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ACE SUSKEI FRANCHISE CORPORATION
FRANCHISE AGREEMENT
FRANCHISE AGREEMENT (the “Agreement”) made and entered into as of

' , by and between ACE SUSHI FRANCHISE CORPORATION, a
California corporation ("FRANCHISOR"), and

("FRANCHISEE"), with reference to the following facts:

A, Asiana Management Group, Inc., a California corporation (*AMG”), an
affiliate of FRANCHISOR, as the result of the expenditure of time, skill, effort,
and money, has developed a distinctive system relating to the establishment and
operation of sushi bars (“ACE Sushi Bars”) which offer high quality raw and cooked
sushi and related food products prepared by a sushi chef for sale as carry-out
items for off-premises consumption, either at sushi bar departments in grocery
stores, supermarkets. and other locations (the “Stores”) owned and operated by
third-party operators (the “Store "owners”) who have 'entered into agreements
(“Sdshi Supply Agreements”) with AMG or pre-packaged and sold in display and
merchandising cases at Stores in the general geographical vicinity of the ACE
Sushi Bars (the “Satellite Stores”) without a sushi bar department or sushi chef
on site (the “System”). ) :

B. The distinguishing characteristics of the System include, without
limitation, the selection, preparation and distribution of unique high quality
fresh and frozen sushi and related food products which incorporate AMG’'s trade
secrets and proprietary information (the "Proprietary Products"), distinctive
equipment; standards and specifications for products and supplies, service
standards, uniform standards, specifications, and procedures for operations,
procedures for inventory and management control, and training and assistance, all
of which may be changed, improved, and further developed by FRANCHISOR and its
affiliates from time to time.

C. The System is identified by means of certain trade names, service
marks, trademarks, logos, emblems, and indicia of origin, including, but not
limited, to the mark "ACE SUSHI" and such other trade names, service marks, and
trademarks as are now designated and may hereafter be designated by FRANCHISOR in
writing for use in connection with the System (the "Proprietary Marks").

D. FRANCHISOR has obtained the right to use, and to license others to
use, the Proprietary Marks, the Proprietary Products and the System from AMG.

: E. FRANCHISOR continues t¢ develop, use, and control the use of the
Proprietary Marks in order to identify for the public the source of services and
products marketed under this Agreement and under the System, and to represent the
- System's high standards of quality and service.

F. FRANCHISEE desires to enter into the business of operating a ACE Sushi
Bar under the System and using the Proprietary Products and the Proprietary Marks
(the “Main Sushi Bar"), and wishes to enter into an agreement with FRANCHISOR for
that purpose, and to receive the training and other assistance provided by
FRANCHISOR in connection therewith., FRANCHISEE Trepresents and warrants to
FRANCHISOR, as an inducement to FRANCHISOR's execution of this Agreement, that all
statements made by FRANCHISEE and all materials provided to FRANCHISOR by
FRANCHISEE in connection with the grant of this franchise to FRANCHISEE are
accurate and complete and that FRANCHISEE has- made no misrepresentations or
material omissions in connection with obtaining this franchise. FRANCHISOR grants
this franchise in reliance upon each and all of FRANCHISEE's representations.
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G.  FRANCHISEE understands and acknowledges the importance of FRANCHISOR's
high standards of qguality, cleanliness, appearance, service, and proprietary menu
items, and the necessity of operating the Main Sushi Bar in conformity with
FRANCHISOR's standards and specifications.

NOW, THEREFORE, THE PARTIES AGREE:

1. GRANT

1.1 Grant of Franchise. FRANCHISOR hereby grants to FRANCHISEE the non-
exclusive right, and FRANCHISEE undertakes the obligation, to use the System, the
Proprietary Products and Proprietary Marks solely in connection with the operation
of one {1} ACE Sushi Bar at, and only at, the »Franchised Location” (as defined in
Paragraph 1.4 of this Agreement}.

1.2 Satellite Stores. If applicable, FRANCHISOR hereby grants to
FRANCHISEE the non-exclusive right, and FRANCHISEE undertakes the obligation, to
use the System, the Proprietary Products and Proprietary Marks solely in
connection with the operation of a number of Satellite Stores, as FRANCHISOR shall
determine in its sole and absolute discretion, as set forth in FRANCHISOR's
standard-form Satellite Store Addendum attached, or to be attached, to this
Agreement, either on the date of the parties’ execution of this Agreement, or
thereafter during the term of this Agreement. FRANCHISEE shall execute and deliver
to FRANCHISOR each Satellite Store Addendum for each Satellite Store to operated
under this Agreement within five (5) days after FRANCHISEE's receipt of the same
from FRANCHISOR.

1.3 Use of Marks Domain Names Only as DPirected by Franchiseor. The
Proprietary Marks, the Internet domain name www.acesushi.com, any other Internet
domain names, URLs, copyrights or toll-free telephone numbers which may be
utilized by FRANCHISOR, or its affiliates, and their mnemonics and other
identifying marks constituting a part of the System, now or in the future, shall
be used solely as directed by FRANCHISOR. Nothing contained in this Agreement
shall be construed to authorize or permit the use by FRANCHISEE of the System, the
Proprietary Products or the Proprietary Marks, the Internet domain name
www.acesushi.com, any other Internet domain names, URLs, toll-free telephone
numbers, or any confusingly similar imitations of the same, at any location other
than the Franchised Location and Satellite Stores, or on the World Wide Web
section of the Internet or for any other purpose whatsocever.

. 1.4 Location of Main Sushi Bar and Name of Store Owner. FRANCHISEE shall
operate the Main Sushi Bar only at the address listed on Attachment B to this
Agreement (the "Franchised Location"), as selected by FRANCHISOR, either prior to
or following the date of the parties’ execution of this Agreement. The Store Owner
is also listed on Attachment B. 'If, at the time of execution of this Agreement,
the Franchised Location has not been obtained by FRANCHISOR, FRANCHISOR and
FRANCHISEE shall complete and execute Attachment B following the acquisition of
the Franchised Location by FRANCHISOR. Selection of the Franchised Location by
FRANCHISOR pursuant to this Paragraph 1.4 is not, and shall not be deemed to be, a
guarantee or assurance by FRANCHISOR that the Sushi Bar shall be profitable or
successful. .

1.5 Reservation of Rights by Franchisor. FRANCHISEE expressly acknowledges
and agrees that the franchise is non-exclusive; that the franchise granted in this
Agreement is only for one (1) Sushi Bar at the Franchised Location and if
applicable, at the Satellite Stores; that FRANCHISEE is not granted any area,
market, or protected territorial rights; and that FRANCHISEE shall not have the
right to sublicense, sublease, subcontract or enter into any management agreement
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providing for the right to operate the Sushi Bar or to use the System granted
pursuant to this Agreement. FRANCHISOR and its affiliates retain the right, among
others, in any manner and on any terms and conditions that FRANCHISOR deems
advisable, and without granting FRANCHISEE any rights therein:

1.5.1 To own, acquire, establish, and/or operate, and license
others to establish and operate, ACE Sushi Bars and Satellite Stores, at any
location.

1.5.2 To own, acquire, establish and/or operate, and license.
others to establish and operate, businesses, including ACE Sushi Bars (with or
without Satellite Stores) under other proprietary marks or other systems, whether
such businesses are the same, similar, or different from ACE Sushi Bars, at any
location,

1.5.3 To license others to sell or distribute any the
Proprietary Products or services which bear any proprietary marks, including the
Proprietary Marks, at any location. '

1.5.4 To produce, license, distribute and market ACE SUSHI
branded food products, clothing, souvenirs, and novelty items through any outlet
(regardless of its proximity to the Main Sushi Bar or the Satellite Stores)
including grocery stores, supermarkets and convenience stores and through any
distribution channel, at wholesale or retail, including by means of the World Wide
Web section of the Internet, mail order catalogs, direct mail advertising and
other distribution methods. ’

1.5.5 To own, acquire, establish and/or operate and grant others
the right to develop, own, operate and issue franchises and licenses to others to
develop, own and operate other methods and channels of distribution utilizing the
Proprietary Marks and the System, including, without limitation, toll-free
telephone numbers, domain names, URLs, on-line.computer networks and services, the
Internet, kiosks, carts, concessions, satellite units, other mobile, remocte,
limited service or non-permanent facilities or other retail operations as a part
of larger retail venues such as department stores, supermarkets, shopping malls or
in public areas such as amusement parks, airports, train stations, public
tfacilities, college and school campuses, arenas, stadiums, hospitals, office
buildings, convention centers, airlines (in-flight service) and military bases.

1.5.6 To sell Proprietary Products to “National Accounts”.
“National Accounts” means multi-state businesses that purchase such products as
end-users and not as re-sellers.

1.6 Modification to System and Confidential Operations Manual. FRANCHISEE
acknowledges that the System, FRANCHISOR's Confidential Operations Manual or any
other manual loaned to FRANCHISEE by FRANCHISOR pursuant to Paragraph 3.3 of this
Agreement (the "Confidential Operations Manual"), and the products and services
offered by the Main Sushi Bar may be modified, (such as, but not limited to, the
addition, deletion, and modification of Proprietary Products, operating procedures
and services) from time to time by FRANCHISOR. FRANCHISEE agrees to comply, at its
expense, with all such modifications, including, without 1limitation, all
reguirements to implement the modifications, such as replacement or renovation of
equipment, computer ordering systems, computer hardware and software. FRANCHISOR
shall notify FRANCHISEE of any such System changes. FRANCHISEE shall implement any
System changes upon receipt of notice thereof from FRANCHISOR, and shall complete
their implementation within such time as FRANCHISOR may reasonably specify.




1.7 Wholesale Sales. FRANCHISEE shall not engage in wholesale sales of
Proprietary Products of any kind without FRANCHISOR’s prior consent. “Wholesale
sales” means the direct or ‘indirect sale or distribution of Proprietary Products
to a third party for resale, retail sale or further distribution through any trade
method or trade channel.

2. INITIAL AND EXTENDED TERMS

2.1 Initial Term of this Agreement. The initial term of this Agreement,
except as otherwise provided in this Agreement, shall commence upon its acceptance
and execution by FRANCHISOR, and shall automatically expire after twenty-four (24)
months or upon the expiration or termination of the Sushi Supply Agreement or
other agreement, whether oral or written, for the Main Sushi Bar, whichever is
less, unless terminated sooner in accordance with the terms of this Agreement. The
initial term of the Sushi Supply Agreement applicable to this franchise is set
forth on Attachment B. FRANCHISOR and FRANCHISEE acknowledge and agree that the
term of the Sushi Supply Agreement with the Store Owner of the Franchised Location
generally ranges from ninety (90) days to twenty-four (24) months and that any
options‘to extend the initial term. may range from thirty (30) days to thirty-six
(36) months. FRANCHISOR and FRANCHISEE further acknowledge and agree that the
Sushi Supply Agreement may provide for a month-to-month relationship between the
Store Owner and AMG following the expiration of the initial term ‘of the BSushi
supply Agreement, for automatic renewal of the Sushi Supply Agreement on identical
terms following the expiration of the initial term of the Sushi Supply Agreement,
that either party may terminate a Sushi Supply Agreement on thirty (30) to sixty
(60) days notice to the other party, and for the termination of the Sushi Supply
Agreement if the Store Owner elects to close a Store. FRANCHISCR and FRANCHISEE
further acknowledge and agree that the Sushi Supply Agreement may provide for
immediate termination if any health department takes action for any violation of
health codes or regulations at the Franchised Location and for other designated
violations of the Sushi Supply Agreement. .

2.1.1 If this Agreement terminates prior to the scheduled
termination date for any reason other than due to the fault of FRANCHISEE,
FRANCHISOR shall exert commercially reasonable efforts to relocate FRANCHISEE to a
new franchised location within ninety (90) days thereafter, provided that
FRANCHISEE satisfies all of the requirements of FRANCHISOR with respect to
applicants for new franchises at that time and provided that FRANCHISEE complies
with the reguirements of Paragraph 2.2.1 through Paragraph 2.2.6 of this
Agreement. Following relocation, FRANCHISEE shall have the right to operate the
Main Sushi Bar at the new location for the remainder of the term of this
Agreement., If FRANCHISOR is unable to relocate FRANCHISEE to a new franchised
location within such ninety (90) day period, this Agreement shall terminate and be
of no further force or effect. In no event, will FRANCHISEE be entitled to any
refund of any fees theretofore paid to FRANCHISOR or its affiliates by FRANCHISEE.

2.1.2 FRANCHISEE shall- have no right or option to extend or
renew the term of this Agreement. :

2.2. conditions for Successor Franchise. Upon expiration of the initial
term of this Agreement, if the Sushi Supply Agreement remains in effect,
FRANCHISOR shall have the right to extend the term of this Agreement and to grant
FRANCHISEE a successor franchise for the Main Sushi Bar on the terms set forth in
FRANCHISOR's then-current form of Franchise Agreement, provided that FRANCHISEE is
eligible for a successor franchise at that time in accordance with the
requirements and policies of FRANCHISOR as set forth in FRANCHISOR's Confidential
Operating Manual or other directives from time to time, and provided that each of
the following conditions are satisfied:




2.2.1 FRANCHISEE shall not be in default of any provision of
this Agreement, or any other agreement between FRANCHISEE and FRANCHISOR or its
affiliates, or any standards set forth in the Confidential Operations Manual, and
FRANCHISEE -shall have complied with all the terms and conditions of this
Agreement, the confidential Operations Manual and any other agreements during the
term of this Agreement.

2.2.2 FRANCHISEE shall have satisfied all monetary obligations
owed by FRANCHISEE to FRANCHISOR and its affiliates, and shall have timely met
those obligations throughout the term of this Agreement.

2.2.3 FRANCHISEE shall, at FRANCHISOR's option, execute
FRANCHISOR's then-current form of Franchise Agreement and any addenda thereto, for
the successor term, which agreement shall supersede this Agreement in all
respects, and the terms of which, including, without limitation, the amount of
sPranchisor’s Compensation” and the ncommissions” may differ materially and be
less advantageous to FRANCHISEE than the terms of this Agreement.

2.2.4 FRANCHISEE shall comply with FRANCHISOR's then-current
qualification and training requirements.

2.2.5 FRANCHISEE shall pay FRANCHISOR a fee for the right to
obtajin an extended term in an amount equal to fifty percent {(50%) of the then-
current initial franchise fee charged by FRANCHISOR to new franchisees of
FRANCHISOR.

. 2.2.6 FRANCHISEE shall execute a General Release, in
substantially the form of Attachment A to this Agreement, of any and all claims
which FRANCHISEE may have or believes to have against FRANCHISOR and/or its
affiliates and their respective officers, directors, agents and employees, whether
the claims are known or unknown, which are based on, arise from or relate to this
Agreement, the Main Sushi Bar, Satellite Stores or the Franchised Location, as
well as claims, known or unknown, which are not based on, do not arise from or do
not relate to this Agreement, the Main Sushi Bar, the Satellite Stores or the
Franchised Location but which relate to other franchise agreements, sushi bars,
satellite stores franchised locations and other agreements between FRANCHISOR or
its affiliates and FRANCHISEE which arose on or before the date of the General
Release, including, without limitation, all obligations, liabilities, demands,
costs, expenses, damages, claims, actions and causes of action, of whatever
nature, character or description, arising under federal, state and leocal laws,
rules and ordinances.

2.2.7 If FRANCHISOR is not offering new franchises, is in the
process..of revising, amending or renewing FRANCHISOR'S form of Franchise Agreement
or franchise offering circular or is not lawfully able to offer FRANCHISEE
FRANCHISOR's then-current form of Franchise Agreement at the time FRANCHISEE,
exercises an option to extend the texm of this Agreement, FRANCHISOR may offer to
renew FRANCHISEE's existing Franchise Agreement upon the terms and conditions set
forth in this Agreement for the extended tem of the franchise, or may offer to
extend the term of this Agreement on a week-to-week basis following the expiration
of the term for as long as FRANCEISOR deems necessary Or appropriate so that
FRANCHISOR may lawfully offer FRANCHISEE FRANCHISOR's then-current form of
Franchise Agreement.

2.3. Grant of Successor Franchise. FRANCHISOR shall provide FRANCHISEE with
written notice thirty (30) days prior to the scheduled expiration date of the term
of this Agreement advising FRANCHISEE that FRANCHISOR will either grant FRANCHISEE
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a successor franchise, or will not grant FRANCHISEE a successor franchise based
upon FRANCHISOR's determination that FRANCHISEE has not had a history of
compliance with the terms and conditions of this Agreement, and/or the
Cconfidential Operating Manual, and/or other directives from FRANCHISOR and/or any
other agreement between FRANCHISOR or its affiliates, and FRANCHISEE during the
term of this Agreement.

2.4 Continued Compliance. FRANCHISEE's right to acquire a successor
franchise shall be subject to FRANCHISEE’s continued compliance with the terms and
conditions of this Agreement until the effective date of the successor franchise
as well as FRANCHISEE's compliance with the conditions set forth in Paragraph 2,2
of this Agreement.

2.5. Termination at End of Term. If FRANCHISOR does not grant
FRANCHISEE a successor franchise, this Agreement shall terminate at the end of the
term of this Agreement.

3. . DUTIES OF FRANCHISOR

3.1 Supervision and Assistance. FRANCHISOR shall provide such initial and
continuing assistance to FRANCHISEE as FRANCHISOR deems advisable.

3.2 Initial Training Program. FRANCHISOR shall offer an initial training
program to FRANCHISEE. as provided in FRANCHISOR’s current Initial Training
Agreement.

3.3 Licenses and Permits. FRANCHISOR shall assist FRANCHISEE in securing
the various licenses and permits FRANCHISEE must have to operate the Main Sushi
Bar.

3.4 Cconfidential Operations Manual; Ownership of Manuals; Confidentiality.
In order to protect the reputation and goodwill of FRANCHISOR, to maintain uniform
standards of the products, services, and operations offered and sold under the
Proprietary Marks, and to promote the goodwill of all ACE Sushi Bars and the
System, FRANCHISOR has created the Confidential Operations Manual which contains
mandatory and suggested specifications, standards, operating procedures and rules
prescribed by FRANCHISOR for ACE Sushi Bars from time to time. FRANCHISOR shall
loan one copy of the Confidential Operations Manual to FRANCHISEE during the term
of this Agreement. FRANCHISOR may, from time to time in its sole discretion,
revise the Confidential Operations Manual to incorporate System changes.
FRANCHISEE shall promptly implement any System change upon receipt of notice
thereof from FRANCHISOR, and shall complete their implementation within such time
as FRANCHISOR may reasonably specify.

3.5 - Inspection and Evaluation. FRANCHISOR shall W conduct, when and as
frequently as FRANCHISOR deems advisable, inspections of the Main Sushi Bar and
evaluations of the Main Sushi Bar's management and operations, in order to assist
FRANCHISEE and to maintain the System's standards of quality, appearance, and
service. :

3.6 Supplies and Suppliers. FRANCHISOR shall provide FRANCHISEE with a
list of its approved and designated suppliers and distributors necessary for the
operation of the Main Sushi Bar following the parties' execution of this Agreement
and shall further provide FRANCHISEE with updated lists of such suppllers and
distributors periodically during the term of this Agreement.

3.7 Consultation ‘and Advisory Services. FRANCHISOR may periodically
consult with FRANCHISEE from time to time concerning the operation of the Main
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Sushi Bar. FRANCHISOR shall at reasonable times, upon request and at no charge to
FRANCHISEE, furnish counseling and advisory services to FRANCHISEE with respect to
the planning, opening and operation of the Main Sushi Bar, including consultation
and advice regarding operating problems and procedures, new developments and
improvements in the System and the interpretation of policy as set forth in the
Confidential Operations Manual, as the same may from time to time be amended, and
other directives of FRANCHISOR. The advice to be rendered pursuant to this
Paragraph 3.7 shall be general advice designed to assist FRANCHISEE in the
operation of the Main Sushi Bar. FRANCHISEE acknowledges and agrees that
FRANCHISOR, by rendering such consultation and advisory services, does not thereby
guarantee the success or profitability of the Main Sushi Bar.

3.8 Availability of Proprietary Products. FRANCHISOR shall make all
Proprietary Products, all food products other than produce and certain items of
equipment and supplies such as employee uniforms, sushi containers, 1lids and
product labels and paper products which bear the Proprietary Marks available to
FRANCHISEE through AMG and/or independent distributors and shall use reasonable
efforts to fulfill or cause such dlstrlbutors to fulfill FRANCHISEE's orders for
Proprletary Products on a timely basis.

3.9 Liaison. FRANCHISOR shall act as a liaison between FRANCHISEE and the
Store Owner to coordinate advertising for the Main Sushi Bar and/or the Satellite
Stores in conjunction with the Store Owner's customary advertlslng programs and
policies.

3.10 Delegat1on of Obligations. FRANCHISEE acknowledges and agrees that
any duty or obligation imposed on FRANCHISOR by this Agreement may be performed by
any designee, employee, or agent of FRANCHISOR, as FRANCHISOR may direct.

3.11 Franchisor's Rights In Fulfilling Obligations. In fulfilling its
obligations to FRANCHISEE pursuant to this Agreement, and in conducting any
activities or exercising any rights pursuant to this Agreement or on behalf of the
System, FRANCHISOR {and its affiliates) shall have the right:

3.11.1 To take into account, as FRANCHISOR sees fit, the effect
on, and the interests of, other ACE Sushi Bars and Satellite Stores in which
FRANCHISOR has an interest and on FRANCHISOR's (and its affiliates')} .own
activities.

3.11.2 To share market and product research, and other
proprietary and non-proprietary business information, with other ACE Sushi Bars in
which FRANCHISOR has an interest, or with FRANCHISOR's affiliates.

3.12 Responsibility of Franchisee. Notwithstanding the provisions of this
Section 3, FRANCHISEE shall be and remain responsible for the operation of the
Main ' Sushi Bar at all times and shall hold FRANCHISOR, its affiliates and their
respective ‘directors, officers, employees and agents, harmless therefrom.
FRANCHISEE shall not look to FRANCHISOR for performance of regular operational
duties.

4. SUSHI SUPPLY AGREEMENT

1.1 Property of Franchisor. The Sushi Supply Agreement with the Store
Owner and the accounts represented by the Sushi Supply Agreement are, and shall be.
and remain, the exclusive.property of FRANCHISOR and its affiliates. FRANCHISOR
~and FRANCHISEE acknowledge and agree that all of the rights and duties of the
parties under this Agreement are expressly made subject to the terms and
conditions of the Sushi Supply Agreement.




