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MASTER FR ANCHISEE AGREEMENT

!

THIS AGREEMENT ({"Agreement”) is effec:éive , . It is by and between
FIGARO'S ITALIAN PIZZA, INC. an Cregon orporatioq, with Is principal offices at 1500 Liberty Street
SE, Suite 160, Salem, Oregon, 9730? (“Figaro's”) and

)

(“Master”). ]
i !
L PREAMBLE. { i
i |

1.1 Figaro's has develofaed and cwn;s a qm.ique Systermn, as defined below. Each Figaro’s

Store is owned and o;peraled either by Figaro's, @r by its Franchisees.

[
|
1.2 Figaro's is the owner of the M rksl, together with all the goodwill connected to the Marks.
Figaro's continues tojdevelop the r\‘ﬂarks I orderfto identify for the public the source of the
products and services marketdd at Figago's Stares, and to represent the System's high
standards of products, operations, lqua!it'y appe;)'rance and service.

1.3 Itis the purpose of this Agreem
sales and operations 1repre—:'s.ent

}

@ |

2.1 Commission. Commi;ssion means -IaII suns to bg paid to Master under this Agreement as
specified in Section 5. Master will NOT receive any commission on interest income
earned by Figaro's on uncollected initial fianchise fees, transfer fees, continuing licensing

fees, or on promissory notes fragm lfranchlsees. Master will NOT receive any commission

on any Franchisee payment éther tha_ni for ifitial franchise fees, transfer fees and
continuing licensing fé;es as outl netl;! in Section 5y Master only will receive commission on

initial franchise fees, transfer fegs and coptinuing licensing fees earned and collected by
Figaro’s in cash. i

ntito defige the terms on which Master will act as Figaro's
tive within the Tetritory.

2. DEFINITIONS.

2.2 Confidential Information. Co fidéntial | nformetlion means trade secret, confidential
commercial informatidn, or any bther infmzmation knowledge, or data of Figaro’s (or any
affiliate of Figaro’s) which is not generally; known to the public. This includes, but is not
limited to, information relating to research, finagcial information, product development,
manufacturing or manufacturing pracess‘re's, recies and menus, maintenance or repair
processes, purchasing, product [or r"nateriafl costsY sales or sales strategies or prospects,
pricing or pricing strategies, advertising arjpromo 'ional programs, product information, or
mailing or customer lists or apy |intellectual pgoperty rights relating to each of the
faregoing.

|
i
2.3 Franchise. Franchise{ means tHe rights |grantediby Figaro's to develop and operate a
Store. “Figaro's Store,l “Franchisee Storsla" and “Store” means the entire retail business
enterprise that Figaro's operates}al a single location or its Franchisees are authorized fo

operate under a Francrinise Agreement at a[single [pcation.

2.4 Franchisee. Franchiselle means a person of legal lentity that operates a Store pursuant to
a Franchise Agreement. ﬁ

25 Franchise Aqreement.i Franchi‘le Agreement means the form of agreement and the
exhibits, addenda, guarantees, simd .relat? docugents, as modified from time to time,
used by Figaro's in granllting a Franchise farithe owgership and operation of a Store.

2.6 Franchise Development Marketing. Franchise Development Marketing means services
performed by Master ori behalf offFigaro’s i the T 'rritory, as defined in section 3.3.1.
‘k t
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2.7

2.8

2.9

210

212

213

2.14

Marks. “Marks" is defined in Figaro’s most current Franchise Agreement as of the date of
this Agreement, which Master has received.

Site Acquisition Services. Site Acquisition Services means services performed by Master
on behalf of Figara's, in the Territory, as defined in section 3.7.1(a)-(d).

Quality Control. Quality Control means services performed by Master on behalf of
Figaro's in the Territory, as defined in sections 3.7.1(e}-{}). This includes but is not limited
to, regular quality assurance visits to each Store, initial classroom and subsequent on-site
hands-on training of Franchisees, opening assistance and continuing support of
Franchisees. Master will provide the level of Quality Control within the Territory required
by Figaro's, Master understands that maintaining the required level of ongoing training,
quality control and field support service is crucial to the success of the System in the
Territory.

Quality Control, Site Acquisition and Training Fees. Upon Master's request, Figaro's or
another certified master franchisee designated by Figaro's may provide Quality Contral,
Site Acquisition, mystery shopper or local training services on behalf of Master. If so,
Master will pay Figaro's (or the designated master franchisee through Figaro's) for these
services. When Figaro's or a designated master franchisee provides Quality Control, Site
Acquisition, mystery shopper or local training services to a franchisee in the Territory,
Master will compensate Figaro's (or the designated master franchisee through Figaro's)
at Figaro's then current and standard rate for such assistance, training and supervision as
outlined in the Operations Manual. Figaro's may deduct this payment from Master’s share
of franchise fees collected. These applicable fees and how they will be collected and
distributed between Figaro's and designated master franchisees who are providing
services, will be established in the Operations Manual. They may be changed at any time
by Figaro’s upon not less than 30 days prior written notice.

System. “System” is defined in Figaro’s most current Franchise Agreement as of the date
of this Agreement, which Master has received.

Term. Term means the term of this Agreement as defined in Section 3.2.
Territory. Territory will be that region described on Exhibit 1 attached to this Agreement.

Other Definitions. Except as otherwise stated in this Agreement, all capitalized, or
otherwise defined, terms will have the same definition as defined terms contained in
Figaro’s most current form of Franchise Agreement as of the date of this Agreement.
Master acknowledges receipt of the present form of Figaro’s Uniform Franchise Offering
Circular and Franchise Agreement.

3. MASTERS' RIGHTS AND OBLIGATIONS.

3.1

3.2

Initial Fee. Master has paid to Figaro's a non-refundable Master Franchisee License Fee
of § . :

Term and Renewal of Agreement. This Agreement will commence on the date first set
forth above and will continue for ten years.

Master will have the right to renew this franchise before the expiration of the initial term of
the franchise for successive five-year terms. Master will not be required to pay a renewal
fee or additional Master Franchisee License Fee, providing all of the following conditions
have been fulfilled.

A. Master has, during the entire term of this Agreement, substantially
complied with all its provisions and system standards.
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3.3

|
B. Master is in'substantial con'}pliance with the provisions of Master's
franchise agreements for the individual store franchises owned by
Master. y
C. Master has given notice of fenewal to Figaro’s as provided in this
Agreement, |
D. Master has s%tisfied all monetsil]ry obligations owed by Master to Figaro's
(and its subsidiaries and affiliates) and has timely met these obligations

throughout thel term of this Agreement.

E. Master executes, upon each ‘irenewal, Figaro's then-current form of
Master Franchisee Agreement_r(w]th appropriate modifications to reflect
the fact that the agreement relates to the grant of a renewal franchise).
The renewal ggreement will supersede in all respects this Agreement.
The terms of the renewal agre_Fment may differ from the terms of this
Agreement, irlcluding, without| limitation, a different percentage for
Continuing Licensing Fees and aidvertising contributions.

F. Master has commplied with Figarp's then-current qualification and training
requirements. |
|
G. Master and Figaro's, prior to reng?wal and following applicable law,
execute a general release, in a form Figaro's prescribes.

If Master desires to renew, Magter will give Figaro’s written notice at least 9 months, but
not more than 15 months, priorito the expiration.?of this Agreement. Within 60 days after
Figaro's receipt of the timely nc:}ice, Figarc's will Tfumish Master with written notice of any
reasons that could cause Figaro’s not to accept the renewal notice. Figaro’s notice will
include any deficiencies that require correction and a schedule for correction by Master.
Renewal will be conditioned upan Master’s comp‘iance with these reguirements within 60
days of Figaro's notice and contjnued compliance with all the terms and conditions of this
Agreement up to the date of termination of the initial term (or as Figaro's otherwise
expresses in writing). |

If Master does not comply with Figaro’s notice, Fi|igaro's will give Master written notice of
Figaro's election not to renew the franchise at Ieabt three months before the expiration of
this Agreement. The notice will pecify the reasonis for non-renewal.

It Master continues to operate with Figaro's express or implied consent, following the
expiration or termination of this|Agreement, the kcontinuation will be a ronth-to-month
extension of this Agreement. This Agreement will then be terminable by either party upon
30 days written notice. Otherwise, all provisio?s of this Agreement will apply while
operations continue. !

Appointment of Master. Figaro's grants Master the exclusive right to advertise for and
market to prospective Franchiseps for Stores to be located within the Territory. Master
may, in its sole discretion, provide Quality Control services. In this event, once Master
has successfully passed ali required training, Master may perform Quality Control of
Franchisee Stores located in the Territory and in other locations if so requested by
Figaro’s. Master may do so only as long as Master remains certified by Figaro’s. Master
may not sell or negotiate the sale of franchises. [Figaro's retains all right to specify the
form of individual franchise agreement and to acgept or reject all franchise candidates.
So long as Master is not in material default under'\thfs Agreement, Figaro's will not grant
similar rights within the Territory to other parties, provided however that Figaro’s may
grant certain franchise rights to those parties desc;:ribed on Exhibit 1. The exceptions to
this exclusive territory are the same as contajned in Section 2 of the Franchise
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Agreement and- in any Franchise Agreement in effect in the Territory. Figaro's may
conduct Multi-Area Marketing Programs (as defined in the Franchise Agreement} within
the Territory,

3.3.1 Franchise Development Marketing. Master will diligently market for new
Franchisees in the Territory. Master must submit all ads, marketing materials
and programs for prospective franchisees to Figaro's for approval prior to use.
Approval will not be unreasonably withheld. Adverising to attract franchisee
candidates is to be placed in media in the Territory and must be approved in
advance by Figaro's. Except with Figaro's prior written permission, Master will not
under any circumstances place advertisements using the Marks in or originating
from any area other than the Territory.

Master may not advertise in any media whose primary circuiation is outside the
Territory, except with Figaro's prior written permission. All Internet marketing is
part of Figaro’s multi-area marketing programs described in the Operations
Manual and defined in this Agreement and in the Franchise Agreement, and must
be coordinated through Figaro's and approved by Figaro’s. Master may not
market independently on the Internet or acquire an independent internet domain
name or web site. Master may not independently market using any digital,
electronic or computerized form or any form of media now or in the future
developed (e.g. materials to be made available through the internet, interactive
electronic transmissions, etc.).

All advertising placed by Master must follow the provisions of this Agreement.

Master is solely responsible for preparing and placing all advertising to attract
franchisee candidates, at Master's expense. Beginning ninety (90) days after
execution of this Agreement, Master must purchase, place and run not less than
$1,000 in such advertising during each calendar quarter during the first twelve
months this Agreement is in effect; $2,000 during each calendar quarter during
the second year and $2,500 during each calendar quarter during each remaining
year of this Agreement on advertising exclusively designed to attract franchisee
candidates. If the Territory encompasses more than one million inhabitants, the
minimum quarterly advertising placement is increased pro rata. i.e. - if the
Territory contains three million inhabitants (200% more than one million), the
minimum in the first twelve months is $3,000 during each quarter which is 200%
more than $1,000. Upon renewal of this Agreement, the minimum advertising
requirement will be based upon the then current standards for new Master
franchisees.

On a periodic basis as specified by Figaro's, Master will provide copies of
invoices representing the ads Master has purchased, placed and run during the
period to meet the reguirements above, and include copies of the actual
advertising placed, including ‘tear sheets’ or other proof of performancs.

Figaro's regional and national advertising may result in leads being generated for
prospects within the Territory. Figaro's will deliver or direct these leads to Master.
From time to time, Figaro's and Master may jointly elect to place advertisements
to sell franchises in focal media located in the Territory. Prior to placement of any
such advertising, Figaro's and Master will negotiate the portion of the costs of
such advertising each will be responsibie to pay.

3.3.2 Master agrees to fully comply and cooperate with the following:

A Upon the sale of a franchise, the master franchisee in whose territory the
franchisee resides will be paid the applicable Commission on the Initial
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1

Franchise F%I That master frqwchlsee also will receive one credit for that
franchise sgld towslds the applicable Minimum Performance
Requirement for that master franchisee. For example, many franchises
sold within th Flgaro s'systern do not, at the time of the sale, provide for
a specmc loc tlon for t e franr}hlse Subseguent to the execution of the

franchise agr ement the franthisee identifies a desired location. The

resulting territpry asmgnment ay lead to franchise stores being opened

B. Prior to comm ncmg opgrations, if the franchisee receives permission to
reassign the f nth|se to an avallable location outside the territory of the
master franchjsee who made [the original franchise sale, immediately
uponI the ope |ng| of the franchase store Figaro's will charge back to the
sell:ng master ranchlsee and the selling master franchisee will refund to
Flgaqo s withinjthirty days of invice an amount equal to 50 percent of the
Com'mrss:on ofiginally paid for the sale (i.e. 25 percent of the net Initial
Franchise Feej. Wlthm ‘t'fwty days of the end of the month following the
month in whic the franchlse store opens, Figarc's will remit the refund
collected fromthe; se!llng mastgr franchisee to the master franchisee in
whose territoryjthe francHised stere actually cpens for business.

, the master frarichisee which made the original sale will
retain one credit towards the] selling master franchisee’s Minimum
Performance equreme t and the master franchisee in whose territory
the store openg also wmirecelv one credit towards the opening master
franchlsee s Mitimum Performa lce Requirement, effective as of the date
the franchrse store opens or busjness.

D. The rpaster frapchisee ip hoselterntory the franchise store is phys:ca!ly
located will haye full responsibility to provice Quality Contral services
mcludmg, but rlot Ilmlted to, lnllfal training and opening support. That
master franchisge will recewe the entire applicable Commission on the
Continuing Licensing Fee payments related to the franchise store as
provided for in hatl master francihlsees agreement. The selling master
franchisee will not receive] any Cemm:ss:on on the Continuing Licensing
Fee p?yments r Iated to that franghise store.

3.3.3 Notwithstanding the exc usillve rig !ts of Master within the Territory, Master may
request, or Flgaro § mayjrequire, that Figaro's, or a master franchisee designated
by Figaro’s, handle som or all o the |n|f|al store opening assistance and initial
and cngoing trammg {Qu Ilty Cont oh) effoEs in the Territory as follows:

A. Master: may elept to handle only franchise sales marketing and ask
Flgarols to provide initial stere pre’openmg and opening assistance and
initial and ongoipg trainingy and a] Quality Control to franchisees in the
Terrltory If so, Master wm pay the appiicable pre-opening and opening
assistapce and :nmal ang ongoigg training fees to Figaro’s or to the
masterlfranchlse deS|gna ed by glgaros as determined by Figaro’s. In
addmorp Master, WI|| pay to Figaro's or to the designated master
franchisee the a pllcable ]@uallty €ontrol fees. In this instance, Figaro’s
or the designated me'xster franchisde will provide:

1, itraining s ‘hool facmtles and coordinate the scheduling of trainees
rand trainihg sessxo s, and

f
2. \store pre opemng and operlung assistance and Quality Control for
iall franchisees in. the Territgry.
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B. Master may elect to handle franchise sales marketing and to offer local
store pre-opening and opening assistance and all other initial and
ongoing Quality Control to franchisees in the Territory, except for the
initial training school. [f so, Figaro's, or a master franchisee designated
by Figaro’s, will provide the initial training school. Master must be certified
by Figaro's to provide initial store pre-opening and opening assistance
and all other initial and ongoing Quality Contro!, except for the initial
training school, on behalf of master franchisees and/or on behalf of
Figaro's in consideration for the applicable Quality Control and Training
fees established in the Operations Manual. In this instance, Figaro's or
the designated master franchisee will provide training school facilities and
coordinate the scheduling of trainees and training sessions.

C. Master may elect to handle all franchise sales marketing, local store pre-
opening and opening assistance, initial and ongoing training and site
acquisition services and all other Quality Control services to franchisees
in the Territory. In order to do so, Master must be certified by Figaro’s to
provide store pre-opening and opening assistance, initial and ongoing
training and site acquisition services, and all other Quality Control on
behalf of Figaro's and/or other master franchisees in consideration for the
applicable fees established in the Operations Manual.

D. Master may elect to not provide Site Acquisition Services in the Territory.
It so, Site Acquisition Services will be provided by Figaro's or by a master
franchisee designated by Figaro's in its sole discretion. Master will
compensate Figaro's or the designated master franchisee by paying to
Figaro's the standard fee for such services as outlined in the Operations
Manual.

Currently, the quality control fees are: a) training school - $1,500 for up to two
trainees for two weeks; b) through the first 90 days of a store's opening -
including store pre-opening and opening assistance fees, site acquisition services
fees, and initial and ongoing quality control fees - $5,000; ¢) ongoing servicing
fees are $440 per service staff person per day, $220 per service staff person per
half-day. Each fee is in addition to travel time and out-of -pocket travel costs.
Master also incur the fully burdened costs of mystery shopping services and
support and quality control programs. These fees are subject to change upon 30
days prior written notice as outlined in and more fully described in the Operations
Manual.

In instances in which Figaro's handles some, but never all, of the marketing and
sale of franchises in the Territory, Master will continue to be exclusively
responsible for the ongoing advertising expenditures outlined in Subsection 3.31,
above and to also actively handle sales and marketing activities in the Territory. In
addition, Master will pay Figaro's for Figaro's sales efforts 10 percent of the initial
franchise fees (net of any grand opening advertising allowance and franchise
coordination fee) generated by sales handied by Figaro's. By way of example, a
franchise sold at $47,500 initial fee which includes $12,500 grand opening
allowance and a $10,000 franchise coordination fee will generate a payment to
Figaro’s of $2,500 (10 percent of $25,000). Figaro’s will deduct this payment from

‘Master's share of franchise fees collected.

If Figaro's is handling franchise sales marketing for Master, at any time Master
may determine that Figaro’s assistance is no longer desired. Provided that Master
is performing at the franchise sales level established in Exhibit 2, upon 90 days
advance written notice, Master may instruct Figaro's to no longer handie
franchise sales marketing.
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3.3.4 Figaro’'s or its affiliatés may open in Whole or part one additional Store in the
Territory per year dur|ng the Term and any renewal terms of this Agreement. If
Figaro’s does not open a Store in any given year, it may not open that Store in
any future year. These Stores will qualify towards the Minimum Performance
Requirement described below. |

3.3.5 Master specifically acknowledges and agrees that any web site will be deemed
“advertising” under this Agreement andj will be subject to (among other things)
Figaro's approval. (As used in this Agreement, the term “web site” means an
interactive electronic document, contaified in a network of computars linked by
communications software that Master ¢perates or authorizes others to operate
and that refers to the franchised busiqess, proprietary marks or Figaro's. The

term web site includes| but is not limited to, Internet and World Wide Web home

pages. ‘“Internet" meﬁns any of ong or more local or global interactive
communications media, that is now avai{able, or that may become available, and
includes web sites and domain names.| Unless the context otherwise indicates,

Internet includes methads of accessing !imited access electronic networks, such

as Intranets, Extranets, and WANs.) |ln connection to any web site, Master

agrees to the following:

\
A Figaro's will allé w Master to estalblish a web page as part of Figaro's web
site.
B. Master will not) establish or usF the web page without Figaro's prior

written approvall

C. Betore establishing the web page Master will submit to Figaro's a sample
of the web pagg format and information in the form and manner Figaro's
may reascnablylrequire. |

D. In addition to ar4y other applicablt{‘e requirements, Master will comply with
Figaro's standatds and specifications for web sites as prescribed by
Figaro's from titne to time in the Operations Manual or otherwise in
writing or on a franchisee forum in'tranet system.

|
E. if Master propo{es any rnaterial revision to the web page or any of the
information contained in the web site, Master will submit the revision to

Figara's for prio%written approval. !

{

F. Master will use dnly approved key words, meta tags and titles penrtaining
to the pizza industry. Figaro’s will e-mail or respond via facsimile
approved key words, meta tags and titles upon Master's request by e-
mail or facsimile.! .

G. Subject to the termns of use on its web site, Figaro’s may gather, develop
and use in any lawful manner infbrmation about any visitor to the web
site. This includes but is not limited to any customers, franchisees or
prospective franghisees of Master regardless of whether they were

referred to Master via the web site or were otherwise in contact with

Master. !
H. Figaro's has estat}lished an intrane_"t or comparable on-line facility. Master
must utilize it in the manner required by Figaro's. Master understands

information and materials or othervi‘rise communicate with Master via the
intranet. Master at its sole expensel' will maintain and update as needed

and agrees that rF"{'garo's may elect; to provide certain assistance, deliver
all computer syste‘m requirements and services necessary to access the
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