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THIS AGREEMENT (the "Agreement") is betwéen QUIZNO'S FRANCHISING
LLC, a Colorado limited liability company located at 1415 Larimer Street, Denver, Colorado
80202 ("Franchisor"), and the franchisee listed above ("Franchisee"), who agree as follows:

1. PURPOSE

1.1 Franchisor and its affiliates have developed methods for establishing, operating,
and promoting restaurants offering submarine sandwiches, salads, other food products and
beverages, and related restaurant and carry out services ("QUIZNO'S Restaurants" or
"Restaurants"), which include the use and license of certain valuable trade names, service
marks, and trademarks (the "Marks") owned by an affiliate of Franchisor and licensed to
Franchisor, mcludmg the Mark "QUIZNO'S," and the affiliate’s distinctive techniques, expertise,
and knowledge in establishing, operating, and promoting restaurants and related licensed
methods of doing business (the "Licensed Methods") :

1.2 Franchisor grants the right to others to estabhsh and operate Restaurants under the
Marks and using the Licensed Methods

1.3 Francmsce recognizes and adcnowledges the benefits to be derived from being
identified and associated with Franchisor, and being able to utilize the Restaurant system and
coneepts, and therefore desires to establish a Restaurant at an approved location. ‘Franchisor is
willing to grant Franchisee the right to operate a Restaurant under the terms and conditions
contained in this Agreement.

2. GRANT OF FRANCHISE

2.1 Grant of Franchise. Franchisor grants to Franchisee, and Franchisee accepts
from Franchisor, the right to use the Marks and Licensed Methods in comnection with
establishing and operating a Restaurant at the location described in Section 3. Franchisee agrees
to use the Marks and Licensed Methods, as they are changed, improved, and further developed
by Franchisor and its affiliates from time to time, only in accordance with the terms and
conditions of this Agreement. o '

2.2 Scope of Franchise Operations. Franchisee agrees at all times faithfully,
honestly, and diligently to perform its obligations under this Agreement, to use best efforts to
promote its Restaurant, and not to engage in any other business or activity that conflicts with the
operation of the Restaurant in compliance with this Agreement. Franchisee agrees to utilize the

QUIZNO'S AMENDED FA 07/2002
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renewal fee), Franchisor shall give notice to that effect to Franchisee no later than ninety (90)
days before expiration of the primary term.

'18. DEFAULT AND TERMINATION

18.1 Termination by Franchisee. Franchisee shall have the right to terminate this
Agreement if Franchisor materially fails to comply with this Agreement and fails to cure its
default within thirty (30) days after delivery of written notice of the default from Franchisee.
Notwithstanding the foregoing, if the breach is curable but is of a nature which cannot
reasonably be cured within such thirty (30) day period and Franchisor has commenced and is
continuing to make good faith efforts to cure the breach, Franchisor shall be given an additional
reasonable period of time to cure the same, and this Agreement shall not terminate. Any
termination by Franchisee other than in accordance with this Section will be deemed a
termination by Franchisee without cause.

18.2 Terminationv by Franchisor - Effective Upon Netice. Franchisor shall have the
right, at its option, to terminate this Agreement and all rights granted Franchisee, without
affording Franchisee any opportunity to cure any default (subject to any state laws to the
contrary, in which case state law shall prevail), effective upon delivery to Franchisee of a
termination notice, upon the occurrence of any of the following events:

(a)  Unauthorized Opening. If Franchisee begins operating the Restaurant
without having obtained Franchisor's prior written consent, as required in Section 6.9;

(b)  Unauthorized Disclosure. If Franchisee or any person under Franchisee's

~confrol intentionally or mnegligently discloses. to any unauthorized person, or copies or

reproduces, the contents or any part of the Operations Manual or any other trade secrets or
confidential mfonnatlon of Franchisor or its affiliates; -

(c)  Fraud or Conduct Affecting the Marks. If Franchisee commiits fraud in
connection with the purchase or operation of the Restaurant or otherwise engages in conduct
that, in the sole judgment of Franchisor, materially impairs the goodwxll associated with the
Marks; -

(d) Abandonment. If Franchisee ceases to operate the Restaurant or
otherwise abandons the Restaurant for a period of five (5) consecutive days, or any shorter
period that indicates an intent by Franchisee to discontinue operation of the Restaurant, unless
and only to the extent that full operation of the Restaurant is suspended or terminated due to fire,
flood, earthquake, or other similar causes beyond Franchisee's control and not related to the
availability of funds to Franchisee;

(e)  TInsolvencv: Assignments. If Franchisee becomes insolvent or is
adjudicated a bankrupt; or any action is taken by Franchisee, or by others against Franchisee,
under any insolvency, bankruptcy, or reorganization act (this provision might not be enforceable
under federal bankruptcy law, 11 U.S.C. §§ 101 et seq.); or if Franchisee makes an assignment
. for the benefit of creditors; or a receiver is appomted for Franchisee;

22
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® Unsatisfied Judgments; Levy: Foreclosure. If any material judgment
(or several judgments which in the aggregate are material) is obtained against Franchisee and
remains unsatisfied or of record for thirty (30) days or longer (unless a supersedeas or other
appeal bond has been filed); or if execution is levied against Franchisee's business or any of the
property used in operating the Restaurant and is not discharged within five (5) days; or if the real
or personal property of Franchisee's business shall be sold after levy by any sheriff, marshall, or
constable;

(g  Criminal Conviction. If Franchisee (or any of its Bound Parties, as
defined in Section 20.1) is convicted of a felony, a crime involving moral turpitude, or any crime
or offense reasonably likely, in the sole opinion of Franchisor, to materially and unfavorably
affect the Licensed Methods, Marks, and associated goodwill and reputation;

(h) Failure to Make Payments. If Franchisee fails to pay any amounts due
Franchisor or its affiliates w1thm ten ( 10) days after dehvery of notlce that such fees or amounts
are overdue;

@ Financial Reporting. If Franchisee intentionally underreports Gross
Sales in any amount or negligently underreports Gross Sales by five percent (5%) or more during
any reporting period;

. @ Failure to Complete Training or Open. If Franchisee (or its Managing
Ovwmner and Designated Manager) fails to complete the initial training program to Franchisor's
satisfaction or to commence operations of the Restaurant within the required time penod

(k)  Misuse of Marks. If Franchisee misuses or fails o follow Franchlsofs -
directions and guidelines concerning use of the Marks and fails to correct the misuse or fzulure
within ten (10) days after delivery of notice from Franchisor; :

) Repeated Noncompliance. If Franchisee has received three (3) notices of
default from Franchisor within a twelve (12) month penod regardless of whether the defaults
were cured by Franchisee;

(m)  Right to Possession of Property. If Franchisee loses the right to occupy
the Restaurant's premises because of its default under the lease or Sublease or defaults under any
agreement related to use or operation of the Restaurant;

(n) Unauthonzed Transfer. If Franchisee sells, transfers, or otherwise
assigns the franchise, an interest in the franchise or Franchisee entity, this Agreement, the
 Restaurant, or a substantial portion of the assets of the Restauram without complying with the
pro v1sxons of Section 16;

(o)  Termination of Other Franchise Agreement. If Franchisor or any of its
affiliates issues a notice of termination with respect to any other franchise agreement between
Franchisor or any such affiliate and Franchisee (or any other legal entity in which Franchisee, or
one of its owners with at least a twenty-five percent (25%) ownership interest in Franchisee, is
the sole owner or managing owner) governing the operation of another Quizno's Restaurant;

23
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(p)  Loan Default. If Franchisee commits a default under any loan from or
equipment lease with Franchisor, its affiliates, or a third party and fails to cure that default by the
date specified by the lender or equipment lessor; or

(@)  Unsafe or Unsanitary Conditions. If Franchisee creates or allows to
exist any condition in or at the Restaurant, or on or about the Restaurant’s premises, which
Franchisor reasonably believes presents health or safety concerns for the Restaurant’s customers

or employees.

18.3 Termination by Franchisor - Thirtv Days Notice. Franchisor shall have the
right to terminate this Agreement (subject to any state laws to the contrary, in which case state
law shall prevail), effective upon delivery of thirty (30) days' prior written notice to Franchisee,
if Franchisee breaches any other provision of this Agreement, including, but not limited to, if
Franchisee fails to comply with the Operations Manual, and fails to cure the default during such
- thirty (30) day period. In that event, this Agreement will terminate without further notice to
‘Franchisee, effective upon expiration of the thirty (30) day period. Notwithstanding the
foregoing, if the breach is curable, but is of a nature which cannot reasonably be cured within
such thirty (30) day period and Franchisee has commenced and is continuing to make good faith
efforts to cure the breach, Franchisee shall be given an additional reasonable penod of time to
cure the same, and this Agreement shall not terminate.

18.4 Late Fee. In addition to its other rights and remedies, Franchisor may charge
Franchisee a late fee of one hundred dollars ($100) per violation by Franchisee of any term or
condition of this Agreement, including, without limitation, failure to pay (or to have adequate
amounts available for electronic transfer for) amounts owed Franchisor or its affiliates or failure
to timely provide required reports. This fee may be changed or eliminated by Franchisor.

18.5 Failure to Comply with Reporting Requirements. If Franchisee fails to
prepare and submit any statement or report required under Section 15, then Franchisor shall have
the right to treat Franchisee's failure as good cause for termination of this Agreement. In
addition to all other remedies available to Franchisor, in the event that Franchisee fails to prepare
and submit any statement or report required under Section 15 for two (2) consecutive reporting
periods, Franchisor shall be entitled to make an audit, at the expense of Franchisee, of
Franchisee's books, records, and accounts, including Franchisee's bank accounts. The statements
or reports not previously submitted shall be prepared by or under the direction and supervision of
an independent certified public accountant selected by Franchisor. In addition to its other rights
and remedies, if Franchisee fails to comply with the reporting requirements under Section 15,
Franchisor shall have the right to collect, in addition to the late fee, Six Hundred Fifty Dollars
($650) per week for Royalty payments and One Hundred Dollars ($100) per week for advertising

-payments (or a greater amount if Franchisor reasonably estimates that the Restaurant is
generating higher Gross Sales), provided that any amounts will be reconciled and adjusted as
needed when Franchisor receives actual Gross Sales amounts.

18.6  Right to Repurchase. Except in the case of a renewal under Section 17, upon
termination or expiration of this Agreement for any reason, Franchisor shall have the option to
purchase the Restaurant, or a portion of the assets of the Restaurant (including any furniture,
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fixtures, equipment and improvements), and which may include, at Franchisor's option, all of
Franchisee's leasehold interest in and to the real estate upon which the Restaurant is located, but
not including any other interest in real property. The purchase price for the assets to be
transferred will be thirty percent (30%) of the Gross Sales of the Restaurant during the twelve
(12) calendar months immediately preceding the date of termination or expiration and will be
adjusted by setting off and reducing the purchase price by any amount then owing by Franchisee
to Franchisor or its affiliates, including any amounts paid by Franchisor to cure Franchisee's
defaults with third parties such as landlords (the decision to pay such cure amounts to be the sole
decision of Franchisor). The following additional terms shall apply to Franchisor's exercise of

this option: '

4 (@  Franchisor's option shall be exercisable by providing Franchisee with
written notice of its intention to exercise the option no later than the effective date of
termination, in the case of termination (unless Franchisee terminates without notice or
Franchisee terminates for cause, in which case Franchisor shall have thirty (30) days after receipt
--of actual notice of the termination or such additional time as is reasonably necessary given the -
circumstances), or at least thirty (30) days prior to the expiration of the term of the franchise, in
circumstances where no renewal is granted; .

- (b)  Franchisor and Franchisee agree that the terms and conditions of this right
and option to purchase may be recorded, if deemed appropriate by Franchisor, in the real
property records, and Franchisor and Franchisee further agree to execute such additional
documentation as may be necessary and appropriate to effectuate such recording;

(c) The closing for the purchase will take place no later than sixty (60) days
after delivery to Franchisee of written notice of Franchisor's exercise of its option. Franchisor has
the unrestricted right to assign this option to purchase at any time to a third party, who then will
have the rights described in this Section. Franchisor will pay the purchase price in full at the
closing or, at its option, in twenty-four (24) equal consecutive monthly installments, with interest
at a rate equal to the prime lending rate as of the closing at Franchisor's primary bank.
Franchisee must sign all documents of transfer reasonably necessary for purchase of the
Restaurant by Franchisor, which documents shall include all customary representations and
warranties from Franchisee as to ownership and condition of, and title to, the assets of the
Restaurant being transferred. All assets must be transferred free and clear of all liens and
encumbrances, with all sales and transfer taxes paid by Franchisee. Franchisee and its owners
further agree to sign general releases, in a form satisfactory to Franchisor, of any and all claims
against Franchisor and its affiliates and their respective shareholders, officers, directors,
- employees, agents; successors, and assigns; and

(d)  Franchisee agrees that it shall beobligated to operate the Restaurant,
according to this Agreement's terms, during the period in which Franchisor is deciding whether
to exercise its option to purchase and until the closing takes place, and that a condition to closing
is that the Restaurant has remained open during that time period. Franchisor may decide not to
exercise its option to purchase at any time before closing if it determines that any of the
conditions noted above have not been or cannot be satisfied.
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In the event that Franchisor does not exercise its right to repurchase Franchisee's
Restaurant as set forth above, Franchisee will be free, after such termination or expiration, to
keep or to sell to any third party all of the physical assets of its Restaurant; provided, however,
that all Marks are first removed in a manner approved in writing by Franchisor.

18.7 Obligations of Franchisee Upon Termination or Expiration. Franchisee is
obligated upon termination or expiration of this Agreement to immediately:

(@) Pay all Royalties and other amounts then owed Franchisor o its affiliates
pursuant to this Agreement or otherwise;

(b)  Cease identifying itself as a QUIZNO'S franchisee and cease using any
Marks, trade secrets, signs, symbols, devices, trade names, or other materials of Franchisor and
its affiliates; .

(c)  Immediately cease to identify the Franchised Location as being, or having
been, associated with Franchisor and immediately cease using the Marks and Licensed Methods;

(d)  Deliver to Franchisor all signs, sign-faces, advertising materials, forms,
and other materials bearing any of the Marks or otherwise identified with Franchisor;

(¢)  Immediately deliver to Franchisor the Opcrations Manual and all other
information, documents, and copies which are proprietary to Franchisor and its affiliates;

H Promptly take such action required to cancel all fictitious or assumed
name or equivalent registrations relating to its use of any Marks or, at the option of Franchisor,
assign the same to Franchisor; | :

(g)  Notify the telephone company and all telephone directory publishers of the
termination or expiration of Franchisee's right to use any telephone number and any regular,
classified, or other telephone directory listings associated with any Mark and authorize their
transfer to Franchisor or its designee. Franchisee acknowledges that, as between Franchisee and
Franchisor, Franchisor has the sole rights to and interest in all telephone, telecopy, or facsimile
machine numbers and directory listings associated with any Mark. Franchisee authorizes
Franchisor, and hereby appoints Franchisor and any of its officers as Franchisee's attorney-in-
fact, to direct the telephone company and all telephone directory publishers to transfer any
telephone, telecopy, or facsimile machine numbers and directory listings relating to the
Restaurant to Franchisor or its designee, should Franchisee fail or refuse to do so, and the
telephone company and all telephone directory publishefé may accept such direction or this
~ Agreement as conclusive of Franchisor's exclusive rights in such telephone numbers and
directory listings and Franchisor's authority to direct their transfer; and

(h)  Abide by all restrictive covenants set forth in Section 20 of this
Agreement.

18.8  State and Federal Law. THE PARTIES ACKNOWLEDGE THAT, IN THE
EVENT THAT THE TERMS OF THIS AGREEMENT REGARDING TERMINATION
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OR EXPIRATION ARE INCONSISTENT WITH APPLICABLE STATE OR FEDERAL
LAW, SUCH LAW SHALL GOVERN FRANCHISEE'S RIGHTS REGARDING
TERMINATION OR EXPIRATION OF THIS AGREEMENT. :

18.9 Assumption of Management. Franchisor has the right (but not the obligation),
under the circumstances described below, to enter the Restaurant and assume the Restaurant's
management (or to appoint a third party to assume its management) for any time period it deems
appropriate. If Franchisor (or a third party) assumes the Restaurant's management, Franchisee
must pay Franchisor (in addition to the Royalty and Marketing and Promotion Fee) three percent
(3%) of the Restaurant's Gross Sales, plus Franchisor's (or the third party's) direct out-of-pocket
costs and expenses, during this time. If Franchisor (or a third party) assumes the Restaurant's
management, Franchisee acknowledges that Franchisor (or the third party) will have a duty to
utilize only reasonable efforts and will not be liable to Franchisee or its owners for any debts,
losses, or obligations the Restaurant incurs, or to any of Franchisee's creditors for any supplies or
services the Restaurant purchases, while Franchisor (or the third party) manages it.

Franchisor (or a third party) may assume the Restaurant's ‘management under the
following circumstances:

(a)  if Franchisee abandons the Restaurant; or

(b)  if Franchisee fails to comply with any provision of this Agreement and
does not cure the faiture within the time period Franchisor specifies in its notice to Franchisee.

The exercise of Franchisor's rights under subparagraphs (a) or (b) will not affect Franchisor's
right to terminate this Agreement.

19. BUSINESS RELATIONSHIP

19.1 Independent Businesspersons. The parties agree that each of them is an
independent businessperson, their only relationship is by virtue of this Agreement, and no
fiduciary relationship is created under this Agreement. Neither party is lable or responsible for

the other's debts or obligations, nor shall either party be obligated for any damages to any person’

or property directly or indirectly arising out of the operation of the other party's business.
Franchisor and Franchisee agree that neither of them will hold themselves out to be the agent,
employer, or partner of the other and that neither of them has the authority to bind or incur
liability on behalf of the other (unless expressly provided in this Agreement).

19.2  Payment of Third Party Obligations. Franchisor shall have no liability for
- Franchisee's obligations to pay any third parties, including, without limitation, any product
vendors, or for any sales, use, service, occupation, excise, gross receipts, income, property, or
other taxes levied upon Franchisee, Franchisee's property, the Restaurant, or Franchisor in
connection with the sales made or business conducted by Franchisee (except any taxes
Franchisor is required by law to collect from Franchisee with respect to purchases from
Franchisor and Franchisor's income taxes).
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unauthorized manner or disclose the same to any unauthorized person. Franchisee agrees that all
such material is the sole property of Franchisor and its affiliates. Franchisee acknowledges that
the Marks and the Licensed Methods have valuable goodwill attached to them, that their
protection and maintenance are essential to Pranchisor and its affiliates, and that any
- unauthorized use or disclosure of the Marks and Licensed Methods will result in i:reparable
harm to Franchisor and its affiliates. All ideas, concepts, techniques, or materials concerning a
QUIZNO'S Restaurant, whether or not protectable intellectual property and whether created by
or for Franchisee or its owners or employees, must be promptly disclosed to Franchisor and will
be deemed Franchisor's and its affiliates' sole and exclusive property, part of the QUIZNO'S
System, and works made-for-hire for Franchisor and its affiliates. To the extent any item does
not qualify as a "work made-for-hire" for Franchisor and its affiliates, Franchisee assigns
ownershlp of that itern, and all related rights to that item, to Franchisor and its affiliates and must
sign whatever assignment or other documents Franchisor and its affiliates request to show .
ownership or to help Franchisor and its affiliates obtain intellectual property rights in the item.

20.6 Confidentiality Agreement. Franchisor reserves the right to require that
Franchisee cause each of its Bound Parties and Designated Managers (and, if applicable, the
spouse of a Designated Manager) to execute a Nondisclosure and Noncompetition Agreement
containing the above restrictions in a form approved by Franchisor.

21. DISPUTES

21.1 Governing Law/Consent to Venue and Jurisdiction. Except to the extent
governed by the United States Trademark Act of 1946 (Lanham Act, 15 U.S.C. §§ 1051 et seq.)
or other federal law, this Agreement shall be interpreted under the laws of the State of Colorado,
and any dispute between the parties, whether arising under this Agreement or from any other
aspect of the parties' relationship, shall be governed by and determined in accordance with the
substantive laws of the State of Colorado, which laws shall prevail in the event of any conflict of
law. Franchisee and Franchisor have negotlated regarding a forum in which to resolve any
disputes arising between them and have agreed to select a forum in order to promote. stability in
their relationship. Therefore, if a claim is asserted in any legal proceeding involving Franchisee
or any Bound Party and Franchisor, the parties agree that the exclusive venue for disputes
between them shall be in the District Court for the City & County of Denver, Colorado, or the
United States District Court for the District of Colorado, and each party waives any objection it
might have to the personal jurisdiction of or venue in such courts.

21.2  Waiver of Jury Trial Franchisor, Franchisee, and the Bound Parties each waive
their right to a trial by jury. Franchisee, the Bound Parties, and Franchisor acknowledge that the
parties’ waiver of jury trial rights provides the parties with the mutual benefit of uniform
interpretation of this Agreement and resolution of any dispute arising out of this Agreement or
any aspect of the parties' relationship. Franchisee, the Bound Parties, and Franchisor further
acknowledge the receipt and sufficiency of mutual consideration for such benefit.

21.3  Remedies. Except as set forth in Section 21.4, the court will have the right to
award any relief which it deems proper in the circumstances, including, without limitation,
money damages (with interest on unpaid amounts from the date due), lost profits, specific
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performance, injunctive relief, and attorneys' fees and costs. The parties agree that any claim for
lost earnings or profits by Franchisee shall be limited to a maximum amount equal to the net
profits of the Restaurant for the prior year as shown on Franchisee's federal income tax return.
The parties further agree that, in addition to such other damages awarded by the court, if this
Agreement is terminated because of a Franchisee default, Franchisee shall be liable to Franchisor
for a lump sum amount equal to the net present value of the Royalties and Marketing and
Promotion Fees that would have become due following termination of this Agreement for the
period this Agreement would have remained in effect but for Franchisee's default. Royalties and
Marketing and Promotion Fees for purposes of this Section shall be calculated based on the
Restaurant's average monthly Gross Sales for the twelve (12) months preceding the termination
date. :

214  Limitation of Claims. Franchisee and the Bound Parties agree not to bring any
claim asserting that any of the Marks are generic or otherwise invalid. Except with regard to
Franchisee's obligation to pay Franchisor and its affiliates Royalty payments, the Marketing and
Promotion Fee and other advertising fees, and other payments due from Franchisee pursuant to
this Agreement or otherwise, any claims between the parties must be commenced within one ¢8)
year from the date on which the party asserting the claim knew or should have known of the facts
giving rise to the claim, or such claim shall be barred. The parties understand that such time limit
might be shorter than otherwise allowed by law. Franchisee and the Bound Parties agree that
their sole recourse for claims arising between the parties shall be against Franchisor or its
successors and assigns. Franchisee and the Bound Parties agree that the shareholders, directors,
officers, employees, and agents of Franchisor and its affiliates shall not be personally liable nor
named as a party in any action between Franchisor and Franchisee or any Bound Party; provided
that this shall not preclude claims Franchisee has directly against an Area Director. Franchisor,
Franchisee, and the Bound Parties further agree that, in connection with any such proceeding,
each must submit or file any claim which would constitute a compulsory counterclaim (as
defined by Rule 13 of the Federal Rules of Civil Procedure) within the same proceeding as the
claim to which it relates. Any such claim which is not submitted or filed as described above will
be forever barred. The parties agree that any proceeding will be conducted on an individual, not
a class-wide, basis, and that a proceeding between Franchisor and Franchisee or the Bound
Parties may not be consolidated with another proceeding between Franchisor and any other
person or entity. No party will be entitled to an award of punitive or exemplary damages
(provided that this limitation shall not apply to statutory penalties such as those set forth in 15
U.S.C. § 1117(a)). No previous course of dealing shall be admissible to explain, modify, or
contradict the terms of this Agreement. No implied covenant of good faith and fair dealing shall
be used to alter the express terms of this Agreement.

22. SECURITY INTEREST

22.1  Collateral. Franchisee grants Franchisor a security interest ("Security Interest")
in all of the furniture, fixtures, equipment, signage, and realty (including Franchisee's interests
under all real property and personal property leases) of the Restaurant, together with all similar
property now owned or hereafter acquired, additions, substitutions, replacements, proceeds, and
products thereof, wherever located, used in connection with the Restaurant. All items in which a
security interest is granted are referred to as the "Collateral.”
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22.2 Indebtedness Secured. The Security Interest is to secure payment of the
following (the "Indebtedness"):

(a) All amounts due under this Agreement or otherwise by Franchisee;

(b) All sums which Franchisor may, at its option, expend or advance for the
maintenance, preservation, and protection of the Collateral, including, without limitation,
payment of rent, taxes, levies, assessments, insurance premiums, and discharge of liens, together
with interest, or any other property given as security for payment of the Indebtedness;

()  All expenses, including reasonable attorneys' fees, which Franchisor
incurs in connection with collecting any or all Indebtedness secured hereby or in enforcing or
protecting its rights under the Security Interest and this Agreement; and

(d)  All other present or future, direct or indirect, absolute or contingent,
- liabilities, obligations, and indebtedness of Franchisee to Franchisor or third-parties under this
Agreement, however created, and specifically including all or part of any renewal or extension of
this Agreement, whether or not Franchisee executes any extension agreement or renewal
mstruments. -

22.3  Additional Documents. Franchisee will from time to time as required by
Franchisor join with Franchisor in executing any additional documents and one or more
financing statements pursuant to the Uniform Commercial Code (and any assignments,
extensions, or modifications thereof) in form satisfactory to Franchisor. = -

22.4  Possession of Collateral. Upon default and termination of Franchisee's rights
under this Agreement, Franchisor shall have the immediate right to possession and use of the
Collateral. ' o

22,5 Remedies of Franchisor in Event of Default. Franchisee agrees that, upon the
occurrence of any default set forth above, the full amount remaining unpaid on the Indebtedness
secured shall, at the option of Franchisor and without notice, become due and payable
immediately, and Franchisor shall then have the rights, options, duties, and remedies of a secured
party under, and Franchisee shall have the rights and duties of a debtor under, the Uniform
Commercial Code of Colorado, including, without limitation, Franchisor's right to take
possession of the Collateral and without legal process to enter any premises where the Collateral
may be found. Any sale of the Collateral may be conducted by Franchisor in a commercially
reasonable manner. Reasonable notification of the time and place of any sale shall be satisfied
by mailing to Franchisee pursuant to the notice provisions set forth below.

22.6 Special Filing as Financing Statement. This Agreement shall be deemed a
Security Agreement and a Financing Statement. This Agreement may be filed for record in the
real estate records of each county in which the Collateral, or any part thereof, is situated and may
also be filed as a Financing Statement in the counties or in the office of the Secretary of State, as -
appropriate, in respect of those items of Collateral of a kind or character defined in or subject to
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the applicable provisions of the Uniform Commercial Code as in effect. in the appropriate
jurisdiction.

23. MISCELLANEOUS PROVISIONS

23.1 Modification/Exercise of Judgment. No amendment, waiver, or modification of
this Agreement shall be effective unless it is in writing and signed by Franchisor and Franchisee.
Franchisee acknowledges that Franchisor may modify its standards and specifications and
operating and marketing techniques set forth in the Operations Manual unilaterally under any
conditions and to the extent to which Franchisor deems necessary to protect, promote, or
improve the Marks and the quality of the Licensed Methods as long as such modifications are not
specifically prohibited by this Agreement. ' o

Whenever Franchisor has reserved in this Agreement a right to take or to withhold an
action, or to grant or decline to grant Franchisee a right to take or omit an action, Franchisor
may, except as otherwise specifically provided in this Agreement, make its decision or exercise
its rights based on information readily available to Franchisor and its Judgement of what is in its
and/or the system's best interests at the time Franchisor's decision is made, without regard to
cither whether. Franchisor could have made other reasonable or even arguably preferable
alternative decisions or whether Franchisor's decision promotes its financial or other individual
interest.

23.2  Entire Agreement. This Agreement contains the entire agreement between the
parties and supersedes any and all prior agreements. concemning its subject matter. Franchisee
agrees and understands that Franchisor shall not be liable or obligated for any oral
representations or commitments made prior to the execution of this Agreement or for claims of
negligent or frandulent misrepresentation, and that no modifications of this Agreement shall be
effective except those in writing and signed by both parties. Franchisor does not authorize and
will not be bound by any representation of any nature other than those expressed in this
Agreement. Franchisee further acknowledges and agrees that no representations have been made
to it by Franchisor or its affiliates regarding projected sales volumes, market potential, revenues,
profits of Franchisee's Restaurant, or~ operational assistance other than as stated in this
Agreement or in any disclosure document provided by Franchisor or its representatives. Any
policies that the Franchisor adopts and implements from time to tirme to guide it in its decision-
making are subject to change, are not a part of this Agreement, and are not binding on
Franchisor.

23.3  Delegation bv Franchisor. From time to time, Franchisor shall have the right to
delegate the performance of any portion or all of its obligations and duties under this Agreement
to third parties, whether the same are agents or affiliates of Franchisor or Area Directors or
independent contractors with which Franchisor has contracted to provide such services.
Franchisee agrees in advance to any such delegation by Franchisor of any portion or all of its
obligations under this Agreement. Franchisee acknowledges and agrees that Franchisor may not
be bound, and this Agreement may not be modified, by any Area Director without Franchisor's
prior written consent. Franchisee acknowledges and agrees that any such delegation of
Franchisor's duties and obligations to Area Directors does not assign or confer any rights under
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this Agreement upon Area Directors and that Area Directors are not third party beneficiaries of
this Agreement.

234 Agreement Effective. This Agreement shall not be effective until accepted by
Franchisor as evidenced by dating and signing by an officer of Franchisor.

23.5 Review of Agreement. Franchisee acknowledges that it has had a copy of
Franchisor's Uniform Franchise Offering Circular in its possession for not less than ten (10) full
business days, and this Agreement in its possession for not less than five (5) full business days,
during which time Franchisee has had the opportunity to submit same for professional review
and advice of Franchisee's choosing prior to freely executing this Agreement.

23.6  Attorneys' Fees. In the event of any default on the part of either party to this
Agreement, in addition to all other remedies, the party in default will pay the prevailing party (as
determined by the decision-maker in the proceeding) all amounts due and all damages, costs, and
expenses, including reasonable attorneys' fees, incurréd by the prevailing party in any legal
action or other proceeding as a result of such default, plus interest at the lesser of two percent
(2%) per month or the highest commercial contract interest rate allowable by law accruing from
the date of such default. Additionally, if Franchisee withholds any amounts due Franchisor,
Franchisee shall reimburse Franchisor's costs of collecting such amounts, including reasonable
attorneys' fees and expenses. '

23.7 Injunctive Relief. Nothing herein shall prevent Franchisor or Franchisee from
seeking injunctive relief in appropriate cases to prevent urreparable harm.

23.8 No Waiver. No waiver of any condition or covenant contained in this
Agreement, or failure to exercise a right or remedy, by Franchisor or Franchisee shall be
considered to imply or constitute a further waiver by Franchisor or Franchisee of the same or any
other condition, covenant, right, or remedy.

23.9 No Right te Set Off. Franchisee shall not be allowed to»set off amounts owed to
Franchisor or its affiliates for Royalties, fees, or other amounts due against any monies owed to
Franchisee, which right of set off is hereby expressly waived by Franchisee.

23.10 Invalidity. If any provision of this Agreement is held invalid by any tribunal in a
final decision from which no appeal is or can be taken, such provision shall be deemed modified
to eliminate the invalid element, and, as so modified, such provision shall be deemed a part of
this Agreement as though originally included, The remaining provisions of this Agreement shall
not be affected by such modification.

23.11 Notices. All notices required to be given under this Agreement shall be given in
writing, by certified mail, refurn receipt requested, or by any delivery service providing
documentation of receipt, at the address set forth in the first paragraph of this Agreement, or at
the Franchised Location's address (after Franchisee's Restaurant has first opened for business), or
at such other addresses as Franchisor or Franchisee may designate from time to time, and shall
be deemed delivered (a) on the date shown on the return receipt or in the courier's records as the
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date of delivery or (b) on the date of first attempted delivery, if actual delivery cannot for any
reason be made,

23.12 Acknowledgment. BEFORE SIGNING THIS AGREEMENT, FRANCHISEE
SHOULD READ IT CAREFULLY WITH THE ASSISTANCE OF LEGAL COUNSEL.
FRANCHISEE ACKNOWLEDGES THAT:

(A) THE SUCCESS OF THIS BUSINESS VENTURE INVOLVES
SUBSTANTIAL RISKS AND DEPENDS UPON FRANCHISEE'S ABILITY AS AN
INDEPENDENT BUSINESS PERSON AND ITS ACTIVE PARTICIPATION IN THE
DAILY AFFATRS OF THE BUSINESS, AND

(B) NO ASSURANCE OR WARRANTY, EXPRESS OR IMPLIED, HAS
BEEN GIVEN AS TO THE POTENTIAL SUCCESS OF SUCH BUSINESS VENTURE
OR THE EARNINGS LIKELY TO BE ACHIEVED, AND

{© NO STATEMENT REPRESENTATION OR OTHER ACT, EVENT,
OR COMMUNICATION, EXCEPT AS SET FORTH IN THIS DOCUMENT AND IN
ANY OFFERING CIRCULAR SUPPLIED TO FRANCHISEE, IS BINDING ON
FRANCHISOR IN CONNECTION WITH THE SUBIECT MATTER OF THIS
AGREEMENT.

[Signatures on Following Page]

_ 35
QUIZNO'S AMENDED FA 07/2002
CHGO1:30161223.v1



Case 1:06-cv-02528-JLK  Document 9-2

Filed 12/18/2006 Page 20 of 40

IN WITNESS WHEREOF, the parties have executed this Franchise Agreement as of
the Effective Date shown on the first page hereof

QUIZNO'S FRANCHISIN GLLC

MW

Title: Danaty Chiel Ceneral Counsel
Date: 4 Z ? ﬂ Z
FRANCHISEE:

Sign here if you are taking the franchise as an
INDIVIDUAL(S)
(Note: use these blocks if you marked on Exhibit 5
that you are an individual or a partnershxp but the
partnership is not a separate legal entity)

i M Cdin .

Signature
Print Name: f)cme (G Ceterdr.
Date: 8([7 i / 0L

Oudy QQ (ntzr

Print ameﬁ\ gnt E MM
Date: 5{! f

Signature
Print Name: /)G /L (v . £ALTHE S
Date: - P - Z o007

Signature
Print Name: Ma d e\
Date: F-19-0a
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Sign here if you are taking the franchise as a
CORPORATION, LIMITED LIABILITY
COMPANY OR PARTNERSHIP

Print Name of Legal Entity

Signatuore

Print Name:
Title:
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changing the Royalty and other fee amounts; provided that Franchisee shall not be required to
pay a new Imitial Franchise Fee.

173 Exercise of Remewal. Franchisee may exercise its option to renew by giving
written notice of such exercise to Franchisor not more than one (1) year nor less than one

.1

ghty (180) days prior to the expiration of the primary lernm. Franchisee must also pay a
One Thousand Dollar (§1,000) renewal fee to Franchisor concurrently with the execution of the
then-current Franchise Agreement to cover Franchisor's expenses related to reviewing
Franchisee's operations and approving the renewal. If Franchisee fails to comply with any of the
conditions listed above (other than execution of the new Franchise Agreement or payment of the
renewal fee), Franchisor shall give notice to that effect to Franchisee no later than ninety (90)
days before expiration of the primary term.

nundred €1

18. DEFAULT AND TERMINATION

18.1  Termination by Franchisee. Franchisee shall have the right to terminate this
Agreement 1f Franchisor materially fails to comply with this Agreement and fails to cure its
default within thirty (30) days after delivery of written notice of the default from Franchisee.
Notwithstanding the foregoing, if the breach is curable but is of a nature which camnot
reasonably be cured within such thirty (30) day period and Franchisor has commenced and is

continuing fo make good faith efforts to cure the breach, Franchisor shall be given an additional

. PN | vyt v o E oy ama - +1
reasonaoie PENGCa o1 ume t¢ cure the same
f

termination by Franchisee other than in accordance with this Section will be deemed 2
termination by Franchisee without cauge.

oy +1ay A crracn 4 H 14
and this Agreement shall not terminate. Any

18.2  Termination bv Franchisor - Effective Upon Notice, Franchisor shall have the
right, at its option, to terminate this Agreement and all rights granted Franchisee, without
F

affording Franchisee any opportunity to cure any default (subject to any state laws to the
contrary, in which case state law shall prevail), effective upon delivery to Franchisee of a
termination notice, upon the occurrence of any of the followin g events:

(a) Unauthorized Opening. If Franchisee begins operating the Restaurant
without having obtained Franchisor's prior writien consent, as required in Section 6.9;

) Unautborized Disclosure. If Franchisee or any person under Franchisee's
control intentionally or negligently discloses to any unauthorized person, Or copies or
reproduces, the contents or any part of the Operations Manual or any other trade secrets or
confidential information of Franchisor or its affiliates;

Ky

3

(c) Fraud or Conduct Affecting the Marks. If Franchisee commits fraud in
connection with the purchase or operation of the Restaurant or otherwise engages in conduct
that, in the sole judgment of Franchisor, materially impairs the goodwill associated with the
Marks;

(d)  Abandonment. If Franchisee ceases to operate the Restaurant or
otherwise abandons the Restaurant for a period of five (5) consecutive days, or any shorter

b
1AW
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period that indicates an intent by Franchisee to discontinue operation of the Restaurant, unless
and only to the extent that full operation of the Restaurant is suspended or terminated due to fire,
flood, earthquake, or other similar causes beyond Franchisee's control and not related to the
availability of funds to Franchisee;

{e) insolvency; Assignments. I Franchisee becomes insolvent or is
adjudicated a bankrupt; or any action is taken by Franchisee, or by others agaist Franchisee,
under any insolvency, bankruptey, or reorganization act (this provision might not be enforceable
under federal bankruptey law, 11 U.S.C. §§ 101 et seq.); or if Franchisee makes an assignment
for the benefit of creditors; or a receiver is appointed for Franchisee;

43 Unsatisfied Judgments; Levy: Foreclosure. If any material judgment
(or several judgments which in the aggregate are material) is obtamed against Franchisee and
remains unsatisfied or of rccuxd for thirty (30) days or longer (unless a supersedeas or other
appeal bond has been filed); or if execution is levied against Franchisee's business or any of the
property used in operating the 1 t urant and 1s not discharged within five (5) days; or if the real
or personal property of Franchisee's business shall be sold after levy by any shenff, marshall, or

constable;
(&) Criminal Conviction. If Franchisee (or any of its Bound Parties, as
defined in Section 20.1) is con ncied ofa felon} crime in vohmo moral tmpﬂaue or any crime

{1 Failure to Make Pavments. If Franchisee fails to pay any amounts due
Franchisor or its affiliates within ten (10) days after delivery of notice that such fees or amounts
are overdue;

(1) Financial Reporting. If Franchises intentionally underreports Gross
Sales in any amount or negligenily underreports Gross Sales by five percent (5%) or more during
any reporting period;

3 Failure to Complete Training or Qpen. If Franchisee (or its Managing

Owner and Designated Manager) fails to complete the initial training program to Franchisor's
satisfaction or to commence operations of the Restaurant within the required time period,;

I Misuse of Marks. If Franchisee misuses or fails to follow Franchisor's
directions and guidelines concerning use of the Marks and fails to correct the misuse or famhe
within ten (10) days after delivery of notice from Franchisor;

) Repeated Noncempliance. If Franchisee has received three (3) notices of
default from Franchisor within a twelve (12) wonth period, regardless of whether the defaults
were cured by Franchisee;

(m)  Right to Possession of Property. If Franchisee loses the right to occupy
the Restaurant's premises because of its default under the lease or Sublease or defaults under any
agresment related to use or operation of the Restaurant;

N2
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(n) Unsanthorized Transfer. If Franchisee sells, transfers, or otherwise
assigns the franchise, an imnterest in the franchise or Franchisee entity, this Agreement, the
Restaurant, or a substantial portion of the assets of the Restaurant without complying with the
provisions of Section 16;

i 1 1er Franchise Aoreement. If Franchisor or any of its
affiliates i\%UQR a notice of te mnanon with respect to any other {ranchise agreement between
Franchisor or any wch affiliate and Franchisee (or any other legal entity in which Franchisee, or
one of its owners with at least a twenty-five percent (25%) ownership interest in Franchisee, is
the sole owner or managing owner) governing the operation of another Quizno's Restaurant;

,,N
ko2
o)
]
-
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() Loan Default. If Franchisee commits a default under any loan from or

equipment lease with Franchisor, its affiliates, or a third party and fails to cure that default by the
date specified by the lender or equipment lessor; or

)] Unsafe or Unsanitary Conditions. If Franchisee creates or allows to
exist any condition in or at the Restaurant, or on or about the Restaurant’s premises, which
Franchisor reasonably believes presents health or safety concerns for the Restaurant’s customers
or employees.

183 Tery mzmon bv frzmch isor - Thirtv Davs Notice. Franchisor shall have the
: Y hjec t to any state laws to the contrary, in which case state
prevail), effective upon delivery of thirty (30) days' prior written notice to Franchisee,
if Franchisee breaches any other pTOV]SlOﬂ of this Agreement, including, but not limited to, if
ichisee fails to comply with the Operations Manual, and fails to cure the default during such
thirty (30) day period. In that event, this Agreement will terminate without further notice to
Frdmhisee, effective upon expiration of the thirty (30) day period. Notwithstanding the
foregoing, if the breach is curable, but is of a nature which canmot reasonably be cured within
such thirty (30) day period and Franchisee has commenced and is continuing to make good faith
efforts to cure the breach, Franchisee shall be given an additional reasonable period of time to
cure the same, and this Agreement shall not terminate. |

Ag greement (

U)
(

Laa

184 Late Fee. In additon to its other vights and remedies, Franchisor may charge
Franchisee a late fee of one hundred dollars ($100) per viclation by Franchisee of any term or
condition of this Agreement, including, without limitation, failure to pay (or to have adequate
amounts available for electronic transfer for) amounts owed Franchisor or its affiliates or failure

to timely provide required reports. This fee may be changed or eliminated by Franchisor.

18.5  Failure to Comply with Reporting Requirements. If Franchisee fails to
]:u epare and submit any statement or report required under Section 13, then Franchisor shall have
the rnight to treat Franchisee's failure as good cause for termination of this Agreement. In
addition to all other remedies available to Franchisor, in the event that Franchisee fails to prepare
and submit any statement or report required under Section 15 for two (2) consecutive reporting
periods, Franchisor shall be entitled to make an audit, at the expense of Franchisee, of
Franchisee's books, records, and accounts, including Franchisee's bank accounts. The statements
or reports not previously submitted shall be prepared by or under the direction and supervision of

[\.]
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an independent certified public accountant selected by Franchisor. In addition to its other i hts
and remedies, if Franchisee fails to gomply with the reporting requirements under Section 15,
Franchisor shall have the right to collect, in addition to the late fee, Six Hundred Fifty DoHals
(3650) per week for Royalty payments and One Hundred Dollars ($100) per week for advertising
payments {or a greater amount if Franchisor reasonably estimates that the Restaurant is

generating higher Gross ba}es}, provided that any amounts will be reconciled and adjusted as
needed when Franchisor receives actual Gross Sales amounts.

18.6  Right to Repurchase. Except in the case of a renewal under Section 17, upon
termination or expiration of this Agreement for any reason, Franchisor shall have the option to
purchase the Restaurant, or a portion of the assets of the Restaurant (including any furniture,
fixtures, equipment and improvements), and which may include, at Franchisor's option, all of
Franchisee's leaschold interest in and to the real estate upon which the Restaurant is located, but
not including any other interest in real property. The purchase price for the assets to be
transferred will be thirty percent (30%) of the Gross Sales of the Restaurant during the twelve
(12) calendar months iminediately preceding the date of tenmination or expiration and will be
adjusted by setting off and reducing the purchase price by any amount then owing by Franchisee
to Franchisor or its affiliates, including any amounts paid by Franchisor to cure Franchisee's
defaults with third parties such as landlords (the decision to pay such cure amounts to be the sole
decision of Franchisor). The following additional terms shall apph/ to Franchisor's exercise of
this option:

(2) Franchisor's option shall be exercisable by providing Franchisee with
written notice of its ume*mon fo exercise the option no later than the effective date of
termination, in the case of termination (unless Franchisee terminates without notice or
Franchisce terminates for cause, in which case Franchisor shall have thirty (30) days after receipt
of actual notice of the termination or such additional time as is reasonably necessary given the
circumstances), or at least thirty (30) days prior to the expiration of the term of the franchise, in
circumstances where no renewal is granted;

{b) Franchisor and Franchisee agree that t‘ﬁ‘ ‘Prms and conditions of this right
and option to purchase rmay be recorded, if d el “d appropriate by Franchisor, in the real
property records, and Franchisor and Franchisee further aﬁm,u to execute such additional
documentation as may be 11@P555a1§r and appropriate to effectuate such recording;

(D

%

(c) The closing for the purchase will take place no later than sixty (60) days
after delivery to Franchisee of written notice of Franchisor's exercise of its option. Franchisor has
the unrestricted right to assign this option to purchase at any time to a third party, who then will
have the rights described in this Section. Franchisor will pay the purchase price in full at the
closing or, at its aption, in twenty-four (24) equal consecutive monthly installments, with interest

‘at a rate equal to the prime lending rate as of the' closing at Franchisor's primary bank.
Franchisee must sign all documents of transfer reasonably necessary for purchase of the
Restaurant by Franchisor, which documents shall include all customary representations and
warranties from Franchisee as to ownership and condition of, and title to, the assets of the
Restavrant being transferved. All assets must be transferred free and clear of all liens and
encumbrances, with all sales and transfer taxes paid by Franchisee. Franchisee and its owners

25
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further agree to sign general releases, in a form satisfactory to Franchisor, of any and all claims
against Franchisor and 1its affiliates and their respective shareholders, officers, directors,
employees, agents, successors, and assigns; and

(d) Franchisee agrees that it shall be obligated to operate the Restaurant,
according to this Agreement's terms, during the period in which Franchisor is deciding whether
to exercise its option to purchase and until the closing takes place, and that a condition to closing
is that the Restaurant has remained open during that time period. Franchisor may decide not to
exercise its option to purchase at any time before closing if it determines that any of the
conditions noted above have not been or cannot be satisfied.

In the event that Franchisor does not exercise its right to repurchase Franchisee's
Restaurant as set forth above, Franchisee will be free, after such termination or expiration, to
keep or to sell to any third party all of the physical assets of its Restaurant; provided, however,
that all Marks are first removed in a manner approved in writing by Franchisor.

18.7  Obligations of Franchisee Upon Termination or Expiration. Franchisee is
obligated upon termination or expiration of this Agreement to immediately:

(a) Pay all Royalties and other amounts then owed Franchisor or its affiliates
pursuant to this Agreement or otherwise;

"b) Caase identifying itself as a QUIZNO'S franchisee aad cease using any
, signs, svimibols, devices, trade names, or otncr materials of Franchisor and
(c) Immediately cease to identify the Franchised Location as being, or having

been, associated with Franchisor and immediately cease using the Marks and Licensed Methods;

(d) Deliver to Franchisor all signs, sign-faces, advertising materials, forms,
and other materials bearing any of the Marks or otherwise identified with Franchisor;
&) Inumediately deliver to Franchisor the Operations Manual and all other

information, documents, and copies which are proprietary to Franchisor and its affiliats

(H) Promptly take such action required to cancel all fictitious or assumed
name or equivalent registrations relating to its use of any Marks or, at the option of Franchisor,
assign the same to Franchisor; .

() Notitfy the telephone company and all telephone directory publishers of the
termination or expiration of Franchisee's right to use anv. telephone number and any regular,
classified, or other telephone directory listings associated with any Mark and aunthorize their
transfer to Franchisor or its designee. Fz anchisee acknowledges that, as between Franchisee and
Franchisor, Franchisor has the sole rights to and interest in all telephone, telecopy, or facsimile
machine numbers and directory listings assoclated with any Mark. Franchisee authorizes
Franchisor, and hereby appoints FlzﬂluhlSOf and any of its officers as Franchisee's attorney-in-
fact, to direct the telephone company and all telephone directory publishers to transfer any

26
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telephone, telecopy, or facsimile machine numbers and directory listings relating to the
Restaurant to Franchisor or iis designee, should Franchisee fail or refuse to do so, and the
telephone company and all telephone directory publishers may accept such direction or this
Agreement as conclusive of Franchisor's exclusive rights in such telephone numbers and
directory listings and Franchisor's authority to direct their transfer; and

(h) Abide by all restrictive covenants set forth in Section 20 of this
Agreement.

18.8  State apd Federal Law. THE PARTIES ACKNOWLEDGE THAT, IN THE
EVENT THAT THE TERMS OF THIS AGREEMENT REGARDING TERMINATION
OR EXPIRATION ARE INCONSISTENT WITH APPLICABLE STATE OR FEDERAL
LAW, SUCH LAW SHALL GOVERN FRANCHISEES RIGHTS REGARDING
TERMINATION OR EXPIRATION OF THIS AGREEMENT.

189 Assumption of Management. Franchisor has the right (but not the obiigation),
under the circumstances described below, to enter the Restaurant and assume the Restaurants
management (or to appoint a third party to assume its management) for any time period it deerns
appropriate. If Franchisor (or a third party) assumes the Restaurant's management, Franchisee
must pay Franchisor (in addition to the Royalty and Marketing and Promotion Fee) three percent
(3%) of the Restaurant's Gross Sales, plus Franchisor's (or the third party’s) direct out-of-pocket
costs and expenses, during this time. If Franchisor (or a third party) assumes the Restaurant's
ranagement, Franchisee acknowledges that Franchisor (or the third party) will have a duty to
utilize only reasonable efforts and will not be liable to Franchisee or its owners for any debts,
losses, or obligations the Restaurant incurs, or to any of Franchisee's creditors for any supplies or
services the Restaurant purchases, while Franchisor (or the third party) manages it.

Franchisor (or a third party) may assume the Restaurant's management under the
following circumstances:

(2) if Franchisee abandons the Restaurant; or
) if Franchisee fails to comply with any provision of this Agreenient and

does not cure the faihue within the time period Franchisor specifies in its notice to Franchisee.

The exercise of Franchisor's rights under subparagraphs (a) or {(b) will not affect Franchisor's
right to terminate this Agreement.

19. BUSINESS RELATIONSHIP

18.1  Independent Businesspersons. The parties agree that each of them is an
independent businessperson, their only relationship is by virtue of this Agreement, and no
fiduciary relationship is created under this Agreement. Neither party 1s liable or responsible for
the other's debts or obligations, nor shall either party be obli gated for any damages to any person
or property directly or indirectly arising out of the operation of the other party’s business.
Franchisor and Franchisee agree that neither of them will hold themselves out to be the agent,
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covenants made in this Section will not deprive them of their persenal goodwill or ability to eam
a living.

20.4  Additional Remedies for Breach. In addition to any other remedies or damages
allowed under this Agreement, if Franchisee breaches the covenants set forth in Sections 20.1,
202, or 20.3, Franchisee shall pay Franchisor a fee equal to Franchisor's then-current Imitial
Franchise Fee for each Competitive Business or Branded Business opened in violation of the
covenants, plus eight percent (8%) of such Business's gross sales until expiration of the
noncompetition period set forth in Section 20.3.

20.5 Confidentiality of Proprietarv Informaticu.  Franchisee shall treat all
information it receives which comprises the Licensed Methods (including, without limitation, the
Operations Manual) as proprietary and confidential and not use such information in an
unauthorized manner or disclose the same to any unauthorized person. Franchisee agrees that all
such material is the sole property of Franchisor and its affiliates. Franchisee acknowledges that
the Marks and the Licensed Methods have valuable goodwill attached to them, that their
protection and maintenance are esseniial to Franchisor and its affiliates, and that any
unauthorized use or disclosure of the Marks and Licensed Methods will result in irreparable
harm to Franchisor and its affiliates. All ideas, concepts, techniques, or materials concerning a
QUIZNC'S Restaurant, whether or not protectable intellectual property and whether created by
or for Franchisse or its owners or employees, must be promptly disclosed to Franchisor and will

& med Franchisor's and its affiliates’ sole and exclusive property, part of the QUIZNO'S
System, and works made-for-hire for Franchisor and its affiliates. To the extent any item does
not qualify as a "work made-for-hire” for Franchisor and its affiliates, Franchisee assigns
ownerslup of that item, and all related rights to that itern, to Franchisor and its affiliates and must
sign whatever assignment or other documents Franchisor and its affiliates request to show
ownership or to help Franchisor and its affiliates obtain intellectual property rights m the item.

P
aee

20,6 Confidentialitv _Agreement. Franchisor reserves the right to require that
Franchisee cause each of its Bound Parties and Designated Managers (and, if applicable, the
spouse of a Designated Manager) to exseute a Nondisclosure and Noncompetition Agreement
containing the above restrictions in a form approved by Franchisor.

21. DISPUTES

21.1  Governing Law/Consent to Venue and Jurisdiction. Except to the extent
governed by the United States Trademark Act of 1946 (Lanham Act, 15 U.5.C. §§ 1051 et seq.)
ar other federal law, this Agreement shall be interpreted under the laws of the State of Colorado,
and any dispute between the parties, whether arising under this Agreement or from any other
aspect of the parties' relationship, shall be governed by and determined in accordance with the
substantive laws of the State of Colorado, which laws shall prevail in the event of any conflict of
law. Franchisse and Franchisor have negotiated regarding a forum in which to resolve any
disputes arising between them and have agreed to select a forum in order to promote stability in
their relationship. Therefore, if a claim is asserted in any legal proceeding involving Franchisee
or any Bound Party and Franchisor, the parties agree that the exclusive venue for disputes
between them shall be in the District Cowt for the City & County of Denver, Colorado, or the

(W)
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United States District Court for the District of Colorado, and each party waives any objection it
might have to the personal jurisdiction of or venue in such gourcs

212  Waiver of Jury Trial. Franchisor, Franchisee, and the Bound Parties each waive
their right to a trial by jury. Franchisee, the Bound mes and Franchisor acknowledge that the
parties' waiver of jury trial rights provides the parties with the mutual benefit of uniform
interpretation of this Agreement and resolution of any dispute arising out of this Agreement or
any aspect of the parties' relationship. Franchisee, the Bound Parties, and Franchisor further
acknowledge the receipt and sufficiency of mutual uonsmemnon for mch benefit.

_21.3  Remedies. Except as set forth in Section 21.4, the court will have the right to
award any relief which it deems proper in the circumstances, including, without limitation,
money damages (with interest on unpaid amounts from the date due), lost profits, specific
performance, injunctive relief, and atiormmeys' fees and costs. The parties agree that any claim for
lost eamings or profits by Franchisee shall be limited to a maximum amount equal to the net
profits of the Restaurant for the prior year as shown on Franchisee's federal income tax return.
The parties further agree that, in addition to such other damages awarded by the court, if this
Agreement is terminated because of a Franchisee default, Franchisee shall be liable to Franchisor
for a lump sum amount equal to the net present value of the Royalties and Marketing and
Promotion Fees that would have become due following termination of this Agreement for the
period this Agreement would have remained in effect but for Franchisee's default. Royalties and
Marketing and Promotion }ee% for purposes of this Section shall be caiculated based on the
Restaurant's average monthly Gross Sales for the twelve (12) months preceding the termination
date.

214 Limitation of Claims. Franchisee and the Bound Parties agree not to bring any
claim asserting that any of the Marks are generic or otherwise invalid. Except with regard to
anmmec s obligation o pay Franchisor and its affiliates Royalty payments, the Marketing and

Promotion Fee and other advertising fees, and other payments due from Franchisee pursuant to
Ufns Agreement or otherwise, any claims between the parties must be commenced within one (1)
year from the date on which the party asserting the claim kuew or should have known of the facts
giving rise to the claim, or such claim shall be ban‘ad, The parties understand that such time limut
might be shorter than otherwise allowed by law. Franchisee and the Bound Parties agree that
their sole recourse for claims arising between the parties shall be against Franchisor or its
successors and assigns. Franchisee and the Bound Parties agree that the shareholders, directors,
officers, employees, and agents of Franchisor and its affiliates shall not be personally liable nor
named as a party in any action between Franchisor and Franchisee or any Bound Party; provided
that this shall not preclude tlaims Franchisee has directly against an Area Director. Franchisor,
franchisee, and the Bound Parties further agree that, in connection with any such proceeding,
each must submit or file any claim which would constitute a compulsory counterclaim (as
defined by Rule 13 of the Federal Rules of Civil Procedure) within the same proceeding as the
claim to which it relates. Any such claim which is not submutted or filed as described above will
b forever barred. The parties agree that any proceeding will be conducted on an individual, not

a class-wide, basis, and that a proceeding between Franchisor and Franchisee or the Bound
Pam'es may not be consclidated with another proceeding between Franchisor and any other
person or entity. No party will be entitled to an award of punitive or exemplary damages
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(prov 1&@& hat this limitation shall not apply to statutory penalties such as those set forth in 15
US.C. § 1117(a)). No previous course of dealing shall be admissible to explain, modify, or
contr adwcf the terms of this Agreement. No implied covenant of good faith and fair dealing shall
be used to alter the express terms of this Agreement.

22, SECURITY INTERF

lw’
Cf)

BS

F«nx

221 Collateral. Franchisee grants Franchisor a security interest ("Security Interest")
in all of the firmiture, ﬁ\'tures equipment signage, and realty (including Franchisee's interests
under all real property and personal property leases) of the Restaurant, together with all similar
property now owned or hereafter acquired, additions, substitutions, replacements, proceeds, and
producis thereof, wherever located, used in connection with the Restaurant. All items in which &

security interest is granted are referred to as the "Collateral.”

22.2  indebtedness Secured. The Security Interest is to secure payment of the
following (the "Indebtedness”): '

{(a) All amounts due under this Agreement or otherwise by Franchisee;

(b) All sums which F archisoz nay, at 1ts option, expend or advance for the
ynainfenance, preservation, and prolection of he Cellateral, including, without limitation,
nee pr
or

payment of rent, td\es, levies, assessmients, nsy e premiums, and discharge of lens, togsther
with interest, or any other property given as security for payment of the Indebtedness;
{c) All expenses, Including reasonable attomeys' fees, which Franchisor
C, Y
meurs in connection with collec tmc any or ‘111 Indebtedness secured hereby or in enforcing or
protecting its rights under the Security Interest and this Agreement; and
(d) All other present or future, direct or indirect, absolute or contingent,

Liabilities, obligations, and mdebtuanoss of Franchisse to Franchisor or third-parties under this
Agreement, however created, and spe L or part of any renewal or extension of
nc Ameumvm whether or not Franchisee executes a,J ‘L sion agreement or renewal

o

cifically including al

22,5 Additional Documents. Franchisee will from time to time as required by
Franchisor join with Franchisor in executing any additional documents and one or more
financing statements pursuant to the Uniform Commercial Code (and any assignments,
extensions, or modifications thereof) in form satisfactory to Franchisor.

22.4  Possession of Collateral. Upon default and termination of Franchisee's rights
under this Agreement, Franchisor shall have the immediate right to possession and use of the
eral

22.5 medies of Franchisor in Event of Default. Franchisee agrees that, upon the
occurrence of any de ault set forth above, the full amount remaining unpaid on the Indebtedness
secured shall, at the option of Franchisor and without notice, become due and payable
mmediately, and Franchisor shall then have the rights, options, duties, and remedies of a secured

L)
b
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party under, and Franchisee shall have the rights and duties of a debtor under, the Uniform
Commercial Code of Colorado, mcluding, without limitation, Franchisor's right to take
possession of the Collateral and without legal process to enter any premises where the Collateral
may be found. Any sale of the Collateral may be conducted 1 by Franchisor in a commercially

reasonable manner. Reasonable notification of the time and place of any sale shall be satisfied
by mailing to Franchisee pursuant lo the notice provisions set forth below,

22,6 Special Filing as Financine Statement. This Agreement shall be deemed a
Security Agreement and a Financing Statement. This Agi eement may be filed for record in the
real estate records of each county in which ihe Collateral, or any part thereof, is situated and may
also be filed as a Financing Statement in the counties or in the office of the Secretary of State, as
appropriate, in respect of those items of Collateral of a kind or character defined in or subject to
the mpmable pvoncmnb of mc Uniform Commercial Code as in effect in the appropriate
jurisdiction.

MISCELLANEGT JS PROVISIONS

23.1  Modification/Exercise of Judement. No amendment, waiver, or modification of
this Agreement shall be effective unless it is in writing and signed by Franchisor and Franchisee.
Franchisee acknowledges that Franchisor may mod ify its standards and specifications and
operaiing and marketing techniques set {orth in the Operations Manual unilaterally under any
conditions and to the extent to which Franchisor deems necessary to protect, promote, or
mmprove the Marks and the quality of the Licensed Methods as lon g as such modifications are not
specifically prohibited by this Agreement.

Whenever Franchisor has reserved in this Agresment a right to take or to withhold an
action, or to grant or decline to grant Franchisee a right to take or omit an action, Franchisor
may, except as otherwise :pecmc ally provided in this Agreement, make its decision or exercise
1ts rights based on information readily available to Franchisor and its mdo“mcw of what 15 1n 1its

and/or the system's best interests at the time Franchisor's decision is rade, without regard to
anb@r whe hex Franchisor could have made other reasonable or even arguably preferable
alternative decisions or whether Franchisor's d&mnn promotes its financial or other individual
mterest,

232 Entire Agreement. This Agreement contains the entire agreement between the
parties and supersedes any and all prior agreements conceming its subject matter. Franchisee
agrees 'And understands that Franchisor shall not be lable or obligated for any oral
rup ‘esentations or commitments made prior to the execution of this Agreement or for claims of
neglhi iget 1 or fraudulent misrepresentation, and that no modlf cations of this Agreement shall be
effective except those in writing and signed by both parties. Franchisor does not authorize and
will not be bound by any representation of any nature other than those expressed in this
Agreement. Franchisee further acknowledges and agrees that no representations have been made
to it by Franchisor or its affiliates regarding projected sales volumes, market potential, revenues,
profits of Franchisee's Restaurant, or operational assistance other than as stated in this
Agreement or in any disclosure document provided by Franchisor or its representatives. Any
policies that the Franchisor adopts and implements from time to time to guide it in its decision-

U
(W3]
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making are subject {o change, are not a part of this ‘Agreement, and are not binding on
Franchisor.

3.3 Delegation by Franchisor. From time to time, Franchisor shall have the right to
elegate the performance of any portion or all of its obligations and duties under this Agreement
to third parties, whether the same are agents or affiliates of Franchisor or Area Directors or
independent contractors with which Franchisor has contracted to provide such services.
Franchisee agrees in advance to any such delegation by Franchisor of any portion or all of its
obligations under this Agreement. Franchisee acknowledges and agrees that Franchisor may not
be bound, and this Agreement may not be modified, by any Area Director without Franchisor's
prior written consent.  Franchisee acknowledges and agrees that any such delegation of
Franchisor's duties and obligations to Area Directors does not assign or confer any rights under
this Agreement upon Area Directors and that Area Directors are not third party beneficiaries of
this Agreement.

[

234 Agreement Effective. This Agreement shall not be effective until accepted by
Franchisor as evidenced by dating and signing by an officer of Franchisor.

23.5  Review of Acreement. Franchisee acknowledges that it has had a copy of
Franchisor's Uniform Franchise Offering Circular in its possession for not less than ten (10) full
business days, and this Agreement in its possession for not less than five (5) full business days,
during which time Franchisee has had the opportunity to submit same for professional review
and advice of Franchisee's choosing prior to freely executing this Agreement.

23.0  Aftornevs' Fees. In the event of any default on the part of either party to this
Agreement, in addition to all other remedies, the party in default will pay the prevailing party (as
determined by the decision-maker in the proceeding) all amounts due and all damages, costs, and
expenses, including reasonable attorneys' fees, incurred by the prevailing party in any legal
action or other proceeding as a result of such default, plus inferest at the lesser of two percent
(2%} per month or the highest commercial contract interest rate allowable by law aceruing from
the date of such default. Additionally, if Franchisee withholds any amounts due Franchisor,
Franchisee shall reimburse Franchisor's costs of collecting such amounts, including reasonable
attorneys' fees and expensess.

23.7  Injunctive Relief. Nothing herein shall prevent Franchisor or Franchisee from
seeking injunctive relief in appropriate cases to prevent ureparable harm.

23.8 No_Waiver. No waiver of any condifion or covenant contained in this
Agreement, or failure to exercise a right or remedy, by Franchisor or Franchisee shall be
considered to imply or constitute a further waiver by Franchisor or Franchisee of the same or any
other condition, covenant, right, or remedy.

23.9  No Right to Set Off. Franchisee shall not be allowed o set off amounts owed to
Franchisor or its affiliates for Royalties, fees, or other amounts due against any monies owed to
Franchisee, which right of set off is hereby expressly waived by Franchisee.

[WS]
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23.10 Invalidity. If any provision of this Agreement is held invalid by any tribunal in a
final decision from which no appeal is or can be taken, such provision shall be deemed modified
to eliminate the invalid element, and, as so modified, such provision shall be deemed a part of
this Agreement as though originally included. The remaining provisions of this Agreement shall
not be affected by such modification.

2311 DMotices. All notices required to be given under this Agreement shall be given in
writing, by certified mail, return receipt requested, or by any delivery service providing
doumnemation ofacmipt 'wt the addlc«:s set foﬂh in the first para giaph of this Aaleement or at

at SUuh other dud; esses as Franct usm or Fldﬂ@hlseu may demg:ﬂatsﬁ from tmxc to time, and Shall

e deemed delivered (a) on the date shown on the return receipt or in the courier's records as the
dau of delivery or (b) on the date OF first attempted delivery, if actual delivery cannot for any
reason be made.

23.12 Acknowledgmeni. BEFORE SIGNING THIS AGREEMENT, FRANCHISEE
SHOULD READ IT CAREFULLY WITH THE ASSISTANCE OF LEGAL COUNSEL.
FRANCHISEE ACKNOWLEDGES THAT:

(A) THEE SUCCESS OF THIS BUSINESS VENTURE INVOLVES
SUBSTANTIAL RISKS AND DEPENDS UPON FRANCHISEE'S ABRILITY AS AN
INDEPENDENT BUSINESS PERSON AND ITS ACTIVE PARTICIPATION IN THE
DAILY AFFAIRS OF THE BUSINESS, AND

(B}  NO ASSURANCE OR WARRANTY, EXPRESS OR IMPLIED, HAS
BEEN GIVEN AS TO THE POTENTIAL SUCCESS OF SUCH BUSINESS VENTURE
OR THE EARNINGS LIKELY TO BE ACHIEVED, AND

() NO STATEMENT, REPRESENTATION, OR OTHER ACT, EVENT,

OR COMMUNICATION, EXCEPT AS SET FORTH IN THIS DOCUMENT AND IN

'W’Y OFFERING CIRCULAR SUPPLIED TO FRANCHISEE, IS BINDING ON

FEANCHISOR IN CONNECTION WITH THE SURBJECT MATTER OF THIS
A GREEMENT.

{Signatures on Following Page)

[ %)
[&]
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IN WITNESS WHEREQOF, the parties have executed this Franchise Agreement as of
the Effective Uate shown on the first page hereof.

QUIZNO'S FRANCHISING LLP

FRANCHISEE:

Sign here if you are taking the franchiseasan ~ Sign here if you are taking the franchise as a
INDIVIDUAL(S) CORPORATION, LIMITED LIABILITY
{Note: use these blocks if you marked on Exhibit 3 CONMPANY OR PARTNERSHIP

that you are an individnal or a partnership but the
partnership is not a separate legal entity)

Print Name of Legal Entity

By:

Signature

Print Name:
Taile:
Date:

Print Name: Jidpéd (. CAFTLZ.
Date: 1~ Q80

S“ignatuz e

ey i . §,
Print Name: 7 /(I { 7. P J
"h o, P
Date: /; ey
26
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| Exhibit ( !

JSom
Fradric A. Cohen

December 8, 2006
Sent Via Overnight Delivery

Daniel Carter, Sr.

Daniel Carter, Jr.

Jody Carter

Madeleine Carter

Carter Group LLC

19454 Willoway Drive
Macomb, Michigan 48044

Quiznos Sub
24955 Gratiot Avenue
Eastpointe, Michigan 48021

RE: Notice of T-rmlmuon. Franchise Aommmt dahd September 27,

2002 ("Agresment”) Between Carter Grou C ("You") and QFA

LLC, as successor in interest to 'osnmmuc

mumwmm Quiznos Sub No. 4199 Located at 24988 Gratiot
Avenue, Eastpointe, Michigan 48021 (“Restaurant”)

Dear Messars. Carter and Mss. Carter:

You are hereby advised that your franchise rights under the Agreement are
terminated, effective five (5) days following receipt of this notice, pursuant to Section
18.2(c) of the Agreement, for engaging in conduct that, in the sole judgment of Quiznos,
materially impairs the goodwill associated with the Marks, unless such conduct is cured
within such five (5) day period. .

Ploase refer to Section 18.7 of the Agmmnt regarding your continuing
obligations upon termination. Such obligations include, but are not limited to:

1. Pay Quizno's all royaities, other fees, and any and all amounts or
accounts payable then owed Quizno's or its affiliates;

2.  Cease to identify yourself as a Quizno's franchisee and use any marks,
trade secrets, signs, symbols, devices, frade names, and other materials of Quizno’s;

CHGON308568181. 1
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DEC-11-2906 @:04 FROM:GQUIZNS E.P. SE6T768044 TO: 13132770985 P.2
DLA PIPER

December 8, 2000
Psge Two

3.  Immediately cease to identify the franchised location as being, or having
besn, associated with Quizno's, and immedistely cease using any propr ary maik of
Qu&m'aoranymmnwwmmmmmmwmz

4, Deliver to Quizno's all signs, sign-faces, advertising materials, forms and
mrmmmwmanymmmm°rmmmwmoumnm
obtained by and in connection with the Agreement;

5. immediately deliver to Quizno's the Operations Manual and all other
information, documents and copies thereof which are propristary to Quizno's;

6. Pmnpuyhkowﬁonumaybommdmmmalaﬂﬁcﬁﬁomorammd
nameamequivahntmhhﬁommhﬁngwyommofanym;

7. Immediately notify the telephone company and all telephone directory
publishers of the termination of your right to use any telephone number and any regulsr,
classified or other telephone director listing associsted with any Mark and to suthorize
transfer thereof to Quizno's or its designee; and

8. Abﬂebyallmdﬂoﬁvscovcmummmwnzoofﬁnw

All capitalized terms not otherwise defined herein shall have their meanings as
get forth in the Agreement. Pleass ba reminded that as specified in the Agresment, oll

of your obiigations which expressly o by thoir nature survive their termination of the

in full force and effect deepite the Agresment being terminated.

Please contact me at (312) 368-4000 should you require further information with
respect to curing your conduct or, aitematively, ending your franchise operations.

Sincerely,

DLA Piper US
| (4 7 oo o0l

redric A. Cohen

CHAOI0858151.1
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DLA Piper US LLP
: 2032 Narth LaSalls Straet, Suibe 1300
DLA PIPER Chicsgo, Hlinois 50601-1263
www.dlapiper.com

Frediic A. Cohen

December 8, 2006

Sent Via Overnight Dellvery

Daniel Carter, Sr.

Daniel Carter, Jr.

Jody Carter

Madeleine Carter

Carter Group Roseville LLC
19454 Willoway Drive
Macomb, Michigan 48044

Quiznos Sub
31931 Gratiot Avenus
Roseville, Michigan 48086

RE: Notice of Termination; Franchise Agreement dated December 8, 2003
("Agreement") Between Carter Group Roseville LLC {"You") and QFA
Royalties LLC, as successor in interest to Quizno’s Franchising LLC
{"Quizno's”) for the Quiznoa Sub No. 6514 Located at 31931 Gratiot
Avenue, Roseville, Michigan 48086 {"“Restaurant”)

Dear Messrs, Carter and Ms. Carter;

You are hereby advised that your franchise rights under the Agreement are
terminated, effective five (5) days following receipt of this notice, pursuant to Section
18.2(c) of the Agreement, for engaging in conduct that, in the sole judgment of Quiznos,
materially impairs the goodwill associated with the Marks, unless such conduct is cured
within such five (5) day period.

Please refer to Section 18.7 of the Agreement regarding your continuing
obligations upon termination. Such obligations include, but are not limited to:

1. Pay Quizno's all royalties, other fees, and any and all amounts or
accounts payable then owed Quizno's or its affiliates;

2, Cease to identify yourself as a Quizno's franchisee and use any marks,
trade secrats, signs, symbols, devices, trade names, and other materials of Quizno’s;

CHGO1\30856151.1
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DLA PIPER

Dacarmbar 8, 2008
Page Two

3. Immediately cease to identify the franchised location as being, or having
been, associated with Quizno’s, and immediately cease using any proprietary mark of
Quizno's or any mark in any way associated with the marks and licensed methods;

4. Daliver to Quizno's all signs, sign-faces, advertising materials, forms and
other materials bearing any of the marks or otherwise identified with Quizno's and
obtained by and in connection with the Agreement;

5. Immediately deliver to Quizno's the Operations Manual and all other
information, documents and copies thereof which are propristary to Quizno's;

6. Promptly take action as may be required to cancel all fictitious or assumed
names or equivalent registrations relating to your use of any marks;

7. Immediately notify the telephone company and all telephone directory
publighers of the termination of your right to use any telephone number and any regular,
classified or other telephone director listing associated with any Mark and to authorize
transfer thereof to Quizno's or its designee; and

8. Abide by all restrictive covenants set forth in Section 20 of the Agreement.

All capitalized terms not otherwise defined herein shall have their meanings as
set forth in the Agreement. Please be reminded that as specified in the Agreement, all
of your aobligations which expressly or by their nature survive their termination of the
Agreement, including the non-competition and non-disclosure pravisions, will continue
in full force and effect despite the Agreement being temminated.

Please contact me at (312) 368-4000 should you require further information with
respect to curing your conduct or, alternatively, ending your franchise operations.

Sincerely,

DLA Piper US LLP

Fredric A. Cohen

CHOOH205%6181.1



