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ELEPHANT & CASTLE® RESTAURANT

FRANCHISE AGREEMENT
Franchisee Franchised Location
Name | Street
Street City, State, Zip Code
City, State, Zip Code Telephone
Telephone Fax
Fax : E-Mail Address
E-Mail Address Franéhised Restaurant No.
, 200

Date of Franchise Agreement
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ELEPHANT & CASTLE INTERNATIONAL, INC.

FRANCHISE AGREEMENT INDEX

ARTICLE 1 DEFINITIONS
1.1 Designated Market Area

R

]
©Q

(1]

1.2 Dollars

1.3 Entity
1.4 FF&E

14415 Franchise

4516 General Manager.

4617 Gross Sales
4-71.8 Management Team

1-81.8 Marks

1+ 8-Meonth

1.10 Month

1.11 Ownership Interest

1+ Owner

1:12 Qwner

1,13 Personal Guarantors

4143114 Quarter.
444115 Restaurant System

4454.16 Transfer.

448117 Travel Expenses

ARTICLE 2 GRANT OF FRANCHISE
2.1 Franchised Location

2.2 Exclusive Area

2.3 Undetermined Franchised Location

2.4 Lease or Purchase of Franchised Location

2.5 Relocation

2.6 Conditions

2.7 Personal License

ARTICLE 3 TERM OF AGREEMENT
3.1 Term

3.2 Term of Lease

3.3 Reacquisition Option

3.4 Terms of Option

ARTICLE 4 INITIAL FEE; APPROVAL OF FRANCHISEE
4.1 Initial Fee

4.2 Termination of Franchise

4.3 Payment of Costs

ARTICLE 5 CONTINUING FEE
5.1 Amount of Continuing Fee; Date Payable

5.2 Interest on Unpaid Continuing Fees

5.3 Reports

5.4 Franchisee's Obligation to Pay
5.5 Pre-Authorized Bank Debits

ARTICLE 6 LOCAL ADVERTISING
8.1 Local Advertising Expendifures
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6.2 Reports of Local Advertising Expenditures

6.3 Telephone Directory Listings

6.4 Grand Opening Advertising

ARTICLE 7 FINANCIAL STATEMENTS

7.1 Monthly Financials and Annual Financial Statements

7.2 Due Date; Verification of Monthly Financials and Financial Statements____________.

7.3 Substantiation of Monthly Financials and Financial Statements

10
10

10
10

10

10

7.4 Sales and Income Tax Returns

7.5 Audit Rights
7.6 Payment of Audit Costs

7.7 Refusal to Submit Records or Permit Audit

ARTICLE 8 QUALITY CONTROL, UNIFORMITY AND STANDARDS

8.1 Quality and Service Standards

11
11
11
11

12
12

8.2 |dentification of Restaurant

8.3 Compliance with Standards
8.4 Alterations to Restaurant

8.5 Prohibited Sales

8.6 Other Business

12
12
12
12
13

8.7 Franchisee's Name
8.8 Operation of Elephant & Castle® Restaurant

13
13

8.9 Business Hours

13

8.10 Personnel

13

8.11 Standards of Service

8.12 Alcoholic Beverages

13
13

8.13 Vending Machines and Entertainment Devices

14

14

8.14 Gambling Machines; Tickets
8.15 Standard Attire or Uniforms

14

8.16 Credit Cards

14

8.17 Gift Certificates and Coupons

14

8.18 Music and Music Selection

14

8.19 Approved Advertising

14

8.20 Compiiance with Applicable Law

15

8.21 Payment of Taxes

15

8.22 "Franchise" and Other Taxes

8.23 Payments to Creditors

8.24 Security Interest in Franchise Agreement.

15
15
15

8.25 Inspection Rights

8.26 Default Notices and Significant Correspondence

ARTICLE 9 PRODUCTS AND SERVICES

9.1 Limitations on Products and Services

15
16

16
16

9.2 Limitation on Sales

16

9.3 Approved Suppliers and Distributors

9.4 Designated Suppliers

17
17
17

9.5 Use of Rebates from Suppliers
9.6 Limitation on Branding, Development and Sale of Products

9.7 Independent Shopping Services

18
18

ARTICLE 10 STANDARD OPERATIONS MANUAL

10.1 Compliance with Manual

18
18

10.2 Revisions to Manual
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10.3 Confidentiality of Manual

19

ARTICLE 11 BUSINESS PREMISES
11.1 Site Location

11.2 Site Location Criteria

11.6 Maintenance

ARTICLE 12 SIGNS
12.1 Approved Signs

12.3 Modifications; Inspection

13.3 Computer Hardware

13.4 Software

13.8 Internet Provider

- 13.7 E-Mail Address

13.8 Internet Website

ARTICLE 14 INSURANCE -

14.2 Liguor Liability Insurance

14.4 Property Insurance

14.6 Building Insurance
14.7 Umbrella Liability

14.10 Defense of Claims

15.1 Right to License Marks

15.6 Tender of Defense

16.1 Training
16.2 Changes in Personnel
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10.4 Confidentiality of Other Information 19
19

19

20

11.3 Construction and Remedeling Costs 20
11.4 Compliance with Specifications 20
11.5 Inspection During Construction or Renovation 20
21

11.7 Remodeling of Business Premises 21
21

21

12.2 Payment of Costs and Expenses 21
22

ARTICLE 13 TELECOMMUNICATION AND COMPUTER EQUIPMENT 22
13.1 Telecommunication Equipment 22
13.2 Satellite and Cable Television 22
22

22

13.5 Access to Computer Data 23
23

23

23

14.1 General Liability Insurance 23
24

14.3 Automobiie Liability Insurance 24
24

14.5 Business Interruption Insurance 24
24

24

-14.8 Insurance Required by Law 24
14.9 Insurance Companies; Evidence of Coverage 25
25

14.11 Rights of Elephant & Castle 25
ARTICLE 15 LICENSING OF MARKS AND RESTAURANT SYSTEM 25
25

15.2 Conditions to License of Marks 25
15.3 Franchisee's Use of Marks 26
15.4 Adverse Claims to Marks 26
15.5 Defense or Enforcement of Rights to Marks 26
26

15.7 Franchisee's Right to Participate in Litigation 27
ARTICLE 16 TRAINING PROGRAM; OPENING ASSISTANCE 27
27

27

16.3 Initial Training of New Personnel 28
16.4 Payment of Salaries and Expenses 28
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16.5 Opening Assistance

28

16.6 Opening Date; Rescheduling Fee 28
16.7 Advisory Assistance 29
16.8 Hiring and Training of Employees by Franchisee 29
ARTICLE 17 TRANSFER 29
17.1 Transfer by Elephant & Castle 29
17.2 Transfer by Franchisee to Owned or Controlled Entity 29
17.3 Transfer by Individual Franchisee in Event of Death or Permanent Disability..........30
17.4 Sale of Ownership Interests to Public 30
17.5 Elephant & Castle's Warrant 30
17.6 Transfer by Franchisee. 31
17.7 Acknowledgment of Restrictions 31
17.8 Transfer Fee 32
17.9 Transfer to Competitor Prohibited 32
ARTICLE 18 TERMINATION RIGHTS OF ELEPHANT & CASTLE 32
18.1 Conditions of Breach 32
~18.2 Notice of Breach 33
18.3 Arbitration 33
18.4 Notice of Termination 34
18.5 Immediate Termination Rights of Elephant & Castle 34
18.6 Notice of Immediate Termination 34
18.7 Other Remedies 34
ARTICLE 19 FRANCHISEE'S TERMINATION RIGHTS 35
19.1 Conditions of Breach 35
19.2 Notice of Breach 35
19.3 Arbitration
-19.4 Waiver. 36
19.5 Injunctive Relief 36
ARTICLE 20 FRANCHISEE'S OBLIGATIONS UPON TERMINATION 36
20.1 Termination of Use of Marks; Other Obiigations 36
20.2 Alteration of Franchised Location 37
20.3 Canceliation of Telephone Directory Listings 37
20.4 Continuation of Obligations 37
ARTICLE 21 FRANCHISEE'S COVENANTS NOT TO COMPETE 38
21.1 Consideration 38
21.2 In-Term Covenant Not tc Compete 38
21.3 Post-Term Covenant Not to Compete 38
21.4 injunctive Relief.... 38
21.5 Severability 39
ARTICLE 22 INDEPENDENT CONTRACTORS; INDEMNIFICATION 39
22.1 Independent Contractors 39
22 2 indemnification 39
22.3 Payment of Costs and Expenses 40
22.4 Continuation of Obligations 40
ARTICLE 23 ARBITRATION 40
23.1 Mediation 40
23.2 Disputes Subject to Arbitration 40
23.3 Notice of Dispute 40
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23.4 Demand for Arbitration 41

23.5 Venue and Jurisdiction 41

23.6 Powers of Arbitrator(s) 41

23.7 Disputes Not Subject to Arbitration 41

23.8 No Collateral Estoppel or Class Actions ' 42

23.9 De Novo Hearing on Merits 42

23.10 Confidentiality 42

23.11 Performance During Arbitration of Disputes J43
ARTICLE 24 ENFORCEMENT 43
24.1 Injunctive Relief 43

24 2 Severability 43

24.3 Waiver 43

24 .4 Payments to Elephant & Castle 44

24 .5 Effect of Wrongful Termination.. a4

24.6 Cumulative Rights 44

24.7 Binding Agreement 44

24.8 Joint and Several Liability 44

24 .9 No Oral Modification ' 44

24 .10 Entire Agreement ‘ a4

24 .11 Headings; Terms 45

- 24 .12 Venue and Jurisdiction 45

. 24 13 Federal Arbitration Act 45

24 .14 Contractual Statute of Limitations 45
ARTICLE 25 NOTICES 45
. ARTICLE 26 DISCLAIMER; ACKNOWLEDGMENTS 46
26.1 Disclaimer. ' 46

26.2 Acknowledgments by Franchisee 46

26.3 Other Franchisees 46
26.4 Receipt of Agreement and Uniform Franchise Offering Circular. 46
ARTICLE 27 FRANCHISEE'S LEGAL COUNSEL 47
ARTICLE 28 GOVERNING LAW; STATE MODIFICATIONS - 47
28.1 Governing Law; Severability 47

28.2 Applicable State Laws 47

28.3 State Law Modifications. 48

28.4 Severability 51
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The following information will have to be completed by Elephant & Castle and the Franchisee

Article

N/A
N/A
N/A

2.1
27

N/A

N/A
N/A

N/A

N/A

prior to the time that this Agreement is signed by the parties:

Page

F-1
F-1
F-1

F-4
F-47

Information Required

Date of Agreement
Name of Franchisee

Business Structure of
Franchisee

Franchised Location

' Name, address and

telephone number of
Franchisee's attorney or
advisor

Signature of Eléphant &
Castle

Signature(s) of Franchisee

Signature(s) of Owners and
ercentage of Ownership
nterest (if applicable)

Signature(s) of Personal
Guarantors and percentage
of Ownership Interest (if
applicabie)

Completion of Authorization

to Honor Electronic Transfer
of Fund

Completed

Person Completing
Information
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ELEPHANT & CASTLE INTERNATIONAL, INC.
FRANCHISE AGREEMENT

THIS FRANCHISE AGREEMENT (this "Agreement") is made, entered into andr effective this

day day of , by and between Elephant & Castle International, tnc., a
Texas corporation, with its pnncupal offices at 1190 Hornby Street, 12th Floor, Vancouver
British Columbia, Canada V6Z 2K5 (hefemaﬁer—Fefe#eéJee-as-"Elephant & Castle™), and .
a(n) (hereinafterreferred-to-as-the "Franchisee");

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,
"bangers and mash,” and Old Country soups and desserts (the "Restaurant System"”). The
Restaurant Sysiem 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 requiréments for operations, quality and inventory control, and training and
assistance; and advertising and promotional programs.

Elephant & Castle® Marks. Eiephant & Castle has widely and extensively publicized the
name "Elephant & Castie®" 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 Eiephant & 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 (hereinafier—referred-to—as~the
"Marks"). Elephant & Castle will continue to develop, use, and contro! the use of the Marks in
order to identify for the pubiic 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.
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Operation of Elephant & Castle® Restaurant. The Franchisee desires to develop, own and
operate an Elephant & Castie® restaurant (hereirafterreferreddo-as-the "Elephant & Castle®
Restaurant” or the "Restaurant") at the location set forth in Article 2 in compliance with the
Restaurant System and with all of the quality, consistency and uniformity standards and
specifications as established and promulgated from time to time by Elephant & Castle. The
Franchisee understands and acknowledges the importance of the high standards of quality;
appearance, cleaniiness and service established by Elephant & Castle, and the necessity of
operating the Franchisee's Restaurant in strict conformity with the standards and specifications
established by Eiephant & Castle.

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

Review of Agreement. The Franchisee has had a full and adequate opportunity to read and
review this Agreement and to be thoroughiy 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 Franchisee agree and contract as foilows:
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