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Grant Thornton %

Accountanis and Businses Advizors

Repoet ol Indepemdent Cenified Public Accountants.

The Board of Directors
Focus Brands Ine and Snhsidiaries

We have audited the accompanying consolidated balance sheets of Foens Brands Inc. (3 Delaware
corporation) and Subsidiarics {colleerively, the “Company™ s of Decernber 31,.2005 aud 2004, aned the
telated comnsoiwlared starements of operations, changes in stockholders’ equmity:dnd cash flows for the years
thent eadled. These consoltdated financial statements are: the eesponsibility of ihie Company's managetment.
Our responsihility 5 to express ¥n opinion oo these eonsolidaced Enancial statements bazed on oueizuwdii.

We. conducted our audit in accordiece with auditing standards geaerally aceepied in the United States of
Atnenca as esrahlished hy the Auditing Standards Board of the American Instiure of Cerdfied Pubh
Acconntants.  Those standards cequire thar we plan and perfonm the audie 1 obtin redsonable assurance
ahour whether the (inundal statements are free of material misstatement. An andit incliudes consideration of
mtemal control over financial reporting as 1 basis for designing audit procedores that are appropriate in the
ciccunstances, hut not for the purpose uf expressing an opinion on the effeerivencds of the Company’s
internal contral over financial reporting: Accordingly, we oxpress no such opinier. An audit 2lso indludes
examining, on A test basis, evideree suppotting the smounts and disclosutes i the Fnancial starements
assessog the accounting principles used and siguificant extimates made by mzhagement, as well as evalmsing
the overall financial sratement presentanon. We believe that our audits provide a feasonable hasis for our
opintun,

In our opinion, the consolidared financial statements seferred ro above present (aizly, in-all material respects,
the consolidated financial posicion of Foces Brands Tnc. and Subsidiaries as of December 31, 2005 aud 2004,
sd the resulrs of theit operations wnd their cash Jows for (e years then ended in conformiry wirh
accounting principles generally avcented in the United States of America '

As dizcussed i Note B to the, financal statementy, the Company has restaled its financial eeaternents sy of
and for the year ended Decermber 31, 2004

Audants, Georgia
Lebiuary 24, 2006
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Focus Brands Inc, and Subsidiaties

-CONSOLIDATED BALANCY: SHEETS
December3i,
| . 1
! . ASSETS
2005 hood
(‘Rt: statcd)
CURRENT ASSETS. L .
Cnsh and :‘as?w cquwalenis 3 B,QJZ,?ED' § 3,922,604
Restricied cash 489,229 . D432
Acconnts u:t.nvnhlc, et of allrsance for .
‘ dnubifnl acourts oi 5” nw B35S md ’ ‘
| §2.777, SR5'in 285 and 2004;: rcmm'em 8,233,367 ‘?&,32?},595
- Inventories 1,536,262 1,367,293
| l‘rcpm: expeonses ad other cumént asset LEOL 60 |2 546,552
| Nnrﬂ rarehvahie 1,180,500 f" 262, 148
‘ Defm:\:tl tax assces . ' : 1302869 : |5 (KT 000
o ' : - . 8
: Toral Carcent sisets 17,372,902 ...,9‘»'2,66’5
' PROPIRTY, BQUIPMENT AND 7 :
LEASEHOLD IMPROVEMENTS, NET 12967125 ~1~;§m5,ws
|
OTHER ASSRETS (
intnnglble assets 54,927,516 s.‘ 751 816
| Oicleér 2,037,110 ‘65:&.233
| 88,963,627 5¢ AU2.040
| -
|
: 1
|
i !
|
|
NI 20 1 . ¥
TOTAL ASSETS $ 87@0& S N5 11
The. ;lxcc:unfjmymg fi0168 are an integzal part of these consolidated financial statenienis.
4
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LIABILITIES AND STOCEHOLDERS® EQUITY

CURRENT LIABILITIES
Arizwmts ]myn]slx!
Accrugd expenses and nther babilines
Cuztamir and other dopogio
Inzome Taxes Pagabh:
Corrunt portion of jong-rene debr-
Lins of Eecdir
Cazrent s tien of capital hease vbbigatons

V'otai curzent liakilities
LONG-TERM DEBT - LESS CURRENT PORTION

CAPITAL LEASE OBLIGATIONS - LESS
CURRENT FORTION

DEFERRED INCOME TAXES
DEFERRED REVENUE
OTIIER FIABILITTES
7V otal Gabiitien
COMMITMENTS AND CONTINGENCIES

STOCKMOLDERS' EQUITY

Sevies A Convartible Peeferred Stock, 3340 par valun, noibrorvized
399 807 sharey, issuped and ousrtandiang O and 19RB07 a8 of
December 31, 2005 and 2084, cuipeegvely

Seres B Corvertible Pvaforved Stuck, 50.01 par v2lie, mihadised
W 028 shares, issucd and nutstaodiog 0 aied 39028 as of
Preremshes 31, 2005 and 2004, respot vl

Comnsmm siock, $0.01 par vabic, authordzed 5000000 ainl

15,000,000 sharer a5 of Deconbes 31, 205 and 200, ecspectivdy,

wsued and onrscancling 08950 und " A29,64 as 1
Dievenbee 31, 2063 und 2004, rcspostively
Commaon sruck A, 0.0 par vahure, neud eied 2.812 580 shaees,
tmsuicd and sutstanding 1290844 us of Deceraber 3, 00
Comnten siock B $001 par value, suthonzed 318:4 Y7 shaves,
ixued and oorseading 792,951 ak of Decembrey 3, 05
Addetional paid-in cxpital
Acsmnulated Sefeir

Tutal swsehieolfders eyuiry

TOTAL LIARILITIES AND
STOCEKHOLDERS EQUITY

L
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005 204
(Rcarated)

3,658,430 s 3R73 528
5,621,488 6,701, V85"
1,562,033 2163 R57
206,593 -
2,234,576 EEALY
4,362,000 -
1,106,208 336,563
18,751,418 14333423
41,864,768 22,390,625
2,763,763 2.076,498
13,160,650 14,360,602
6,957,493 4,456,741
1,580,697 1,719,474
91,10%,236 4,349 373
- 26,300,000

. 23100

F) 14,285
12,986 .

860 -
09,314,687 105,535,256
{103,133,544) {199,422 768)
£3,797,487) 26,600,534
W7 5I0264 3 50349907
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Potus Brands Inc. and Subsidiarics

CONSOLIDATED STATEMENTS OF OPERATIONS

REVENUES

k
' .\¥1io}esu1é reveriues
' Ressil revenues

|

. Total revenues
t

COSTS AND EXPENSES
Cont of producrs sold

. Sr'ning, peneral and adeministeatize’

expeases o
Deprecintion and smortization
Special charges

Total enste ang expensys

Operating camings (loss)

" Interest expense
Onhey income:

Earnings {loss) before piavision

for incomi: taxes

INCOME TAX (EXPENSE) BENEFIT

NET LARNINGS (LOSS)

Yeais ended December 31,

2005 2004 2003

{Restated) P '
§ 6L26DSR4  § 36867111 § 51,865,502
52182497 34,525,575 { 2’5,153,!3(5‘? :
, : ‘
|
113,443,381 V1292716 | w;o,«::tg_arL) |
I
46,618,818 44,108,591 40,612524 |
|
42,475,487 37,608,089 _ 28,261,36;} |
5.453,670- 3,308,382 5431143
2,254,609 1,830,100 3,169,275 |

Il

101,802,584 88,864,371 TTAT4 4 ‘[
13,640,797 2,325,345 {429,53‘4; :
|
{4,021,595) 1,474,690} (1,600,423)
70,200 138.273 (15,607
., B
Lo : o |
7,689,402 1,187,928 (2,1ﬂti;p5l]) |
|
(1,800,121} 3,206,179 (E0,000)
|
§ 5889281  § 43041107 (2. 144:650) |

‘111:1’: ACCOMPARYING notes are an inwgral part of these consolidated financial statenents.
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Carveh

Foons Rrands Inc:. mi:is‘SuBﬁid'ihri_es'

CONSOLIDATED STATEMENTS OF CASKH FLOWS

. Years ended Deecmber 31,
| 2005 2004 L 203
{Resvared) !
Operating activities: }
Mt eammings (los) 5 888 3 20007 § G650
r Adjustmenta 1o reconicile »mt en: zmg-i a‘!.m’; 0 oet, :
« ,m!; llltivM Toy v:mm;r demince

. -Ut.pz‘eﬂﬁt:nn snd ﬂmf‘!fl,?.su{‘wn 5433670 9,308,532 431,540

' Deferd income b 1,146,875 :3,305 o '

5 Nwwh pottion of fpecial charges « - 52,274
Lok on dixprnis! 1af Fipsipment 93,344 . (3187
I’ruv:s.nm for lipssiés :m ‘rercivables - 255,400 M‘Stl:zi
"lix benefit from stock Oprinn oxése 130,531
(.!3; NEs 1S pypetiting assves and Jiat fiticw ‘

fvounts roveiveble 85, 505 {2.591,826) ‘ [3304,075)
trm ke, propaid expendts AA othier axiats 226,380 (LAYOT1S | {2,246, 21
Acciunta payable, seessed expenes and othr {1,295,600) 1,454,580 {504,8: !“h
Vieferred sevenug {2,169,248) 3,607,344 1041 m
Custonter s other denosis {501,824} 254 ! 451 ,Am
loeome texrs puyable 206,593 (tansan (24,708
hee bonpeterm lahulerieg (138,820 Ba 15 {895 4168)
| "N sk provided by uperating servities 11,168,803 nge33ng 4¥1,00%
Investing activities:

peguaition uf Busines ossets £1,400,000) (21000000 .

'T‘n:«.h.m of properry amd el {4,1)5,408) {SAsh N {£.001,147

teest ek venm sl 0F propery and equipmict - 6,008, E00 : A K68

' Ner eaih s i ;nwxurm i fos (5,515,565) (30,408,837, Lt IXTEYEL)

Fmancmg acrivitien:

Nu change in L of eredic 32,09

J‘a)'inmrs O eapina] lenses (i,ias,m) {1,300, 43

Paymenty an debt {25,183,281) {15,299, aw (16,191 zs?)

|‘s¢<‘..da s I»mnwmg} £2,000,00G 2% 300400 15,000,500

Fccapmlmmm and Sistabution {37,004,008)

Capirat mmbuaﬂns > 6338.4?0 ‘ -

et cash provvidiad By fused in). \ =
finsiiing dtivition” {8,39¥,92%) 12008488 . (1,190.287)
Net change in cazh sad cush equivelonts {1345,290) 235 (T
Clsh and'caah ernivateiniy 4t begisning of yeas 4567935 240388+ 7,22),058
anb andicash cquivalenty it end of year $ & ABeTS  §, 2 A3 DB |

Sa's'ppiﬂhtfn il disclosare of'c_uh flow informarion
q‘:ldh ]'-:ud for,
Tone m*

g ﬁmt tages,

hummh Hanfactions:
1
| L qm:sl Lewse ¢ ubh;-rr'n-ﬂ

3 slm S06

§ 153145
=i

4 256,324 3 ‘

3 2052 640

5 824 UsG

1
|

|
S e 672120
88,168 |

Yi

5

T;hc BcEompanying nates are an intcral part of these consolidated financial statements,
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Focus Brands Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STA'TEMENTS

Decembcr 31, 2005 aad 2004

NOTL A - SUMMARY OF SIGNIFICAN'T ACCOUNTING POLICIES

. Omganization

Forns Brands Tne. is the franchiser and operator of over 1,200 ice cream stores, bakeriey, and cafes in ﬂic
United Stales, the District of Columbia, Pucsto Rico, and 37 forcign countrics under the brand naises
Carvel®, Cinnahon®, sn.d the fmm:hxsc: of Seartde’s Best Colfec® in Hawad, on military bazses and
ey unnalhr Foens Brminds e’y business activity constsls of franchise Ueensing, servicing amd Arranging
for supplies for Carvel xetail ice crean: stores and food scrvice operafinns and selling, on a whnleaale basxs

various ite crexm products throngh-othes retailers, mainly supermarkets

2. Basis of Presentation

The consolidated fnancial statcments incinde the 2covunts of Foouss Brands Toc. snd its whally—awued
subsidiacics, Carvel Corparanion and Cinnabun Iatcrmational, Ing, Ag:.lﬁz;.mt intercompany accounts and
wansaclions have been ehrizated in consolidation.

The preparation of financial staerhents in conlormity wirk 2ccounting pnwplcx gmn.div scceplud in the
Unuted Staes of America reovires mariygement 1o make estimstes and assumplions that aflect the repored
amounts of assers and liabilities, disdosure of conungens asscts and Cabilites at thé date of the financial
staternents and the sepotted wmounts of revenucs and expenacs duning the seporting pernd. Actual zesults

could differ from thuse cstinares.

3. Cuwhand Cash Baulvalemy

The Company considers all short-teem liguid Investmenes with an oiiginal matusiry of theee tonths ar lass
when purchased to he. cash cqunm.ienh-

3. Resuicgd Cash

The Conipasly has a Refurbishment Savings Trogram that allows a franchisee to estabish 2 per gallon
sutchatge on mix purchases that s sepregared from operating cash and depmxwd nto-an m'cresl bearing.
esarow. account to. fund futire remodeling cost of the franchisee store. Aay Funds Teft aver: ate. esther
remitnéd op credited againstthe franchisees accounts recevable account..

Accounts Reccivable and Allowance for Doubtful Accounis

Aeconnts recelvable are romarily due from Rornsed dealers and su]wma"kets whose operations wv!
pzunm!} located in the United Sties.  Aceounts receivable are reffecred in the au:on'panvmg ﬂnmu.la.l
statements’ at cost, which approximares faie value because of theer shon tenm maririties. Fhe Compa'm
derermines the. allowance for donhefal sccounts based upon a. specific review of omstmdmg €ustomer
balances and a gencral reserve based 62 the aging of customer scoouats and write-off history.

4]

B
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| Focus Branids Inc:and Subsidiadies
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

December 33, 2005 and 2004

llmms A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continulid .
6 lovemodes I

|
1

. . o . e . ™ - [ O |
- lowentorics are srared ar the lowes of staadand cost ar marker. Cose. s determined usiny the firg: L/ fu
+ out (FIFO). method.

I
|
1. Rropeny, Equipment and Lessehold tmprovements | |

Propesty, equipmsint and leasehold improvements are recorded st cost.
- depreciation of fumiture, fixrurcs,

The Com‘pi;ny . pmvidc_s! Fz!n
machinery and cquipmen: using the straight fine meihod. ‘Leasehold
. tmprsvements see amorbzed on 2 srraight-dme basis over their estimared wseful fife, not ui uxerest the ﬁ:x#u

of the related lesacn. The Tompany tecords inpairment losses on propetty, vqupment and leasehold
improvements, when events and arcumstances indicare that the asscrs misht be tipaired und| -
undiscounted cnsh fows estimared 10 be grnesated by those asscts are less than the carying smewnrs th‘
those. assets, No uppastnent losses were secowded (or properey, equipmen: sud keaschod improvemen s
during the veats ended Decorsber 31, 2005, 2004 and 20m '

|
‘8. lotangible Assess i
Antangible asscts consist of rrade nawies, goodwill and supermacker rovtes. Trade mames aiid goodwill \\rcxé:
immomzed using the steaightline method over 4 period of 40 yeary theough December 31, 2001, The
Curpany adopted Statement of Finaneaf Accounting Standand VRFASYY Neo. 142, Cryadduild aond i::‘:f-m;v
Ankangible Aserts, cffective Jasuary 1, 2002 and amociization of trade names aud godwill erased. Effecove
,}nnu’ary 1, 2002, trade names and poodwill are subjeer 1o anntal bmpaisnent reviews arid, 1f condil.iEn&

Iwarj:aqq interm reviews-using u [air valoe based rese Auvpeal impainn‘cn; tests during ihc years ended
Drceermber 31, 2005, 2004 and 2003, indicated no impairment of trade aanes and goodwill. Snpesiuar 2t
touty fights are amoreded vver spproximalcly five years.

|
9, Ouber Aisers i

Prepaid expenses consist of insurance, adverlsing and eenain odhex nuscellancous opetatisy exponses that
will, be charped 16 operations in the fullowing fiveal year. Other ussets primacly Consist of depotits, from
+én¢,lo£_s nqd ‘dn{rzr:d(_ﬁ;mm_eiﬁwm 'l'hc'(':ompany amottizes defesred fmmng cOsty oy the rerm oF the|
{t‘,l.iﬁ:fﬂﬂﬁb! agrcemients. Fur the years ended December 31, 2005, 2004,

of }3}‘3’;_5;5?8; $507,560! and $45:,124 sre included
decompanying:consalidited stateinenis of operstions.

and 2003, amortization cxpentes
in depreciation apd amorazation i:"cpgus’e-'s in. the

1

¢eitﬁi1j?ﬂﬁ4 and 2003 Amaiunts have been reclassitied to conforay 1o the 2005 presentation.

i

|

i

|

i

|

|

[

|

|

|

i

|
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Focus Brands Inc. and Subsidiaries.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

December 31, 2005 and 2004

“NOTE A - SUMMARY.OF SIGNIFTICANT ACCOUNTING POLICIES - Continucd

Carvel-UF(

1. Revenue Recognition

Reventcs arising from the sale of ice cream mix producrs are recogpized st the time of shipment. w
Feanchisees by the Lompany"s distibutor. Royslties are tcmng,ed sing the aecenal method, Recopnifion
of ‘initial francliise fee reveuues occwy when all niietal yendees orconditions relating to 2 new beensé’
agreement have been subsantially pesformed or satisfied by the Company. lrttial franchise feés e
tecorded as deferred until such tme  Supermarket revenives ate recoguized when the gouds arc detivered.

12 Adveriitiog

Advertising cosrs are. expensed as incutted aod charged agamst 2 separate ’\c}ve'hsmg Fund account that is
funded by franchisee contribuuons for costs relaed 10 advertising and promoting the system. Tétal
advertising expense was $6,691,600, 4, 946,201 and $4,437,722 for 2005, 2004, and 2003 respectively.

13,  Markcting

General corpomte and bund maskering advertdsing costs arc expensed o the perod incirred.  Torml
adveclising expense was $1,762,451, $1,437.653 and 3683, 111 for 01.‘*3 2004, and 2003 respiecrively,

., Ilncome Inxes

The Company accounts for incame faxes using the asser and Jabibty method in aweordance with Sarcment
of Financial Aceounting Standards No. 109 ("SVFAS 109”), Awounting for Income Taxer, Under the asset and
lisbility method, deferred ncome taxes are recupnized for dhe 1ax consequences of “iemponcy diffesences”
by app[’ymg enaued SLATULOIY C1X fates” Wiamh’lt to furure years to diffezences between the financial
ATaTemIENt catrying amouets and the tax bascs of existing assets snd labilities. A valustion-alowance iy
nrovided for deferred rax assers when iris more likely than not that the assers will nor he realized,

15.  lnsucanck Rescrves

Fifective December 1, 2000, the Company began scif-insuring : through retentions-or deductibles for the
wmajority of its wotkers’ cumimrualwu snd ayromohile insurance programs: Self- wsursnce amonntsvary
up 1o $250,00¢ per-breunmence.: Insusance with ihird paries is in place for chims in cxcess of these self-
insured amounts. The (‘nmpan} ‘s tiability for estimated incurred lossés is determined hased on past claims
experience and ip reeorded i thé accompanymg consolidated finsncial starements on an undiscousited
basis. As of December 31, 2005 and 2004, the reserve for self-inmnance was $1,991,312 and $2.036,148;

eespectively,

i1
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Fociis Brands Inc. and Subsidiaties

December 31, 2005 and. 2003

| NOTE A - SUMMARY OF SIGNTFICANT ACCOUNTING POLICIES ~ Cnarinue }

|
|
|
i
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTHIUED. |
|
|
|
|

The Company ‘accounts for stock-hased compensation fbr.‘emplnyccs under Accountin I;Ptj_ucip],c{i .Brar?
i

Opinitn No. 25, Acvvamting for Stsck Toned &5 Empisgiir, and the relted interprerations,

Had ccimp;nsa;tinn cost for the Company’s Incentive Stock Plan {see Note KY been deterinined consislent
with SEAS No.. 123, Avvwting for Stack-Bused Compensation, wehich measures compensation cost hased on frh:.ﬂ;!
fair value of the'awasd at the grant date, the Company’s net earniags (Joss) for the years ef’nd{tt{ December
31, 2003, 2004 and 2003, wonld have been subsrantially

the same a5 the amonns reported it the Stazements
nf Operatons ueing the Tack Scholes oprien priciog model, . |

| 1. Recent Accounting Prononncements o !
mpensaion aid Liicksre i,
wainting for Stick-Rased Compensition, which was isqued in Ocraber,
1995, This Statement amends the disclosure requirements of SFAS No. 123 to require r’,;;nrt: pmmnhaenli
disclosites m both anmal and interim financial stitements whout the mechod

of accounting for stock-bascd!
employée compensation aod the effcer of the method-used on reported results, SFAS 123 s amended byl
'SFAS 148, allonws Companics 't continue to follow the present provisiuns of APB 25, b}'j:l, requires pro- |
forma disclosuzes of net carnings as if e Company had adopted the provisions of SFAS 123,

Iz Decernber 2002, the FASB issucd SFAS No, 148, Accounding for Stock-Betsed Co
anicstdment of FASB Stutensent No. 123, 4

12 |
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Focus Brands Ioe, and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

December 31, 2085 and 2004

NOTE A . SUMMARY OF SIGNTFICANT ACCOUNTING POLICIES - Continued

In January 2003, the Financial Acéouniing Standards Board (FASB) issucd Intetpretation 46, Conzolidation of
Variable Inting Lintisks. In Dectanber 2003, the FASB issued 2 revision to dhe FIN4G referred to as
Inte:pﬂ:uuon No. 46(R). The inserpresation addsesses eonsolidarinn by business enterpiises of vigable
intrrear entities which have ooe or both of the following charactenstes:

1) The equily investment at risk 18 nor sufficient t permit the eptity to finance its activities. withost.
additional snhordinated financial support fom-other pucGes, which is provided rhrough othe:
interests thae will absoth some of all of thie expocied lossis of the entisy,

2 The cquity investors lack one or monc of the fellowring essential clmetenstics. of & controlling
finanicial mteresr:
2)  'The direct or mdwect ability 10 make decmsions abour the entity’s activines through
~voting rights vl similar rights.
b)  The ohipation 10 absorh the expected losses of the entty H they oconr, which makes i
possibie for he enney to fnance its activides,

e} The nght o receive the exproted residuzl remuens of the eanry if they occur, which s the
compensation for the risk of ahsorbing the expected Josses.

The adupton of FIN4S and FIN46(R) did not have « sigaificant affect on the company’™s financial position
or results of aperarian.

I December 2004 the FASB issncd revised SFAS No. 123 (8FAS No. 123(R)), Shers-Based Payment, It
requites, all entitics 1o recopnize the Fair value of share-based paymenr awards (stock copensation)
chassified in equiry, wnless they are nasble o reasonably catimate the fair value of dre awwedi  The
provisions of this new. pronouncerment aze not effeciive for the Company undl the fiscal year ending
December 31,2006,

NOTE B - RESTATEMENT

In conncction with the recapitalizaton and sharc :cpumh:sc in 2005, the Company’s management reviewed
iransaction coste 25so0ciated with the 2004 refinanong and irs purchﬂse of Cinnabon and determined an-error
was made in the allocation of transaction coste that affected the purchase price: allocation. The error was. the
tesult of cerain transactinn ensrs thar weze accoumted for as deferred finance ¢osts. These statements reflect a
Ic:’alalmm:ntnf 2004 to cffect the cotect allocstion of these costs to the purchase price,

13
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“Focus Brands Inc. and Subsidiatics

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINURD

Decémber 31, 2005 and 2004

1he effcet of this restatemedt on the 2004 fiuancial statements is as follows:

Bilance Sheat
h
“Total conrent sssets
Tatal pon-current assets

Toral nssets
‘j*f'mal'cixxcm labilities
Tonal long term babitives
Total stockhoiders' equiry {ceficit)

"Lotal liahilities snd stockbolders
equily (deficit)

Statement of Eaenings
Net sales -
Cost of gonds sokd.

Gross-proific

1

Tatal operating expinscs
Farhings from operations

Interest expense:
Oiber income; ner

Farang before provision for income takés.

Income wx benetit-

Net caniings:

rvel-UFOC-040106-v1

|
|
\
|
|
|
Restaged
\

As ‘Effect |
Otiginally ot i‘is
Repurted _ kegm&‘mi:ni.’;_‘-
| .
§ 229720663 $ : § 20972,603
66,450,896 926,348 67,377,244
B_B0423550 8 076348 § 90349907

§ 23692174 %

§ 23, 92,174

R
39,383,955 1,293,204 40,857,199
26317430 (346,306 26,000,534
f |
$..80423550 B 026348 § 90349007
- 2~ o A |
As FEifect ‘ i
Originally nf ‘ Ar
Reported Restatement| Reotated

il

591392716 % I BT
44,108,501 ) 4, 100551
47284125 S a2z
44 A0R 284 346,896, 44,755,780

2575241 346,806 2,528,345
{1 478,690 . ¢ |{1,4_?B,:690}

138273 . - 138273
1,534,824 - (187,028
3,206,179 % 3,206,179

$ A0 5 5u6Eo6
" 1‘
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Focus Brands Inc, and Subsidiarics
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

December. 31,-2005 and 2004

NOTE C - FINANCIAL INSTRUMENTS AND CONCENTRATIONS

Finaacial instruments. that poteatially subject. the: Company (b_significant concentretions of ‘credit sk
conrist principally of cash and cash squivaleirs and trade, Acmnntx reeaivalile..

The Comjvany maintains cash aud cash equivalents with various financal jestications and pesforms pedodic
cvalustions of the relative credi standing ol those financial instiations.

Accounis secetvable are primarily’ due from’ licensed dealecs, franchisees and ‘superinarkets whose
openations ate primadly located in the United Stafes. The (.ompam' maiztains 2 alownnce fo: doubttul
accounts based upon the expected collectibilisy oF the reccivables,

No customer accounted for more than 10% o sales for 2005-and 2004,

NOTE D - BUSINESS ACQUISTTIONS AND DISPOSITIONS

(n November 4, 2004, Focus Rrands Inc porchased all of the issued and ountstanding capital swxh of
Cinpabon Imernational, Inc. for approximarely $21 million dollars. Focus Brands Ine financed che stock
purchase from rhe wﬁnnnr:ng i sts term doan sl rhrough addificnal paid in eapital. This acquisition has
aeen acenanted for nking the purchsse methor of ateonnting w seenrdance with SPAS No. 101, Basiness
Combinatipns. The negative goodwill creuted by this purchase reduced the value of cenain son-vusrent
assers. The sesults of opeaations ol Lhe a;qmm. Lusinsses have been inchaded i the acenmpanying
statgments of operations since the date of acquisition, A summary of rhe fair marker value of assers
scquired and lishilities assumed is as follows:

Curreny agtets . $ 1,267,403
Property, plant and dquipment 4 1)34 A18
Cthée 25,450,750

‘T'oral assera 33,742,581
Cuscent linbilives 3 3,734 418
Long-term liabilities 8,424,998
Stochhiolders™ equity 21,58.5 165

Tota} linbilities and scockholders’ equity 3 33.942.58)

Lifféctive November 22, 2004, Fotus Brinds Ine. sold all of its company npéradons. felited ta Cinnabon
Iniernational, Inc. 1o Cinnaworks, LLCfor 2 purchase price 'of 38,250,006, ‘The putchase price consisted of
$6,000,000. in' eash, which was used to pay down both Teifs. Lotis A and 1, as well 2s 2 promissory nete
“dtating $2,250,000. This promissory note has beer paid i f0ll as Of January. 2006.

i

1
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NOTE D ~ BUSINESS ACQUISITIONS AND DISPOSITIONS - Continied

- $1,400,000. These superrmarket route dghts arebeing smortized over the life ul the origianl {ranchise term
' plus)dny temiining eencival presiend, !

|

3 o |
Foeus Brands [nc. and Subsidiaries : :
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED | |
' i

December 31,2005 and 2004

In-conjunctioa with the sale, Ginnahon International, Lnc, tiansferred Jong-tetin asscts totaling $3,80 9,428,
a Hanvlity related to ae obligation fo Cocs-Cola of $84,941, as will as pranted ‘Toyalry r»‘i lief for a period of

rh\rc'{: yeaes totaling §4,525,513, | !
|

. e . e . ¢ . . . ‘i i I -
During. 2005, the Company pchnsed rights. of cezeam [ranchisees 10 provide Carvel praducts i the
franchisees” distebutibe area to supermarkets, club stores, and other retail locations tor nppm_m;:m%elg
t

NOTE E ~PROPERTY, LQUIPMENT AND LEASEHOLDING TMPROVEMENTS

I
|
I
. !
Progierly, equipiuent: and Teareheld improvemteats at December 31, 2005 and; 2004 ari: comprired _Lt' the

- following: |
|
|

2005 | 2004 |

. Lo |
Muchinery and equipmens 1 24,880,7M1 s 2seTilts
Leaschold wnpravements 3,015,955 | 51%,5'&1
Pueniture snd fixrures 502,962 | €65,858

' ' ' ' L
28,419,618 E‘D,ISF,SSE
Lnt:‘SS sceumuluted depreciation and amartizarion {15,451,893) i 17,182,363

el-UFOC-040106-v1

« ok bz
13 125‘96?!?25" 5 lli*a?b!w:.

|
NOTE F - INTANGIBLE ASSETS |
|

lhm{gjblc-‘usets 21 Decernber 31:: 2003 and 2004 re comprised of the fullowing

: 2005 , 2004,

. i
:!'mﬁg naes Y 46354414 ' § 4?5,45+ﬁ,*5 9
Goodwi] 7,283,327 7,293 327
Supermarket toites 1,400,000 B
‘. 55,047,741 | STTATRIG
\ ‘W??Mf’cmn“’ﬂ%dq’“@d?a@i‘} (120,225) l i

$ 54*927’51&.'5 § 52751816

16
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Focus Brands Inc. and Subsidiaries
NOTES 'O CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

December 31, 2005 and 2004

NOTE G -RECAPITALIZATION AND STOCKHOLDERS' EQUITY

Thwring 2005, the Company completed 4 recapitalization and share repuuchasé. Based on'the tesens of (he
recapitlization and shaze repurchase, common. shazelbolders réceived 2 distabution uf ¥8) 02 per share and
Series A and B holders received » distribubios of $56.16° pet share, In.conjunction with the mcapnmlmnnn
and share fepurchase, prcfcrrcd sharcholders converred their prefesred shires into cammon A and
common B shares, respeetivedy.

Terms of the common A, common B dnd comman shares arc.as fnllows:

a.  Voring—{Common A shdreholdets vote at a rate of 10 vores for each shate of common
A steek, Uommon 13 shareholders do not voue uicrpt whun. su permitted to vote, in
which cuse common B shareholders vote at o matc of onc vote for each share of
comsenn B wtock, Common sharcholders viste ar o rare f)i’ ane vote: for each shaze of

- commaon stock,

b, Dividerds - "Ihe Company is vot required o pay dividends at dny time. However,
shoultl there be a dividend, the bolders af common A, common B and common stock
shall be entitled to reeeive dividenils in an equal amouat per shaze.

¢ Redempnon—No redemprion privileges exist.

d. Treemprive Rights—Common A, common B and counson  siockhalders have
preemplive rights on the fssuance of new scourites,

e.  Liguidaton—Al distidutions of assers upon liquiditioe shall be made 1o the holders of
commaon A, commen J3 and common stock on 1 pro eats basis.

NOTE N = LONG-TERM DEBT

Long-team debt v Decémber 31, 2005 aind 2004 convists of the fnllowing:

2005 2004
Meml Lynch Term Loan A $ 12,458,058 £ 16,941,000
Merzit) Lynch Verm Loam B 27,832,262 12,315,133
Mgt Lynch Term Lpan € 9,808,524 -
50,098,544 2250023
Less curzent portion {2,234,576) (959,500

$ 47864268  § 22300475

17
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NOTE H - LONG-TERM DENBT - Continued

- Tis July of 2005, the ‘Comipany anended: and restited the Old Credit Facility. “The a;x;iguded_utzai Léstated
Afriiraent provides {or 39 fuilion of tévolving ciedit lodtis, less' outstanding loters nf citdit not to :Jiw;::f‘:ed
3.9 million, and three teon loans totiing 352 million. As of Deceriber 31, 2005, 31.8 thillion of letters of-

Focug Btands Inc. and Subsidiaries | !
’ |
© NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONLINUED i

December 31,2005 and 2004

credit weve oursranding, $2.8 million was available for bonwwings o the iwolvmgj;czcdit Faciliy dnd

- 1,362,090 were outstanding om the revolving eredil (acility, The: terar loans are pivable in q\.xémériy

’ .§69,930 tq4$3',321;69'(‘.) for "I"cmi{,i.miia‘ﬁ and Ferm Loun C paynbleon thc Term B Marriry Pate,

isistallments {rom December 31, 2005 to July, 2012, tanging from $397.598 to §878.028for Teom: Lu'mlﬁ,

_ ‘ |
- Outstanding borrowings on the Term Loan A bear interest at the LIBOR rwie plus 3.50% (“LIBOR Rate

t

Luanss”) and ie payable quarterde. Oursranding hoerowings on the Teem Loan B bear i st ut the .I.i]&f::}l%.

- rate plus 4.00% {TIBOR Rate Loans™) and 15 payable quenterly. Qurstanding horrodings on the Term

i Loan € bhear interest. ar the LIBOR rate plus 6.25% (“LIBOR Rate Loaas™) and is pa}jab&e quaxmd}lﬁ, lAT

December 31, 2005, LIBOR waz 4. 18%.

. e New Credit Vacility recuites the Corepany to comply wirh 2eetain fimancial covensnts inel idinge

muintiining & minimum EBITDA whount and. interest coverage ratin limits, eapital expendmnires) and

inchides 2 fixed charge coverape ratio and toral debr 1o EBITDA rativ, us defined. Ay of Decemier 3,

' The I;\h:w Cradie Facility is kocurcd by substantially 2] of the asseis of ihe Company.

! The annusf prncipal puyrnent tequitements for long:terns debt as of December 31, 2004 :;wc as follows l

FOC-040106-v1

| A5, the Company was iz complisnce with all covenants nrder thee News Crodit F:sr.éli:y],. The New Gredt

Facility provides for mandatory prepavments based on excess cash flow, g deficed  No mandargry
prepayments were due as of December 3), 2005, Optional prepuysieis uy be madewithou jeualties,
i g I

2006 S 2,234576
20007 ' 2,764,106
2008 3,195,437
09 3,626,168
2010. 3‘,539,2!“%
‘Thereafter 29,738,461

1

i

] i
850,098,944

I8
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Focus Brands Inc. and Subsidiarics
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS ~CONTINUED

December 34, 2005 and 2004

NOTE I . CAPITAL 1LEASE.ORILIGATIONS

The. Company leases vehicles snd equipment undee fong-term capital lease arrangements.  Properry and
_equipment nchades the following amounts for assets undeg capital lease at December 31, 20035 and 2004

2005 . 2004
Equipment § I 77356
Yehiclea 7,422,800 6,279,746

7,594,822 6,357,112
Less accumulated depreciaton ¢3,670,908) 3,384,275
Tratad 3 3;9’23!'91& g TOTI AT

Futute minitnum payments for g3 putat lease oblipanons were as followes at December 31, 2005:

2006 $ 1,496,731
2007 901,594
2008 769,709
200 647,512
Thereafter 549179
‘Total futute minnwm payments 4,985,507
Less amount representing inderast : ’ {1,115,536)
Pregent value of net minimam lease paymenta 3,869,971
Less cutrent portion {1,306,208)
Cipiral I¢ase obligations, less current portion § 2,763,763
‘19
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINURD

Focus Brands Inc. and Subsidiaries.

December 31, 2005 and 2004

NOTE | - OPERATING LIZASES

Certan Company Huildings arc Jeased and, in some cases, sublessed under poncancelabile operating leases,
certaies of which are subject ro renewsls, expiring in various years (hrough 2013, !

The Company has entered nlo certain opetating leases for stoee sires under whsch it pays reat 'r'n: of
Diecember 31, 2005, Cinoabion Diterngtional, Inc. had westructured and assrgncd all bt 14 of their npcfanng
leascs Altbough the habilitires and nbl:gaunns of such rases have been fully a}smu:d by Cmnabon
f:xm,}ubuc 5, Cmaabon, {ug., rerains secondadly liable vader e assigned leascs. bsokzsc armng'umms
lerie 1o future rmtal

afk secused for e remaining 1 sites which will prodice sublease income equiry

payments.

!

Future minmom payments by vear, and s the agpregate, under noncancelable. npcza ang lcases wath ;mnal
nf remaining terms in exeess of one year at December 31, 2005 ace as folows;

1

2006
206017
Y
2009
2010
Thesenfter

Toral forure minimum paymeats

Less minimum future rentals seceivsble

undce sublecascs

Rent Enpense
‘Kublease renstal income

i
Primarily Secondarily |
Liable Liable Totsl
L R B0 xR I 1 BT § 7,236,520
916,907 8575544 6,492,451
690,939 4,182,976 4873|915
IR2 369 3,626,730 4,009,119
110,083 2630,734 2,800[817
152,925 2523013 " 2,676/038
3,352,501 24736,368 28,088/669
‘ |
(79.897) (721807)
! ;
3 3,272.604 3 247363568 ¥ 28,008,972
Rénml{eipjeﬂse for operzting leases for the Feats ended December 31, 2005, 2004 and ?{Iﬂ?} consisied of
, A ||
2005 2004 2003
L ) \ [
$ 788933 3 2H1IE0T 8 |32,
(6,004,429 (1288119 {Itlﬁ 621)
]
} 1835404 % . 1,553,43.3_': i i25 573

Carvel-UFUu-Uauivo-vi

il

UFOC Page 67

V7




Focus Brands Inc. and Subsidiaties
NOTRS TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINTIED

December 31, 2005 and 2004

NOTE K -$TOCK COMPENSATION

fn. March 2002, the Company e tablished the Casvel Holding Coarition 2002 Incentive Stock Plan {thc
"Plan™ in order to atrract and retain key persons {including employces, noiemployée consultants,.
custamers and suppliers) and directors, provide an addidonal inceitive 19 each key person or director to
work w increase e valoe of the Company’s common stock and provide each key person or dirvelor wiib »
suake in the future of the Cowmpaiy that cosresponds to-the stake of each of the Company’s stockbolders,
The Dlan authotizes the granding of uptions to purchdse comion. stock of the Lompany, stock
appieciation tights and stock prants. “The Plan i administered by 2 commitiee (the “Commuttee™, The.
Comittee has the authogity 15 detenmineg the amount of oprons granted ro.any individual and the dates on
which cach option will becume vxsrcisable subject to certain limitavions iti the Plan. The exercise price of
all antions ks deteemined hy the Committee but shall be at lesst 100% of the sotannied fuir nuirket vilue of,
the undeslying common stock at the time of the grane however, provided thac if the option is grasted to a
key pozson who is 8 ten percent shareholder, as defined, the aption price shall he ne lesd rhan 110%, of rhe
fair market vahue of dhe undetlying conunon stock a1 theune of die grant.

During the years ended Decomber 3, 2003 and 2004, the Company priuted opuons o puschase an
apgregete of 107,285 and 11,780 shares of commun stack, respecrvely, 0 emplayees of the Cotmpany at
excrcise pricee rangiog from §9.42 10 $15.17 per share. The oplion vesting pesiods zange {tom wnnediate
vesting to-a five.year vesting parind, with a xeparare vesting schudule in the everl of 2 change i aomteel, as
defined. The options expic 10 years from the date of grmat. Doring the year ended December 31, 2005,
thute were i opliony cancellec, Ay of Decembier 3, 2005 und 2004, thewe weie 188,732 and 471,22
optiany oulzlanding, respectively,

Weighted

Average

‘Number of Excrcise

Shurey Price

Outstanding 4t Decermnber 26, 203 & 20447 % 1547

Ciranted 41,280 -
Ostanding at December 23, 2004 471,227 15.17
Granicd 107,245 .80

Hxercised (A9, 780} . .

()umzandi;ag at Vecember M), 2005 g '483!'73i _ i 1473
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Tociis Brands Fic. and Siibsidiarics
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

December'31, 2005 and 2004,

NOTEL ~ EMPLOYEE BENEFITS. | |

3

. Thc Compiny sponsors an emplayee 401(k) plan (the “Plan’). Participation.in the Pla
service is vailable; to substantially all salaned empliyees. and o ceetain gronps - af houdy emb!::lyc:s.
Compang coniribiitions to the Tlad are Lased un a pocentape of the employee contiibutions, Einployer
contubutions wh the Plan were $226,433; $248,493 and §243,0000- for vhe years ended Decembier 3 » 2005,

|

. i
g(l after six months of

‘2004 and 2003,

 NOTE M~ INCOME TAXES

Cotmponents of the provising for ineome raxes ale as Tollows:

S _ 2008 2004 . ogo3l

' Current | |
Fedetn S (232,132 3 ' ' $ |+
St (361,116) : {4ni00cs

! Poreign (259,998) ! I -

: Deferred ;

' Federal (1.305,469) 2,725,661 .

, State 139,594 480,518
Vareign ' ]

|

- ’!‘* !

. it - - o i T
Incante ty (expense’ benefit 3 glaapaiiggg : S 206 l?ﬁf 0,000

I
: |
- Thu reehneili !

Reion herween the stafutory income tax mats und ihe effeerive inenenn 1 rn’l:l: 15 s tollowy: |
e |
| 2005 __2004 2003
' Statutury race M0 % 34.0 "ff.b -(,;M.ﬁ} Yo
Slate incorni tix) nee of federal rax oFecr (L3 6D {1.6)
‘Change in valvation allowande. (1L6). {247.8y KL
'Oiber differences; ner _ 22 - (13 ,2.]'!
[ftectve e sate 23 % ,gos.uyxf, 19 %
5‘ Emm

!
1
|
|
1
|
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Foeus Brands Inc. and Subsidiazies
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

December 31, 2005 and 2004

NOTE M - INCOME TAXES - Continued

Sigaificant components of the Company’s deferced tax (liabiliies} a5sets as.of December 31, 2005 and 200
are us followss:

2005 2004
Deleised 1ay linbudieres: .
Intangiblc asscis § (18,011,024) $ (18540202
Prepaid custs uod exprases (288,158) (3319,304;
Onher (22,989 (53363
Totad deforred tax Labilides (18,328,071} {IR873,RIT)
Deforred tax asscrs:
Reserves 1né allesvances: 5,087,323 f 43 247
Nt opotaring logs and rax credir carcyfornaeds - 1,492,207 15,028 749
Hramortized contract Cogts - 35,117
Deprecibly uysets 286,261 397, N
Other {4,518) 33.2%
19,861,273 22,361 028
Less valuation allowance (13,390,872) {14437, 110}
Total defacred rax zssets 6,470,401 7,013,245
Ner deferrec tax liabikiries § (BT B (10,960,607

The componcents of deferred max assets and ligbilities teported for 2004 sbove, huve been westsied to zpree
with the Company’s reallocation . of ransactions costs taar affected the puschase price allocation of the
purchase of Cinnaban w 4K,

At December 31, 2003, the Company has net operating loss Eﬂrryfﬁmll‘d‘ "NOLS‘) for federal income
tux purpenes of approximarely $33.9 million, which ¢xpire theough 2024, Daaring 2001, the Compsuy
cxpcxicuccd an "ovmership chanpe" for income rax purposes. As a result, nsage of the Company’s NOL3
incurred prior (o the ownership change is limited. Although the amouns of the nitation has not yet heen
r:uanuﬁcd usage of the $27.0 million of NOLs froin priur 1o Uit wnership change, may be substantially
limited.

Ax describied in Note A-11; SFEAS No. 109 requires management 1o evakeate the realizability of a defurned
wx assct. Management Kas recorded a deferred tax valuation allowance of $13.4 and $14.5 mifkon as of
December 31, 2005 and 2004, respectively, for deferred rax arsess for which realizaton is not likely. As s
result of SFAS No. 142, Ganduilf and Other Intangible Acset, whereby amoctization of wade wwuey has ceased
and the deferred rax hability relaced to the trade nanes will no longer réverse prior to. the expiration of the,
NOL carryforwards or be availible (o offset the reversal of other deferred 1ax assers, the Company Las
recorded a oct deferred rax Habiliny related 1o intangible assets as of Decembes 31, 2005 and 2004, with no
offset for deferred tax assets. '

23
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Focus Brands Iic. and Subsidiarica

. NOTES TO CONSOLIDATRD FINANCIAL STATEMENTS - CONTINUED:

Décember 31, 2005 and 2004.

NOTE M = INCOME TAXES'- Continued

and concluded Urat“it iv apprivariare to Zeéduce the valustion allowance

i |
Management bus evalvatied Ui rzalizability of the Company's déferred tak assets us of Ducerober 31, 2005,

D |
as of that dite beeanse it has

determined that 2 pottion of the deferied fax assets are mpfe Likely chan not 1o(be realized hased on
. forecasted earnings tind futaee taxable income,  Accordingly, the vahnrion allowanci: was reduce !;v $1.1
million.  [n assessing, the 2ate: of whith Wmporary differcaces will l’t"&’fISc:,.»nl'lﬂ‘ﬂgé%'l"lﬁt‘ll has redueed the
cffective tax rate used in detepmining the net rax labiliy. The cffcet of this PPASLERSETORIT r{'&uité‘d in 2

redurrion of inconze tax gxpense of approximately §230,000 in 2005,

' NOTE N - RELATED PARTY TRANSACTION

NOTE O - COMMITMENTS AND CONTINGENCIES

In the normal course of business, various srher legal actions and claims-are

As 2 resull of (heacquisicion of Cinnabon, the Company has spproximately §2 million of goodwill Eaai: 5
beag amosiied for tax purposer. Sieer the Company will senlize & tax beagfit from E‘;e.odwiil BV T
i on ity 2005 income tax return, 2 benefit of 5258000 was credited 1o other nnn-g(mdwl,'_lé intangibles

; allun

|
‘ |
|
|

o o B " :
The Company payx an affiliate of the mujority stuckholder an annunl mansgement lee of $675,000) The
mnagement advisury and consulting scrviess agreement expises on November 29, 2009,

. , o
pending iigaingg the Compuny.

It is the Opinion of mangagement, based on -advice of counsel, ‘that the ultinste’ resolition of these

| conrinpeneies, oo the extent not pt_wiuuéiy provided for, wnll not have o nuat
. toancrl condivon, sesults of apeeations or lgudity of the Compuny,
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Fucus Brands Inc. and Subsidiaries
NOTES TO CONSOLIDATID FINANCIAL STATEMENTS - CONTINUED

December 31, 2005 and 2004

NOTE P - SPECIAL CHARGES

Special charges inchude annml ranagement fees and. fot the years ended December 31, 2005, 2004 and
2003, the Company incurred the followiap special chacge related to the November 2004 Recapitalization

Leansacton:
2005 2004 2503
Restrucizring costs f 133,271 % 484,002 i i'.4'44.599
Litigatiom cosis 6,676 279190 383,802
Symrems conversion - . 641,927
Systeras integrat:cn 625,607 - -
Management fee 75,000 675,000 (¥4}
Orher 814,055 400917 23,847

5 228604 § 1830005 3169273
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Grant Thornton %

Accountants and Busineas Advisors

Report of In ndcat ified Public’ tants

Boant of Directors
Focos Brands Joc. and Subsidianes

Our audit was conducted for the purpnse of forming an vpmion on the hasic Financial starements. ken us a
who'e of Focos Brands Inc. and Subsidiaties as af and for the vesr ended December 33, 2003, which arc
presected in the preeading section of this repote. The accampanying supplenwentary consolidating balanee
sheet ond statement of operations s presented for purposes of addinanal analpais and is not & reguired part of
the basic finaacial statements. Such information has been subjected tor the udiring procedures. applicd in the
audir of die basic finaeeml staternents and, in our opinioa, is fitdy stated in all masenal respects in relatinn o

she basic Hnancial stacements aken a3 2 whole.

Mﬂmﬁuw

Atianta, Ceorgna
Vebruary 24, 2006

varqan One, Seie 300

248 Peachinee Center Avenue

Atanta, Ga 3383

T 402330200

F e 220004

‘Y waw granthermorecn

Y
Grant Thosmton LLP 27
US Momber of Grant Thomton international



Current aasets

L ash and cighs cquivalean

Hesirivjed i nsh

Net agtnunts secenvable .
Inicreompany acononts teecheable
IJ“‘L‘H‘(‘SIiEi’

Peepaid expenses and other curneit assee
MNerren reccivable

Diedenrend tax gsat

':l‘u'.‘.d cul B i
Igvesunént in subsidiary
Irercomparny

Py upcny!, eyuipiment and leaschold
impravements - agt

Trtangibh; assets

Othes arpets |

1
Total saaers
I :

Carvel-UFOC-040106-v1

‘Focus Brands Inc. and Subsidiaries

CONSOLIDATING BALANCL SHIERT

December 31, 2005
ASSKETS'

|

Focus Cinnsbon ‘

Brands _ Carvel Inteenanional . \
Inc. Caorpaeation Incorposatid _iliniviony . Consulidation

1 |

) |
3 3MEA 5 2A3TSON6 S 152971 3 -8 303zsae
489,224 - - 485,224
- 5061 611 2171736 | - ! 8,233,367
. . 3,992,936 CoA9926% -
1,556,262 - L 1,539,262
E 602,660 . - 1,6L2,660
. 1186 50 . - 1,180,500
- 36,509 1266060 - 1060

. . T |
504,853 13,282.262 7,583,226 3092939 | 17,577.002
142, THEABDY. PRI 148581528 | | -
(42,217 553). 44,212 553 <l -

f
- 11,275,460 1,692,265 ‘ . 12967725
- 572,522 25,354,994 . 54927516
_ . 203,151 - - ‘ 2037111

|
B S3417680 3 106836056 3 34630UB5 5| 152874467 | S £7.1402%4
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Focus Brands Inc. and Subsidiacies

CONSOLIDATING BALANCE SHERT - CONTINUED

December 31, 2005

LIABILITIES AND §YOCKHOLDERS RQUITY

Cuercnt liabilities
Acconnts payaile
Accoand expres encd icher Gabiliies
Lusiomner and other dr.‘hm‘xrs
InnTTompany arcants pnyuh‘jif

Tozimne T Puyable

Vurzens partiin of long-term debr

Ling of Sredi

Cunent porinn of eapink lease obligtioas

‘Lotal caerent Habilisies
Longe1tem debr- less cnrent porton

Capital Iease obligadons - leis
CorTen| pustisn

Deferred income taxey
Dcferred suvenue
Chher Bahilitus

Tonl dabiznes
Commitments and contingencicy

Swockhiolders” equity
Common sock A, $7.01 par valec, scithnnzed
160 vhares, isswed md ousstanding HKE shares
Crvrmmon stswh Q $0.8 par vatue, auﬂf,;rnzod
S0, 00 ahates, suid and autstanding $02.000
.‘i]uxl‘c‘l_: ’
Casnvnen gtvck, Sﬂ.‘]] pat value, aurondred
S 000,000 sharey, fsmued and ontsmmdhig 705,99
a5 uf 13ecembar 11, 0% ’
Comman stock A, 003 par vsha anthurized
2,512,380 shatey, limucd and outsmading 120864
x5 oof Tlecembee 31, 2H)5
Comman smock B, $04H par valoe, anelciriem]
318,437 sharos, issud snd ourstanding 79,091
o5 of Decsmber 1L 2005 h
Arhdivizeral gratd-le capital
Accinzolatind drebice

"I'nal stockholdors’ gy

Trwal linbilities and

Focus Cinnzbon
Branda Curvel interoational i
loc, Cosporation _Ingurporuied Eliminatinns Conaolidation
£ - $ AR 64 4 336,104 LSRN
- 4787519 1,333,566 - 5621485
- RGO - - 1567003
- 1582 539 - (3,092,030 -
. 6348 142582 0% 393
- 22576 - - 034,35
. 4,362,000 . 4,362,000
- 1,306,708 . 1,105,308
- 20031038 1.813,315 (1992939 18IS ALS
- 47,554,208 - 47 8625 268
. 163,763 . . “2.765,763
- #6083 577 5477033 - FEA AR
. 1,850,000 3,337,493 - 6,767.403
- LAROAAT - . 1,586,647
PLATEI4Y 15227932 3,992,933 91,108,2%
- 1 {4 -
- 5069 {30 .
1089 - - 7039
12,086 . - 129
WG - ‘ - - 00
DR Y2,366 $35,990312 13,804,567 {149,662,088) o 314,637
{685,5013 £108,632 925 5,108,48% | 1085561 (103,331,544)
98,417 KL, 2P 28] 3 13003053 {148,581 578) {A797.9R2).
SEAITAR0 5 106836056 5 M6MIOES A5254.467) 87 310254

srockholders’ cquity 4.
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*Huen |

| -
holesale revenpes
rail m\e(‘immi

ey . ]
Lozal revenaes

Costg and c?urpcns:_a

Co

L

1
S

It

SR prlndun':rs sohd

Sciling, geneet anﬂ almintsteative

ApUNSCH
mrociaton and amorizarion
izl ch:ilgn:i
!
Yozl cost an expenics

Opeeating doas) ivcome
: !
Ehest )ili.“..':!!;f

. i)
hCF ineame

ingome mxes

Incume Tast (Expense} Benefiv

Mot ;l'u:unlgl
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Facus Brands Inc..and Subsidiaries

CONSOLIDATING STATEMENT OF OPERATIONS

Harnings before provision: for”

December 31,2005
‘EO‘!‘L';IES _ ‘ Cinnabon
Brands Carvel Intemational _ 1 :
Ine. . Citporation Inentparated Flimin ations Consalidarion
i ! =
s $ 6120884 0§ -3 1 S| 61,240,884
30,844,897 21,337 650 ; 152,182,497
7 :
92,105,731 24,347.640 [13:143 381
16415818 ‘45,513,313
34374107 2,581, 2%4 - | 47 475,487
5070454 383,216 ‘ ' 5 453,670
1,667 832 646,717 . | 2,354 669
IR . ' |
8,391,357 11631227 L0102 584
|
31914374 7,726,423 11.610.707
i
£3,632,431) £363,164) . | (4,621595)
10200 . - L 70200
!
346,123 7343,250 - : 7,589,442
£98,695 25816 L - 11 80,1 21)
| [
13 . : 5 1244838 8 4644445 B y .5 Ea,m.zm
: i
|
|
|
|
i
1 |
1 |
! |
30
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GUARANTEE OF PERFORMANCE

For value received, FOCUS Brands Inc., located at 200 Clenridge Point
Parkway, Suite 200, Atianta, Georgia 30342, absolutely and unconditionally guarantees
the performance by Carvel Corporation, located at 200 Glenridge Pgint Parkway, Suite
200, Atlanta, Geargia 30342, of all of the obligations of Carvél Corporation under its
franchise registrations in those states requiring registration dated- April 1, 2006 and
subsequent years and of its Franchise Agreement(s). This Guarantee continues until all
obligations of Carvel Comoration under the franchise ragistration and franchise
agreement(s) are satisfied. FOCUS Brands Inc. is not discharged from liability if a claim
by the franchisee against Carvel Corporation remains outstanding. Notice of
acceptance is waived. Notice of default on the part of Carvel Corporation is not waived.
This Guarantee is binding or FOCUS Brands Inc. and an its suceessors and assignees.

IN WITNESS WHEREZOF., FOCUS Brands Inc. (Parent) executes this Guarantes
at Atlanta, Georgia on this &2 ~ day of March 2006.

FOCUS BRANDS IN

, 7))L
Attest: f-?é( /MJ, By: ___i)jé&f W%

Name: Kathryn Rookes, Secretary Steve Romaniello, Chief Executive Officer

UFOC-040106-v1
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CARVEL FRANCHISE AGREEMENT AND RELATED AGREEMEI':_ITS
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EXHIBIT B
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