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dba SAN CHEN
san hen A California Corporation
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E-mail: chicha3000@teashop168.com.tw
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AsaSan Chen franchisee, you will operate aretail food establishment that sells items from a focused
menu featuring a variety of teas and juice drinks, using proprietary teas, milk teas and juices,
tapioca balls, recipes and preparation techniques, freshly prepared and available for carry-out or
consumption on the premises.

The total investment necessary to begin operation of a San Chen franchise business is $155,500 to
$249,460 for a single outlet. This includes $92,800 to $108,960 that must be paid to the franchisor
or its affiliates. The total investment necessary to begin operation of a San Chen franchise business is
$406,500 to $541,100 for the area development. This includes $322,800 to $355,600 that must be
paid to the franchisor or its affiliates.

This disclosure document summarizes certain provisions of your franchise agreement and other
information in plain English. Read this disclosure document and all accompanying agreements
carefully. You must receive this disclosure document at least 14 calendar days before you sign a
binding agreement with, or make any payment to, the franchisor or an affiliate in connection with
the proposed franchise sale. Note, however, that no government agency has verified the
information contained in this document.

You may wish to receive your disclosure document in another format that is more convenient for
you. To discuss the availability of disclosures in different formats, contact Lin, Hui-Chuan at Chicha
San Chen Corporation, 1401 21ST ST, STE R, SACRAMENTO, CA 95811 and telephone 530-232-
5985.

The terms of your contract will govern your franchise relationship. Don’t rely on the disclosure
document alone to understand your contract. Read your entire contract carefully. Show your
contract and this disclosure document to an advisor, such as a lawyer or an accountant.

Buying a franchise is a complex investment. The information in this disclosure document can help
you make up your mind. More information on franchising, such as "4 Consumer’s Guide to Buying
a Franchise," which can help youl understand how to use this disclosure document is available
from the Federal Trade Commission. You can contact the FTC at 1-877-FTC-HELP or by writing
to the FTC at 600 Pennsylvania Avenue, NW, Washington, DC 20580. You can also visit the
FTC's homepage at www.fic.gov for additional information. Call your state agency or visit your
public library for other sources of information on franchising.

There may also be laws on franchising in your state. Ask your state agencies about them.

Issuance Date: March 1, 2025


https://www.chichasanchen.com/

How to Use This Franchise Disclosure Document

Here are some questions you may be asking about buying a franchise and tips on how to

find more information:

QUESTION

WHERE TO FIND INFORMATION

How much can I earn?

Item 19 may give you information about outlet sales, costs,
profits or losses. You should also try to obtain this
information from others, like current and former
franchisees. You can find their names and contact
information in Item 20 or Exhibit C.

How much will I need
to invest?

Items 5 and 6 list fees you will be paying to the franchisor
or at the franchisor’s direction. Item 7 lists the initial
investment to open. Item 8 describes the suppliers you
must use.

Does the franchisor
have the financial
ability to provide
support to my
business?

Item 21 or Exhibit B includes financial statements. Review
these statements carefully.

Is the franchise system
stable, growing, or
shrinking?

Item 20 summarizes the recent history of the number of
company-owned and franchised outlets.

Will my business be
the only San Chen
business in my area?

Item 12 and the “territory” provisions in the franchise
agreement describe whether the franchisor and other
franchisees can compete with you.

Does the franchisor
have a troubled legal
history?

Items 3 and 4 tell you whether the franchisor or its
management have been involved in material litigation or
bankruptcy proceedings.

What’s it like to be
San Chen franchisee?

Item 20 or Exhibit C lists current and former franchisees.
You can contact them to ask about their experiences.

What else should I
know?

These questions are only a few things you should look for.
Review all 23 Items and all Exhibits in this disclosure
document to better understand this franchise opportunity.
See the table of contents.




What You Need To Know About Franchising Generally

Continuing responsibility to pay fees. You may have to pay royalties and other fees

even if you are losing money.

Business model can change. The franchise agreement may allow the franchisor to
change its manuals and business model without your consent. These changes may require
you to make additional investments in your franchise business or may harm your
franchise business.

Supplier restrictions. You may have to buy or lease items from the franchisor or a
limited group of suppliers the franchisor designates. These items may be more expensive
than similar items you could buy on your own.

Operating restrictions. The franchise agreement may prohibit you from operating a
similar business during the term of the franchise. There are usually other restrictions.
Some examples may include controlling your location, your access to customers, what
you sell, how you market, and your hours of operation.

Competition from franchisor. Even if the franchise agreement grants you a territory, the
franchisor may have the right to compete with you in your territory.

Renewal. Your franchise agreement may not permit you to renew. Even if it does, you
may have to sign a new agreement with different terms and conditions in order to
continue to operate your franchise business.

When your franchise ends. The franchise agreement may prohibit you from operating a
similar business after your franchise ends even if you still have obligations to your
landlord or other creditors.

Some States Require Registration

Your state may have a franchise law, or other law, that requires franchisors to
register before offering or selling franchises in the state. Registration does not mean that
the state recommends the franchise or has verified the information in this document. To
find out if your state has a registration requirement, or to contact your state, use the
agency information in Exhibit E.

Your state also may have laws that require special disclosures or amendments be
made to your franchise agreement. If so, you should check the State Specific Addenda.
See the Table of Contents for the location of the State Specific Addenda.



Special Risks to Consider About This Franchise
Certain states require that the following risk(s) be highlighted:

1. Out-of-State Dispute Resolution. The franchise agreement requires you to
resolve disputes with the franchisor by mediation, arbitration and/or litigation
only in California. Out-of-state mediation, arbitration, or litigation may force you
to accept a less favorable settlement for disputes. It may also cost more to
mediate, arbitrate, or litigate with the franchisor in California than in your own
state.

2. Short Operating History. The franchisor is at an early stage of development and
has a limited operating history. This franchise is likely to be a riskier investment
than a franchise in a system with a longer operating history.

3. Financial Condition. The franchisor's financial condition, as reflected in its
financial statements (see Item 21), calls into question the franchisor's financial
ability to provide services and support to you.

Certain states may require other risks to be highlighted. Check the “State Specific
Addenda” (if any) to see whether your state requires other risks to be highlighted.
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ITEM 1 THE FRANCHISOR, AND ANY PARENTS, PREDECESSORS, AND
AFFILIATES

To simplify the language, this disclosure document uses “we” or “us” to mean Chicha San Chen
Corporation. “You” means the individual or entity buying the San Chen franchise and if an entity
acquires the franchise, all persons who own 20% or more of the franchisee entity (‘“Principal Equity
Owners”).

Franchisor, Parents and Affiliates

We do business under the name mean Chicha San Chen Corporation and also San Chen. Our principal
business address is 1267 Willis St. Ste 200, Redding CA 96001. We are a California corporation
formed on April 1, 2020. We also conduct business under Chi Cha San Chen. We were originally
incorporated under the name Chichia San Chen Corporation, but we filed a restated articles of
incorporation with the Secretary of State on December 31, 2020 and amended our name as Chicha
San Chen Corporation.

We have two affiliated companies. One is Fang Yuan F&B International Co., Ltd. (hereinafter as
“Fang Yuan”), and the other is Chi Chia Teashop Co., Ltd. (hereinafter as “Teashop”). Fang Yuan is
a Taiwan limited company formed on July 13, 2016. Fang Yuan is the owner of San Chen™ marks,
and it authorizes us to sublicense the marks to any persons or entities in the United States to operate
the San Chen™ franchise for 10 years from July 1, 2020 to June 30, 2030. Fang Yuan’s principal
business address is 2F., No. 10-3 Sec. 2, Xitun Rd., Xitun Dist. Taichung, Taiwan 40746. At the date
of this Disclosure Document, Fang Yuan owns and operates 5 outlets located in Taiwan. Fang Yuan
also franchises the system to 5 franchises internationally.

Teashop is a Taiwan limited company formed on November 18, 2013. Teashop is the owner of Chi
Cha Shau Pu marks. Teashop’s principal business address is 2F., No.15, Chinghai Road, Xitun
District, Taichung, Taiwan. At the date of this Disclosure Document, Teashop owns and operates 10
Chi Cha Shau Pu outlets located in Taiwan. Teashop also franchises the system to two hundred
franchisees in Taiwan and China.

The franchisor has operated businesses of the type being franchised in various international markets
outside the United States. Specifically, our parent company, Fang Yuan F&B International Co., Ltd.,
has a history of operating and offering franchises similar to the type being offered through this
document. Fang Yuan provides a range of products and services to its franchisees, thereby supporting
the franchise network internationally. The principal business address of Fang Yuan F&B International
Co., Ltd. is located at 2F., No. 10-3, Sec. 2, Xitun Rd., Xitun Dist., Taichung, Taiwan 40746.

We have never offered San Chen franchises or franchise in any other line of business, except as



indicated below.

By way of this Franchise Disclosure Document, we are offering and selling franchises under a
Franchise Agreement whereby the new Franchisee will acquire the right to open a San Chen™ outlet.
We are also selling franchises under an Area Developer Agreement whereby the new Area Developer
will acquire the right to open and operate multiple San Chen outlet within a specific territory.

Predecessors

We have no predecessor.

Agent for Service of Process

Our agent for service of process is disclosed in Exhibit F.
The Business We Offer

(1) Unit Franchise

We offer for sale a franchise to allow you to open and operate your own distinctive drinks and
beverages outlet of which is identified by the San Chen trade name. The beverage outlets are typically
located by the street in downtown area, free-standing building, or retail shopping center.

The Franchise Agreement and the Area Development Agreement authorizes you use the San Chen
trade name, trademarks and service marks (collectively, the Marks) in connection with the operation
of Beverage Outlets. The Beverage Outlets are established and operated under a comprehensive
design includes, but is not limited to, beverage making techniques and methods, various teapresso
products, specifications and procedures for operations, quality customer service, management and
financial control, training and assistance and advertising and promotional programs (collective, the
“System”). The System’s standards, specifications and procedures (collectively the “System
Standards”) are described in our confidential operations manual (“Manual”). The System and the
Manual may be changed, improved and further developed by us.

(2) Area Development

If you sign the Area Development Agreement, you will be able to open and operate multiple
distinctive drinks and beverages outlets. Under the Area Development Agreement, you will be
required to develop certain numbers of outlets within certain period of time. For instance, you will
be required to develop at least 2 outlets per year during the term of the Area Development Agreement.
The form of Area Development Agreement is attached as Exhibit E to this Franchise Disclosure



Document. The Area Developer will have the right to sign the same form of Franchise Agreement
for each future unit franchise.

(3) Master Franchise

By way of another Franchise Disclosure Document, we also offer for sale a franchise to allow
Master Franchisee to sub-license the San Chen trade name to Unit Franchisees or entities to open
and operate San Chen Outlet. Master Franchisee will also be allowed to open and operate its own
Outlets. The sale of Master Franchise is NOT included in this Franchise Disclosure Document.

General Market for Franchised Products and Services

The general market you will operate the business involves retail tea and coffee shops and other
restaurants offering specialty teas and other food products that are like San Chen products. The
customers for San Chen products are all individuals working or living within a reasonable proximity
to the Outlet and who are interested to try out tea-based beverage with additional tapiocas or jellies.
This type of business is fully developed and is not seasonal. Our initial approach to the marketing of
our business is to grant franchises in areas where the population of ethnic Taiwanese and other Asians
is greatest and where potential customer awareness of the brand is most likely.

Industry Specific Laws or Regulations

You will need a business license and reseller’s permit to open and operate the Outlet. You must
comply with federal, state, and local laws and regulation that are applicable to the operation and
licensing of our type of business. You must obtain all applicable health permits, inspections, and
approvals by municipal, county, or state health departments that regulate food handling and service
operations. Your San Chen Outlet must also meet applicable municipal, county, state, and federal
building codes and handicap access codes.

The U.S. Food and Drug Administration, the U.S. Department of Agriculture, state, and local
health departments administer and enforce regulations that govern food preparation and service.
State and local agencies inspect restaurants and other retail food service providers to ensure that
they comply with these laws and regulations.

The Federal Clean Air Act and various state laws require certain state and local areas to meet
national air quality standards limiting emissions of ozone, carbon monoxide and particles,
including caps on emissions from commercial food preparation. Some state and local
governments also regulate indoor air quality, including limiting the use of tobacco products in
public places, such as donut shops.



Competition

All San Chen franchisees will compete with other tea shops, coffee shops, and restaurants that offer
and sell specialty teas and tea drink combinations, including franchised operations and national
and regional chains such as Teavana, Starbucks and Peets Coffee and Tea, and smaller chains, and
independent operators that offer specialty teas, tea drink combinations, and other products
comparable to the San Chen Products

ITEM 2 BUSINESS EXPERIENCE

Lin, Hui-Chuan: Chief Executive Officer

Lin, Hui-Chuan has been the Chief Executive Officer of our company since July 10, 2024. Our
principal place of business is located at 1401 21st St. Ste R, Sacramento, CA 95811. In addition
to her role with our company, Lin, Hui-Chuan has served as the Managing Director of Fang Yuan
F&B International Co., Ltd. since July 10, 2024.

Prior to her current positions, Lin, Hui-Chuan held several key roles at Fang Yuan F&B
International Co., Ltd.:

1. Chief Executive Officer from June 1, 2019, to July 9, 2024.
2. Deputy General Manager from November 20, 2015, to May 31, 2019.

Fang Yuan F&B International Co., Ltd. is headquartered at 2F., No. 10-3, Sec. 2, Xitun Rd., Xitun
Dist., Taichung, Taiwan 40746.

In her roles, Lin, Hui-Chuan has had extensive management responsibilities relating to the sale
and operation of franchises offered by this document.

ITEM3 LITIGATION

In the Matter of the Commissioner of Financial Protection and Innovation v. Fang Yuan F&B
International Co., Ltd and Chicha San Chen Corporation (California)

On February 23, 2019, Fang Yuan F&B International Co., Ltd (“Fang Yuan”) offered and
sold a San Chen Subfranchise to Globalink USA, Inc. The Master Franchise Agreement signed by
Globalink granted it the right to itself open San Chen Franchises. On October 1, 2020, we filed an
initial franchise registration application for the offer and sale of San Chen Franchises. Corp. Code
sections 31111 and 31114 require franchisors to disclose the existence of and the name, address,



and contact information for existing outlets as of the most recent fiscal year end in Item 20 of
FDDs filed with the Department. Pursuant to section 31200, it is unlawful for any person willfully
to make any untrue statement of a material fact in any application, notice or report filed with the
Commissioner under the FIL, or willfully omit to state in any such application, notice, or report
any material fact which is required to be stated therein or fail to notify the Commissioner of any
material change as required by section 31123. The Commissioner finds that our failure to disclose
the existing unit franchise in Item 20 of the FDD filed and failure to disclose the name, address,
and contact information of the existing subfranchisor in its FDD filed are omissions of material
fact under the FIL, in violation of section 31200.

We executed a Consent Order with the State on January 28, 2022 by agreeing to the
following terms and conditions: (i) we are ordered to desist and refrain from the violations of
Corporations Codes section 32110 and the Franchise Investment Law; and (ii) we will deliver the
approved Notice of Violation to Globalink; and (iii) report to the Commissioner with proof of

mailing of the Notice of Violation; and (iv) receive the remedial education; and (v) appoint a
monitor to supervise the future filings.

ITEM4 BANKRUPTCY

We have no bankruptcy to disclose under this Item.

ITEMS INITIAL FEES

(1) Unit Franchise
Initial Franchise Fee
The Initial Franchise Fee for a unit franchisee to open a single Outlet is $30,000. The Fee is due

and payable in full, by cashier's check or money order or wire transfer to our bank account when
you sign the Franchise Agreement.

Equipment Package

We will provide you with a list of authorized suppliers of appropriate and recommended equipment.
The equipment will cost you from $20,000 to $30,000.

Opening Inventory

Before open each Beverage Outlets, you must purchase opening inventory from us which equals



to $10,000 per outlet (the “Minimum opening inventory”). An additional $1,000 service fee will
be charged for any purchase amount that is less than the Minimum Opening Inventory.

Security Deposit

The security deposit is $30,000. If you breach the terms and conditions of the Franchise
Agreement, we will use the security deposit to cure the default or to compensate for our damages.
After we use and deduct the security deposit, we will notify you in writing of such usage and
deduction. You will need to restore the deposit to its original amount within 10 days after the
notice. After the termination or expiration of Franchise agreement, we will use the security deposit
to compensate for our expenditures and damages. We will return the remainder to you within
thirty 30 days after the termination or expiration of Franchise Agreement. If the security deposit
is not enough to compensate for our expenditures or damages, we will give you a written notice of
such insufficiency. You must return the insufficient amount to us within thirty 30 days after
receiving such notice.

Training Fee

The First Stage Training is provided to you at no additional charge. Before trial operation,
Franchisor will dispatch up to two supervisors/trainers to Franchisee's Store and perform on-site
assistance for 14 days. Franchisee shall pay from $2,800 to $5,600 for the Second Stage Training.
Design Fee

For an outlet with a total area ranging from 1,000 to 1,200 square feet, the design services shall be
provided by Franchisor to Franchisee free of charge. If the total area of Franchisee’s outlet exceeds
1,200 square feet, Franchisee shall pay Franchisor a design fee calculated at the rate of $11.20 per
square foot for the area exceeding 1,200 square feet. In general, Design Fee will not exceed $3,360.
Refundability of Fees

The initial franchise fee, equipment, opening inventory, security deposit, training fee, and design
fee are not refundable. The security deposit is refundable after we deduct the necessary expenses
and damages.

(2) Area Development

Initial Area Development Fee

The Initial Franchise Fee for a unit franchisee to open a single Outlet is $200,000. The Fee includes



the total amount for all unit outlets to be opened, regardless of the number of outlets. The Fee is due
and payable in full, by cashier's check or money order or wire transfer to our bank account when
you sign the Area Development Agreement.

Equipment Package

We will provide you with a list of authorized suppliers of appropriate and recommended equipment.
The equipment will cost you from $60,000 to $90,000 for your first three outlets.

Opening Inventory

Before open each Beverage Outlets, you must purchase opening inventory from us which equals
to $5,000 per outlet (the “Minimum opening inventory”). You are obligated to develop and open
a minimum of three (3) outlets as part of the Area Development Agreement. Accordingly, you
shall incur an initial investment cost for opening inventory, which will amount to $30,000. This
cost is mandatory and must be paid as part of the initial investment for each of the three required
outlets. An additional $1,000 service fee will be charged for any purchase amount that is less than
the Minimum Opening Inventory.

Security Deposit

The security deposit is $30,000. If you breach the terms and conditions of the Area Development
Agreement, we will use the security deposit to cure the default or to compensate for our damages.
After we use and deduct the security deposit, we will notify you in writing of such usage and
deduction. You will need to restore the deposit to its original amount within 10 days after the
notice. After the termination or expiration of Area Development agreement, we will use the
security deposit to compensate for our expenditures and damages. We will return the remainder
to you within thirty 30 days after the termination or expiration of Franchise Agreement. If the
security deposit is not enough to compensate for our expenditures or damages, we will give you a
written notice of such insufficiency. You must return the insufficient amount to us within thirty
30 days after receiving such notice.

Training Fee

The First Stage Training is provided to you at no additional charge. Before trial operation,
Franchisor will dispatch up to two supervisors/trainers to Franchisee's Store and perform on-site
assistance for 14 days. Franchisee shall pay up from $2,800 to $5,600 for the Second Stage

Training.

Design Fee



In our franchise system, the initial design fee for the first three outlets is waived to support your
startup phase, offering a strong foundation for your business. Beyond this, a design fee of $5,000
is applied for each 356 square feet of your premises area. Should your premises exceed 356 square
feet, an additional fee of $11.2 per square foot will be charged.

Refundability of Fees
The initial area development fee, equipment, opening inventory, security deposit, training fee, and
design fee are not refundable. The security deposit is refundable after we deduct the necessary

expenses and damages.

ITEM 6 OTHER FEES

Type of Fee Amount Due Date Remarks

Royalty is due and payable on the
10th day of each month beginning
the first full calendar month after the
date your Outlet opens (“Opening
Date”). “Gross Revenues” include all
revenue from the sale of all products
and services and all other income of
Royalty' 6% of “Gross The 10th of | every kind and nature related to your
Revenues” every month? | franchise operation, whether for
cash, by redemption of gift
certificates or for credit, regardless of
collection. Gross Revenues do not
include sales tax or any other taxes
you collect from customers for
payment to an appropriate tax
authority.

Marketing 1% of gross revenue When it If we established a marketing and
Fund occurs advertising fund, we may ask you to
pay 1% of gross revenue to the fund.

We may dispatch personnel to your
outlet and inspect beverages if we

Before we . . .

Health The actual cost of receive any notice that your outlet is

. ) . perform the . i
Inspection Fees inspection providing beverages that use expired
raw materials. We may request you

provide samples of raw materials to a

inspection




specific organization for further
inspection or test. If the inspection
fails our standard, we will ask you to
cure the defects. You shall pay us all
the fees relating to a health
inspection.

Within seven (7) days after
expiration, termination, or rescission
of the Master Franchise Agreement,

De- When a you have to remove any signs,
identification $2,000/day violation | printing, and publicity materials that
Fees occurs bear our trademark. If you fail to
remove within the period, you have
to pay us $2,000 per day until the
date of removal.
Reimbursement We may remove the signs, printing,
Fees to De- and publicity materials after ten (10)
identification When the | days of expiration, termination, or

Actual Cost of Removal

Fees incurred

rescission of the Master Franchise
Agreement. You have to pay us the
actual fee incurred.

Renewal Fee!

$10,000?

When you
sign the
renewal

Franchise

Agreement?

You are qualified for renewal if all
fees due us are paid and you are not
in breach of any term of your
Franchise Agreement.

1. All fees are imposed and collected by and are payable only to us. Except as indicated in Item 5
or otherwise in the table above, all fees are non-refundable. All fees are uniformlyimposed.

2. This fee may be adjusted by changes since the effective date of the Franchise Agreement in the

annual average of the Consumer Price Index for All Urban Consumers (“CPI”), published by the
Bureau of Labor Statistics of the United States Department of Labor, or the highest similar future
index if these figures become unavailable.

3. If any payment is not paid when due, you must pay a late charge of 5% of the amount past due
plus interest on the unpaid amount at an annual percentage rate (“APR”) of 10% (which is the

highest interest rate allowed by law in California), and you must reimburse us immediately upon
demand for all reasonable costs of collection relating to delinquent amounts. Interest begins from
the date payment was due.




ITEM7 ESTIMATED INITIAL INVESTMENT

YOUR ESTIMATED INITIAL INVESTMENT

To Open an Outlet
Method To whom payment
Type of expenditure Amount of When due ) ey
is to be made
payment
.. . Wh ign th
Initial Franchise Fee'? $30,000 |Lump sum eg you sign the Us
Franchise Agreement.
. 12 Before we deliver
Design Fee': $0 to 3,360 |Lump sum ) Us
design floor plan
. . When you sign the
12
Security Deposit $30,000 |Lump sum Franchise Agreement. Us
. 2800 t Bef ide th
Training Fee $2800 to Lump sum © or‘e .We provide te Us
$5,600 training program
Training expenses?> $5,000 to As During trainin Airline, travel and
£ exp $10,000 incurred £ £ lodging vendors
f Outlet i s
Lease of Outlet premises | ¢ 15015 | As Landlord, utilities
and lease . As arranged .
. 24 $20,000 incurred and other suppliers
security deposit*
1
Leasehold $10,000 As Landlord and other
improvements>> to arranged As arranged vendors
P §50,000
. : 20,000
Equipment, furniture and $ As
fixtures®® to arranged As arranged Us
$30,000
$700 .
A Suppl d
Point of sale system?>’ to incu:re d As arranged ul:/ 12 rfli)srsan
$2,500
: . 1,000 )
Interior/exterior signs and $ As Suppliers and
raphics®8 to incurred As arranged vendors
SHap $5,000
. Att ,
. 9 $5,000 to As Before and during OTneys
Professional fees* . ) accountants and
$10,000 incurred opening .
other professionals
. . 1,000
Business licenses and $ Government
ermits?? to Lump sum As arranged aoencies
P $5,000 &

10




Inventory and
administrative supplies $10,000 |Lump sum Before opening Us
to begin operating®!°
$1,000 Insurance
Business insurance?®!2 to Lump sum As arranged companies
$3,000 P
.. 30,000
Additional funds — 3 $ As . Employees,
months?!? to incurred After opening suppliers, utilities
$40,000 PPIEES,
TOTAL™ $155,500 to $249,460
Your Estimate Initial Investment
To become an Area Developer
Method To whom payment
Type of expenditure Amount of When due ) P2y
is to be made
payment
Initial Area Development §200,000 |Lump sum Wheg you sign the Us
Fee'? Franchise Agreement.
. . When you sign the
12
Security Deposit $30,000 |Lump sum Franchise Agreement. Us
: 2800 t Bef ide th
Training Fee $2800 to Lump sum © or‘e .We provide the Us
$5,600 training program
Training expenses’” $5,000 to As During trainin Airline, travel and
£ exp $10,000 incurred £ £ lodging vendors
t i el
Lease of Outlet premises $30,000 to As Landlord, utilities
and lease . As arranged .
. 24 $60,000 incurred and other suppliers
security deposit*
1
Leasehold $10,000 As Landlord and other
improvements®> to arranged As arranged vendors
P §50,000
Equipment, furniture and| $60,000 to As
A d U
fixtures®® $90,000 | arranged > artange >
. $700 to As Suppliers and
Point of sale system?’ . A
oint of sale system $2.500 incurred s arranged vendors
Interior/exterior signs and| $1,000 to As As arranced Suppliers and
graphics®? $5,000 incurred & vendors
. Att ,
. 9 $5,000 to As Before and during OTneys
Professional fees* . . accountants and
$10,000 incurred opening

other professionals
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Business licenses and $1,000 to Lump sum As arranged Government
permits>* $5,000 agencies
Inventory and
administrative supplies $30,000 |Lump sum Before opening Us
to begin operating?!°
Business insurance>!? $;’3(ng (;[0 Lump sum As arranged (:Icr)lrsr?;:;licjs
Additional funds — 3 $30,000 to As After opening Employees,
months?!? $40,000 incurred suppliers, utilities
TOTAL™ $406,500 to $541,100

(1) These fees must be paid in full at the time indicated. To be eligible to sign the Franchise
Agreement, you must provide us with reasonable proof of your financial ability to make the initial
investment described above and you must authorize us to conduct a credit check to confirm your
financial ability to purchase and develop the Outlet.

(2) Although we cannot assure you this will happen, if you do not open for business, you may
receive a refund from us for any remaining Security Deposit and from other suppliers for unused
inventory, unspent advertising and canceled insurance. Otherwise the payments listed in the table
above (including the Initial Franchise Fee, Initial Area Development Fee, Design Fee, Training Fee,
and Equipment Fee) arenonrefundable.

(3) Initial training is typically completed in two phases 15 days at our headquarters and then 15
days at your Outlet when it opens. These expenses represent the travel and living expenses for you
and your staff during training.

(4) You will need to rent a suitable retail site for your Outlet and the rent or lease deposit amount
will vary depending on the location. A security deposit and first month’s rent are standard
requirements to execute a commercial lease. The cost range in the table above does not include the
last month’s rent of the premises but does include connection charges and security deposits for
utilities provided to the Outlet, business licenses, and related prepaid opening expenses.

(5) You will need to conduct the necessary build-out of your leased space according to our designs
and other requirements. The size of Outlets generally ranges from 400 square feet to 1000 square
feet of floor space, but we may allow a smaller size of Outlet under special circumstances subject
to our approval (e.g., “island” style store in a mall). The amounts listed in this type of expenditure
are estimates that are based on basic build out of our Outlet design but do not include many
variables related to the pre-existing condition of any one location. The cost of your build-out may
be reduced by a Tenant Improvement (“TI”’) allowance or rebate from the landlord, which varies
depending on the terms of each lease agreement. However, you will be required in most cases to
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complete the build-out, satisfy all related invoices to contractors and service providers in order to
qualify for the TI rebate from the landlord.

(6) The equipment and fixtures you need to obtain includes a label printer, sealing machine,
fructose dispenser, 2 door commercial glass reach-in refrigerator, chest freezer with sliding glass
door, half- moon type ice maker machine, 30-gallon kettle, steam maker, 30-liter automatic water
softener, citrus juicer, induction cooker, 43-inch TV, multifunctional 8 types-timer, wireless
transmitter/display kiosks, and time clock. Furniture you need to obtain includes tables, chairs and
shelving.

(7) This includes point of sale (“POS”) system with cash register, receipt printer, computer system,
and credit card reading/charging equipment.

(8) The quantity, size, type and cost of signs will vary substantially per lease space and in
accordance to stipulations of each landlord and local governmental regulations. These estimates
include the average filing fees for obtaining the necessary sign permits.

(9) This includes professional legal and accounting fees to review the franchise and set up the
Outlet.

(10) You must buy initial proprietary tea, fruit and other proprietary ingredients needed to make
San Chen beverages, proprietary administrative supplies, including flyers, recruitment canvas
strips, grand opening canvas strips, sale trial canvas strips and advertising sign stand including
promotion rack from our us.

(11) We will provide promotion for you free of charge.

(12) As an independently owned and operated franchisee, you are responsible for all costs or
liabilities arising from the operation of your Outlet, and it is imperative you carry adequate insurance
to protect yourself. You are recommended to obtain the insurance coverage from local carrier. The
currently required minimum coverage and limits of insurance are (i) general liability insurance
with limits of at least $1,000,000 per occurrence and $2,000,000 aggregate and (ii) workers’
compensation insurance to meet the statutory coverage of the state where your Outlet is located. To
the extent permissible under law, these insurance requirements may be satisfied with a combination
of primary, umbrella and/or excess policies. All insurance policies will name you as named insured
and, except for Workers’ Compensation policies, will name us and any of our subsidiaries and
affiliates of these companies now existing or which may hereafter exist as additional insureds,
including their employees, officers and directors on additional insured endorsement forms. The
costs of premiums will vary based on location of the Outlet and any prior claim history. The required
coverage and limits are subject to change.
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(13) It is always a good idea to have some cash reserves available to cover initial operating
expenses. This estimates the additional funds you will need for your first 3 months of operation,
not including payroll costs for your first 30 days of operation which are set forth separately in the
table. These figures are estimates and we cannot guarantee that you will not have additional
expenses during your first 3 months of operation. Your costs will depend on factors such as how
many trainers and administrative employees you intend to hire; how much you follow our methods
and procedures; your management skill, experience and business acumen; local economic
conditions; the local market for our products and services; the prevailing wage rate; competition;
and the sales level reached during the initial period.

(14) This estimates your initial start-up expenses. These figures are estimates and we cannot
guarantee that you will not have additional expenses starting the business. We do not finance any
part of the initial investment. You should review these figures carefully with a business advisor
before making any decision to purchase the franchise.

ITEM8 RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

Required Purchases of Goods or Services, including Computer and Point of Sale System

You must purchase a point-of-sale system (“POS System”) for your Outlet from us. You are not
required to purchase, use and maintain a specified personal computer system to operate your
Outlet. We require you to maintain an e-mail account and provide us with reports by email in the
manner required in the Confidential Operations Manual (the “Manual”).

You must purchase items bearing our trademarks only from us, our affiliated companies, or other
reputable suppliers. Also, you must use in the development and operation of your Outlet those
fixtures, items of equipment, including food preparation and storage equipment, display cases,
cash registers and computer systems, storefront, supplies and signs that we have approved as
meeting our specifications and standards for appearance, function, design, quality and
performance. You must place or display at the premises of your Outlet (interior and exterior) only
such signs, emblems, lettering, logos, and display materials that we approve in writing. All
equipment leases will be between you and the lessor. Under no circumstances can you sign any
lease as if you were us, or on our behalf.

Required and Approved Suppliers
The reputation and goodwill of the San Chen system depend on offering high-quality products. All

beverage products, supplies, equipment, materials, and services for your Beverage Outlet must
meet our specifications, standards, and requirements. You must purchase these items from
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approved suppliers, including manufacturers, distributors, and other providers of goods and
services.

You can anticipate that over 80% of the total purchases for establishing and operating the
franchised business will be made from approved suppliers per our specifications. Suppliers are
required to share shipping, distribution, and all other information with us, and your cooperation is
mandatory.

Fang Yuan F&B International Co., Ltd., an affiliate of our company, holds the status of an
approved supplier within our network. It is important to note that Fang Yuan F&B International
Co., Ltd. is one among several authorized suppliers, ensuring a diverse supply chain for our
franchisees.

Our Chief Executive Officer holds an ownership interest in Fang Yuan F&B International Co.,
Ltd., a supplier with which our franchisees may conduct business. In our role as franchisor, we are
committed to negotiating purchase arrangements with suppliers on behalf of our franchisees. These
arrangements are intended to include favorable pricing terms and other benefits that aim to support
the economic interests of our franchise network.

The product offerings from Fang Yuan F&B International Co., Ltd. encompass a comprehensive
range of items essential for franchise operations. These include, but are not limited to, high-quality
tea, tapioca, a variety of jams, and a complete suite of beverage preparation equipment.
Additionally, they provide essential operational supplies such as cups, lids, straws, and uniforms,
as well as critical kitchen equipment like stoves. This extensive product range is designed to meet
the varied needs of our franchisees, ensuring they have access to supplies for outlet’s day-to-day
operations.

Approval of Alternative Suppliers

Franchisees are at liberty to propose alternative suppliers for consideration. However, these
suppliers must unequivocally demonstrate their capacity to comply with the comprehensive
specifications, standards, and requirements as established by us. Additionally, they must possess
the requisite capacity to meet the quality and delivery expectations of our franchisees system-wide,
which may encompass the provision of supplies to all San Chen franchisees.

In the evaluation process for approving any alternative supplier, we will meticulously assess
factors that include, but are not limited to, product consistency, the reputation of the supplier's
brand, the potential for cost savings through economies of scale, and the unique value propositions
that the supplier may bring to the San Chen system, such as the capacity for innovation and new
product development.
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Our decision-making paradigm for supplier approval is holistic, taking into account the interests
and operational efficacy of the San Chen system at large. This comprehensive approach may result
in scenarios where certain franchisees incur higher costs than they might with suppliers not
sanctioned by us. Notwithstanding, Nevertheless, we maintain an unequivocal right to refuse
approval of any proposed supplier based on our discretion. For transparency and convenience, a
catalog of currently sanctioned suppliers is available for review by all franchisees upon formal
request.

Our proprietary criteria for the approval of alternative suppliers are confidential and will not be
disclosed to either franchisees or their prospective suppliers. Should you wish to nominate an
alternative supplier for consideration, you are required to formally submit a written application to
our headquarters. In assessing the viability of any proposed supplier, we may necessitate the
provision of sample materials to either our in-house evaluation team or an independent testing
facility. Our review will be conducted in accordance with established protocols and resource
availability, which may influence the timeline for our response.

It is incumbent upon the supplier to meet our prevailing specifications, standards, and operational
requirements. This may entail entering into a non-disclosure agreement and providing financial
assurances, such as a performance bond or guarantee. Be advised that we reserve the right to amend
our specifications, standards, and requirements at our sole discretion and without prior notice.
Following the evaluation, we shall communicate our decision regarding the proposed supplier's
approval or rejection within a sixty-day timeframe, subject to the nature of the products or services
under consideration. Approval may be retracted at any point should the supplier fail to continually
meet our standards, or if we revise our requirements.

Should any costs be incurred in the course of the evaluation and testing of a supplier, you or the
supplier will be responsible for reimbursement. We maintain the prerogative to limit the number
of suppliers we accept and, in certain product or service categories, to exclusively appoint a third
party or ourselves as the sole supplier.

In alignment with the Franchise Agreement, you are obliged to secure and sustain, at your expense,
the requisite insurance coverage that we specify from time to time. Such insurance must be
comprehensive enough to fulfill all related obligations and designate us as an additional insured
entity. The cost of premiums will be contingent upon the terms set forth by the insurance provider
and will reflect your historical interactions with them.

Issuance of Specifications and Standards

We issue specifications and standards regarding authorized San Chen products and services to you
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through the Manual and other communications in writing or by email. We also issue specifications
and standards regarding authorized San Chen products and services to its designated and approved
suppliers in writing or by email. We may modify these specifications and standards at any time
but only after delivering written notification of the modifications and providing you or suppliers a
reasonable amount of time to implement the modifications.

Revenue from Franchisee Purchases

We (the “Franchisor”) and our parent company, Fan Yuan F&B International Co., Ltd, may derive
revenue, rebates, or other material consideration in connection with the required purchases or
leases of products, supplies, equipment, or services by our franchisees. The following disclosures
are based on the most recent audited financial statements of our parent company:

(a) Franchisor’s total revenue, based on the most recent audited financial statements:

For the fiscal year ended December 31, 2024, our parent company, Fan Yuan F&B
International Co., Ltd, reported total revenue of $14,083,133.

(b) Franchisor’s revenues from all required purchases and leases:

Of the total revenue reported, $8,903,245 was derived directly from mandatory purchases
and leases made by franchisees.

(c) Percentage of franchisor’s total revenues from required purchases or leases:

Revenue from required purchases and leases accounted for 63% of the total revenue of Fan
Yuan F&B International Co., Ltd for fiscal year 2024.

These figures are drawn from the audited financial statements of Fan Yuan F&B International Co.,
Ltd for the fiscal year ended December 31, 2024.

Payments to us and purchases from designated vendors and approved suppliers (i) in establishing
your franchise business will range from 28% to 36% of your subfranchisee's total initial investment
and (ii) in operating the Outlet will range from 23% to 27% of your total monthly expenses.

Cooperatives

We are not presently involved in establishing purchasing or distribution cooperatives for franchisees.
We will not establish purchasing or distribution cooperatives for franchisees.
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Material Benefits Based on Franchisee Purchases

We do not provide any material benefits to you based on your purchase of specific products or

services or your use of specific suppliers.

ITEMY9 FRANCHISEE’S OBLIGATIONS

This table lists your principal obligations under Franchise Agreement and Area Developer

Agreement.

agreements and in other items of this disclosure document.

It will help you find more detailed information about your obligations in these

Section in area

— Section in franchise Disclosure
Obligation development .
agreement document item
agreement
ite selecti
a. Site selection and 7.1,7.2 Exhibit 1 6.1
acquisition/lease
b. | Pre-opening purchases/leases 7.2,7.3 2.2 8
. Site devel‘opment ?nd other 71,72 21 6.7. 11
pre-opening requirements
d. Initial and ongoing training 6.1-6.4 5.1-5.4 11
e. Opening 33,72,7.3 Not Applicable 11
f. Fees 4.1-4.8,5.2,12.2 3.1,3.3-3.7 5,6
li ith st
g. | Compliance with standards and 8.1-8.3 Not applicable 11
policies/ operating manual
T k iet
p, | Irademarks and proprictary 8.8,9.1-9.5 8.1,8.2 13,14
information
Restrictions on
1. . 3.2,34,8.1,8.13 1.1 16
! products/services offered
Warranty and
j. customer service 3.3,8.1 Not applicable 11
requirements
Territorial | t
g | [Temitorial developmentand |\ poble | Exhibit 1, 1.2, 2.4 12
sales quotas
. . .
L Ongoing product/service 73 Not applicable g
purchases
Maint
m. am enanF: © appe.arance and 52,7.2,85 Not applicable 11
remodeling requirements
n. Insurance 8.10 Not applicable 6, 8
.. 43,7.4,8.%8,8.13,
0. Advertising 10.1,102 6.3-6.6 5.2 6,11
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p. Indemnification 16.2 Not applicable 6
Owner’s 3.6,6.1,6.2,6.3,
q. | participation/management/staffi 8.1, Not applicable 11,15
ng 12.6

r. Records and reports 8.7 Not applicable 6

S. Inspections and audits 8.7, 8.11 Not applicable 6,11

t. Transfer 12.1-12.7 4 17

u. Renewal 52,53 1.3,3.7 17

V. Post-termination obligations 11.2,15.1,15.2 11.1-11.3 17

W. Non-competition covenants 11.1-11.3 10.1, 10.2 17

X. Dispute resolution 14.1-14.5 12.1-12.5 17
Compliance with anti-terrorism . Not

v End other federal laws 16.12 Not applicable applicable

ITEM 10 FINANCING

We do not offer direct or indirect financing. We do not guarantee your note, lease,
or other obligation.

ITEM 11 FRANCHISOR’S ASSISTANCE, ADVERTISING, COMPUTER SYSTEMS,
AND TRAINING

Except as listed below, we are not required to provide you with any assistance.

(1) Our Pre-Opening Obligations

Before you open your business, we will:

1. Designate your franchise territory (see section 3.1 and Exhibit 1 of the Franchise Agreement).

2. Provide you with initial training and orientation in the San Chen system and how to operate the
Outlet (see section 6.1 of the Franchise Agreement and the Training Program described below in this
Item 11). Your Store Manager must successfully complete initial training to our satisfaction before
you can open your Outlet.

3. Provide you with a general plan for the layout, furnishing and equipping of your Outlet, together with

a written schedule of all foods, food items and beverages that must be sold at your Outlet and a list of
approved and designated suppliers (see section 7.2(a) of the Franchise Agreement).
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4. Assist you in selecting a site for your Outlet. Although we do not typically pre-select the site for
your Outlet, we must give our final consent to the location before your Outlet can be placed there
(see section 7.2(a) of the Franchise Agreement). We will determine or approve the location of future
units and any territories for those units, and our then-current standards for sites and territories will
apply. You have 180 days after signing the Franchise Agreement to locate an acceptable site for
your Outlet. We will review and either consent to or decline the proposed site for your Outlet within
5 business days after you provide us with its address. If you are unable to locate an acceptable site
within 180 days, we can terminate the Franchise Agreement (see section 7.2(a) of the Franchise
Agreement). The factors that we consider in consenting to a site for the Outlet include general
location, neighborhood, population demographics, public awareness of the San Chen brand, traffic
patterns, parking, size, physical characteristics of existing buildings, and lease or rental terms. We
do not own and lease to you the premises on which the Outlet will be located. Our review and
consent to the location of the Outlet is no guarantee or assurance that you will be successful there.

5. Provide you with a copy of, electronic access to, the Manual (see section 7.2 of the Franchise
Agreement).

6. The franchisor directly provides essential services for franchisees, which include the delivery
and installation of the necessary equipment, signage, and fixtures required for the operation of the
franchised business. This comprehensive support ensures that all franchisees are equipped with the
appropriate tools and branding materials that meet our quality and brand standards. The
franchisor’s commitment to facilitating these foundational aspects of the franchisee’s operations
is designed to promote a uniform and efficient opening process for each franchised location.

(2) Length of Time to Open the Outlet

We estimate the typical length of time between the signing of the Franchise Agreement (when you
make your first payment to us for the franchise) and the opening of your Outlet will be 9 months.
Factors that may affect this length of time include the satisfactory completion of initial training by
your designated attendees, location of an acceptable site, ability to obtain an appropriate lease,
financing arrangements, compliance with zoning and local ordinances, weather conditions, shortages,
the contractor’s ability to complete construction of the Outlet, and delivery and installation of
equipment, fixtures and signs. If you do not begin operating your Franchised Business within 180
days after we consent to the site for your Outlet, or within 365 days after you sign the Franchise
Agreement, we may terminate the Franchise Agreement (see section 7.2(a) of the Franchise
Agreement) and if we do so under those circumstances, we are not obligated to refund your initial
franchise fee and development fee.

(3) Our Obligations during the Operation of the Franchise
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During the operation of the franchised business, we:

1. Will provide you with access to, and integrate information about your Outlet into, the San Chen
website (see sections 6.2 and 6.3 of the Franchise Agreement).

2. Will be reasonably available by phone and e-mail for guidance in the operation and management
of your Outlet (see sections 6.2 and 6.3 of the Franchise Agreement). However, we do not provide
you with assistance in hiring employees. It is your sole responsibility to hire full-time or part-time
employees.

3. May visit you periodically at no cost to you to provide additional sales and administrative review and
assistance, including assistance with establishing and using administrative, bookkeeping, accounting
and inventory control procedures. If you request this assistance and we agree to provide it, you must
reimburse us for the cost of our representative’s transportation and lodging. We may also, at our
discretion, charge an additional training fee of up to $200 per day for San Chen training courses,
seminars, conferences or other programs that we require you or your representatives to attend.
The nature, frequency and duration of this assistance by representatives of We will be in our
sole discretion. (See section 6.2 of the Franchise Agreement.)

4. In connection with your ongoing obligation to maintain the Outlet in accordance with our
standards, will notify you if the general state of repair, appearance or cleanliness of your Outlet or
its fixtures, equipment or signs do not meet our standards, and specify the action you must take to
correct the deficiency (see section 8.11 of the Franchise Agreement).

Our Role in Assisting with Pricing

In relation to the establishment of prices for products and services within our franchise network,
the following outlines our obligations and the level of assistance provided to franchisees:

1. No Minimum or Maximum Price Setting: The franchisor does not mandate any minimum or
maximum prices for the sale of products and services by franchisees. This policy provides
franchisees with the flexibility to set prices that are competitive and appropriate for their specific
market conditions.

2. Provision of Suggested Prices: While the franchisor does not impose pricing requirements, we
do provide franchisees with suggested prices. These suggestions are based on comprehensive
market analysis, cost considerations, and a deep understanding of the industry and consumer

expectations.

3. Factors Influencing Suggested Prices: The suggested prices are formulated considering various
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factors, including but not limited to, the cost of goods, operational expenses, local market
conditions, competitive pricing strategies, and overall brand positioning. These prices aim to
balance profitability for franchisees with value for customers.

4. Franchisee Discretion: Franchisees have the discretion to adjust their prices as they see fit,
keeping in mind their operational costs, local market dynamics, and customer base. The
franchisor’s suggested prices serve as a guideline to assist in making informed pricing decisions.

Advertising Program for the Franchise System

We intend to use digital media (Internet, Facebook, Twitter, etc.) and targeted print media in our
marketing and advertising efforts. And in the future, we may use local radio and television
advertising. We will be using in-house advertising personnel to do this, but we also intend to hire
advertising and public relations firms to assist us in these efforts. We are not required to spend
any advertising fees in your franchised territory, although we may do so. Advertising Fees are spent
to benefit all franchises, including you.

Although we are not obligated to do so, we may provide you with general advertising programs and
sales promotion, and campaign advertising materials. You may develop advertising materials for
your own use, at your own cost. But we must approve all advertising materials in advance and in
writing.

We do not yet have a franchisee council that advises us on advertising policies, but we may
establish one in the future, and if we do so, we will request input on advertising informally from
franchisees. We do not have a marketing fund; therefore, you are not required to pay any for the
advertising fund. We will not establish any marketing fund in the future; therefore, you will not
be required to pay or contribute any to the marketing or advertising fund.

We will provide general advertising programs, sales promotion, campaign, and sample advertising
materials to you. You may develop advertising materials for your own use, at your own cost. But
we must approve all advertising materials in advance and in writing. You grant us a right to use
the name, image, and likeness of you, all Principal Equity Owners and any of your affected
employees, for commercial purposes in connection with the marketing and promotion of the
Marks, San Chen Products, any San Chen Outlet and franchise system. (See section 9.1(d) of the
Franchise Agreement.)

Electronic Cash Registers and Computer Requirements

You must purchase POS System from us and allow us to track and process retail sales at the Outlet
(see section 8.4(a) of the Franchise Agreement). We estimate the cost of purchasing or leasing this
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POS is $700 to $2,500. You will use this POS system to complete point-of-sale transactions and
track your sales. There are no contractual limits on our independent access to the information and
data stored on your POS system. You are responsible for all ongoing maintenance ,repairs, and
upgrades. We anticipate that the annual cost of optional or required maintenance, updating,
operating, or support regarding the POS system will range from $500 to $1,000.

We also require you to maintain an e-mail account to communicate with us regularly concerning
sales and operations at your Outlet, in the manner we specify in the Manual or otherwise in writing
(See section 8.4(b) of the Franchise Agreement). We estimate that the annual cost of optional or
required maintenance, updating, operating or support contracts regarding the e- mail account is
$200 to $500.

Site Selection and Approval

In the selection and approval of sites for franchise locations, the franchisor employs a
comprehensive and strategic approach, considering a multitude of factors to ensure each site aligns
with the brand's standards and market positioning. The process and conditions are as follows:

1. Market Analysis: A thorough market analysis is conducted to evaluate the potential customer
base, demographic compatibility, and the presence of competing businesses. This includes
assessing population density, income levels, and consumer preferences relevant to the franchise’s
offerings.

2. Visibility and Accessibility: Sites must offer good visibility from main roads and easy
accessibility for customers. This includes considerations for adequate signage, parking facilities,
and ease of entry and exit for both foot and vehicular traffic.

3. Foot Traffic: High foot traffic areas are preferable, especially locations near commercial centers,
educational institutions, entertainment venues, or any area with a consistent flow of potential
customers.

4. Size and Layout: The physical dimensions and layout of the site must be sufficient to
accommodate the franchise’s operational needs, including customer service areas, kitchen and

storage space, and any other specific requirements unique to the franchise.

5. Compliance with Zoning and Regulatory Requirements: The selected site must comply with all
local zoning laws and regulatory requirements, including health and safety standards.

6. Lease Terms and Costs: The economic feasibility of the site is considered, including lease or
purchase terms, maintenance costs, and any required renovations or upgrades to meet the
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franchise’s specifications.

7. Approval Timeline: The franchisor has a period of 10 days to review and approve proposed
sites. If a site is disapproved, the franchisee is required to seek approval for alternative locations.

8. Resolution of Disagreements: In instances where the franchisor and the franchisee are unable to
agree on a site, the franchisee’s preference will prevail, provided that the chosen site meets the
basic criteria and standards set forth by the franchisor.

Cooperative

It is important to note that franchisees are not required to participate in local or regional advertising
cooperatives. This disclosure is made to clarify the franchisee’s obligations and rights concerning
local or regional marketing efforts. The key points of this policy are as follows:

1. Voluntary Participation: Participation in any local or regional advertising cooperative is entirely
voluntary for franchisees. There is no obligation under the franchise agreement for a franchisee to
engage in such cooperatives.

2. Decision-making Autonomy: Franchisees retain the autonomy to make independent decisions
regarding their involvement in local or regional advertising initiatives. This allows franchisees to
tailor their marketing strategies to suit their specific market conditions and business goals.

3. Franchisor Support: While participation in advertising cooperatives is not mandatory, the
franchisor may provide guidance, resources, or support for franchisees who choose to engage in
these cooperatives. This support aims to enhance the effectiveness of local or regional marketing
efforts.

4. Independent Marketing Efforts: Franchisees are encouraged to undertake their own marketing
initiatives in addition to any national advertising campaigns conducted by the franchisor. These
individual efforts should comply with the franchisor’s branding guidelines and marketing policies.

5. No Penalties or Restrictions: There will be no penalties, restrictions, or negative consequences
imposed by the franchisor on franchisees who opt not to participate in local or regional advertising
cooperatives.

6. Communication and Collaboration: Franchisees are encouraged to communicate and collaborate

with the franchisor and other franchisees regarding marketing strategies and opportunities, even if
they choose not to participate in cooperative advertising efforts.
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Operations Manual

We will loan you one copy of our Educational and Function Training Manual (containing a total
of 76 pages) and other applicable documentation during the relevant phases of initial training (see
section 8.2 of the Franchise Agreement). The Manual contains mandatory and suggested
specifications, standards and procedures for operation of your Outlet.

We will modify the Manual, and you must comply with these changes when you receive them, but no
modification will alter your status and rights under the Franchise Agreement. This Manual is
confidential and remains our property. If you lose or allow the unauthorized duplication of the
Manual or any other confidential manuals or proprietary materials loaned to you by us, you will be
deemed to be in violation of this Agreement and all other agreements you have with us (see section
8.2 of the Franchise Agreement) and we would be entitled to recover damages from you.

The following is the Table of Contents of the Manual as of the date of this disclosure document:

Topic Number
of Pages

Chapter 1 Brand Introduction Business: Brand Introduction 6
Chapter 1 Brand Introduction Business: Business Philosophy 7
Chapter 2 Clothing and Service: Appearance and Dress Code 10
Chapter 2 Clothing and Service: Service Essentials 12
Chapter 3 Checkout Counter Recognition and Teaching: Procedure at Check Out Counter 14
Chapter 3 Checkout Counter Recognition and Teaching: Drink Item Introduction 18
Chapter 3 Checkout Counter Recognition and Teaching: Beverage Serving Process 21
Chapter 3 Checkout Counter Recognition and Teaching: The Assessment Forms Dedicated to 25
Checkout Counters

Chapter 4 Tea Brewing Knowledge and Teaching: Tea Leaves Knowledge 32
Chapter 4 Tea Brewing Knowledge and Teaching: The Introduction of Teapresso Machines 33
Chapter 4 Tea Brewing Knowledge and Teaching: Tea Brewing Utensils 33
Chapter 4 Tea Brewing Knowledge and Teaching: Tea Brewing Process 34
Chapter 4 Tea Brewing Knowledge and Teaching: Cleaning Process After Tea Brewing 35
Chapter 4 Tea Brewing Knowledge and Teaching: Teapresso Machine Backwash 36
Chapter 4 Tea Brewing Knowledge and Teaching: Teapresso Machine Handles Cleaning 37
Process

Chapter 4 Tea Brewing Knowledge and Teaching: Tea Brewing Assessment Forms 38
Chapter 5 Kitchen Knowledge: Utensil Introduction 41
Chapter 5 Kitchen Knowledge: Material Introduction 42
Chapter 5 Kitchen Knowledge: Material Storage Location 42
Chapter 5 Kitchen Knowledge: Material Conditioning 42
Chapter 5 Kitchen Knowledge: Material Expiries 46
Chapter 5 Kitchen Knowledge: Material Preparation Registration Forms 46
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Chapter 5 Kitchen Knowledge: Kitchen Assessment Forms 47

Chapter 6 Bar Counter: Utensil Introduction 51
Chapter 6 Bar Counter: Beverage Preparing Process 52
Chapter 6 Bar Counter: Drink Making Process 52
Chapter 6 Bar Counter: The Maintenance Method of Quantitative Fructose Dispenser Machine 54
Chapter 6 Bar Counter: Bar Counters Assessment Forms 57
Chapter 7 Tasting Knowledge: Utensil Introduction 60
Chapter 7 Tasting Knowledge: Tea Leaves-Qingxin Oolong Tea 60
Chapter 7 Tasting Knowledge: On-Site Brewed Tea Integrated with Designated Terminology 62
and Phrases
Chapter 7 Tasting Knowledge: On-Site Brewing Designated Terms and Phrases Procedure 66
Q&A
Chapter 7 Tasting Knowledge: Tasting Assessment Forms 67
IAnnex I: Chi Cha San Chen-Lishan Oolong Tea 68
IAnnex II: Product and Sales Planning 74
Total Pages 76

Currently, we have no policy under which we will render services to you not required by your
Franchise Agreement (or other agreements with us) or the Manual.

TRAINING PROGRAM

Hours of | Hours of On

Day Topics Classroom the Job Location
Training Training
1 Brand Introduction, Philosophy, and Dress Code 8 0 San Francisco, CA
Greeting, Drink Serving, Order, Operation of
2 |Point of Sale System, Confirmation after 6 2 San Francisco, CA

Ordering, and Beverage Pickup Procedure

Introduction to the Base Tea, Honey, Fruit Tea,

2 San Franci CA

3 Milk, Toppings, and All-Star Products (Part 1) 6 an TIaneiseo,
Introduction to the Base Tea, Honey, Fruit Tea .

4 ’ ’ ’ 6 2 San F , CA
Milk, Toppings, and All-Star Products (Part 2) an rraneiseo
Introduction to the Base Tea, Honey, Fruit Tea, .

2 San F CA

5 Milk, Toppings, and All-Star Products (Part 3) 6 an TIaneiseo,

6 [Introduction to Packing and Serving of Beverages 6 2 San Francisco, CA
Introduction to Knowledge of Tea Leaves,

- Teapresso Machines, Tea Brewing Utensils, Tea 2 0 San Francisco, CA

Brewing Process, Cleaning Process after Brewing,

Cleaning and Washing to Teapresso (Part 1)
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Introduction to Knowledge of Tea Leaves,
Teapr.esso Machines, Te.a Brewing Utensils, Tefa 2 0 San Francisco, CA
Brewing Process, Cleaning Process after Brewing,

Cleaning and Washing to Teapresso (Part 2)

Introduction to Knowledge of Tea Leaves,

i Tea Brewi tensils, T
Teapr.esso Machines, e.a rewing Utensils, efa 0 g San Francisco, CA
Brewing Process, Cleaning Process after Brewing,

Cleaning and Washing to Teapresso (Part 3)

ion t tensil, Raw Material t .
10 Introduction to Utensil, Raw Materials, Storage, 2 0 San Francisco, CA

Preparation of Registration Forms (Part 1)

t tion t tensil, Raw Material t
1 Introduction to Utensil, Raw Materials, Storage, 4 4 San Francisco, CA

Preparation of Registration Forms (Part 2)

Introduction to Maintenance Method of )
12 o . . 8 0 San Francisco, CA
Quantitative Fructose Dispenser Machine (Part 1)

Introduction to Maintenance Method of )
13 . . ) 4 4 San Francisco, CA
Quantitative Fructose Dispenser Machine (Part 2)

Introduction to Maintenance Method of .
14 o . . 6 2 San Francisco, CA
Quantitative Fructose Dispenser Machine

15 [Introduction to Operating behind Bar Counters 4 4 San Francisco, CA
16 |On-site Operational Training;
to |Preparation of Cold Drinks and Hot Drinks; 0 120 Your Outlet
30 |Customer Service at an Operational Outlet
Total 88 152

The training program above is effective as of the date of this disclosure document. Initial classroom
training is typically provided within 60 days before your Outlet opens and is typically scheduled
not more frequently than monthly. All classroom training takes place in our office, or another
training center designated by us. All on-the-job training takes place at your Store immediately
before and during the opening of your Store.

Training Fees and Travel Expenses

1. Initial Training Charges: The franchisor does not charge for the Store Manager and any other
Principal Equity Owners. This complimentary training is a part of our support to help you establish
a solid foundation for your franchise operations.

2. Charges for Additional Trainees: In instances where a franchisee wishes to train persons other
than the Store Manager and Principal Equity Owners, a training fee will be applicable. Each
additional trainee may have to pay us up to $2,800 for training. This fee is structured to cover the

costs associated with extending our comprehensive training program to additional personnel.

3. Travel and Living Expenses: Franchisee is responsible for covering all travel and living
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expenses for each individual attending the training. This includes transportation, accommodation,
meals, and any other incidental expenses incurred during the training period. It is important for
franchisees to budget for these expenses when planning for training participation.

The qualifications of our training instructors are as follows:

1. Minimum Experience Requirement: Each training instructor is required to have a minimum of
three (3) years of relevant experience. This experience pertains directly to the subject matter they
teach and is closely aligned with the operations of the franchisor.

2. Relevance to Franchisor’s Operations: The experience of our training instructors is not just
measured in years but also in its relevance to our specific franchising model. Instructors bring
practical, hands-on experience that is directly applicable to the day-to-day operations of our
franchises.

3. Subject-Specific Expertise: Our training team is composed of professionals who have
specialized knowledge in specific areas relevant to our franchise operations. This includes, but is
not limited to, customer service, marketing, product management, compliance, and operational
efficiency.

The successful completion of initial training by your designated Store Manager to our satisfaction is
a condition to your opening of an Outlet to the public. If your designated Store Manager fails to
complete initial training satisfactorily, you will have the option of sending a replacement approved
by us to initial training. We will issue a Certificate of Completion upon successful completion of
the training.

After you open your Outlet, and upon reasonable notice, we may require attendance of your
designated personnel at training courses, seminars, conferences or other programs other than Initial
Training or mandatory meetings that we deem relevant or appropriate to the operation of the
Franchised Business. You specifically agree in the Franchise Agreement that only persons we train
or under your supervision will have overall responsibility for the operation of the Outlet and
conduct of the Franchised Business there, and that you will send your Store Manager to us for
additional training if we request this. We may at our discretion charge you an additional training
fee of up to $200 per day for San Chen training courses, seminars, conferences or other programs
that we require you or your representatives to attend (section 6.1(c) of the Franchise Agreement).

You must pay all the expenses incurred by your trainees and attendees in connection with the
Initial Training Program and any other training, conferences, conventions or other meetings your
trainees attend, including, for example, their salaries, transportation costs, meals, lodging and other
living expenses (section 6.1(d) of the Franchise Agreement).
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We may periodically conduct an annual conference, convention or training session, and if we do,
we will determine its duration, curriculum and location (section 6.3 of the Franchise Agreement).
Attendance of at least one Principal Equity Owner at these meetings will be mandatory (and is
highly recommended for your other Principal Equity Owners).

ITEM 12 TERRITORY

You will receive a protected territory (“Territory”) within a defined area surrounding your Outlet
based on population density as determined by us with your consent and specified in your Franchise
Agreement. The Territory is usually defined as a geographical area surrounding the Outlet as
depicted in a map attached to the Franchise Agreement. The Territory may also be defined by a
radius around your Outlet, which will typically vary from % mile in densely populated areas to 1
mile in rural areas. We will determine or approve the location of future units and any territories
for those units, and our then-current standards for sites and territories will apply. By “protected”
Territory we mean that so long as you continue to fulfill your material obligations under your
Franchise Agreement (as reasonably determined by us), we will not grant a San Chen franchise to
any other person nor will we or any of our affiliated entities operate an Outlet within your Territory.
You will not receive an exclusive territory. You may face competition from other franchisees, from
outlets that we own, or from other channels of distribution or competitive brands that we control.

You may relocate your Outlet with our written consent, which will not be unreasonably withheld.
Not less than 90 days before the desired date of relocation (unless prior notice is impractical
because of a required relocation in which event your notice must be given as soon as possible),
you must make a written request for consent to relocate, describing the reasons for the relocation
and providing complete written details respecting any proposed new location. Within 20 business
days after we receive your request, we will either approve or disapprove in writing such closure or
relocation in our sole discretion. If we disapprove of a proposed relocation, you may request an
alternative proposed new location.

If you become an Area Developer, you will be granted an exclusive (so long as the ADA is in
effect) right to open a mutually agreed number (at least 2) of additional Outlets under a mutually
agreed development schedule. You shall not open additional San Chen businesses or engage in
activities that are equivalent to the franchised business outside the Territory.

We reserve the right to develop other systems involving similar or dissimilar services or goods,
under dissimilar service marks, trademarks, and trade names, without necessarily granting you any
rights in those systems. We reserve all rights to market and sell San Chen products under our
principal trademarks or different trademarks at venues other than Outlets and through other
channels of distribution (including the Internet), within your Territory and anywhere else. We are
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not required to pay you compensation for soliciting or accepting orders in your Territory at venues
other than Outlets or through other channels of distribution.

You may only offer and sell San Chen products to customers at your Outlet, and you are restricted
from advertising San Chen products outside your Territory without our prior written consent. You
may not engage in any mail order solicitations, catalog sales, telemarketing or television
solicitation programs, or use any other advertising media outside of your territory without our prior
written approval. Also, you may not offer or sell San Chen products directly or indirectly through
the Internet, except as authorized by us in the Manual or otherwise in writing. We will publish all
website content and we will list your Outlet location on our master web site. We will maintain the
“Uniform Resource Locator” (or “URL”) for the San Chen and you may never own any Internet
domain name that contains any of the Marks. Under no circumstances are you authorized to
establish your own personal websites (except social media sites) for the purpose of advertising
your Outlet or our principal trademarks.

As to the conflicts between franchisor and franchisee regarding territory, customer, and franchisor
support, we will negotiate all the issues amicably without resorting to formal legal procedures first.
We encourage you to reflect all the issues or problems to us, and we will provide the best support
we have and assist you in solving all the problems. The support includes discounting on future
order of raw materials and adding more personnel to solve the conflicts. As to the conflicts
between the franchisees of the same or each potential competing system, we will treat all
franchisees equally without discriminating one against the other. If any conflicts occur, we will
require franchisees to contact us first, and we will try to solve the disputes before the conflicts
accelerate.

We currently have no plan to sell any other franchise other than San Chen. If we develop other
franchise system by using different trademarks or trade names in the future, the outlet of new franchise
may locate within your territory. Additionally, we have no plan maintain physically separate offices
and training facilities for the competing business. However, we will not share any information we
may receive from one franchise system to the other. Each franchise system will be operated and
managed independently.

The continuation of your franchise rights to the Territory does not depend on your attaining a
minimum level of sales, revenues, market penetration, or another contingency. The continuation
of your exclusive rights to develop Outlets under the Area Development Agreement does depend
on your meeting the development schedule described in the Area Development Agreement.
Neither the Territory granted by the Franchise Agreement nor the development area described in
the Area Development Agreement may be altered except if you and we mutually agree. You will
maintain rights to your Territory and the development area described in the Area Development
Agreement even if the population in those geographic areas increases or changes.
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ITEM 13 TRADEMARKS

We grant you the right to operate under the name San Chen. You may also use other current or
future trademark. By trademark, we mean trade names, trademarks, service marks, and logos used
to identify your business and the Beverage Outlets. The following Marks are registered by Fang
Yuan, our affiliated company, on the Principal Register of the United States Patent and Trademark
Office. We are authorized by Fang Yuan to license San Chen to any person or entity from July 1,
2020 to June 30, 2030.

Mark Registration/ Registration or
Serial No. Application/Filing Date
San Chen Registration No 6025313 Registration Date March 31, 2020
(Word Mark)
oy,
-f-’ Registration No 6025312 Registration Date March 31, 2020
(Design Mark)

You are licensed to operate and identify the outlet under the principal trademark San Chen, Chi
Cha San Qian, logotype displayed on the cover of this disclosure document, and other current or
future trademarks.

On February 19, 2019, Fang Yuan filed the principal trademark San Chen with the United States
Patent and Trademark Office (“USPTO”), for registration on Principal Register in class 30, 35 and
43, serial number 88307356. On March 31, 2020, the trademark is registered. The registration
number is 6025313.

On February 12, 2019, Fang Yuan filed another trademark Chi Cha San Qian with the USPTO for
registration on Principal Registrar in class 30, 35, and 43, serial number 88307352. On March 31,
2020, the trademark is registered. The registration number is 6025312.

There are presently no effective determinations of the USPTO, the Trademark Trial and Appeal
Board, or any state trademark administrator or court, nor any pending interference, opposition or
cancellation proceedings involving the trademarks. There are no agreements currently in effect that
significantly limit our rights to use or license the use of trademarks listed in this Item to the franchise.
There is no pending material federal or state court litigation regarding our use or ownership rights in
the trademarks.

The franchisor has filed all required affidavits of with the USPTO. Furthermore, we confirm that all
trademark registrations have been properly renewed in accordance with the relevant laws and regulations.
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You must follow our rules when you use the marks. You cannot use our principal trademark as part
of a corporate name, or with modifying words, designs or symbols except for those which we license
to you. You may not use the trademarks in connection with the sale of any unauthorized product or
service, or in any manner that we have not authorized in writing.

We have the right to control any administrative proceedings or litigation involving a trademark
licensed to you. You must notify us promptly when you learn about an alleged infringement, unfair
competition, unauthorized third-party use of or challenge to your use of the trademarks. We will
promptly take the action we think appropriate. We will indemnify you for any action against you by
a third party based solely on alleged infringement, unfair competition, or similar claims about the
trademarks. But we have no obligation to defend or indemnify you if the claim against you relates to
your use of the trademarks in violation of the Franchise Agreement.

If you learn that any third-party whom you believe is not authorized to use our trademarks is using
them or any variant of them, you must promptly notify us. We will determine whether or not to take
any action against the thirdparty.

You must modify or discontinue the use of a trademark if the trademark owner modifies or
discontinues it. You must not directly or indirectly contest the trademark owners’ rights to the
trademarks, trade secrets, or business techniques that are part of our business.

Except for the proprietary rights of our parent company in the marks, there are no infringing uses or
previous superior rights known to us that can materially affect your use of the marks in this state or

any other state in which the franchised business is to be located.

ITEM 14 PATENTS, COPYRIGHTS, AND PROPRIETARY INFORMATION

Patents and Copyrights

We do not own rights in, or licenses to, patents or copyrights that are material to the franchise and
you do not receive the right to use any item covered by a patent or copyright. However, we assert
a common law copyright on the contents of the Manual (and only you or your authorized
employees can have access to and use the proprietary information in the Manual).

We do not currently have any pending patent applications that are material to the franchise.

Our Proprietary Rights in Other Confidential Information

You may never reveal any of our confidential proprietary information or trade secrets to another
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person or use it for another person or business. You may not copy any of our confidential proprietary
information or disclose it to a third party except as we authorize. You must also promptly tell us
when you learn about unauthorized use of any of our confidential proprietary information. We are
not obligated to take any action but will respond to your notification of unauthorized use as we think
appropriate.

The franchisor’s proprietary recipes for beverages and drinks, as well as the standardized
procedures for producing these beverages, constitute confidential information and are considered
trade secrets of the franchisor. These recipes and procedures have been developed through
extensive research and experience, and they represent a significant competitive advantage in our
market. The protection of this information is critical to maintaining the uniqueness and appeal of
our brand. Franchisees will be granted access to these trade secrets as part of their franchise
agreement, under the strict condition that they maintain the confidentiality and do not disclose or
use this information outside the operation of their franchised business. The franchisor takes the
security of its intellectual property seriously and expects all franchisees to adhere to the same level
of care and discretion.

ITEM 15 OBLIGATION TO PARTICIPATE IN THE ACTUAL OPERATION OF THE
FRANCHISE BUSINESS

We are seeking franchisees whose principal owner plans to actively participate in the direct
management and operation of your Outlet. Additionally, as disclosed in section 8.1(a) of the
Franchise Agreement, you must employ at least one designated Store Manager (if you are a sole
proprietor, this will be you, and if you are an entity, this will be a Principal Equity Owner of at
least 50% of the franchisee entity) who has successfully completed our initial training program.

You must disclose the identity of the Store Manager to us and if for any reason the Store Manager
is no longer acting in this capacity, you must notify us immediately and in writing. The Store
Manager cannot have an interest or business relationship with any of our business competitors.
The Store Manager must devote full time during normal business hours to the management,
operation, and development of the Franchised Business.

ITEM 16 RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

You must offer and sell at your Outlet only San Chen Products and other goods and services that we
designate as required for all franchisees or have approved.

You are obligated to sell all goods or services that have been authorized by us. This obligation is

a key component of maintaining brand consistency and quality across all franchise locations. We
select and approves a range of goods and services to be offered by franchisees, ensuring that they
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align with the brand’s standards, customer expectations, and market trends.
We have the right to change and add other authorized goods and services that you will be required to
offer. There are no limits on our right to do so except that the additional investment required of

you for equipment, supplies, and initial inventory will not exceed $5,000 per year.

There are no restrictions on the customers to whom you may sell San Chen Products and related
products at your Outlet.

ITEM 17 RENEWAL, TERMINATION, TRANSFER, AND DISPUTE RESOLUTION
THE FRANCHISE RELATIONSHIP

This table lists certain important provisions of the franchise and related agreements. You should
read these provisions in the agreements attached to this disclosure document.

Table for Franchise Agreement

Section in
Provision Franchise Summary
Agreement
. Length of the 51 The initial term of the Franchise Agreement is 3 years.
" | franchise term )
Renewal or Under the Franchise Agreement, you can add additional 3-year
extension of the terms upon written notice delivered to us not less than 120 days
b term 59 before the end of the existing term. However, we are not

obligated to renew your Franchise if one or more of the
conditions in section 5.2(c) of the Franchise Agreement apply to
you.

Requirements Sign Renewal Franchise Agreement (or addendum to existing

for franchisee Franchise Agreement extending its term), remodel your Outlet

to renew or 59 (if necessary), pay renewal fee of $10,000, and sign release. The

extend ) Franchise Agreement you sign at renewal may have materially
different terms and conditions than your original Franchise
Agreement.

Termination by 13.1(a) If we are in material breach (beyond any applicable cure

franchisee ) periods), you can terminate your Franchise Agreement.

Termination by Not applicable.

franchisor Not Applicable

without cause

Termination 131-13.11 We can terminate the Franchise Agreement only if you are

by franchisor in material default. Termination of the Franchise Agreement
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with cause

will not allow us to terminate the Area Development
Agreement.

“Cause” defined

— curable defaults

13.3

You have 60 days after notice to cure defaults under your
Franchise Agreement (including defaults under a lease for your
Outlet) that can be cured.

“Cause” defined
—non- curable
defaults

13.2

Non-curable defaults: your bankruptcy or insolvency;
abandonment of the franchise; you engage in conduct that
reflects materially and unfavorably upon the operation or
reputation of San Chen or our franchise system; you make
material misrepresentations relating to your acquisition of the
Franchise or you engage in conduct that reflects materially and
unfavorably upon the operation and reputation of the Franchised
Business or the System; you fail, for a period of 10 business days
after notification of noncompliance, to comply with any federal,
state or local law or regulation applicable to the operation of the
Franchise; after curing any default, you engage in the same
noncompliance whether or not such noncompliance is corrected
after notice; you repeatedly fail to comply with one or more
material requirements of the Franchise Agreement, whether or
not corrected after notice; the Franchised Business or your
Outlet is seized, taken over, or foreclosed by a government
official, creditor, lien holder or lessor, or that a final judgment
against you remains unsatisfied for 60 days; you are convicted
of a felony or any other criminal misconduct that is relevant to
the operation of the Franchise; you fail to pay any franchise fees
or other amounts due to us or our affiliate within 5 days after
receiving written notice that such fees are overdue; we make a
reasonable determination that your continued operation of the
Franchise will result in an imminent danger to public health or
safety; or your financial condition is impaired to the point that it
is reasonable to conclude that you will not be able to fully
discharge your obligations under this Agreement and that
impairment continues for at least 60 days.

Franchisee’s
obligations on
termination or
non- renewal

15.1

Obligations include removal of our Brand and other
trademarks, return of all confidential and proprietary
information and erasure of all copies of confidential and
proprietary information, forwarding of telephone number and
payment of amounts due (also see r. in this Table, below).

Assignment of
contract by
franchisor

12.1

No restriction on our right to assign. (However, no assignment
will be made except to an assignee that in good faith and
judgment of the franchisor is willing and financially able to
assume our obligations as franchisor under the Franchise
Agreement.)

35




“Transfer” by

Includes transfer of contract or assets or ownership change.

franchisee 12.2

— defined

Franchisor’s We have the right to approve all transfers (including transfers

approval of of (i) more than 50% of the equity or (ii) controlling interest in a

12.2 . . . .

transfer by franchisee entity), but we will not unreasonably withhold

franchisee approval.

Conditions for New franchisee qualifies, transfer fee paid, purchase agreement

franchisor approved, training arranged, release signed by you, and current

approval of agreement signed by new franchisee (see r. below). Within 30

transfer days after our receipt of all necessary information and

12.2 documentation required under the Franchise Agreement, or as

specified by written agreement between us and you, we will
notify you of the approval or disapproval of the proposed
transfer of the Franchise by you. This notice will be in writing
and delivered to you by business courier.

Franchisor’s right We can match any legitimate offer for your business, but we

of first have no right of first refusal if the transfer is (i) between or

refusal to acquire among individuals (including their immediate family members)

franchisee’s 12.3,12.4, | or (ii) to your heirs, personal representatives or conservators in

business 12.5,12.6 | the case of death or legal incapacity of the individual franchisee
or Majority Equity Owner or (iii) to an affiliated entity
organized for purposes of operating the franchised business and
owned in same amount of ownership as prior to such transfer.

Franchisor’s Within 30 days after the termination, expiration or non-renewal

option to of the Franchise Agreement, we have the option, but not an

purchase 152(d) obligation, to purchase all or any portion of your reusable

franchisee’s ’ inventory, apparel containing the Marks, proprietary

business equipment, parts, fixtures and furnishings owned and used by
you in your franchised operation.

Death or Franchise must be assigned by estate to approved buyer within

disability of 12.6 270 days.

franchisee

Non-competition No involvement in competing business anywhere.

covenants during

the term of the 11,113

franchise

Non-competition No competing business for 1 year within 25 miles of your Outlet

covenants after or any other San Chen Outlet (this obligationalso applies to you

the franchise is 11.2,11.3 if you assign your franchise).

terminated

or expires

Modification of 8.2, 16.14(c) No modifications generally, but Manual subject to change.

the agreement
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Integration/
merger clause

16.14

Only the terms of the franchise agreement are binding (subject
to state and federal law). Any representations or promises
outside of the disclosure document, Franchise Agreement and
Area Development Agreement may not be enforceable.

Dispute
resolution by
arbitration or
mediation

14.1-14.5

The parties agree in the Franchise Agreement to submit disputes
(not including your failure to pay us sums due under the
Franchise Agreement, or an act of yours allowing us to
immediately terminate the Franchise Agreement) initially to a
meeting in person of our executive officers and your Principal
Equity Owners at our principal executive office (without our
respective legal counsel) within 5 business days after a dispute
arises to conduct a good faith discussion and negotiation of the
issues with a view to arriving at a settlement. If this meeting
does not result in a settlement of the dispute (or the meeting does
not take place), within 10 business days after the date the
meeting took place (or should have taken place), the parties may
submit the dispute to non-binding mediation in California. If a
mediation takes place but does not resolve the dispute, or no
mediation takes place, the dispute will be resolved by arbitration
by and before American Bar Association Or if the parties
mutually agree, the dispute may be submitted to arbitration by
and before another mutually acceptable arbitration organization.

Choice of forum

14.2(b), 14.3

Arbitration proceedings must take place in Los Angeles County,
California. Any mediation proceeding will take place at a
mutually agreed location. Any litigation proceedings will be
filed in an appropriate court in California.

Choice of law

16.13

The Federal Arbitration Act (9 U.S.C. §1 et seq.) governs the
arbitration of disputes under the Franchise Agreement and the
Area Development Agreement.

Otherwise, the laws of

California govern the Franchise Agreement.

Table for

Area Development Agreement

Section in Area

Provision Development Summary
Agreement

Length of the 13 The term of the ADA is 5 years.
franchise term ’
Renewal or Under the Area Development Agreement, you can add
extension of the 3.7 additional 5-year terms upon written notice delivered to us
term not less than 90 days before the end of existing term.
Requirements for Under the Area Development Agreement, you may renew the
franchisee to 3.7

right if you pay us a renewal fee of $10,000 per Outlet you
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renew or extend

developed.

Termination by

If we are in material breach (beyond any applicable cure

franchisee 1.3 periods), you can terminate your Franchise Agreement.

Termination by Not applicable.

franchisor Not Applicable

without cause

Termination We can terminate the Area Development Agreement only

by franchisor 11.1-11.3 if you are in material default. Termination of the Area

with cause Development Agreement will not allow us to terminate
your unit franchise agreement(s).

“Cause” defined — Not applicable.

curable defaults | Not Applicable

“Cause” defined — Not applicable.

non- curable Not Applicable

defaults

Franchisee’s Under the Area Developer Agreement, you will be able to

obligations on maintain ownership and operation of the Store which you

termination or non- have developed so long as you are in material breach of the

renewal 11.2 Agreement; however, you will forfeit (i) any further
exclusive rights under the Development Schedule, and (ii)
any rights to have a credit applied against the Initial
Franchise Fee for Store that were not developed.

Assignment of Not applicable.

contract by Not Applicable

franchisor

“Transfer” by Includes transfer of contract or assets or ownership change.

franchisee 9.2

— defined

Franchisor’s We have the right to approve all transfers (including

approval of 0.1 transfers of (i) more than 50% of the equity or (ii) controlling

transfer by ' interest in a franchisee entity), but we will not unreasonably

franchisee withhold approval.

Conditions for New franchisee qualifies, transfer fee paid, purchase

franchisor agreement approved, training arranged, release signed by

approval of you, and current agreement signed by new franchisee (see r.

transfer below). Within 30 days after our receipt of all necessary

9.1 information and documentation required under the Area

Development Agreement, or as specified by written
agreement between us and you, we will notify you of the
approval or disapproval of the proposed transfer of the
Franchise by you. This notice will be in writing and
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delivered to you by business courier.

Franchisor’s right Not applicable.

of first refusal to

acquire N.Ot

franchisee’s Applicable

business

Franchisor’s Not applicable.

option to

purchase Not Applicable

franchisee’s

business

Death or disability Not applicable.

of franchisee Not Applicable

Non-competition No involvement in competing business anywhere.

covenants during 10.1

the term of the ’

franchise

Non-competition No competing business for 1 year within 25 miles of your

covenants after the Outlet or any other San Chen Outlet (this obligation also

franchise is 10.1 applies to you if you assign your franchise).

terminated

or expires

Modification of the No modifications generally, but Manual subject to change.

agreement 14.2

Integration/ merger Only the terms of the franchise agreement are binding

clause (subject to state and federal law). Any representations or

14.10 . . .

promises outside of the disclosure document and ADA may
not be enforceable.

Dispute resolution The parties agree in the Area Development Agreement to

by arbitration or submit disputes (not including your failure to pay us sums

mediation due under the Franchise Agreement, or an act of yours
allowing us to immediately terminate the Franchise
Agreement) initially to a meeting in person of our executive
officers and your Principal Equity Owners at our principal

2.1 executive office (without our respective legal counsel)

within 5 business days after a dispute arises to conduct a
good faith discussion and negotiation of the issues with a
view to arriving at a settlement. If this meeting does not
result in a settlement of the dispute (or the meeting does not
take place), within 10 business days after the date the
meeting took place (or should have taken place), the parties
may submit the dispute to non-binding mediation in
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California. If a mediation takes place but does not resolve
the dispute, or no mediation takes place, the dispute will be
resolved by arbitration by and before American Bar
Association or if the parties mutually agree, the dispute may
be submitted to arbitration by and before another mutually
acceptable arbitration organization.

Choice of forum Arbitration proceedings must take place in Los Angeles
County, California. Any mediation proceeding will take
v. 12.1 place at a mutually agreed location. Any litigation
proceedings will be filed in an appropriate court in
California. The section is subjected to applicable state law.

Choice of law The Federal Arbitration Act (9 U.S.C. §1 et seq.) governs the
arbitration of disputes under the Franchise Agreement and
w. 14.1 the Area Development Agreement. Otherwise, the laws of

California govern the Area Development Agreement. The
section is subjected to applicable state law.

ITEM 18 PUBLIC FIGURES

We do not currently pay or provide any other benefit to a public figure for the right to use their
name to promote the sale of San Chen franchises, but we may do so in the future.

ITEM 19 FINANCIAL PERFORMANCE REPRESENTATIONS

The FTC’s Franchise Rule permits a franchisor to provide information about the actual or potential
financial performance of its franchised and/or franchisor-owned outlets, if there is a reasonable
basis for the information, and if the information is included in the disclosure document. Financial
performance information that differs from that included in Item 19 may be given only if: (1) a
franchisor provides the actual records of an existing outlet you are considering buying; or (2) a
franchisor supplements the information provided in this Item 19, for example, by providing
information about possible performance at a particular location or under particular circumstances.

We do not make any representation about a franchisee’s future financial performance or the past
financial performance of company-owned or franchised outlets. We also do not authorize our
employees or representatives to make any such representations either orally or in writing. If you
are purchasing an existing outlet, however, we may provide you with the actual records of that
outlet. If you receive any other financial performance information or projections of your future
income, you should report it to the franchisor’s management by contacting our Chief Executive
Officer, Lin, Hui-Chuan, Chicha San Chen Corporation, 1401 21ST ST, STE R, SACRAMENTO,
CA 9581, the Federal Trade Commission; and the appropriate state regulatory agencies.
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ITEM 20 OUTLETS AND FRANCHISEE INFORMATION

Table No. 1
Systemwide Outlet Summary
For years 2022 TO 2024
OUTLETS AT THE |OUTLETS AT THE END
OUTLET TYPE | YEAR START OF THE YEAR OF THE YEAR NET CHANGE
2022 0 0
FRANCHISED | 2023 0 0
2024 0 67 +6 +7
COMPANY 2022 0 0 0
OWNED' - | 2023 0 0 0
2024 0 0 0
2022
R 3 3
OUTLETS
2024 0 67 +6 +7
Table No. 2
Transfers of Outlets from Franchisees to New Owners
(other than the Franchisor)
For years 2022 TO 2024
STATE YEAR NUMBER OF TRANSFERS
2022 0
TOTAL OUTLETS 2023 0
2024 0
Table No. 3
Status of Franchised Outlets
For years 2022 TO 2024
OUTLET
OUiLTETS OUTLETS| L oRME-| - NON- | REACQUIRE opgf{iST]?gNs SAT
STATE | YEAR NATIO |RENEWAL D BY END OF
START |OPENED NS S FRANCHISOR -OTHER THE
OF YEAR REASONS YEAR
2022 0 0 0 0 0 0 0
CA 2023 0 0 0 0 0 0 0
2024 0 3 0 0 0 0 3
CcO 2022 0 0 0 0 0 0 0
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2023 0 0 0 0 0 0 0
2024 0 1 0 0 0 0 1
2022 0 0 0 0 0 0 0
MD | 2023 0 0 0 0 0 0 0
2024 0 1 0 0 0 0 1
2022 0 0 0 0 0 0 0
WA | 2023 0 0 0 0 0 0 0
2024 0 1 0 0 0 0 1
2022 0 0 0 0 0 0 0
TOTAL | 2023 0 0 0 0 0 0 0
2024 0 6 0 0 0 0 6
Table No. 4
Status of Company-Owned Outlets
For years 2022 TO 2024
OUTLETS
OUTLETS OUTLETS | REACQUIRE | OUTLETS OUTLETS |OUTLETS AT
STATE | YEAR|AT START OPENED D FROM CLOSED SOLD TO |END OF THE

OF YEAR FRANCHISEE FRANCHISEE YEAR

2022 0 0 0 0 0 0

TOTAL | 2023 0 0 0 0 0 0

2024 0 0 0 0 0 0

Table No. 5
Projected New Franchised Outlets As Of December 31, 2024
UNIT FRANCHISE PROJECTED NEW PROJECTED NEW
STATE AGREEMENTS SIGNED | FRANCHISED OUTLETS COMPANY-OWNED
BUT OUTLETS NOT IN THE NEXT FISCAL OUTLETS IN THE NEXT
OPENED YEAR FISCAL YEAR
CA 0 2 0
TOTAL 0 2 0

Exhibit C lists, as of December 31, 2024, (i) the names, addresses and telephone numbers of all open
and operating San Chen franchise outlets and (ii) the names, addresses, and telephone numbers of all
franchisees who signed franchise agreements but have not yet opened their San Chen outlets.

Exhibit D lists, as of December 31, 2024, the contact information of every franchisee that had an
outlet terminated, canceled, not renewed, or otherwise voluntarily or involuntarily ceased to do
business under its franchise agreement during our most recently completed fiscal year, or that has not
communicated with us within the 10 weeks ending on the date of this disclosure document. Your
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contact information may be disclosed if you buy this franchise and then later leave the system.

In some instances, current and former franchisees sign provisions restricting their ability to speak
openly about their experience with San Chen. You may wish to speak with current and former
franchisees but be aware that not all such franchisees will be able to communicate with you. However,
during the last 3 fiscal years, we have not signed any agreements with current or former franchisees
that included confidentiality clauses.

We have not created, sponsored, or endorsed any trademark-specific franchisee organizations
associated with the San Chen franchise being offered. There are no independent franchisee
organizations that have asked to be included in this disclosure document.

ITEM 21 FINANCIAL STATEMENTS

Attached to this Disclosure Document, as Exhibit B, are our Financial Statements ended
December 31, 2024, 2023, 2022, and 2021. Exhibit B also includes our unaudited financial

statements from January 1 to September 30, 2025. Our fiscal year end is December 31.

ITEM 22 CONTRACTS

Exhibit A - Franchise Agreement
Exhibit E - Area Development Agreement

ITEM 23 RECEIPTS

You will find copies of a detachable receipt in Exhibit I at the very end of this disclosure document.
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FRANCHISE AGREEMENT

San Chen

EXHIBIT A



FRANCHISE AGREEMENT

This Franchise Agreement (“Agreement”) is made and entered into as of , 20 (the
“Effective Date”), by and among Chicha San Chen Corporation, a California Corporation doing
business as San Chen (“Franchisor”), and (“Franchisee”), and (if

Franchisee is not a sole proprietorship) each person owning 20% or more of the Franchisee entity,
who will sign and be a party to this Agreement (in such context, “Principal Equity Owner”), with
reference to the following facts:

RECITALS

An entity affiliated with Franchisor (the “Owner of the Marks”) owns the San Chen trademarks,
service marks and other intellectual property and all rights in respect thereof. The Owner of the
Marks has authorized Franchisor to license them to San Chen franchisees.

Franchisee desires to be franchised and licensed by Franchisor to use Franchisor's “System” (as
defined in Article I below), “Marks” (as defined in Article I below) and goodwill to conduct the
“Franchised Business” (as defined in Article I below) at a specific “Store” (as defined in Article I
below and identified in Exhibit 1 attached).

Franchisor is willing to grant Franchisee a “Franchise” (as defined in section 3.1 hereof), in
accordance with the provisions of this Agreement and the Confidential Operations Manual.

I. DEFINITIONS

Abandoned. The term “Abandoned” means cessation of operation of the Franchised Business for a
period of five consecutive business days, without Franchisor's prior written consent. A repeated
pattern of inactivity at Franchisee's Store for periods of less than five consecutive business days
may result in the Franchised Business being deemed Abandoned by Franchisee if in Franchisor's
judgment such inactivity adversely impacts the Franchised Business. However, the Franchised
Business will not be deemed Abandoned if the inactivity is due to natural disasters or other matters
reasonably beyond Franchisee's control, provided that Franchisee gives Franchisor notice of any
such closure within five business days after the initial occurrence of the event resulting in such
inactivity, and Franchisee acknowledges in writing that such inactivity is due to one of the
foregoing causes, and provided further that Franchisee re-establish the Franchised Business and be
fully operational within 180 days after the initial occurrence of the event resulting in such inactivity,
or such longer period as Franchisor may permit.

Anniversary Year. The term “Anniversary Year” means the 12-month period between the
“Opening Date” (as defined below in this Article I) and the first anniversary thereof and between
each succeeding anniversary.

Confidential Information. The term “Confidential Information” means information, know-how, and
materials, other than Trade Secrets, that is of value to Franchisor (or other third party, as applicable)
and treated as confidential by any of the foregoing and is disclosed or made known or available to
Franchisee or its employees or agents. Without limiting the generality of the foregoing, the term



Confidential Information includes, without limitation: (i) the Confidential Operations Manual; (ii)
all technical and non-technical information, including without limitation, information concerning
finances, financing and capital raising plans, accounting or marketing, business opportunities,
affiliate lists, business plans, forecasts, predictions, projections, recipes, products, research,
development, and know-how; (iii) Intellectual Property, the Marks, “San Chen Products” (as
defined in this Article ), insignias, designs, and materials subject to copyright, patent, or trademark
registration; (iv) any developments, inventions, improvements, additions, modifications,
enhancements, derivatives, ideas, reports, analyses, opinions, studies, data or other materials or
work product, whether prepared by Franchisor or otherwise, that contain or are based upon
Proprietary Information; (v) information regarding customers and potential customers of the
Franchised Business, including customer lists, names, needs or desires with respect to the products
or services offered, contracts and their contents and parties, the type and quantity of products and
services provided or sought to be provided to customers and potential customers of the Franchised
Business and other non-public information relating to customers and potential customers; (vi)
information regarding any of Franchisor's business partners or affiliates and their services,
including names, representatives, proposals, bids, contracts and their contents and parties, the type
and quantity of products and services received by the discloser, and other non-public information
relating to business partners; (vii) information regarding personnel, including compensation
and personnel files; and (viii) any other non-public information that a competitor of Franchisor
could use to the competitive disadvantage of Franchisor.

Confidential Operations Manual. The term “Confidential Operations Manual” means the manual
or manuals (regardless of title) containing the policies and procedures, menus, food preparation
techniques and other proprietary requirements to be adhered to by Franchisee in performing under
this Agreement, including all amendments and supplements thereto provided to Franchisee from
time to time.

Control. The term “Control” means the possession, direct or indirect, of the power to direct or cause
the direction of the management and policies of a person or entity, whether through the ownership
of voting securities, by contract or otherwise.

CPIL. The term “CPI” means the annual average of the Consumer Price Index for All Urban
Consumers, published by the Bureau of Labor Statistics of the United States Department of Labor
(or the highest similar future index if these figures become unavailable).

Force Majeure. The term “Force Majeure” means a natural disaster (such as tornado, earthquake,
hurricane, flood, fire or other natural catastrophe); strike, lockout or other industrial disturbance;
war, terrorist act, riot, or other civil disturbance; epidemic; or other similar force which Franchisee
could not by the exercise of reasonable diligence have avoided; provided however, neither an act
or failure to act by any federal, state, county, municipal and local governmental and quasi-
governmental agency, commission or authority, nor the performance, non- performance or
exercise of rights under any agreement with Franchisee by any lender, landlord, or other person
will be a Force Majeure, except to the extent such act, failure to act, performance, non-performance
or exercise of rights results from an act which is otherwise a Force Majeure. To avoid any potential
misunderstanding, Franchisee's financial inability to perform or Franchisee's insolvency will not be
a Force Majeure.



Franchised Business. The term “Franchised Business” means the sale of items from a focused menu
featuring San Chen Products, as well as other authorized goods and services at the Store pursuant
to the business methods and procedures set forth by Franchisor for the operation of such a retail
business.

Gross Revenues. The term “Gross Revenues” means all revenues, however generated or received,
derived by Franchisee from operating the Franchised Business at or through Franchisee's Store,
excluding only applicable sales or use taxes and legitimate refunds, and not modified for
uncollected accounts.

Initial Training. The term “Initial Training” means training in the System provided by Franchisor,
as described in and required by section 6.1 hereof.

Intellectual Property. The term “Intellectual Property” means intangible property, including
“Trade Secrets” (as defined in this Article I); inventions; pictorial, literary, graphic and
photographic works of authorship; designs; symbols; and trademarks, domain names, other names
and logos owned by Franchisor and used in the Franchised Business or at the Store.

Intellectual Property Rights. The term “Intellectual Property Rights” means all past, present, and
future rights of the following types, which may exist or be created under the laws of any
jurisdiction in the world: (i) rights associated with works of authorship, including exclusive
exploitation rights, copyrights, moral rights, and mask work rights; (ii) trademark and trade name
rights and similar rights; (iii) trade secret rights; (iv) patent and industrial property rights; (v) other
proprietary rights in intellectual property of every kind and nature; and (vi) rights in or relating to
registrations, renewals, extensions, combinations, divisions, and reissues of, and applications for,
any of the rights referred to in clauses (i) through (v) of this sentence.

Marks. The term “Marks” means the proprietary marks that are associated with the System and
associated designs in respect of which registrations have been obtained from or applied for with the
United States Patent and Trademark Office, as well as all common law trademarks and service
marks, domain names, trade names, logos, insignias, designs and other commercial symbols which
Franchisor now or hereafter are authorized to use and use or authorize others to use to identify the
Franchised Business. Franchisor will list in the Confidential Operations Manual a schedule of
Marks Franchisee is authorized to use under this Agreement and update this schedule as necessary.

Opening Date. The term “Opening Date” means the day Franchisee opens its Store, furnished,
inventoried and equipped in accordance with Franchisor's requirements, and Franchisee begins
operating the Franchised Business at this Store.

Proprietary Information. The term “Proprietary Information” means, refers to, and includes Trade
Secrets and Confidential Information of Franchisor (or if any other third party provided such
information to or on behalf of Franchisor). No formal identification of Proprietary Information will
be required. Without limiting the generality of the foregoing, Proprietary Information may take the
form of documentation, drawings, specifications, software, technical or engineering data and other
forms, and may be communicated orally, in writing, by electronic means or media, by visual



observation and by othermeans.

Required Inventory. The term “Required Inventory” means the proprietary teas and other
proprietary ingredients needed to make “San Chen Products” (as defined in this Article I) and other
merchandise and supplies (including containers and uniforms) needed for the operation of the Store.

Store. The term “Store” means a retail food establishment at a location Franchisor consents to, which
is dedicated to the operation of the Franchised Business under the Marks and in accordance with
the System.

Store Manager. The term “Store Manager” means the individual (must be a Principal Equity Owner)
who has been designated by Franchisee as the person responsible for the day-to-day operation of
the Store, and who has successfully completed “Initial Training” (as defined in this Article I).

Suggestions. The term “Suggestions” means any new products or services, specifications,
suggestions or other feedback made by Franchisee or Principal Equity Owners to modify the
System.

System. The term “System” means comprehensive marketing and operational systems prescribed
by Franchisor to be used in the conduct of the Franchised Business, as set forth in this Agreement
and the Confidential Operations Manual. The System includes (i) the Marks, (ii) know-how relating
to San Chen Products, (iii) advertising, marketing and sales programs and techniques, (iv) training
programs, and (vi) related materials, artwork, graphics, layouts, slogans, names, titles, text and
other Intellectual Property Rights that Franchisor makes available to Franchisee. In its sole
discretion, Franchisor may improve or change the System from time to time (including but not
limited to adding to, deleting or modifying elements of the System and amending the Confidential
Operations Manual) for the intended purpose of making the System more effective, efficient,
economical or competitive; adapting to or taking advantage of competitive conditions,
opportunities, technology, materials or local marketing needs and conditions; enhancing the
reputation or public acceptance of the System; or better serving the public.

Territory. The term “Territory” means the designated and agreed geographical area surrounding
Franchisee's Store as set forth in Exhibit 1 attached hereto.

Trade Dress. The term “Trade Dress” means the unique and distinctive layout, design and color
schemes relating to the Store, and furnishings; menus; the textures, sizes, designs, shapes, and
placements of words, graphics, and decorations on products and packaging; point of purchase
materials; and signs related to San Chen Products.

Trade Secret. The term “Trade Secret” means information constituting a trade secret within the
meaning of the federal Defend Trade Secrets Act (18 U.S.C. § 1836, et seq.), as amended from
time to time.

Transfer. The term “Transfer” means a sale, assignment, transfer, conveyance, pledge, mortgage,
encumbrance, abandonment, elimination or giving away, voluntarily or involuntarily, by operation
of law or otherwise.



San Chen Products. The term “San Chen Products” means Franchisor’s proprietary “San Chen”,
as well as a variety of other teas and juice drinks, using proprietary teas, milk teas and juices,
recipe and preparation techniques, freshly prepared and available for carry-out or consumption at
the Outlet, and related products and accessories sold to retail customers.

II. THE FRANCHISED BUSINESS

2.1 Franchisor's Business.

Franchisor is engaged in the administration, development, operation and licensing of businesses
that operate Stores offering the Franchised Business, using the Marks, operational techniques,
service concepts and proprietary information owned or authorized to be used by and identified
with Franchisor and its affiliated companies. Franchisor's activities in general and the System
(including proprietary products and services; logos; equipment and operations; designs and layouts
for the Stores; marketing and advertising, specialty retail items and promotional activities) are
undertaken to develop, maintain and enhance the Marks and Franchisor's business reputation.

2.2 The Franchise System.

Franchisor has developed and supervises the franchise System operated under the Marks and in
accordance with the provisions of this Agreement and Franchisor's Confidential Operations
Manual, as amended from time to time.

III. GRANT OF FRANCHISE
3.1 Grant of Franchise.

(a) By their respective signatures below, Franchisor hereby grants to Franchisee, and
Franchisee hereby accepts, a license (“Franchise”) to participate in and use the System
by conducting the Franchised Business at Franchisee's Store within Franchisee's
Territory as described in Exhibit 1 attached hereto, in strict accordance with this
Agreement and the Confidential Operations Manual, from the time of commencement
of the Franchised Business until the end of the term hereof and any additional term,
unless sooner terminated. So long as Franchisee complies with this Agreement,
Franchisor will not authorize another San Chen franchisee to operate, or operate itself, a
Store in Franchisee's Territory.

(b) The Territory shall be confined to a radius of one (1) mile from the Site.

(c) Franchisee acknowledges that Franchisor may have granted and may in the future
operate or grant other licenses and franchises for other retail and wholesale food service
businesses outside the Territory. FRANCHISEE MAY NOT USE FRANCHISOR'S
MARKS, OPERATIONAL TECHNIQUES, SERVICE CONCEPTS OR
PROPRIETARY INFORMATION IN CONNECTION WITH ANY BUSINESSES OR
SERVICES OTHER THAN THE FRANCHISED BUSINESS AT THE SHOP
WITHOUT FRANCHISOR'S EXPRESS PRIOR WRITTEN PERMISSION.



3.2 Reserved Rights.

(a) Nothing contained herein accords Franchisee any right, title or interest in or to the Marks,
System, marketing and operational techniques, service concepts, proprietary information or
goodwill of Franchisor or associated with the System, except such rights as may be granted
hereunder. THIS AGREEMENT GRANTS FRANCHISEE ONLY THE RIGHT TO OPERATE
THE FRANCHISED BUSINESS AT FRANCHISEE'S SHOP AND NOWHERE ELSE UNLESS
FRANCHISOR SPECIFICALLY ALLOWS FRANCHISEE TO OFFER SAN CHEN
PRODUCTS ELSEWHERE. ALL OTHER RIGHTS ARE RETAINED BY AND RESERVED
TO FRANCHISOR.

(b) Franchisor reserves the right to develop other systems involving similar or dissimilar
services or goods, under dissimilar service marks, trademarks and trade names belonging to
Franchisor, without necessarily granting Franchisee any rights in those systems. Franchisor
reserves all rights to market and sell San Chen Products at venues other than Stores and through
other channels of distribution anywhere, including within Franchisee's Territory.

3.3 Promotion and Development of Franchisee's Store.

Franchisee must (i) diligently and effectively promote, market and engage in the
Franchised Business at its Store; (ii) develop, to the best of its ability, the potential for
future Franchised Business within Franchisee's Territory; and (iii) devote and focus a
substantial portion of Franchisee's attentions and efforts to such promotion and
development.

3.4 Extent of Grant.

(a) Franchisee understands and agrees that Franchisee is licensed hereby only for the
operation of the Franchised Business at and from Franchisee's Store and only within Franchisee's
Territory. Franchisee must offer and sell at Franchisee's Store and in Franchisee's Territory only San
Chen Products and other goods and services that Franchisor designates as required or approved for
all franchisees. Franchisor has the right to change and add other authorized goods and services that
Franchisee will then be required to offer. There are no limits on Franchisor's right to make changes
to the offerings, except that the additional investment required of Franchisee for equipment,
supplies and inventory will not exceed $10,000 in any 12 consecutive months.

(b) Franchisee may not deliver San Chen Products (or other products or services ordered
from Franchisee's Store or otherwise associated with the Marks) outside Franchisee's Territory
without Franchisor's prior written consent. If Franchisee does so without Franchisor's consent, it
will be a material violation of this Agreement.

(c) Franchisee may not sublicense, sublease, subcontract or enter any management
agreement, concession agreement, partnership agreement or joint venture agreement providing for,
the right to operate the Franchised Business or to use the System granted pursuant to this
Agreement.

3.5 Electronic Execution and Copies.



(a) An executed counterpart of this Agreement (or any portion of this Agreement) may be
delivered by any of the parties by fax, electrical, digital, magnetic, optical, electromagnetic, or
similar capability regardless of the medium of transmission (any such medium is referred to in this
section 3.5(a) and the following section 3.5(b) as “electronic’), and such delivery will be effective
and binding upon such party, and will not in any way diminish or affect the legal effectiveness,
validity or enforceability of this Agreement.

(b) Franchisee acknowledges and agrees Franchisor may create an electronic record of any
or all agreements, correspondence or other communication between Franchisor and Franchisee or
involving third parties, and Franchisor may thereafter dispose of or destroy the original of any such
document or record. Any such electronic record will be inscribed on a tangible medium or stored
in an electronic or other medium and be retrievable in perceivable form and will be maintained in
and readable by hardware and software generally available. Notwithstanding any statute,
regulation or other rule of law to the contrary, Franchisee agrees any such electronic version of this
or any other agreement or correspondence between the parties will have the same legal effect,
validity and enforceability as an original of any such document, even if the original of such
document has been disposed of or intentionally destroyed.

3.6 Obligations of Entity Franchisee.

(a) If Franchisee is an entity, Franchisee must provide Franchisor at the Effective Date with
a copy of its organizational document and by-laws, shareholders' agreement, operating agreement
or other agreement between the equity owners.

(b) If Franchisee is an entity, any person or entity that at any time after the Effective Date
becomes a Principal Equity Owner will automatically acquire all the obligations of a Principal
Equity Owner under this Agreement at the time such person or entity becomes a Principal Equity
Owner. Before approving and entering into any transaction that would make any person or entity
a Principal Equity Owner, Franchisee must notify such person about the content of this section
3.6(b).

(c) If Franchisee is an entity, Franchisee must place the following legend on all certificates
evidencing an equity interest:

“THE TRANSFER OF THE EQUITY INTEREST IN THE ENTITY REPRESENTED BY THIS
CERTIFICATE IS SUBJECT TO THE TERMS AND CONDITIONS OF A FRANCHISE
AGREEMENT DATED , 20, BETWEEN THIS ENTITY AND CHIHA SAN CHEN
CORPORATION. REFERENCE IS MADE TO SUCH FRANCHISE AGREEMENT AND THE
RESTRICTIVE PROVISIONS CONTAINED THEREIN AND AS MAY BE OTHERWISE SET
FORTH IN THE ORGANIZATIONAL DOCUMENTS AND OPERATING AGREEMENTS OF
THIS ENTITY.”

IV. INITIAL AND ON-GOING PAYMENTS BY FRANCHISEE

4.1 Initial Fees; Security Deposit.



(a) The “Initial Franchise Fee” (which includes complete initial training and review and
consent to location of the Store) for a single franchised Store is $30,000. (However, if this
Agreement is for a second or subsequent Outlet owned by you under the terms of an Area
Development Agreement you executed, a credit will be applied against the Initial Franchise Fee in
the amount specified in the ADA and you must pay us the balance.)

(b) The Initial Franchise Fee is due and payable in full, by cashier's check or money order or
wire transfer to Franchisor's bank account when Franchisee signs this Agreement. The Initial
Franchise Fee and Territory Surcharge (if applicable) are fully earned by Franchisor when paid and
are not refundable.

(c) The Franchisor agrees to provide design services for the Franchisee’s outlet under the
following conditions:

(1) Design Fee Exemption: For outlets with a total area ranging from 1,000 to 1,200
square feet, the design services shall be provided by Franchisor to Franchisee free of charge.

(i1) Design Fee for Additional Area: If the total area of the Franchisee’s outlet exceeds
1,200 square feet, Franchisee shall pay Franchisor a design fee calculated at the rate of
$11.20 per square foot for the area exceeding 1,200 square feet.

(ii1)) Payment of Design Fee: Franchisee shall remit the applicable design fee to
Franchisor prior to Franchisor delivering the design floor plan for the outlet.

(iv) Condition Precedent: Franchisor is not obligated to commence or deliver the
design floor plan until the full payment of the applicable design fee has been received from
Franchisee.

(d) Security Deposit. When Franchisee signs this Agreement (and each Franchise Agreement
signed for an additional Store under an ADA, if applicable), Franchisee must pay Franchisor a
$30,000 security deposit. If Franchisee defaults in performance of any requirement under this
Agreement or any other agreement between Franchisee and Franchisor or any of Franchisor’s
affiliates, Franchisor may use the security deposit, or any portion of it, to cure the default or to
compensate Franchisor for all damages or expenses Franchisor incurs because of Franchisee’s
default, including without limitation damages Franchisor suffers because of Franchisee’s purchase
of unapproved materials or use of poor quality raw material in preparing and serving San Chen
Products. Franchisor may also use the security deposit to pay any late charges, interest, penalties,
and fees and any costs and charges due Franchisor for performing obligations that Franchisee does
not perform, and which Franchisor is entitled to perform for Franchisee. If monies are owed, or
become due, to Franchisor on or after termination or expiration of this Agreement for any reason,
Franchisor may use all or any part of the security deposit to pay those sums. If Franchisor uses any
part of the security deposit before the end of the term of this Agreement, Franchisee will have to
restore the balance of the security deposit to $30,000. If Franchisee is not in default in performance
under this Agreement or any other agreement with Franchisor or any of Franchisor’s affiliates on
the date this Agreement expires or is terminated for any other reason, Franchisor will return to
Franchisee within 30 days after the expiration or effective date of termination the remaining



balance of the security deposit.
4.2 Royalty.

(a) Beginning the first full calendar month after the Opening Date, Franchisee must pay
Franchisor a monthly “Royalty” of 6% 4% of Franchisee’s monthly Gross Revenues.

(b) The Royalty is due and payable on the 10th +5* day of each month following the month in
which applicable Gross Revenues were received and will be accompanied by a sales report in the
form prescribed by Franchisor.

4.3 Payment Term

The Franchisee shall remit all fees due under this Agreement by Telegraphic Transfer (T/T) to
the Franchisor's designated bank account. All such payments shall be made in full, without any
deductions or set-offs, and shall be received by the Franchisor on or before the due dates
specified in this Agreement.

4.4 Electronic Funds Transfer.

Franchisor requires payment for Required Inventory, Royalty and Marketing and Promotion Fees
by electronic funds transfer (“EFT”) through the Automated Clearing House (“ACH”) electronic
network for financial transactions (or such other automatic payment mechanism Franchisor may
designate) directly from Franchisee's account into Franchisor's operating account.

4.5 Fees Fully Earned; No Setoffs.

All payments made by Franchisee to Franchisor pursuant to this Article IV are fully earned and
non-refundable (except as provided in section 4.1(d) above) when paid. All payments to be made
by Franchisee to Franchisor will made be without setoff, deduction, defense, counterclaim or
claims in recoupment.

4.6 Late Fee

(a) Any payments for Required Inventory, Royalty, Marketing and Promotion Fees, and any
other fee required under this Agreement not received by Franchisor when due will be a material
breach of this Agreement and will be subject to a late charge of 5% of the amount past due. In
connection therewith, Franchisor and Franchisee agree that the late charge is a reasonable and
good faith estimate by Franchisor and Franchisee of such costs because (i) as a result of any such
late payment, Franchisor will incur certain costs and expenses including, without limitation,
administrative costs, collection costs, loss of interest, and other direct and indirect costs in an
uncertain amount; and (ii) it would be impractical or extremely difficult to fix the exact amount of
such costs in such event.

4.7 No Accord or Satisfaction.

If Franchisee pays, or Franchisor otherwise receives, a lesser amount than the full amount provided
for under this Agreement for any payment due hereunder, such payment or receipt will be applied
against the earliest amount due Franchisor. Franchisor may accept any check or payment in any
amount without prejudice to Franchisor's right to recover the balance of the amount due or to pursue



any other right or remedy. No endorsement or statement on any check or payment or in any letter
accompanying any check or payment or elsewhere will constitute or be construed as an accord or
satisfaction.

4.8 CPI Adjustments.
Any stated dollar amount in this Agreement may be adjusted in Franchisor's discretion based on
changes in the CPI since the Effective Date.

V. INITIAL TERM AND RENEWAL TERMS

5.1 Initial Term.

The initial term of this Agreement (applicable solely to the Store franchised hereunder) commences
on the Effective Date and continues for three and one-half (3.5) years, unless sooner terminated
pursuant to the provisions of this Agreement.

5.2 Renewal Terms.

(a) Upon written notice delivered to Franchisor not less than 120 days before the end of the
existing term hereof, Franchisee may renew its rights granted under this Agreement for additional
three-two-year commencing on the expiration date of the previous term, subject to the provisions of
sections 5.2(b) through 5.2(g) below.

(b) At the time of renewal, Franchisee must (i) then be solvent (which means that Franchisee
is able to pay its debts as and when promised by Franchisee and that Franchisee has assets that are
greater than its debts), (ii) not have abandoned the Store, (iii) not be operating the Franchise in a
manner that endangers public health or safety or materially harms the San Chen brand or reputation,
and (iv) not have knowingly submitted false or incomplete reports to Franchisor during the initial
term.

(c) Notwithstanding section 5.2(a) above, Franchisor is not obligated to renew Franchisee's
rights granted under this Agreement for an additional term if one or more of the following applies
Oor occurs:

(i) Franchisee gives Franchisor written notice of Franchisee's intention not to renew
this Agreement at least 180 days before the expiration of the initial term or any successor term.

(i) During the 180 days prior to expiration of the Franchise, Franchisor permits
Franchisee to sell the rights to operate the Franchised Business at the Store to a purchaser who meets
Franchisor's then current requirements for granting new Franchises or (if Franchisor is not granting
a significant number of new Franchises) the then current requirements for granting renewal
Franchises.

(ii1) Termination of this Agreement would be permitted pursuant to sections 13.1 or
13.2 hereof.

(iv) Franchisee and Franchisor agree not to renew the Franchise.



(v) Franchisor withdraws from distributing Franchisor's products or services through
Franchises in the geographic market served by Franchisee, providedthat:

(A) Upon expiration of the Franchise, Franchisor agrees not to seek to enforce
any covenant of the non-renewed franchisee not to compete with Franchisor or its franchisees; and

(B) The failure to renew is not to convert the business conducted by Franchisee
pursuant to this Agreement to operation by Franchisor's employees or agents for Franchisor's own
account.

(vi) At the time of renewal, Franchisee or any Principal Equity Owner has been
convicted of a felony or a crime involving moral turpitude, consumer fraud or any other offense
that is reasonably likely, in Franchisor's reasonable judgment, to have a materially adverse effect
on the Marks, the System or the goodwill associated with the Marks or System.

(vii) Franchisor and Franchisee fail to agree to changes or additions to the terms and
conditions of this Agreement, if such changes or additions would result in renewal of this Agreement
on substantially the same terms and conditions on which Franchisor is then customarily granting
renewal franchises, or if Franchisor is not then granting a significant number of renewal Franchises,
the terms and conditions on which Franchisor is then customarily granting original franchise
agreements. Franchisor may give Franchisee written notice of a date which is at least 30 days from
the date of such notice, on or before which a proposed written agreement of the terms and conditions
of the renewal Franchise must be accepted in writing by Franchisee. Such notice, when given not
less than 180 days before the end of the Franchise term, may state that in the event of failure of such
acceptance by Franchisee, the notice will be deemed a notice of intention not to renew at the end of
the Franchise term.

(d) As a condition to renewing Franchisee's rights, duties and obligations hereunder, not later
than 90 days before the end of the term that is expiring, Franchisee and Franchisor must sign either
(i) Franchisor's then-current standard Franchise Agreement modified by addendum to remove
provisions that only apply to a new franchisee, such as initial franchise fee and initial training
requirements (“Renewal Franchise Agreement”) or (i1) an addendum to this Agreement extending
its term for an additional two-year three-year term. IN ADDITION TO NOT GRANTING ANY
ADDITIONAL RIGHTS BEYOND THOSE GRANTED IN THIS AGREEMENT, THE
RENEWAL FRANCHISE AGREEMENT MAY CONTAIN OTHER TERMS THAT ARE
SUBSTANTIALLY DIFFERENT FROM THOSE IN THIS AGREEMENT. The Renewal
Franchise Agreement, when executed, will supersede this Agreement.

(e) At the time of renewal, Franchisee must have satisfied all monetary obligations owed by
Franchisee to Franchisor and to Franchisor's affiliates and all other material obligations under this
Agreement, and Franchisor may examine Franchisee's books and records to verify compliance
with this requirement anytime during normal business hours within 60 days of Franchisee's
renewal date.

(f) At the time of renewal, Franchisee and its Principal Equity Owners must execute a release,



in the form prescribed by Franchisor, of all actual or potential claims Franchisee or any Principal
Equity Owner may have against Franchisor or Franchisor’s affiliates, and their respective officers,
directors, agents and employees as of the effective date of the Renewal Franchise Agreement.

(g) Before or not later than 90 days after Franchisee's execution of a Renewal Franchise
Agreement for an additional term, Franchisee must make such physical modifications to
Franchisee's Store as are reasonably necessary so that they are substantially consistent with the
then current System requirements, and so that they can accommodate new San Chen Products, if
any. Franchisee must also bring Franchisee's Store and equipment, materials and supplies into
compliance with the standards then applicable to new San Chen franchises.

(h) When Franchisee signs the Renewal Franchise Agreement, it must pay Franchisor a
“Renewal Fee” of $10,000. This Renewal Fee is subject to adjustment based on changes in the CPI
since the Effective Date.

5.3 Month to Month Extension; Longer Notice of Expiration Required by Law.

(a) At Franchisor's option, to be exercised in Franchisor's sole and absolute discretion, if the
renewal procedures described in section 5.2 above have not been completed, or in lieu of formal
renewal of the Franchise, Franchisor may extend this Agreement on a month-to-month basis by
notifying Franchisee Franchisor is doing so. Said month-to-month extension will continue until
Franchisor gives Franchisee at least a 30-day notice that the Franchise rights must be formally
renewed in accordance with section 5.2 or the Agreement will expire and be terminated.

(b) If applicable law requires Franchisor to give a longer period of notice to Franchisee than
herein provided prior to the expiration of the initial term or any successor term, Franchisor will
give such additional required notice. If Franchisor does not give such required additional notice,
this Agreement will remain in effect on a month-to-month basis only until Franchisee has received
such required additional notice.

VI. TRAINING AND ASSISTANCE
6.1 Initial Training.

(a) First Stage of Training

Franchisee shall dispatch two to four personnel to Franchisor’s place (located in
Taiwan, ROC) to receive a ten (10) day training. Franchisee shall communicate with
Franchisor 30 days prior to initiation of training to facilitate and ascertain details of training.
Franchisee shall be responsible for accommodation, transportation, or other necessary fees
for its personnel.

(b) Second Stage of Training

One month before first day of trial operation, Franchisee shall communicate with
Franchisor once the ingredients, materials, facilities, and personnel are ascertained.
Franchisor shall dispatch one to two supervisors Franchisee's Store and perform on-site



assistance for fourteen (14) days. The fourteen (14) day period includes two days off and
round-trip travel time. Franchisee shall be liable for transportation and accommodation of
Franchisor’s personnel.

(c) Special Requirement of Accommodation and Training Fees

Unless agreed otherwise, Franchisee shall provide Franchisor’s personnel with single
room in hotel rated at least four (4) stars. Franchisee shall provide $200/day for each of
Franchisor’s personnel as training fees.

(d) Special Obligation of Area Developer
In the event that Franchisee's business performs poorly in the future, Franchisee shall
send two (2) more personnel back to Franchisor’s office to receive additional training.

6.2 Training and Assistance after Opening.

(a) After Franchisee opens the Franchised Business, Franchisor will provide Franchisee with
access to, and may list Franchisee's Store on, and integrate other information about Franchisee's
Store into, the Chicha San Chen Corporation website, which may include access to a password
protected, digital copy of the Confidential Operations Manual (any future updates or modifications
to Franchisee's presence on the San Chen website may be at Franchisee's cost and expense).

(b) After Franchisor provides on-site opening assistance at the Store pursuant to section
6.1(a) above, Franchisor will provide Franchisee with telephone and e-mail assistance at
Franchisee's request or otherwise as Franchisor deems necessary to instruct in all phases of the
operation of the Franchised Business. Franchisor's representatives may visit Franchisee's Store
from time to time, but the frequency and duration of any such visits by Franchisor's representatives
is in Franchisor's sole discretion. In addition, representatives of Franchisor will be available on an
ongoing basis at Franchisor's international headquarters for consultation and guidance with respect
to the operation and management of the Franchised Business. Franchisor does not provide
Franchisee with assistance in contracting with agents or hiring employees.

(c) After Franchisee opens its Store, and upon reasonable notice, Franchisor may require
attendance of Franchisee's designated personnel at training courses, seminars, conferences or other
programs other than Initial Training or mandatory meetings (described in section 6.3 below) that
Franchisor deems to be relevant or appropriate to the operation of the Franchised Business.
Franchisee specifically agrees that only persons trained by Franchisor or under Franchisee's
supervision will have overall responsibility for the operation of the Store and Franchised Business,
and that Franchisee will send its Store Manager to Franchisor for additional training if Franchisor
requests this. Franchisor may at its discretion charge Franchisee an additional training fee of up
to $200 per day for San Chen training courses, seminars, conferences or other programs that
Franchisor requires Franchisee or Franchisee's representatives to attend.

(d) Franchisor may but is not required to make available to Franchisee optional staff training
courses, coaching and business mentoring programs, seminars, conferences, or other programs, in
a suitable location selected by Franchisor. Franchisor may at its discretion charge Franchisee a



separate fee of up to $200 per day for this optional training.

(e) In addition to updates to the Confidential Operations Manual, Franchisor may provide
Franchisee with additional materials relating to the Franchised Business. Franchisor may also from
time to time make available to Franchisee for purchase other materials relevant to the System and
the Franchised Business.

(f) All costs and expenses (including travel, hotel and meal) of Franchisee's attendees at any
post-opening training, conferences or meetings will be Franchisee's sole responsibility. All persons
attending post-opening training, conferences or meetings on Franchisee's behalf must have a
demonstrable relationship to the management and operation of the Franchise.

(g) In the event of a Transfer of the Franchise (which must be done in full compliance with
section 12.2 of this Agreement), the transferee must be trained by Franchisor as a condition of
Franchisor's consent to such Transfer. The transferred Franchise may not be opened or re-opened
by the transferee until Franchisor accepts the transferee in writing as being qualified to operate the
Franchise and Franchisor has otherwise consented to the Transfer in accordance with this
Agreement.

6.3 Proprietary Materials.

At Initial Training and other training programs and conferences, Franchisor may provide
Franchisee with Proprietary Information, as well as training materials, training curricula and related
materials for Franchisee's use in training Franchisee's staff. All of these items are and will remain
Franchisor's sole and exclusive property. To the extent that Proprietary Information is furnished in
a printed “hard” copy rather than electronically, Franchisee will only grant authorized personnel
access to the Proprietary Information and take adequate precautions to ensure that the Proprietary
Information is kept in a locked receptacle at the Store when not in use by authorized personnel. To
the extent that the Proprietary Information is furnished in electronically or in an equivalent format,
Franchisee will only share the access password with authorized personnel. Franchisee will
promptly notify Franchisor if any part of its Proprietary Information that is maintained in a tangible
media is lost or destroyed for any reason. Franchisee must not, nor allow its employees or others
to, copy, reproduce, disseminate or otherwise reveal to third parties any Proprietary Information
and related materials, without Franchisor's express prior written consent.

VII. OPENING OF SHOP AND FRANCHISED BUSINESS

7.1 Franchisee's Store.

The Franchised Business may only be operated from Franchisee's Store. If Franchisee's Store has
not been identified when Franchisee signs this Agreement, the exact location of Franchisee's Store
will be inserted into a restated Exhibit 1 attached to this Agreement as soon as its location has been
determined. To promote the orderly and timely service of San Chen customers, Franchisee may not
cater or deliver San Chen Products outside Franchisee's Territory without Franchisor's prior written
consent.

7.2 Building Out Franchisee's Store.

(a) Premises acceptable to Franchisor where Franchisee's Store will be operated should be



located and secured by Franchisee and reviewed and consented to by Franchisor within 180 days
after the date this Agreement is executed by Franchisee. Within five business days after Franchisee
presents a proposed site for the Store, Franchisor will review and either consent to or disapprove
the location (and if Franchisor disapproves, Franchisee must promptly propose an alternative
location). If Franchisee has not located a site for Franchisee's Store that is acceptable to Franchisor
within 180 days after the Effective Date, Franchisor may cancel this Agreement because Franchisee
failed to find an acceptable site within the allotted time. If Franchisor does so, Franchisor will refund
Franchisee's Initial Franchise Fee paid by Franchisee, less any expenses Franchisor incurred in
processing Franchisee's Franchise and this Agreement, and assisting Franchisee with Store location
services, up to the date of cancellation.

(b) Franchisee must configure and equip a Store (and commence operation of the Franchised
Business there) within 180 days after Franchisor consents to the Store premises, using architects,
project managers, contractors, subcontractors, architectural plans/blueprints (the architectural
plans/blueprints provided by Franchisor's architect are prepared as a “work for hire” and as such
Franchisor is the owner of such plans and asserts a copyright regarding such plans) and key
equipment suppliers designated by Franchisor (or one of Franchisor's affiliated companies) or
otherwise reasonably acceptable to Franchisor. If after Franchisee has located and secured suitable
premises (that Franchisor consents to) for its Store, Franchisee has not commenced operation of the
Franchised Business within 365 days after the Effective Date, Franchisor may terminate this
Agreement effective on written notice and if Franchisor does so, Franchisee will not be entitled to
receive any refund of the Initial Franchise Fee. Franchisor may give Franchisee an extension of time
to open the Store beyond the mandatory dates specified above in this section 7.2(b) if Franchisor
deems in its sole discretion that Franchisee has made a diligent effort to open but was unable to do
so due to reasons beyond Franchisee's reasonable control.

(c) Franchisor will provide direct and indirect assistance to Franchisee in the Store site
selection process. However, Franchisee has the sole responsibility for locating, securing, and
obtaining suitable premises for Franchisee's Store. Franchisor reserves the sole right of final review
and consent to any location of the Store. Franchisor's final review and consent to the location of
Franchisee's Store is not a guarantee that a San Chen business can be successfully operated there
or anywhere else.

(d) Franchisor will not approve the Franchisee's application to open and operate a San
Chen/Chicha San Chen outlet until the Franchisee has obtained all necessary permits required by
local laws and regulations. These permits include, but are not limited to, the construction
completion permit, business permit, and any other relevant permits. The Franchisee must provide
the Franchisor with evidence of these permits before receiving approval to commence operations.

(e) Franchisor has the right to regularly inspect Franchisee's Store and any other site where
Franchisee conducts the Franchised Business.

7.3 Initial Inventory, Fixtures and Equipment.

(a) Within the timeframes that Franchisor specifies before the Opening Date, Franchisee
must alsoorder from (and if necessary pre-pay to) Franchisor's affiliates, or other designated or



approved suppliers, (i) the initial Required Inventory and other supplies and accessories necessary
for Franchisee to provide San Chen Products to Franchisee's customers, (ii) number of pieces of
required fixtures and equipment, and (iii) other proprietary supplies, items and accessories as
specified in the Confidential Operations Manual, with delivery scheduled for not later than two
weeks before the Opening Date. Thereafter, Franchisee must buy replacement or additional
Required Inventory, fixtures, equipment, accessories and other authorized items only from
Franchisor's affiliates, or other designated or approved suppliers.

(b) Franchisee must also purchase apparel containing the Marks, other materials containing
the Marks, and any other signs containing the Marks from Franchisor's affiliates, or other
designated or approved suppliers, with delivery scheduled for not later than two weeks before the
Opening Date.

(c) Franchisee must also purchase supplies, paper goods, services, packaging, forms and other
products and supplies to constitute Franchisee's complete initial inventory of such items as
specified in the Confidential Operations Manual from responsible suppliers, with delivery
scheduled for not later than two weeks before the Opening Date.

(d) Franchisor and its affiliated entities reserve the right to derive and receive revenues, rebates
or other material consideration as a result of required purchases by System franchisees, and to retain
for itself or use such revenues, rebates or other material consideration as Franchisor deems
appropriate.

7.4 Marketing and Advertising Boundaries.

Franchisee may not directly promote, advertise or otherwise market the Franchised Business outside
the boundaries of the Territory or other advertising boundary that Franchisor designates, except with
Franchisor's prior written consent. The marketing and advertising boundaries are determined by
Franchisor and may be changed by Franchisor or overlap with the territories of other franchised Stores
as market conditions or type of media warrant, all in Franchisor's sole discretion. Such marketing and
advertising boundaries may exceed the Territory provided herein, in Franchisor's sole discretion.

VIII. OPERATION OF FRANCHISED BUSINESS

8.1 Operational Requirements.

(a) At all times, and subject to applicable state law and regulations, Franchisee must be, or
employ, a Store Manager (must be either a sole proprietor or a Principal Equity Owner owning at
least 50% of the Franchisee entity) who will devote their entire time during normal business hours,
as defined in the Confidential Operations Manual, to the management, operation and development
of the Franchised Business. The Store Manager must ensure that Franchisee fulfills its obligations
to Franchisee's customers in a timely and professional manner and he or she may not engage in any
other business requiring his or her active participation during normal business hours.

(b) Franchisee understands and agrees that the maintenance of the quality of the San Chen
Products offered by each San Chen franchisee is of primary importance to Franchisor to properly
promote and protect the public image of these goods and services, and to protect the Marks under
which San Chen franchisees are licensed to operate. Franchisee therefore agrees to only provide



at its Store San Chen Products that are properly prepared in accordance with Franchisor's
confidential recipes and procedures. Franchisee must only sell to customers at Franchisee's Store
San Chen Products and other food and beverages specified in Franchisor's then authorized menu,
and related products and accessories supplied by designated vendors and approved suppliers for
resale by Franchisee at Franchisee's Store in accordance with this Agreement and the Confidential
Operations Manual (as amended from time to time by Franchisor). Franchisee must only operate
the Franchised Business at Franchisee's Store, in strict accordance with the procedures set forth in
the Confidential Operations Manual or otherwise provided to Franchisee by Franchisor in writing.
Franchisee must always maintain an adequate level of supplies and Required Inventory to properly
operate Franchisee's Store. Franchisee must use the standard signs and formats that Franchisor
prescribes in operating the Store and conducting the Franchised Business.

(c) To protect and maintain the integrity, reputation and goodwill of the System and the
Marks, Franchisor requires that Franchisee comply with the methodology Franchisor prescribes in
providing San Chen Products to customers. To enhance uniformity in the delivery of goods and
services to retail customers by Franchisor's franchisees and the strength of the Marks in inter-brand
competition, and subject to applicable antitrust laws, Franchisor may recommend retail prices for
specific San Chen Products and other products and services Franchisor authorize for sale at
Franchisee's Store. If Franchisor does so, Franchisee may not advertise or promote (whether by
telephone, printed materials or any other media, including, without limitation, social media) retail
prices that are inconsistent with these recommended prices. Otherwise, Franchisor does not
determine maximum or minimum prices for San Chen Products and other products and services
Franchisor authorize for sale at Franchisee's Store.

(d) Franchisee's Store must be open during the normal business hours that apply to the
premises where the Store is located. The obligation to remain open will not apply if Franchisee is
subjected to an event of Force Majeure.

(e) Franchisee must promptly satisfy any bona fide indebtedness that Franchisee incurs in
operating the Franchised Business. Contractors, subcontractors, vendors and suppliers providing
services to the Franchised Business must be paid in accordance with the terms of their agreements
with Franchisee.

(f) Franchisee must comply with all health, administrative and governmental regulations
relating to the storage, sale and shipment of San Chen Products. Franchisee must notify Franchisor
in writing within 10 days after Franchisee receives actual notice of the commencement of any
investigation, action, suit, or other proceeding, or the issuance of any order, writ, injunction, award,
or other decree of any court, agency, or other governmental authority that pertains to the Franchised
Business or that may adversely affect Franchisee's operations at the Store or Franchisee's ability to
meet its obligations hereunder.

(g) Upon the occurrence of any event that occurs at the Store or in the Territory that has
caused or may cause harm or injury to customers or employees, or that may damage the System,
Marks, or image or reputation of the Franchised Business or Franchisor or its affiliates, Franchisee
must immediately inform Franchisor's designated contact person as instructed in the Confidential
Operations Manual by telephone, e-mail, text or other electronic messaging medium authorized by



Franchisor for this purpose. Franchisee must cooperate fully with Franchisor with respect to
Franchisor's response to an incident described in this section 8.1(g).

(h) If there is any bona fide dispute as to any liability for taxes assessed or other indebtedness,
Franchisee may contest the validity of the amount of the tax or indebtedness in accordance with
procedures of the taxing authority or applicable law. However, Franchisee may not permit a tax
sale or seizure by levy or similar writ or warrant, or attachment by a creditor to occur against the
premises of the Store or any of its improvements.

(1) Franchisee may not engage in any co-branding in the Store or otherwise in connection
with the Franchised Business except with Franchisor's prior written consent. Franchisor is not
required to approve any co- branding chain or arrangement except in Franchisor's discretion, and
only if Franchisor recognizes that co- branding chain as an approved co-brand for operation within
the System. “Co-branding” includes the operation of an independent business, product line or
operating system owned or licensed by another entity (not Franchisor) that is featured or
incorporated within Franchisee's Store or the Franchised Business Franchisee operate in
Franchisee's Territory or is adjacent to Franchisee's Store and operated in a manner which is likely
to cause the public to perceive it to be related to the Store and Franchised Business licensed to
Franchisee hereunder.

8.2 Confidential Operations Manual.

(a) Franchisee must operate the Franchised Business in accordance with the Confidential
Operations Manual, a copy of which will be provided to Franchisee either in print or through
restricted access (available to the Store Manager and other Principal Equity Owners) on
Franchisor’s website. To the extent that the Confidential Operations Manual is furnished in a
printed “hard” copy rather than electronically, Franchisee will only grant authorized personnel
access to the Confidential Operations Manual and take adequate precautions to ensure that the
Confidential Operations Manual is kept in a locked receptacle at the Store when not in use by
authorized personnel. To the extent that the Confidential Operations Manual is furnished in
electronically or in an equivalent format, Franchisee will only share the access password with
authorized personnel. Franchisee will promptly notify Franchisor if any part of the Confidential
Operations Manual that is maintained in a tangible media is lost or destroyed for any reason.

(b) Franchisee must keep the Confidential Operations Manual confidential and current, and
the master copy of the Confidential Operations Manual maintained by Franchisor at its principal
office will control in the event of a conflict related to the contents of the Confidential Operations
Manual. Franchisor has the right to modify the Confidential Operations Manual at any time by the
addition, deletion or other modification of the provisions thereof. All such additions, deletions or
modifications are effective on the next business day after the digital copy maintained on
Franchisor's website is changed.

(c) All additions, deletions or modifications to the Confidential Operations Manual are
equally applicable to all similarly situated San Chen franchisees. As modified by Franchisor from
time to time, the Confidential Operations Manual will be deemed to be an integral part of this
Agreement and references to the Confidential Operations Manual made in this Agreement, or in



any amendments or exhibits hereto, are deemed to mean the Confidential Operations Manual.
However, the Confidential Operations Manual, as modified or amended by Franchisor from time to
time, will not alter Franchisee's fundamental status and rights under this Agreement. If there is any
discrepancy or dispute about the version of the Confidential Operations Manual that Franchisee
may have printed and maintain, the master copy of the Confidential Operations Manual that
Franchisor maintains at its headquarters and available on Franchisor's website will be the
controlling version and will supersede all prior versions.

(d) If Franchisee loses printed portions of, or allows unauthorized access to or duplication
of, the Confidential Operations Manual or any other confidential manuals or proprietary materials
loaned to Franchisee by Franchisor, Franchisee must request a replacement within three business
days, and Franchisee will be deemed to be in material breach of this Agreement and all other
agreements Franchisee has with Franchisor and its affiliated entities.

(e) Upon the expiration or termination of this Agreement for any reason whatsoever,
Franchisee must immediately return to Franchisor any printed portions of the Confidential
Operations Manual then in Franchisee's possession. Except as specifically permitted by Franchisor,
at no time may Franchisee, or Franchisee's employees or agents, (i) make, or cause to be made, any
copies or reproductions of all or any portion of the Confidential Operations Manual, (ii) give online
access to the Confidential Operations Manual to unauthorized persons, or (iii) disclose any part of
the Confidential Operations Manual to any other person except Franchisee's authorized employees
and agents when required in the operation of the Franchised Business. Franchisee must also
permanently erase anything relating to Fran