  The failure of the franchisee or proposed transferee to pay any sums owing
to the franchisor or to cure any default in the franchise agreement existing at the time of the
proposed transfer.

(h) A provision that requires the franchisee to resell to the franchisor items that are
not uniquely identified with the franchisor. This subdivision does not prohibit a provision that
grants to a franchisor a right of first refusal to purchase the assets of a franchise on the same
terms and conditions as a bona fide third party willing and able to purchase those assets, nor does
this subdivision prohibit a provision that grants the franchisor the right to acquire the assets of a
franchise for the market or appraised value of such assets if the franchisee has breached the
lawful provisions of the franchise agreement and has failed to cure the breach in the manner
provided in subdivision (c).

(1) A provision which permits the franchisor to directly or indirectly convey, assign,
or otherwise transfer its obligations to fulfill contractual obligations to the franchisee unless
provision has been made for providing the required contractual service.

THE FACT THAT THERE IS A NOTICE OF THIS OFFERING ON FILE WITH THE
ATTORNEY GENERAL DOES NOT CONSTITUTE APPROVAL, RECOMMENDATION
OR ENDORSEMENT BY THE ATTORNEY GENERAL. ANY QUESTIONS REGARDING
THIS NOTICE SHOULD BE DIRECTED TO:

State of Michigan
Office of the Attorney General
Consumer Protection Division
Attention: Franchise Section
670 Law Building
525 West Ottawa Street
Lansing, Michigan 48913
Telephone Number: (517) 373-7117

Despite subparagraph (f) above, we intend to enforce fully the provisions of the
arbitration section contained in our Franchise Agreement. We believe that subparagraph (f) is
unconstitutional and cannot preclude us from enforcing our arbitration section. You acknowledge
that we will seek to enforce that section as written.
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Item 1

THE FRANCHISOR AND ANY PARENTS, PREDECESSORS, AND AFFILIATES

The franchisor is Beerhead FC, LLC (“we,” “us,” or “our”). “You” means the individual or
entity that buys the franchise. If you are a corporation, partnership, limited liability company, or
other entity, your owners must sign our “Guaranty and Assumption of Obligations,” which means
that all of the provisions of the Franchise Agreement (a form of which is attached as Exhibit C) also
will apply to your owners.

We are a Florida limited liability company formed on August 1, 2014 under the name “TBM
Franchise Co., LLC.” On April 3, 2018, we changed our name to our current name, Beerhead FC,
LLC. Our principal business address is 319 Belvedere Road #5, West Palm Beach, Florida 33405.
We operate under the name “Beerhead” and no other name. If we have an agent in your state for
service of process, we disclose that agent in Exhibit B. We have not previously conducted business
in this or any other line of business and we have been offering franchises in this line of business since
March 2015. We have never offered franchises in any other line of business.

Our direct parent is The Beer Market, LLC, a Florida limited liability company formed
February 23, 2012, and its principal place of business located at 204 Avila Road, West Palm Beach,
Florida 33405. We have no other parents or predecessors required to be disclosed in this [tem. Our
affiliate, Ahead Marketing, LLC, provides marketing services to Beerhead Bar & Eateries. Ahead
Marketing, LLC, is a Florida limited liability company formed May 19, 2016, and its principal place
of business located at 204 Avila Road, West Palm Beach, Florida 33405. We have no other affiliates
who currently provide products or services to franchisees of Beerhead Bar & Eateries. We have no
affiliates who have offered or currently offer franchises in any lines of business.

We grant franchises for retail businesses operating under the “Beerhead” name and other
trademarks, trade names, service marks, and commercial symbols (collectively, the “Marks™). For
reference purposes in this Disclosure Document, we collectively refer to all businesses using the
System (defined below) and the Marks as “Beerhead Bar & Eateries,” and we call the Beerhead Bar
& Eatery that you will operate the “BAR & EATERY.” Beerhead Bar & Eateries offer microbrews,
craft, flavored, organic, gluten-free, seasonal, and other specialty beers, wines, and other alcoholic
beverage products and services, along with certain food items (collectively, the “Menu Items™)
utilizing the System (defined below).

Beerhead Bar & Eateries use our business formats, methods, procedures, signs, designs,
layouts, standards, specifications and Marks (the “System”), all of which we may improve, further
develop or otherwise modify. If you acquire a franchise, you must operate your BAR & EATERY
according to the System. The BAR & EATERY will be operated from a site we approve located at
the principal business address listed on Exhibit B of the Franchise Agreement (the “Premises”).

Your BAR & EATERY will be located in a specific geographic territory (the “Territory”)
and will offer Menu Items to the general public throughout the year and compete with other food and
beverage establishments, particularly those specializing in craft beer and premium spirits. The
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market for food and beverages generally is well-developed and competitive nationally, and the
market for craft beers is developing.

We also may grant multi-unit development rights to qualified franchisees, who then will have
the right to develop a number of Beerhead Bar & Eateries within a defined area (the “Area”) over a
specific time period or according to a pre-determined development schedule. These franchisees may
open and operate Beerhead Bar & Eateries directly or through controlled affiliates. Our
Development Agreement Rider to the Franchise Agreement is attached as Exhibit D. (See Items 5
and 12) You must sign our then current form of franchise agreement for each Beerhead Bar & Eatery
you develop pursuant to our Development Agreement Rider to the Franchise Agreement.

You must comply with all existing regulations concerning the sale and service of alcoholic
beverages, food service, nutrition, calorie content, and other federal or state regulations that apply
specifically to the food and beverage service industry. For example, the Environmental Protection
Agency, U.S. Food and Drug Administration, the U.S. Department of Agriculture, as well as state
and local environmental and health departments and other agencies, have laws and regulations
concerning the preparation of food and sanitary conditions of food and beverage establishments.
State and local agencies may periodically conduct inspections for compliance with these
requirements. Under the federal Clean Air Act and certain state laws, you may be required to comply
with applicable statutory guidelines, such as localized quality standards for ozone, carbon monoxide
and particulate matters. Certain provisions of such laws impose limits on emissions resulting from
commercial food preparation.

You also must comply with existing laws, regulations, and ordinances that apply generally to
all businesses, such as the Americans with Disabilities Act, federal wage and hour laws and state law
equivalents, the Affordable Care Act, the Occupational Safety and Health Act, anti-terrorism and
anti-corruption laws (such as the Patriot Act and the Foreign Corrupt Practices Act), and data
protection and privacy laws (such as credit card protection under the U.S. Fair and Accurate Credit
Transactions Act, or “FACTA”). It is your sole responsibility to comply with all applicable laws,
and to obtain and maintain all necessary licenses and permits required by public authorities. You
should investigate these laws that may apply to the sale and service of alcohol, to the food service
and beverage service industry, and to all businesses in general.

Item 2
BUSINESS EXPERIENCE

Co-Founder, President, and Secretary: Greg Goodrich

Mr. Goodrich has served as our Co-Founder since our inception, Secretary since February
2015, and President since April 2016. He has served as Managing Member of our parent, The Beer
Market, LLC (which operates two company-owned Beerhead Bar & Eateries under management
agreements) in West Palm Beach, Florida since February 2012. He has also served as Managing
Member of Rhumbline Holdings, LLC in West Palm Beach, Florida since February 2012.
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Co-Founder, Chairman and Director of Business Relations: Pasquale Donofrio

Mr. Donofrio has served as Co-Founder and Director of Business Relations since our
inception, and Chairman since April 2016. He has also served as Franchise Coordinator for Panini's
Franchise Group in Independence, Ohio since January 2000, Operator for Thirsty Dog Brewing Co.
in Cleveland, Ohio since January 2017, and Operator for Slyman’s Tavern in Independence, Ohio
since June 2017.

Director of Operations: Tracy Donofrio

Ms. Donofrio has served as our Director of Operations through her consulting firm, TBM
Consulting Too, LLC, since our inception. She has also served as Managing Member of TBM
Consulting Too, LLC in Broadview Heights, Ohio since August 2013.

Marketing Representative: Jack (“Steve”) Burton

Mr. Burton has served as our Marketing Representative since our inception. He has also
been an actor since 1987, and since 2013, he has appeared on the daytime soap opera "The Young
and the Restless" on the CBS network in Los Angeles, California.

Item 3
LITIGATION

No litigation is required to be disclosed in this Item.

Item 4

BANKRUPTCY
No bankruptcy proceedings are required to be disclosed in this Item.

Item 5
INITIAL FEES

Initial Franchise Fee

If we grant you a franchise for a Beerhead Bar & Eatery, then when you sign the Franchise
Agreement you must pay us a non-recurring initial franchise fee (the “Initial Franchise Fee”) in the
amount of $45,000.

If when you sign a Franchise Agreement for the right to operate your first Beerhead Bar &
Eatery, you concurrently sign our Development Agreement Rider to the Franchise Agreement
agreeing to develop a minimum of 3 Beerhead Bar & Eateries, then we will reduce the amount of
Initial Franchise Fee to $40,000 for the second Beerhead Bar & Eatery, and to $35,000 for the third
Beerhead Bar & Eatery and each additional Beerhead Bar & Eatery you agree to develop under the
Development Agreement Rider.
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If you either (i) sign our Development Agreement Rider to the Franchise Agreement agreeing
to develop less than 3 Beerhead Bar & Eateries or (ii) do not sign our Development Agreement Rider
to the Franchise Agreement when you sign a Franchise Agreement for the right to operate your first
Beerhead Bar & Eatery, but you later sign our Development Agreement Rider agreeing to develop
additional Beerhead Bar & Eateries, then the amount of the Initial Franchise Fee will remain $45,000
for each of the Beerhead Bar & Eateries you agree to develop under the Development Agreement
Rider.

The Initial Franchise Fee is fully earned by us when paid and is not refundable under any
circumstances, except as provided below in this Item 5. Except for the reduced Initial Franchise Fee
disclosed above, the Initial Franchise Fee is uniform as to all franchisees purchasing a franchise for a
Beerhead Bar & Eatery.

If we terminate your Franchise Agreement (at our option) because (1) your required attendees
to our initial training program described in Item 11 below cannot complete initial training to our
satisfaction; or (2) we and you cannot agree upon a location for the BAR & EATERY within 120
days after completion of the initial training program; or (3) you are unable to obtain all necessary
governmental approvals, licenses, permits, or other legal authorizations required to open and operate
the BAR & EATERY lawfully by the agreed upon opening date, then you will be eligible to receive a
refund of up to 50% of any amounts you have paid to us toward the Initial Franchise Fee if you sign a
release of claims in a form we then prescribe (a sample of which is attached as Exhibit H).

Development Agreement Rider

If we allow you to sign our Development Agreement Rider to the Franchise Agreement
because you commit to develop a minimum number of Beerhead Bar & Eateries in an area, we
currently charge a development fee that you must pay in full when you sign the Development
Agreement Rider. If you sign the Development Agreement Rider agreeing to develop a minimum of
3 Beerhead Bar & Eateries together with a Franchise Agreement for your first Beerhead Bar &
Eatery, then the development fee due equals the full $45,000 Initial Franchise Fee for the Beerhead
Bar & Eatery covered by that Franchise Agreement plus a deposit of $20,000 for the second
Beerhead Bar & Eatery you will develop and $17,500 for the third Beerhead Bar & Eatery and each
additional Beerhead Bar & Eatery you will develop. If you either (i) sign our Development
Agreement Rider to the Franchise Agreement agreeing to develop less than 3 Beerhead Bar &
Eateries or (ii) do not sign our Development Agreement Rider to the Franchise Agreement when you
sign a Franchise Agreement for the right to operate your first Beerhead Bar & Eatery, but you later
sign our Development Agreement Rider agreeing to develop additional Beerhead Bar & Eateries,
then the development fee due equals the full $45,000 Initial Franchise Fee for the Beerhead Bar &
Eatery covered by that Franchise Agreement plus a deposit of $22,500 for each additional Beerhead
Bar & Eatery you will develop. The balance of the Initial Franchise Fee (that is, the remaining
$22,500, $20,000 or $17,500, as is applicable) for each Beerhead Bar & Eatery is due when you sign
the Franchise Agreement for that Beerhead Bar & Eatery. We and you will determine the number of
Beerhead Bar & Eateries you must develop, and the dates by which you must develop them, before
signing the Development Agreement Rider.

The development fee is not refundable under any circumstances. If you sign the
Development Agreement Rider, pay the development fee, and then cannot find sites for Beerhead
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Bar & Eateries or choose not to perform for another reason (in which case the first Franchise
Agreement and/or the Development Agreement Rider is terminated), we may keep the entire
development fee and need not return any money to you.

Range of Pre-Opening Amounts Received During Prior Fiscal Year

During our 2022 fiscal year, we did not reduce the Initial Franchise Fee or any of the pre-
opening fees under Development Agreement Riders for any franchisee.

Item 6
OTHER FEES
Column 2 Column 3 Column 4
Column 1
Amount Due Date Remarks
Type of Fee)
Continuing 6% of weekly Gross | Tuesday of “Gross Sales” means all of your revenue
Service and Sales® each week @ from operating the BAR & EATERY, but
Royalty Fee excluding all federal, state or municipal
(“Royalty”) sales, use, or service taxes collected from
customers and paid to the appropriate
taxing authority
Advertising and Up to 2.5% of Tuesday of Fund contributions are payable in the

Development
Fund Contribution
(“Fund
contribution”)

weekly Gross Sales
(currently, 1.5%)

each week®

same manner as the Royalty. See Item 11
for a detailed discussion about the
Advertising and Development Fund (the
“Fund”)

Local Advertising | At least 2% of As incurred You must spend this amount on local
monthly Gross Sales marketing activities for the BAR &
EATERY according to our guidelines
Cooperative Up to 2% of Gross As Cooperative | See Item 11 for a detailed discussion
Advertising Sales, unless Advertising about Cooperative Advertising Programs.
Programs increased by vote of | Program No Cooperative Advertising Program yet
50% or more of the directs exists for any Beerhead Bar & Eateries as
Beerhead Bar & of this Disclosure Document’s issuance
Eateries operating in date. Cooperative Advertising Program
your defined spend, if and when required, will offset
Advertising against local advertising requirement
Coverage Area ©
5
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Column 2 Column 3 Column 4
Column 1
Amount Due Date Remarks
Type of Fee)
Additional or Then current training | As incurred We provide initial training for you (or

Renewal Training
and Assistance

fee per person for all
training during the
term (currently, $500
per each trainer we
provide per day, plus
incurred expenses)

your managing owner) and a manager-
level employee at no additional cost (see
Item 11). We may charge you for
additional initial training for additional
employees at our training facility and for
additional or special assistance or training
you need or request or that we may
require during the franchise term. These
amounts also apply to on-site consultation
services we may provide at the BAR &
EATERY during the franchise term and
for new or managers you may hire or
appoint during the franchise term (see
Item 11)

Transfer 50% of the then Before transfer | Applicable to transfers of a controlling
current franchise fee | completed interest in you, the Franchise Agreement,
or the assets of the BAR & EATERY.
You must satisfy all our conditions of
transfer as provided under the Franchise
Agreement in order for us to approve any
transfer
Relocation 50% of the then Upon invoice Applicable to relocation in the event you
current franchise fee, lose your lease and we work with you on
plus any applicable the site transfer (for example, by assisting
taxes in accepting the new location, reviewing
lease terms, design and construction,
coordination of suppliers, training of new
staff and onsite ongoing support)
Renewal 25% of the then Upon signing | you must meet certain conditions to have
current franchise fee, | e SUCCESSOr | the  ontion to acquire a successor
plus any applicable Franchise franchise
taxes Agreement
Product and Varies When billed You will buy products and services from
Service Purchases us, our affiliates, designated and
approved vendors whose items meet our
standards and specifications, and/or other
suppliers in the industry (See Item 8).
We may withdraw these amounts from
your EDTA (See Note 2 below)
6
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Column 1

Type of Fee)

Column 2

Amount

Column 3

Due Date

Column 4

Remarks

Labor Costs for
Certain Products

Currently, $25 per
hour per person

When billed

If you request that we or our affiliates
provide you with products and/or services
that are not included as part of our
standard franchise offering, including to
create specific marketing materials that
are not part of the Fund, or to customize
the POS System for the BAR &
EATERY, we will require that you pay
our staff's then current hourly rate for
such work in addition to the cost of the
requested products. We may withdraw
these amounts directly from your EDTA
upon providing you an invoice for our
staff's work

Technology
Support Fee

Then current fee, will
vary under the
circumstances

Monthly

We may require you to pay us a monthly
technology support fee to cover the
increasing cost of supporting technology
solutions for the System, including the
BAR & EATERY, and/or to fund the
continued development of new and
innovative technology solutions for the
System. We do not presently charge or
collect the Technology Support Fee, but
we may do so in the future. Such fees are
subject to change at any time.

Operations
Manual

Then-applicable
charge

Immediately
upon receipt of
invoice

Due only if your copy of the Operations
Manual is stolen, lost or significantly
damaged

Testing

Greater of $1,000 or
the actual cost of
inspection and testing

As incurred

This covers our costs and expenses for
evaluating and testing new products or
inspecting new suppliers you propose
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Column 2 Column 3 Column 4
Column 1
Amount Due Date Remarks
Type of Fee)

Computer Costs of Service in As incurred We or a third party may charge you a fee
Systems, amounts that could for any proprietary software or
Maintenance, and | change monthly technology that we, our affiliates or a
Support (currently, third-party license to you and for other
approximately $250 maintenance and support services that we
per month) plus third or a third party might provide in the
party fees for future. This may include software or
licensing, help desk application licensing expenses, customer
functions, user-based loyalty and  rewards programs,
fees, fees related to subscription fees or on-line ordering
exposure on the platforms. Certain vendors may charge
franchisor’s website us initial or ongoing fees in connection
with the Computer System (as defined in
Item 11). We may either (i) pay these fees
on your behalf and withdraw the
appropriate amount from your EDTA
(See Note 2), or (ii) require that you pay

these fees directly to the vendor
Audit Cost of inspection or | Upon invoice Due if you do not give us reports,

audit

supporting records, or other required
information

Interest on 3% above the prime | As agreed Due on all overdue amounts
overdue amounts | rate of interest on the
first day of each
month or the
maximum rate
allowable by
applicable law®
Insurance You must reimburse | As incurred If you fail to obtain insurance, we may
our costs obtain insurance for you and you must
reimburse us
Insufficient Funds | $100, plus our As agreed Due if you have insufficient funds in your
Processing Fee expenses EDTA to cover a payment, or, if you pay
by check, a check is returned for
insufficient funds
Costs and Will vary under As incurred Due when you do not comply with the
Attorneys’ Fees circumstances Franchise Agreement
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Column 2 Column 3 Column 4
Column 1
Amount Due Date Remarks
Type of Fee)
Brand Damages Will vary under As incurred Due only if you terminate the Franchise
circumstances Agreement before it expires, in which
case you must pay us for all damages,
costs and expenses related to the early
termination
Indemnification Will vary under As incurred You must reimburse us if we are held
circumstances liable for claims from the BAR &
EATERY s operations and other damages
we incur
Management Fee | $500 per day that we | As agreed Due when we (or a third party we
(or a third party) designate) manage the BAR & EATERY
manage the BAR & after your or your managing owner’s
EATERY (plus costs death or disability or upon your default or
and expenses) abandonment

Except for product and service purchases described in Item 8, and except as otherwise noted
in this Item 6, all fees are imposed and collected by and payable to us. Except as noted
above, all fees are uniform and nonrefundable.

If you enter into a Franchise Agreement with us for the right to operate a Beerhead Bar &
Eatery on or before December 31, 2023, then for the BAR & EATERY you open we will
temporarily reduce the amount of the Royalty to 4% during the initial six month period after
the BAR & EATERY opens. If you enter into a Franchise Agreement with us for the right to
operate a Beerhead Bar & Eatery and you sign our Development Agreement Rider on or
before December 31, 2023 committing to develop 2 or more Beerhead Bar & Eateries in an
area, then for each BAR & EATERY you open pursuant to the Development Agreement
Rider we will temporarily reduce the amount of the Royalty to 4% during the initial six
month period after each BAR & EATERY opens and then to 5% during the seventh month
until the end of twelfth month after each BAR & EATERY opens.

Before the BAR & EATERY begins operating, you must sign and deliver to us the
documents we require to authorize us to debit your business checking account automatically
for the Royalty, Fund contributions, and other amounts due under the Franchise Agreement
and for your purchases from us and/or our affiliates (the “Electronic Depository Transfer
Account” or “EDTA”). We will debit the EDTA for these amounts on their due dates. Funds
must be available in the EDTA for withdrawal. We may require payment other than by
automatic debit, and you must comply with our payment instructions.

If you do not report the BAR & EATERY’s Gross Sales, we may debit your EDTA for 120%
of the last Royalty and Fund contribution that we debited. If the amounts we debit are less
than the amounts you actually owe us, then we will debit your EDTA for the remaining
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balance on the day we specify. If the amounts we debit are greater than the amounts you
actually owe us, then we will credit the excess against the amounts that we otherwise would
debit from your EDTA during the following month less a 2% administrative fee on the excess
amount due to your failure to report.

3/ Members of the Cooperative Program will include Beerhead Bar & Eateries operated by us or
our affiliates that are located within the Advertising Coverage Area. Each Beerhead Bar &
Eatery operating in the Advertising Coverage Area will have one vote. No Cooperative
Program yet exists for the franchise network.

4/ There is no transfer fee due for (a) transferring your Franchise Agreement to an entity you
control, or (b) transferring a non-controlling ownership interest in you or your owners, as
long as in either case: (i) the proposed transferee and its owners (whether direct or indirect)
are of good character and otherwise meet our then applicable standards for franchise owners
(including no involvement with a Competitive Business, as defined in Item 17); (ii) you give
us prior notice of the transfer and later provide us final documentation of the consummated
transfer; and (iii) you reimburse us, upon our demand at any time, for any costs we incur
related to the proposed transfer (regardless of whether the proposed transfer actually occurs).

5/ If there is no applicable legal maximum rate, interest will be calculated at the rate of 3%
above the prime rate of interest on the first day of each month for the past due amount, as
published in The Wall Street Journal.
Item 7
ESTIMATED INITIAL INVESTMENT

YOUR ESTIMATED INITIAL INVESTMENT

Column 1 Column 2 Column 3 Column 4 Column §
Type of Amount Method of When Due To Whom
Expenditure Payment Payment is to
be made
Initial Franchise $35,000 - $45,000 Lump Sum Upon signing Us
Fee (1) Franchise
Agreement (and,
if applicable,
Development
Agreement
Rider)
Real Estate/Rent (2) $21,000 - $36,000 As Agreed As Incurred Landlord
Lease, Utility and $0 - $15,000 As Agreed As Incurred Landlord
Security Deposits
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Column 1 Column 2 Column 3 Column 4 Column 5
Type of Amount Method of When Due To Whom
Expenditure Payment Payment is to
be made
Leasehold $500,000 - As Agreed As Incurred Outside
Improvements (3) $1,000,000 Suppliers
Tenant ($50,000 - $350,000) | As Arranged As Incurred Landlord
Improvements (4)
Furniture, Fixtures $150,000 - $550,000 | As Agreed As Incurred Outside
and Equipment (5) Suppliers
Signage $35,000 - $55,000 As Agreed As Incurred Outside
Suppliers
Computer System (6) $8,000 - $20,000 As Agreed As Incurred Outside
Suppliers
Professional Fees $5,000 - $15,000 As Agreed As Incurred Lawyers,
Accountants
and other
Advisors
Business License and $5,000 - $40,000 As Agreed As Incurred Government
Permits (7) Agencies
Opening Inventory $25,000 - $45,000 As Agreed As Incurred Designated
and Supplies (8) and Approved
Suppliers, Us
Grand Opening $5,000 - $10,000 As Incurred As Incurred, Third-party
Advertising (9) Must be spent Advertising
during the period | Sources
1 week before
opening and
ending 30 days
after opening
Training $2,500 - $10,000 As Incurred As Incurred Third Parties
Expenses (out-of-
pocket costs for up to
2 people) (10)
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Column 1 Column 2 Column 3 Column 4 Column 5
Type of Amount Method of When Due To Whom
Expenditure Payment Payment is to
be made
Insurance (11) $2,500 - $5,000 As Incurred As Incurred Insurance
Company
Miscellaneous $2,000 - $35,000 As Incurred As Incurred Third Parties
Opening Costs
Additional Funds — $0 - $30,000 As Incurred As Incurred Third Parties
3 months (12)
TOTAL $746,000 - $1,561,000
ESTIMATED
INITIAL
INVESTMENT (13)
Explanatory Notes

*

Except for the Initial Franchise Fee (See Item 5), all amounts listed in the above table are
nonrefundable. Except for the development fee (see Item 5), no separate initial investment is
required when you sign the Development Agreement Rider.

We describe the Initial Franchise Fee in Item 5.

If when you sign a Franchise Agreement for the right to operate your first Beerhead Bar &
Eatery you concurrently sign our Development Agreement Rider to the Franchise Agreement
agreeing to develop a minimum of 3 Beerhead Bar & Eateries, then we will reduce the
amount of Initial Franchise Fee to $40,000 for the second Beerhead Bar & Eatery, and to
$35,000 for the third Beerhead Bar & Eatery and each additional Beerhead Bar & Eatery you
agree to develop under the Development Agreement Rider. If you do not sign our
Development Agreement Rider to the Franchise Agreement when you sign a Franchise
Agreement for the right to operate your first Beerhead Bar & Eatery, but you later sign our
Development Agreement Rider agreeing to develop an additional Beerhead Bar & Eateries,
then the amount of the Initial Franchise Fee will remain $45,000 for each of the Beerhead
Bar & Eateries you agree to develop under the Development Agreement Rider.

It is your responsibility to identify suitable Premises within the Territory, which we must
approve. We estimate that the Premises should occupy approximately 3,700 square feet of
space. We anticipate that you will rent the Premises and the range included above estimates
3 months of rent. It is possible, however, that you might choose to buy, rather than rent, real
estate on which a building suitable for the BAR & EATERY already is constructed or could
be constructed. Real estate costs depend on location, size, visibility, economic conditions,
accessibility, competitive market conditions, and the type of ownership interest you are
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10.

11.

buying. Rent depends on geographic location, size, local rental rates, businesses in the area,
site profile, and other factors, and could be considerably higher in large metropolitan areas.
Beerhead Bar & Eateries can be located in strip shopping centers, free-standing units, other
venues in downtown commercial areas and in residential areas with high street visibility, as
well as in Non-Traditional Sites (defined in Item 12 below) such as military bases, shopping
malls, airports, train stations, stadiums, commercial business complexes, and similar venues.

Leasehold improvements may include necessary construction work, landscaping and grading
of the premises and parking lots, and other alterations to the proposed site to create a suitable
retail space for the BAR & EATERY. This estimate excludes any allowances for tenant
improvements that you may receive from the landlord of the Premises.

This amount represents an allowance or credit a landlord typically provides to offset the
remodeling and build-out costs you will incur to conform the Premises for the BAR &
EATERY. The amounts included in the table are the low-end and high-end of the allowances
or credits provided by landlords to us and our franchisees during the remodeling and/or build-
out process.

The costs for furniture and equipment vary depending on the size, configuration and
condition of the BAR & EATERY.

You must purchase a Computer System (defined in Item 11) and related software that meets
our specifications, which hardware and software components we detail in Item 11. The cost
of the Computer System may be higher than the estimate if BAR & EATERY requires more
than 6 POS System terminals. See Item 11 for more information on our required technology
specifications for the Computer System.

This range includes licensing or permits that will be necessary for the BAR & EATERY to
offer alcoholic beverages. The price and related costs of obtaining an alcohol permit may
vary substantially by jurisdiction such that we cannot estimate the projected expenditure.

You are responsible for purchasing an initial supply of products and marketing materials
from designated or approved suppliers (which may, but need not, include us or our affiliates).

We must approve your grand opening marketing plan that covers a period beginning 1 week
before the scheduled opening of the BAR & EATERY and ending 30 days from the date the
BAR & EATERY opens for business. Your advertising must comply with our specifications.
See Item 11.

These estimates are for training costs for up to 2 people to attend initial training. The low
end of the training costs estimate assumes you are located near our training facility and does
not include wages for your employees. The high end of the training costs estimate assumes
you are not located near our training facility and includes airfare, lodging, food, car rental,
and wages for your employees.

You must obtain and maintain certain types and amounts of insurance. (See Item 8)
Insurance costs depend on policy limits, types of policies, nature and value of physical assets,
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gross revenue, number of employees, square footage, location, business contents, and other
factors bearing on risk exposure. The estimate contemplates insurance costs for 3 months.

12. These item estimates are for your initial start-up expenses (other than the items identified
separately in the table). These expenses include payroll costs (but not any draw or salary for
you); equipment; installations; security deposits; utility costs; incorporation fees; signage;
materials; and any unforeseen incidental expenses related to facilities improvements. These
figures are estimates, and we cannot guarantee that you will not have additional expenses
starting the business. Your costs depend on your management skill, experience, and business
acumen; local economic conditions; the local market for your products and services; the
prevailing wage rate; competition; and the sales level reached during the initial period. We
relied on our and our executives’ experience in operating The Beer Market Bar & Eateries
(See Item 12) and other restaurant businesses to compile these estimates.

13. You should review these estimated figures carefully with a business advisor before deciding
to acquire the franchise. These amounts are only estimates and your costs could vary
considerably depending on the particular circumstances for the BAR & EATERY. We do
not offer financing directly or indirectly for any part of the initial investment. The
availability and terms of financing depend on many factors, including the availability of
financing generally, your creditworthiness and collateral, and lending policies of financial
institutions from which you request a loan.

The estimates above generally apply to a new Beerhead Bar & Eatery. If we allow you to
purchase an existing company-owned location, then the initial estimates may vary depending on the
circumstances to require a greater or smaller investment than shown above in this Item; however, we
do not anticipate that the estimated initial investment will cost significantly more than the estimates
shown for a new franchise location.

Item 8
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

Franchise Agreement

You must operate the BAR & EATERY according to our System Standards. System
Standards may regulate, among other things, the types, models, and brands of beer taps and
equipment, coolers, audio/visual equipment, fixtures, furniture, vehicles, furnishings, and signs
(collectively, “Operating Assets”); products, other equipment and supplies you must use in operating
the BAR & EATERY; unauthorized and prohibited products, equipment, and services; inventory
requirements; local restaurants or delivery and/or catering services that may deliver and/or cater third
party food items to customers at the BAR & EATERY; and designated and approved suppliers of
Operating Assets and other items.

In the case of Operating Assets, suppliers could, at our option, be limited to us, our affiliates,
and/or other specified exclusive sources, in which case you would have to buy such Operating Assets
only from us, our affiliates, and/or the other specified exclusive sources at the prices we or they
decide to charge. We have the absolute right to limit the suppliers with whom you may deal. None
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of our officers currently owns an interest in any designated third-party supplier to the franchise
network.

Currently, we require you to purchase certain Menu Items, related ingredients, and other
products, as well as certain Operating Assets and the point-of-sale systems and software we describe
in Item 11, only from suppliers we designate. While we currently do not require you to purchase
proprietary products under the Franchise Agreement, we may do so in the future. Currently, you
must buy certain Menu Items and related ingredients from our sole designated supplier of food and
beverage items and related ingredients. Except as we describe above, there are no other goods,
services, supplies, fixtures, equipment, inventory, computer hardware and software, real estate or
comparable items for establishing or operating the BAR & EATERY that you currently must buy or
lease from us (or an affiliate) or designated suppliers.

If we approve you to offer delivery and/or catering services in connection with the BAR &
EATERY, you must make accommodations for delivery and/or catering services in compliance with
our System Standards, including utilizing only the specified designated delivery and/or catering
service providers we identify, making available the Menu Items identified as appropriate for delivery
and/or catering (and only those designated Menu Items), and limiting the delivery and/or catering
services to any delivery and/or catering area we specify to you in writing. (See Item 12)

To maintain the quality of the goods and services that Beerhead Bar & Eateries sell and our
System’s reputation, we may condition your right to buy or lease goods and/or services (besides
those described above that you may obtain only from us, our affiliates, and/or other specified
exclusive sources) on their meeting our minimum standards and specifications and/or being acquired
from suppliers that we approve. We will issue and modify standards and specifications based on our
and our Beerhead Bar & Eatery franchise owners’ experience in operating Beerhead Bar & Eateries.
Our standards and specifications may impose minimum requirements for production, performance,
reputation, prices, quality, design, and appearance. Our confidential operating manual and other
communications we may provide to you (collectively, the “Operations Manual) will identify our
standards and specifications for the System. We will notify you and, where appropriate, the
suppliers, of our standards and specifications. There might be situations where you can obtain items
from any supplier who can satisfy our requirements and, therefore, would be an approved supplier.

If we institute any type of restrictive sourcing program and you want to use any item or
service that we have not yet evaluated or to buy or lease from a supplier that we have not yet
approved or designated, you first must send us sufficient information, specifications, and samples so
that we can determine whether the item or service complies with System Standards or the supplier
meets our approved supplier criteria. We list examples of our criteria for supplier approval in the
following paragraph below in this Item, and we will make available our then current criteria to you,
as necessary, upon request if we are asked to evaluate and approve a new supplier, item, or service
for use with the System. We may charge you or the supplier a reasonable fee for the evaluation (see
Item 6) and will decide within a reasonable time (no more than 120 days). We periodically will
establish procedures for your requests and may limit the number of approved items, services, and/or
suppliers as we think best.

Supplier approval might depend on product quality, delivery frequency and reliability,
service standards, financial capability, customer relations, concentration of purchases with limited
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suppliers to obtain better prices and service, or other criteria. We and our affiliates have the right to
receive payments or other material consideration from suppliers on account of their actual or
prospective dealings with you and other franchise owners and to use all amounts that we and our
affiliates receive without restriction (unless we and our affiliates agree otherwise with the supplier)
for any purposes we and our affiliates deem appropriate. Supplier approval might be temporary until
we evaluate the supplier in more detail. We may inspect a proposed supplier’s facilities during and
after the approval process to make sure that the supplier meets our standards. If it does not, we may
revoke our approval by notifying the supplier and you in writing. We have no obligation to approve
any request for a new supplier, product, or service. We may charge you the greater of $1,000 or our
actual cost of inspection and testing of products in connection with our evaluation and approval or
disapproval of proposed suppliers.

Insurance. Besides these purchases or leases, you must obtain and maintain, at your own
expense, the insurance coverage that we periodically require and satisfy other insurance-related
obligations underwritten by an insurance company having an A.M. Best rating of A+ or higher. You
currently must have comprehensive commercial general liability coverage ($1 million per occurrence
for bodily injury and property damage and $2 million aggregate; $2 million products and completed
operations aggregate; $1 million personal and advertising injury limit; and $10,000 medical
payments), excess liability and umbrella coverage over the general liability, motor vehicle liability,
and worker's compensation policies ($2 million per occurrence); liquor liability coverage ($1 million
per occurrence and $1 million aggregate); motor vehicle liability insurance ($1 million combined
single limit per accident), and other policies containing the minimum liability coverage we specify,
such as worker’s compensation and employer's liability insurance ($500,000 per accident, $500,000
per employee for injury by disease, and $500,000 aggregate for injury by disease), and any other
coverage required by law or your lease. Premiums depend on the insurance carrier’s charges, terms
of payment, and your history. All insurance policies must name us and The Beer Market, LLC, along
with our and their officers, agents and employees as additional insured parties. If you fail to obtain
or maintain required insurance coverage for the BAR & EATERY, we may do so on your behalf and
invoice you for reimbursement of our costs to arrange the missing coverage.

Advertising Materials. Before you use them, you must send us for review samples of all
advertising, promotional, and marketing materials that we (or a supplier we may designate, at our
option) have not prepared or previously approved. If you do not receive written notice of approval
within 10 days after you submit materials to us, they are deemed disapproved. You may not use any
advertising, promotional, or marketing materials that we have not approved or have disapproved.

Beerhead Bar & Eatery Development. You are responsible for developing the BAR &
EATERY. We may give you mandatory and suggested specifications and layouts for a Beerhead Bar
& Eatery, including requirements for dimensions, design, image, interior layout, decor, and color
scheme. These plans might not reflect the requirements of any federal, state, or local law, code, or
regulation, including those arising under the Americans with Disabilities Act (“ADA”) or similar
rules governing public accommodations for persons with disabilities. You must prepare a site survey
and all required construction plans and specifications for the BAR & EATERY’s site and make sure
that they comply with the ADA and similar rules, other applicable ordinances, building codes, permit
requirements, and lease requirements and restrictions. We may review and approve all final plans
and specifications before you begin constructing the BAR & EATERY and all revised or “as built”
plans and specifications during construction. Our review is only to ensure your compliance with our
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design requirements. We may inspect the BAR & EATERY during its development, and at any time
and from time to time during the franchise term.

Beerhead Bar & Eatery Site. We have the right to approve your lease or sublease and to
require that you sign our required form of Lease Addendum to any third-party lease you sign
(attached as an exhibit to the Franchise Agreement). We may also enter into a master lease for the
site of the BAR & EATERY and sublease the Premises to you. You must submit, for our approval,
all information and materials we request regarding any site at which you propose to operate a
Beerhead Bar & Eatery.

Collectively, the purchases and leases described above are approximately 90% of your
overall purchases and leases in establishing the BAR & EATERY and 90% of your overall purchases
and leases in operating the BAR & EATERY.

Neither we nor our affiliates received any revenue or other material consideration during
2022 from the direct sale of items to Beerhead Bar & Eatery franchise owners, but we may do so in
the future. During fiscal year 2022, we received no rebates from any suppliers, but we may do so in
the future. Currently, our parent, The Beer Market, LLC, receives rebates from suppliers based on
the following purchases by Beerhead Bar & Eateries: (1) a percentage of total purchases of all food
items from our sole designated supplier of food items; (ii) a fixed amount on each case of pretzels
purchased from our sole designated supplier of food items; (iii) a fixed amount on all Pepsi and other
juice products purchased, including a fixed amount per gallon purchased plus an annual fixed
payment; (iv) a percentage of total purchases of certain paper and packaging products; (v) a fixed
amount on each bankcard transaction; (vi) a percentage of wood cladding materials purchased from
our materials supplier; (vii) a fixed amount based on the weight of Hormel products purchased; (viii)
a fixed amount per case of non-alcoholic beverages purchased from our supplier; and (ix) a fixed
amount per case of wine purchased from our supplier. During the 2022 fiscal year, Ahead
Marketing, LLC received a total of approximately $80,548 from these suppliers based on purchases
by Beerhead Bar & Eateries. Ahead Marketing, LLC currently contributes these amounts to the
Fund, but it is not required to do so and may discontinue doing so at any time. Other than as
described above, neither we nor our affiliates received any rebates from any suppliers based on
purchases by Beerhead Bar & Eatery franchise owners. We anticipate that we will, but have no
obligation to, deposit certain future amounts we receive from suppliers (as a result of purchases made
by Beerhead Bar & Eateries from those suppliers) to the Fund for the general benefit of the Marks
and the promotion of all Beerhead Bar & Eateries generally.

There currently are no purchasing or distribution cooperatives. We may negotiate purchase
arrangements with suppliers (including price terms). We do not provide material benefits to
Beerhead Bar & Eatery franchise owners (for example, renewal or granting additional franchises)
based on their purchase of particular products or services or use of particular suppliers.

Development Agreement Rider

The Development Agreement Rider does not require you to buy or lease from us (or our
affiliates), our designees, or approved suppliers, or according to our specifications, any goods,
services, supplies, fixtures, equipment, inventory, computer hardware and software, real estate, or
comparable items. You must give us information and materials we request regarding each site at
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which you propose to operate a Beerhead Bar & Eatery so we can assess that site. The information
and materials we may request is consistent with the information and materials we may request for
site selection under the Franchise Agreement. (See Item 11)

Item 9
FRANCHISEE’S OBLIGATIONS
This table lists your principal obligations under the franchise and other agreements. It

will help you find more detailed information about your obligations in these agreements and in
other items of this Disclosure Document.

OBLIGATION

SECTION
IN AGREEMENT

DISCLOSURE
DOCUMENT ITEM

Site selection and
acquisition/lease

Sections 1.D, 2.A., and 2.B of Franchise
Agreement; Section 6 of Development
Agreement Rider

Items 7, 8, and 12

Pre-opening
purchases/leases

Sections 2.A to 2.F, 3.B and 8 of Franchise
Agreement

Items 5, 7, 8,
and 11

Site development and
other pre-opening
requirements

Section 2 of Franchise Agreement

Items 7, 8, and 11

Initial and ongoing
training

Section 4 of Franchise Agreement

Items 6,7, and 11

Opening Section 2.F of Franchise Agreement; | Item 11
Section 3 of Development Agreement
Rider
Fees Sections 2.B, 2.E, 3.A to 3.F, 4.A to 4.D, | Items 5, 6, and 7

8.C, 8.F, 9, 11.B, 12.C, 13.A, 14.F, 16.D,
and 17.C of Franchise Agreement; Section
5 of Development Agreement Rider

Compliance with
standards and
policies/operating
manual

Sections 4.C, 4.D, and 8 of Franchise
Agreement

Items 8 and 11

Beerhead FC, LLC
Beerhead Bar & Eatery — 2023 FDD
ACTIVE 685810771v2

18




OBLIGATION

SECTION
IN AGREEMENT

DISCLOSURE
DOCUMENT ITEM

Trademarks and
proprietary information

Sections 5 and 6 of Franchise Agreement;
Section 4 of Development Agreement
Rider

Items 13 and 14

Restrictions on
products/services offered

Sections 1.D and 8 of Franchise
Agreement; Section 4 of Development
Agreement Rider

Items 8, 11, 12,
and 16

Warranty and customer
service requirements

Section 8 of Franchise Agreement

Items 8, 12, and
16

Territorial development
and sales quotas

of Franchise
and 6 of

Sections 1.D to 1.G
Agreement; Sections 2, 3,
Development Agreement Rider

Items 12 and 17

Ongoing product/service
purchases

Sections 2.E, 2.F, and 8 of Franchise
Agreement

Items 6 and 8

Maintenance,
appearance, and
remodeling requirements

Sections 8 and 13 of Franchise Agreement

Items §, 11, 16,
and 17

Insurance Section &.F of Franchise Agreement Items 7 and 8

Advertising Section 9 of Franchise Agreement Items 6, 7, 8, and
11

Indemnification Section 16.D of Franchise Agreement; | Item 6

Section 10 of Development Agreement
Rider

Owner’s participation/
management/staffing

Sections 1.C, 4, 6, and 8 of Franchise
Agreement

Items 11 and 15

Records and reports

Section 10 of Franchise Agreement

Not Applicable

Inspections and audits

Section 11 of Franchise Agreement

Items 6 and 11

Transfer

Section 12 of Franchise Agreement;
Section 9 of Development Agreement
Rider

Item 17
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SECTION DISCLOSURE
OBLIGATION IN AGREEMENT DOCUMENT ITEM
Renewal Section 13 of Franchise Agreement Item 17
Post-termination Section 15 of Franchise Agreement Item 17

obligations

Non-competition
covenants

Sections 7, 12, 15, and 16 of Franchise
Agreement

Items 15 and 17

Section 17 of Franchise Agreement; | Item 17
Section 10 of Development Agreement
Rider

X. Dispute resolution

Sections 1.C and 12.C of Franchise | Items I and 15
Agreement; Attachment to Franchise
Agreement

y. Other - Guaranty

Item 10

FINANCING

We and our affiliates do not offer direct or indirect financing. Neither we nor our affiliate
will guarantee your note, lease, or obligation.

Item 11

FRANCHISOR’S ASSISTANCE, ADVERTISING, COMPUTER SYSTEMS, AND
TRAINING

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

Pre-Opening Assistance

Before you open and begin operating the BAR & EATERY, we will:
1. Designate the Territory for the BAR & EATERY. (Franchise Agreement — Section 1.F)

2. We anticipate that you will operate the BAR & EATERY in a commercial space that you will
lease. We will approve or disapprove each site that you propose according to our general
criteria for selection of a Beerhead Bar & Eatery site. The site must meet our criteria for
demographic characteristics; traffic patterns; parking; character of neighborhood; competition
from, proximity to, and nature of other businesses; size; appearance; and other physical and
commercial characteristics. We will use reasonable efforts to help analyze your market area,
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to help determine site feasibility, and to assist in designating the location, although we will
not conduct site selection activities for you. We may, however, refer sites to you for your
consideration. You must submit a proposed site and related materials to us within 120 days
after completion of the initial training program. We will use reasonable efforts to approve or
disapprove the proposed site within 30 days after receiving your written proposal. (Franchise
Agreement — Sections 1.D, 2.A. and 2.B.)

We must approve your third-party lease for the Premises. The lease must be in form and
substance we approve, and must include the provisions of our required lease addendum. You
must submit a proposed lease or purchase document for the Premises to us for our approval
within 120 days after completion of the initial training program. You must deliver to us the
approved and fully-signed lease (including the provisions of the lease addendum) within 7
days after you sign the lease or purchase document for the Premises or, if earlier, before the
date specified in any Development Agreement Rider that we and you signed. At our option,
we may terminate your Franchise Agreement if you and we do not agree on an acceptable
site, and you do not submit a lease or purchase document for that site to us within 120 days
after completion of the initial training program. (Franchise Agreement — Sections 2.B and
14.B)

Provide you mandatory and suggested specifications and layouts for a BAR & EATERY,
including requirements for dimensions, design, image, interior layout, decor, fixtures,
equipment, signs, furnishings, and color scheme. (Franchise Agreement — Section 2.C.)

As discussed in Item 8, identify the Operating Assets, Menu Items and related products and
services, equipment and supplies that you must use to develop and operate the BAR &
EATERY, the minimum standards and specifications that you must satisfy, and the
designated and approved suppliers from whom you must or may buy or lease these items
(which may be limited to and/or include us, our affiliates, and/or other specified exclusive
sources). (Franchise Agreement — Sections 2.A., 2.D., and 8)

Provide you access to one copy of the Operations Manual, the current table of contents of
which is Exhibit G. As of the date of this Disclosure Document, the Operations Manual
contains approximately 380 pages. (Franchise Agreement — Section 4.D.)

Advise you on the BAR & EATERY’s grand opening advertising program. (Franchise
Agreement — Section 9.A.)

Train you (or your managing owner) and your General Manager. (Franchise Agreement —
Section 4.A.) We describe this training later in this Item.

Designate a specific number of Beerhead Bar & Eateries you may develop and open at
approved locations in the Area (if we grant you development rights). We also will supply to
you our site selection criteria and may put you in contact with a commercial real estate broker
in your Area. (Development Agreement Rider — Sections 2, 3, and 6) (See Items 5, 12 and
15) Some of the assistance noted above may be performed during the term of a Development
Agreement Rider but before the signing of a second or subsequent Franchise Agreement.
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Ongoing Assistance

During your operation of the BAR & EATERY, we will:

1. Advise you regarding the BAR & EATERY’s operation based on your reports or our
inspections. We also will guide you on standards, specifications, and operating procedures
and methods that Beerhead Bar & Eateries use; purchasing required and authorized Operating
Assets, Menu Items and related products and services, and other items and arranging for their
distribution to you; advertising and marketing materials and programs; employee training;
and administrative, bookkeeping, and accounting procedures. We will guide you in our
Operations Manual, bulletins, or other written materials; by electronic media; by telephone
consultation; and/or at our office or the BAR & EATERY. (Franchise Agreement —
Section 4.C.)

2. Give you, at your request (and our option), additional or special guidance, assistance, and
training. (Franchise Agreement — Section 4) (See Item 6)

3. Continue to provide you access to one copy of the Operations Manual, which could include
audiotapes, videotapes, compact disks, computer software, other electronic media, and/or
written materials. The Operations Manual contains mandatory and suggested specifications,
standards, operating procedures, and rules (“System Standards”) that we periodically require.
We may modify the Operations Manual periodically to reflect changes in System Standards.
(Franchise Agreement — Sections 4.D and 8)

4. Issue and modify System Standards for Beerhead Bar & Eateries. We periodically may
modify System Standards, which may accommodate regional or local variations, and these
modifications may require you to invest additional capital in the BAR & EATERY and/or
incur higher operating costs. (Franchise Agreement — Section 8) (See Item 16)

5. Establish, to the fullest extent allowed by applicable law, maximum, minimum, or other
pricing requirements with respect to the prices you may charge for products and services.
(Franchise Agreement — Section 8.G)

6. Inspect the BAR & EATERY and observe BAR & EATERY operations to help you comply
with the Franchise Agreement and all System Standards. (Franchise Agreement —
Section 11.A)

7. Let you use our confidential information. (Franchise Agreement — Section 6)
8. Let you use our Marks. (Franchise Agreement — Section 5)
9. Periodically offer refresher training courses. (Franchise Agreement — Section 4.B) (See
Item 6)
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Advertising and Development Fund

Recognizing the value of advertising and marketing to the goodwill and public image of
Beerhead Bar & Eateries, we have established a formal Advertising and Development Fund (the
“Fund”) for advertising, marketing, and public relations programs and materials we deem
appropriate. We may designate a separate entity as we deem appropriate in our sole discretion to
operate and administer the Fund. Any such entity will have all of the rights and duties described
here. You must contribute to the Fund the amounts that we periodically require. (See Item 6)
Beerhead Bar & Eateries that we or our affiliates operate will contribute to the Fund on the same
basis as franchise owners. We have the right to collect for deposit into the Fund any advertising,
marketing, or similar allowances paid to us by suppliers who deal with Beerhead Bar & Eateries and
with whom we have agreed that we will so deposit these allowances.

We and/or an advertising agency that we designate will direct all programs that the Fund
finances, with sole control over the creative concepts, materials, and endorsements used and their
geographic, market, and media placement and allocation. The Fund may pay for preparing and
producing video, audio, and written materials and electronic media; costs associated with inbound
marketing channels and providers (for example, Google, Facebook and Yelp); developing,
implementing, and maintaining an electronic commerce Website and/or related strategies; purchasing
and maintaining a domain name and email address accounts; administering regional and multi-
regional marketing and advertising programs, including purchasing trade journal, direct mail, and
other media advertising; using advertising, promotion, and marketing agencies and other advisors to
provide assistance; and supporting public relations, market research, and other advertising,
promotion, and marketing activities. The Fund may advertise locally, regionally, and/or nationally in
printed materials, on radio or television, and/or on the Internet, whatever we think best. The Fund
periodically may give you samples of advertising, marketing, and promotional formats and materials
at no cost. We or the Fund will sell you multiple copies of these materials at their direct cost of
producing them, plus any related shipping, handling, and storage charges.

We will account for the Fund separately from our other funds and not use the Fund for its or
our general operating expenses. However, we may use the Fund to pay the reasonable salaries and
benefits of personnel who manage and administer the Fund, the Fund’s other administrative costs,
travel expenses of personnel while they are on Fund business, meeting costs, exposition and show
costs, overhead relating to Fund business, and other expenses that we incur in activities reasonably
related to administering or directing the Fund and its programs, including conducting market
research; public relations; preparing advertising, promotion, and marketing materials; and collecting
and accounting for Fund contributions. During our fiscal year ending December 31, 2022, Fund
contributions were spent as follows: 4% on media placement, 14% on production, 34% on public
relations, and 48% on administration.

The Fund is not our asset. The Fund also is not a trust. We have a contractual obligation to
hold all Fund contributions for the benefit of the contributors and to use contributions only for their
permitted purposes (described above). We do not have a fiduciary obligation to you for
administering the Fund. The Fund may spend in any fiscal year more or less than the total Fund
contributions in that year, borrow from us or others (paying reasonable interest) to cover deficits, re-
pay any amounts owed to us or others as borrowed by the Fund in prior periods, or invest any surplus
for future use. We do not expect to use any of the Fund contributions specifically to develop

23

Beerhead FC, LLC
Beerhead Bar & Eatery — 2023 FDD
ACTIVE 685810771v2



materials and programs that will be used principally to solicit franchisees. However, media,
materials, and programs, including our Website, prepared using Fund contributions may describe our
franchise program, reference the availability of franchises and related information, and process
franchise leads. We will prepare an annual unaudited statement of Fund collections and expenses
and give it to you upon written request. We may have the Fund audited annually, at the Fund's
expense, by an independent certified public accountant. We may incorporate the Fund or operate it
through a separate entity when we think best. The successor entity will have all of the rights and
duties described here.

The Fund is to maximize recognition of the Marks and patronage of Beerhead Bar &
Eateries. Although we may use the Fund to develop advertising and marketing materials and
programs, and to place advertising and marketing, that will benefit all Beerhead Bar & Eateries, we
need not ensure that Fund expenditures in or affecting any geographic area are proportionate or
equivalent to Fund contributions by Beerhead Bar & Eateries operating in that geographic area or
that any Beerhead Bar & Eatery benefits directly or in proportion to its Fund contribution from the
development of advertising and marketing materials or the placement of advertising. We may use
collection agents and institute legal proceedings to collect Fund contributions at the Fund’s expense.
We also may forgive, waive, settle, and compromise all claims by or against the Fund. We assume
no other direct or indirect liability or obligation to you for collecting amounts due to, maintaining,
directing, or administering the Fund.

We may at any time defer or reduce a franchise owner’s Fund contributions and, upon 30
days’ prior written notice to you, reduce or suspend Fund contributions and operations for one or
more periods of any length and terminate (and, if terminated, reinstate) the Fund. If we terminate the
Fund, we will distribute all unspent monies to franchise owners, and to us and our affiliates, in
proportion to their, and our, respective contributions during the preceding 12-month period.
(Franchise Agreement — Section 9.B)

Your Local Advertising

In addition to your Fund contributions and your grand opening advertising obligation, you
must on an ongoing monthly basis spend at least 2% of the prior month’s Gross Sales to advertise
and promote the BAR & EATERY. You must participate at your own expense in all advertising,
promotional and marketing programs that we require. You must send us monthly reports of your
marketing expenditures.

Your local advertising and promotion must follow our guidelines. All advertising and
promotional materials that you develop for the BAR & EATERY must contain notices of our
Website’s domain name in the manner we designate. You may not develop, maintain, or authorize
any Website that mentions or describes you or the BAR & EATERY or displays any of the Marks
without our prior written approval. We alone may establish, maintain, modify or discontinue all
internet, worldwide web and electronic commerce activities pertaining to the System, including
through the use of a page or profile on a social media Website such as Facebook, LinkedIn and
Twitter. All advertising, promotion, marketing, and public relations must be completely clear,
factual, and not misleading and conform to both the highest standards of ethical advertising and
marketing and the policies that we periodically require. Before you use them, you must send us or
our designated agency for review samples of all advertising, promotional, marketing, and public
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relations materials that we have not prepared or previously approved. Promotional material includes
materials you provide on a Website or similar medium. If you do not receive written approval or
disapproval within 10 days after we or our designated agency receives the materials, they are deemed
to be disapproved. You may not use any advertising, promotional, marketing, or public relations
materials that we have not approved or that we have disapproved.

You must list and advertise the BAR & EATERY in at least one recommended classified
telephone directory distributed within the Territory (in designated business classifications) and use an
approved form of classified telephone directory advertisement. If other Beerhead Bar & Eateries are
located within the directory’s distribution area, we may require you to participate in a collective
telephone directory advertisement with those Beerhead Bar & Eateries and pay your share.
(Franchise Agreement — Section 9.C) (See Items 6, 8, and 9)

Cooperative Advertising Programs

We may designate an advertising coverage area (“ACA”) — local or regional — in which 2 or
more Beerhead Bar & Eateries are located in order to seek to establish a cooperative advertising
program (“Cooperative Program™). An ACA is the area covered by the particular advertising
medium recognized in the industry. We will require all franchise owners in the ACA to participate.
Each Beerhead Bar & Eatery operating in the ACA will have one vote, including those we or our
affiliate operate.

Each Cooperative Program will be organized and governed in a form and manner, and begin
operating on a date, that we determine in advance. Each Cooperative Program’s purpose is, with our
approval, to administer advertising programs and develop promotional materials for the area the
Cooperative Program covers. If we establish a Cooperative Program for the geographic area in
which the BAR & EATERY is located, you must sign the documents we require to become a
member of the Cooperative Program and participate in the Cooperative Program as those documents
require.

If a Cooperative Program is established for your ACA, you must contribute up to 2% of the
BAR & EATERY’s Gross Sales to the Cooperative Program weekly, monthly, or as otherwise
specified by 50% or more of the Beerhead Bar & Eateries operating in the ACA. You need not
contribute more than 2% of the BAR & EATERY’s Gross Sales to the Cooperative Program unless
67% or more of the Beerhead Bar & Eateries operating in the ACA, including those we or our
affiliates operate, vote to increase the contribution in excess of 2%. Any amounts you contribute to a
Cooperative Program will count toward the percentage of Gross Sales you are required to spend on
local advertising.

You must send us and the Cooperative Program any reports that we require. The Cooperative
Program and its members may not use any advertising or promotional plans and materials without
our prior written consent. We have the power to form, change, dissolve, or merge any Cooperative
Program. We will make available for your review any records showing payments to and expenses of
any Cooperative Program in which you participate.

We do not have a franchise owner advisory council that advises us on advertising policies.
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Computer System

You must obtain and use in the BAR & EATERY a computer system containing the
hardware and software we specify or that we recommend (the “Computer System’). The Computer
System currently includes: (i) the required point-of-sale system (“POS System”) and related software
from our designated suppler, Chicago POS, for up to 6 POS System terminals; (ii) inventory and
accounting software from another designated vendor; (iii) proprietary software related to our
customer loyalty and rewards programs or on-line ordering platforms; and (iv) additional hardware
that includes receipt printers, pole display package from the POS System vendor, a digital scanner, a
back office computer with a printer. (See Items 7 and 8 above)

We estimate that your purchase of the Computer System will cost between $8,000 and
$20,000 (see Item 7). There is no requirement that you buy all the required computer hardware
and/or operating software if you already own a computer system and software that meets our
specifications for the Computer System. You may purchase certain parts of the Computer System
from any vendor so long as we have not designated a sole or approved vendor for a particular
component and that your Computer System for the BAR & EATERY meets our overall
specifications.

You will be solely responsible for ongoing maintenance and upgrading of the Computer
System, the annual costs of which we estimate to be approximately $6,000 per year. Chicago POS
currently provides maintenance services for the POS System. Currently, we do not require that you
purchase an additional maintenance contract to service the Computer System, but we may do so in
the future.

The types of data to be generated or stored in the Computer System include sales and
inventory information. We have independent, unlimited access to the information generated by the
Computer System. We will provide you with an email address (or multiple addresses) using our
Beerhead domain name, which you must use and maintain in the operation of the BAR & EATERY
so that we can send you notices and otherwise communicate with you by this method. We have
independent, unlimited access to any email account using the Beerhead domain name.

We may change the Computer System at any time. There are no contractual limitations on
the frequency and cost of this obligation. We need not reimburse you for any of these costs. We or
our affiliates may condition any license of proprietary software to you, or your use of technology that
we or our affiliates develop or maintain, on your signing a software license agreement or similar
document that we or our affiliates prescribe to regulate your use of, and our and your respective
rights and responsibilities concerning, the software or technology. We or our affiliates may charge
you a monthly, annual, or other license fee for any proprietary software or technology that we or our
affiliates license to you and for other maintenance and support services that we or our affiliates
provide during the franchise term. We also may require you to pay us a monthly technology support
fee to cover the increasing cost of supporting technology solutions for the System, including the
BAR & EATERY, and/or to fund the continued development of new and innovative technology
solutions for the System. We do not presently charge or collect the Technology Support Fee, but we
may do so in the future. Certain vendors may charge us initial or ongoing fees in connection with the
Computer System. We may either (i) pay these fees on your behalf and withdraw the appropriate
amount from your EDTA, or (ii) require that you pay these fees directly to the vendor.
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Opening

We estimate that it will be 180 to 240 days after you sign the Franchise Agreement before
you open and begin operating the BAR & EATERY. The specific timetable for opening and
operating the BAR & EATERY depends on various factors, including the location of the Premises
(whether it is in a residential or non-residential location); the delivery schedule for equipment and
supplies; completing training; and complying with local laws and regulations. You must notify us in
writing at least 30 days before the day on which you propose to begin operating the BAR &
EATERY. You may not open or begin operating the BAR & EATERY until: (1) we notify you in
writing that the BAR & EATERY and Premises meet our standards and specifications; (2) you (or
your managing owner) and your other employees complete initial training to our satisfaction; (3) you
pay the initial franchise fee and other amounts then due to us; and (4) you give us certificates or other
evidence we require for all required insurance policies. In any case, you must open the BAR &
EATERY within 365 days after the Effective Date of the Franchise Agreement. (Franchise
Agreement — Section 2.F)

Training

If this is your first Beerhead Bar & Eatery, then before the BAR & EATERY opens for
business, we will train you (or your managing owner) and the manager-level employee you appoint
on operating a Beerhead Bar & Eatery. We will provide at least 5 days of initial classroom training
(which may be provided online at our sole option), excluding the days of on-site opening support we
describe later in this Item (although the specific number of days depends on our opinion of your
experience and needs). We will use the Operations Manual and various instructional materials as we
conduct the initial training program. If we determine that you (or your managing owner) and your
manager-level employee cannot complete initial training to our satisfaction, then we may terminate
the Franchise Agreement. (Franchise Agreement — Section4.A) If you do not satisfactorily
complete the required initial training during the normal time allotted, we may require you (or your
managing owner) and/or your employees to attend additional training programs at our designated
training facility in order to achieve the sufficient level of training we require. We may charge
reasonable fees for such additional training, as well as for additional training programs we may
require or offer during the franchise term. (See Item 6) You also must pay for all travel and living
expenses that you and your employees incur and for your employees’ wages and workers’
compensation insurance while they attend such additional training at our training facility or the
location we designate. (Franchise Agreement — Section 4.A)

Additional people beyond the attendees we require may attend initial training, subject to our
ability and capacity to accommodate these extra persons in any training session, if you pay our then
current training charge for each additional person. (See Item 6) You also must pay for all travel and
living expenses that you and your personnel incur, and for your personnel’s wages and workers’
compensation insurance while they train at our training facility or the location we designate.
(Franchise Agreement — Section 4.A)

We or our designee conduct our initial training program as frequently as we deem necessary
at our training location in Schaumburg, Illinois or another location we designate (except for the on-
site support period around the BAR & EATERY’s opening that we will provide at the Premises).
Initial training will occur and be completed no more than 6 weeks before the BAR & EATERY's
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scheduled opening date. You (or your managing owner) must complete initial training to our
satisfaction before you may open and begin operating the BAR & EATERY. As of the date of this
Disclosure Document, our required initial training program includes the following programming:

TRAINING PROGRAM
Hours of Hours of
. Classroom On-the-Job Location
Subject . . ..
Training Training
Pre-Opening Checklist 10 0 Cleveland, Ohio, another location
we designate, or online at our sole
option
Operations,  Polices & 30 0 Cleveland, Ohio, another location
Procedures we designate, or online at our sole
option
Operator Management — 0 80 Cleveland, Ohio, or another
Purchasing, POS System location we designate
Training, Scheduling, Staff
Management, Event
Management
Totals 40 80

Our Director of Operations, Tracy Donofrio, will direct the initial training program. Ms.
Donoftio has been providing operational management services to The Beer Market, LLC's company-
owned outlets since August 2013 and has developed and implemented training programs for the bar
and restaurant industry since 1988.

The instructional materials for our required training programs currently include, or may
include in the future, computer-based training courses and software, videos, handouts, the Operations
Manual, and tests or other evaluations we may require you or your attendees to complete.

In addition to the initial training we outline above, we will, at our own cost, send at least 1 of
our representatives to the BAR & EATERY, for a period of at least 5 total days, to provide on-site
support in connection with pre-opening and opening activities when the BAR & EATERY is
preparing to open for business. We may provide more representatives, or more days of on-site
support, at the Premises during this period as we deem necessary. We solely determine the timing,
scheduling and staffing of on-site support we provide according to this paragraph, including the
calendar dates, times of our support, and whether we provide these days consecutively or
intermittently. You must successfully complete all activities of this on-site support period to our
satisfaction. If you request, and we agree to provide, additional or special guidance, assistance, or
training during this on-site support period, then you will pay our then applicable charges, including
our personnel’s per diem charges and travel and living expenses.

You (or your managing owner) and/or other previously trained and experienced employees
must attend and complete to our satisfaction various training courses that we periodically provide
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either online or in-person at the times and locations we designate. We may charge reasonable
registration or similar fees for these courses, and we will not require in-person attendance by you or
your personnel for more than 10 total days of training during a calendar year. Besides attending
these courses, we may require you to attend an annual national meeting of all Beerhead Bar & Eatery
franchise owners at a location we designate. You are responsible for all related travel and living
expenses and wages incurred in connection with attending these courses and meetings.

Other personnel we designate may assist in our initial and other training programs, including
other Beerhead Bar & Eatery representatives, or other Beerhead Bar & Eatery franchisees or
qualified managers or operators of Beerhead Bar & Eateries. On average, representatives will have a
minimum of 3 years operational experience with "The Beer Market" businesses (see Item 12) or
Beerhead Bar & Eateries and 10 years overall operational experience in the industry. The Franchise
Agreement requires you to assist in future training programs for other franchisees, upon our request
and for which we will reimburse you for your associated expenses.

Item 12
TERRITORY

Franchise Agreement

You will operate the BAR & EATERY within a specific Territory that we first must approve.
We will describe the Territory in the Franchise Agreement before you sign it. We will determine the
size and boundaries of the Territory in our sole judgment, based upon factors including population
density, character of neighborhood, location, number of competing businesses, general traffic and
pedestrian traffic flow, and other demographic and population factors. The Territory will cover a
geographic area that comprises an estimated population of 50,000 people. (For purposes of the
Territory, the term “population” includes all potential persons within the Territory, whether arising
from personal, residential, weekday or daytime business, and/or general commercial business, or any
combination thereof.) We may reduce or otherwise modify the size or boundaries of your Territory
during the term of your Franchise Agreement, at our sole option and upon providing notice to you, as
long as the re-defined Territory (as modified) still encompasses a geographic area around the
Premises consisting of 50,000 people. If we do so, we will amend Exhibit B to your Franchise
Agreement to reflect the modified Territory and provide you an updated version of that Exhibit. We
are not obligated to expand or modify the size and/or boundaries of the Territory to include a greater
population than 50,000 people.

Except as described below under “Development Agreement Rider”, you have no options,
rights of first refusal, or similar rights to acquire additional franchises within the Territory or in
contiguous territories. You may operate the BAR & EATERY only from the Premises we approve
within the Territory and may not relocate the Premises without our approval.

If we approve you to offer delivery and/or catering services in connection with the BAR &
EATERY, you must make accommodations for delivery and/or catering services in compliance with
our System Standards, including limiting the delivery a