CA#

REDLINED

INFORMATION FOR PROSPECTIVE FRANCHISEES
REQUIRED BY THE FEDERAL TRADE COMMISSION

TO PROTECT YOU, WE'VE REQUIRED YOUR FRANCHISOR TO GIVE YOU
THIS INFORMATION. WE HAVEN'T CHECKED IT, AND DON'T KNOW IF IT'S
CORRECT. IT SHOULD HELP YOU MAKE UP YOUR MIND. STUDY IT CAREFULLY.
BUYING A FRANCHISE IS A COMPLICATED INVESTMENT. TAKE YOUR TIME TO
DECIDE. IF POSSIBLE, SHOW YOUR CONTRACT AND THIS INFORMATION TO AN
ADVISOR, LIKE A LAWYER OR AN ACCOUNTANT. IF YOU FIND ANYTHING YOU
THINK MAY BE WRONG OR ANYTHING IMPORTANT THAT'S LEFT OUT, YOU
SHOULD LET US KNOW ABOUT IT. IT MAY BE AGAINST THE LAW.

THERE MAY ALSO BE LAWS ON FRANCHISING IN YOUR STATE. ASK YOUR
STATE AGENCIES ABOUT THEM.

FEDERAL TRADE COMMISSION
WASHINGTON, D.C. 20580

Franchisor:

Farmer Boys Food, Inc.

3452 University Avenue
Riverside, CA 92501

Telephone: (951) 275-9900

Fax: (951) 275-9930

URL: http://www .farmerboys.com

Offering Circular Dated:
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FRANCHISE OFFERING CIRCULAR

FARMER BOYS FOOD, INC. -
A California corporation
3452 University Avenue
Riverside, CA 92501
Telephone: {951) 275-9900
Fax: (951) 275-9930
URL: http://www.farmerboys.com

The franchisee will operate a fast casual restaurant.

The initial franchise fee is $45,000. The estimated initial investment is between

$439,568 and $661,195.

Information about comparisons of franchisors is available. Call the State
Administrators listed in Exhibit A-1 or your public library for sources of information.

Registration of this franchise with the State does not mean that the State
recommends it or has verified the information in this offering circular. if you learn that
anything in this offering circular is untrue, contact the Federal Trade Commission and the
State Administrator for this State listed in Exhibit A-1.

EFFECTIVE DATE:

@PFDesktop\:ODMA/WORLDOX/W/WDOX/CLIENTS/FBF/001/00002294 WPD
April 24, 2006



ITEM

ITEM 1.

ITEM 2.

ITEM 3.

ITEM 4.

ITEM 5.

ITEM 6.

ITEM 7.

ITEM 8.

ITEM 9,

ITEM 10. FINANCING
ITEM 11. FRANCHISOR'S OBLIGATIONS
ITEM 12, TERRITORY
ITEM 13. TRADEMARKS . . ...

ITEM 14. PATENTS, COPYRIGHTS, AND PROPRIETARY INFORMATION . ..........

TABLE OF CONTENTS

THE FRANCHISOR, OUR PREDECESSOR AND AFFILIATES ..............
BUSINESS EXPERIENCE . ... ... i i s
LITIGATION . . e e e e
BANKRUPT Y ... e e e
INITIAL FRANCHISE FEES . ... ... . e
OTHER FEES . .. .. e e e e e e
INITIAL INVESTMENT . ... e e
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES ...........

FRANCHISEE'S OBLIGATIONS . ... .. .. . i

ITEM 15. OBLIGATION TO PARTICIPATE IN THE ACTUAL OPERATION OF

ITEM 16. RESTRICTIONS ONWHAT YOUMAY SELL ...... ... . ... .. ... . ... ...

ITEM 17.

ITEM18. PUBLIC FIGURES ... ... e

ITEM 19. EARNINGS CLAIMS . . ... ... e

ITEM20. LISTOF RESTAURANTS . . ... e

ITEM 21. FINANCIAL STATEMENTS ... ... e e

THE AFRANCHISED BUSINESS . . ... ... ..

@PFDesktop\:: OOMA/WORLDOX/W.AWDOX/CLIENTS/FBF/012/00013518.WPD
April 24, 2006

RENEWAL, TERMINATION, TRANSFER, AND DISPUTE RESOLUTION



ITEM 22, CONTRACT S .. o e e e e e e e

ITEM 23, RECEIPT . e e e e e e e

ADDENDUM: SPECIFIC STATE DISCLOSURES

EXHIBITS:

A-1: State Administrators

A-2: Agents for Service of Process

B: Financial Statements

C-1: Deposit Agreement
Attachments:
1: Lease "Provisions
2-A Sublease Agreement
2-B: Restaurant Lease

C-2: Franchise Agreement

~Attachments:
1: Approved Location
2 Authorization Agreement for Prearranged Payments
3 Nondisclosure and Noncompetition Agreement
4 Assignment of Telephone Numbers
5: Personal Guaranty

C-3 Area Development Agreement

*Attachments:
1: Development Area
2: Development Schedule
D-1: Roster of Restaurants
D-2: Company-Related Restaurants
D-3: Roster of Former Franchisees and Transferred Franchis®es
E-1: Your Copy of Receipt
E-2: Our Receipt

@PFDesktop\:: ODMA/WORLDOXW:WDOX/CLIENTS/FBF/012/00013518.WPD
April 24, 2006



Terms that are defined in the franchise agreement or
other attached agreements begin with capital letters in
this offering circular, except for the words "we," "us"
and "you," which begin with a capital letter or a lower-

case letter depending on their positions in the




FARMER BOYS®
OFFERING CIRCULAR

ITEM 1. THE FRANCHISOR, OUR PREDECESSOR AND AFFILIATES

The purpose of this offering circular is to familiarize you with important legal and
business aspects of Farmer Boys Food, Inc., a franchisor, and of the franchise we offer.
To simplify the language, we will refer to Farmer Boys Food, Inc. as "Farmer Boys," "we"
or "us" and the person or company that is granted a franchise by Farmer Boys as "you."
The word "you" does not include your owners, who will be described as "Related Parties."
"Affiliate" means a company controlled by, controlling, or under common control with us.
The word "Predecessor” means a company from which we, within the past ten years,
acquired, directly or indirectly, the major portion of our assets.

We were incorporated in California on March 11, 1997. We do not do business
under any other name. We have no Predecessors. Our Affiliate, Andrew's Sons, Inc.
("Andrew's Sons"), was incorporated in California on August 26, 1981. A second Affiliate,
Havadjia Holdings, Inc. ("Havadjia Holdings"), was formed on October 8, 1985.

Our principal business office is at 3452 University Avenue, Riverside, CA 92501.
Both Andrew's Sons and Havadjia Holdings are located at 1380 Etiwanda Avenue, Ontario,
CA 91761. The name and address of our agent for service of process in this state are
stated in Exhibit A-2 to this offering circular.

We have been in the business of offering and granting franchises and of training
and otherwise helping our franchisees since September 17, 1997. We have never offered
any other franchise. We also own and operate *four restaurants of the type being offered
by this offering circular. We have no other business.

Andrew's Sons owns and operates eight restaurants that are similar to the
franchised restaurant. It has never offered franchises of any kind nor does it sell goods or
services to FARMER BOYS® franchisees. Havadjia Holdings has never offered franchises
nor operated a restaurant, but it does lease or sublease restaurant premises to some
FARMER BOYS® franchisees.

The business you will operate under the franchise agreement is a family-oriented
“FASTAURANT®" (fast casual restaurant) featuring freshly cooked, made-to-order
hamburgers and other "made from scratch" breakfast, lunch, and dinner menu items. The
market served by the FARMER BOYS® Restaurant ("Restaurant") is the general public.
Your competitors will be other restaurants offering fast casual on-premises dining and
drive-through and carry-out services.

-1-
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Except for state and local environmental and health and safety laws and
regulations that are generally applicable to eating establishments, there are no laws or
regulations that are specific to this business.

ITEM 2. BUSINESS EXPERIENCE

Demetris Havadjias, *CEQO and Director

Demetris Havadjias has been our *CEO since January 2006 and a Director since
the company was formed in March 1997. From March 1997 until January 2006, he was our
President. He was also manager of Andrew's Sons from November 1989 until March 1997.

AKenneth W. Clark, President

Kenneth W. Clark joined us as President in January 2006. From March 1990 to
January 2006, he served in increasingly responsible positions at El Pollo Loco, Irvine,

California, beginning as Director of Operations and ending as Vice President *Operations.
Before that, he was Vice President *Development of Winchell's Donut House, La Mirada,

California, from July 1986 to December 1989.

Donald W. Tucker, Director of Franchising

Donald W. Tucker has been our Director of Franchising since January 1998.
Before joining the company, he was a self-employed franchise broker in Redlands,
California, doing business as "Franchise Network of the Inland Empire,” from June 1895
to December 1997. From September 1975 to March 1995, he served in several increasingly
more responsible positions with Southland Corporation (7-Eleven) in Dallas, Texas, ending
as National Franchise Manager.

AMelanie Brune-Carbone

Melanie Brune-Carbone joined us as Marketing Executive in December 2005.
Before that, she was Executive Director of Marketing for Pick Up Stix, Inc . San Clemente,

California, from *January 2002 to June 2005. Earlier, from *Eebruary 1997 to January
2002, she was Marketing Director of TGl Friday's, Inc., Dallas, Texas.

Elizabeth B. Santiago, Corporate Controller
Elizabeth B. Santiago has served as our corporate controller since November

2002. Before joining us, she was Director of Finance for Castle Park, Riverside. California,
from May 2002 io November 2002. Earlier, from May 1996 to December 2001, she was
Vice President and *Controller of Skilled Care Pharmacy, Yorba Linda, California,

2-
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Makis Havadijias, Director

Makis Havadjias has been our Director since the company's inception in 1997,
He was also our Vice-President Sales from March 1997 until April 2006, He has also been
Secretary/Treasurer of Andrew's Sons since 1981 and President of Havadjia Holdings
since June 1985,

Christakis Havadjias, Director

Christakis Havadiias joined us as a Director in March 1997, He was also our Vice-
President - Training from March 1997 until April 2006. He has also been Vice President of

Andrew's Sons since 1981 and Secretary of Havadiia Holdings since June 1985.

Haralambos Havadjias, Director .
Haralambos Havadjias became our Director when the company was incorporated

in 1997. He was also our Vice-President - Consulting from March 1997 until April 2006. He
has also been President of Andrew's Sons since 1981 and Vice President of Havadjia

Holdings since June 1985
George Havadjias, Director

George Havadiias has served as our Director since March 1997 He was also our
Vice-President - Marketing from March 1997 until April 2006. He has also been Vice-

President of Andrew's Sons, Inc., since 1983 and Chief Fipancial Officer of Havadjia
Holdings since June 1985.

ITEM 3. LITIGATION
There is no litigation to disclose in this offering circular.

ITEM 4. BANKRUPTCY

No person identified in Items 1 or 2 of this offering circular has been involved as
a debtor in proceedings under the United States Bankruptcy Code required to be disclosed
in this item.

A
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ITEM 5. INITIAL FRANCHISE FEES
Deposit Agreement

When you sign the Deposit Agreement, you will deliver to us the sum of *en
‘thousand “dollars {$10,000) ("Deposit") to be used in any manner in which we decide to
use it. The entire Deposit will be applied toward your initiat franchise fee for a FARMER
BOYS® franchise unless the Deposit Agreement is terminated without your signing a
Franchise Agreement. The Deposit will not be refunded under any circumstances.

Franchise Agqreement

When you sign the Franchise Agreement, you will pay us in cash or other form
of payment that is immediately accessible to us, such as cashier's check or wire transfer,
an initial fee of $4*5,000 for your first franchise and $25,000 for each subsequent franchise,
less any Deposit or applicable portion of a Development Fee that you have already paid.
Otherwise, the initial fee is not refundable.

Area Development Agreement

When you sign the Area Development Agreement, you will pay us in cash or
another form of payment that is immediately accessible to us, such as cashier's check or
wire transfer, a Development Fee in the sum of Atwelve *thousand *five *hundred *doliars
($12,500) multiplied by the number of Restaurants required to be opened during the Term
according to the Development Schedule attached to the Area Development Agreement.
The Development Fee will not be refundable, but will be credited against your initial
franchise fees, as described in each franchise agreement, at the rate of $12,500 for each
Restaurant opened under the Area Development Agreement, the total amount of the credits
not to exceed the Development Fee.

We may waive or reduce the initial fee for franchises granted to our Related
Parties. Otherwise, the initial fees are uniform for all franchises currently being granted.

ITEM 6. OTHER FEES

NAME OF FEE AMOUNT OR WHEN DUE REMARKS'
FORMULA M
Royalties 5% of Adjusted Gross weekly
Revenue?
*Marketing Fund *3% of Adjusted Gross | weekly
Revenue
Audit Cost Actual cost? Upon demand Only due if discrepancy
exceads 3%

-4-
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$3 per hour plus
employee travel
expense

NAME OF FEE AMOUNT OR WHEN DUE REMARKS"
FORMULA
Loaned Employees"? Payroll expense plus Upon invoice

Replacement
Manager Training

Not (o exceed $350 per
day

When training begins

Ongoing Training
Fees

Not to exceed $300 a
day

At program

Continuing education
will not be required
more than twice a year
and will not last more
than three days

Annual Meeting

Not to exceed $500 a
day

Before meeting

Software License Fee

To be determined

Quarterly

Payable only after
software introduced
into System

Transfer Fee

7$20.000 unless
transferee is existing
franchisee, in which
case fee is $5000

Upon transfer

Base Rent As negotiated by the Monthly Payabte to Havadiia
parties and specified on Holdings if you rent
Schedule A to Lease or vour premises from it
Sublease
Percentage Rent See Note 5 Annually Payable to Havadiia
Holdings if you rent
your premises from it
Interest on Late 18% per year or Upon billing

Payments highest amount allowed
by law, whichever less
"; All payments are imposed by and collected on our behalf or on behalf of an Affiliate unless

otherwise stated. Payments to us or an Affiliate are not refundable; “refundability of payments to
others depends on the arrangements you make with them #

2 “Adjusted Gross Revenue" is defined in Article 3 of the Franchise Agreement as "the total amount
of money or other consideration received by you and your Related Parties for all goods sold and
services rendered from the Approved Location or under the Trade Name or Marks, excluding sales
tax, returns, and allowances, within an accounting period."*

3: AAlso, if underpayment exceeds 3%, we may require that from then on your annual financial

statements be audited at your expense.*
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