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® ®
AREA DEVELOPMENT AGREEMENT

1. PARTIES

THIS AREA DEVELOPMENT AGREEMENT ( the "Agreement") is made on
[date], (the "Effective Date") between Farmer Boys Food, Inc.
("Farmer Boys", "we" or "us "), and
A [developer's legal name] ("you"),
with reference to the following facts:

2. RECITALS

A. We are the owner of certain intellectual property rights, including our Trade
Name and Mark, "FARMER BOYS®.” We have spent a considerable amount of time, effort,
and money to devise, and continues to develop, business methods, technical knowiedge,
and marketing concepts including, but not limited to, site selection criteria, trade secrets,
commercial ideas, advertising materials, marketing strategies, information on sources of
supply, administrative procedures, business forms, distinctive signs, trade dress,
architectural design and uniforms, and employee training techniques, that, taken together,
comprise a proprietary System for the operation of FARMER BOYS® Restaurants.

B. We would like to expand and develop the System, and seeks experienced and
efficient mulitiple-unit franchisees who will develop and operate Restaurants for the System
within designated areas.

C. You would like to build and operate FARMER BOYS® Restaurants and we
would like to grant to you the right to build and operate Restaurants in accordance with the
terms and on the conditions contained in this Agreement.

THEREFORE, IT IS AGREED:

3. DEFINITIONS

For purposes of this Franchise Agreement, when any of the following words and
phrases begin with a capital letter, their meaning is defined in this Article 3:

3.1. Agreement

"The Agreement” or "this Agreement” means "this Area Development Agreement.”

-
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3.2. Approved Location

"Approved Location" means "a location that Farmer Boys has approved in writing
as a site at which you may operate a FARMER BOYS® Restaurant.”

3.3. Development Area

"Development Area" means "the geographic area more fully described in
Attachment 1 to this Agreement.”

3.4. Development Fee

"Development Fee" means "the sum of Twelve Thousand Five Hundred Dollars
($12,500) multiplied by the number of Restaurants required to be opened during the Term
in accordance with the Development Schedule.”

3.5. Development Periods

"Development Periods” means "the time periods specified in Attachment 2 to this
Agreement."

3.6. Disclosure Periods

"Disclosure Periods" means "any applicable waiting periods prescribed by law
between (a) provision of legal documents by us to you; and (b) your signing of a franchise
agreement or payment for a franchise."

3.7. FARMER BOYS® Restaurant

"FARMER BOYS® Restaurant” means "an enterprise that we have authorized
you to conduct under the Trade Name, Marks, and System at an Approved Location under
a franchise agreement.”

3.8. Franchise Network

"Franchise Network” means "the interdependent network composed of Farmer
Boys, all FARMER BOYS® franchisees, Farmer Boys' Related Parties, and any other
people or business entities that we have licensed to use the Trade Name, Marks, System
or any of them."

3.9. Farmer Boys

"Farmer Boys" means "Farmer Boys Food, Inc. or any person or entity to which
we allocate all or part of our rights and obligations under this Agreement."

3.10. Marks

"Marks" means "selected marks licensed by us to you under this Agreement,
including the principal mark, "FARMER BOYS®."

2-
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3.11. Development Schedule

"Development Schedule” means "the cumulative number of Restaurants stated
in Attachment 2 to this Agreement within each of the Development Periods specified in
Attachment 2."

3.12. Offering Circular

"Offering Circular” means "Our current Uniform Franchise Offering Circular at the
point in time referenced."

3.13. Related Party

"Related Party" or "Related Parties" means "people and companies associated
with you or us, as the context indicates, including, but not limited to, owners, general
partners, limited partners owning an interest in you or us, shareholders owning an interest
in you or us, members owning an interest in you or us, partnerships, limited liability
companies, or corporations in which you or we have an interest, partnerships, limited
liability companies, or corporations in which any person or entity owning an interest in you
also has an interest, your officers, directors, employees, or agents, or officers, directors,
employees, managing members, or our agents."

3.14. System

"System" means "the business methods, technical knowledge, and marketing
concepts licensed by us to a franchisee under this Agreement, including, but not limited to,
the right to use our operational processes, trade secrets, commercial ideas, advertising
materials, marketing strategies, information on sources of supply, administrative
procedures, business forms, distinctive signs, trade dress, architectural design and
uniforms, and employee training techniques that, taken together, comprise a proprietary
System for the operation of FARMER BOYS® Restaurants.”

3.15. Trade Name
"Trade Name" means "the commercial name 'FARMER BOYS®."

4. GRANT OF AREA DEVELOPMENT FRANCHISE

4.1. Grant of Franchise

We grant to you and you accept the exclusive right, during the term of this
Agreement, to enter into franchise agreements to develop Restaurants in the Development
Area on the terms and subject to the conditions stated below.

4.2. Development Schedule

You agree to construct, equip, open, and thereafter continue to operate within the
Development Area not less than the cumulative number of Restaurants stated in
Attachment 2 to this Agreement within each of the Development Periods specified in

-3-
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Attachment 2. If you cannot meet the Development Schedule solely as the result of an act
of God, such as a strike, material shortage, fire, flood, or earthquake, or by force of law
(including any legal disability of Farmer Boys to deliver an Offering Circular) which results
in your inability to construct or operate Restaurants in the Territory and which you could not
have avoided by the exercise of due diligence, the Development Periods will be extended
by the amount of time during which the circumstances causing delay exist;

4.3. Right to Exceed Development Schedule

During the Term, you may, subject to the terms and conditions of this Agreement
and the Franchise Agreements, construct, equip, open, and operate more Restaurants in
the Development Area than required by the Development Schedule; and

4.4. Exclusive Right to Development Area

During the term of this Agreement, we may not operate or grant a franchise to any
other person to operate a Restaurant or Restaurants within the Development Area.

4.5. Term and Renewal
4.51. Term

The term of this Agreement ("the Term") will begin on the Effective Date and,
unless extended or soconer terminated in accordance with the provisions of this Agreement,
will continue until the date on which the Development Schedule is to be completed; and

4.5.2. Renewal
You have no right to renew this agreement.

4.6. Limited Additional Development Right

Within (6) six months before the expiration of the Term, if we determine that
further development of the Development Area is desirable, we will notify you in writing of
our decision to develop additional Restaurants in the Development Area and a plan for
development over a five-year term. Subject to the conditions described below, you have
a right to undertake any additional development that we have stated in our notice to you.
Your right of additional development may be exercised only in accordance with the
following section. If you do not exercise the right of additional development, we or any
franchisee franchised by us may construct, equip, open, and operate additional
Restaurants in the Development Area.

4.7. Exercise of Right of Additional Development

At the time we deliver to you our written notice of our determination to undertake
additional development in the Development Area, we will also deliver to you a copy of our
Offering Circular and two copies of the then-current area development agreement. The new
area development agreement, which may vary substantially from this Agreement, will reflect
your new development obligation consistent with our plan for additional development stated
in our notice to you. Within thirty (30) days after your receipt of the Offering Circular and

-4-
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the new area development agreement, but no sooner than immediately after any Disclosure
Periods have passed, you must sign two copies of the Area Development Agreement
described in the Offering Circular and return them to us. If you have so signed and returned
the copies and have satisfied the conditions stated in the following section, we will sign the
copies and return one fully signed copy to you.

4.8. Conditions to Exercise of Right of Additional Development

Your right to additional development described above will be subject to your
fulfillment in advance of the following conditions:

(a) You must have fully performed all of your obligations under this Agreement and
all other agreements between us and you.

(b) You must have demonstrated to us your financial capacity to perform the
additional development obligations stated in the new area development
agreement. In determining if you are financially capable, we will apply the same
criteria to you as it applies to new prospective area developers at that time.

{c) At expiration of the Term, you continue to operate in the Development Area not
less than the aggregate number of Restaurants required by the Development
Schedule stated in Attachment 2.

5. PAYMENTS

You will pay us in cash or another form of payment acceptable to us concurrently
with the signing of this Agreement a Development Fee in the sum of twelve thousand five
hundred dollars ($12,500) multiplied by the number of Restaurants required to be opened
during the Term in accordance with the Development Schedule. The Development Fee will
be nonrefundable, but will be credited against your initial franchise fee, as described in
each franchise agreement, at the rate of twelve thousand five hundred dollars ($12,500)
for each Restaurant opened under this Agreement, the total amount of the credits not to
exceed the Development Fee.

6. SIGNING OF INDIVIDUAL FRANCHISE AGREEMENTS

6.1. Site Approval and Signing of Franchise Agreement

After you have located a site for construction of a Restaurant, you will submit to
us any information regarding the proposed site that we request, in the form that we from
time to time require, together with the terms of any proposed lease or purchase agreement
relating to the site. You must retain proof of delivery of your submission to us. We may
seek such additional information as we consider necessary within thirty (30) days of
submission of the prospective site approval request, and you must respond promptly to the
request for additional information. If we do not approve the site in writing within thirty (30)
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days, or within thirty (30) days after receipt of the additional information, whichever is later,
the site will be considered disapproved. We may not unreasonably reject a proposed site.

Promptly after approval of any site, we will transmit to you an Offering Circular
and two signature copies of the then-current franchise agreement. Immediately upon
receipt of the Offering Circular, you must return to us a signed copy of the Acknowledgment
of Receipt of the Offering Circular. After the passage of any applicable Disclosure Period,
you may sign and deliver to us two copies of the franchise agreement and the Initial Fee
required under the franchise agreement, less any applicable credit. We will, promptly upon
receipt of the documents and Fee, sign and return to you one copy of the franchise
agreement. You will then secure the site by purchase or lease and return one copy of the
signed lease or, if purchased, the deed evidencing your right to occupy the approved site.
You will then begin construction and operation of the Restaurant under the terms of the
franchise agreement.

In spite of the foregoing, if we are not legally able to deliver an Offering Circular
to you by reason of any lapse or expiration of its franchise registration, or because we are
in the process of amending the registration, or for any reason beyond our reasonable
control, we may delay approval of the site for your proposed Restaurant until such time as
we are legally able to deliver an Offering Circular.

6.2. Condition To Franchisor's Obligations

Our obligations under the preceding section are applicable only if you have
performed fully your obligations under every agreement between you and us or our Related
Parties.

7. ASSIGNMENT AND SUBFRANCHISING

7.1. Assignment by Franchisor

We have the right to assign this Agreement or any of our rights and privileges
under this Agreement to any other person or entity without your consent. However, if the
assignment requires the assignee to perform our functions, the assignee must expressly
assume these obligations in writing.

7.2. No Subfranchising

During the term of this Agreement and any extension or renewal of it, you may
not offer, sell, or negotiate the sale of individual FARMER BOYS® Restaurants developed
under this Agreement to any third party, either in your own name or in the name and on our
behalf, or otherwise subfranchise, share, divide or partition the Development Area or the
rights conveyed by this Agreement. Nothing in this Agreement will be construed as granting
you the right to do so.#

-B-
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7.3. Assignment by You
7.3.1. Reasons for Restrictions

This Agreement has been entered into by us in reliance on and in return for the
singular personal skill, qualifications, trust, and confidence it has in you, or, in the case of
a corporate or partnership franchisee, its principal officers or general partners who will
actively and substantially participate in the ownership and operation of the FARMER
BOYS® Restaurant. Therefore, neither your interest in this Agreement nor any of its rights
or privileges may be assigned or transferred, voluntarily or involuntarily, in whole or in part,
by operation of law or otherwise, in any manner without our prior written consent and
subject to our right of first refusal as described below. In spite of anything in this Agreement
to the contrary, if of your death or legal incapacity, or, if you are a corporation, a
stockholder owning ten percent (10%) or more of your capital stock or voting power, or if
you are a general or limited partnership, a general or limited partner owning a ten percent
(10%) or greater interest in the voting power, property, profits, or losses of the partnership,
the transfer of your interest in this Agreement or the stockholder's or partner's stock or
partnership, to his or her heirs, personal representatives or conservators, as applicable,
requires our written consent, but will not give rise to our right of first refusal under this
Agreement, although the right will apply to any proposed transfer or assignment by your
heirs, personal representatives or conservators to a third party.

7.3.2. Conditions to Consent

Should we not elect to exercise our right of first refusal or should the right of first
refusal be inapplicable, our consent to the assignment (but not to the partition, sharing or
dividing of rights under this Agreement) may not be unreasonably withheld. However, we
may impose any reasonable conditions to the granting of our consent. Without limiting the
generality of the foregoing, the imposition of any or all of the following conditions to our
consent to any assignment will be considered to be reasonable:

(a) The assignee {or the principal officers, shareholders, directors, or general
partners of the assignee in the case of a corporate or partnership assignee)
demonstrates that it has the skills, qualifications, and economic resources
necessary, in our judgment, reasonably exercised, to own and operate the
Restaurants contemplated by this Agreement, and by all other agreements
between us and the assignee, and ali agreements proposed to be assigned to the

assignee;

(b) The assignee expressly assumes in writing for our benefit all your rights and
obligations under this Agreement and all franchise agreements signed under this
Agreement;

(¢} The assignee has completed our training program to our reasonable satisfaction;
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