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CITY WOK, LLC

FRANCHISE AGREEMENT

THIS FRANCHISE AGREEMENT (the “Agreement’) is made and entered into by and
between City Wok, LLC, a Delaware Limited Liability Company, having its principal place of business
at 2220 St. George Lane, Chico, California 95926 (“Franchisor”) and , a

corporation/limited liability company/partnership, having its principal place of business at
(“Franchisee™} on the date this Agreement is executed by

Franchisor below (the “Effective Date™).
WITNESSETH:

WHEREAS, as the result of the expenditure of time, skill, effort and money, Franchisor has
developed and owns a unique and distinctive system (hereinafter “System”) relating to the establishment
and operation of restaurants specializing in the sale of fresh, made to order Chinese style foods, prepared
in accordance with Franchisor’s recipes and specifications;

WHEREAS, the distinguishing characteristics of the System include, without limitation,
distinctive exterior and interior design, décor, color scheme, and furnishings; proprietary products and
ingredients; proprietary recipes and special menu items, uniform standards, specifications, and
procedures for operations; quality and uniformity of products and services offered; procedures for
inventory, management and financial control; training and assistance; and advertising and promotional
programs; all of which may be changed, improved, and further developed by Franchisor from time to
time;

WHEREAS, Franchisor identifies the System by means of certain trade names, service marks,
trademarks, logos, emblems and indicia of origin, including, but not limited to, the mark “City Wok” and
such other trade names, service marks, and trademarks as are now designated (and may hereafter be
designated by Franchisor in writing) for use in connection with the System (hereinafter referred to as
“Marks™), which Marks are licensed to Franchisor under a perpetual license agreement;

WHEREAS, Franchisor continues to develop, use and control the use of such Marks in order to
identify for the public, the source of services and products marketed thereunder and under the System,
and to represent the System’s high standards of quality, appearance and service;

WHEREAS, Franchisee understands and acknowledges the importance of Franchisor’s high
standards of quality, cleanliness, appearance and service and the necessity of operating the business
franchised hereunder in conformity with Franchisor’s standards and specifications; and

WHEREAS, Franchisee desires to use the System in connection with the operation of a City
Wok restaurant at the location specified in Attachment A hereto, as well as to receive the training and
other assistance provided by Franchisor in connection therewith.

NOW, THEREFORE, the parties, in consideration of the mutual undertakings and

commitments set forth herein, the receipt and sufficiency of which are hereby acknowledged, agree as
follows:
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L GRANT

A In reliance on the representations and warranties of Franchisee and its Controlling
Principals (as defined in Section XIX.R.) hereunder, Franchisor hereby grants to Franchisee, upon the
terms and conditions in this Agreement, the right and license, and Franchisee hereby accepts the right
and obligation, to operate a City Wok restaurant under the Marks and the System in accordance with this
Agreement (“Restaurant” or “Franchised Business”). Franchisee and the Controlling Principals have
represented to Franchisor that they have entered this Agreement with the intention 1o comply fully with
the obligations to construct a Restaurant hereunder and not for the purpose of reselling the rights to
develop the Restaurant hereunder. Franchisee and the Controlling Principals understand and
acknowledge that Franchisor has granted such rights in reliance on the business skill, financial capacity,
personal character of, and expectations of performance hereunder by, Franchisee and the Controlling
Principals and that this Agreement and the rights and obiigations hereunder may not be transferred until
after the Restaurant is open for business to the public and in accordance with Section ILF.

B. The specific street address of the Restaurant location accepted by Franchisor shall be set
forth in Attachment A (“Location” or “Accepted Location™), Franchisee shall not relocate the Restaurant
without the express prior written consent of Franchisor, which consent shall not be unreasonably
withheld. This Agreement does not grant to Franchisee the right or license to operate the Restaurant or
to offer or sell any products or services described under this Agreement at or from any other location.

C. If Franchisee is unable to continue the operation of the Restaurant at the Accepted
Location because of the occurrence of a force majeure event (as described in Section XVILA(3)(e)), then
Franchisee may request approval of Franchisor to relocate the Restaurant to another location in the
primary area of responsibility, as that term is defined below. Any other request to relocate the Restaurant
shail also be subject to the same procedures. If Franchisor elects to grant Franchisee the right to relocate
the Restaurant, then Franchisee shall comply with the site selection and construction procedures set forth
in Section II.

D. Upon the execution of this Agreement, Franchisee will be assigned a primary area of
responsibility (“Primary Area of Responsibility” or “PAR”) that will also be described in Attachment A.
Except as provided in this Agreement, and subject to Franchisee’s and the Controlling Principals’ full
compliance with this Agreement, any other agreement among Franchisee (defined as any entity that is
controlled by, controlling or under common control with such other entity) and Franchisor, Franchisor
shall not establish or authorize any other person or entity, other than Franchisee, to establish a City Wok
Restaurant in the Primary Area of Responsibility during the term of this Agreement. Franchisee
acknowledges and understands that the rights granted hereunder pertain only to the establishment of a
City Wok Restaurant. Franchisee acknowledges and agrees that Franchisor operates Restaurants under
the Marks, and that Franchisor’s affiliates currently operate, or may in the future operate, restaurants
under different marks and with operating systems that are the same or similar to the System, and that any
such restaurants might compete with Franchisee’s restaurant.  Franchisee further agrees and
acknowledges that the license granted hereby is only for the operation of one (1) City Wok Restaurant.
Accordingly, in the Primary Area of Responsibility, Franchisor and any of its current or future affiliates
may own, acquire, establish and/or operate, and license others to establish and operate, businesses under
other proprietary marks and/or other operating systems, regardless of whether such businesses are the
same, similar, or different from the Restaurant, Franchisor and any of its current or future affiliates may
also offer and sell (and may authorize others to offer and sell): (i) collateral products under the Marks, at
or from any location, such as pre-packaged food and beverage products and City Wok memorabilia;
(ii) food and beverage services under the Marks at or through any City Wok Restaurant or other

City Wok/fa-2 2



permanent, temporary or seasonal food service facility providing in whole or in part the products and
services offered by a City Wok Restaurant in a Reserved Area only (as defined below); and (iii} any
products or food and beverage services under any other names and marks. A Reserved Area is defined as
only an airport, or travel plaza provided such airport or travel plaza has an agreement with Franchisor for
the placement of a City Wok Restaurant in more than one of their facilities (*National Accounts”).

il SITE SELECTION, PLANS AND CONSTRUCTION

A, Franchisee assumes all cost, liability, expense and responsibility for locating, obtaining
and developing a site for the Restaurant within the PAR and for constructing and equipping the
Restaurant at such site. Franchisee shall not make any binding commitment to a prospective vendor or
lessor of real estate with respect to a site for the Restaurant unless the site is accepted as set forth below.
Franchisee acknowledges that the location, selection, procurement and development of a site for the
Restaurant is Franchisee’s responsibility; that in discharging such responsibility Franchisee may consult
with real estate and other professionals of Franchisee’s choosing; and that Franchisor’s approval of a
prospective site and the rendering of assistance in the selection of a site does not constitute a
representation, promise, warranty or guarantee, express or implied, by Franchisor that the Restaurant
operated at that site will be profitable or otherwise successful.

B. M Prior to acquiring by lease or purchase a site for the Restaurant, Franchisee shall
locate a site for the Restaurant that satisfies the site selection guidelines provided to Franchisee by
Franchisor pursuant to Section V.(1) and shall submit to Franchisor in the form specified by Franchisor, a
description of the site, including evidence satisfactory to Franchisor demonstrating that the site satisfies
Franchisor’s site selection guidelines, together with such other information and materials as Franchisor
may reasonably require, including, but not limited to, a letter of intent or other evidence satisfactory to
Franchisor which confirms Franchisee’s favorable prospects for obtaining the site. Franchisor shall have
fifteen (15) days after receipt of this information and materials to approve or disapprove, in its sole
discretion, the proposed site as the location for the Restaurant. No site may be used for the location of
the Restaurant unless it is first accepted in writing by Franchisor.

(2) If Franchisee elects to purchase the premises for the Restaurant, Franchisee shall
submit a copy of the proposed contract of sale to Franchisor for its written approval prior to its execution
and shall furnish to Franchisor a copy of the executed contract of sale within ten (10) days after
execution, If Franchisee will occupy the premises of the Restaurant under a lease, Franchisee shall
submit a copy of the lease to Franchisor for written approval prior to its execution and shall furnish to
Franchisor a copy of the executed lease within ten (10) days after execution. No lease for the Restaurant
premises shall be accepted by Franchisor unless a Collateral Assignment of Lease, prepared by
Franchisor and executed by Franchisor, Franchisee and the lessor, in substantially the form attached as
Attachment B, is attached to the lease and incorporated therein. Franchisor shall have ten (10) days after
receipt of the lease or the proposed contract of sale to either approve or disapprove such documentation
prior to its execution.

3) After a location for the Restaurant is accepted by Franchisor and acquired by
Franchisee pursuant to this Agreement the location shall be described in Attachment A.

C. Franchisee shall be responsible for obtaining all zoning classifications and clearances
which may be required by state or local laws, ordinances or regulations or which may be necessary as a
result of any restrictive covenants relating to the Restaurant premises. Prior to beginning the
construction of the Restaurant, Franchisee shall (i) obtain all permits, licenses and certifications required
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for the lawful construction or remodeling and operation of the Restaurant, and (ii) certify in writing to
Franchisor that the insurance coverage specified in Section XII is in full force and effect and that all
required approvals, clearances, permits and certifications have been obtained. Upon request, Franchisee
shall provide to Franchisor additional copies of Franchisee’s insurance policies or certificates of
insurance and copies of all such approvals, clearances, permits and certifications.

D. Franchisee must obtain any architectural, engineering and design services it deems
necessary for the construction of the Restaurant, at its own expense, from an architectural design firm
approved by Franchisor, which approval shall not be unreasonably withheld. Franchisee shall adapt the
prototypical architectural and design plans and specifications for construction of the Restaurant provided
to Franchisee by Franchisor in accordance with Section V.(3), as necessary for the construction of the
Restaurant and shall submit such adapted plans to Franchisor for review. If Franchisor determines, in its
reasonable discretion, that any such plans are not consistent with the best interests of the System,
Franchisor may prohibit the implementation of such plans, and in this event will notify Franchisee of any
objection(s) within ten (10) days of receiving such plans. If Franchisor fails to notify Franchisee of an
objection to the plans within this time period, Franchisee may use such plans. If Franchisor objects to
any such plans, it shall provide Franchisee with a reasonably detailed list of changes necessary to make
the plans acceptable. Franchisor shall, upon a re-submission of the plans with such changes, notify
Franchisee within ten (10) days of receiving the resubmitted plans whether the plans are acceptable. 1f
Franchisor fails to notify Franchisee of any objection within such time period, Franchisee may use the
resubmitted plans. Franchisee acknowledges that Franchisor’s review of such plans relates only to
compliance with the System and that acceptance by Franchisor of such plans does not constitute a
representation, warranty, or guarantee, express or implied, by Franchisor that such plans are accurate or
free of error concerning their design or structural application.

E. Franchisee shall commence and diligently pursue construction or remodeling (as
applicable) of the Restaurant. Commencement of construction shall be defined as the time at which any
site work is initiated by or on behalf of Franchisee at the location accepted for the Restaurant. Site work
includes, without limitation, paving of parking areas, installing outdoor lighting and sidewalks, extending
utilities, demising of interior walls and demolishing of any existing premises. During the time of
construction or remodeling, Franchisee shall provide Franchisor with such periodic reports regarding the
progress of the construction or remodeling as may be reasonably requested by Franchisor. In addition,
Franchisor may make such on-site inspections as it may deem reasonably necessary to evaluate such
progress. Franchisee shall notify Franchisor of the scheduled date for completion of construction or
remodeling no later than thirty (30) days prior to such date. Within a reasonable time after the date of
completion of construction or remodeling, Franchisor may, at its option, conduct an inspection of the
completed Restaurant. Franchisee acknowledges and agrees that Franchisee will not open the Restaurant
for business without the written authorization of Franchisor and that authorization to open shall be
conditioned upon Franchisee’s strict compliance with this Agreement.

F. Franchisee acknowledges that time is of the essence. Subject to Franchisee’s compliance
with the conditions stated below, Franchisee shall open the Restaurant and commence business within
one hundred twenty (120) days after Franchisee has obtained possession of the Accepted Location,
unless Franchisee obtains an extension of such time period from Franchisor in writing. Subject to
Franchisee’s compliance with the conditions stated below, Franchisee shall open the Restaurant and
commence business the later of one hundred twenty (120) days after the Franchisee has obtained
possession of the Accepted Location or one hundred twenty (120) days after Franchisor has approved
plans for the Restaurant. Notwithstanding the foregoing, Franchisee shall nevertheless be obligated to
open the Restaurant within the time frame provided for in the Area Development Agreement, i.e., within
one year of the effective date (“Opening Date”) and which shall be set forth in Attachment A. Prior to
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opening, Franchisee shall complete all exterior and interior preparations for the Restaurant, including
installation of equipment, fixtures, furnishings and signs, pursuant to the plans and specifications
approved by Franchisor, and shall comply with all other pre-opening obligations of Franchisee,
including, but not limited to, those obligations described in Sections VLB. - G., to Franchisor’s
reasonable satisfaction. If Franchisee fails to comply with any of such obligations, except for a force
majeure act as described in Section XVILA (3} (e), Franchisor shall have the right to prohibit Franchisee
from commencing business. Franchisee’s failure to open the Restaurant and commence business in
accordance with the foregoing shall be deemed a material event of default under this Agreement.

111, TERM AND RENEWAL

A. Unless sooner terminated as provided in Section XVII. hereof, the term of this
Agreement shall continue from the date stated on the first page hereof until the earlier of (i) ten (10)
years from Opening Date or (ii) the expiration or termination of Franchisee’s right to possess the
Restaurant premises.

B. Franchisee may, at its option, renew the rights under this Agreement for additional
consecutive terms of five (5) years each (provided that such renewal term shall automatically terminate
upon the expiration or termination of Franchisee’s right to possess the Restaurant premises), subject to
any or all of the following conditions which must, in Franchisor’s discretion, be met prior to and at the
time of renewal:

(N Franchisee shall give Franchisor written notice of Franchisee’s election to renew
not less than seven (7) months nor more than twelve (12) months prior to the end of the initial term or
first renewal term, as applicable;

(2) Franchisee shall repair or replace, at Franchisee’s cost and expense, equipment
(including electronic cash register or computer hardware or software systems inclusive of any software
upgrades required of Franchisee), signs, interior and exterior decor items, fixtures, furnishings, catering
or delivery vehicles, if applicable, supplies and other products and materials required for the operation of
the Restaurant as Franchisor may reasonably require and shall obtain, at Franchisee’s cost and expense,
any new or additional equipment, fixtures, supplies and other products and materials which may be
reasonably required by Franchisor for Franchisee to offer and sell new menu items from the Restaurant
or to provide the Restaurant’s services by alternative means such as through carry-out, catering or
delivery arrangements and shall otherwise modernize the Restaurant premises, equipment (including
electronic cash register or computer hardware or software systems), signs, interior and exterior décor
items, fixtures, furnishings, catering or delivery vehicles, if applicable, supplies and other products and
materials required for the operation of the Restaurant, as reasonably required by Franchisor to reflect the
then-current standards and image of the System and as contained in the Manuals (as defined in Section
V.(4)) or otherwise provided in writing by Franchisor;

3) Franchisee shall not be in default of any provision of this Agreement, any
amendment hereof or successor hereto, or any other agreement between Franchisee or any of its affiliates
and Franchisor; and Franchisee shall have substantially and timely complied with all the terms and
conditions of such agreements during the terms thereof;

4) Franchisee shall have satisfied all monetary obligations owed by Franchisee to

Franchisor under this Agreement and any other agreement between Franchisee or any of its affiliates and
Franchisor and shall have timely met those obligations throughout the terms thereof;
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(35) Franchisee shall present satisfactory evidence that Franchisee has the right to
remain in possession of the Restaurant premises or obtain Franchisor’s approval of a new site for the
operation of the Restaurant for the duration of the renewal term of this Agreement;

(6) Franchisce and the Controlling Principals (as defined in Section XIX.T.) shall
execute a gencral release of any and all claims against Franchisor, and the officers, directors,
shareholders, partners, agents, representatives, independent contractors, servants and employees of each
of them, in their corporate and individual capacities, including, without limitation, claims arising under
this Agreement or under federal, state or local laws, rules, regulations or orders; and

(N Franchisee shall comply with Franchisor’s then-current financial qualifications
and training requirements,

Iv. FEES

A. Franchisee shall pay to Franchisor an initial franchise fee of Thirty Thousand Dollars
($30,000) which shall be paid upon the execution of this Agreement, unless this Agreement is executed
pursuant 1o an Area Development Agreement, in which event, the balance of the initial fee shall be due
and payable. The amount of the initial franchise fee when so paid shall be deemed fully earned and non-
refundable, except as provided below, in consideration of the administrative and other expenses incurred
by Franchisor in granting the franchise hereunder and for its lost or deferred opportunity to grant such
franchise to any other party.

(H In the event that Franchisee (i) is unable to obtain possession of an approved
location for the Restaurant within six (6) months from the date of this Agreement, Franchisor shall have
the right, but not the obligation, to terminate this Agreement and refund seventy-five percent (75%) of
the initial franchise fee paid, without interest. Prior to Franchisor providing any refund, Franchisee must
demonstrate to Franchisor’s reasonable satisfaction that Franchisee has made a good faith effort to obtain
possession of an approved location for the Restaurant.

B. (1 During the term of this Agreement, Franchisee shall pay to Franchisor, in partial
consideration for the rights herein granted, a continuing weekly royalty fee of five percent (5%). Such
royalty fee shall be due and payable each week (“Accounting Period”) based on the Gross Sales for the
preceding week (the first such Accounting Period beginning on the Opening Date and ending on the
Sunday that corresponds to the end of the then-current Accounting Period as determined in accordance
with Franchisor’s Manuals) so that it is received by Franchisor by electronic fund transfer on or before
the Wednesday following the end of ¢cach Accounting Period, provided that such day is a business day.
A business day for the purpose of this Agreement means any day other than Saturday, Sunday or the
following national holidays: New Year’s Day, Martin Luther King Day, Presidents’ Day, Memorial Day,
Independence Day, Labor Day, Columbus Day, Veterans Day, Thanksgiving and Christmas. If the date
on which such payments would otherwise be due is not a business day, then payment shall be due on the
next business day.

2) Each such royalty fee shall be preceded by a royalty report itemizing the Gross
Sales for the preceding Accounting Period (“Royalty Report”) and any other reports required hereunder.
Notwithstanding the foregoing, Franchisee shall provide Franchisor with such Gross Sales information
on the Monday of each week following the Accounting Period {or next business day if the Monday is not
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