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WINGSTREET ADDENDUM TO PIZZA HUT, INC. FRANCHISE AGREEMENT

Effective this __ -day of _ 20, Pizza Hut, Inc. (“PHI") and
(“Operator”} enter into this Addendum to Pizza Hut Franchise

Agreement (this “Addendum”).

WHEREAS, PHI and Operator are parties to one or more Pizza Hut, Inc. Franchise
Agreements (each a “Franchise Agreement”) which, as applicable, is denominated a “Territory
Franchise Agreement” and grants to Operator the right to develop, open and operate Pizza Hut
System Restaurants within a specifically denominated “Territory” (a “Territory Franchise
Agreement’”); or, in the alternative, is denominated a “Location Franchise Agreement” and grants
to Operator the right to operate one or more Pizza Hut System Restaurants at one or more
specified Locations (a “Location Franchise Agreement”); or, in the further alternative; is another

form of Franchise Agreement (“Other Form of Franchise Agreement”) than the foregoing
bearing no such denomination but affording franchise rights with respect to Pizza Hut
restaurants; '

WHEREAS, WingStreet, LLC (“W8”), is a distinct and independent entity which, as in
the case of PHI, is owned by YUM! Brands, Inc. (“YUM!™);

WHEREAS, WS has developed and continues to develop and own. a system for
merchandising fried chicken wing products and related food items, which system includes
distinctive signs, food recipes, uniforms, and various trade secrets and other confidential
information, and in some cases also includes architectural designs, equipment specifications,
layout plans, inventory, record keeping techniques and marketing techniques (hereinafter “the
WingStreet System”); '

WHEREAS, WS has developed the WingStreet System through the expenditure of time,
money, and effort and has maintained high standards of quality and service for operations in the
WingStreet System, as a result of which the WingStreet System has acquired valuable goodwill
and a favorable reputation;

WHEREAS, WS identifies the WingStreet System by certain trademarks, trade names,
service marks, symbols, slogans, emblems, logos, designs, and other indicia of origin (the
“WingStreet Marks™), including the trademark, trade name, and service mark “WingStreet” and
such other marks as may be designated by WS in writing as being authorized for use in the
WingStreet System, all of the WingStreet Marks being owned by WS and used by WS and its
licensees and franchisees to identify for the public the source of the services rendered in
accordance with the WingStreet System and the high standards of quality attendant thereto;

WHEREAS, WS has engaged PHI to manage, operate and administer the affairs of the
WingStreet System in the continental United States (excluding Hawaii} and has licensed PHI to
offer and sell WingStreet franchises in the continental United States (excluding Hawaii) as a
subfranchisor of WS, all under authority of a certain license and management agreement (the
“License Agreement”) entered into between PHI and WS;



WHEREAS, PHI has decided to offer and sell WingStreet franchises to PHI franchisees

on terms and conditions agreed to by and between PHI and the International Pizza Hut Franchise
Holders Association (“LP.HF.H.A.”), ‘

| WHEREAS, PHI has decided to grant Operator the right to develop and operate
WingStreet outlets as cobranded units to be situated within some or all of Operator’s Pizza Hut
System Restaurants which are now developed and operational ard/or, if the Franchise
Agreement amended hereby is a Territory Franchise Agreement, within some or all such Pizza

Hut System Restaurants that Operator may develop in the future (each a “WS Co-Brand Qutlet™);
and,

WHEREAS, Operator desires to develop and operate one or mor: WS Co-Brand Outlets
within some or all of Operator’s Pizza Hut S ystem Restaurants now open and operational and/or,
if the Franchise Agreement being amended hereby is a Territory Franchise Agreement, within
some or all such Pizza Hut System Restaurants that Operator may-develop in the future.

NOW, THEREFORE, the parties agree as follows:

1. Incorporation_of Recitals. The recitals to this Addendum :re hereby incorporated
by reference.

2. Interpretation.  All words, phrases or terms in this Adderidumy which are defined
' or ascribed meaning in the Franchise Agreement amendec hereby shall have the
same definitions or meanings ascribed to them in such Frani:hise Agreement.

3. A. Grant of Right. (If The Franchise Agreement Being Amended Hereby Is A
Location Franchise Agreement.) Subject to the conditions set forth below
(including the Growth Ready Standards described in Section 6), PHI hereby grants
Operator the right to develop and operate WingStreet outlets as co-branded units to
be situated within some or all of Operator’s Pizza Hut System Restaurant
Locations, whether now existing or which hereafter are subject to a Location
Franchise Agreement. The WingStreet outlets to be operated by Operator
hereunder are referred to herein as “WS Co-Brand Qutlets”” and individually as a

" “WS Co-Brand Outlet”, ' ' '

B. Grant of Right. (If The Pizza Hut Franchise Agreement Being Amended
Hereby Is A Territory Franchise Agreement.) Subjéct to the conditions set
forth below (including the Growth Ready Standards described in Section
6), PHI hereby grants to Operator the right to develop and operate
WingStreet outlets as co-branded units within some or all of Operator’s

- Pizza Hut System Restaurants within the: Territory, whether now existing
or hereafter developed by Operator under the Territory Franchise
Agreement. The WingStreet outlets to be operated by Operator hereunder
are also referred to herein as “W$ Co-Brand Qutlets” and individually as a
“WS Co-Brand OQutlet.” '




C. Operator’s Notice of WS Co-Brand Outlet Development. Operator shall
notify PHI in writing in accordance with PHI's site registration policies
each time Operator elects to develop and operate one or more WS Co-
Brand Outlets pursuant to the rights granted hereby.

Exclusivity, Pursuant to the License Agreement between WS and PHI, PHI and its
franchisees will have the exclusive right to develop, open and operate WingStreet
units in the continental United States (excluding Hawaii) through September 30,
2011 (the “Exclusivity Period”). If PHI franchisces open 1,000 or more
WingStreet outlets prior to the expiration of the Exclusivity Period (excluding WS
Co-Brand Qutlets that have been refranchised by PHI or its affiliates), then such
exclusivity shall remain with PHI and its franchisees in perpetuity and
“Exclusivity” will have been attained. If PHI franchisees open fewer than 1,000
WingStreet outlets prior to the expiration of the Exclusivity Period, then YUM!
Brands, Inc. may thereafter offer WingStreet opportunities to persons other than
Pizza Hut franchisees (including, without limitation, through other YUM!'s
Brands, Inc. brands, networks and/or subsidiaries). This Exclustvity Period shall
be extended if, and to the extent that, PHI franchisees collectively are materially
delayed in their ability to develop WingStreet units due to circumstances
reasonably beyond their control, including (without limitation) failure by PHI to
perform its obligations to franchisees under this Addendum; nonavailability of
required signs, equipment or other fixtures; national emergencies or moratoria; or,
material general restrictions of commercial property development, provided,
however, that financial factors, such as the inability of PHI franchisees to obtain
financing for WingStreet unit development or the economic performance of
existing WingStreet units, shall not give rise to any extension of the Exclusivity
Period.

(If the Pizza Hut Franchise Agreement Being Amended Hereby is a Territory
Franchise Agreement.) In the event that PHI franchisees achieve Exclusivity by
the conclusion of the Exclusivity. Period as above provided, then Operator agrees
that PHI. and LP.H.F.H.A. will develop standards addressing what constitutes
adequate WingStreet trade area coverage (“Adequate WingStreet Trade Area
Coverage”) and the rights and obligations of, and the procedures to be followed
by, the parties if it is determined that a franchisee is not providing Adequate
WingStreet Trade Area Coverage. Such agreement between PHI and LP.HF.H.A.
will be binding upon Operator and PHI, provided, however, that under any such
future standards, PHI's only remedy if a franchisce fails to provide “Adequate
WingStreet Trade Area Coverage” will be for PHI to develop, open and operate
freestanding WingStreet outlets within Operator’s Territory if, but onty if, PHI
first demonstrates, based upon one year’s operation of the number of units set forth
below in the applicable County group, that such units can sustain themselves
financially as free-standing WingStreet units:

“A” Counties - - $iX units.
“B” Counties - - SiX units.



“C” Counties - - four units.
“D™ Counties - - four units.

County groups shall be defined as set forth in that certain Settlement
Agreement, dated September 30, 2005 by and between PHI and
I.P.HF.H.A., which definition may be changed from:time to time by mutual
agreement between PHI and ILP.HF.H A.

Satisfaction of the WingStreet financial sustainability criteria referred to herein
shall be determined on a county category basis, as set forth above. By way of
example only, if PHI can demonstrate the sustainability of freestanding WingStreet
outlets in “A” Counties, but not in “B”, “C” or “D” Couniies, in such event PHI
shall be entitled to develop freestanding WingStreet outlets in “A” Counties but in
no others. Operator may be requested to assist PHI in dzveloping certain such
freestanding WingStreet units in “C” and “D” Counties at PHI’s expense. Should
Operator agree to do so and thereafter operate such a “test” unit in a “C” or “D”
County, then PHI will, upon request of Operator, refranchise: such unit to Operator,
in consideration for which Operator will reimburse PHI for its construction and
other non-recouped costs of developing and operating suck unit; will pay on and
after such date as the unit is transferred to Operator ihe Service Fees and
advertising expenditures required by this Addendum; but, shall be relieved from
paying any initial franchise (or similar) fee otherwise due hereunder.

Moreover, it is expressly understood that if PHI franchisei:s achieve WingStreet
Exclusivity, then in addition to its foregoing right to develop freestanding
WingStreet units in certain circamstances, PHI shall also have the right to develop
co-branded Pizza Hut delivery/WingStreet outlets: (i) if the Franchise Agreement
being amended hereby is a Territory Franchise Agreement, within Operator’s
Territory if Operator does not provide Adequate Delivery Service within its
Territory, and, (ii) if the Franchise Agreement being amended hereby is a Location
Franchise Agreement and Operator does not provide Adequate Delivery Service,
-within Operator’s defined “Delivery Area”, but in each instance under (1) and (i1)
only if such Ouitlet can be financially viable as Pizza Hul Delivery Restaurant,
without WingStreet as a co-brand. - !

Operator’s Right Of First Refusal. In the event that PI1I franchisees in the
aggregate do not develop and open 1,000 or more WingStieet outlets within the
Exclusivity Period as provided above, but Operator has within such Exclusivity
Period opened WS Co-Brand Outlets representing an equivalent of twenty-five
percent (25%) -of Operator’s total Pizza Hut System Restaurants, then Operator
shall have the right of first refusal to develop additional WingStreet units within,
as applicable, Operator’s Territory (if the Franchise Agreemént amended hereby is
a Territory Franchise Agreement) or Operator’s Single Site Regions, if any (if the
Franchise Agreement(s) amended hereby are Location Franchise Agreements).
Operator’s right of first refusal shall be exercised as follows: PHI will give
Operator written notice that, based upon its review of the 'applicable trade area,




PHI has determined to open a WS Co-Brand Outlet within the Territory or Single
Site Regions (as applicable) or, alternatively, that PHI has received a written
indication of interest from a third party in which the third party commits to open a
WS Co-Brand Outlet within the Territory or Single Site Region (as applicable).
Operator will have three months from the date written notice from PHI is decmed
effective under the Franchise Agreement (the “Response Deadline™) to commuit in
writing to develop the WS Co-Brand Qutlet in question, and six months thereafter
to open the WS Co-Brand Outlet. If Operator does. not comply with these timing
requirements, then PHI or WS may develop, open and operate such outlet or may
offer the right to open and operate 2 WS Co-Brand Outlet within the Territory or
Single Site Region (as applicable) to any person, including (without limitation)
persons other than Pizza Hut franchisees, provided, however, that: (1) if such WS
Co-Brand Outlet is not developed and opened by PHI, WS or such third party
within six months following Operator’s Response Deadline, then PHI, WS or the
third party’s right to develop and operate the WS Co-Brand Outlet shall be deemed
to have lapsed, Operator’s right of first refusal hereunder shall-be automatically
restored and, should PHI subsequently determine to- open or license a WS Co-
Brand Outlet within Operator’s Territory or Single Site Region (as applicable),
PHI will again be required to follow the written notice procedure set forth herein
in order to permit Operator to exercise its restored right of first.refusal, and (ii)
even if such WS Co-Brand Outlet is opened, Operator’s right of first refusal
hereunder shall nevertheless pertain to any succeeding opportunities to develop
WS Co-Brand Qutlets within, as applicable, Operator’s Territory or Single Site
Region (if any). '

Growth Ready Standards. PHI may utilize only the Growth Ready Standards
attached hereto as Exhibit A in determining whether Operator is qualified to begin
developing co-branded WingStreet outlets. If Operator desires to begin
development of WingStreet outlets but does not satisfy said Growth Ready
Standards, then PHI will so notify Operator in a prompt fashion and will work
with Operator to cure any deficiencies and otherwise assist Operator in satisfying
such Growth Ready Standards. Such Growth Ready Standards, as set forth in
Exhibit A hereto, shall remain in effect until January 1, 2011, and thereafter shall
only be amended following consultation with LP.HL.LF.H.A. PHI shall hold itself to
the same standards with regard to its qualification to begin development of
WingStreet outlets.

WingStreet Development Rights Reserved to PHI and YUM! - - General.
Notwithstanding anything to the contrary set forth herein, PHI, YUM! and/or the
affiliates or designees of either such entity shall at all times have the right to
themselves develop, and/or license or franchise to others the right to develop,
WingStreet outlets on an “express” basis at any or all of the following locations,
and regardless of whether any such location is situated within Operator’s Territory
(if Operator operates under a Territory Franchise Agreement) or immediately
adjacent or proximate to Operator’s Location(s) (if Operator operates under a
Location Franchise Agreement): airports; zoos; stadiums; transportation terminals;




college and university food courts; military bases; toll roads; and, amusement
parks. PHI, Yum! or their affiliates or designees also shall have the right at any
time to establish and operate any WingStreet outlet, WingStreet Express or Ws
Co-Brand Outlet in any trade area, market or other geographic area occupied
solely by PHI company-owned System Restaurants or any other area not otherwise
a franchisee Territory or Single Site Region (collectively the “PHI Trade Areas”).
The foregoing reservation of WingStreet development rights reserved to PHI,
Yum! Brands, Inc. or its affiliates or designees shall be in addition to and not in
place of PHI's, Yum! Brand, Inc.’s, or their affiliate’s or dssignee’s rights reserved
in the Franchise Agreement.

WingStreet Development Rights Reserved to PHI and YUM! - . Target
Department Stores. Notwithstanding anything to the contrary set forth herein or in
the Franchise Agreement, PHI, YUM! and/or the affiliates or designees of either
such entity may develop WingStreet units upon the premises of Target department
stores (“Target/WingStreet Units™) situated within any PH! Trade Area. Except as
provided in the preceding sentence, PHI shall not develop Target/WingStreet units
until after December 31, 2008 and then only in accordance with the terms of that
certain Letter Agreement dated September 30, 2005 by and between YUM !, PHI
and LP.H.F.H.A. relating to the development of such WingStreet/T arget units (the
“Target/WingStreet Agreement™), a copy of which has been provided to Operator
together with this Addendum, and receipt of which is hereby acknowledged by
Operator. ‘ '

Notwithstanding anything herein to the contrary, PHI and YUM! shall have the
right to develop as many WingStreet/T: arget Units as it/they desire should PHI
franchisees fail to achieve WingStreet “Exclusivity” as defined in Section 4 of this
Addendum.

Franchise Agreement Governs. Except as expressly otherwise provided herein,
each W8 Co-Brand Outlet developed and operated by Opeiator hereunder shall in
all respects operate under and be governed by the terms, piovisions, requirements
and restrictions of Operator’s Franchise Agreement. S'olely~ for the sake of
convenience to achieve this goal, the WingStreet System $hall be treated as if it
were-a System Restaurant Concept under the Franchise Agreement and each such
WS Co-Brand Outlet franchised hereunder shall be treated as if it were a “System
Restaurant” under Operator’s Franchise Agreement, with all of the rights,
privileges, restrictions and prohibitions associated therewith in the Franchise
Agreement providéd, however, that Operator expressly stipulates that, as set forth
at the outset of this Addendum, the WingStreet System and concept is owned by
WS (itself owned by YUM!) and may not in any fashion b¢ deemed to fall within

* the ‘embrace of Operator’s Franchise Agreement (whether.as a “New Concept”,

line extension or otherwise). Notwithstanding the forejoing, it is expressly
understood that no default by Operator hereunder with regard to its development
and operation of WS Co-Brand Outlets shall in any fashion be deemed to effect or
relate to Operator’s Pizza Hut franchise rights under the Franchise Agreement;
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instead, as pertains to this Addendum, all rights and remedies afforded to PHI
under the Franchise Agreement shall be confined to Operator’s WingStreet
operations in the event of a breach or default by Operator of its WingStreet
development and operation duties and obligations. Operator accepts the license(s)
granted under this Addendum and further agrees to construct, maintain and operate
the WS Co-Brand Outlet(s) in accordance with such WingStreet plans and
specifications; any confidential manual which may be furnished to Operator; other
manuals and procedures as may be included in the WingStreet System, as revised
from time to time; and, in accordance with the WingStreet System and the terms of
this Addendum. Operator shall not be permitted to open any WS Co-Brand Qutlet
unless at the time of such opening Operator is current on all monetary obligations
due to PHI or any of its affiliates; Operator and its affiliates have no outstanding,
uncured notice of default under either the Franchise Agreement or any other
franchise agreement between Operator or any of its affiliates and PHI or any of its
affiliates; and, Operator has certified to PHI that the WS Co-Brand Outlet was
constructed in accordance with the plans and specifications theretofore furnished
to Operator; that the equipment installed at the WS Co<Brand Outlet complies with
the latest equipment specifications theretofore furnished to Operator; and, that the

~ WS Co-Brand Outlet complies in all material respects with all federal, municipal,

county and other applicable laws, rules and regulations.

PHI Assistance. PHI will make available to Operator its customary resources to
assist Operator and other PHI franchisees in the expeditious development of the
WingStreet brand. . :

Initial Franchise Fee. Notwithstanding anything to the contrary in Article IX of
the Territory Franchise Agreement or Section 9.1 of the Location Franchise
Agreement (as applicable), through December 31, 2008, Operator shall have no
obligation to pay any initial franchise fee whatsoever to PHI in connection with
Operator’s development and opening of WS Co-Brand Outlets. For each WS Co-
Brand Outlet which Operator opens on or after January 1, 2009, Operator hereby
agrees to pay an initial franchise fee to PHI in the amount of Ten Thousand
Dollars ($10,000.00), such initial franchise fee to be payable immediately upon the
opening of each such WingStreet co-branded unit and deemed fully earned and
nonrefundable when paid.

Service Fees. In consideration of the issuance of the franchise granted hereby,

Operator shall pay to PHI a monthly or periodic (based on the 13 equal periods per
year) service fee (the “Service Fee”) in an amount equal to the following

percentages applied to Operator’s prior period’s WingStreet Gross Sales (as
hereinafter defined) for each of Operator’s WS Co-Brand Outlets opened prior to
January 1, 2009: 5.00% with respect to Operator’s WingStreet Gross Sales
accruing during the first two years following the opening of such WS Co-Brand
Outlet; 5.50% during the third and fourth years following the opening of such WS
Co-Brand Outlet; and, 5.75% through the balance of the term of this Addendum.
For such of Operator’s WS Co-Brand Outlets opened on or after January 1, 2009,
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the Service Fee shall be 5.75% of Operator’s WingStree: Gross Sales through the
balance of the term of this Addendum. Such Service Fees will be due and payable
within twenty (20) days after the end of each month or period, as applicable.

“WingStreet Gross Sales” is hereby defined to mean revenues received or
receivable in connection with Operator’s sale of any product which is: (i} prepared
in a WS Co-Brand Outlet; (ii) features a fried food item (by way of example only,
a WingStreet salad which features a WingStreet food itern prepared in a fryer as a
top dressing); and, (iii) is not pizza, pasta or any other Italian food item.

Operator’s sale of soft beverages and alcohol shall not be subject to any service fee
hereunder but, instead, shall be subject to the Service Fee payment requirements
imposed upon Operator by the Franchise Agreement.

Advertising.  Notwithstanding Article VI of the Territory Franchise Agreement
or Section 7 of the Location Franchise Agreement (as applicable), and subject to
the remainder of this section, during the period that the Advertising Committee
Agreement between PHI and IPHFHA, Inc. is in force, Operator shall contribute
all national advertising contributions to the IPHFHA, Inc. (“IPHFHA”) for
contribution to the national advertising fund administered by the Advertising
Committee. Thereafter, Operator shall contribute all national advertising
contributions to PHI. "Contract Year" means the period commencing on the date
Operator opens the WS Co-Branded OQutlet embraced by this Addendum and
ending on the date that is the last day of the calendar month in which the first
anniversary of such WS Co-Branded Outlet opening falls, and each consecutive
period of twelve months thereafter. With regard to any previously developed and
currently existing WS Co-Brand Outlet operated by Operator which becomes
subject to this Addendum, “Contract Year” means the period commencing on the
effective date of the Addendum and ending on the date that is the last day of the
calendar month in which the first anniversary of such effective date falls, and each
consecutive period of twelve months thereafter. “WingStieet Gross Sales” bears
the definition accorded that term in Section 12 of this Addeadum.

For each WS Co-Brand Outlet opened by Operator on or after September 30, 2005

but before the earlier of (i) December 31, 2008 or (ii) the date on which PHI
franchisees collectively shall have developed and opened' an aggregate of 1,000
WS Co-Brand Outlets within the United States of America (excluding Hawaii),
Operator will: (a) make a one-time advertising contribution of $1:000 to national
advertising for each WS Co-Brand Outlet opened by Operator, payable to the
Advertising Committee no later than ten days after the date the Outlet opens, to be
expended on Pizza Hut base brand advertising, and (b) ccntribute or expend (as

~applicable), in that fashion indicated below, the following - percentages of

Operator’s prior period’s WingStreet Gross Sales:



