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ELEPHANT & CASTLE INTERNATIONAL, INC.
AREA DEVELOPMENT AGREEMENT

THIS AREA DEVELOPMENT AGREEMENT (this "Agreement”) is made, entered into and
effective this _ _ day of , by and between Elephant & Castle
International, Inc., a Texas corporation with its principal office at 1190 Hornby Street, 12th
Floor, Vancouver, British Columbia, Canada VBZ 2K5 (he;ema#ter—reﬁe#ed—te—aS—"Elephant &

Castie"), and

(hereinafterreferred-to-as-the “Area Developer”).
RECITALS

Elephant & Castle® Restaurant System. Elephant & Castle has developed over time at
significant cost and investment a distinctive restaurant system for- operating and franchising
restaurants under the name "Elephant & Castle®" which incorporate an Anglo/British style pub
restaurant and Tudor/Victorian decor, and which serve a wide variety of high-quality food and
beverage items featuring English-style dishes, including fish and chips, shepherds pie,
"pangers and mash," and Old Country soups and desserts (the "Restaurant System”). The
Restaurant System contains distinctive concepts including, without limitation, special
seasonings, recipes and menu items: unique cooking styles and methods; food line
management systems; distinctive building and interior design, decor and furnishings; specific
standards, specifications and procedures for operations; quality, consistency and uniformity
requirements for the foods, beverages, products and services offered to the public; methods,
procedures and requirements for operations, quality and inventory control, and training and
assistance; and advertising and promotional programs.

Elephant & Castle Marks. Elephant & Castle has widely and extensively publicized the name
"Elephant & Castle®" to the public as an organization of restaurant businesses operating under
the Restaurant System. Elephant & Castle has the right and authority to license the use of the
name "Elephant & Castle®," the Elephant & Castle® logo, and other trademarks, trade names,
service marks, logos, commercial symbols, phrases, slogans and tag lines which are now
owned or which will be developed by Elephant & Castle (hereinafierreferredto-as-the "Marks"}).
Elephant & Castle will continue to develop, use, and control the use of the Marks in order to
identify for the public the source of foods, products and services marketed under the
Restaurant System, and to represent to the public the high standards of quality, appearance,
cleanliness and service of the Restaurant System.

Development of Elephant & Castle® Restaurants. The Area Developer desires to enter into
Franchise Agreements with Elephant & Castle to develop, own and operate Elephant & Castle®
Restaurants (heremaﬂer—reie#ed—%e—a%—the "Elephant & Castle® Restaurants” or the
"Restaurants”) in the area set forth in Article 2 in conformity with the Restaurant System and
the uniformity requirements and quality standards established and promulgated from time to
time by Elephant & Castle. The Area Developer understands and acknowledges the
importance of the high standards of quality, appearance, cleanliness and service established by
Elephant & Castle, and the necessity of operating the Area Developer's Restaurants in strict
conformity with the standards and specifications established by Elephant & Castle.

Right to Use Marks and Restaurant System. Elephant & Castle is willing to provide the Area
Developer with the recipes, cooking and food preparation techniques, food line management
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systems, menu content and design, decor and color schemes, intellectual property, and other
operational, marketing, advertising, promotional and business information, experience and
mnow how" related to the Restaurant System. The Area Developer acknowledges that it would
take substantial capital and human resources to develop a restaurant business similar to an
Elephant & Castle® Restaurant and, consequently, the Area Developer desires to acquire the
right to use the Marks and the Restaurant System and to own and operate Elephant & Castle®
Restaurants pursuant to the terms and conditions set forth in this Agreement. The Area
Developer acknowledges that Elephant & Castle would not grant the Elephant & Castle®
Restaurant area franchise to the Area Developer or provide the Area Developer with the
business information and "know how” about the Restaurant System unless the Area Developer
agreed to comply with all of the terms and conditions of this Agreement and agreed to pay the
Development Fee, the Initial Fees, the Opening Assistance Fees, the Continuing Fees and all
other fees specified in this Agreement and the Franchise Agreements.

Review of Agreement. The Area Developer has had a full and adequate opportunity to read
and review this Agreement and to be thoroughly advised of the terms and conditions of this
Agreement by an attorney or other personal representative, and has had sufficient time to
evaluate and investigate the Restaurant System, the financial requirements and the risks
associated with the Restaurant System.

Pursuant to the above Recitals and in consideration of the mutual promises and covenants set
forth in this Agreement, Elephant & Castle and the Area Developer agree and contract as
follows:

ARTICLE 1
DEFINITIONS

For purposes of this Agreement, the following words will have the following definitions:

1.4 Dollars
*Doliars” will mean United States of America dollars.

12  Eniity -
“Entity” will mean a corporation imited liability company. pactnership, limited parinership or any
other tvpe of legal entity formed in compliance with applicable |aw, :

1.3 4=2FF&E
"EF&E" will include furniture, furnishings, décor, supplies, inventory, machinery, technology and
equipment.

1.4 4-3-Franchise Agreement

"Franchise Agreement” will mean the then-current standard Elephant & Castle® franchise
agreement.

1.5 4-4-Marks .

"Marks" will include the name "Elephant & Castle®,” the Elephant & Castle® logo and such
other trademarks, trade names, service marks, logos, commercial symbols, phrases, slogans,
and tag lines as Elephant & Castle has or may develop for use in connection with Elephant &
Castle® Restaurants.
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1.6 1.5-Month
“Month" will mean a calendar month.

1.7  46-Ownership Interest
*Ownership Interest®. will mean theshare{s}oi{g) capital stock if the Area Developer is a
corporation, a{b) membership interest if the Area Developer is a limited liability company, a(c)
partnership interest if the Area Developer is a general partnership, _{d) limited or general
partnership interestsinterest if the Area Developer is a limited partnership-and-will-neiude—ail-
_ i {e) proprietorship interest if the Area Developer is an
individual and the sole Owner of the Area Developer and (P every other type of ownership in
oper as defined by the applicable laws of the state in which the Qwner(s) of the
Area Developer formed the Entity thatis the Area Developer.

1.8 1.7 Owner
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ot Ownership-nterest"Owner” will mean any person or Entity that has an Ownership interest o,

1.9  48-Personal Guarantors
“Personal Guarantors” will mean the individuals who sign the Personal Guaranty attached to

this Agreement.

140 +9-Quarter
“Quarter” will mean three consecutive calendar months.

1.11 440-Restaurant System

"Restaurant System" will mean the distinctive foods, beverages, food products, and other
products and services which are associated with the trademarks, trade names, service marks,
copyrights, distinctive interior and exterior building designs, decor, furnishings, menus,
uniforms, slogans,-signs, logos, commercial symbols and color combinations of Elephant &
Castle. "Restaurant System" will include all of the quality, consistency and uniformity
requirements; the standards, specifications and procedures for product and services,
operations, cleaniiness, sanitation, control, training, advertising and promotion, service,
appearance; and, all instructions, procedures, methods and specifications promulgated by
Elephant & Castle.

112 4M-Transfer
"Transfer” will mean to sell (sale), assign (assignment), trade, transfer, pledge, bequeath
(bequest), lease, sublease or otherwise dispose of.

1.13 442 Travel Expenses
“Travel Expenses” will mean lodging, food, automobile rental, transportation costs and al! other
related travel expenses.

1.14 433-Terms Defined in Franchise Agreement
Capitalized terms used but not defined in this Agreement will, if defined in the Franchise
Agreement, have the meanings ascribed to such terms in the Franchise Agreement.
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ARTICLE 2
GRANT OF DEVELOPMENT RIGHTS; TERRITORY

21 Territory
Elephant & Castle hereby grants to the Area Developer, for the term of this Agreement, the

right to enter into Franchise Agreements with Elephant & Castle for the development and
operation of Elephant & Castle® Restaurants to be located within the "Territory” defined as the
geographical area described and delineated as follows:

The Territory may be further described in a map attached hereto as -Exhibit A and signed by.
both the Area Developer and Elephant & Castle.

22  Exclusivity
The rights and privileges granted to the Area Developer in this Agreement are expressly limited

to the Territory and are expressly subject to the terms and conditions of this Agreement. During
the term of this Agreement, Elephant & Castle will not grant to any other person or ertityEntify
the right to open or operate Elephant & Castle® Restaurants utilizing the Restaurant System or
the Marks within the Territory, and will not establish another franchised or company-owned
Elephant & Castle® Restaurant within the Territory. Notwithstanding the foregoing, Elephant &
Castle will have the absolute right to: (a) develop other restaurant business concepts under
other brand names even if the locations for the concepts are within the Territory; (b) develop
Elephant & Castle® Restaurants in the Territory if they are located at or within an airport
terminal, a stadium or arena or other venue for semi-professional or professional sports, or a
college or university campus; (c) market, distribute and sell, on a wholesale or retail basis,
clothing, goods, foods, products or any other items sold under any of the Marks, by direct sale,
mail order, infomercials, telemarketing, e-commerce or by any other marketing or distribution
method, even if such sales take place in, or are made to distributors, retailers or consumers
who are located in the Territory; and, (d) advertise, promote and participate in special
promotional activities which take place in the Territory including, without limitation, parades,
holiday celebrations, cooking, recipe or restaurant competitions, sporting events, and fund-
raising and charitable events, and sell any product or service, including any product or service
sold under any of the Marks, in connection with such participation.

2.3 Use of Marks

The Area Developer will have the right to use the Marks only in the Territory and only in
connection with the development of Elephant & Castle® Restaurants. The Area Developer will
only use the Marks designated by Elephant & Castle in writing and only in the manner
authorized and permitted by Elephant & Castle.

2.4 Conditions

The Area Developer hereby undertakes the obligation to develop Elephant & Castle®
Restaurants using the Restaurant System in the Territory in strict compliance with the terms
and conditions of this Agreement for the entire term of this Agreement. The rights and
privleges granted to the Area Developer by Elephant & Castle under this Agreement are
applicable only in the Territory, are personal in nature, and may not be used elsewhere, in any
other area or through any channel of distribution other than the Restaurant locations developed
by the Area Developer.
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25 Personal License

The Area Developer will not have the right to franchise, subfranchise, license or sublicense its
rights under this Agreement. The Area Developer will not have the right to Transfer this
Agreement or its rights under this Agreement, except as specifically provided forin this
Agreement. '

ARTICLE 3
TERM OF AGREEMENT

This Agreement will be in effect for a term ending years after the date set forth on
Page D-1 of this Agreement, or on the date the Area Developer has completed development of

Elephant & Castle® Restaurants in the Territory as required under the Development
Schedule set forth in Article 5.1, whichever is earlier. This Agreement will not be enforceable
untit it has been signed by both the Area Developer and Elephant & Castle, and until this
Agreement has been delivered to the Area Developer. At the end of the term of this
Agreement, the Area Developer's exclusive development rights with respect to the Territory will
automatically terminate, and the Area Developer will not have the right to renew or extend the
term of this Agreement. ‘

ARTICLE 4
FEES PAYABLE TO ELEPHANT & CASTLE

4.1 Development Fee

On the date this Agreement is executed by the Area Developer, the Area Developer will pay
Elephant & Castle a nonrefundable Development Fee of §
(the "Development Fee"). The Development Fee is payment to Elephant & Castle for granting
the Area Developer the exclusive rights, as set forth in this Agreement, to develop Elephant &
Castle® Restaurants in the Territory. In no event will the Development Fee be refunded to the
Area Developer.

4.2 |Initial Fees ‘

In addition to the Development Fee, the Area Developer will sign a Franchise Agreement and
pay Elephant & Castle an Initial Fee of $25,000 for each Elephant & Castle® Restaurant that
the Area Developer is required to open and operate in the Territory pursuant to the
Development Schedule set forth in Article 5.1 of this Agreement. The Area Developer will pay
Elephant & Castle the Initial Fee set forth in-this Article, even if the Initial Fee that is then
charged to franchisees by Elephant & Castle s different from the Initial Fee specified herein.

4.3 Payment of Initial Fees

The Area Developer will pay Elephant & Castle the Initial Fee set forth in Article 4.2 of this
Agreement on or before the date the Area Developer executes the Franchise Agreement for
each Restaurant required to be opened and operated in the Territory pursuant to this
Agreement. A Franchise Agreement must be executed by the Area Developer for each
Restaurant to be opened and operated by the Area Developer in the Territory on or before the
date on which construction or remodeling begins for each Restaurant.

4.4 = Continuing Fees

During the term of each Franchise Agreement signed by the Area Developer pursuant to this
Agreement, the Area Developer will pay Elephant & Castle monthly "Continuing Fees," as
defined in the Franchise Agreement, equat to 5% of each Restaurant's “Gross Sales,” as
defined in the Franchise Agreement. Commencing with the seventh calendar month after the
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