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THE COFFEE BEANERY, LTD.
FRANCHISE AGREEMENT

THIS FRANCHISE AGREEMENT (“Agreement”) made and entered into on

, 20 , (“Effective Date”) by and between The Coffee Beanery, Ltd., a

Michigan corporation, with its principal place of business at 3429 Pierson Place, Flushing, Michigan

48433 (“CBL™), and , a

. with its principal place of business at
{“Store Owner”).

RECITALS

A. CBL, as the result of the expenditure of time, skill, effort, and money, has developed and
owns a unique and distinctive system relating to the selling of coffee, coffee beans, tea, spices and related
products and food items, including prepared coffee for on or off site consumption (“Preducts”) and has
developed and owns a unique system relating to the establishment, development and operation of
specialty coffee businesses including Traditional Coffee Beanery Store and Cafes, devoted exclusively to
the sale, at retail, of the Products (“System™);

B. The distinguishing characteristics of the System include, without limitation, a distinctive
design and layout, and training, management, and promotional assistance, in connection with the
establishment and ongoing operation of specialty coffee businesses, all of which may be changed,
improved, and further developed by CBL from time to time;

C. CBL identifies the System by means of certain trade names, service marks, trademarks,
logos, emblems, and indicia of origin, including the mark THE COFFEE BEANERY and such other trade
names, service marks, and trademarks as are now designated, or may hereafter be designated by CBL in
writing, for use in connection with the System (“Proprietary Marks”);

D. Store Owner wishes to obtain a franchise to operate a specialty coffee business, either as
a Traditional Coffee Beanery Store or as a Coffee Beanery Café using the System and Proprietary Marks
(“Stores”), as well as to receive the training and other assistance provided by CBL in connection
therewith; and

E. Store Owner understands and acknowledges the importance of CBL’s high standards of
quality, appearance, and service, and the necessity of operating the Store in conformity with CBL’s
standards and specifications.

NOW, THEREFORE, the parties agree as follows:
L. GRANT

1.1 CBL grants to Store Owner the right, and Store Owner accepts the obligation, to use the
Proprietary Marks and System, solely in connection with the operation of a Store as indicated below:

Traditional Coffee Beanery
Coffee Beanery Café
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If Coffee Beanery Café has been selected, the Protected Territory shall be as follows:

CBL shall not enter into a franchise agreement to own, acquire, establish, and/or operate, or license others
to establish and operate a Coffee Beanery Store to any person within the Protected Territory during the
term of this Agreement.

1.2 The Store shall be located at

(“Approved Location”). Store Owner shall not relocate the Store without the prior written approval of
CBL. If, on the Effective Date, a location for the Store has not been approved by CBL, CBL shall assist
Store Owner in selecting a location, as set forth in Section 4 of this Agreement. Store Owner shall not
lease or otherwise acquire a location without CBL’s prior approval, which approval shall be furnished by
CBL to Store Owner in a site approval letter.

1.3 Store Owner expressly acknowledges and agrees that the franchise is non-exclusive.
Except as may be restricted by Section 1.1 of this Agreement for Café Stores, CBL shall retain the right,
among others, for itself or through any affiliate, and in any manner and on any terms and conditions CBL
deems advisable, and without granting Store Owner any rights therein:

(a) to own, acquire, establish, and/or operate, and license others to establish and
operate, Stores regardless of their proximity to the Approved Location or their
impact on the Store Owner’s Store;

(b) to own, acquire, establish and/or operate, and license others to establish and
operate, businesses under other proprietary marks or other systems, including
(i) businesses which provide products and/or services similar to those provided
by a Store; and/or (ii) Stores, at any location regardless, in either circumstance, of
their proximity to the Approved Location or their impact on the Store Owner’s
Store; and

(©) to sell or distribute, at retail or wholesale, directly or indirectly including internet
sales, fund raising sales or mail order sales, or license others to sell or distribute,
any products which bear any proprietary marks, including the Proprictary Marks,
regardless of their proximity to the Approved Location or their impact on the
Store Owner’s Store.

1.4 Store Owner shall have the right to sign additional franchise agreements during the term
of this Agreement under the following terms and conditions:

1.4.1 Store Owner shall not be in default of any provision of this Agreement, or any
other agreement between Store Owner and CBL or CBL’s affiliates, or of any standards set forth in the
Manual (as the term “Manual” is defined in Section 4.2), and Store Owner shall have complied with all
such agreements and the Manual since the Effective Date;

1.4.2  Store Owner shall be current with respect to its obligations to its lessor, suppliers,
and any others with whom it does business;

1.4.3 Store Owner shall execute CBL’s then-current form of franchise agreement, the
terms of which may differ from the terms hereof, except that (i} the initial franchise fee payable for the
franchise agreement for the second and each subsequent Store shall be twenty-five percent (25%) of the
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then-current agreement, and (ii) the initial training program to be provided by CBL under each additional
franchise agreement shall consist of a minimum of one (1) and a maximum of three (3) calendar days, at
CBL’s discretion;

1.4.4 In the event that a transfer of a type described by Section 12.2 of this Agreement
occurs within one (1) year of the date of opening of any Store established pursuant to an additional
franchise agreement, then, in such event, Store Owner shall refund to CBL at the time of transfer the
amount equal to the discount from the initial franchise fee received at the time the additional franchise
agreement was executed.

2. TERM AND RENEWAL

2.1 Except as otherwise provided herein, the initial term of this Agreement shall expire
fifteen (15) years from the Effective Date.

22 Store Owner may, at its option, remew this franchise for consecutive terms of
fifteen (15) years each, subject to the following preconditions:

2.2.1  Store Owner shall give CBL written notice of Store Owner’s election to renew no
fewer than nine (9) months nor more than twelve (12) months prior to the end of the then-current term
and complete and provide CBL with a renewal application on its then-current form;

2.2.2  Store Owner shall make such reasonable repairs and/or renovations to the Store
as CBL may reasonably require, to reflect the then-current standards and image of the System;

223  Store Owner shall not be in default of any provision of this Agreement, or any
other agreement between Store Owner and CBL or CBL’s affiliates, or of any standards set forth in the
Manual (as the term “Manual” is defined in Section 4.2), and Store Owner shall have complied with all
such agreements and the Manual throughout the term of this Agreement;

2.2.4  Store Owner shall be current with respect to its obligations to its lessor, suppliers,
and any others with whom it does business;

225 Store Owner shall execute CBL’s then-current form of renewal franchise
agreement, which agreement shall supersede this Agreement in all respects, and the terms of which may
differ from the terms hereof, except that Store Owner’s renewal rights shall be governed by this
Agreement;

2.2.6 Store Owner and CBL shall execute a mutual general release, in a form
prescribed by CBL, of any and all claims which each may have against the other and their affiliates
(except as to amounts then due to CBL for royalties, brand building contributions, materials, and the like),
and their respective shareholders, directors, employees, and agents in their corporate and individual
capacities; and

2.2.7  Store Owner shall pay a renewal fee of Fifteen Hundred Dollars ($1,500) .
3. FEES

3.1 Store Owner shall pay to CBL an initial franchise fee of Twenty Seven Thousand Five
Hundred Dollars ($27,500) for any type of Store licensed under this Agreement.
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3.1.1 Upon execution of this Agreement for either a Café or Traditional Store, a
payment of Seventeen Thousand Five Hundred Dollars ($17,500.00) will be made, receipt of which is
hereby acknowledged by CBL. Upon execution of the lease agreement for the Store premises, or at the
time that CBL approves a location, pursuant to Section 1.2, which is not leased, the remainder of the
balance of the initial franchise fee, Ten Thousand Dollars ($10,000.00), will be paid by Store Owner.

3.1.2  Upon execution of this Agreement in conjunction with a Conversion Addendum
or a Co-Branded Addendum, the full initial franchise fee provided by the Conversion Addendum or Co-
Branded Addendum, as the case may be, will be made, receipt of which is hereby acknowledged by CBL.

3.1.3 Each payment shall be fully eammed and non-refundable when paid, in
consideration of the administrative and other expenses incurred by CBL in entering into this Agreement,
and for CBL’s lost or deferred opportunity to enter into this Agreement with others.

32 During the term of this Agreement, Store Owner shall pay to CBL a continuing weekly
royalty fee in an amount equal to six percent (6%) of the Gross Sales for the Store. “Gross Sales” shall
mean revenue from the sale of all products and services, and all other income or consideration of every
kind and nature, received by the Store, whether for cash or credit, and regardless of collection in the case
of credit, less: (i) any sales taxes or other taxes collected by Store Owner from its customers and
thereafter paid directly to the appropriate taxing authority; and (ii) any customer refunds. The royalty
payment is not refundable. If Store Owner fails to maintain proper sales records or report Gross Sales to
CBL, CBL has the right to estimate Gross Sales and invoice Store Owner for such amounts.

i3 Store Owner shall make weekly contributions to brand building, advertising and
promotion as specified in Section 9.1 hereof.

34 All payments made pursuant to Sections 3.2 and 3.3 shall be made on or before
Wednesday for the week ending on the preceding Sunday, on Gross Sales for the preceding week. Any
royalty payment or brand building contributions not made on or before the due date shall be deemed to be
overdue; in such event, Store Owner shall pay CBL, in addition to the overdue amount, interest on such
amount {rom the date it was due until paid, at eighteen percent (18%) per annum or the maximum rate
permitted by law, whichever is less, calculated on a daily basis. Entitlement to such interest shall be in
addition to any other remedies CBL may have. You are required to make any payments required in this
Section 3 directly to CBL or to a bank account specified by CBL, by electronic fund transfer (“EFT”),
pre-authorized auto-draft arrangement, or other such means as CBL may specify from time to time in
writing. Store Owner shall funish CBL, CBL’s bank, and any other recipients of payment with such
information and authorizations as may be necessary to permit such persons to make withdrawals by
electronic fund transfer (“EFT""} or auto-draft arrangement. Store Owner shall bear all expenses, if any,
associated with such authorizations and payments.

4. DUTIES OF CBL

4.1 CBL shall offer such assistance to Store Owner, as CBL deems reasonable and necessary,
in selecting a site for the Approved Location, and in assisting the Store Owner and their counsel in
negotiating an acceptable lease agreement for the Store premises to the extent CBL deems appropriate,
provided however, that Store Owner shall remain solely responsible for selection of the site for the
Approved Location, the negotiation of the lease and all development relating to the Store. Store Owner
acknowledges and agrees that CBL’s approval of a site for Store Owner’s Store or any assistance relating
to the lease for the Store is not, and shall not be construed as, a guarantee or assurance that the Store will
be profitable or successful or that the terms of the lease are beneficial or appropriate.
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4.2 CBL shall loan to Store Owner for the duration of this Agreement one copy of CBL’s
Operating Manual and one copy of CBL’s Construction Manual and Maintenance Manual (which, at
CBL’s sole discretion, may be in a written or electronic format or a combination thereof), and such other
manuals as CBL may develop and issue, all of which are collectively referred to as the “Manual.”

43 CBL shall offer such guidance to Store Owner and/or Store Owner’s architect, contractor,
and/or designer, as CBL deems reasonable and necessary, relating to the design and/or construction of
Store Owner’s Store. CBL will make available, at no charge to Store Owner, a design development set of
drawings with the basic specifications, equipment and architectural layout and elevations for the
development of the construction drawings for the Store.

4.4 CBL shall offer “Operations Training”, which shall consist of both classroom and in store
training to Store Owner covering basic Store operations and management. Such training, depending on
concept, shall consist of a maximum of twenty-eight (28) calendar days, at CBL’s discretion.

4.5 CBL shall offer an “On Site Training” ("OST") program te Store Owner and to those
employees selected by Store Owner who will be involved in the daily operation of the Store. Such
training, depending upon concept, shall consist of a maximum of fourteen (14) calendar days, at CBL’s
discretion, of on-site assistance at the Store Owner’s Store immediately prior and subsequent to the
commencement of business.

4.6 CBL shall provide assistance to Store Owner in connection with coordinating and
implementing the grand opening of the Store, including the grand opening promotion.

4.7 CBL shall furnish to Store Owner, prior to the opening of the Store, our specifications for
personatized forms, stationery, marketing materials and CBL logo apparel.

4.8 CBL shali provide such initial and continuing advice and assistance to Store Owner in the
operation and promotion of the Store as CBL deems appropriate.

49 CBL shall offer, at its discretion, a follow-up training visit by a CBL representative
within one hundred and eighty (180) days following the opening of the Store. Such training shall consist
of a2 minimum of one and one half (1-1/2) calendar days and a maximum of two (2) calendar days and
shall be on-site at the Store Owner’s Store.

4.10  CBL shall conduet, when and as frequently as it deems advisable, inspections of Store
Owner’s business premises and evaluations of the Store’s management and operations, in order to assist
Store Owner and to maintain the System’s standards of quality, appearance, and service. During the term
of this Agreement, CBL also shall, at the time(s) and location(s) selected by it, make available such other
required and optional training programs, seminars, and workshops as it deems necessary and appropriate.

4,11  Store Owner acknowledges and agrees that any duty or obligation imposed on CBL by
this Agreement may be performed by any designee of CBL, as CBL may direct.

5. DUTIES OF STORE OWNER

5.1 Store Owner understands and acknowledges that every detail of the System and the Store
is essential to Store Owner, CBL, and other System franchisees in order to: (i) develop and maintain
quality operating standards; (ii) increase the demand for the products and services sold by all franchisees
operating under the System; and (iii} protect CBL’s reputation and goodwill. Store Owner shall maintain
CBL’s high standards with respect to facilities, services, products, and operations.
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5.2 Store Owner shall use and occupy the Store premises solely for the operation of the
business franchised hereunder and unless otherwise approved in writing by CBL, shall refrain from using
or permitting the use of the premises for any other purpose or activity, and shall keep the Store open and
in normal operation for at least such minimum hours and days as CBL may specify in the Manual or
otherwise in writing, and as may be required by the lease for the Store premuises.

53 To ensure that the highest degree of quality and service is maintained, Store Owner shall
operate the Store in strict conformity with such methods, standards, and specifications as CBL may from
time to time prescribe in the Manual or otherwise in writing. Store Owner shall refrain from: (a)
deviating from such standards, specifications, and procedures without CBL’s prior written consent; and
(b) otherwise operating in any manner which reflects adversely on CBL’s Proprietary Marks or the
System.

5.3.1 Store Owner shall purchase and install, at Store Owner’s expense, and shall
maintain in sufficient supply and use at all times, only such fixtures, furnishings, equipment, signs, and
supplies which conform to CBL’s standards and specifications as set forth in the Manual or otherwise in
writing; and shall refrain from using non-conforming items.

5.3.2  Store Owner shall sell or offer for sale only such products as have been expressly
approved for sale by CBL in the Manual or otherwise in writing, shall discontinue selling any products
which CBL may, in its sole discretion, determine may adversely affect the System; and shall refrain from
offering any unapproved products.

5.3.3 Store Owner acknowledges and agrees that CBL may, from time to time in its
sole discretion, revise the Manual to incorporate Systern changes. Store Owner shall implement any
System changes upon receipt of notice thereof from CBL, and shall complete their implementation within
such time as CBL may reasonably specify.

5.3.4 The System may include standards relating to safety, maintenance, cleanliness,
sanitation, function, hours and days of operation, appearance, uniforms, employce appearance and
cleanliness, Product shelf life and portion control, customer relations procedures, marketing and
promotion (including gift card and similar promotions), forms, use of the Marks, signage, lighting,
internet connections, background music and other site amenities, displays, complaint handling, and many
other matters.

54 Store Owner shall purchase all products, equipment, supplies, and materials used or sold
by the Store solely from suppliers (including manufacturers, wholesalers and distributors) who
demonstrate, to CBL's continuing reasonable satisfaction, the ability to meet CBL’s reasonable standards
and specifications for such items; who possess adequate quality controls and capacity to supply Store
Owner’s needs promptly and reliably; whose approval would enable the System, in CBL’s sole opinion,
to take advantage of marketplace efficiencies; and who have been approved by CBL in the Manual or
otherwise in writing and not thereafter disapproved. If Store Owner desires to make purchases from other
than an approved supplier, Store Owner shall submit to CBL a written request to approve the proposed
supplier, together with such evidence of conformity with CBL's specifications as CBL may reasonably
require. CBL may revoke its approval at any time if CBL determines, in its sole discretion, that the
supplier no longer meets CBL’s standards. Upon receipt of written notice of such revocation, Store
Owner shall cease purchasing from any disapproved supplier and selling such supplier’s disapproved
products or services.
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5.4.1 Store Owner shall maintain a balanced inventory of approved products specified
by CBL in its Stores in quantities sufficient to satisfy customer needs. The inventory shall at all times be
equal to or greater than the minimum inventory level set forth in the Manual or otherwise in writing. CBL
may also require that Stores stock new and additional products in such minimum quantitics as CBL may
determine to be desirable.,

54.2 In order to maintain consistency of product, quality, taste and identity of
Products, CBL will be the only approved source for coffee, coffee related products and certain CBL logo
Products, except for such Products specifically designated in writing by CBL. CBL will use its best
efforts to provide quality Products at competitive prices. The inventory of Stores shall always contain a
representative number of each of the Products, which shall be given prominent display.

5.5 Store Owner shall maintain the Store premises (including adjacent public areas) in a
clean, orderly condition and in excellent repair; and, at its expense, perform any required maintenance or
repairs, as CBL may reasonably direct by written notice to Store Owner, in a timely manner. ~ Store
Owner agrees to maintain the Store premises consistent with then current System standards. No alcohol,
drugs, or pets shall at any time be permitted on the Store premises, and the premises shall not be used for
child care, baby sitting, or similar activities.

5.6 Store Owner shall grant CBL and its agents the right to enter upon the Store premises
during normal business hours for the purpose of conducting inspections; shall cooperate with CBL’s
representatives in such inspections by rendering such assistance as they may reasonably request; and,
upon written notice from CBL or its agents and without limiting CBL’s other rights hereunder, shall
promptly correct any deficiencies discovered during any such inspection.

57 Prior to the opening of the Store, Store Owner (or, if Store Owner is a corporation or
partnership, a principal of Store Owner acceptable to CBL) and/or Store Owner’s designated store
manager, shall attend and complete to CBL’s satisfaction, its required training programs. First, within
six (6) weeks of the date of execution of this Agreement, Store Owner shall attend "Orientation Training”
which will include training on system requirements, business planning and site construction. Thereafter,
thirty (30) to sixty (60) days prior to the date Store is scheduled to open, Store Owner must attend
“Operations Training”, which shall consist of both classroom and in store training covering business
basics, customer service and store operations. Such training, depending on concept, shall consist of a
maximum of twenty-eight (28) calendar days, at CBL’s discretion. Store Owner shall also attend CBL’s
“On Site Training” provided to Store Owner and those employees selected by Store Owner who will be
involved in the daily operation of the Store. Such training, depending upon concept, shall consist of a
maximum of fourteen (14) calendar days, at CBL’s discretion, of on-site assistance at the Store Owner’s
Store immediately prior and subsequent to the commencement of business. If, at any time during the term
of this Agreement, we are unable to complete the on-site training due to your lack of preparation or if
Store Owner wishes CBL to train additional employees (with CBL’s prior consent), Store Owner shall
pay CBL a fee of Three Hundred Fifty Dollars ($350) per day plus reasonable reimbursement for the
trainer’s cost of transportation, meals, and lodging. If CBL determines that Store Owner’s Stores are not
performing to their potential given its market conditions, Store Owner agrees to attend refresher training
for such term and at such times and locations as CBL determines. Store Owner shall also complete to
CBL’s satisfaction the follow-up training visit. CBL shall provide the instructor, training and other
materials for the follow-up training visit without charge. Except as specifically provided by this
Agreement, Store Owner shall be responsible for any and all other expenses incurred during training.

5.7.1 Each Store must employ a manager (who can be the Store Owner) who has
satisfactorily completed CBL’s training program, been certified and who is dedicated to that Store and
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who works at that Store on substantially a full-time basis. Each person may be the designated manager
for one Store only.

5.7.2 Store Owner must attend at least two-thirds (2/3) of the supplemental training
and development programs and seminars that may be presented by CBL and shall not employ anyone who
fails to complete such development and training programs and seminars to CBL’s satisfaction,

58 Store Owner shall maintain a competent, conscientious, and trained staff, and shall take
such steps as are necessary to ensure that its employees preserve good customer relations; render
competent, prompt, courteous, and knowledgeable service; and meet such minimum standards as CBL
may establish from time to time in the Manual or otherwise in writing. Store Owner shall be solely
responsible for all employment decisions of the Store, including, without limitation, those related to
hiring, firing, training, wage and hour requirements, recordkeeping, supervision, and discipline of
employees.

59 Store Owner shall attend CBL’s annual national convention of franchisees, as well as
such additional training programs, seminars, and workshops as CBL may reasonably require from time to
time and at any time. CBL may, at its discretion, charge a reasonable fee for those attending required
additional training programs. Additionally, the Store Owner will be required to pay a Two Hundred
Dollar ($200.00) annual fee for attending CBL’s annual national convention. Store Owner shall be
responsible for any and all other expenses incurred in connection with attending the national convention,
including the costs of transportation, lodging, and meals.

510  Store Owner shall comply with all terms of its lease and shall refrain from any activity
which may jeopardize Store Owner’s right to remain in possession of the Store premises. Store Owner
shall, prior to the execution of any lease, submit it to CBL for its written approval. CBL’s approval may
be conditioned upon the inclusion of any one or more of the following terms and conditions:

5.10.1 That the initial term of the lease, or the initial term together with renewal terms,
shall be for at least ten (10} years;

5.10.2 That the lessor consents to Store Owner’s use of such Proprietary Marks and
signage as CBL may now or hereinafter prescribe for the Store;

5.10.3 That the use of the leased premises be restricted solely to the operation of the
Store;

5.10.4 Except as otherwise approved in writing by CBL, that Store Owner be prohibited
from subleasing or assigning all or any part of its occupancy rights or extending the term of or renewing
the lease without CBL’s prior written consent,

5.10.5 That the lessor provide to CBL copies of any and all notices of default given to
Store Owner under the lease;

5.10.6 That CBL have the right to enter the premises to make reasonable modifications
necessary to protect the Proprietary Marks or the System or to cure any default under the Agreement or
under the lease; and

5.10.7 That, in the event of a default, expiration, or termination of the Agreement or the
lease, CBL (or CBL’s designee) shall have the option, upon notice to the lessor, to assume all of Store
Owner’s rights under the lease terms, including the right to assign or sublease.
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