
FRANCHISE DISCLOSURE D O C U M E N T 

F R A N C H I S O R 
Pinot's Palette Franchise L L C 

A Texas limited liability company 
10333 Harwin Drive, Suite 580 

Houston, Texas 77036 
(713) 777-5112 

franchise@pinotspaleUe.com 
pinotspalette.com 

As a franchisee, you will operate a studio offering customers artistic classes, including painting classes, with the 
opportunity to enjoy food, wine or other beverages under the name "Pinot's Palette." 

The total investment necessary to begin operation of a Pinot's Palette franchised business is from $74,200 to 
$173,500. This includes $37,400 to $49,400 that must be paid the franchisor or its affiliate(s). The total 
investment necessary to begin operation o f a mobile Pinot's Palette studio in connection with a Pinot's Palette 
franchised business is from $16,000 to $36,000. This includes $5,000 to $7,500 that must be paid the franchisor 
or its affiliate(s). 

We may offer to enter into an area development agreement to establish and operate a certain number of Pinot's 
Palette franchises at specific locations pursuant to individual franchise agreements. The area development fee 
will be equal to $12,500 multiplied by the number of Pinot's Palette franchises to be developed under the area 
development agreement. The area development fee will then be credited, in increments of $12,500, toward the 
franchise fee owed for each Pinot's Palette franchise developed. Your estimated initial investment will vary based 
on the number of studios to be developed. 

This Disclosure Document summarizes certain provisions ofyour franchise agreement and other information in 
plain English. Read this Disclosure Document and all accompanying agreements carefully. You must receive the 
Disclosure Document at least 14 calendar days before you sign a binding agreement with, or make any payment to 
the franchisor or an affiliate in connection with the proposed franchise sale. Note, however, that no government 
agency has verified the information contained in this document. 

You may wish to receive your Disclosure Document in another format that is more convenient for you. To discuss 
the availability of disclosures in different formats, contact Craig Ceccanti, Pinot's Palette Franchise LLC, 10333 
Harwin Drive, Suite 580, Houston, Texas 77036, (713) 777-5112, franchise@pinotspalette.com. 

The terms ofyour contract will govern your franchise relationship. Don't rely on the Disclosure Document alone 
to understand your contract. Read all of your contract carefully. Show your contract and this Disclosure 
Document to an advisor, like a lawyer or an accountant. 

Buying a franchise is a complex investment. The information in this Disclosure Document can help you make up 
your mind. More information on franchising, such as t l A Consumer's Guide to Buying a Franchise" which can 
help you understand how to use this Disclosure Document, is available from the Federal Trade Commission. You 
can contact the FTC at 1-877-FTC-HELP or by writing to tbe FTC at 600 Pennsylvania Avenue, NW, 
Washington, DC 20580. You can also visit the FTC's home page at www.fic.sov for additional information. Call 
your state agency or visit your public library for other sources of information on franchising. 

There may also be laws on franchising in your state. Ask your state agencies about the m. 

Issuance Date: Apri l 16, 2014 
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STATE C O V E R P A G E 

Your state may have a franchise law that requires a franchisor to register or file with a state franchise 
administrator before offering or selling in your state. REGISTRATION OF A FRANCHISE BY A 
STATE DOES NOT M E A N THAT THE STATE RECOMMENDS THE FRANCHISE OR HAS 
VERIFIED THE INFORMATION IN THIS DISCLOSURE DOCUMENT. 

Call the state franchise administrator listed in Exhibit A for information about the franchisor, about other 
franchisors, or about franchising in your state. 

M A N Y FRANCHISE AGREEMENTS DO NOT A L L O W Y O U TO RENEW UNCONDITIONALLY 
AFTER THE INITIAL TERM EXPIRES. Y O U M A Y H A V E TO SIGN A NEW AGREEMENT WITH 
DIFFERENT TERMS AND CONDITIONS IN ORDER TO CONTINUE TO OPERATE YOUR 
BUSINESS. BEFORE YOU BUY, CONSIDER WHAT RIGHTS Y O U H A V E TO RENEW YOUR 
FRANCHISE, IF A N Y , AND WHAT TERMS YOU MIGHT H A V E TO ACCEPT IN ORDER TO 
RENEW. 

Please consider the following RISK FACTORS before you buy this franchise: 

1. THE FRANCHISE AGREEMENT AND AREA DEVELOPMENT AGREEMENT REQUIRE 
THE FRANCHISEE TO ARBITRATE OR LITIGATE O N L Y IN TEXAS. OUT OF STATE 
ARBITRATION OR LITIGATION M A Y FORCE Y O U TO ACCEPT A LESS F A V O R A B L E 
SETTLEMENT FOR DISPUTES. IT M A Y ALSO COST MORE TO ARBITRATE OR 
LITIGATE WITH THE FRANCHISOR IN TEXAS T H A N IN YOUR HOME STATE. 

2. THE FRANCHISE AGREEMENT A N D AREA DEVELOPMENT AGREEMENT STATE 
THAT THE LAW OF TEXAS GOVERNS THE AGREEMENTS, A N D THIS L A W M A Y NOT 
PROVIDE THE SAME PROTECTIONS AND BENEFITS AS LOCAL L A W . Y O U M A Y 
WANT TO COMPARE THESE LAWS. 

3. THERE M A Y BE OTHER RISKS CONCERNING THIS FRANCHISE. 

We may use the services of one or more FRANCHISE BROKERS or referral sources to assist us in 
selling our franchise. A franchise broker or referral source is our agent and represents us, not you. We 
pay this person a fee for selling our franchise or referring you to us. You should be sure to do your own 
investigation ofthe franchise. 

Effective Date: See the next page for state effective dates. 
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STATE E F F E C T I V E P A T E S 

The effective dates ofthis Disclosure Document in the states listed below are: 

\ ' / y ' / ' . ^ j - . f ; ; . ^ 

. STATE ; 
- . --*„t . ^ _ _/ . : . f 1̂  . / ' i v ^ ' " 

• '• • .' '"̂  ' vy • . _ . 

EFFECT IVE D A T E 
' 4;-. ' " _ ^ , ^ t - . ( i , " -f;'' ' , 

California June 3, 2013 

Illinois April 29, 2013 

Indiana 

Maryland August 14, 2013 

Michigan August 15,2013 

Minnesota 

New York November 19, 2013 

North Dakota March 7, 2014 

Rhode Island 

South Dakota 

Virginia October 25, 2013 

Washington August 27, 2013 

Wisconsin June 28, 2013 
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I T E M I 
THE F R A N C H I S O R A N D A N Y 

TheFranch^or 

Pmot's PaleUe Franchise LLC, a Texas limited liability company or or ^our" or 
^F ino^sFa l e^eFranch i seLLC^i s thefrancbisor. Weandonraf^batesbaveonrprincipaiplaceof 
business atI0333Harwin Drive, Snite 5^0, Houston,Texas77036 We were formed onMay 5, 2010. 
reconduct business under tbe name and mark ^FinofsFalette^ and related names, marks and sloga 

Weareafrancbising company w^bicb promotes and sells franchises for tbe operation of Finot^^ 
Palette studios. We do not own or operate a studio of the type being franchised, although we have 
affiliates that do Wehave not offered f^nchises in any other line ofbusiness, and we are not engaged in 
any business other than selling franchises fbr Pinot's Palette studios. We have offered franchises since 
C c t o b e r f ^ ^ i O 

Cur agent forserviceofprocess isCraigCeccanti His principal businessaddress is 10333 
Harwin Drive, S u i t e d , Houston,Texas77036 Ifwe have an agent for service ofprocess in your state, 
wedisclosethatagentinFxhibitA 

Cur Parents, Affiliates and Predecessors 

Wehave no parents or predecessors 

Curaffiliate,Pinot'sPaletteLLC,aTexas limited liability company formed May 
parent tothe following whollyownedsubsidiaries: Pinot's Palette Studio 1 LLC^formerly P i n o t ^ 
Picasso LLC^,aTexas limited liability company formed Marchl6, 2009,Pinot'sPaletteStudio^LLC,^ 
Texas limited liahilitycompany formedMay 5, 2010, Pinot's Palette Studio3 LLC, aTexas limited 
liahilitycompany formedMarch^, 2011, Pinot's Palette Studios LLC, an Oklahoma limited liability 
company formed September 4,2012,and Paint and Sip Supply,LLC,aTexas limited liability company 
formed September 25, 2013 

Pinot'sPaletteStudiolLLCoperatesaPinot'sPalette studio at2406Taft Street,Hous^^ 
77006,which opened May 2009 under the name ^Pinot^Picasso" In May2010we changed the name 
ofourconcept f rom^Pinot^ Picasso"to^Pinot^sPalette,"and Pinot's Palette Studio 1 L L C began 
operating under the new name on May3,2010 

Pinot's Palette Studio 2 LLC operates a Pinot's Palette studio at 5539 Richmond Avenue, 
Houston,Texas 77056,which opened September 2010. 

Pinot'sPaletteStudio3LLCoperatesaPinot'sPalette studio at 12343Kingsride Lane,Houston, 
Texas 7702^which opened October 2012. 

Pinot'sPalette Studio 5 ,LLC operatesaPinot'sPalette studio at115ECaliforniaAvenue, Suite 
100, Oklahoma City, Oklahoma 73104, which opened March 2013 

The above affiliates whichoperate Pinot's Palette studios aii pay the same royalty fee, email 
account fee and teclmology fee, as well as make the same advertising contributions, as franchi 

Paint and Sip Supp1y,LLC^PASS' ') sells branded apparel,glassware, marketing collateral, ^ift 
certificates,easels,tables, seating,ice machines^ frames,canvases,pointofsalecomputer systems, and 
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audioBvideo e^uipmem, amongother products and supplies to our franchisees Al l such products are 
purchased through our aft^iiate'swehsite at www.paintandsipsupply.eom 

Our achate, Pinot'sPaietteStudioi LEO,owns the Proprietary^ Marks^as descrihed helow) and 
has licensed them to us so that we may sublicense them to our franchisees Seeltem 13for additional 
details 

Our affiliates are not offering, andhave never offered^franchisesin any lineofbusiness We 
have no other affiliates required to be disclosed in this Disciosure Document. 

fhe Pranchise Offered 

Weare offeringfranchises forstudiosthatoperate under thename^Pinot's PaletteB'^eacha 
^PinofsPa^tte Studios Each Pinot's Paiette Studio is established and operated using the format and 
system we developed ^the^System'^ and operate at retail locations displaying our interior and exte^^^ 
trade dress Pinot'sPalette Studios feature and operate under the Proprietary^ Marks^as described bel̂ ^̂ ^ 
Pinot's Palette Studios offer customers artistic classes,inciuding painting c lasses ,wi th^ 
en^oyfood,wmeorotherbeverages.Ourinteriortradedressisdesigned to make Pinot'sPalette Studios 
welcoming, comfortable, and easily identifiable for customers. Ai i products and services offered for sale 
ataPinot's Palette Studio are subject to our approval. 

Pinot's PaletteStudios are cbaracterizedbyour System Someofthe features ofour System 
include: (a) exterior and interior design standards and specifications^ ^b) uniform standards, 
specifications, and procedures for operations: ^c) training and assistances and d̂) marketing and 
promotional programs. Wemay periodically ehange and improve theSystem 

You must operate your Pinot'sPalette Studio in accordance with our standards and procedures, as 
set out in our Confidential Operations Manuals t̂he ^Manuals"). We wiil lend you acopy oftbe 
Manualsfor the duration of the franchise Agreement(or,at our option,we may make these available to 
you electronically), in addition, we will grant you the right to use our marks, including the mark ^Pinot's 
Palettc''and any other trade names and marks that we designate in writing for use with the Syste^^ 
^Proprietary Marks'') Wemay modify the Proprietary Marks or substitute new ProprietaryMarks^ See 
Items I3andi4fbr additional information regarding the Proprietary Marks and the Manuals 

Franchise Agreement 

Wcoffcr to enter intoafranchise agreement ^Franchise Agr^emenf') ̂ included as Exhibu 
this Disclosure Document) with qualified legal entities and persons ^yo^ 
operatePinot'sPaietteStudios. ^nthisDisclosureDocument,^you"meansthepersonorlegalentity 
with whom we enter into an agreement The term ^you" also refers to the direct and indirect owners ofa 
corporation, partnerships or limited liability company that signs a Franchise Agreement as the 
^franchisee") 

UnderaPranchiseAgreement,wewill grant you the right ^andyou will accept the obligation)to 
operateaFinot'sPalette Studio at an agreed-upon specified location^the^Approved Location) ^nthis 
Disclosure Document, the term ^Franchised Studios means the Pinot'sPalette Studio franchised to you 
undcraPranchise Agreement) 

At youroption,you may enter intoan addendum to theFranchise Agreement which will grant 
you the right to operateamobile Pinot's Palette Studio,utilizing one vehicle ̂ M o 
at customer residences, places of business, or other suitable venues that are off site from tbe Fr̂ ^̂  
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S ^ O ^ F ^ ^ ^ M O b ^ s ^ d ^ U n ^ ^ ^ ^ a g ^ ^ 
o a n ^ b e ^ ^ d m c o n n ^ o n w ^ ^ F ^ ^ ^ Y o u m ^ o p ^ e a m ^ m u m o f t w o 
Mobile S m d ^ V e h ^ e s m c o n n ^ o n w n h ^ F r a ^ 

I fyou arenot an mdividu^tbenyoumu^ designate one of your owners 
individual person witb at i e a s t a t enpe reen tO^owner sb ip^^ 
wbomust bereasonabiy aeeeptable to usroassume tbe responsibilities ofgenerai oversigbtand 
management of your FranebisedStudio^tbe designated Prmcip^^^ 
Designated Prineipalora^GeneralMa^^ 

time responsibility for daily supervision and operation oftbeFranebised Studio 

Area Deveio^ment Agreement 

Wemay also ofter to enter intoan area development agreement^tbe^AreaDevelopme^^ 
A^reem^nt^^ineiudedasExbibi tDtotbisDiseiosureDoeument^witb^ua^^ 
persons ^an^AreaDeveloper^whieb grants tbe right to establish and op 
Pinot's Palette Studios inaspeeit^ed area t̂be ^Development Area'') at speei t ie ioea^ 
approved by us, eaebunderaseparatePranebise Agreement. We will enter intoAreaDevelopment 
Agreements underwbieh at leasttwoPinot'sPalette Studios wiil be developed by an AreaDeveloper 

Area DevelopersmustopeneaebPinot'sPaiette Studio inaeeordanee witban agreed upon 
opening sebedule^tbe development S e b e ^ 
A o f tbe Area Development Agreement. Tbe Area Developer exercises its right to open Pinot's Palette 
StudiosbyenteringintoaseparatePranehiseAgreement for eaehPranehised Studio opened. 

The Market and Comoeti^ion 

The market tor art, speeitiealiy artistic painting, elasses is well developed and intensely 
competitive The market for artistic painting classes inavenue sucb asaPinot^sPalette Studio is also 
competitive. Youwi l l serve the gcneralpublicand^villeompete witha varietyof businesses, from 
locally owned to national and chain businesses. These studios compete on the basis offactors such as 
price, serviee, and location These businesses are often affected by other factors as weil, sucb as changes 
in consumer taste, economic conditions, population size and density and travel patterns. 

We may establish other Pinot's Palette Studios in your area ^if permitted under the Franchise 
Agreement) See ttemsi^and 16 foradescription of your permitted and restricted activities and rights, 
as well as our permitted and restricted activities and rightsTothe extent your P^̂ ^̂ ^ 
located near anotherPranchised Studio,you may appear to or actually compete with other Pinot'sPalette 
Studios 

tndn^ry Specific Regulations 

You must comply withall locals ^tateandfederal laws tbat apply toyour Pranchised Studio 
operations, including health, sanitation, no smoking, F E O C , O S ^ 
sexual harassmentlaws Tbe Americans with Disabilities Actof l990re^ui res read i ly accessible 
accommodationsfbr disabled people and mayaffect your building constructionist 
ramps, doors, seating, bathrooms, drinking facilities, etc Among licenses and permits you may need are: 
Sales and Use Tax Permits, Tire Department Permits, Health Permits, Alarm Permits, County 
Occupational Permits, Retail Sales Licenses You will he required to obtain all necessary and applicable 
alcobolicbeverage permitting and licensingor anyother permittingor licensing that willallow your 
customers to bring^and consume) their own beer, wine or spirits to the Pranchised Studio In the event 
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such sensing or pernmdng^ 
ohtam^ncccssaryandapphc^ 
spires for sale aod consum^onat^cFranch^cd In any case, you arc responsive for complymg 
with any federal, state,county, rnnnicipal, or other locallaws and regulations i^^^ 
consumption ofaicohoi and liquor that may apply to your franchisee Studio. There may he other laws, 
rulcsorrcguiationswhichaffcct your Franchised Studio, includingpoint-of-salcdisciosurcrcgarding 
laws concerning the protection of custo^^ 
minimum wagcand iahor laws, along with A D A , O S H A and EFAconsidcrations Wcurgcyoutomakc 
further inquiries ahout these and other applicable laws. 

Wcarc not obligated to provide you with guidance about these laws and regulations and you arc 
solely rcsponsiblcforknowing about andcompiying withall lawsandrcgulationsapplicablctoyour 
franchiscdStudio. Wc recommend that you consult withyour attorney for an undcrstandingof these 
laws. 

The UnitcdStatcs enacted thc^Uniting and Strengthening America by Providing Appropriate 
Tools Required tofnterceptandDbstruct^ Weare 
required to comply with the USA Patriot Act. Tohelpuscomply withthe USA Patriot Act^ we ask you 
in the Franchise Agreement to con^rm for us that neither you nor your directors, officers, shareholder 
partners, members, employees, oragents are suspected terrorists or persons associated with suspected 
terrorists or are under investigation by theUS government fbr criminal activity You may review the 
Patriot Act and related regulations at: http^www treasury.gov^offices^enforcemen^ofac^sdn 

PTEM2 
BUSINESS E X P E R t E N C E 

Managing Member: Craig Ceccanti 

Mr.Ceccanti has heen our Managing Member since inception He is one ofthe Pinot'sPalette 
concept founders and also a principal ofour affiliates ^described in Item I) since each company^ 
inception F r o m J u l y 2 0 ^ t o A p r i i ^ i O , M r Ceccanti held the position ofSenior Consultant for the 
managementconsultingfirm calypso LP in Houston,Texas. From Cctober20f2 to the present, he has 
held the position of lecturer in management at RiceUniversity'sJones Graduate SchoolofBnsinessi^^ 
Houston,Texas 

Managing Member: CharlcsH Willis.If 

Mr. Willishasbeenour Managing Member sinceinception Fie i soneof the Pinot's Paictte 
concept founders and also a principal ofour affiliates ^described in Item I) since each company's 
inception From July 2006 to February 2009, he held the position of Electrical, Instrument, and 
Automation Engineer forTechnipUSAinHouston, Texas FromFebruary 2009toApriI20IO,Mr. 
WillisheldthesamepositionwithTechnip USA in Beaumont, Texas 

ManagingMemher: Mary Elizabeth ^Betb" Willis 

Ms Willis has been our Managing Member since inception ShcisoneofthcPinot 'sPalctte 
concept founders and also a principal of our affiliates ^described in Item I) since each company's 
inception From November 2007 to the present, Ms Willis bas held the position of Clinical Pharm^ 
Specialist fbr Memorial Hermann Memorial City Hospital in Flouston, Texas. 
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L O C A T I O N 

On or about November It, 2013 we entered into an Assnranee of Oiseontinnanee witb tbe 
Attorney General oftbe State o fNewYork Tbe Assurance of Diseontinuaneeaeknowledgedtbat we 
offeredandsold franchises in New York wben we werenot registered to offerand sell franchises^ in 
violation of tbe NewYork State franchise Sales Act. Under the Assurance of Discontinuance we agreed 
to cease otfering and selling franchises until we have been properly registered under tbe New Y 
Franchise Sales Act, and to ofler rescission to each franchisee that purchasedafranchise within or ^ 
the StateofNew York while we werenot properly registered. We intend tofully eomply with the 
Assurance ofDiscontinuance. 

Except as described ahove, no litigation is required to be disclosed in this Item. 

B A N K R U P T C Y 

No bankruptcy is required to be disclosed in this Item 

INITIAL PEES 

Franchise Agreement 

When you sign the Fmnehise Agreement 
^FranehiseFee") YonmnstpaytheFranehiseFee in full atthe time yon sign the F r ^ ^ 
Additionally,as described helow, ifyou signed an Area Development Agreement, wo w^ 
ofthe Area Development fee yon paid toward the franchise Fee under the conditions descrihed helow. 

At yonr option, yon may enter into an addendumto theFranchise Agreement whichwiligrant 
you the righttooperateaFranchised Mobile Studio in connection with the Franchised Studio at cust̂ ^̂  
residences,placcsof business,orothersuitableoffsite venues When yon sign this addendum to the 
Franchise Agreement, you must pay usa^Mobile Studio FranchiseFee"of$7,500 Youmayoperatea 
maximum ot two Mobile Studio Vehicles in connection with the Franchised Studio, subject to the 
payment ofaMobileStudioFranchiseFee andthe execution ofaFranchise Agreement addendumfor 
each MobilcStudio Vehicle. When franchisees choose tosign the Franchise Agreement addendum to 
operatea Franchised MobileStudioatthesame timeassigningtheFranchise Agreementtooperatea 
Finot'sPalette Studio, the Mobile Studio Franchise Fee will be reduced to $5,000. If franchisees choose 
to sign twoFranchise Agreement addendum fbr the maximum operation of two Mobile StudioVehicles at 
the same time as signing the Franchise Agreement to operateaFinot'sFalettc Studio, the Mobile Studio 
Franchise Fee for the second Mobile StudioVehicle will be reduced to $2,500. Iffranchisees choose to 
delaythesigningofthe Franchise AgreementaddendumtooperateaFranchised Mobile Studio until after 
such date,they must paytbe full $7,500 Mobile Studio Franchise Fee tbr each Mobile StudioVehicle. 

The FranchiseFeeand Mobile Studio Franchise Fee will be fully earned when paid and non 
refundablein consideration ofadministrative and other expenses wcincur in entering intotheFrancbise 
Agreement and for our lost or deferred opportunities to enter into the Franchise Agreement with o t l ^ 

Currently,in some cases,we payareferral fee in the amount of$l,500 to existing franchisees 
Finot's Falette Studio employees whoprovided us witbprospectivefranchiseeieads thatresult inthe 
signing of Franchise Agreements This referral program is administered in our sole discretion and may be 
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cbangedordiscommuedbyusatanyUmc Tbe amoont ofthe referralfee is ^ 
anytime Those who are ebgibie to partieipat^ 
toprospeetivefranebiseesarenotaetingasonragentanddonot speak for ns^despitethereeeiptofa 
referral fee. Wedonoteontrolwhattheseindtvidnais may say,and we eannot guarantee the aeenraê ^ 
any statemenrmadehy them, to yon or any otber prospective franchisee. 

AreaPevelopmentFee 

ifyonaregoingtobeanAreaOeveloper,thenyonwillsignanAreaDeveiopment Agreement 
and pay ns an area development fee t̂be ^Area Deve^pment Fee'^. Tbe amount of the Area 
Development Fee willbe calculatedbymnltiplying$i2^ 
tobe developednndcrtheAreaDevelopment Agreement. The Area Development fee willbe dneina 
lump sum payment upon the signing ofan Area Development Agreement 

if yon meet yonr obligations under the Area Development Agreement and are not otherwise in 
default under any other agreement with us, as you sign Franchise Agreements for eachfranchised Studio 
developed under the Area Development Agreement,we will credit$l2,500 ofthe Area Development Fee 
that you paid towards the Franchise Fee due fbr each Franchised Studio However, under no 
circumstances will we grant credits in excess ofthe total amountof the Area Development Fee you paid 
under the Area Deveiopment Agreement. Additionally, if you are in compliance with the Area 
Development Agreement, thenasyousigna Franchise Agreement for eacb Franchised Studio that you 
develop to satisfy the Development Schedule, the Franchise Fee for those Franchised Studios will be the 
amountspecif^edinthe Area Development Agreement (currently $25,000 foreachFranchisedStudio^ 
regardless ofwbether our standard Franchise Fee is higher at the time you sign the Franchise Agreements 
for each Franchised Studio. 

The Area Development Fee is fully earned and non refundable in consideration of administrative 
and other expenses we incur in entering into the Area Deveiopment Agreement, and for our lost or 
deferredopportunitiestoenterintotheAreaDcvelopmentAgreementwithothers,regardless of whether 
you enter into any Franchise Agreements forFranchised Studios to be developed 

The Franchise Fee and Area Development Fee are uniform for all franchisees 

DtherlnitialEees 

Youmust pay us an initial artisttrainingfeeof$500perday,plusouractualcosts of lodging, 
food and travel arrangementsfor an artist trainer^the^ 
suchartist trainer whow^illconductonsiteinitialartist training toall artistsyouhavehiredtoperform 
classes for the Franchised Studio. Currently,ourinitial artist trainers w^llconductaminimumof25 to 35 
hours of trainingoveraperiodof three tofour days. See hem l i underthe heading^Training" for 
additionai information. The ArtistTraining Fee is payable to us upon demand,after the training has taken 
place, and is non refundable 

Frior to opening your Finot'sFaletteStudio, you must purchase from our af^liate,FASS,^ 
branded apparel, glassware, marketingcollateral,giftcertificates, easels, tables, seating, icemachine, 
frames,canvases,pointofsale computer system,and audio^videoe^uipment,among other products and 
supplies at a cost in the range of Si0,000 to $20,000. Payments made for all such itemsare non 
refundable 

Prior to opening your Pinot's Palette Studio, you must also pay us a fee of S400 for which we will 
r architect consultant provide you with prototype drawings specific to your Approved Location have our 
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that your architect will use for the preparation of construction drawings. You will be limited to three 
revisions of these prototype drawings prepared by our architect consultant. This fee is payable to us upon 
demand, after the prototype drawings have been provided, and is non-refundable. 

Deferred Fees 

For the purposes offranchises sold in Illinois, all initial franchise fees are deferred until such time 
as we have completed our initial obligations owed to you and you have commenced doing business. This 
requirement has been imposed by the Illinois Attorney General's Office based on our financial 
statements. 

For the purposes of franchises sold in Maryland, all initial franchise fees are deferred until such 
time as all ofour material pre-opening obligations to you have been met. 

For the purposes offranchises sold in the state of Washington, collection of the initial franchise 
fee will be deferred until we have fulfilled our pre-opening obligations and you are open for business. 

I T E M 6 
O T H E R FEES 

' Type of Fee 
•' (Note 1) 

Amount Date Due Remarks 

Royalty Fee 
("Royalty Fee") 

5% of Net Sales. 

Advertising 
Obligations 

2% of Net Sales to the 
System Ad Fund. 

You must directly spend 
an additional 2% of Net 
Sales on your own local 
advertising. 

By the third 
business day after 
the close ofeach 
Week based on 
the Net Sales for 
that Week. 
(Note 2) 

"Net Sales" means all 
revenue related to the 
Franchised Studio and Mobile 
Franchised Studio (excluding 
customer refunds and sales 
taxes collected and remitted 
to the proper authorities). 

Same as Royalty 
Fee. 

We may change the 
allocation between the 
"System Ad Fund", the 
amount spent on local 
advertising, and a regional 
"Cooperative Ad Fund," as 
described in Item 11. We 
have the option to require our 
franchisees to form regional 
advertising cooperatives in 
their local markets and 
contribute into a Cooperative 
Ad Fund. If this is done, your 
Cooperative Ad Fund 
contribution will be credited 
against the local advertising 
requirement. See Notes 3 and 
4 and Item 1 I under the 
heading "Advertising." 
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Type, of Fee 
(Note 1) 

Amount Date Due Remarks 

Electronic Mail 
Account Fee 

Our cost, which is 
currently $20 per month, 
for each electronic mail 
account. 

The date the first 
Royalty Fee of 
each month is 
due. (Note 2) 

For each electronic mail 
account, you will pay us a fee 
equal to tHe amount we are 
charged for such account by 
our service providers, which 
is currently $20 per month. 

Additional on-site 
training and 
assistance 

Our per-diem charge 
(which is currently $500, 
plus our out-of-pocket 
costs), per trainer. 

Upon demand. Ifyou ask that we (a) provide 
additional on-site training, or 
(b) conduct at your 
Franchised Studio any 
training session that we offer 
at our headquarters, and we 
do so, then you will have to 
pay our then-current per-diem 
charge for extra training. See 
Note 5 and Item 1 1 under the 
heading "Training." 

Technology Fee $50 per month. The date the first 
Royalty Fee of 
each month is 
due. (Note 2) 

As described in Item 11 under 
the heading "Computer 
System," we require you to 
use certain software, 
hardware and/or support 
services in connection with 
the operation of the 
Franchised Studio. In return 
for this fee, we provide 
proprietary cloud, mobile and 
desktop based software-for 
management ofyour Pinot's 
Palette Studio. 

Prototype Drawing 
Fee 

$400. Upon demand. Prior to opening your Pinot's 
Palette Studio, you must pay 
us $400 for which we will 
have our architect consultant 
provide you with prototype 
drawings specific to your 
Approved Location that your 
architect will use for the 
preparation of construction 
drawings. You will be 
limited to three revisions of 
these prototype drawings 
prepared by our architect 
consultant. 
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Type of Fee 
(Note 1) 

Amount 

Product and 
Services Purchases 

Discussed in Item 8. 

Date Due 

As incurred. 

Remarks 

You must purchase all ofthe 
following items from our 
affiliate, PASS: branded 
apparel, glassware, marketing 
collateral, gift certificates, 
easels, tables, seating, ice 
machine, frames, canvases, 
point of sale computer 
system, and audio/video 
equipment, among other 
products and supplies. We 
may add or delete items you 
must purchase from our 
affiliate, PASS, in our sole 
discretion. 

Local Telephone 
and On-line 
Directories 

Product/Supplier 
Testing 

Ifwe obtain such listings 
on your behalf, you must 
reimburse us an amount 
equal to the cost of 
obtaining listings ofthe 
on-line directories 
required under the 
Manuals for your 
Franchised Studio. 

Upon demand. 

An amount equal the 
reasonable cost ofthe 
evaluation and testing of 
such products for 
approval. 

Upon demand, if 
incurred. 

We will require you to, or we 
may on your behalf, obtain 
listings for your Franchised 
Studio in the white and 
yellow pages of the local and 
on-line directories. You must 
bear the costs for your 
Franchised Studio, including 
reimbursements to us. 

If you desire to purchase 
unapproved products or 
equipment, supplies, or (other 
than Proprietary Products) 
from other than approved 
suppliers, we may require that 
our representatives be 
permitted to inspect, from 
time to time, the supplier's 
facilities, and that samples 
from the supplier be delivered 
for evaluation and testing 
either to us or to an 
independent testing facility 
designated by us. You must 
pay a charge not to exceed 
the reasonable cost ofthe 
evaluation and testing. 
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Type of Fee 
. (Note 1) 

Amount Date Due :- Remarks 

Transfer Fee An amount equal to 
50% of our then-current 
initial franchise fee, 
however, not to exceed 
$15,000. 

An amount equal to 50% 
ofour then-current 
Mobile Studio Franchise 
Fee, however not to 
exceed $3,750 per Mobile 
Studio Vehicle. 

An Area Developer will 
pay a transfer fee equal to 
$10,000 for each Pinot's 
Palette Studio not 
developed, but not less 
than 50% ofthe Area 
Development Fee. 

At time of 
transfer. 

Payable only if you make a 
transfer (as defined in the 
Franchise Agreement), which 
includes any sale or 
assignment ofyour franchise 
or your company. We do not 
impose a fee for a transfer to 
a corporation you form for 
the convenience of 
ownership. 

Renewal Fee An amount equal to 
50% of our then-current 
initial franchise fee, 
however, not to exceed 
$15,000. 

Before renewal. The Franchise Agreement 
may be renewed after an 
initial term of 10 years. You 
will only need to pay this fee 
if you renew the Franchise 
Agreement. There is no 
renewal under the Area 
Development Agreement. 

Charges for 
"mystery 
customer" quality 
control evaluation 

An amount equal to the 
charges imposed bythe 
"mystery customer" 
evaluation service 
provider for your 
Franchised Studio, but 
not to exceed S500 per 
year. 

Upon demand, if 
incurred. 

We may use an independent 
service to conduct a "mystery 
customer" quality control and 
evaluation program. You 
must participate in this 
program, and we will require 
that you pay the then-current 
charges imposed by the 
evaluation service (as we 
direct, either directly to the 
evaluation service provider or 
to us as a reimbursement). 

Late Fee and 
Interest on 
Overdue Payments 

A late fee equal to 5% of 
your overdue amount, and 
interest equal to 1.5% per 
month (but not more than 
any maximum rate set by 
law). 

At lime the 
Overdue 
Payments are 
paid. 

Only due if you don't pay us 
the amounts you owe on time. 
Interest will be charged only 
on overdue amounts and will 
start to accrue on the date 
when the payment was 
originally due. 
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TypeofFee 
(No^o 

i Amount Date Due Remarks 

Dues and 
Assessments 
Imposed bya 
Franehisee 
Advisory Couneil 

An amount determined by 
tbe franchisee advisory 
council (ifestabbshed) 

Currentiy^none 

At tbe times 
required bya 
franchisee 
advisory council 

Wemay form,or reqube that 
our franchisees form, a 
franchisee advisory eouneif 
Ifone is formed, you must 
hecomeamemherifwe 
require, aud you must pay the 
fees and assessments imposed 
hythecouncif 

GiftCard Program An amount equai to the 
actual cost ofthe Gilt 
Cards 

Ifincurred You must participate in our 
Gift Card program when it is 
established Gift Cards will 
be available for sale and 
redemption at any Pinot's 
Palette Studio in the System 

Smdio 
Refurbishment 

An amount equal to the 
actual costs to refurbish 
yourPranchised Studio. 

As agreed Wemay require you to 
refurbish your Pranchised 
Studio to meet our then-
currentrequirementsfor 
decor,layout,etc Wewill 
not require you to refurbish 
the Pranchised Studio more 
frequently than every five 
vears 

Prohibited Product 
or Service Pine 

$250perdayotuseof 
unauthorized products or 
services 

Ifincurred fn addition to other remedies 
available to us Tbis may not 
be enforceahle under 
California law. 

Audit Expenses An amount equal to the 
actual costs and expenses 
associated with the audit, 
including reasonable 
accounting and legal 
costs. 

Upon demand Payable only ifwe audit and 
the audit discloses an 
understatement in any 
statement or report of3% or 
more. (You wilf also have to 
pay the monies owed and 
interest on the underpayment 
(see "interest" above) ) 

Insurance 
Procurement 

An amount equal to our 
actual cost to obtain 
insurance coverage for 
you ifyou failto obtain 
the required insurance 
coverage under your 
franchiseAgreement. 

Upon demand Wehave the right(but not 
obligation)to buy insurance 
coverage ifyou do not do so 

Relocation 
Expenses 

An amount equal to our 
actual costs and expenses 
related to an approved 
relocation ofyour 
franchised Studio. 

Upon demand Payable only ifyou relocate 
yourfranchised Studio, in 
order to reimburse us our 
costs and expenses related to 
an approved relocation of 
your Pranchised Studio. 
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TypeofFee 

^ (N^o 
^ Amount Date Due Remarks 

Secures Of^nng An amount equal to our 
reasonable costs and 
expenses (including legal 
and accounting fees)to 
evaluate your proposed 
offering. 

Upon demand. Payable onlyifyou propose 
to engage inapublio or 
private seenruiesoffering, to 
reimburse ns tbr onr 
reasonable eosts and expenses 
(ineinding legal and 
aeeonntinglees)to evaluate 
your proposed offering. 

Costs and 
Attorneys'Fees 

An amount equal to our 
expensesincurred 
(including reasonable 
attorneys'fees)asaresult 
ofyour default and to 
enforce and terminate tbe 
Prancbise Agreement. 

Upon demand. Due only ifyou are in default 
under tbe franebise 
Agreement, in wbieb ease 
you must reimburse us for tbe 
expenses we ineur(ineluding 
reasonable attorneys'fees^as 
aresult ofyour default and to 
enfbree and terminate tbe 
franebise Agreement. 

Indemni^cation Allamountswearebeld 
liable for claims arising 
from your operation of 
tbe franchised Studio, as 
well as your use oftbe 
Proprietary Marks 

Upon demand You must reimburse us ifwe 
are sued or held liable for 
elaims arising from your 
operation oftbe franebised 
Studio,as well as your useof 
tbe Proprietary Marks ina 
manner inconsistent witb our 
instructions, and any transfers 
or securities offerings that 
you propose 

Explanatory Notes to Item^Table^ 

1 Except as otherwise notedintbisltem 6, weimpose and collect a l lof tbefees described above 
None of these f^es are refundable.All of the fees described above in tbtslten^are uniform for 
all franchisees 

2 You must pay your royalties and System Ad fund contributions by Electronic PundsTransfer 
("EPT") using tbe Automated Clear ingf louse^ACH^metbod Tomakearrangements for 
Ef f, you must sign our current form of Authorization Agreement for Prearranged Payments 
(Direct Debits),which is ExhibitDtothePranchise Agreement 

3. Thechartref^lectsthcmaximum required percentage amount(fourpercent(4%^whichyou will 
be required to contribute to the System AdPundand^orspendonlocaladvcrtising(together the 
"Advertising Dbli^ation"). Ourcurrentallocationof the Advertising Obligationis two percent 
(2%) toward the System Ad Pund and two percent (2%) spentdirectly by you toward local 
advertising. With the exception described in Note 4 below, wc cannot require additional 
advertising, marketing or promotional contributions further details about the applicable 
advertising, marketing and promotional requirements can be found in Item 11, under the 
subheading"Advertising" 
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4. Wehavethe option to require o u r ^ 
loeal markets and contribute intoaCooperative Ad Fund for this purpose Ifthis is done, your 
Cooperative Ad Fund contribution wili be credited against the loeai advertising requirement Tbe 
amount of required Cooperative Ad Fund contributions will be determined by us, unless we 
authorize the Cooperative Ad Fund to set tbe amount itself If the Cooperative Ad Fund is so 
authorized,members of any Cooperative Ad Fund may agree (byama^orityvote^to increase the 
Cooperative Ad Fund contribution toarate in excess of the maximum amount that we require. If 
weoperateacompanyownedoraffihate-ownedFinot's^ 
tbrmed a Cooperative Ad Fund, the company-owned or aftiliate-owned Finot's Faiette Studio 
may contribute to such Cooperative Ad Fund on the same basis as franchisees within this region, 
each Finot'sFaiette Studio having one vote.At present, there are no Cooperative AdFunds in our 
System. Further details about the applicable advertising, marketing and promotional requirements 
canbetbundinltem li,under the subheading^Advertising" 

5. As part of the opening of your Franchised Studio, wc will conduct pre-opening and opening 
training and assistance at your Francbised Studio. We will bear the costs associated wmh 
providing this training, not including expenses related to transportation, lodging, meals, wages, 
and worker'scompensation insurance which you will be responsible for Ftowever,ifyou request 
additional daysofon-site trainingorassistanceinconnection witbyouropeningafterw^ehave 
concluded our pre-opening and opening training,oratalater time, we willeharge you our then-
current per diem training fee Ibr the additional training provided^ and you will also have to 
reimburseus for all out of pocket costs andexpensesassociated with theadditional training, 
including lodging, foodand travel arrangements of thetrainers Additionally, wemay require 
that you complete refresher and additional training programs, and we may offer the programs ona 
voluntary basis. Ifyourequestthatweconduct any additionai trainingsessions (requiredor 
voiuntary^at your Franchised Studio rather than at our headquarters or Finot'sFaletteStudio(s), 
and we do so, tben we will charge you our then-current per diem training fee for that training we 
provide, and you will also have to reimburse us for all out of pocket costs and expenses described 
above Curcurrentperdiemchargeis$500pertrainer(wereservetherighttochangeourper 
diem ratein the future) See Itemllunder tbe heading "Training" fbr more detailed information. 

f T F M 7 

F S T I M A T F P ^ t T t A L t N V F S T M F N T 

Y C U R F S T t M A T F D ^ T I A E I N V E S T M E N T 

Estimated Initial InvestmentforaSmgleFinotsFalette Studio 

Type of 
Expenditure 

(Ngte 1) 

Amount Method of 
Payment 

- i ^ , . - - - 5 % / . 

When . 
• . -.v: Due y s 

To Whom 
Payment is to 

be Made o 

Franchise Fee 
(Note 2) 

$25,000 Lump sum When you sign 
the Franchise 
Agreement 

Us 

Artist Training 
Fee 
(Note 2) 

$2,000 to $4,000 Lump sum Upon demand, 
after training 
has taken place 

Us 
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Type of 
Expenditure 

(Note i) 

Amount Method of 
Payment 

When 
Due 

To Whom 
Payment is to 

be Made 

Business Licenses 
& Permits 
(Note 3) 

$500 to $ 5,000 As arranged As incurred Local and other 
state 
government 
agencies 

Leasehold 
Improvements 
(Note 4) 

$10,000 to $ 45,000 As arranged As arranged Us, Independent 
contractors. 
Lessor 

Fixtures, 
Furnishings & 
Equipment 
(Note 5) 

$10,000 to $25,000 As arranged As incurred Us and 
Approved 
Suppliers 

Computer System 
(Note 6) 

$2,000 to $ 3,500 As arranged As incurred Us and 
Approved 
Suppliers 

Architect/ 
Engineering Fees 
(Note 7) 

Included in Leasehold 
Improvements 

As arranged As arranged Independent 
contractors. 
Approved 
Suppliers 

Rent, Security 
Deposits and 
Utility Deposits 
(Note 8) 

$0 to $5,000 As arranged As arranged Lessor, Utility 
companies 

Other Professional 
Fees 
(Note 9) 

$1,000 to $5,000 As arranged As arranged Various service 
providers and 
contractors 

Insurance Deposit 
(Note 10) 

$200 to $1,000 As arranged As arranged Insurance 
providers 

Initial Inventory 
of General and 
Art Supplies 
(Note 1 !) 

$8,000 to $15,000 As arranged As incurred Us and 
Approved 
Suppliers 

Training Expenses 
(Note 12) 

$500 to $5,000 As arranged Payment terms 
arranged with 
suppliers and 
your employees 

Us and 
Approved 
Suppliers and 
your employees 

Grand Opening 
Advertising 
(Note 13) 

$10,000 to $15,000 As arranged As arranged Approved 
Suppliers 

Additional Funds 
(for the initial 3 
months of 
operations) 
(Note 14) 

$5,000 to $20,000 As arranged As needed Us and/or 
affiliates. 
Approved 
Suppliers, 
employees and 
other creditors 
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Type of 
Expenditure 
\: (Note 1) 

Amount Method of ; 
Payment • 

When 
- Due 

To Whom 
Payment is to 

be Made 

T O T A L 
ESTIMATED 
INITIAL 
INVESTMENT 

$74,200 to $173,500 

Explanatory Notes to the above Item 7 Table: 

1. General - We do not impose or collect the fees or costs described in this Item 7, except for the 
items noted with "Us" in the column labeled "To Whom Paid." Except as described below, all fees and 
amounts that you must pay to us are non-refundable. For any amounts paid to third parties, the 
availability and conditions under which you may obtain refunds will depend on the terms offered by those 
third party suppliers. We do not offer our franchisees financing for any part of the initial investment (see 
Item 10 for additional information). Our estimates in this Item 7 are based on our current prototype for 
Pinot's Palette Studios, our experience in developing and operating our affiliate-owned Pinot's Palette 
Studios, and our knowledge of business practices and conditions in the general marketplace. They are, 
however, only estimates and by their nature may change from time to time and may vary from location to 
location. The figures do not provide for your cash needs to cover financing incurred by you or your other 
expenses. You should not plan to draw income from the operation during the start-up and developmental 
stage of your business, the actual duration of which will vary materially from location to location and 
cannot be predicted by us for your Franchised Studio (and which may extend for longer than the three 
month "initial period" described in Note 14 of this Item 7). You must have additional sums available, 
whether in cash or through a bank line of credit, or have other assets which you may liquidate or against 
which you may borrow, to cover other expenses and any operating losses you may sustain, whether 
during your start-up and development stage, or beyond. The amount of necessary reserves will vary 
greatly from franchisee to franchisee and will depend upon many factors, including the rate of growth and 
success ofyour Franchised Studio, which will in turn depend upon factors such as the demographics and 
economic conditions in the area in which your Franchised Studio is located, the presence of other Pinot's 
Palette Studios, public awareness ofour business, your ability to operate efficiently and in conformance 
with the System, and competition. Because the exact amount of reserves will vary and cannot be 
meaningfully estimated, we urge you to carefully review these figures and the figures you obtain from 
your own inquiries with an experienced business advisor, such as an accountant or consultant, or a legal 
advisor, before making any decision to purchase a Pinot's Palette Studio franchise or any other franchised 
business. 

The above table describes the estimated initial investment for a single Pinot's Palette Studio. We 
have not included a separate table for the initial investment if you sign an Area Development Agreement. 
As described in item 5, upon execution of an Area Development Agreement you must pay us $12,500 
multiplied by the number of Pinot's Palette Studios to be developed under the Area Development 
Agreement, and you will receive a credit of $12,500 toward the Franchise Fee each time you execute a 
Franchise Agreement for a Pinot's Palette Studio to be developed. Other than the Area Development Fee, 
the following estimated initial investment expenditures will apply, subject to potential increases over time 
and other changes in circumstances. If you sign a Area Development Agreement, your professional fees, 
such as in the category of legal and financial, may be higher and cannot be predicted by us. 

2. Franchise Fee, Area Development Fee and Artist Training Fee - The Franchise Fee shown in 
the chart above is uniform for all franchisees and the same for each Franchised Studio opened. If you 

FDD-Pinofs Palelie-2014vt 15 



sign an Area Deveiopment Agreement, yon wili have to pay an Area Development Fee, whieh is 
described inltem5. Aportionof the Area Development Fee will be credited against tbeFranehiseFee 
For theFranchisedStndioto be developed in order to satisfy the Development Schedule Inaddition to 
theFranchiseFeeand AreaDevelopmentFee,yonmnstpay nsanArtistTrainingFeeof $500perday, 
plus all out ofpocket costs and expenses associated with this training, including lodging. Food a 
arrangements,lbrwbicb we w^illprovide an artist trainer whowill provide onsite initial a r t i s t e 
all artists you bave hired to perform classes for the Francbised Studio. Currently,our initial artist trainers 
willconductaminimum of l^hours of trainingoveraperiodof Ibur days. Tbeamount shown inthe 
chart above assumes that we willprovide an artisttrainerforaperiod of four days. TheFranchiseFee, 
AreaDevelopment Fee and ArtistTrainingFee^as described below) are non-refundable Seeltem^tbr 
furtherdetailsregardingtheFranchiseFee,AreaDevelopmentFeeand ArtistTrainingFee Seeltem 11 
under theheading"Training" lor additional information regarding the ArtistTrainingFee Wedonot 
provide financing for any ofthese fees. 

3. business Licensed and Permits^These are general estimates for permits and licensing that may 
be requiredbylocaland state governments. Local,municipal,county andstateregulationsvaryon the 
licenses andpermitsyou will need to operate a Finot's Falette Studio. You will pay these fees to 
governmental authorities hefore starting business. You are solely responsible for obtaining all appropriate 
licenses and permits You will be required to obtain all necessary and applicable alcoholic beverage 
permitting and licensing or any other pernutting or licensm^ 
consume) their own beer, wine or spirits to the Franchised Studio In the event such licensing or 
permitting is not available in your iurisdiction, in the alternative we will require you to obtain all 
necessary and applicable alcoholic beverage permitting and licensing to offer beer,wine and s p i r i t s ^ 
saleand consumption atthe Franchised Studio. You are responsible for complying with any federal, 
state,county,municipal,orotherlocal lawsand regulations relating to thesaleand/orconsumption of 
alcohol and liquor that may applyto yourfranchised Studio 

4. Leasehold Imnrovements You will needtoemployaqualified licensedgeneral contractor to 
constructtheimprovementsto,or"buildout,"the premises who is acceptable tons. Our estimates are 
basedon theassumptionthatthelocation is inaretail strip or inline shoppingcenter approximately 
1,300 to2,500 squarefeet, and that your lessor willprovidcashell space that includes, ataminimum,a 
levelconcretefioorsuitablelbr floor covering,demisi 
bathroomfacilities, and water and plumbing suitablefbraretailbusiness. Among other things,you will 
probably needto arrange tbr thefollowing items tomeetourstandardplansandspecifications: proper 
wiring and plumbing, floor covering, wall covering, partitions, lighting and fixtures, storefront 
modifications, painting, cahinetry, and the like. Costs will vary depending upon various factors, 
including: the geographic location ofyour business^ the size ofthe premises^ the availability and cost of 
labor and materials: andthe condition of the premises and the workthatthelessorwilldo asaresult of 
the lease negotiations. Lessors may,instead of constructing or installing some ofthe improvements itself, 
provideyouwithcreditstowardsyourfuture rent payments and/oratenant improvement allowance Our 
estimates do not account for any rental credits or tenant improvement allowance 

5. Fixture^Fnrnishings^ E^ninment^Asdescribedinltem8,you must purchase allfixtures, 
furnishings, equipment, signage and supplies tbat we specify as required for a Finot's Falette Studio 
^ r ^ ^ ^ ^ ^ ^ ^ ^ ^ ^ This estimate includes fixtures and equipment required for a 
FinofsFaletteStudio,mcluding(withoutlimitation)acustomreccptiondesk, icemachine,dishwasher, 
lightings audio/videoequipmen4 among other fixtures, furnishings and equipment, including smal̂  
This estimatealso includes the cost ofyour office furniture, filingcabinetand miscellaneous office 
supplies, and equipment. This estimate also includes the costs fbr interior and exterior signage 
The cost of signage may vary significantlydependingonthelocation of your FranchisedStudio, market 
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commons and local code^ In some instances the nsc of a d ^ 

with our prior written approval The costsof optional items arc not included in thclinc Item total ah^^ 

^ Computer Systcm^As described in Itc^^ 

purchase or lease specified computers and related hardware necessary to operate the franchised Stud^ 
from our affiiiatc^PASS. The estimate includes the costs ^r thc items that wc currently require. Wemay 
periodically rcquircfranchisccsto ^ 
rcquircyoutouscccrtain software, hardware and/or support scrviccsinconncction with the operation of 
the Tranchised Studio Wc provide proprietary cloud, mobile and desktop based software for 
management of your Pinot's Palette Stud^ ^ 
Itcmliundcr the heading "ComputcrSystcm^f^r additional information. 
^ Architcct/EnginccrmgPccs^Wcwill provide you or the approved design firm and/orarch^ 
withourprototypcplansandspccifications for the construction ofaPinot 's Palette 
exterior and intcriordesign and layont,fixturcs, equipment, furnishings, and signs. You mustfnrca 
qualified and licensed architect and engineer to prepare all required construction plans and specifications 
to suit the shape and dimensions ofthe site. You must pay us $400 for which we will have our architect 
consultant provide you witb prototype drawings specific to yourApproved Location that your archite^^ 
will use for the preparation of construction drawings You will be limited to three revisions of these 
prototype drawingsprepared by our architect consultant. Wehavetheright to designate one or more 
suppliers ofdesignand/or architecture servicestoperformthese services for our system. During any 
period that we have designatedadesign or architecture firm prior to the time you begin to develop you^ 
franchisedStudio,younmst employ the designated supplier to prepare aildesignsandplansfor the 
Tranchised Studio if we have not designated suppliers for design and architecture servicesfor your 
geographicarea,you must locateandempioyaqualifiedarchitectandengineerwhoare licensed in your 
jurisdiction and who are reputable and experienced inproviding design and architecture services You 
will be responsible Ibr paying f^r all design and architecture services (with our approval as 
below under theheading "Construction and Layout ofStudio"). You are also responsible for compliance 
withall local and other requirementsrelatingto the plans, including forexample, zoning, code,and 
compliance with the Americans with Disabilities Act. Asdescribedmltemll,wemayfromtimetotime 
develop or approve variations with respect to our prototype locations and plans. 

^ Rent, Security Deposits and LltihtyDeposits^lfyou do not ownalocation for y 
Studio,you must purchase or leaseaspace Locations for Pinot's Palette Studios will typically need 
approximatelyl,300 to 2,500 square feet The estimate in the chart above includes your first month'srent 
payment, security deposits and utility deposits (for example, telephone,elec^^ Wehave 
assumed the security deposit to your landlord will equal one month's rent, although this may vary from 
landlord to landlord. Theestimatesassumethatrentcommences upon the Pranchised Studio'sopening. 
You, however,will need to leaseaspaceinadvance to build-out tbe Pranchised Studio However, you 
may attempt to negotiate an abatement from tbe lessor fbr this period 

We anticipate that Pinot's Palette Studios will typically be located in retail strip or in line 
shopping centers in high traffic urban and suburban areas, preferably near large resident 
office buildings and other commercial areas Rent varies considerably from market to market, and from 
location to location within each market. Rents may vary beyond the range that ŵ e have provided, based 
on factors such as market conditions in the relevant area, the type and nature ofimprovements needed to 
the premises,the size ofthe site for the Pranchised Studio, the terms ofthe lease, the desira^^ 
location, and your ability to negotiate witb your lessor 

The estimates assume that you will lease the premises for your Pranchised Studio and, therefore, 
do not include costs related to the purchase ofland or the construction ofany buildings. If you decide to 
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p ^ h ^ ^ p r o p ^ ^ ^ 
cannot e^imate 

^ F r o ^ i o n a l F c ^ ^ T h c estimate assumes that von willcm^^ 
yonr icascfortbc Franchise Stndioprcmiscs. luaddition,yonmay choosctocmployanattorncy, 
accountant, and other consultants to help yon evaluate onr franchise o f ^ 
new business, and in ohtainmg all required permits andllccnscs to cstahh^^^ 
Studio In addition,you may also Ibrmacorporation or other entity to operate the business. Your actual 
costs may vary substantially,lbr example, depending on the degree to which you rely upon you^ 
and upon the licensing requirements that may apply to yourfranchised Studio. 

1^ Insurance Dcposit^Thccstimatcrcorcscntsan initial deposit forthccovcragcncccssary to 
operate the business and represents approximately three months of coverage. Insurance costs will vary 
depending upon factors such as the size and location of the franchised Studio. Your obligations with 
rcspccttoinsuranccarcmorc fully described in ltcm8 

11̂  Initial Inventory n f A r t and General Snpnhes These expenses include an initial inve^^ 
art supplies, as well as general supplies You will need to replenish your initial inventory on an as needed 
hasis as supplies arc used fhc amount and cost of your initial and subsequent orders for all of these 
items will vary depending on various factors, including the size and anticipated volume ofyour 
franchised Studio'ssalcs and the frequency ofyour orders 

1^ TrainingExncnses You will incur expenses associated with our training program for tbis 
trainingprogram, we provide instructors and instructional materials atno charge for up to t h r e e s 
persons, but you must pay for transportation, lodging, meals, wages, and worker's compensation 
insurance (if you send any employees) fbr your trainees. As to the amounts shown, the low end of the 
estimate assumes that the trainees are within driving distance to the training l o c a ^ ^ 
assumes that other travel will be needed, and includes travel expenses, although these may vary 
significantly depending upon factors such as the distance traveled and mode oftranspo^^ Your costs 
w d̂l also vary depending on the nature and style ofaccommodations, and the number ofpersons who will 
attend training See Itemllunder the heading "Training" for additional details regarding the prog^^ 
Ifyouarenotproficient in the Microsoft OfficeSuitesoftware(includingMicrosoft Word, Excel, 
PowerPoint and Outlook) and the QuickB^^ 
us, and at your expense, to obtain proficiency in such software 

1̂  Grand Opening Advertising^This advertising and m 
initial awareness and momentum for your new franchised Studio You must spcndaminimum$10,000 
on this advertising. Additional details regarding advertising and promotion canbefoundinl tem 11, 
underthe heading"Advertising." 

1̂  Additional P u n d s ^ Y o u w i l l n e e d a d d i t i o n a l c ^ p i ^ l t o ^ n p p o ^ o ^ ^ ^ ^ ^ ^ 
payroll, rent and utilities, to the extent that these costs arc not covered by sales revenue. New businesses 
ottengenerateanegative cashflow We estimate that the amount shownin the chart above willbe 
sufficient to cover on-going expenses for the start-up phase or initial period of the business,whic^ 
calculate to be three months Such amounts are the minimum recommended levels and are only 

estimates There is no assurance that additional working capital will not be necessa^ during this m̂ ^̂  
period or after. Your actual costs may vary considerably, depending, lor example, on factors such as: 
local economic conditions^ the local market for our product and serviced the prevailing wage ratê  
competitions the sales level achieved during the initial period ofoperations andyou^ 
trainingexperience, skill, and businessacumen. Youshould review these figures carefully witha 
business advisor before making any decision to purchase the franchise You should take into account the 
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cash outlays and probable losses that you may incur while you are trying to get established. The 
disclosure laws require us to include this estimate o fa l l costs and expenses to operate your franchise 
during the "initial period" of your business, which is defined as three months or a longer period if 
"reasonable for the industry." We are not aware of any established longer "reasonable period" for our 
industry, so our disclosures cover a three month period. 

Estimated Initial Investment for Your Franchised Mobile Studio 

: Type of 
• Expenditure 
\ . (Note 1) 

Amount Method of 
Payment 

When ; 
Due 

To Whom 
Payment is to 

be Made 
Initial Franchise 
Fee 
(Note 2) 

$5,000 to $7,500 Lump sum When you sign 
the Franchise 
Agreement 

Us 

Business Licenses 
& Permits 

$0 to $2,000 As arranged As incurred Local and other 
state 
government 
agencies 

Initial Inventory 
of Equipment and 
Supplies 
(Note 3) 

$2,500 to $4,500 As arranged As incurred Us and 
Approved 
Suppliers 

Computer and 
Point of Sale 
System 
(Note 4) 

$0 to $500 As arranged As incurred Us and 
Approved 
Suppliers 

Rent and Security-
Deposits 
(Note 5) 

$0 to $200 As arranged As arranged Lessor, Utility 
companies 

Additional 
Insurance Deposit 

$0 to $500 As arranged As arranged Insurance 
providers 

Training Expenses $0 to $2,000 As arranged Payment terms 
arranged with 
suppliers and 
your employees 

Us, Suppliers 
and your 
employees 

Vehicle 
(Note 6) 

$0 to SI,000 As arranged As needed Suppliers 

Vehicle Signage 
(Note (7) 

$3,500 to $4,500 As arranged As needed Suppliers 

Grand Opening 
Advertising 
(Note 8) 

$5,000 to $10,000 As arranged As arranged Suppliers 

Additional Funds 
(for the initial 3 
months of 
operations) 
(Note 9) 

$0 to $3,300 As arranged As needed Us and/or 
affiliates, 
Suppliers, 
employees and 
other creditors 

KDD-Pinofs Paletle^OUvl 19 



Type of 
Expenditure 

, (Note 1) 

Amount Method of / 
Payment 

When 
Due 

To Whom 
Payment is to 

be Made 

T O T A L 
ESTIMATED 
INITIAL 
INVESTMENT 

$16,000 to $36,000 

Explanatory Notes to the above Item 7 Table: 

1. General - See Note I above with respect to expenses related to the establishment of a single 
Pinot's Palette Studio. You may only operate a Franchised Mobile Studio in connection with your 
Franchised Studio. All fees and amounts that you must pay to us are non-refundable. 

2. Mobile Studio Franchise Fee - At your option, you may enter into an addendum to the 
Franchise Agreement which will grant you the right to operate a Franchised Mobile Studio in connection 
with the Franchised Studio at customer residences, places of business, or other suitable off-site venues. 
When you sign this addendum to the Franchise Agreement, you must pay us a Mobile Studio Franchise 
Fee of $7,500. You may operate a maximum of two Mobile Studio Vehicles in connection with the 
Franchised Studio, subject to the payment of a Mobile Studio Franchise Fee and the execution of a 
Franchise Agreement addendum for each Mobile Studio Vehicle, When franchisees choose to sign the 
Franchise Agreement addendum to operate a Franchised Mobile Studio at the same time as signing the 
Franchise Agreement to operate a Pinot's Palette Studio, the Mobile Studio Franchise Fee will be reduced 
to $5,000. Iffranchisees choose to sign two Franchise Agreement addendum for the maximum operation 
of two Mobile Studio Vehicles at the same time as signing the Franchise Agreement to operate a Pinot's 
Palette Studio, the Mobile Studio Franchise Fee for the second Mobile Studio Vehicle will be reduced to 
$2,500. If franchisees choose to delay the signing of the Franchise Agreement addendum to operate a 
Franchised Mobile Studio until after such date, they must pay the full $7,500 Mobile Studio Franchise 
Fee for each Mobile Studio Vehicle. 

3. Equipment and Supplies - As described in Item 8, you must purchase all equipment and 
supplies that we specify as required for a Franchised Mobile Studio. This estimate includes the initial 
inventory of tables, chairs, audio and video equipment, canvases, paint brushes, paint, among other items. 
The costs of optional items are not included in the line item total above. 

4. Computer System - You may purchase, at your option, a smart phone or other mobile device 
and applications to process credit card payments off-site and for other purposes. 

5. Rent and Security Deposits - If you do not own a facility to store the equipment and supplies 
for your Franchised Mobile Studio, you may need to rent a storage facility. This estimate includes the 
initial cost of renting such storage facility. 

6. Franchised Mobile Studio Vehicle - Prior to commencing operations of your Franchised Mobile 
Studio, you must purchase or lease (or have purchased or teased) a Mobile Studio Vehicle. This estimate 
includes only your down payment to purchase or lease for one such vehicle. Fach Mobile Studio Vehicle 
shall be ofthe make and model specified and/or approved by us, and be fully equipped and affixed with 
signage in complete compliance with our standards and specifications, as set forth in the Manuals or 
otherwise in writing. Our current specifications require that your Mobile Studio Vehicle be a cargo van 
capable of seating five passengers, with a cargo area that is eight feet deep, four feet tall and five feet 
wide. We have approved the Ford E-2500 Extended Cab van as an approved make and model. You must 
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mamtamasuAab^ p l a c e d 
a n d m a i m a m ^ e M o b d e S t ^ 
appea^n^ You mus4^your expense r e m a n d ^ a c e d e c ^ 
SmdioYehic^^ as nectary to m a m ^ m i t m ^ ^ You must rep^e the 
Mobile StudioYehiele^as we direet^mour sole diseretioi^^ 
aud umehable Youmust maiutam all permits, fieeuses aud oertlfieatlous required for the lawful 
operation of the MohileStudioVeluele(s^ licenses, aud 
certifications have heen obtained You may operate a maximum of two Mobile Studio Vehicles in 
connection with the franchised Mobile 
andtheexecutionofafrancbise Agreement addendum for each Mobile StudioVehicle 

^ YehiclcSignage Thisestimate inciudesthesignage wrap werequire forall MobiieStudio 
Vehicles 

^ Grand OpeningAdvertismg^Thisadvertisingand marketing promotion is intended to p r o ^ 
initial awareness and momentum for your new franchised Mobile Studio. Youmustspendaminimumof 
$5,000 on this advertising. Additional details regarding advertising and promotion can be Ibund in Item 
11, under the heading^Advertising " 

^ AdditinnalFnnds^SeeNotet^above with respect to expenses related to the e^bli^rn^nro^^ 
single Pinot'sPalette Studio 

f f E M ^ 
RESTRICTIONS ON S O U R G E S O F P R O P U G T S A N D SERVICES 

To insure tbat the highest degree of quality and service is maintained, you must operate tbe 
franchised Studio and franclusedMobileStudioinstr^ 

specifications as we may from time to time prescribe in the Manuals or otherwise in writing 

Products and Other Purchases 

Ceneral 

All products and services sold or offered for sale at the Pranchised Studio and Pranchised Mobile 
Studio must meet our then current standards and specifications and be approved by us. You must 
purchase, install, and use all fixtures, furnishings, equipment, decor, supplies, computers and 
communications hardware and software, signs and materials as we may reasonably require in the Manuals 
or other written materials (collectively,"Studio Items") You must purchase all additional products and 
otber Studio Items solely from manufacturers, distributors, and suppliers who demonstrate to our 
continuing reasonable satisfaction the ability to meet our standards and specifications, who possess 
adequate quality controls and capacity to supply your needs promptly and reliably,and who have been 
approved by us in the Manuals or otherwise in writing. You may not purchase, offer or sell any product 
or service, or use at your Pranchised Studio or francbised Mobile Studio any product or service or Studio 
Items, that wehave not previously approved as meeting our standards and specifications Weandour 
affiliates have the right to be an approved supplier ofany Studio Item Wemay disapprove of product, 
serviee or supplier based on our desire to consolidate System purchases throughfewer suppliers Wemay 
designatea single supplier, which may be us or one of our affiliates, for any products, equipment, 
supplies, or services, in which event you must purchase such items exclusively from us, our a f f i ^ ^ 
the designated supplier. 
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Ifyou de^etopurchaseuoap^ 
are discussed b^ow) or Studio 
request to approve the proposed product, serviee or supplied together wit̂ ^ 
with our specifications as we reasouahiy require We will have rhe right to require that our 
representatives hepermitted toinspect thesuppfier's faciiifiesand that samples from thesuppher he 
dehvered for evaluation and testing either to us or to an independent testing facihty designated ĥ ^ 
Youmustpayacharge,nottoexceed the reasonable cost of the evaluation and testing. We will complete 
our review within six months i fwe do not give our written approval within this six month period,we 
will he deemed to have disapproved the proposed new supplier. We may,from time to time, revoke our 
approval of particular productsor services, Studio Items or suppliers ifwedetermine, in oursole 
discretion, that the product, service or supplier nolonger meet our standards. Uponrcceipt of written 
notice of such revocation, you must cease to sell any disapproved product or service and/or cease to 
purchase from any disapproved supplier 

Our specifications either: (Oarccontained inthe Manuals-or^wil lheprovided to you upon 
request. We, however, have no ohligation to make available to prospective suppliers the standards and 
specifications that we deem confidential. When approving suppliers, we consider whether they 
demonstrate the ability to meet our standards and specification and whether they possess adequate quality 
controlsandcapacity tosupplyyourneeds promptly and reliably. flowever,ourapprovalmay be 
withheld for any reason 

Weestimatethatyourpurchases from approved suppliers will represent approximately 60% to 
80%ofyourtotalpurchases inestablishingthefranchisedStudioand franchiscdMobileStudio,and 
approximately 60% to 80% in the continuing operation ofthe franchised Studio and f r a n c h ^ 
Studio. Wealsoestimatethatyourpurchasesthatmustconfbrm toour specifications will represent 
approximately 80% to 100% ofyour total purchases in establishing the franchised Studio an 
Mobile Studio,and approximately 80% to 100% ofyour total purchases in the continuing operation ofth^ 
franchised Studio and franchised Mobile Studio 

Wemay establish strategic alliances or preferred vendor programs with suppliers that are w^illm^ 
tosupply some products,equipment,orservicestosomeor a l l o f the Pinot's Palette Studios in our 
System Ifwe do establish those types ofalliances or programs,we may lirnit the number of approved 
suppliers with whom you may deal, we may designate sources that you must use for some or all products, 
equipment and services, and we may refuse to approve propos 
webelievethat action would notbe inthe best interestsof theSystem orthe franchised networkof 
Pmot'sPalette Studios There are currently no purchasing or distribution cooperatives in our System 

Weand/or our affiliates may receive payments or other compensation from suppliers on account 
of the suppliers'dealingsw^ith us, you,or other Pinot'sPalettc Studios in the S y s ^ ^ We may use any 
amounts that wereceive from suppliers fbrany purpose that we deem appropriate We andBor our 
affiliates may negotiate supply contracts with our suppliers under which we are able to purcha^^ 
equipment, supplies, services and other items ataprice that will benefit us and our franchisees 

Weprovidenomaterialbenefits to franchisees basedon their useofsuppliersor sources we 
approve 

With the exception of our officer'sownership interest in our affiliate,PASS, no officer ofours 
has an interest any approved supplier 

If you choose to operateafranchised Mobile Studio, prior to commencing operations you must 
purchase or lease (or have purchased or Icased^aMobileStudioVchicle Eacb Mobile StudioVehicle 
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sh^l be ofthe make and model 
signagem eompleteeomplianeewithonr standards and speetfieations, asset tbrthintheMannalsor 
otherwisemwriting Onrenrrent specifications required^ 
capable ofseating five passengers,withacargo area that is eight feet deep,fonr feet talla^^^ 
wide. Wehave approved the fordE2500 Extended Cah van as an approved make and model Yonmnst 
maintainasnitable place fbr the parking or gara^ 
andmaintain theMobileStndioVehicle(s)in accordance withonrstandardstopresentaprofessiona 
appearance. Yon mnst, at yonr expense, repair and replace dccals and signage affixedtoyonr Mobile 
StndioVehicle(s) as necessary tomaintainitinfirst class condition andrepair. Yon mnst replace the 
Mobile StndioVchicle(s), as we direct, in onr sole discretion. Yon mnst maintam allpermits, licenses 
and certifications required lor the lawful operation oftbe Mobile StndioVebicle(s), and c 
that all such permits,licenses,and certifications have been obtained You may operateamaximumoftwo 
Mobile StudioYelucles in connection withthc 

Mobile Studiofranchisefee andthe execution ofafranchise Agreement addendum foreachMobile 
StudioVehicle. 

Weadministerapaintingrewardsprogram,underwhichthe following described fee is paid to an 
artist who creates a painting that isadded to our master library of paintings franchisees may use for 
classes in their Pinot'sPalette Studio. Each time such painting is used by any Pinot's Palette Studio fora 
class, the artist receives $5. In the case that tbe artist is no longer conducting classes in our System, the 
fee is forwarded to the franchisee who'sPinot'sPalette Studio originated the painting This fee is also 
paid to an artist who createsapainting that goes into the local library ofaPinot'sPaletteStud^ 
same fashion. 

Proprietary Products 

The"ProprietaryProducts"thatareormay be offered and sold in PinofsPalette Studios are 
manufactured in accordance with our proprietary^ specifications. In order to maintain the high standards 
of quality anduniformity associated with Proprietary Products sold at all Pinot'sPaletteStudiosinthe 
System, yon must purchase Proprietary Products only from the suppliers and distributors that we 
designate in our sole discretion, and you may not offer or sell any Proprietary Products that have not been 
purchased fromusorourdesignatedsupplieratorfrom the Pranchised StudioorPranchisedMobile 
Studio Wewill have the right to periodically introduc 
Proprietary Products. 

Currently,you must purchase all ofthe following 
apparel, glassware, marketing collateral, gift certificates, easels, tables, seating, ice machine, frames, 
canvases, point ofsale computer system, and audio/video equipment, among other products and supplies. 
Wemay add ordelete Studio Items you must purchase ft^^ 
Prior to opening your Pinot'sPalette Studio, you must purchase sucb Studio Items atacost in the range of 
$10,000 to $^,000 

Por the year ending December^l,2013,total revenue ofour affiliate,PASS,from all sources ŵ as 
$56,051,ofwbicb lOO^wasreceivedfrompurchasesofStudio Items by franchisees 

Priortothefbrmationofouraffiliate,PASS,theabovedescribedStudioltems were purchased 
directly from us forthe year ending December 31, 2013, our total revenue from all sources was 
$1,205,412,ofwhich $390,653 or approximately32.41%was received from purchases ofStudio Items by 
franchisees 
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Computer System 

As described in Item II under the beading "Computer System," you mnst purchase or lease 
specified computers and related hardware necessary to operate the Franchised Studio from us. Tbe 
estimate includes the costs Ibr the items tbat we currently require. We may periodically require 
franchisees to update tbeir computer systems to our then-current standards. Werequire you to use certain 
software,hardwareand/orsupportseryicesinconnection with the operationof the franchisedStudio 
Weproyideproprietarycloud,mobile and desktop base 
Studio. Currently,sucb software is provided to you atacostof$50 per month payable to us,as described 
in Item 6. See Itemllunder the heading "ComputerSystem" for additional information. 

Insurance 

You also must obtain, before beginning any operations under the francbise Agreement, and must 
maintain inful l force and effect at alltimes during thetermof the franchise Agreement, at you^ 
expense, anmsurancepolicyorpoliciesprotectingyou,us,our affiliates, andourrespective officers, 
directors, partners, and employees The policies mustprovide protection against anydemand or claim 
relatingto personal and bodily iniury, death, or property damage, orany liability arising from your 
operation ofthe franchised Studio and franchised Mobile Studio. Required insurance willinclude, but 
notbe limited to, comprehensivegeneral liability coverage, includingemployment practicescoverage-
personal injury coverage- automobile coverage, includingunderinsuredoruninsuredcoverage^business 
interruption insurance^andproperty damage coverage. Al l policiesmust be written by aresponsible 
carrier or carriers whom we determine tobe acceptable,must name us andour affiliates as additional 
insureds, and must provide at least the types and minimum amounts of coverage specified in the 
franchise Agreement or otherwise in the Manuals Additionally, ŵ e may designate one or more 
insurance companies as the insurance carrier(s)forFmot'sFalette Studios. If we do so,wemay require 
that you obtain your insurance through tbe designated carrier(s). 

Presently werequireyoutomaintain the followingminimum insurance amounts: (I)bnilder's 
risk insurance during any periods of construction or renovation-^all risks coverage for full repair and 
replacement value of all ofthe equipment, fixtures and supplies used in your franchised Studios 
(3)worker'scompensation and employer'sliability insurance, as well as any od^er insurance required by 
law:(4)comprchensive general liability insurance withlimitsofatleast$l,000,000 per occurrence, and 
$2,000,000 general aggregate, including the following coverages: personal injury (employee and 
contractual inclusiondeleted):employment practices- products/completed operation^andtenant's legal 
liabiIity-(5)automobileliability insurance,andpropertydamageliability,includingowned,no 
and hired vehicle coverage,withatleast$l,000,000 combined single l i m i t - ( ^ l i q u o r l i a b i l ^ 
Ibrthirdparty bodily injury-andpropertydamage arisingout of the saleordi^^^ 
limits of at least $1,000,000 combined singielimit, and $1,000,000 general aggregatelimit-(7) excess 
liability coverage over general liability, automobile liability, and employer's liability, with at least 
$4,000,000 per occurrence- (8) insurance coverage required by your lease or sublease, or as wc may 
otherwise require-and (9) business interruption insurance for actual losses sustained of no less co 
than$I,000,000 per occurrence 

We do not derive revenue as a result ofour franchisees purchasing insurance coverage from 
designated carriers. We provide nomaterial benefits to franchisees based on their use ofan approved 
insurance carrier 
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Leases 

Ifyou will occupy the premises of 
executing the lease, submit the l e ^ 
withheld Youriease or sublease (or rider tothelease or sublease) must coutaiutheieaseterms aud 
conditions that we may reasonably require iuw^^ 
the franchiseagreementand tbeAreaDevelopmentAgreemeut(see Item 22) Wedo not derive 
orothermaterialconsiderationasaresultofourfranchiseesleasmgspace forthe franchised Studio. We 
provide no material benefits to franchisees for leasing any particular space for the franchised Studio. 

Design and Construction 

You musthirealicensedarchitecttoprepareall required construction plans and specifications^^ 
suit the shape and dimensions ofthe site. Wehave the right to designate one or more suppliers of design 
and/or architecture services to perform these services for our system. During any period tbat we have 
designatedadesign or architecture firm prior to the time you begin to develop your francbised Stu 
you must employ this designated supplier to prepare all designs and plans for the franchised Studio If 
we have not designated suppliers for design and architecture services for your geographic area, you must 
locate and employaqualified design consultant and architect who are licensedin your iurisdiction and 
who are reputable and experienced in providing design and architecture services, (seeltem llunderthe 
subheading"Construction and LayoutofStudio" for additional information) 

You must pay us $400 fbr which we will have our architect consultant provide you with prototype 
drawings specific to your Approved Location that your architect will use for the preparation of 
construction drawings. You will be limited to three revisions ofthese prototype drawings prepared by our 
architect consultant 

^oumustbireaqualifiedlicensedgcncral contractor, whois acceptable to us, to construct the 
franchisedStudio 

Wedo notderiverevenueorothermaterial consideration asaresult of our franchisees usinga 
designated architect or contractor Weprovidenomaterialbenefits to franchisees based on their use of 
designated architect or contractor 

Advertising 

As noted in Itemllbelow, we will have the right to rcviewand approval all marketing plans and 
promotional materials that you propose to use. You may not implement any marketing plan or use any 
promotional material without our prior written consent 

t T E M 9 
F R A N C H t S E E S D 8 L t C A T t D N S 

This table lists your principal obligations under the franchise and other agreements^ Itwdl 
help youfind more detailed information about your obligations in these agreements and in other 
items ofthis Disclosure Document. 

F O D P ^ s t ^ ^ ^ M ^ i 25 



• • > • • . " ̂  - ' • -.-̂  '' 
^ Obligation 

Section(s) in 
;v Franchise' 
" Agreement 

Section(s) in Area 
Development 
Agreement 

J Item in 
Disclosure 
Document 

(a) Site selection and acquisition / lease Section 5 3.2,3.3 and 5.1 7, 8 and 11 

(b) Pre-opening purchases/leases Section 5 3.2 and 3.3 7, 8 and 11 

(c) Site development and other 
pre-opening requirements 

Section 5 3 7, 8 and 11 

(d) Initial and ongoing training Section 6 5.5 6, 7 and 11 

(e) Opening Section 5 1.1, 3.1, 3.2, and 
Exhibit A 

7, 8 and 11 

(f) Fees Sections 4 and 13 4 and 7.4 5 and 6 

(g) Compliance with standards and 
policies/Operating Manual 

Sections 8, 10, and 
13 

5 8, 11, and 14 

(h) Trademarks and proprietary 
information 

Sections 8.8, 8.11, 
9, and 10.2 

1.4 13 and 14 

(i) Restrictions on products/services 
offered 

Sections 1.3, 8.6, 
8.7 and 8.8 

1 5, 8 and 16 

(j) Warranty and customer service 
requirements 

Sections 8.9 and 
23 

None 16 

(k) Territorial development and sales 
q uotas 

Section 1 and 
Exhibit A 

1,3.2 and 
Exhibit A 12 

(1) On-going product/service purchases Section 8 None 8 

(m) Maintenance, appearance and 
remodeling requirements 

Sections 5 and 8 None 8 

(n) Insurance Section 14 None 7 and 8 

(o) Advertising Section 13 None 6, 7, 8, and 1 1 

(p) Indemnification Section 21.4 12.4 None 

(q) Owner's participation / management 
and staffing 

Sections 8.3 and 
8.4 

5.2 15 

(r) Records/reports Section 12 5.3 and 5.4 6 

(s) Inspections/audits Section 8.10 5.4 6 and 1 1 
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Obligation 
'/ . / . ' < ..^ ^ .</ . r ' V . ;y - ' 

Section(s) in 
- Franchise 

•:' Agreement ; 

Section(s) in Area 
Development 
Agreement 

... Item in 
Disclosure 
Document 

(t) Transfer Section 15 7 17 

(u) Renewal Section 2.2 None 17 

(v) Post-termination obligations Sections 17 and 
18.3 

6.6 17 

(w) Non-competition covenants Section 18 8 17 

(x) Dispute resolution Section 27 16 17 

(y) Liquidated Damages None None 

ITEM 10 
FINANCING 

We do not offer direct or indirect financing. We do not guarantee your notes, leases or other 

obligations. 

I T E M 11 

FRANCHISOR'S ASSISTANCE, ADVERTISING, C O M P U T E R SYSTEMS AND TRAINING 

Except as listed below, we are not required to provide you with any assistance. 

Pre-opening Obligations 

Under the Franchise Agreement. Before you open your Franchised Studio: 

1. We will approve or deny your proposed site for each Franchised Studio. (Franchise 

Agreement, Section 5.1) 

2. We will provide you with our standard initial training program for up to three (3) persons 
(unless you are an Area Developer and the Franchise Agreement is for your fourth or subsequent 
Franchised Studio) including one manager. (Training is also discussed below in this Item 1 1 under the 
subheading "Training.") We will be responsible for the cost of instruction and materials. (Franchise 
Agreement, Sections 3.2, 6) 

3. We will provide you or the approved design firm and/or architect with our prototype 
plans and specifications for the construction of a Pinot's Palette Studio and for the exterior and interior 
design and layout, fixtures, equipment, furnishings, and signs. You must pay us $400 for which we will 
have our architect consultant provide you with prototype drawings specific to your Approved Location 
that your architect will use for the preparation of construction drawings. You will be limited to three 
revisions ofthese prototype drawings prepared by our architect consultant. You must hire a qualified and 
licensed architect and engineer to prepare all required construction plans and specifications to suit the 
shape and dimensions ofthe site. We have the right to designate one or more suppliers of design and/or 
architecture services to perform these services for our system. During any period that we have designated 
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a s s i g n orarchttecmre firm priorto thefimeyou begin todcvdopyour Francbised Stndio^yon mnst 
employ tbe designated snppher to prepare a^ designs and plans for tbe Franol̂ ^^ i fwe bave not 
designated suppliers for design and arebiteetnre s e r ^ 
empioyaqnalified arebiteet and engineer wbo are licensed in your inrisdiefion and wbo are repnt^^ 
experienced in providingdesignandarcbitectnre services Yon w îll beresponsible for paying For all 
design and architecture services, (witb our approval as described below under tbe beading "Constt̂ ^ 
and Layout of Studios You must also bireacontractortobuild tbe Francbised Studioin accordance 
witb tbose approved pians. You are also responsible fbr compliance witb all iocal and otber requirements 
relatingto tbcplans, includingforexample, zoning, code, and compliance witb tbe Americans witb 
Disabilities Act. (Franchise Agreement, Sections^t,53) 

4 We have the right to inspect and approve tbe Franchised Studiofbr opening before tbe 
initial opening You may not start operation ofyour Francbised Studio until receiving our approval to do 
so. (Franchise Agreement, Scction5.3, 54) 

5. Wewill provide onsite preopening and opening supervision and assistance. (Franchise 
Agreement, Section33) 

6 Wewil l lend you, for tbe durationof thefrancbise Agreement,copies of theManual 
(which is more fully describedinftemi4below) (Franchise Agreement, Sec t ions ) 

7. Wewill assistyouindevelopingaGrandOpenmgAdvertisingFrogram(whicb is more 
fullydescribed in ftem7of this Disclosure Document and in this Item under"Advertising")-y 
responsible for tbe cost ofthis program (Franchise Agreement, Sections^.6, 13.5) 

8. We will provide you a list of our then-current designated or approved suppliers 
(Franchise Agreement, Scction3.9) 

Under the Area DevelonmentAgreement: Betbre you open the Franchised Studio: 

F We will approve or deny your proposed site for each Francbised Studio (Area 
Development Agreement, Section3.2) 

2 We will provide you witb site selection guidelines, including our minimum standards for 
studio sites, and otber site selection counseling and assistance as we deem appropriate (Area 
Development Agreement, Section5.1) 

3. I fwe determine that onsite evaluation is appropriate, we will, at no charge to you, 
provideyou withsuchon^siteevaluationsas weconsideradvisableforeach Franchised Studio tobe 
developed under the Development Schedule. (Area DevelopmentAgreement,Section5.1) 

Ŵe arcnotrequiredbytheFrancbiseAgreementorArea Deveiopment Agreement to furnish any 
other serviee or assistance to you before the opening ofyour Francbised Studio 

ContmumgDbhgatmn^ 

We arerequired by theFranchise Agreement toprovidecertain assistance and service toyou. 
During the operation ofyour Franchised Studio: 
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L Wewil l condu^aswe deem a d ^ ^ 
and provide evaluationsofthe produets and services rendered atthe Franchised Stndio. (Franchise 
Agreement, S e c t i o n s 3 ^ 8 7 ^ 8 7 ^ 

2. We will make available additional training programs, as we deem appropriate. 
(FranchiseAgreement, Sections64,6.7) 

3. We will give yon periodic and continning advisory assistance as to the operation and 
promotion ofthe FranchisedStudio,as wc deem advisable (FranchiseAgreement, S e c t i o n s 

4. We will have tbe right, in our sole discretion, to establish and administer tbe System Ad 
Fund as stated in the Franchise Agreement and as described below in this Item It (Franchise 
Agreement, Section 13.2) 

Tbe Franchise Agreement does not require ns to provide any other assistance or services to yon 
during the operationof tbeFrancbised Studio. As the Area Development Agreemenrreiatestotbe 
development ofFranchised Studios, the Area Development Agreement does not require us to provide any 
other assistance or services during tbe operation ofthe Franchised Studio 

SiteSelcctmn 

Under the Franchise Agreement 

ifyou do not already possessalocation tbat we find acceptable foraFinot'sFalette Studio when 
yousignourFrancbise Agreement, wewill provide you withprocedures forlocating,evaluating,and 
obtaining our approval ofasite You will be given up to three (3) months in which to find and securea 
suitablesite(tbrougb lease or purchase) for yourFinot'sFaiette Studio within the area that we desi^^ 
as your designated site selection area. In the event you do not find and secureasuitablc site within tbis 
time frame we may terminate the Franchise Agreement and you will receive no refund ofany 
In order for us to reviewaproposcd site for approval,you must submit to usacompleted site approval 
package in a formspecified byus, which inciudesa trade area and site marketingresearch analysis 
(prepared byacompanyapprovedinadvancebyus),an option contract, letter ofintent or other evidence 
satisfactory to us tbat describes your favorable prospects f^r obtaining such site, photographs of 
demographic statistics, and other sucb other information or materials that wemay reasonably require 
(collectively, the "SAF"). Wewill bave 20 business days after wereceive tbe SAF from you to approve 
or disapprove, in our sole discretion, the proposed location for tbe Francbised Studio. You must, on terms 
that we deem acceptable, secureaieaseorabinding agreement Ibr tbe purchase oftbe approved site The 
lease or purchase agreement must be submitted to us for our approval prior to its signing Under any of 
the above circumstances, you must be opened and operating the earlier of six (6) months following ^̂ ^̂  
execution of the Franchise Agreement or three (3)months following the time you leased or acquired tbe 
ApprovedLocation In the event you do not open witlfin tbis time frame we may terminate tbeFranchise 
Agreement and you will receive no refund ofany fees paid. 

Youw^ill berequired to obtain allnecessaryandapplicablealcoholicbeveragepermitting and 
licensing or any other permitting or licensing tbat willallow your customers to brin^ 
own beer, wineor spirits to theFranchised Studio In the event such licensingor permitting is not 
available in your jurisdiction, in the alternative we will require you to obtain all 
alcoholic beverage permitting and licensing to offer beer, wine and spirits for sale and consump 
FranchisedStudio You are responsible fbr complying with any federal,state, county,municipal,or other 
local laws and regulations relating to the sale and/or consumption ofalcobol and liquor that may apply to 
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your Franchised Studio. If any such licensing or permitting is required, you will be provided an 
additional three(3)tbree months to open 

Under an Area Development Agreement 

For each proposed site fora Franchised Studio to be developed under tbe Area Development 
Agreement,you must also submit to usacompletedSAF. Wewill bave 20 business days after we receive 
the SAF from you to approve or disapprove, in our sole discretion, tbe location For tbe Franchised Studio 
You must,onterms tbat we deem acceptable, securealeaseorabinding agreement for the purchase of 
tbe approved site. 

UndertheFranchiseAgreementand Area Development Agreement, we willbe deemed tohave 
disapprovedaproposed location unlesswebaveexpresslyapproved it in writing Inapprovingalocation 
for a Franchised Studio, we consider tbe location, neighborhood, traffic patterns, visibility, parking 
facilities,size,lease, and zoning Ifyoudonotlocateandsecureanacceptablesite within tberequired 
time frames, you will be in default of your agreement w îth us for which we may terminate your 
agreement 

Under thefrancbise Agreement and Area Development Agreement,our approval (ortailure to 
disapprove)ofasite does not constitute an assurance, representation,or warranty of any kind, express or 
implied,as to the suitability of tbe site for theFranchised Studio or for any other purpose, or as t̂  
expectedlevel of sales, revenues or profits. Approvalby us of tbe site indicates only that tbe site meets 
theminimumrequirementsforaFinot'sFalette Studio location 

Construction and Layout ofStudio 

You are responsible for developing your Franchised Studio. We will provide our standardplans 
andspecificationsfbraFinot'sfaletteStudio,including interior design and layout, to you or to t̂ ^ 
firm or architect that we have designated or approved^as described below) You must pay us $400 for 
which we will have our architect consultant provide you w îth prototype drawings specific to your 
Approved Location that your architect will usefor tbe preparation ofconstruction drawings You will be 
limited to three revisions ofthese prototype drawings prepared by our architect consultant. These 
prototype drawings are not intended, witb respect to your particular location, to contain, address or 
comply with the requirements ofany federal, state or local law, code or regulation, includingthose 
concerning tbe Americans witb Disabilities Act (the " A D A " ) or similar rules governing public 
accommodations for persons with disabilities We may from time to time change our prototypesand 
plans (includingourspecificationsfor the interior and exterior appearances)ofFinot's FalettcStudios, 
anddeveloporapprovevariationsonourprototypesandplansto reflect locations withdiffering sizes, 
structural elements,yisibility and other relevant factors 

You musthireaqualifiedandlicensedarcbitectandengineerto prepare all required construction 
plans and specifications to suit the shape and dimensions oftbe site. Wcbave tbe right to designate one 
or more suppliers of design and/or architecture services to perform these services for our system. During 
anyperiodtbat webavedesignatedadesignorarcbitecturefirm prior tothe timeyoubegin to develop 
your Francbised Studio, you must employ the designated supplier to prepare all designs and plans for tbe 
FranchisedStudio. Ifwehavenotdesignatcdsuppliers fordesign andarcbitcctureservices for your 
geographic area, you must locate and employaqualified architect and engineer who are licensed inyour 
iurisdictionand who are reputable andexperienced inprovidingdesignandarcbitecturescrvices You 
will be responsible for paying for all design and architecture services 
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You will besolely respouslblefbrensurm^ withthe 
ADAaudal lo therappl ieahle^ 
lease or suhlease requirements aud restrictions ifauy You mustsubmitfinal plans and specifications to 
us for approval before construction oftbe Franchised Studio begins Our review is not designed to assess 
compliance witb federal, state or local laws and regulations and is limited to reviewofsucb plans to 
access compliance w îtb our design standards fbr Finot'sFalerteStudios,mcluding sucb items as trade 
dress, presentation of Froprietary Marks, and the provision to the potential customer of certan^ 
and services tbat are central to tbe functioning ofFinot'sFalette Studios. 

Opening ofFrancbised Studio 

Weestimate tbat tbe time period between tbe signingoftbe Franchise Agreement and tbe start of 
operations will be approximately t b r e e ^ t o s i x ^ m o n t b s Factors that may affect this time period 
include your ability to obtain financing or building permits, zoning and local ordinances, weather 
conditions, shortages, or delayed instailationofequipment, fixtures and signs Unless we agree in writing 
otberw^ise,youmustconduct tbe openingof yourfranchised Studio by t b e e a r l i e r o f s i x ^ months 
following the execution oftbe Franchise Agreementor 
acquired tbe ApprovedLocation In tbe event you do not open within this timeframe we may terminate 
tbe Franchise Agreement and you will receive no refund ofany fees paid. Ifafiquor license is required in 
order Ibr you to operate the Franchise Studio,you will be provided an additional three^tbree months t̂  
open 

Computer System 

You will need to acquire (either by purchase or lease) tbe computer hardware and software 
system (a "Computer System") tbat we may specify from time to time. (Franchise Agreement, Section 
71.) Tbe term Computer System refers to casb register or point ofsale systems, hardware, software for 
the management and operation ofthe Francbised Studio and^r reporting and sharing inf^rrnation with 
us, as well as communication systems (including modems, cables, etc.) Cur requirements may fluctuate 
as does the price and availability of new computer technology. As of the date of tbis Disclosure 
Document our requirements are describedbelow. We bavenot approved any hardware or softwarein 
placeofthesc systems and programs, although we reserve the right to do so in tbe future 

Tbe Computer System includes two desktop computers, witb tbe following minimum 
specifications: 

D Processor: Intel 
D Hard Drive: 120 CB 
D Monitor witb touch screen capabilities 
D Memory: 

D Wireless Network Adaptor for broadband internet access, along with cellular service 
D CperationSystem: MicrosoffWindows7,or more recent version 
^ Media Dr iyc :CDRCM/DVDRW 
D Ctber Items: Internet Ready Network Card, Mouse, Keyboard 
^ Software: QuickBooks Fro, Microsoft Office Suite and Internet Explorer 
^ Multi Function Printer 
^ Credit Card Processing Equipment 

You must buy yourComputer System from our affiliate,PASS. Tbe total cost fbr tbe Computer 
System is approximately $2,000 to $3,500. We may require you to purchase additional equipment 
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depending on the size ofyonr Franehised Business. Other than the Computer System, we have not 
approved any hardware or software in piaee ofthese system 
to do so in the future 

We provide proprietary eioud, mobile and desktop based software for management of your 
Pinot'sPalette Studio Sueh software is provided to you ataeostof$50 per month,as described in hem 
6 

Wewiil have independent aeeess to information generated and stored on your Computer System. 

Tbe hardware and software, other than our proprietary eloud, mobile and desktop based software, 
tbat we currently use is not proprietary to us, but is proprietary property to the vendors described ab 
and you may be required to sign a license or maintenance agreement in order to obtain and use this 
software. In tbe future,we may require you to signalicense or maintenance agreement in order to obtain 
anduseour proprietary software, recurrently donot requiretbatyoumaintaincontractsfor hardware 
and software maintenance, support and upgrade services for tbe Computer System. You will be required 
to maintainabigbspeed internet connection at all times (i.e.,Ti line, DSL,cable modem). 

Wereserve the right to change our specifications in thefuture to take advantage of technological 
advances or to adapt the system to meet operational needs and changes Wemay require you to bring any 
computer hardware and software, related peripheral equipment, communications systems into confo^^^ 
with our then-current standards for new Pinot's falette Studios. Ctber than providing you with 
information regarding our specifications and requirementsfor tbe Computer System,we are not required 
toassistyouinobtainingbardware,softwarcorrelatedservices, witb tbe exceptionof tbe software we 
provide. Wewill endeavor tokeeptbesecbanges infrequentand reasonableincost, butthe franchise 
Agreement does not imposealimit as to the number or cost of sucb changes to the ComputerSystem. 

You must provide us with access to your ComputcrSystem in the form and manner tbat we may 
request We reserve tbe right to download sales, otber data andcommunications fromyour Computer 
System. There is no contractuallimitation on our right to receive thisinformation We wiil exclusively 
ownalldataprovidedby you, downloaded fiomyourComputerSystem,andotberwise collected from 
yourComputerSystem. Wewill havetberighttousesucb data in any manner tbatwe deem appropriate 
without compensation to you. 

Wewill also havetherigbttoestablishaw-ebsiteorotberelectronic system providing private and 
secure communications^^,an extranet or intranet) betweenus,our franchisees,andother persons and 
entities tbat we determine appropriate,wbich requires you to bave high speed internet access at ailtimes 
I fwe require, you must establish and maintain access to the extranet or intranet in tbe manner ŵ e 
designate Additionally,we may from time to time prepare agreements and policies concerning tbe use of 
the intranet tbat you must acknowledge and/or sign, (franchise Agreement, Sec t ions) 

Advertising 

Recognizing tbe valueofadvertising, and tbe importanceoftbestandardization ofadvertising 
programs to tbe furtberanceof tbe goodwill and public image ofthe System, we reserve the right to 
require tbat you spendcertainamountson advertisingand promotioneacbyearduringthe term ofthe 
franchise Agreement (tbe "Advertising Obligation") The primary source of advertising will be in-
house 

We w^iildetermine what proportionof tbe AdvertisingCbligationyou must: (l)contributetoa 
fund for tbe system wide advertising, promotion and marketing of the System(tbe"System AdPund")^ 
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(2)comribme to a regional or market advertising fnnd (if one is established for yonr region (a 
"Cooperative Ad Fund")^ or(3)spend on "loeal advertising and promotion." No matter how we 
determine to split yonrAdvertising Obligation,the total amonnt yon mnst payor spend may only exee^^ 
fonrpereent (4%)of theNet Sales of yonr franehised Stndio, if the Cooperative Ad fnnd yon mnst 
eontribntetoehoosesaeontribntionthatwonl^ 
(4%) (Sect ional offranehise Agreement) Cnraffiliate-ow^nedPinot'sPaletteStndiosmay,bntare 
not obligated to, eontribnte to the System Ad fnnd or Cooperative Ad fnnd on the same basis as 
franchisees in tbe System, generaily,are required to contribute 

System Adfnnd 

for the year ending December^l,2013,tbe System Ad fnnd was spent in tbe following manner: 
20% oncreativeand advertisingcopy, 20% on search and onlineoptimization, 20% national media 
advertising, 20% national public relations, and 20% customer support and consulting. 

We (or our designee, which might be a corporate subsidiary or an advertising agency or 
consulting firm^will maintain and administer theSystem AdFund,as follows: 

(a) We(or our designee)will direct all advertising programs,witb the sole right to decide tbe 
concepts, materials,and mediausedintbeseprograms andthe placement and allocation 
of the programs Tbe System Ad fund is intended to maximize general public 
recognition, acceptance, anduse of theSystem. Neither wenorour designee wil ibe 
obligated to make expenditures fbr you that arc equivalent or proportionate to your 
contribution, or to ensure tbat any particular f r a n ^ 
expendituresbytheSystemAdfund fbere is no requirement that we spend any amount 
on advertising in yourTerritory or Development Area 

(b) TheSystem Ad fund,andall contributionstoandearnings from theSystem Ad fund, 
will be usedexclusivelytomeet tbe costs ofmarketing and anyother activitiestbatwe 
believe willenbancetbe System's imageand, in our sole discrction,promotegcneral 
public awareness of and favorable support fbrthe System. This includes, among otber 
things, the costs of preparingandconductingmediaadvertisingcampaigns- direct mail 
advertisings marketing surveys and other public relations activities^ developing and 
maintainingourWebsite(except for tbe potion, if any,specifically relating to soliciting 
franchisees)-employing advertising or public relations agencies-purchasing promotional 
items, conducting and administering visual merchandising, point of sale, and otber 
mcrchandisingprograms- andprovidingpromotionaland other marketingmaterials and 
services to tbe finot'sPalette Studios operated under theSystem. 

(c) Youmust contribute to theSystem Ad fundbyEfT(electronic funds transfer) at tbe 
same time as theRoyaltyfeeis due AllsumsyoupaytotbeSystemAd fund will be 
maintained inanaccountseparatefromour otber monies TheSystem Ad fund isnot 
and will not beourasset,and we or ourdesignee will maintain separate bookkeeping 
accounts fbr tbe System Ad fund Wewill bave the right to charge the System Ad fund 
for the reasonable administrative costs and overhead tbat we incur in activities reasonably 
related to tbe direction and implementation oftbe System Ad fund and advertising 
programs fbr you and tbe System (forexample, salaries, costs ofour personnel for 
creating and implementing, associated overhead, advertising, merchandising, promotional 
and marketing programs). The System Ad fund audits earnings will not otherwise inure 
to our benefit or be used to solicit tbe sale of franchises 
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(d) We may make available to ftanebisees, ftom time to time, marketing plans and 
promotional materials, inelnding newspaper mats, eonpons, merebandising materials, 
salesaids, point-of-pnrebase materials, special promotions, direct mail materials, and 
similar marketing and promotional materials produced ftom contributions to tbe System 
Ad Fund Additionally, we may sell sucb items to ftancbisees in tbe System at a 
reasonableprice(a5%to I0%mark-npoveronr actual costof sncftitems),andany 
proceeds ftom any tbose sales will be contributed to tbeSystemAdfund 

(e) If all oftbe money in tbeSystem Ad Fund is not used in tbe year in wbicb it is received, 
tbeseamounts will be used in tbe next fiscal year Altbougb tbe System Ad Fund is 
intended to be ofperpetual duration, we maintain tbe rigbt to terminate tbe System Ad 
Fund. Tbe System Ad Fund will notbeterminated,bowever,until all moniesin tbe 
System Ad Fund bave been spent for advertising or promotional purposes 

(f) Upon request, we will make available toyou an annual accounting oftbe System Ad 
Fund receipts and disbursements. Wedo not audit tbeSystem Ad Fund. 

CoonerativeAdFund 

Wewillbavetberigbt,aswesce fit, to establisbaCooperativc Ad Fund for your region, or we 
may approve ofaCooperativeAdFund tbat bas been organized by francbiseesinaregion Tbe purpose 
ofaCooperative Ad Fundis to conduct adve^isingcampaignsfortbcFinot'sFaletteStudioslocatedin 
tbat region. Tbe size or membersbipofacooperative sball be determined by us,onacase by case basis, 
in our sole discretion Factors we consider are demographic statistics and tbe number of Finot's Falette 
Studios operating inaparticuiar area, among otber tbings. Contributions toaCooperative Ad Fund wili 
notexceedtbetotal Advertising Obligation unless tbe Cooperative votes toexceedsucbamount. Any 
amounts paid to a Cooperative Ad Fund will count as part of your locai advertising and promotion 
requirement. As oftbe date of tbis Disclosure Document, tbere are no Cooperative Ad Funds in 
existence. 

ft a Cooperative Ad Fund for your area was establisbed before you began to operate your 
Francbised Studio, tben wben you open your Francbised Studio, you must immediately join tbat 
CooperativeAdFund IfaCooperativeAdFundfor your area is establisbed after youbeginto operate 
your Francbised Studio, tben you will bave^O days to join tbe new Cooperative AdFund An individual 
Finot'sfalette Studio wiil not be required to beamember of more tban one Cooperative Ad Fund Ifwe 
(or an affiliate^contributetoaCooperativeAdFund,we will bave tbe same voting rights for our Finot's 
Faiette Studios as do our ftancbisees witb respect to their studios. 

Tbe following provisions will apply to each Cooperative Ad Fund (ifand when organized): 

(a) Cooperative Ad Funds will be establisbed, organized, and governed in the form and 
manner tbat wehave approved in advancein writing. Tbe activities carried onbyeacb 
Cooperative Ad Fund sballbedecidedbyamajority vote of itsmembers Any Finot's 
Faiette Studiotbat weoperate in tberegionsball bave tbe same votingrights as those 
owned by franchisees FacbFinofsFalette Studio franchisee shall be entitied to cast one 
(i)votefor each Finot'sFalcttc Studio its operates tbat belongs to the Cooperative Ad 
Fund. 

(b) Cooperative Ad Funds willbe organized according towritten governing documentsfor 
tbe exclusive purpose of administering regional advertising programs and developing 
(subject to our approval)standardizedpromotionalmaterialsforusebytbemembers in 
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local adverftsmg and promofiom Such governing document arc cu^cnfiy not available 
for review 

(c) Cooperative Ad fnnds may not nsc advertising, promotional plans, or materials ^̂^̂^ 
onrpriorwrittcnapproval,asdcscribcd below nndcrtbc beading "Local Advertisingand 
PromotionB' 

(d) Yon mnst submit yonr required contribution to tbe Cooperative Adfnnd according to tbe 
schedule wcdcsignatclbrtbcCoopcrativc Ad fund At tbe same time,you will bave to 
submit tbe reports tbatwe or tbe Cooperative Ad fund require Wemay require you to 
submittbis payment by L f T o r by cbeck. Wcalso may rcquirctbatyour payments and 
reports to tbe Cooperative Ad fund be made to us tbr distribution to tbe Cooperative Ad 
fund. Tbe Cooperative sball be required to prepare annual financial statements available 
forourandmcmbcr'srcvicw. 

(c) Wc maintain tbe rigbt to terminate any Cooperative Ad fund ACoopcra t ivcAdfund 
will not be terminated, bowever, until all monies in tbat Cooperative Ad fund bave been 
expended for advertising or promotional purposes^ unless tberc arc no remaining finot's 
falcttc Studios in tbe Cooperative Ad fund, in wbicb event, wc will transfer tbe 
remaining monies to tbcSystcmAdfund. 

Local Advertising and Promotion 

Certain criteria will apply to any local advertising and promotion tbat you conduct. A l l ofyour 
local advertising and promotion must be dignified, must conform to our standards and requirements, and 
mustbcconductcdin tbe mcdia,ty^pc,andformat tbatwe bave approved You,or any Cooperative Ad 
fund, may not use any advertising or promotionalplans tbatwe bave not approvedin writing. I fyou 
wish to^uscyourownadvertising materials or promotional plans,youmust submit toussamplcsofall 
proposed plans and materials. Ifwe do not give our written approval witbinfivc days,wewill bave been 
deemed to bave disapproved tbe plans or materials 

Allcopyrigbtsinandtoadvcrtisingand promotional materials you dcvclop(or tbat arc developed 
lor you) will become our solcpropcrty Youmust sign tbcdocumcnts(and, ifncccssary,rcquircyour 
independent contractors to sign tbe documcnts^tbatwc deem necessary to implement tbis provision. (Tbe 
requirements in tbis paragraph, as well as in tbe previous paragraph, will also apply to any Cooperative 
Ad funds ) 

In addition to(and not in place of) the Advertising Cbligations,you must prepare and conducta 
grandopening advertising program(thc"Crand CpcningAdvcrtismgProgram"), inaccordance with 
ourspecifications for tbat program for both yourfinot's Palette Studioand yourfranchised Mobile 
Studio All materials used in tbe Crand Opening Advertising Program will be subject to our prior wri^^ 
approval, as described above. The Crand Opening Advertising Program is considered "local advertising 
and promotion^and istbercforc subject totbercstrictions described below Wewil l work witbyou to 
dcvclopyourCrandOpcningAdvcrtising Program for your market. 

Wc,ouraffiliatcsorapprovcdsupplicrs may periodically make available toyou, fbr purchase, 
certain advertising plans and promotional materials Ibryour use in local advertising and promotion 

As used in the franchise Agreement, the term "local advertising and promotion" refers to 
advertisingand promotion related directly to the francbised Studio, and unless otherwise specified, 
consists only ofthe direct costs ofpurchasing advertising materials (including, but not limi^^ 
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r e a d y a d v e ^ m g a n d p o i m o f ^ e m a ^ a ^ media^paoeor fime^prom^^ 
expenses r e ^ e d t o o o ^ of adverftsmg and sa^prom^^ 
ageney feesandexpenses,easb and^inkind" promotional payments to landlords, postage, shipping, 
telephone, and photocopying), and sneb other a e t i ^ 
specify. Local advertising and promotion docs not, however, include any oftbe following: salaries and 
expensesofyonremployees- charitable, political,orotbercontribntionsordonations^ and tbe valneof 
discounts given to customers 

Advisory Council 

Currently an active advisory council made up of franchisees and franchisor representatives is in 
place, franchisees will be chosen to participate in tbe council based on, in part, perlbrmance and length 
of timeintbe System. Theadvisoryconncil willact inan advisorycapacityonly and will not bave 
decision making authority. Wereserve tbe right to change or dissolve tbe formed advisorycouncil at any 
time. 

Wchsitcs 

Websites(as defined below) are considered as "advertising^under tbe franchise Agreement, and 
arc subject (among other things) to our review andprior written approvalbelbre they may beused^as 
described above). As used in the franchise Agreement, tbe term "Website" means an interactive 
electronic document, contained inanetworkof computers linked by communications software, that 
operate or authorize others to operate and that refers to ^ 
theSystem Tbe termWebsite includes,but is not limited to,Internet and World Wide Web home pages 
In connection witb any Website, the franchise Agreement provides that you may not establisbaWeb^ 
nor may you offer, promote, or sell any products or services, or make any use ofthe Proprietary Marks, 
through tbe Internet without our prior written approval Asacondition to granting any sucb consent,we 
will have the right to establish any requirement that we deem appropriate, including among otber thin^ 
requirement tbat your only presence on the Internet will be through one or more web pages tbatwe 
establish on our Website 

Training 

Before your franchised Studio opens, you must complete all ofour initial training requirem^^^ 
Unless you are an Area Developer and you are opening your fourth or subsequent franchised Studio (the 
differing requirements for Area Developers are described below) you (or, if you arc otber than an 
individual,your Designated Principal) and,if applicable,the Ceneral Managcr,and one additional trai^^ 
must attend and successfully complete, to our satisfaction, the initial training program tbat we 
location designated by us. Wewill bear the cost of all training(instruction and required materials)for the 
initial training program, except asdescribed below regardingtbe Artists Training Peeand additional 
trainingandassistance that weprovideatyour francbised Studio. You will bear all otbercxpenses 
incurredin attending training, such as tbe costs oftransportation, lodging,meals, wages, and worker's 
compensation insurance Ifyou arc an Area Developer, then by the time you are developing your fourth 
Pranchised Studio, yon must be prepared (by meeting all of our requirements) to train tbe Ceneral 
Manager and other managerial personnel for your fourth and subsequent francbised Studios. This 
requires that you have management personnel who have completed to our satisfaction our initial training 
program and wbocontinuetomeetourstandardsand requirements fbr providing tbis trainingtoother 
managers,and that you conduct tbe training of these additionalmanagers according to the programs ai^^ 
requirements tbat we specie in tbe Manuals and otber written materials Ifwe determine tbat you or your 
managersdo not meet tbeserequirements, we may require thatyour additional managersattend and 
completetbeinitial trainingprogram we providefornewfrancbisees. If we require that additionalor 
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replacemem managers attend 
diem training charges 

Yon mnst pay ns an initial ArtistTrainin^ 
expenses associated with tbis training, including lodging, tbod and travel arrangement 
provide an artist trainer who will provide on-site initial artist training to all artists yon bave bired to 
pertbrmciassesfortbe Franchised Studio.Cnrrently,onr initial artist t r a ^ 
labours of trainingovcraperiod of tbnr days TbeArtistTrainingFeeispayabletonsnpondemand^ 
after the training bas taken place, and is non refundable. 

Ifyou(ortbeDesignatedfrincipal)ortbeGenerai Manager ceaseactivecmploymentin tbe 
francbised Studio,then youmnstenrollaqualiftedreplacement(wbo must be reasonably acceptable to 
us) in our initial training program promptly following cessation of employment of said individual, 
provided tbat you may train General Managers in accordance with Section 6.3 of tbe francbise 
Agreement You must maintam a minimum of onecertifted manager in tbe francbised Studio at all 
times The replacement Designated frincipal and any required managers sball complete tbe initial 
training programassoonasispracticable,butin no event later tbananytimeperiodswespecity from 
time to time in tbe Manuals and otherwise in writing Replacements managers must be trained according 
to our standards and you may be permitted to provide sucb training directly, provided you meet our tben 
current standardsfbrquaiifyingasatrainingtacility. Wcbave tbe right to review any personnelyou 
trained and to require tbat sucb personsattend andcomplcte, to oursatisfaction, our initial training 
program 

As part of the opening ofyour francbised Studio, ŵe w îll conduct preopening training and 
openingassistance at your francbised Studio We will bear tbe costs associated witb providing tbis 
training Wewill provideoneormoreofourrepresentatives forthe purpose of facilitating tbe opening of 
yourfranchised Studio Frior tothe time ourrepresentative(s)arrivesat yourfrancbised Studio, you 
must have hired and substantially completed the training ofyour initial staff of e m p ^ During this 
pre opening training and opening assistance, our representative will assist you in establishing and 
standardizingproceduresand teebniques essential to tbeoperation o f a Finot's Faiette Studioand will 
assist in training personnel. We will not be responsiblefortrainingor offering guidance witb respect to 
compliance witb any laws,ordinanceorother legal matters f f y o u request additionai daysofonsite 
trainingorassistanceinconnection witbyouropening,orata later time, wemayebargeyouour then-
current per diemtrainingfeefor the additional training provided- and you will also bave to reimburseus 
for alloutofpocket costs andcxpenscs associated witb tbeadditionaftraining,includinglodging, food 
and travef arrangements oftbe trainers (See ltcm6regarding the costs) 

The subjects covered in tbe initial training program are described befow Initial training 
programs are scheduledthroughouttbeyearonanasneeded basis. Webavetberigbttocbangetbe 
durationandcontentofour initial trainingprogram In accordance witb Virginia law, in theevent we 
change tbe duration or content of our initial trainingprogram, we will amend our effective francbise 
registration with the State Corporation Commission ofVhginia within 30 days. 
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TRAINING P R O G R A M 
(Initial Training) 

"Y ^. \- * 

•M' Subject fi- '. 

** ' ? : . 

Hours of 
r\. Classroom >: 

Training : 

Hours of 
.# On-The-Job v 

' - Training J 
'S -f Location i ^ ' 

Mission and Values 2 Hours Affiliate-Owned 
Location in Houston, 
Texas 

Planning and Strategy 2 Hours Affiliate-Owned 
Location in Houston, 
Texas 

Jump Start Training 2 Hours Online 

Site Selection Training 4 to 6 Hours Franchisee's Territory 

Letter of Intent Training 1 Hour Online 

Website/Software 4 Hours Throughout Training Affiliate-Owned 
Location in Houston, 
Texas 

Class Training 4 Hours 10 Hours Affiliate-Owned 
Location in Houston, 
Texas 

Operations Training 2 Hours 16 Hours Affiliate-Owned 
Location in Flouston, 
Texas 

Accounting Training 4 Hours Affiliate-Owned 
Location in Houston, 
Texas 

Recruiting Training 2 Hours Affiliate-Owned 
Location in Houston, 
Texas 

Marketing Training 12 Hours Affiliate-Owned 
Location in Houston, 
Texas and Online 

Build-Out Support 8 to 16 Hours Online 

Pre-Opening Training 40 Hours Affiliate-Owned 
Location in Flouston, 
Texas 

Soft Opening Training 25 to 35 Hours Franchisee's Approved 
Location 

Ifyou are not proficient in the Microsoft Office Suite software (including Microsoft Word, Excel, 
PowerPoint and Outlook) and the QuickBooks software, you must take a course approved in advance by 
us, and at your expense, to obtain proficiency in such software. 
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Themift̂ tramm âsdesĉ  
Houston Texas. Treopemngtraimngand opening assistance w ^ also be eondneted onsite atyonr 
Tranehised Studio for a period of time as is deemed required by us Tbe initial training must be 
completed at least 30 days in advance of tbe sebeduledopeningofyourTranebised Studio 

In connection witb tbe on-site pre-opening training and opening assistance, we willprovide an 
artist trainer wbo will provide initial artist training to all artists you bave bired t o p e r s 
Francbised Studio Our artist trainers w^illconductaminimumoFI2bours of trainingoveraperiodof 
fburdays. We reservetberigbt to cbange our initial artist training program at any time, in oursole 
discretion. In accordance witbVirginialaw,in tbe event we cbangc our initial artist training program 
will amend oureffective francbise registration witb tbe State Corporation Commission o 
30 days. 

Additionally,we may require tbat you or your Designated Principal and Ceneral Manager attend 
sucb refresber courses, seminars, and otber training programs as we may require from time to time, 
provided tbat required refresber andadditional training will notexceed(a) fourdays^per trainee) eacb 
yearatourbeadquartersand/orouraffiliate-ownedstudio(s),and(b)tbreedays(pertraince)eacbyearto 
attendaconvemionfor tbe francbise system We may also offer voluntary training programs. Iftbese 
refresberandadditionaftrainingprogramsareconductedatourbeadquarters in flouston,Texas,or at our 
affiliateownedPinot'sPalctteStudio, wewil l bear tbecosts associated witb providing tbese training 
programs,not including tbe costs oftransportation,lodging,meals,wages, and worker'scompensat^ 
insurance However^ifyou request tbatwe provide any oftbis training at yourfrancbised Studio, and we 
do so,we may cbarge you our tben-current per diem training fee for tbe additional training provi^^ 
you will also bave to reimburse us for all out ofpocket costs and expenses associated witb tbe additional 
training, including lodging, food and travel arrangement oftbe trainers 

f f y o u sign tbe addendum to tbe francbise Agreement granting you tbe rigbt to operate a 
francbised Mobile Studio, we will provide you training, as determined by ns fn accordance witb 
Virginia law,in tbe event we cbange tbe duration or content of our initial training program forfrancbised 
Mobile Studios, we will amend our effective francbise registration witb tbe State Corporation 
Commission ofVirginiawitbin 30 days 

T R A I N I N C P R C C R A M 
(francbised Mobile StudioTraining) 

••' Subject • ' 

Hours of 
:„ Classroom 

Training 

Hours of 
# On-The-Job ? 

Training ', -1" Location ". 

Franchisee! Mobile Studio 
training 

2 Hours Affiliate-Owned 
Location in Houston, 
Texas 

Currently, our training staff is run by Craig Ceccanti and Charles Willis. Mr Ceccanti and Mr. 
Willis created the Pinot's Palette concept and have been operating Pinot's Palette Studios since May 
2009. We will use additional instructors on our training staff to conduct our training programs. Our 
additional instructors will generally have an estimated minimum of one year's experience in operation of 
a Pinot's Palette Studio, with strong abilities in training and development. 
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Gift Card Program 

Wemaymsfituteaprogramfbra^^ 
^og^ber "Gift Cards'^ WbentbeGift Card program is madeapart of tbe Sy^em, you n ^ 
by offeriugCiftCards toyouroustomersandbonormga^ Gift Cards preseutedtoyouaspaymeut for 
products,regardless ofwbetber tbe Cift Card was issued by you or anod^er f i^ 

Manua l 

You wift be required to eomply witb ail oftbe speeifteations, procedures,aud standards set out iu 
our Manuals Tbe table of contents to ourManuaisis contained inExbibi tE Tbere areatotalof 307 
pagesintbe Manuals. Please note tbat tbe current tableofcontents is subject to cbange. 

I T E M ^ 
T E R R t T C R Y 

Prancbise Agreement and Area Dcyciopmcnt Agreement 

TbefollowingdescribesbowTerritoriesand Dcyeiopment Areas are determined,and tbe rigbts 
tbat you and we baye under tbcPrancbise Agreement and tbe Area Deyelopment Agreement 

Under tbe francbise Agreement 

Your Prancbise Agreement w îll specify tbe site tbat will be tbe Approved Location fbr your 
francbised Studio Your Prancbise Agreement may also specify^aprotected territory ("Territory"). Tbe 
size and scope of tbeTerritorywillvary and will be determined based upon various factors sucb as (a) 
wbetber tbe Approved Location is an urban area orasuburban area: (b)tbe number of residents living in 
tbe area: and (c)tbe number of competitive studios in tbe area- among otber factors. TbeTerritoryisnot 
tbesameareaas,andwillbesmallertban,tbesiteselectionarcainwbicbyou will be looking forasite 
Ceneralfy, we will specify your Territory as a diameter of miles surrounding tbe Approved Location, 
aftbougb we may also define yourTerritory by postal ^lPcode(s),physical boundaries sucb as streets and 
bigbways, or city and county limits, recurrently utilize tbe following population densities to determine 
tbe diameter of miles IbraTerritotyA apopulationdensityof less tban 2000 would result inan 8 miie 
diameter,apopulation density of200f to 3000 woufd result ina6milediameter,apopulation density of 
3001 to 4000 would result ina^mile diameter, andapopulation density of over 4000 would result ina2 
mile diameter. Population densities are determinedusing tbe most recentcensusbureau data,as wellas 
google population data. 

As aresultofour rcservedrigbtsdescribed bclow,you will not receive an exclusive territory 
Youmay lace competition from otber ftancbisees, fromoutlets tbat we own,or fromotber channels of 
distribution or competitive brands tbat we control 

Duringtbetermoftbefranclftse Agreement, we wiflnotestabfishor operate, nor license any 
otber person to establish or operate,aPinot'sPalette Studio in tbeTerritory, except as may be permitted 
under thefrancbise Agreement andtbose exceptions are describcdbelow. Yourterritorialprotectionis 
not dependent upon acbievemcntofacertain sales volume, market penetration, or otber factors,otber than 
compliance w îtb the Prancbise Agreement. Tbere are no circumstances under wbicb the Territory may be 
modified or altered prior to expiration or termination oftbe francbise Agreement. 
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^during tbe term of tbe Franchi^ 
tbe franebised Studio is damaged or des^ 
usmwritmg tbe materials requiremorder to consider your request, m e l ^ 
proposed new location for tbe frauebised Studio aud our fee (see item 6) You must also meet certain 
otberrequirements,includingbutnotlimitedtobeingincompliance w îtb tbefranclnseAgreement, tbe 
location meets our tben current requirements for a Pinot's Palette Studio and is located witbin your 
Tcrritory,and you must sign our tbencurrent torm offrancbise Agreement Ifwe permit you to relocate, 
you will not pay a new Prancbise Pee wben you sign tbe new Prancbise Agreement (Prancbise 
Agreement, Section82i) 

You may sell products and services to retail customers and prospective retail customers wbo live 
anywberebut wbo cboose to visit your Pinot's Palette Studio. Youmay not place advertisements in 
printed media and on television and radio tbat are targeted to customers and prospective customers 
located outside of yourTerritory. You bave no options, rigbts of tirst refusal,or similar rigbts to acquire 
additional franchises. You may not sell tbe products to any business or otber customer for resale 
purposes 

Atyouroption,youmay enter intoanaddendum to tbe Prancbise Agreement wbicb w îff grant 
you tbe rigbt to operateaPrancbisedMobileStudio at customer residences,places of business,or otber 
suitable venues tbat arc off site from tbe francbised Studio You will be limited to operating tbe 
francbised Mobile Studio to witbinalOO mile radius surrounding tbe francbised Studio ( "M^ 
Territory"). TbeMobileStudioTerritory is non-exclusive, andyou may compete directly witb otber 
franchisees operating Pinot's Palette Studios and/or otber mobile Pinot's Pafette studios Unless 
expressly agreed to by us, tbefrancbised Mobile Studiocan only beoperated in connection witb tbe 
francbised Studio. YoumayoperateamaximumoftwoMobiieStudioVebiclesinconnectionw^itbtbe 
francbised Mobile Studio witbin tbe Mobile StudioTerritory. 

Neither wenor any parentoraffiliatebasestablisbed, orpresentlyintendsto establish, other 
francbised or affiliate-owned studios wbicb sell tbe products or services underadifferent trade name or 
trademark, but we reserve tbe rigbt to do so in the future,without first obtaining your consent 

Underthe Area DevelonmentAgreement 

ffyou sign an Area Development Agreement, tbe Area Development Agreement will specify tbe 
Development Area within wlftcb you may locate potential s i t e s ^ 
approval Tbe size and scope of tbe Development Area will be determined onacasebycasc basis, as we 
mutually agree upon prior to signing tbe Area Development Agreement and will be specificdin the Area 
Development Agreement. Tbe factors tbat we consider in determining tbe size ofaDevelopment Area 
include current and projected market demand, demographics and population, traffic patte^^ 
other Pinot'sPalette Studios, your financial and otber capabilities,tbe number ofPinot'sPalette Studios 
you wish to develop and our development plans During tbe term oftbe Area Development Agreement, if 
you comply witb the obligations under tbe Area Development Agreement and all of the franchise 
Agreements between you (and your affiliates) and us, we will not establish or operate, or license anyone 
otberthan you to establish or operate, a finot's Palette Studio in tbe Development Area Except as 
described below, tbere are no circumstances under wTncb the Area Development Agreement may be 
altered prior to expiration or termination oftbe Area Development Agreement. Your territorial protection 
is notdependent upon acbievementofacertainsales volume,or otber factors, otber than compliance with 
the Area Development Agreement and Development Schedule. 

If you donot comply witbadeadlineundertheDevelopmcnt Schedule (a^Missed Deadbne"), 
you will be in default under tbe Area Development Agreement Por one Missed Deadline, we will 
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provideyou witb anoppotfunity tocureyour defauftand will detcrmineand notify you o f a new 
deadline fbr tbat one Missed D e a d ^ ^ 
yon fad to eome into eomplianee by tbat new deadline, and/or upon tbe oeenrreneeofaseeond Missed 
Deadiine^we may terminate yonrArea Development Agreement, or we may eleet to take one or mo^ 
tbe following actions: (a) cease crediting tbe Area Deveiopment fees paid towards tbe francbise fees for 
tbe francbised Studios to be developed (see ftem5 
exclusivity or redncetbe scope of protections granted to yon witlftn tbe Development A r e a - ^ 
scopeoftbeDevelopment Area- (d)reducetbenumber of francbised Studios fbryoutodevelop,or 
(e)retain all Area Development fees paid to us If we elect to take one or more of tbese actions,we will 
provide written notice ofsucb action, and tbe Area Development Agreement will be amended to reflect 
tbe changes 

Pur Reserved Rigbtsnndertbe francbise Agreement and Area DevelonmentAgrcement 

UnderbotbtbefrancbiseAgreementand Area Development Agreement, we andour affiliates 
retain alltberigbts tbat we donot specifically grant toyou. Among tbe rigbts tbat weretainare tbe 
following(tbe following list is only for purposes ofillustration and is not meant t̂  

(1) We may own, acquire, establish, and/or operate and license others to establish and 
operate businesses, including Pinot's Palette Studios operating under tbe Proprietary Marks and the 
Systemat any locationoutside yourTerritory orDevelopmentArearegardless of their proximity to,or 
potential impacton, yourTerritory orDevelopmentAreaor francbised Studios. 

(2) We may own, acquire, establish, and/or operate and license others to establish and 
operate mobile Pinot'sPalette Studios offering customers artistic classes,including painting cla^^^ 
tbe opportunity to enjoy food, wine or otber beverages, under the Proprietary Marks at customer 
residences, places ofbusiness,or otber suitable venues tbat are offsite from your francbised Studio, at 
any location within or outside theTerritory or Development Area, notwithstanding their proximity 
Territory or Development Area or tbe Approved Location or tbeiractual or threatened impact on sales of 
the francbised Studio. 

(3) We may own, acquire, establish and/or operate, and license others to establish and 
operate^businesses under proprietary marks other t l ^ 
are similaror different from tbe franchised Studio, at any location within or outside theTerritory or 
Development Area, notwithstanding their proximity to tbe Territory or Development Area or tbe 
Approved Location ortbeiractualorthreatened impact on salesoftbe Pranchised Studio 

Additionally, duringthe termof your Area Development and francbise Agreement, we may 
(i) acquire one or more retail businesses tbat are tbe same as, or similar to, Pinot's Palette Studios tben 
operatingunder theSystem (eacban^Acquired Business"), wbicb may beat any location withinor 
outside tbe Territory or Development Area, notwithstanding their proximity to the Territory or 
Development Area or tbe Approved Location or tbeir actual or threatened impact on sales oftbe 
francbised Studio, and we may (ii) operate and/or license others to operate anyAcquired Business under 
itsexistingnameorasaPinot'sPaletteStudio under tbe System at any location Ifwe operate and/or 
license others to operate any Acquired Business, tben tbe following terms apply: 

(1) If you are in compliance witb your agreements witb us, then fbr anyAcquired Business 
that is both located within yourTerritory^ or Development Area and is purchased by us for operation by 
or our affiliates,wcmay,inour discretion, offer you tbe optiontopurcbaseandoperate,asaPinot's 
PalettcStudio, those Acquired Business(es) Wew^illprovideyou with written notice of our purchase of 
such Acquired Business(es), tbe terms and conditions applicable to your option to purchase sucb 
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A c q m ^ B u s i o e ^ e ^ ^ 
terms and condifions offered to you will mclud^w^^ (a) the purchase priee 
for sueh Acquired Business will he determined usingaratio equal to the sal^^ 
during the prior year, as compared to the total sales during such year ofal l Acquired Businesses that we 
purchased in the same transaction- and (h) the requirement that you enter into our then cu^ 
System franchise agreement for the Acquired Business, provided that you will not he required to pa 
initial franchisefee for an Acquired Business, i f y o u d o not elect to purchase,or fail to complete the 
purchase of, an Acquired ^usiness,we shall have the right to operate the Acquired Business ourselves,or 
through its affiliates or third party licensees or franchisees, under any trade name or trademarks includ 
the froprietary Marks. 

(2) If an Acquired Business is partof a system of retail husinesses that we acquire^an 
"Acquired System"), you will have no right to purchase, and ŵe will not he obligated to ofte^ 
option to purchase, anyAcquired Business that is operated hyalicensee or franchisee under the Acquired 
System Wemay license suchunit to he operatedunder any trade name or trademarks,including the 
froprietaryMarks, and may alsolicensetotheficensee or franchisee additional units of the Acquired 
System that the licensee or franchisee has the right to develop and operate within the Territory or 
Development Area. 

f f E M t ^ 
T R A D E M A R K S 

The franchise Agreement will grant you rights to use the Proprietary Marks in connection 
yourfranchised Studio Dur affiliate, Pinot'sPalette StudioiLLC(fbrmerly Pinot^PicassoLfC),has 
rcgisteredthefollowingtrademark, along withall requiredaffidavits,on thePrincipal Registerofthe 
UnitedStates Patent andTrademark Office: 

Proprietary Mark Registration Number Registration Date 

PINOT'S PALETTE (word mark) 3921 188 February 15, 2011 

Our affiliate, Pinot's Palette Studio 1 L L C , intends to file the following trademark registration 
applications, along with all required affidavits, on the Principal Register of the United States Patent and 
Trademark Office: 

Proprietary Mark Serial Number Filing Date Registration Date 

PAINTING IT FORWARD Pending Pending Pending 

LITTLE BRUSHES Pending Pending Pending 

Our affiliate, Pinot's Palette Studio 1 L L C , has licensed all of the Proprietary Marks to us via a 
license agreement so that we may sub-license them to our franchisees. The term of this license agreement 
is perpetual. 

There are no currently effective determinations of tbe Patent and Trademark Office, the 
Trademark Trial and Appeal Board, the Trademark Administrator ofthis state or any court. Tbere is no 
pending infringement, opposition or cancellation proceeding. There is no pending material litigation 
involving the trademarks which may be relevant to their use in this state or in anv other state. 

FDD-Pinofs Paleuc-2014v I 43 



Wedonotknowofanymftmgmg^ 
Marksintbis state or e^ewbe^ 

You must promptly notity as ofany unauthorized use 
the validity oftbe Proprietary Marks, or any eballenge to our o w n e ^ 
others to use, or your rigbt to use, tbe froprietary Marks We have the rigbt to direct and control any 
adrninistrative proceeding or btigationinvolvingtheProprietary Marks, inciuding any settiement. We 
bave tbe rigbt, but not tbe obiigation, to take action against uses by others tbat may constitute 
infringement oftbe Proprietary Marks Wewiiide^ndyouagainstanytbird party ciaim,suit or demand 
arising out ofyour use oftbe Proprietary Marks. If we determine tbat you bave used the Proprietary 
Marks in accordance witb thefrancbise Agreement,we will bear tbe cost of defense, inchiding the cost of 
anyjudgment or settlement, f fwe determine tbat you bave not used tbe Proprietary Marks in accordance 
with tbe Prancbise Agreement, you must bear the cost ofdefense, including the cost of anyjudgment or 
settiement. If tbere is any litigation due toyour use of tbeProprietaryMarks,you must execute all 
documents and do all things as may be necessary to carry out a defense or prosecution, including 
becominganominalpartytoanylegai action. Unless litigation results from your use oftbe Proprietary 
Marks inamanner inconsistent witb tbe terms of thefrancbise Agreement,wewill reimburse youfbr 
your out-of-pocket costs,except tbat you will bear tbe salary costs ofyour employees. 

Tbere are no agreements currently in effect which iimit our rights to use or license tbe use ofany 
Proprietary Mark Wereservetherigbtto substitute different^ 
Systemand businessesoperatingunder it i fwe , inour solediscretion, determine tbat substitutionof 
different marks as Proprietary^ Marks wiil be beneficial to tbe System You must promptly implement any 
substitution ofnew Proprietary Marks. 

if it becomes advisable at any time in our sole discretion for us and/or you to modify or 
discontinue tbeuse of anyProprietary Marks and/or use oneor more additionalor substitutetrade or 
service marks, you must comply witb our directions w 
notice Wewillnot be obiigatedtoreimburse you fbr anycost attributable to or associated withany 
modified or discontinued Proprietary Marks or for any expenditures you make to promotcamodified or 
substitute trademark or service mark 

f f E M t 4 
PATENTS, C O P Y R t G H T S AND P R O P R t E T A R Y t N P O R M A T I O N 

Patents 

No patents are material to tbe operation ofyour francbised Studio 

Copyrights 

We claim copyright protection covering various materials used in our business and the 
development and operation of Pinot's Palette S t u d i o s , ^ 
paintings, advertising and promotional materials, and similar materials. We have not registered all of 
tbese materials witb the United States R e g i s ^ Wcbave 
filedfbr registration and/or registered tbefollowing copyright series wft^ 
Office: 
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; Copyright ; Registration/Case Number Registration Date 

Pinot's Palette 2009 Series VA0001882394 July 8, 2013 

Pinot's Palette 2010 Series 1-960826841 Pending 

Pinot's Palette 2011 Series 1-1249053071 
Pending 

Pinot's Palette 2012 Series 1-1336154623 
Pending 

Pinot's Palette 2013 Series 1-1336154667 
Pending 

There are no currently effective determinations of the United States Copyright Office or any 
court, nor any pending litigation or other proceedings, regarding any copyrighted materials. No 
agreement limits our rights to use or allow franchisees to use the copyrighted materials. We do not know 
of any superior prior rights or infringing uses that could materially affect your use of the copyrighted 
materials. No agreement requires us to protect or defend our copyrights or to indemnify you for any 
expenses or damages you incur in any judicial or administrative proceedings involving the copyrighted 
materials. If we require, you must immediately modify or discontinue using the copyrighted materials. 
Neither we nor our affiliates will have any obligation to reimburse you for any expenditures you make 
because ofany discontinuance or modification. 

All rights, title, and interest in advertising and promotional materials that you develop or prepare 
(or that are prepared by someone on your behalf) or that bear any Proprietary Marks will belong to us. 
You must sign any documents we reasonably deem necessary to evidence our right, title, and interest in 
and to any advertising and promotional materials. We will have the right to use these materials and to 
provide them to other franchisees of the System, without compensation to you, regardless of how the 
materials were developed. Additionally, we may from time to time require that you sign a license 
agreement for Ihe use of proprietary materials that we provide to you in an electronic format. 

Confidential Information 

Except for the purpose of operating the Franchised Studio or Franchised Mobile Studio under a 
Franchise Agreement and developing Franchised Studios under an Area Development Agreement, you 
may never (during franchise Agreement's term or later) communicate, disclose, or use for any person's 
benefit any of the confidential information, knowledge, or know-how concerning the development and 
operation ofthe Franchised Studio or Franchised Mobile Studio that may be communicated to you or that 
you may learn by virtue of your operation of a Pinot's Palette Studio. You may divulge confidential 
information only to those of your employees who must have access to it in order to operate the Franchised 
Studio or Franchised Mobile Studio. Any information, knowledge, know-how, and techniques that we 
designate as confidential will be deemed "confidential" for purposes of the franchise Agreement and the 
Area Development Agreement. However, this will not include information that you can show came to 
your attention before we disclosed it to you; or that at any time became a part of the public domain, 
through publication or communication by others having the right to do so. 

In addition, we may require you, your Designated Principal, other owners, managers, and your 
employees with access to confidential information to sign confidentiality and non-competition agreements 
or obligate themselves to sucb covenants. Eacb of these covenants must provide that the person signing 
will maintain the confidentiality of information that they receive in their employment or affiliation with 
you or the Franchised Studio. These agreements must be in a form tbat we find satisfactory, and in some 

FDD-Pinot's Paleire-20l4vl 45 



cases m^ude, among otber t ^ 
tbe independent rigbt to enforce tbe covenants. Onr cnrrcnt forms of tbese agreements are incinded as 
ExbibitCto tbe francbise Agreement(wbicb is mclndedintbisDiscios^^^ 
containedinonr Manuals 

Confidential Manuals 

In order to protect onr reputation and goodwill and to maintain bigb standards of operation under 
our Proprieta^ Marks, you mnst conduct your business in accordance witb tbe Manuals We will lend 
youonesetofourManualsfortbetermoftbe francbise Agrecment^wbieb you must return tons at tbe 
expiration or termination of tbe francbise Agreement. Tbe Manuals may consist ofmultiple volumes of 
printed text,computerdisks,otber electronic stored data,videotapes, and periodicupdates or bulletins 
tbatwe issue to franchisees and otbers operatingunder tbe System You must treat tbe Manuals, all 
supplements and revisions to tbe Manuals, including bulletins and tbe information contam^^ 
confidential,andmustuscbest efforts to maintain tbis information (wbetber in written orelectronic 
format)assecretandconfidentiaf You mustnot reproducetbesematcrials^exceptfortbepartsoftbe 
Manualstbatarcmeantforyoutocopy,wbicb we will clearly mark as sucb) or otherwise make tbem 
available to any unauthorized person fbe Manuals willremain our sole property. You must keep them 
inasecure place on tbefrancbised Studio premises. 

Wc may revisetbecontentsofthe Manuals,and you mustcomply witb each neworcbanged 
standard Wewill notify^you in writing of revisions to tbe Manuals You must ensure tbat tbe Manuals 
are kept current at all times Iftbereisadisputeastotbecontentsoftbe Manuals, tbe terms oftbe master 
copies tbat we maintain at our home office will control 

f f E M t 5 
C B L I C A T t C N T C P A R T t C I P A T E IN T H E A C T U A L 

C P E R A T I C N C E T H E F R A N C H I S E BUSINESS 

If tbeDesignatcdFrincipalor your Ceneral Managerfailstosatisfactorily complete our initial 
training program or ifyour Ceneral Manager is no longer an employee, you must designateareplacement 
Designated Principal or Ceneral Manager as soon as is practical, wbo is acceptable to us and wbo 
satisfactorilycompletes our training program Wewil l requireyou toreimburseourtrainingcosts^see 
ftcms^and 11) 

Under tbe francbise Agreement, you(or,ifyou are an entity,your Designated Principal)must 
involved in tbe general oversight and management of tbe operations of tbe franchised Studio. 
Additionally,you mustdesignateeitheryourself,yourDesignatedfrincipal ( ifyou areanentity)ora 
Ceneral Manager(subject to our reasonable approval) to assume tbe full time responsibility for daily 
supervision and operation of tbefrancbised Studio Wewill bave tbe rigbt torelyupontbcDesignatcd 
frincipal and/or your Ceneral Manager to bave the responsibility and decision making authority 
regarding your business and operations 

UndertbeAreaDevelopmentAgreement,you(or,ifyouareanentity,your Designated Principal) 
must be involved in tbe general oversight and management of tbe development oftbe franchisedStudio^^ 
as well as the operations oftbe Pranchised Studios that are developed underthe Area Development 
Agreement We will bave tbe rigbt to rely upon tbe Designated Principal to bave tbe responsibility and 
decision making authority regarding your business and operations 

Under both tbe Prancbise Agreement and tbe Area Development Agreement, ifyou are otber than 
an individual, we may require tbat tbe individuals that own the franchisee entity personally sign a 
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guaranty, indemnification and acknowledgement (in the forms included as Exhibit C to the Franchise 
Agreement and Exhibit C to the Area Development Agreement), guarantying and acknowledging the 
legal cntity'scovcnants and obligations under that agreement. Additionally,your employees w îtb access 
to confidential information or wbo bave received training may be required to sign agreements to maintain 
confidentiality and not compete with businesses underthe^ 
are contained in our Manuals). See Itemsl4andf7fbrafurtber description ofthese obligations. 

f f E M ^ 
RESTRICTIONS D N W H A T T H E F R A N C H I S E E M A Y S E E E 

You may sell and provide only products and services that we bave approved in writing and which 
conform to our standards and specifications(see also Itemlahove) Wehave the rigbt,witbout limit, to 
change the types ofauthorized products and services. You must offer all products and services, including 
painting classes, tbat we approve and specify to be offered by all finot's falette Studios, unless we 
otherwise provide our written approval 

You may only self to retail customers at or from the Approved Location Ifyou wish to engage in 
off-premisesactivities,youmayapplyinwriting for our approval to do so Ifwe provide our approval, 
you may engage in tbese activities provided tbat you comply witb tbe programs, policies terms, and 
conditions tbat we may establish from time to time 

Youmustnot use tbefrancbised Studio orfranchised MobileStudiofbr any otber businessor 
operation or for any other purpose or activity at any time without first obtaining our prior written 
You must keep the francbised Studio open and in normal operation for tbe minimum hours and days as 
we may specify You must operate tbe francbised Studio and francbised Mobile Studio in strict 
conformity witb tbe methods, standards, and specifications as we prescribe in tbe Manuals or in writing 

Youmust keeptbefrancbised Studio open andinnormaloperationfor the minimum hours and 
days as we may specify. Tbe francbised Studio must be available for calls and electronic mail 
correspondenccaminimum of eight hours per day,seven days per week,and provideaminimum ofthree 
classes per week (atwo hour class onTbursdaynight,atbree hour class on Friday night, andatbree hour 
class on Saturday night) 

I T E M I N 
R E N E W A L , TERMINATION, T R A N S F E R A N D D t S F U T E R E S C E ^ T I C N 

This table lists certain important provisions nf thefrancbise andrelated agreements. Yon 
should read the^e provisions in the agreements attached to this Disclosure Document. 

T H E FRANCHISE R E E A T I D N S H I F 

Under tbe Franchise Agreement 

Provision 
.Section(s) in -

Franchise 
Agreement 

Summary 

(a) Length of the franchise term Section 2.1 10 years. 

(b) Renewal or extension of the 
term 

Section 2.2 One renewal term of 10 years. 
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Provision 
Scction(s)in 

Franchise 
Agreement 

Summary 

(c) Requiremems fbr franchisee 
forenew or extend Sec t i ons 

Notice, satisfaction ofmonetary 
obligations, compliance with 
francbise Agreement, mntnal release, 
sign newfranchise Agreement, pay 
renewal fee, and otbers; see 
Sections 2.2.1 2 2 1 0 i n francbise 
Agreement 

ffyon seek to renew your francbise at 
tbe expiration oftbe initial term or 
any renewal term, yon will be asked 
to signanewfrancbise Agreement 
tbat contains terms and conditions 
materially different from those in 
your previous francbise Agreement, 
sucb as different fee requirements and 
different territorial rigbts 

(d) Termination by franchisee None 
(e) Termination by franchisor 

witbontcanse 
None 

(f) Termination by franchisor 
witbcanse Section 16 

Default underfrancbise Agreement, 
bankruptcy, abandonment, and other 
grounds; see Section16oftbe 
franchiseAgreement Underthe 
U.S.Bankruptcy Code,we may not 
be able to terminate tbe agreement 
merely because ofabankruptcy 
filing. 

(g) "Canse^defined^defanits 
wbicb can be cnred 

Sectionsf6B^and 
164 

A l l otber defaults not specified in 
Sectionsl6 land 16.2 oftbe 
franchiseAgreement 

(h) "Cansc^defmed^non 
cmabie defaults Sections161and 

162 

Bankruptcy,abandonment, 
conviction of felony,and others; see 
Section 162oftbcfranchise 
Agreement. (Under theU.S. 
Bankruptcy Code, we may be unable 
to terminate the agreement merely 
because you makeabankruptcy 
filing.) 

(i) franchisee'sobiigationson 
termination/nonrenewal Sections 

Cease operating tbefrancbised 
Studio and francbised Mobile Studio, 
payment ofamounts due,and others; 
seeSectionl71^17.11oftbe 
franchiseAgreement 

(i) Assignment of contract by 
franchisor 

S e c t i o n a l There are no limits on our right to 
assign tbe franchise Agreement 
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Provision 
^ ^ B ^ ^ ^ ^ ^ 

Sccfion(s)in 
Franchise 

Agreement ^ 
^ Summary 

^ B ^ B ^ ^ ^ ^^BB^ B 
(k) 'Transfer by ftanchisee-

defined 
Sectionl52 Includes transferof any interest 

(1) Franchisor approval of 
transfer by franchisee S e c t i o n l ^ 

Wehave the right to approve 
transfers and can apply standards to 
determme(fbrexample)wbetbertbe 
proposed transferee meets our 
requirements foranew franchisee. 

(m) Conditions fbr franchisor 
approval oftransfer Sec t ions i^and 

154 

Release, signature of new francbise 
Agreement, payment oftransfer fee, 
and others; see Sections15.3.l^ 
15.3.1land154ofthe franchise 

Agreement 
(n) franchisor's right offirst 

refusal to acquire 
franchisee'sbusincss 

Section 15.6 Wecan match any offer 

(o) franchisor'soptionto 
purchase franchisee's 
business 

None 

(p) Death or disability of 
franchisee Sections157and 

158 

Your estate must transfer your 
interestinthe franchised Studio toa 
third pa^y we have approved, within 
ayearafterdeatborsix months after 
tbe onset of disability. 

(q) Non-competition covenants 
during the term oftbe 
ftanchise 

Sectionsl82and 
185 

Includes prohibition on engaging in 
any other business of fering similar 
products, and soliciting or diverting 
customers to otber businesses, and 
others; see Section l82of tbe 
franchiseAgreement. 

(r) Non-competition covenants 
after the franchise is 
terminated or expires 

Sections18.3and 
185 

fncludesatwo year prohibition 
similar to "q"(above),atthe 
Approved Location, or within 25 
milesoftbe francbised Studio or any 
otberPinot'sfalette Studio in 
operation or under construction on 
the eflective date oftermination or 
expiration located anywhere 

(s) Modification oftbe 
agreement 

Sections Must be in writing signed by both 
parties. 
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• 
Scction(s) in 

f™"^™/ 
Agreement 

^ * *^ * * 
Summary, 

- .'1 L ^t . ; / -
(t) integration/merger clause Section 25 Only tbe terms of the Franchise 

Agreement and other related written 
agreements are binding (subject to 
state law). Any representation or 
promises outside of the Disclosure 
Document and Franchise Agreement 
may not be enforceable. Nothing in 
Section 25 is intended to disclaim any 
of the information contained in this 
Disclosure Document or its 
attachments or exhibits. 

(u) Dispute resolution by 
arbitration or mediation Section 27.2 and 27.3 

Except for certain claims, we and you 
must first mediate, and if 
unsuccessful arbitrate, all disputes at 
a location within 5 miles ofour then 
current principal place ofbusiness. 
(Currently in Houston, Texas.) 

(v) Choice of forum Section 27.4 Subject to state law, all mediations, 
arbitrations and litigation proceedings 
must be conducted in the city ofour 
then current principal place of 
business. (Currently in Houston, 
Texas.) See applicable Addendum in 
Exhibit B of this Disclosure 
Document. 

(w) Choice oflaw Section 27.1 Subject to state law, Texas. See 
applicable Addendum in Exhibit B of 
this Disclosure Document. 

Under the Area Develooment Agreement 

, \ " • . 
Provision ; ; s , 

- . • 

• Scction(s) in 
: Area Development 

Agreement 

\ ' -
v Summary ^ . 

' . " 
(a) Length ofthe franchise term Section 2 and 

Exhibit A 
Last date in Development Schedule 

(b) Renewal or extension ofthe 
term None 

(c) Requirements for area 
developer to renew or extend None 

(d) Termination by area 
developer 

None 

(e) Termination by franchisor 
without cause 

None 

(0 Termination by franchisor 
with cause 

Section 6 We can terminate ifyou default. 
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Provision 

Section(s)in 
Area Development 

Agreement 
Summary 

(g) "Caused defined^curable 
defaufts 

Sections63and64 
Al l other defaults not specifiedin 
S e c t i o n s ^ l a n d ^ o f A r e a 
Development Agreement. 

(b) "Cause" defined^non 
eurabledefaufts Sections 6.Iand62 

Bankruptcy^terminationofany 
individual francbise Agreement fbra 
francbised Studio operated by you or 
apcrson or entity affiliated with you, 
conviction of felony,and improper 
transfer 

(i) Areadevelope^sobbgafious 
ontermiuafion/noorenewal Section66 

Cease establishing or operating 
francbised Studios under tbe System 
for wbicb francbise Agreements have 
not been signed at tbe time of 
termination and compliance witb 
covenants 

(^ Assignment of eomraet by 
ftanebisor Section^i 

Tbere are no limits on our rigbt to 
assign tbe Area Development 
Agreement 

(k) "Transfer" by area developer 
^defined Section7^ 

fncludesatransferofan interest in 
tbe Area Development Agreement, 
developer entity,or any material asset 
ofyour business 

(i) franchisor approval of 
transfer by area developer Sec t ions 

Wehave the rigbt to approve 
transfers 

(m) Conditions lor banebisor's 
approval of transfer Sections72and73 

Any oftbe conditions for transfer 
described in tbe francbise Agreement 
executed pursuant to tbe Area 
Development Agreement tbat we 
deem applicable, and simultaneous 
transfer offrancbise Agreements 
executed pursuant to the Area 
Development Agreement. 

(n) franebisor'srigbt of first 
refusal to acquire area 
developer'sbusiness 

None 

(o) francbisor^soptionto 
purchase area developer's 
business 

None 

(p) Dcatb or disability of area 
developer 

None 

(q) Non competition covenants 
during tbe term oftbe 
franchise 

Sec t i ons 
Includes prohibition on engaging in 
any other business offering similar 
products, and soliciting or diverting 
customers to otber businesses 
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Provision 

. Section(s) in 
Area Development 

Agreement 
Summary 

.(r) Non-competition covenants 
after the franchise is 
terminated or expires 

Section 8.3 
Includes a two year prohibition 
similar to "q" (above), within the 
Development Area, or within 25 
miles of any Pinot's Palette Studio in 
operation or under construction on 
tbe effective date of termination or 
expiration located anywhere. 

(s) Modification of the 
agreement 

Section 15 Must be in writing signed by both 
parties. 

(t) Integration/merger clause 
Section 15 

Only the terms ofthe Area 
Development Agreement and other 
related written agreements are 
binding (subject to state law). Any 
representation or promises outside of 
the Disclosure Document and Area 
Development Agreement may not be 
enforceable. Nothing in Section 15 is 
intended to disclaim any of the 
information contained in this 
Disclosure Document or its 
attachments or exhibits. 

(u) Dispute resolution by-
arbitration or mediation Section 16.2 and 16.3 

Except for certain claims, we and you 
must first mediate, and if 
unsuccessful arbitrate, all disputes at 
a location within 5 miles ofour then 
current principal place ofbusiness. 
(Currently in Houston, Texas.) 

(v) Choice of forum 
Section 16.4 

Subject to state law, all mediations, 
arbitrations and litigation proceedings 
must be conducted in the city ofour 
then current principal place of 
business. (Currently in Houston, 
Texas.) 

(w) Choice of law Section 16.1 Subject to state law, Texas. 

See Exhibit B, the State Specific Addendum, for special state disclosures. 

I T E M 18 
PUBLIC FIGURES 

We do not use any public figure to promote our franchise. 
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I T E M ^ 
F INANCIAL P E R F O R M A N C E REPRESENTATIONS 

Tbe FTC's Francbise Rnie permits a Francbise to provide information abont tbe aetnal or 
potentiaifinaneialperFormaneeofitsfranebiseda^^ 
basis tbr tbe information, and if tbe information is inelnded intbe Disoiosnre Ooenment Finaneiai 
performance information tbat differs from tbat ineinded in ftem i9may be given oniy iT O^francbisor 
provides tbe actnai records of an existing ontiet yon are considering buying; or (2)a franchisor 
supplements tbe information provided in tbis Item 19, for example, by providing information about 
possible performance ataparticular location or under particular circumstances 

Tbe following figures relate to tbe actual average Net Sales acbieved by all affiliate-owned and 
francbisee-ownedFinot'sFaletteStudios tbat were opened and operatedfor tbe full twelve montb period 
from January l ,20f3toDecember3l ,20l3 Net Sales is defined as all revenue related to tbe Finot's 
Falette Studio, excluding customer refunds and sales taxes collected and remitted to tbe proper 
autborities Tbe units included in below averages bave sold tbe reported amounts. Your individual results 
may differ Tbere is no assurance you will self as mucb. You sbould conduct an independent 
investigation of tbe costs and expenses you will incur in operating your Finofs Falette Studio. 
Francbisees or former francbisees, if any,listedintbisOisclosureDocument, may be one source of tbis 
information 

Webavecompiledtbefbllowinginfbrmationfrom tbe internal,unaudited financial statements o^ 
ouraffiliatesfortbeperiod indicated,and from salesreports provided by our francbisees fortbesame 
period Tbe figures related to our affiliates'results were not obtainedfromfinancial statements prepared 
in accordancewitbCenerallyAcceptedAccountingFrinciples(CAAF),butarebelievedto be reliable 
Tbe figures related to our franchisees' results were obtained from sales reports provided by our 
francbisees, and bave not been verified beyond receipt of sucb reports Written substantiation oftbe data 
used in preparing tbe below figures will be made available to you upon reasonable request. TbeFinot's 
Falette Studios reported below offer substantially tbe same products and services to the public as you will 
asafrancbisecoperatingafranchisedunit. 

There werel^FinofsFalctte Studios open tbe entire 20l3year Tbe following tables represents 
theaverage Net Sales for the^best performing studios(top 23%), tbe average Net Sales for the^best 
perfbrmingstudios(top54%)and tbe overall average Net Sales for all l3studios reported: 

Table! 

Average Net Saies fortbe ^ Rest Performing Studios 
Open for EntireYear of 2013 Average 

Number /% of 
Units Above . 

Average 

Net Sales $419,308 2/67% 
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Table 2 

Table 3 

i 

Average Net Sales for the 7 Best P e i ^ i ming StuUiosi. 
Opcii for Entire Year of 2013 ' , Average 

Number / % of 
Units Above, 

Average 

Net Sales $336,343 3/43% 

' ' ^ * 1 < , ^ e ' ^ . . 
Average Net Sales for all 13 Studios 

, Open for Entire Year of 2013 ^Average 

NUIHIHT/ % nf 

Units Above 
Average \ 

Net Sales $267,938 5/38% 

Other than the preceding financial performance representation, we do not make any 
representations about a franchisee's future financial performance or the past financial performance of 
company-owned or franchised outlets. We also do not authorize our employees or representatives to 
make any such representations either orally or in writing. If you are purchasing an existing outlet, 
however, we may provide you with the actual records of that outlet. Ifyou receive any other financial 
performance information or projections of your future income, you should report it to the franchisor's 
management by contacting Craig Ceccanti, Pinot's Palette Franchise L L C , 10333 Harwin Drive, Suite 
580, Houston, Texas 77036, (713) 777-51 12, the Federal Trade Commission, and the appropriate state 
regulatory agencies. . 
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I T E M 20 
OUTLETS AND F R A N C H I S E E I N F O R M A T I O N 

Table No. 1 
Systemwide Outlet Summary 

For years 2011, 2012, and 2013 

Outlet Type f Year C 
Outlets af the 
Start of the 

Year 

Outlets at the 
End of the Year 

,*VS"-'' 

"f'- Net Change 

2011 1 2 + 1 

Franchised 2012 2 10 +8 

2013 10 29 + 19 

201 1 2 2 0 

Company-Owned or 2012 2 3 + 1 

Affiliate-Owned 2013 3 4 + 1 

2011 3 4 + 1 

Total Outlets 2012 4 13 +9 

2013 13 33 +20 

Table No. 2 
Transfers of Outlets from Franchisees to New Owners (other than the Franchisor) 

For years 2011, 2012, and 2013 

State Year 
Number of / 
Transfers 

2011 0 

None 2012 0 

2013 0 

2011 0 

Total 2012 0 

2013 0 
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Table No. 3 
Status of Franchised Outlets 

For years 2011, 2012, and 2013 

State •• Year 
Outlets at 

1- Start of 
Year 

Outlets 
Opened 

Termina- 1 

tions 

- - - -
;: Non- •; 

Renewals 

Reacquired 

-
Franchisor 

Ceased 
Operations -

Other Reasons 

Outlets at ' 
End of the . 

Year 

2011 0 0 0 0 0 0 0 

Arizona 2012 0 0 0 0 0 0 0 

2013 0 1 0 0 0 0 1 

2011 0 0 0 0 0 0 0 

Arkansas 2012 0 0 0 0 0 0 0 

2013 0 1 0 0 0 0 1 

201 1 0 0 0 0 0 0 0 

California 2012 0 0 0 0 0 0 0 

2013 0 2 0 0 0 0 2 

201 1 0 0 0 0 0 0 0 

Colorado 2012 0 1 0 0 0 0 i 

2013 1 1 0 0 0 0 9 

201 1 0 0 0 0 0 0 0 

Connecticut 2012 0 0 0 0 0 0 0 

2013 0 1 0 0 0 0 1 

2011 0 0 0 0 0 0 0 

Florida 2012 0 0 0 0 0 0 0 

2013 0 1 0 0 0 0 I 

2011 0 0 0 0 0 0 0 

Georgia 2012 0 0 0 0 0 0 0 

2013 0 ] 0 0 0 0 1 

201 1 0 0 0 0 0 0 0 

Illinois 2012 0 0 0 0 0 0 0 

2013 0 ] 0 0 0 0 1 

201 1 0 0 0 0 0 0 0 

Kansas 2012 0 0 0 0 0 0 0 

2013 0 1 0 0 0 0 1 

2011 0 0 0 0 0 0 0 

Kentucky 2012 0 1 0 0 0 0 1 

2013 1 0 0 0 0 0 1 
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| 2011 0 0 0 0 0 0 0 

Louisiana 2012 0 0 0 0 0 0 0 

2013 0 i 0 0 0 0 i 

2011 0 0 0 0 0 0 0 

Missouri 2012 0 0 0 0 0 0 0 

2013 0 1 0 0 0 0 I 

2011 0 0 0 0 0 0 0 

New 2012 0 0 0 0 0 0 0 

Jersey 2013 0 1 0 0 0 0 1 

2011 0 0 0 0 0 0 0 

Ohio 2012 0 0 0 0 0 0 0 

2013 0 1 0 0 0 0 1 

201 1 0 0 0 0 0 0 0 

Oklahoma 2012 0 1 0 0 0 0 1 

2013 1 1 0 0 0 0 2 

2011 0 0 0 0 0 0 0 

Tennessee 2012 0 1 0 0 0 0 I 

2013 1 0 0 0 0 0 1 

2011 I 1 0 0 0 0 2 

Texas 2012 2 4 0 0 0 0 6 

2013 6 4 0 0 0 0 10 

20 i I 1 1 0 0 0 0 2 

Totals 2012 2 8 0 0 0 0 10 

2013 10 19 0 0 0 0 29 
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Table No. 4 
Status of Company-Owned or Affiliate-Owned Outlets 

For years 2011, 2012, and 2013 

if State ' Year 
Outlets at.,'' 
Start of 

Year 

( V v * ' . 
Outlets 
Opened 

. Outlets ' M# 
' Reacquired fromB 

Franchisee 

Outlets 
Closed 

' ' t^&V^.' 
Outlets Sold to 

Franchisee 

. ' 1 
..Outlets at End & 

ofthe Year 

2011 0 0 0 0 0 0 

Oklahoma 2012 0 0 0 0 0 0 

2013 0 1 0 0 0 1 

2011 2 0 0 0 0 0 

Texas 2012 2 I 0 0 0 3 

2013 3 0 0 0 0 3 

2011 2 0 0 0 0 2 

Totals 2012 2 1 0 0 0 3 

2013 3 1 0 0 0 4 
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Table No. 5 
Projected Openings as of December 31, 2013 

^ ^ ^ ^ " J s / f ' V 
j ' A ^ ^ : i^Eranchise Agreements 

Signed but Outlet,Not 
V Opened - - -

r^; / V 
* Si6*,V fv4 ^ . w f 

Projected New . 
•FrancHiscd Outlets in 

'^.the Next Fiscal Year" . 
-AA^v=*^ '^ ' ' . ' A f ^ ^ ^ . ^ : M * , * ^ . 

; .Projected New - \ 
.Cqmpa'ny-IOwncd or'V 
- Affiliate-Owned -. -
Outlets iii the Next ,\ 

, l W . n « i r 
Arizona 0 1 0 

Arkansas 0 1 0 

California . 6 8 0 

Florida 3 3 0 

Georgia 1 I 0 

Illinois 1 I 0 

Iowa 2 2 0 

Kansas 1 1 0 

Kentucky 1 1 0 

Maryland I 1 0 

Massachusetts 1 1 0 

Michigan 1 1 0 

Nebraska 2 2 0 

Nevada 2 2 0 

New York 4 4 0 

North Carolina 2 2 0 

Oklahoma 1 1 0 

Pennsylvania 2 2 0 

Tennessee 0 4 0 

Texas 2 2 0 

Washington 1 3 0 

Wisconsin 1 1 0 

Total 35 45 0 

All numbers are as of December 31 s 1 for each year. 

A list of the names of all franchisees and area developers and the addresses and telephones 
numbers oftheir franchises will be provided in Exhibit F to this Disclosure Document when applicable. 

The name, city, state and current business telephone number (or if unknown, the last known home 
telephone number) of every franchisee or area developer who bad a franchise terminated, cancelled, not 
renewed or otherwise voluntarily or involuntarily ceased to do business under the Franchise Agreement 
during the most recently completed fiscal year or who has not communicated with us within 10 weeks of 
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^ e ^ u a n c e d ^ o f ^ D i ^ 
whenappbca^ H y o u buy t h ^ f r a n c h ^ y o u r c o n t a d m ^ m a t i o n m a y b e d ^ o s e d toother 
buyers when you leave the franchise system. 

Durmg the last three fiscalycars,w^ 
former franchisees which would restrict them ftom spcakmg openly 
us. 

There is no tradcmark spccific franchisee orgamzation associated with us. 

t T E M 2 t 
E I N A N C I A L S T A T E M E N T S 

Attached to this Disclosure Document as ExhihitHarc the audited financial statements for 
year ending Decemher^l,2011,the year ending Decemher34201^ and the year ending Decemher^l, 
2013. Cur fiscal year ends Decemher31^ 

I T E M 22 
C O N T R A C T S 

The following contracts are attached to this Disclosure Document: 

ExhihitC^franchise Agreement, including the following agreements: 
^ Cuaranty^asExhihitCto the franchiseAgreement) 
^ Authorization tbr Prearranged fayments(asExhihitDto theTranche 

Agreement) 
^ Telephone Number Assignment and Power of Attorney(asExhibitEto the 

franchiseAgreement) 
^ Mobile Prancbise Addendum(asExbibitPto tbe franchise Agreement) 
^ Pranchisee Disclosure Acknowledgment Statement(asPxbibitHto tbefranchise 

Agreement) 

ExhibitD^Arca Development Agreement, including the following agreements: 
D CuarantylndemnificationandAcknowledgment(asPxhibitCto the Area 

DevelopmentAgreement) 
^ Area Developer Certification(asExbibitPto tbe Area Development Agreement) 

I T E M 23 
RECEIPT 

This Disclosure Document summarizes certain provisions oftbe franchise Agreement and Area 
Development Agreement and other information in plain language Read tbis Disclosure Document and 
all agreements carefully 

Two copies ofan acknowledgment ofyour receipt oftbis Disclosure Document appear at tbe end 
oftbe Disclosure Document Please return one signed copy to us and retain tbe otber for your records. 
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EXHIBIT A 
STATE ADMINISTRATORS/AGENTS FOR S E R V I C E OF PROCESS 

C A L I F O R N I A C O N N E C T I C U T 

Department of Corporations: 

320 West 4th Street, Suite 750 
Los Angeles, CA 90013 
(213) 576-7500 Toll Tree (866) 275-2677 

1515 K Street, Suite 200 
Sacramento, C A 95814 
(916) 445-7205 

State of Connecticut 
Department of Banking 
Securities & Business Investments Division 
260 Constitution Plaza 
Hartford, CT 06103-1800 
(860)240-8230 

Agent: 
Banking Commissioner 

1350 Front Street 
San Diego, CA 92101 
(619)525-4233 

One Sansome Street, Suite 600 
San Francisco, CA 94104 
(415)972-8559 

Agent: 
California Commissioner of Corporations 
HAWAII ILLINOIS 

Commissioner of Securities 
Department of Commerce and Consumer Affairs 
335 Merchant Street 
Honolulu, Hawaii 96813 
(808) 586-2744 

Franchise Division 
Office of Attorney General 
500 South Second Street 
Springfield, Illinois 62706 
(217) 782-4465 

Agent: 
Commissioner of Securities of the Department of 
Commerce and Consumer Affairs 

Agent: 
Illinois Attorney General 

INDIANA M A R Y L A N D 

Franchise Section 
Indiana Securities Division 
Room E - l l l 
302 West Washington Street 
Indianapolis, Indiana 46204 
(317)232-6681 

Office of the Attorney General 
Securities Division 
200 St. Paul Place 
Baltimore, Maryland 21202-2020 
(410)576-6360 

Agent: 
Indiana Secretary of State 
Indiana Securities Division 
201 State House 
200 West Washington Street 
Indianapolis, IN 46204 
(317) 232-6531 

Agent: 
Maryland Securities Commissioner 
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M I C H I G A N M I N N E S O T A 

Consumer Protection Division 
Antitrust and Franchise Unit 
Michigan Department of Attorney General 
670 Law Building 
Lansing, Michigan 48913 
(517) 373-7177" 

Minnesota Department of Commerce 
85 7 l h Place East, Suite 500 
St. Paul, Minnesota 55101-2198 
(651) 296-6328 

Agent: 
Michigan Department of Commerce 
Corporations and Securities Bureau 
P.O. Box 30054 
6546 Mercantile Way-
Lansing, Michigan 48909 

Agent: 
Minnesota Commissioner of Commerce 

N E B R A S K A N O R T H C A R O L I N A 

Nebraska Department of Banking and Finance 
1200 N Street 
P.O. Box 95006 
Lincoln, Nebraska 68509-5006 

Department of the Secretary of State 
PO Box 29622 
Raleigh, NC 27626-0622 

NEW Y O R K N O R T H D A K O T A 

Bureau of Investor Protection and Securities 
New York State Department of Law 
23rd Floor 
120 Broadway 
New York, New York 10271 
(212)416-8211 

Office of Securities Commissioner 
Fifth Floor 
600 East Boulevard 
Bismarck, North Dakota 58505 
(701) 328-2910 

Agent: 
The Secretary of State 
99 Washington Street 
Albany, New York 12231 
(518)474-4750 

Agent: 
North Dakota Securities Commissioner 

O R E G O N R H O D E ISLAND 

Department of Insurance and Finance 
Corporate Securities Section 
Labor and Industries Building 
Salem, Oregon 97310 
(503) 378-4387 

Division of Securities 
Suite 232 
233 Richmond Street 
Providence, Rhode Island 02903 
(401) 222-3048 

Agent: 
Director of Oregon Department of Insurance and 
Finance 

Agent: 
Director of Rhode Island Department of Business 
Regulation 

SOUTH D A K O T A T E X A S 

Division of Securities 
c/o 118 West Capitol 
Pierre, South Dakota 57501 
(605)773-4013 

Secretary of State 
P.O. Box 12887 
Houston, Texas 78711 

Agent: 
Director of South Dakota Division Securities 
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VIRGINIA W A S H I N G T O N 

Clerk ofthe State Corporation Commission 
1300 East Main Street, 1" Floor 
Richmond, Virginia 23219 
(804)371-9733 

Agent: 
Clerk of the State Corporation Commission 

Director 
Department of Financial Institutions 
Securities Division 
P.O. Box 9033 
Olympia, Washington 98507 
(360) 902-8760 

Agent: 
Securities Administrator, Director of Department of 
Financial Institutions 
150 Israel Road SW 
Tumwater, Washington 985Ol 

WISCONSIN 

Securities and Franchise Registration 
Wisconsin Securities Commission 
345 West Washington Street, 4l" Floor 
Madison, Wisconsin 53703 
(608) 266-3431 

Agent: 
Wisconsin Commissioner ofSecurities 
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E X H I B I T B 
STATE SPECIFIC A D D E N D U M 
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A M E N D M E N T TO PINOT'S P A L E T T E F R A N C H I S E L L C 
DISCLOSURE D O C U M E N T AND F R A N C H I S E A G R E E M E N T 

F O R T H E STATE OF C A L I F O R N I A 

The Pinot's Palette Franchise L L C Disclosure Document (the "Disclosure Document") and 
Franchise Agreement between ("Franchisee") and 
Pinot's Palette Franchise LLC, a Texas limited liability company ("Pinot's Palette"), dated 

, 20 (the "Agreement") shall be amended by the addition ofthe following 
language, which shall be considered an integral part of the Disclosure Document and Agreement (this 
"Amendment"): 

CALIFORNIA LAW MODIf ICATIONS 

1. The California Commissioner requires that certain provisions contained in franchise 
documents be amended to be consistent with California law, including the California Franchise Relations 
Act, Cal. Bus. Prof. Code, Division 8, Chapter 5.5, Section 20000-20043 (the "Act"). To the extent that 
the Disclosure Document and/or Agreement contains provisions that are inconsistent with the following, 
such provisions are hereby amended: 

a. Al l appendices to the Disclosure Document are hereby amended to include the following 
provision: "THE CALIFORNIA FRANCHISE INVESTMENT LAW REQUIRES THAT A COPY Of 
A L L PROPOSED AGREEMENTS RELATING TO THE SALE Of THE FRANCHISE BE 
DELIVERED TOGETHER WITH THE DISCLOSURE DOCUMENT." 

b. Item 17 oftbe Disclosure Document and the Agreement are hereby amended to include 
the following paragraph: "California Business and Professions Code Sections 20000 through 20043 
provides rights to the franchisee concerning termination or nonrenewal of a franchise. Ifthe francbise 
agreement contains a provisions that is inconsistent with the law, the law will control" 

c. The Agreement contains provides for termination upon bankruptcy. This provision may 
not be enforceable under federal bankruptcy law (11 U.S.C.A. Sec. 101 et seq.). 

d. The Agreement contains a covenant not to compete which extends beyond the 
termination ofthe franchise. This provision may not be enforceable under California law. 

e. The Agreement requires binding arbitration. Tbe arbitration will occur at Houston, Texas 
which the costs being borne by each party equally. This provision may not be enforceable under 
California law. 

f. The Agreement requires applicable oftbe laws of Texas. This provision may not be 
enforceable under California law. 

g. The Agreement requires the Franchisee to execute a release of claims or to acknowledge 
facts that would negate or remove from judicial review any statement, misrepresentation or action of 
Pinot's Palette that would violate the Act, or a rule or order under the Act. Pursuant to Section 20010 of 
the Act, such release shall exclude claims arising under tbe Act, and such acknowledgments shall be void 
with respect to claims under the Act. 
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h. The Agreement and Item 17 of the Disclosure Document designates a jurisdiction and 
venue outside of California. Pursuant to Section 20040.5 of the Act, this requirement shall not be 
interpreted to limit any rights that Franchisee may have under the Act to bring suit in the state of 
California. 

i. The Agreement requires prospective Franchisees to disclaim the occurrence and/or 
acknowledge the non-occurrence of acts that would constitute a violation ofthe Act in order to purchase our 
franchise. Such representations are not intended to nor shall they act as a release, estoppel or waiver ofany 
liability incurred under the Act. 

j . The Agreement contains certain provisions regarding termination and non-renewal of 
franchise and notice and opportunity to cure. To the extent any provision of this Agreement and the 
Disclosure Document are inconsistent with Section 20020 and 20021 of the Act (Termination), Section 
20040 of the Act (Notice of Termination), Section 20025 and 20026 of the Act (Non-Renewal), those 
provisions ofthe Agreement and Disclosure Document are hereby amended accordingly. 

2. Each provision of this Amendment shall be effective only to the extent that the 
jurisdictional requirements of the Act, with respect to each such provision, are met independent ofthis 
Amendment. This Amendment shall have no force or effect if such jurisdictional requirements are not 
met. 

IN WITNESS WHEREOF, the parties hereto have fully executed, sealed and delivered this 
Amendment to the Disclosure Document and Franchise Agreement on the day of 
20_ . 

FRANCHISOR: 
PINOT'S P A L E T T E F R A N C H I S E L L C , 
a Texas limited liability company 

B y : _ 
Name: 
Title: " 

FRANCHISEE: 

By: 
Name: 
Title: 
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A M ENDMENT TO PINOT'S P A L E T T E F R A N C H I S E L L C 
DISCLOSURE D O C U M E N T A N D F R A N C H I S E A G R E E M E N T 

FOR T H E STATE OF ILLINOIS 

The Pinot's Palette Franchise L L C Disclosure Document (the "Disclosure Document") and 
Franchise Agreement and Area Development Agreement between 
("Franchisee") and Pinot's Palette Franchise L L C , a Texas limited liability company ("Pinot's Palette"), 
dated , 20 (the "Agreements") shall be amended by the addition of the 
following language, which shall be considered an integral part of the Disclosure Document and 
Agreements (this "Amendment"): 

ILLINOIS LAW MODIf ICATIONS 

1. The Illinois Attorney General requires that certain provisions contained in franchise 
documents be amended to be consistent with Illinois law, including the Franchise Disclosure Act of 1987, 
815 ILCS 705/1 - 705/44 (tbe "Act"), specifically section 705/41 of the Act. To tbe extent that the 
Disclosure Document and/or Agreements contain provisions that are inconsistent with the following, such 
provisions are hereby amended: 

a. The Agreements require the Franchisee to execute a release of claims or to acknowledge 
facts that would negate or remove from judicial review any statement, misrepresentation or action of 
Pinot's Palette that would violate the Act, or a rule or order under the Act. Such release shall exclude 
claims arising under the Act, and such acknowledgments shall be void with respect to claims under the 
Act. 

b. The Agreements and Item 17 ofthe Disclosure Document designates a jurisdiction, forum 
and venue and choice of law outside of Illinois. This requirement shall not be interpreted to limit any 
rights that Franchisee may have under Sec. 705/4 ofthe Act, to bring suit in the state of Illinois. 

c. The Agreements require prospective Franchisees to disclaim the occurrence and/or 
acknowledge the non-occurrence of acts that would constitute a violation of the Act in order to purchase our 
franchise. Such representations arc not intended to nor shall they act as a release, estoppel or waiver ofany 
liability incurred under the Act. 

d. Any claims arising under the Act must be brought within 3 years after the grant of the 
franchise. 

e. The Agreements contain certain provisions regarding termination and non-renewal of 
franchise and notice and opportunity to cure. To the extent any provision of the Agreements and/or the 
Disclosure Document are inconsistent with Sections 705/19 - 705/20 of the Act, those provisions ofthe 
Agreements and/or Disclosure Document are hereby amended accordingly. 

2. Fach provision of this Amendment shall be effective only to the extent that the 
jurisdictional requirements of the Act, with respect to each such provision, are met independent ofthis 
Amendment. This Amendment shall have no force or effect if such jurisdictional requirements are not 
met. 

3. Notwithstanding anything to the contrary in the Agreements, all initial franchise fees 
shall be deferred until such time as Franchisor bas completed all initial obligations owed to Franchisee 
and franchisee has commenced doing business. 
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IN WITNESS WHEREOF, the parties hereto have fully executed, sealed and delivered this 
Amendment to the Disclosure Document and Franchise Agreement on the day of , 
20_ . 

F R A N C H I S O R : 

PINOT'S P A L E T T E F R A N C H I S E L L C , 
a Texas limited liability company 

B y : _ 
Name: 
Title: " 

F R A N C H I S E E : 

B y : _ 
Name: 
Title: " 
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A M E N D M E N T TO PINOT'S P A L E T T E F R A N C H I S E L L C 
DISCLOSURE D O C U M E N T 

F O R T H E STATE OF M A R Y L A N D 

The Pinot's Palette Franchise LLC Disclosure Document is amended as follows: 

1. Item 17 (v) is amended to state that a franchisee may bring a lawsuit in Maryland for 
claims arising under the Maryland Franchise Registration and Disclosure Law. 

2. Item 17 is amended to state that any claims arising under the Maryland Franchise 
Registration and Disclosure Law must be brought within 3 years after the grant of the franchise. 

3. Item 17 is amended to the effect that any general release required as a condition of 
renewal, sale, and/or assignment/transfer shall not apply to any liability under the Maryland Franchise 
Registration and Disclosure Law. 

4. Any provision in the Agreements which provides for termination upon bankruptcy of the 
franchisee may not be enforceable under federal bankruptcy law. 
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A M E N D M E N T TO PINOT'S P A L E T T E F R A N C H I S E L L C 
FRANCHISE A G R E E M E N T AND A R E A D E V E L O P M E N T A G R E E M E N T 

FOR T H E STATE OF M A R Y L A N D 

The Pinot's Palette Franchise LLC Disclosure Document (the "Disclosure Document") and 
Franchise Agreement and Area Development Agreement between 
("Franchisee") and Pinot's Palette Franchise L L C , a Texas limited liability company ("Pinot's Palette"), 
dated , 20 (the "Agreements") shall be amended by the addition of the 
following language, which shall be considered an integral part of the Disclosure Document and 
Agreements (this "Amendment"): 

The Maryland Securities Division requires that certain provisions contained in the Agreements be 
amended as follows: 

1. The Agreements are amended to permit a franchisee to bring a lawsuit in Maryland for 
claims arising under the Maryland Franchise Registration and Disclosure Law. 

2. The Agreements are amended to state that any claims arising under the Maryland 
Franchise Registration and Disclosure Law must be brought within 3 years after the grant ofthe franchise. 

3. The Agreements are amended to the effect that any general release required as a condition 
of renewal, sale, and/or assignment/transfer shall not apply to any liability under the Maryland Franchise 
Registration and Disclosure Law. 

4. The Agreements are amended to the effect that all representations requiring prospective 
franchisees to assent to a release, estoppel or waiver of liability are not intended to nor shall they act as a 
release, estoppel or waiver of any liability incurred under the Maryland Franchise Registration and 
Disclosure Law. 

5. The Agreements are amended to the effect that all franchise fees are deferred until such 
time as all Pinot's Palette's material pre-opening obligations have been met. 

IN WITNESS WHEREOF, the parties hereto have fully executed, sealed and delivered this 
Amendment to the Disclosure Document and Franchise Agreement on the day of , 20 . 

FRANCHISOR: 
PINOT'S P A L E T T E FRANCHISE L L C , 
a Texas limited liability company 

By: 
Name: 
Title: 

F R A N C H I S E E : 

By: 
Name:_ 
Title: " 
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A M E N D M E N T TO PINOT'S P A L E T T E F R A N C H I S E , L L C 
DISCLOSURE D O C U M E N T AND F R A N C H I S E A G R E E M E N T 

FOR T H E STATE OF NEW Y O R K 

The Pinot's Palette Franchise L L C Disclosure Document (the "Disclosure Document") and 
Franchise Agreement and Area Development Agreement between 
("Franchisee") and Pinot's Palette Franchise L L C , a Texas limited liability company ("Pinot's Palette"), 
dated , 20 (the "Agreements") shall be amended by the addition of the 
following language, which shall be considered an integral part of the Disclosure Document and 
Agreements (this "Amendment"): 

NEW YORK LAW MODIFICATIONS 

1. The New York Department of Law requires tbat certain provisions contained in francbise 
documents be amended to be consistent with New York law, including the General Business Law, Article 
33, Sections 680 through 695 (1989). To the extent that the Disclosure Document and/or Agreements 
contain provisions tbat are inconsistent with the following, sucb provisions are hereby amended: 

a. If the franchisee is required in the Agreements to execute a release of claims or to 
acknowledge facts that would negate or remove from judicial review any statement, misrepresentation or 
action tbat would violate the General Business Law, regulation, rule or order under the Law, such release 
shall exclude claims arising under the New York General Business Law, Article 33, Section 680 through 
695 and the regulations promulgated thereunder, and sucb acknowledgments shall be void. It is the intent 
ofthis provision that non-waiver provisions of Sections 687.4 and 687.5 ofthe General Business Law be 
satisfied. 

b. Ifthe Agreements require that it be governed by a state's law, other than the State of New 
York, the choice of law provision shall not be considered to waive any rights conferred upon the 
Franchisee under the New York General Business Law, Article 33, Sections 680 through 695. 

c. Except as disclosed in Item 3 of the Disclosure Document, neither Pinot's Palette, its 
predecessor, any person identified in Item 2 of the Disclosure Document or an franchise offering franchises 
under Pinot's Palette's marks (i) has an administrative, criminal or civil action pending against that person 
alleging: a felony; a violation of franchise, antitrust or securities law; fraud, embezzlement, fraudulent 
conversion, misappropriation of property; unfair or deceptive practices or comparable civil or misdemeanor 
allegations, or pending actions that are significant to the franchise system or Pinot's Palette's business 
operations, (ii) bas been convicted of a felony or pleaded nolo contendere to a felony charge or, within a ten-
year period preceding the date of the Disclosure Document, been convicted ofor pleaded nolo contendere to 
a misdemeanor charge or bas been the subject o f a civil action alleging: violation of franchise, antitrust or 
securities law; fraud, embezzlement, fraudulent conversion, misappropriation of property; unfair or 
deceptive practices or comparable allegations or (iii) is subject to a currently effective injunctive or 
restrictive order or decree relating to the franchise, or under a federal, state or Canadian franchise, securities, 
antitrust, trade regulation or trade practice law, resulting from a concluded or pending action or proceeding 
brought by a public agency; or is subject to any currently effective order of any national securities 
association or national securities exchange, as defined in the Securities Exchange Act of 1934, as amended, 
suspending or expelling such person from membership in such association or exchange, or is subject to a 
currently effective injunctive or restrictive order relating to any other business activity as a result of an 
action brought by a public agency or department, including actions affecting a license as a real estate broker 
or sales agent. 
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d. Neither Pinot's Palette, its affiliates, its predecessor, officers or general partner during the 
10-year period immediately before the date ofthe Disclosure Document (a) filed as a debtor (or had filed 
against it) a petition to start an action under the U.S. Bankruptcy Code; (b) obtained a discharge of its debts 
under the bankruptcy code; or (c) was a principal officer of a company or a general partner in a partnership 
that either filed as a debtor (or had filed against it) a petition to start an action under the U.S. Bankruptcy 
Code or that obtained a discharge of its debts under the U.S. Bankruptcy Code during or within 1 year after 
the officer or general partner of Pinot's Palette held this position in the company or partnership. 

e. Tbe following language is substituted for the existing language in the Summary column 
opposite provision (d) in Item 17 of the Disclosure Document: "You may terminate the Franchise 
Agreement/Area Development Agreement upon any grounds permitted by law." 

f. The following language is added to the Summary column opposite provision (w) in Item 17 
ofthe Disclosure Document: "The foregoing choice oflaw should not be considered a waiver ofany right 
conferred upon you by the General Business Law of tbe State of New York." 

2. Each provision of this Amendment shall be effective only to the extent that the 
jurisdictional requirements of the New York General Business Law, with respect to each such provision, 
are met independent of this Amendment. This Amendment shall have no force or effect if such 
jurisdictional requirements are not met. 

IN WITNESS WHEREOF, the parties hereto have fully executed, sealed and delivered this 
Amendment to the Disclosure Document and Franchise Agreement on the day of , 
20__. 

FRANCHISOR: 

PINOT'S F A L E T T E F R A N C H I S E L L C , 
a Texas limited liability company 

Bv: 
Name: 
Title: " 

FRANCHISEE: 

B y : _ 
Name: 
Title: " 
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A M E N D M E N T TO PINOT'S P A L E T T E F R A N C H I S E L L C 
DISCLOSURE D O C U M E N T A N D F R A N C H I S E A G R E E M E N T 

F O R T H E STATE OF VIRGINIA 

The Pinot's Palette Franchise L L C Disclosure Document (the "Disclosure Document") and 
Franchise Agreement and Area Development Agreement between 
("Franchisee") and Pinot's Palette Franchise L L C , a Texas limited liability company ("Pinot's Palette"), 
dated : , 20 (the "Agreements") shall be amended by the addition of the 
following language, which shall be considered an integral part of the Disclosure Document and 
Agreements (this "Amendment"): 

VIRGINIA LAW MODIFICATIONS 

1. The Virginia Securities Division requires that certain provisions contained in franchise 
documents be amended to be consistent with Virginia law, including the Retail Franchising Act, Sections 
13.1-557 through 13.1-574 of the Virginia Code (the "Act"). To the extent that the Disclosure Document 
and/or Agreement contains provisions that are inconsistent with the following, such provisions are hereby 
amended: 

a. The Agreement requires the Franchisee to execute a release of claims or to acknowledge 
facts that would negate or remove from judicial review any statement, misrepresentation or action of 
Pinot's Palette that would violate the Act, or a rule or order under the Act. Such release shall exclude 
claims arising under the Act, and such acknowledgments shall be void with respect to claims under the 
Act. 

b. The Agreement designates a jurisdiction and venue outside of the State of Virginia. This 
requirement shall not be interpreted to limit any rights that franchisee may have under the Act to bring 
suit in the state of Virginia. 

c. The Franchise Agreement requires prospective Franchisees to disclaim the occurrence 
and/or acknowledge the non-occurrence of acts that would constitute a violation of the Act in order to 
purchase our franchise. Such representations are not intended to nor shall they act as a release, estoppel or 
waiver ofany liability incurred under the Act. 

d. Any claims arising under the Act must be brought within 4 years after the grant of the 
franchise. 

e. The Agreement contains certain provisions regarding the termination and non-renewal of 
a franchise. To the extent any provision of this Agreement and/or the Disclosure Document are 
inconsistent with Section 13.1-565 of the Act, those provisions of the Agreement and/or Disclosure 
Document are hereby amended accordingly. 

f. In recognition of the restrictions contained in Section 13.1-564 of the Virginia Retail 
Franchising Act, the Franchise Disclosure Document for Pinot's Palette Franchise LLC for use in the 
Commonwealth of Virginia shall be amended as follows: 

Additional Disclosure. The following statements are added to Item 17.h. 

Pursuant to Section 13.1-564 of the Virginia Retail Franchising Act, it is unlawful for a 
franchisor to cancel a franchise without reasonable cause. Ifany ground for default or termination stated 
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in the Franchise Agreement does not constitute "reasonable cause," as that term may be defined in the 
Virginia Retail Franchising Act or the laws of Virginia, that provision may not be enforceable. 

Pursuant to Section 13.1-564 of the Virginia Retail franchising Act, it is unlawful for a 
franchisor to use undue influence to induce a franchisee to surrender any right given to him under the 
franchise. If any provision of the Franchise Agreement involves the use of undue influence by the 
franchisor to induce a franchisee to surrender any rights given to him under the franchise, that provision 
may not be enforceable. 

2. Each provision of this Amendment shall be effective only to the extent that the 
jurisdictional requirements ofthe Act, with respect to each such provision, are met independent of this 
Amendment. This Amendment shall have no force or effect if such jurisdictional requirements are not 
met. 

IN WITNESS WHEREOF, the parties hereto have fully executed, sealed and delivered this 
Amendment to the Disclosure Document and Franchise Agreement on the day of , 
20__. 

FRANCHISOR: 

PINOT'S P A L E T T E F R A N C H I S E L L C , 
a Texas limited liability company 

B%i. 
Name: 
Title: 

F R A N C H I S E E : 

By: 
Name: 
Title: 
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A M E N D M E N T TO PINOT'S P A L E T T E F R A N C H I S E L L C 
FRANCHISE A G R E E M E N T AND A R E A D E V E L O P M E N T A G R E E M E N T 

FOR T H E STATE OF WASHINGTON 

The Pinot's Palette Franchise L L C Disclosure Document (the "Disclosure Document") and 
Franchise Agreement and Area Development Agreement between 
("Franchisee") and Pinot's Palette Franchise L L C , a Texas limited liability company ("Pinot's Palette"! 
dated , 20 (the "Agreements") shall be amended by the addition ofthe 
following language, which shall be considered an integral part of the Disclosure Document and 
Agreements (this "Amendment"): 

WASHINGTON LAW MODIFICATIONS 

I. BACKGROUND. Pinot's Palette and you are parties to the certain Agreements dated 
20 that have been signed concurrently with the signing of this 

Amendment. This Amendment is annexed to and forms part of the Agreements. This Amendment is 
being signed because (a) the offer or sale of the franchise for the Pinot's Palette Studio that you will 
operate under the Agreements was made in the State of Washington, (b) you are a resident of 
Washington, and/or (c) the Pinot's Palette Business will be located or operated in the State of 
Washington. 

2. ADDITION OF PARAGRAPHS. The following paragraphs are added to the end of the 
Agreements: 

In recognition of the requirements ofthe Washington franchise Investment Protection Act (the 
"Act") and the rules and regulations promulgated thereunder, the Agreements of Pinot's Palette shall be 
modified as follows: 

The state of Washington has a statute, RCW 19.100.180 which may supersede the franchise 
agreement in your relationship with the franchisor including the areas oftermination and renewal ofyour 
franchise. There may also be court decisions which may supersede the franchise agreement in your 
relationship with the franchisor including the areas of termination and renewal ofyour franchise. 

In any arbitration involving a franchise purchased in Washington, the arbitration site shall be 
either in the state of Washington, or in a place mutually agreed upon at the time of the arbitration, or as 
determined by tbe arbitrator. 

In the event of a conflict of laws, the provisions of the Washington franchise Investment 
Protection Act, Chapter 19.100 RCW shall prevail. 

A release or waiver of rights executed by a franchisee shall not include rights under the 
Washington franchise Investment Protection Act except when executed pursuant to a negotiated 
settlement after the agreement is in effect and where the parties are represented by independent counsel. 
Provisions such as those which unreasonably restrict or limit the statute of limitations period for claims 
under tbe Act, rights or remedies under the Act sucb as a right to a jury trial may not be enforceable. 

Transfer fees are collectable to the extent that they reflect the franchisor's reasonable estimated or 
actual costs in effecting a transfer. 
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Notwithstanding anything to the contrary in the Franchise Agreement, collection of the initial 
franchise fee will be deferred until franchisor has fulfilled its pre-opening obligations and Franchisee is 
open for business 

The undersigned does hereby acknowledge receipt of this Amendment. 

IN WITNESS WHEREOF, the parties hereto have fully executed, sealed and delivered this 
Amendment to the Disclosure Document and Agreements on the day of , 20 . 

F R A N C H I S O R : 

PINOT'S P A L E T T E F R A N C H I S E L L C , 
a Texas limited liability company 

Bv: 
Name: 
Title: " 

F R A N C H I S E E : 

B y : _ 
Name:_ 
Title: 
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F R A N C H I S E A G R E E M E N T 

THIS FRANCHISE A G R E E M E N T (the "Agreement') is made and entered into on this 
day of , 20 (the "Effective Date"), by and between: 

• Pinot's Palette Franchise LLC, a Texas limited liability company, whose principal place ofbusiness is 
10333 Harwin Drive, Suite 580, Houston, Texas 77036 ("Franchisor"); and 

a [resident of] 
[corporation organized in] [limited liability company organized in] [select one], having offices at 

("Franchisee"). 

BACKGROUND: 

A. Franchisor owns a format and system (the "System") relating to the establishment and 
operation of businesses at retail locations that feature and operate under the Proprietary Marks (as defined 
below) (each a "Pinot's Palette Studio"). Pinot's Palette Studios offer customers artistic classes, 
including painting classes, with the opportunity to enjoy food, wine or other beverages, under the name 
"Pinot's Palette." 

B. The distinguishing characteristics of the System include exterior and interior design 
standards and specifications; uniform standards, specifications, and procedures for operations; training 
and assistance; and marketing and promotional programs; all of which may be changed, improved, and 
further developed by Franchisor from time to time. 

C. The System is identified by means of certain indicia of origin, emblems, trade names, 
service marks, logos, and trademarks, including applications and/or registrations therefor, as are now 
designated and may hereafter be designated by Franchisor in writing for use in connection with the 
System including the mark "Pinot's Palette" and other related marks (the "Proprietary Marks"). The 
Proprietary Marks are owned by Pinot's Palette Studio 1 L L C (formerly Pinot & Picasso LLC) , a Texas 
limited liability company, and it has licensed them to Franchisor so that Franchisor may sub-license them 
to its franchisees. 

D. Franchisee desires to enter into the business of operating a Pinot's Palette Studio under 
tbe System and using the Proprietary Marks, and wishes to enter into this Agreement with Franchisor for 
tbat purpose, and to receive the training and other assistance provided by Franchisor in connection 
therewith. 

E. Franchisee acknowledges that it has read this Agreement and the Franchisor's Franchise 
Disclosure Document and that it understands and accepts the terms, conditions and covenants contained 
in this Agreement as being reasonably necessary to maintain the Franchisor's high standards of quality 
and service and the uniformity of those standards at all Pinot's Palette Studios in order to protect and 
preserve tbe goodwill oftbe Proprietary Marks. 

F. Franchisee has applied for a franchise to own and operate a Pinot's Palette Studio, and 
sucb application has been approved by the Franchisor in reliance upon all ofthe representations made 
herein. 
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N O ^ T H E R E F O R E ^ b e p a ^ c s agree as folfows: 

1 G R A N T 

I I Grantand Aeeeptanee Franelusorgramsto Franebisee Ihe right, and Franehisee 
herehy undertakes the ohligation, upon the terms and conditions set forth in this Agreement to: 
(a)estahlishandoperateaPinot'sfa^ 
therewith,the froprietary Marks a n d ^ 
from time to time hy franchisor; a n d ( e ) o ^ 
defined in Sectionl^helow) in accordance with this Agreement 

1^ Site Selection Area, franchisee shall locate and secure, through lease or purchase, 
subject tofranchisoBs approval,the Approved Location (as defined helow) for the franchised St̂ ^̂ ^ 
withintheareadescrihed in LxhihitA(the "Site Selection Area") franchisee shall he limited to locating 
and securingasitefor the franchised Studiowithin this SiteSelection Area franchisee agrees and 
acknowledges that the Site Selection Area is solely for the purpose oflocatingasite, and shallinno way 
heconsidered an exclusiveorprotected area for thefranchised Studio In the case that another franchisee 
of franchisor has heen granted franchise rights to operate a Pinot's falette Studio within the Site 
Selection Area,franchisee's ApprovedLocation must notencroachupon such franchisee's specified 

territory 

1^ Anoroved Location franchisee shall develop and operate the franchised Studio only at 
the site specif iedinPxhihi tAto this Agreement as the"ApprovedLocation"or "Premises" fhe 
Approved Location shall he descrihed in ExhihitAsuhsequent to the execution of this Agreement,^ 
Pranchisor'sapproval of the location and execution ofthe related lease or purchase agreement franchisee 
shall not relocate the Pranchised Studio without franchisor's prior written consent andforothcrwi^^ 
writing hyPranchisor,as provided in Section 8^Ihelow. 

^ 4 Territory and Reserved Rights. Except as otherwise provided in this Agreement, 
during the term ofthis Agreement, franchisor shall not establish or operate,nor license any ot̂ ^̂ ^ 
to establish or operate,aPinot's Palette Studio at any location within tbe territory specific 
(the "Territory") franchisor retains the following rigbts, among otbers, on any terms and conditions 
franchisor deems advisable, and without grantingfrancbisee any rights therein: 

IBLl foown, acquire,establisb,and/oroperateand licenseotbers toestablishand 
operate,Pinot'sPaletteStudiosundertbe System at any location outside theTerritory,notw^^ 
tbeir proximity to theTerritory or tbe Approved Location or their actual or threatened i ^ ^ 
tbe Pranchised Studio; 

142 Toown, acquire, establisband/oroperate, and licenseotbers toestahlish and 
operate, businesses under proprietary marks other than tbe Proprietar^ M a ^ 
are similar to or different from tbe francbised Studio, at any location within or outside t h c T e ^ ^ 
notwithstanding tbeir proximity to theTerritory or tbe Approved Location or tbeir actual ô  
impact on sales ofthe francbised Studio; 

143 Toown,acquire,establish,and/or operate andlicense others to establish and 
operate mobile Pinot'sPalette Studios offering customers artistic classes, including painting c ^ ^ 
the opportunity to enjoy food, wine orother beverages, underthe Proprietary Marks at customer 
residences, places ofbusiness, or otber suitable venues tbat are offsite from the francln^^ 
location within or outside tbeTerritory,notwitbstanding tbeir proximity to th^ 
Location ortbeiractualortbreatenedimpactonsalesofthe francbised Studio; and 

Franchise Agreement-Pinofs PaleUc-08 



T o ^ a c q m r e o n e o r m o r e ^ a d b ^ 
Pmofs P a ^ e Studios then operafing under the Syŝ ^^ 
any loeation within or outside theTerritory, notwithstanding their proximity to theTerritory orthe 
ApprovedToeation or their aetuaior threatened impact on saiesoftheTranehisedStudio,andto(ii) 
operate and/oriieense others to operate anyAequired Business under its existing name or asaPinot's 
Paiette Studio under theSystem, suhieet to the foiiowing conditions that apply to each Acquired B 
located within theTerritory: 

i 4 4 i Except as provided in Section 14 4.2 helow, and provided that 
Eranchisee isincomphance withthis Agreement and any other agreement with Eranchisor,Eranchisor 
shall offer to Eranchisee theoption topurchase andoperate, as a Pinot's Palette Studio, an Acquired 
Business that is purchasedhy Pranchisor fbr operation hyEranchisor or its affiliates. Pranchisor shaii 
provide Pranchisee with written notice ofEranch^^ 
andconditionsappiicabletothePranchiscc'soption topurchasesuch AcquiredBusmess(es),andsuch 
other informationthat Pranchisor deemsnecessary toinclude inthe notice. The terms and conditions 
offeredto Pranchisee shall inciude,without iimitation,the following: (a) the purchase price will be based 
on Pranchisor'spurchase price for such Acquired Business,and iTtbe Acquired Business was part of an 
Acquired System (as defined below in Section 14 4.2), tben Eranchisee's purchase price fbr such 
Acquired Business shall be determined usinga ratio equal to tbe sales during tbe prioryear of sucb 
Acquired Businessascomparedtotbetotalsalesinsuchprioryearofall Acquired Businesses purchased 
byPrancbisor intbe sametransaction;and(b) the r 
thencurrent form ofSystem franchise agreement for tbe Acquired Business Iffrancbisee does not elect 
to purchase, or fails to complete tbe purchase of, an Acquired Business, franchisor shall bave tbe right to 
operate itself, or through its affiliates or third party licensees or francbisees, tbe AcquiredBusiness under 
any trade name, service mark, or trademarks including the Proprietary Marks. 

1 4 4 2 ffan Acquired Business is part o f a system of retail businesses that 
franchisor acquires(an"Acquircd System"), franchisee sballbave no right to purchase, and franchisor 
shall not be obligated to offer franchisee any option to purchase, anyAcquired Business that is operated 
byalicensee or franchisee under the Acquired System, franchisormay license suchunit to be operated 
under any trade name or trademarks including the Proprietary Marks, and may also license to tbe ficensee 
or franchisee additional units oftbe Acquired System tbat tbe licensee or franchisee has the rigbt to 
develop and operate within theTerritory. ̂  

1.5 NoTerritory Established. ffthereisnoTerritorycstablished in Exhibit A,franchisee 
expressly acknowledges and agrees tbat Pranchisor may own, acquire, establish, and/or operate and 
licenseotbers toestablisbandoperate, Pinot's Palette Studios underthe Systematany location, and 
exercise all of tbe rigbts reserved to it in Section1.4at any location, notwithstanding tbe proximity to or 
theactualorthreatened impact on salesofthe francbised Studio 

2 T E R M A N B R E N E W A L 

21 tnitialTerm This Agreement sballbeineffect upon its acceptance andexecution by 
franchisor and,except as otherwise provided herein,tbis Agreement sballexpireten(IO) years fromtbe 
Effective Date. 

22 Renewal francbiseemayapplytooperatethe Eranchised Studio for one(1)additiona1 
term often(10)years, ifthe following conditions are met prior to renewal: 
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2.2 1 Franchisee shafigiveFranchisor^ 
at least s i x ^ ) months, hnt not more than twelve (12) months, priorto the end ofthe term ofthis 
Agreement; 

2.2B2 franchisee shall not have any past dne monetary obligations or other outstanding 
ohligations to franchisorand itsaffiliates, theapprovedsnppliers of the System, or the lessorofthe 
Premises; 

2.2.3 franchisee shall not he in delanlt of any provision of this Agreement, any 
amendment hereofor successor hereto, or any other agreemem between franchisee and franchisor or its 
affiliates, the approved suppliers of the System, or the lessor ofrhe Premises; and franchisee shall have 
substantially complied with all thetermsandconditionsof such agreements during the terms thereof; 

2.2.4 Pranchisee and Pranchisor shall execute a mutual general release, in a form 
prescribed by franchisor, ofany and all claims against franchisor and its affiliates, and their respective 
officers, directors, agents, and employees; 

2 2.5 Pranchisee sball execute the then-current form of franchise agreement offered by 
Prancbisor,wbicb sball supersede tbis Agreement in all respects, and tbe terms of which may d i f f e r s 
tbe terms of tbis Agreement including,without limitation,requirements to pay additional and/orl^^^ 
fees sucb as royalties and advertising contributions; 

22.6 franchisee sball comply witb the then current qualification and training 
requirements offranchisor; 

2.2.7 franchisee sball make or provide for, inamanner satisfactory to Prancbisor,such 
renovation and modernization of tbe Premises as Pranchisor may reasonably require, including 
installationofnewequipmentandrenovation ofsigns, furnishings, fixtures,and decor to reflect tbe 
tbencurrent standards and image of theSystem; 

228 franchiseeshallpresentevidence satisfactory toFranchisor tbat Franchisee bas 
tbe rigbt to remain in possession of tbe Premises(or sucb other location acceptable to Franchisor) forthe 
duration oftbe renewal term; 

2 2 9 franchisee, atthe timeofrenewal, satisfies Francbisor'sstandards of financial 
responsibility and,if requested by franchisor,francbisee demonstrates tofranchisor tbat Franchisee bas 
sufficient financial resources andmeans to continue to operate rhefrancbisedStudio during the renewal 
term; and 

2.2 10 Franchiseeshall remit toFranchisorarenewalfee equal to one balf(l/2) of tbe 
thencurrent initial francbise fee, however not to exceed FifteenTbousandDollars(^15,000) 

3 DUTIES OP FRANCHISOR 

31 Franchisor's Prototype Plans Franchisor sball make available, at no cbarge to 
Franchisee,design plans and specifications fortbeconstructionofa Pinot's Palette Studio and fbrthe 
exterior and interior design and layout, fixtures, furnishings, equipment, and signs. Franchisee 
acknowledges tbat sucb standard design plans and specifications shall not contain the requirements ofany 
federal, state or local law, code or regulation (including without limitation those concerning the 
Americans witb Oisabilities Act (tbe "ADA") or similar rules governing public accommodations or 
commercial facilities for persons witb disabilities), nor sball sucb plans contain tbe requirements 
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u ^ d f o ^ c o n ^ c f i o n d r ^ 
b m ^ a s p e c i f i o P m o ^ P ^ ^ 

and at Franchisees expense Franchisee understands and aeknowiedges tbat Franchisor has therightto 
modify the prototype design pians and specifications, and develop additionai prô ^̂ ^̂  
specifications, as Franchisor deems appropriated 

the prototype plans and specifications tbr theFranchised Studio deveiopedpnrsnant to thisAgreement 
once those prototype architectural plans and specifications have been given to Franchisees Franchisee 
shall adapt the standardplanstotheFranchisedStudio's location,asprovided in Section 5.3 hereof 
subject to Franchisor'sapproval 

^2 Init^tTraining Franchisor shall provide its initial training For operators and managers 
I n i t i a l T r a i n i n g , as d e s c ^ 

Agreement is tbr tbe fourth or subsequent Finot's Falette Studio being developed pursuant to an Area 
Development Agreement between Franchisor and Franchisee (or an affiliate oF Franchisee), in which 
event tbe terms set forthinSection6l3 belowshall apply with respect to the preopening training of 
Franchisee, theDesignated Frincipal andany GeneralManager) Franchisor sballaisoprovide sucb 
ongoing training as it may,From time to time, deem appropriate. 

^ ^ Opening Training Franchisor sball make available to Franchisee at Franchisor's 
expense and at Franchisee's Fremises any assistance that Franchisor may deem is required, based on the 
experience andjudgment of Franchisor, inpreopening,openingandinitialbusiness operation of th^ 
FranchisedStudio Sucb assistance will include providing Franchisees with tbe services of one(l) or 
more representative ofFranchisor for supervisory assistance and guidance in connection with tbe opening 
and initial operations oftbe Francbised Studio Additionally,in return for the ArtistTraining Fee paid by 
Franchisee under Sect ions ,and in connection witb sucb opening supervisory assistance and guidance. 
Franchisor will provide an artist trainer wbo will provide initial at^ist training 
all artists Franchisee bas bired to perform classes for the Francbised Studio. Franchisee acknowledges 
that Franchisor sball not be responsible for offering guidance with respect to compliance witb any laws, 
ordinances or other legal matters. FriortothearrivalofFranchisor'srepresentative(s),Francbisee shall 
have substantially completed all training of Franchisee's initial staff of em 
Studio, as shall be necessary for franchisee to comply with its staffing obligations under Section 
below. SbouldfranchisecrequestadditionalassistancefromFrancbisorinorderto facilitate tbe opening 
of tbefrancbised Studio, and should Franchisor deemit necessary and appropriate to comply withthc 
request, Franchisee shall pay Franchisor's per diem charges and Francbisor'sout of pocket expenses in 
providing such additional assistance as set forth from time to timeinthe Manuals For the purposes of 
tbis Section 3 3, Franchisor sball bave the right to determine the time or times at which such 
representatives shall be made available to Franchisee. 

^ Lnan of Manuals Franchisor shall provide franchisee, on loan, copies of the 
Francbisor'sconfidential operationsmanuals and other manuals, instructional materials, and written 
policies and correspondence(collectively,tbc "Manuals''), as more fully described in Section lOhcr^^ 

^ Advertising Programs and Materials Franchisor shall review and sball have the right 
to approveor disapprove alladvertising and promotional materials tbatFranchiseeproposestouse, 
pursuant to Sectionl3below Franchisor sball administer the System or Cooperative Ad funds, ifsuch 
funds exist or are created, in tbe manner set forth in Section 13 below^ 

^ Grand Opening Advertising Franchisor shall assist Franchisee in developing and 
conducting tbe Grand Opening Advertising Frogram(as described in Section 13.5 below), which pro^ 
sball be conducted at Francbisec'sexpense 
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3.7 Guidance Franchisor may provide pcrfo^ 
the marketing, managemem, and operation ofthe Franchised Stndio as Franchisor determines at the 
time(s)and in the mannerdeterminedhy Franchisor 

38 Inspections. Franchisorshaii conduct, as it deems advisable, inspectionsofthe operation 
oFtheFranchised Studio hyFranchisee. 

3.9 List of Snpphers Franchisor shaii, in the Manuals (or otherwise in writing as 
determined hy Franchisor), provideFranchisee with a list ot suppliers designated and/or approved hy 
Franchisor to supply products, equipment, signage, materials and services to Franchisees in the System. 

3.10 Delegation Franchisee acknowledges and agrees that any duty or ohligation imposed on 
Franchisor hy this Agreement may he performed hy any distributor, designee, employee, or agent of 
Franchisor,as franchisor may direct. 

3.11 Enltillment of Obligations In fulfilling its obligations pursuant to this Agreement, and 
in conducting any activities or exercising any rights pursuant to this Agreement, franchisor (and its 
affiliates)shall have the right: (i) to take into account, as it sees fit,the effect on,andthe interests of, 
other Franchised Studios and systems in which Franchisor (or its affiliates) has an interest and 
Franchisor's(anditsaffiliates'orparenfs)own activities; (ii) to share market and product research, and 
other proprietary and nonproprietary business mformation,with other Franchised Studios and systems! 
wbicb Franchisor(or its afl^liates)basaninterest,or with Franchisor'saffiliates; and/or (iii) to allocate 
resources and neŵ  developments between and among systems, and/orFranchisoBsaffiliates, as it sees fit. 
Franchisee understands and agrees tbat all ofFrancbisor'sobligations under tbis Agreement are subject to 
tbisSection3.11,andthat notbingintbisSection3.11 shall in any way affect Franchisce'sobligations 
under tbis Agreement 

4 FEES 

41 Franchisefee In consideration oftbe executionofthis Agreement and Franchisor's 
grantingto Franchisee the francbisecovercd hereby, Franchiseeagrees to pay to Franchisor an initial 
francbisefccofTwentyFiveThousand Dollars (S25,0^^ 
A,which sum shall be deemed fullyearnedby Franchisor upon receipt thereof and nonrefundable as set 
forth in Sec t i ons below If Franchisee doesnotobtainaleaseorsubleasefbr theFranchised Studio 
witbinthree(3) months oftbe Fffective Datc(pursuant to Sections l),or ifthe Franchised Studios 
open and operating tbe earlicrofsix(6)monthsfollowing tbe Effective Date or three (3) months afi^ 
Approved Location is identified and leased or purchased (pursuant to Section5.4), Franchisor may,at its 
option, terminate this Agreement without providing any refund to Franchisee The Francbise Fee sh^^ 
paidinfull upontbeexecutionoftbis Agreement,snbjecttoadevelopmentcredit,ifany, tbatmay be 
applied from tbe remaining portion (ifany)oftbe Area Development Fees thatFranchisee previously paid 
to Franchisor pursuant to a separate Area Development Agreement executed between Franchisorand 
Franchisee relating to tbe Franchised Studio 

42 Refnndability Fayment oftbe Franchise Fee sball be nonrefundable in consideration of 
administrative and other expensesincurredbyFrancbisoringrantingthisfrancbise and forfranchisor's 
lost or deferred opportunity to francbise otbers 

43 Royalty Fee, fn consideration ofthis francbise granted hereby, tbe services to be 
provided by Franchisor hereunder, and for the use ofthe Froprietary Marks during tbe term hereof, 
Franchisee sball pay to Franchisor, each Week during the term ofthis Agreement, in addition to tbe 
Francbise Fee and other fees set forth herein,aRoyalty Fee equal to five percen t (^ )of the Net Sales 
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generatedb^ffom,or throughthe Frauohised Studio^Royalty Fee^audreportto Franchisor, inthe 
manner specified hy Franchisor, its Net Sales (a "Sales Report") As used in this Agreement, the 
Foiiowing terms shaii apply: 

4 31 The term "Wee^" means the period starting with the commencement oFhnsiness 
on Monday and concluding at the close othusincss on the following Snnday(or,iFthe FranchisedStudio 
isnotopen onaparticuiar Sunday in accordance with this Agreement or the Manuals, the immediat^^ 
preceding husiness day); however, Franchisor shafi have the right to designate in writing any other period 
of not less than seven days to constitutea"Wcck" under this Agreement. 

4 3 2 The term "Net Sales" means all revenue from the sale of all products and 
services, and all other income ofevery kind and nature related to, derived from, or originating from th^ 
franchisedStudio, whether at retailor wholesale (whether such sales arcpermittedor not), whether fbr 
cash,check, or credit, and regardless of collectionin the case of check or credit; provided,however,that 
"Net Sales"exclndes any customer refunds,coupon sales, and/or sales taxes collected from customers by 
franchisee and actually transmitted to the appropriate taxing authorities. 

4.4 Advertising Contributions franchisee shall makeWeekly advertising contrihutions for 
marketing and promotion as Franchisor may direct pursuant to Sections.1 based on the Net Sales ofthe 
FranchisedStudio 

45 ArtistTraining Fee. Franchiseeshall pay toFranchisor aninitialartist training tee of 
Five Flundred Dollars (^500) per day, plus all out of pocket costs and expenses associated with this 
training, including lodging, food and travel arrangements (the "Artist Training Fee"), for which 
franchisor will provide an artist trainer who will provide initial artist training at Francbisee'sFremiscsfo 
all artists Franchisee bas hired to perforrn classes for tbe Franchised Studio, pursuant to Section3.3. Tbe 
ArtistTraining Fee is non refundable. 

4.6 Flectronic Mad Account Fee During tbe term ofthis Agreement, Franchisor will 
provide Franchisee witb System electronic mail accounts forafee paid from Franchisee to Franchisor 
equal tothesameamount Franchisor is charged for eacb suchelcctronic mail account by Franchisor's 
serviceproviders, which fee iscurrently permonth foreachelectronic mailaccount provided,and 
subject to increases. Al l feespaid by Franchisee to Franchisor forelectronic mad accountsare non
refundable. 

47 TechnologyFee Duringthe termof tbis Agreement, franchisor will grant franchisee 
useoffrancbisor'scloud based software applicationfbr management oftheFranchised Business in return 
fora leeequaltoFifiyDollars(^50)per month paid by Franchisee to Franchisor Al l fees paid in 
accordance with tbis Section4.7are nonrefundable. 

48 Frolotvpe Drawings franchisee shall pay to Francbisoranon-refundable amount equal 
to four Hundred Dollars (^400) for whichfranchisor will bave an architectconsultant provide prototy^ 
drawingsforthe Franchised Studiospecific to tbe Approved Location to bcutilizcd by Franchisee's 
architect for thepreparationofconstruction drawings Franchisee will be limited to tbreerevisions of 
tbese prototype drawings prepared for tbe Franchised Studio 

49 WhenFaymentsDue Allpayments required by Sections43and44above based on 
tbe Net Sales for the precedingWeek,and tbe Sales Report required by Section 4.3for the Net Sales for 
thepreceding Week,sball bepaid and submitted soas to be received by Franchisor by tbetbird (3^) 
business day afier tbe close ofeach Week. Tbe ArtistTraining Fee required by Section4.5 and the fee 
requiredby Section48sball bepaidimmediatcly upon franchisor's demand after sucbserviceshavc 
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becnrendded A^paymemsrequiredby S e c f i o n s 4 6 a n d 4 ^ s b ^ bepaid soastobereceivedby 
Franebisoron tbe same date a s t b e f i ^ R o y a h y feepaymemofeaeb momhduringtbe termof tbis 
Agreementbeeomesdue franebiseesbaii debvertofranebisorany and ad reports,statememsandBor 
otber mformation required under Seetionl^^beiow, at tbe time andmtbef^^^^ 
byfranebisor. franebisee sbaii estabiisb an arrangement for eieetronie ftmds transfer or deposit ofany 
payments required under tbis Agreement. franebisee sbaii execute franebisor's current form of 
"Autborization Agreement for Prearranged Payments,"aeopyofwbiebisartaebedto tbis Agreement as 
Exhibit D, and franebisee sbaii comply witb tbe payment and reporting procedures specified by 
franchisor in tbe Manuals, franchisee expressly acknowledges and agrees tbat francbisee'sobligations 
for tbe foil and timely payment oftbe Royalty fee and A d ^ 
provided formtbisAgreement)shall be absolute, unconditional,fully earned, and due upon francbisce's 
generation and receipt ofNet Sales franebisee shall not for any reason delay or withhold tbe payment of 
ail orany partof thoseor any other paymentsduehcreundcr,put the samein escrowor setoffsame 
against any claims or alleged claimsfrancbisee may allege against francbisor,the System Ad fund,tbe 
Cooperative Ad fund orotbers. franchisee sball not, on groundsof any alleged nonperformance by 
franchisor or otbers, withhold payment of any fee, including, without limitation, Royalty fees or 
advertisingcontributions,norwitld^oldordelaysubmissionofany reports duehereunderincluding,but 
not limited, to Sales Reports.franchisee further agrees tbat it shall, at all times throughout the term ofthis 
Agreement, maintain a minimum balance of Two Thousand five flundred Dollars ^2,50000) in 
francbisee'sbankaccountagamstwbicbsucbelectronicfundstransferssball be drawn for thefranchised 
Studio operated under tbis Agreement 

410 Designated Accountants and Pecs If required by franchisor, franchisee shallusea 
certified public accountant service designated or approved by franchisor for bookkeeping andfinanciai 
records management ofthe francbised Studio. 

411 Additional Payments franchisee shallpay tofranchisor, withinfi1teen(15) days of 
any written request by franchisor, wbicb is accompanied by reasonable substantiating material, any 
monies wbicb franchisor has paid,or bas become obligated to pay,onbebalfoffrancbisee, by consent or 
otherwise under tbis Agreement 

4.12 Overdue Payments andReports Any payment, contribution,statement, or report not 
actually received by Prancbisor on or before such due date sball be overdue If any contribution or 
payment is overdue, franchisee shall pay franchisor immediately upon demand, in addition to the 
overdue amount:(i)a1ate payment feein an amount equa1tofivepercent(5^ of tbe overdue amount, 
and (ii) interest on the overdue amount from the date it was due until paid, at the rate of one and one half 
percent(1.5^)permontb,ortbcmaximumratepermittedby1aw,wbicheverisless Entitlement to sucb 
interest shall bein additionto anyother remedies franchisor may have. In the event any paymentdue 
hereunder is overdue, and for aslong as suebpayment is overdue, franchisor reserves the rigbt to deny 
franchisee access to franchisor's cloud based software application and System electronic mail 
account(s). 

413 NoWaiver Acceptance byEranchisor oftbe payment ofany Royalty Pee, or any and all 
otber payments provided for in this Agreement, sball notbe conclusive or bindingon Eranchisor with 
respect to the accuracy of sucb payment until two (2) years after the effective date of termination or non-
renewalof this Agreement. Acceptance ofany paymentonaccountoftheRoyalty fee or any andall 
other payments provided for in this Agreement does not constitute any waiver of franchisor's rights 
hereunder. 
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4 14 No Subordmatmn. Franchisee shall not subordinate to any other obligation its 
obiigation to payFranehisor the royalties and/or anyother fee or ehargepayabieto Franchisor, whether 
under this Agreement or otherwise. 

5 SITE S E L E C T I O N C O N S T R ^ 

5.1 Identifying and Securing Sites. Franchisee shall, within three (3) months of the 
Fffective Date, be solely responsible for identil^ing, submitting for Franchisorsappro^ 
site for the franchised Studio through lease or purchase. The following terms and conditions shall apply 
to thefranchised Studio: 

5 11 Franchisee shall submit to Franchisor, in a form specified by Franchisor, a 
completed site approval package,wbicb shall include: (i)asiteapprovalform prescribed by Franchisor; 
(ii)atradeareaandsiternarketingresearcb analysis (prcparedbyacompany approved in advance by 
Francbisor!(iii)anoptioncontract,1etterof intent,orotberevidencesatisfactory to franchisor which 
describes Franchisee's favorable prospects fbr obtaining such site; (iv) photographs of tbe site; (v) 
demographic statistics; and(vi) such other information or materials as Franchisor may reasonably 
(collectively,tbc"SAF"). Franchisor shall have twenty (20) business days after receipt ofthe SAF from 
Franchisee to approve or disapprove, in its sole discretion, tbe proposed site for the Francbised Studio In 
the event Franchisor does not approvcaproposed site by written notice to Franchisee within said twenty 
(20) business days, sucb site shall be deemed disapproved by Franchisor No site shall be deemed 
approved unless it has been expressly approved in writing byFranchisor. 

5 1.2 Following Franchisor'sapprovalofaproposed site,Franchisee shalluseits best 
efforts to secure sucb site, either throughalease/sublease that is acceptable to Franchisor, as provided in 
Section52below,orabindingpurchaseagreement,and sballdoso witbinsixty (60)businessdaysof 
approval oftbe site by Franchisor Franchisee sball immediately notify Franchisor oftbe execution ofthe 
approved lease or binding purchase agreement. fbe site approved and secured pursuant to tbis 
Agreement shall be specified as tbe Approved Location. 

5.1.3 Franchisee hereby acknowledges and agrees that approval by Franchisor ofasite 
does notconstituteanassurance, representation, or warranty ofany kind,expressor implied, astothe 
suitabilityoftbesite fbrthe Francbised Studio or for any other purpose. Approval by Franchisor ofthe 
site indicates only tbatfrancbisor believes tbe site complies with acceptable minimum criteria establisbed 
by Franchisor solely for its purposes as of the time of the evaluation. Both Franchisee andFranchisor 
acknowledge tbat application ofcriteria tbat have been effective with respect to other sites and prcm^^ 
may not bepredictive of potential for all sites and that,subsequenttoapprova1by Franchisor ofasite, 
demographic and/oreconomicfactors, sucb as competitionfrom other similar businesscs,inc1ndedin or 
excludedfromcriteriausedbyFranchisor,couldcbange, thereby alteringtbepotential ofas i te Such 
factors are unpredictable and are beyond the control offranchisor. Franchisor shall not be responsible for 
tbe failure ofasite approved by Franchisorto meet Francbisee'sexpectations as to revenue or operational 
criteria. 

5.2 LeaseTerms Foreacb Francbised Studiotobedevelopcd hereunder, ifFranchisee will 
occupy tbepremises from which tbe Francbised Studio will be operated under a lease or sublease. 
Franchisee shall, prior to execution ofsuch lease, submit the lease to Franchisor for its review and 
approval; provided,bowever,ifpresubmission toFranchisor is not possible, then Franchisee may sign 
thelease only on the condition,agreed toin writing by the lessor, tbat the lease shallbecome null and 
void if Franchisordoesnotapprovesuch lease. Francbisor'sapproval oftbelease or sublease maybe 
conditioned upon the inclusion ofsuch provisions as Franchisor may reasonably require, including. 
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w u h o ^ f i m ^ i o ^ ^ 
ffomfimetofim^acu^en^ 

^ P re^ rmgaLoca^on Before commencing any con^rucfion ofthe Franch^ 
franchisee, at its expense, shad comply, fo franchisor's satisfaction, with aii o f t h e following 
requirements: 

franchisee shall employaqualified,licensed architect or engineer who has heen 
approved or designated (as descrihed helow) hy franchisor to prepare, suhicctfofranchisor's approval, 
preliminary plans and specifications for site improvement and/or construction of thefranchised S ^ 
hased upon design plans and specifications furnished hy franchisor, as descrihed in Sectional ahove 
franchisor shall have the right to designate one or more suppliers ofdesign services and/or architecture 
services to supply such services to the System. Iffranchisordesignatesadesign firm and/or architecture 
firm prior to the time franchisee commences to develop the franchised Studio, franchisee shall 
such designated supplier(s) to prepare all designs and plans for the franchised Studio, unless franc^^^^ 
ohtainsfranchisor'sprior written approvaltouseanalternativeprofossionaf Iffranchisorhasnot 
designatedadesign firm or architecture firm, franchiseeshall he responsible for locating and employ^^^ 
aqualified design consultant and architect who is/are licensed in the jurisdictioninwhich the francldsc 
Studio will he located, and who is reputable and experienced in providing design and architecture 
services, franchisee shallbe solely responsihleforpaymentsforalldesign and architecture services 
franchisee expressly acknowledges and agrees that franchisor shall not be liable for the unsafi^^ 
performance ofany contractor, firm,supplier, profo 
or not designated by franchisor. 

53 2 franchisee sball comply with all federal, state and local laws, codes and 
regulations, mcludingtbeapplicahleprovi^ions of the A D A regarding tbeconstruction, designand 
operation ofthe franchised Studio. In the event franchisee receives any complaint, claim, otber notice 
allegingafailure to comply with the ADA,franchisee sball providefranchisor withacopy of s 
within five(5)days after receipt thereof 

5.3.3 franchisee shall be responsible for obtaining all zoning classifications and 
clearances that may be required by state or local laws, ordinances, or regulations or tbat may he necessary 
or advisable owing to any restrictive covenants relating to tbe Approved Location After having obtained 
such approvals and clearances, francbiseesballsubmit tofranchisor, for franchisor's approval, final 
plans forconstruction based upon theprcliminary plansand specifications, franchisor's reviewand 
approval of plans shall he limited to review of such plans to assess compliance with francbisor'sdesign 
standards for finot's FalettcStudios, includingsuch itemsas tradedress, presentation of Froprietary 
Marks, and tbe providing to the potential customer ofcertain products and services tbat are central to tbe 
functioning of Finot'sFalette Studios. Such review is not designed to assess compliance with federal, 
state or local laws and regulations, including the A D A , as compliance with such laws is the sole 
responsibility ofFranchisee Onceapprovedby Franchisor,suchfinal plans shall nottbereafterhe 
changed or modified without the priorwritten permission ofFranchisor. Any such change made without 
Franchisor's prior written permission shall constitute a default and franchisor may withhold its 

authorization to open tbe Francbised Studio until tbe unauthorized change is rectified (or reversed) to 
Francbisor'sreasonahle satisfaction. 

5 3 4 Franchisee sball obtain all permits and certifications required fbr the lawful 
construction and operation oftbe Francbised Studio and shall certify^ in writing to Franchisor tbat a 
permits and certifications bave been obtained. 
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F ^ c b i ^ s h ^ e m p f o y ^ 
approved or designated by Franebisor to eonstrnet tbe Franebised Studio and to complete ad 
improvements. Franebisee sbadobtam and mamtam in force dnrm^ 
insurance required under Sections befow. Franchisee expressly acknowledges and agrees tbat 
Franchisor sball not be liable for tbe unsatisfactory performance oFany contractor retained by 

5.3 6 Throughout tbe construction process. Franchisee sbaff comply with Franchisor's 
requirementsandprocedures for periodic inspectionsof the Fremises, and sbalf Fufly cooperate w îth 
Franchisor'srepresentatives insucbinspections by rendering sucbassistanceastbey may reasonably 
request 

537 Franchisee agrees to use in tbeconstruction andoperation oftbe Franchised 
Studio only those brands, types or models of construction an^ 
furniture and signs thatthe Franchisor bas approved for the Finot's Falette Studios as meeting its 
specifications and standards for quality, design, appearance, function and performance. Franchisee 
fut^ber agrees toplace or display at tbepremises of thefranchisedStudioonly such signs,emblems, 
lettering, logos and display materials that are from 
Franchiseemay purchase approved tŷ pes or modefsofcons^^ 
equipment, furniture and signs from any supplier approved or designated by tbe Franchisor(wbichn^ 
incfude the Franchisor and/or its affifiates), which approvaf may not be unreasonably withheld If 
Franchisee proposes to purchase any type or model of construction or decorating material, fixture, 
equipment, furnitureorsignnotthenapprovedbytbeFranchisor,andBoranysucb item from any suppfier 
which is not tben approved by the Franchisor, Franchisee sball first notify Franchisor in writing and shad 
submit to Franchisor sufficient specifications, photographs, drawings and/or other mformation or sam 
foradeterminationby franchisor of whether suchbrandor type ofconstructionordecorating material, 
fixture, equipment, furniture or sign complies witb its specifications and standards, franchisor may,inits 
solediscretion, refuse to approve any such item(s)^ 
standards or specifications. 

5 4 Opening Date Unless delayed by the occurrence ofevents constituting "force majeure'' 
as defo^ed in Section5.5 below,Franchisee shall construct, furnish, and openthefranchised Studio in 
accordance withthis Agreement the earlier of six(6) months following the execution of this Agreement 
or three (3)montbsa^er tbe Approved Location isidentified andsecured through lease or purchase. 
Time is oftbe essence Franchiseeshall provideFranchisorwith(a) written notice ofits specific intended 
opening date; and (b) request for franchisor's approval to open on such date Sucb notice and request 
shall bemadenolatertbanthirty(30)days priorto such intended opening date Additionally,Franchisee 
sball comply with all other of Franchisor's pre-opening requirements, conditions and procedures 
(inciuding,witboutiimitation,those regarding pre-opening scheduling, trainm^ 
set fortbintbis Agreement, tbeManuafs,and/orelsewhereinwritingby Franchisor, and shallobtain 
Franchisor'swritten approval as to the opening date prior to opening theFranchised Studio. 

^5 Fnrce Majeure As used in tbis Agreement,"force majeure" means an act of Ood,w^ar, 
civil disturbance, act ofterrorism, government action, fire, fiood, accident, hurricane, eartbqu^^^ 
calamity,strikeorotherlabordispute,oranyotbercausebeyond the reasonable control of Franchisee 
provided, however, force majeure sball not include Francbisee'siack of adequate financing. 

6 TRAtNtNG 

^1 tnitialTraining and Attendees Before opening the Francbised Studio,Franchisee sball 
bave satisfied all initial training obligations re^ 
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6 11 francbisee(o^1fFranch1seeisot^ 
(defioedmSecfion8^ hefow^an^lfappl icabl^ theGene^ Manage andupfoone(1)addnfona1 
persons as Eranchisor may require, (not to exceed a total of three (3) persons), shall attend and 
successfully complete, to franchisor'ssatisfaction, the initial training program offo^ 
1ocationdesignatedhyfranchisor(un1ess this Agreed 
Studio heing developed pursuant to an Area Development Agreement between Eranchisor and franchisee 
(or an affiliate offranchisee), in which event the requirements set forth in Section 6.E3 helow shall appl^ 
with respect to the pre opening training of franchisee, the Designated frincipal and any General 
Manager). Theduration ofthe initial training will he from approximately ninety (90) to one hundred 
(100) hours,dependingon the function ofthe individual attendingsuch training Duringthe initial 
trainmg,franchiscesha11 receive instruction, trainingand education in theoperation ofthe Eranchised 
Studioand indoctrination into theSystem Ifany required attendee does not satisfactorily complete such 
training, franchisor may require that a replacement person attend and successfully complete, to 
franchisor'ssatisfaction,the initial trainingprogram. 

6.12 Iffranchiseeis other than an individua!franchisor may require (in additionto 
the training ofthe Designated Principal and General Manager) that any or all owners of heneficiai 
interests infranchisee (eacha"Principaf'), who areindividuals and own at leastatcnperccnt(IO^) 
beneficial interest in franchisee, attend and successfully complete, to franchisor's satisfaction, such 
portions of the initial training program as determined hy franchisor appropriate for frincipais not 
involved in the day-today operationsofthe Eranchised Studio 

6.E3 If this Agreement is forthe fourth or subsequent Pinot's Palette Studio being 
developed pursuant to an Area Development Agreement between Eranchisor and franchisee (or an 
affiliateof franchisee), tben Prancbisee shall be responsible forconductingthc initial trainingof its 
Designated Principal, its General Manager (if applicable), and any otber managerial personnel, in 
accordance witb the requirements and conditions as franchisor may from time to time establish^ 
training, franchisor's requirements for initial training hy franchisee shall be set forth in the Manuals 
otber written materialsand shall include, hut are not limited to, the requirement tbat all such training 
activities be conducted: (a) bythe Designated frincipa1(s)or personnel ofEranchisee(or an affiliate of 
franchisee) who bave completed franchisor's initial training program to the satisfaction of the 
francbisor,and wbo remain acceptable tofranchisor toprovideinitia1training;and(b) following the 
procedures and conditions established hy franchisor. Iffranchisor determines that tbe training provided 
hy franchisee does not satisfy franchisor's standards and requirements, or tbat any newly trained 
individual is not trained to franchisor's standards, then Eranchisor may require that such newly 
individual(s) attend and complete an initial training program provided by Eranchisor, at a location 
designated by Eranchisor,prior to the opening of tbe franchised Studio. 

6 14 franchisee must satislyallpre-opening training requircmentsundertbisSection 
6 l b y no later tban thirty (30)days prior to the scheduled opening of tbefrancbised Studio. 

6 2 New or Replacement Designated Princmal and General Managers In the event that 
franchisee's Designated Principal or General Manager ceases active employment in tbe Eranchised 
Studio, Eranchisee shall enroll a qualified replacement who is reasonably acceptable to Eranchisor in 
Eranchisor'straining program reasonably promptly following cessationof employment of said i n d ^ ^ 
In thealternative, witb respect to traininga replacement General Manager, Eranchisee may train sucb 
replacement(s) in accordance witb Section 63 below fbe replacement Designated Principal andfor 
General Manager shall complete tbe initial training program as soon as is practicable and in no event later 
than any time periods as Eranchisor may specify from time to time in tbe Manuals and otherwise in 
writing, franchisor reservestberigbttoreview any Erancbiseetrainedpersonneland requirethat such 
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persons attend and eomplete, to the sattsfaetion of Franehisor, the hntial training program offered hy 
franchisor ataloeation designated hy franchisor 

63 Traiomg hy Franchisee of Addttmmd or Rc^accmcnt General Managers 
franchisee shaii havetheoptionoftrainingany General Manager ̂ bilowingthetrainingofthefirst 
General Managerhy franchisor)atthe franchised Stndio or otherFinot's faiettcStndiosoperated hy 
franchisee or its affiliates, provided that franchisee is in compliance with all agreements hetween 
franchiseeand franchisorand fnrtherprovided that the training iscondncted: (a) hy the Designated 
frincipal or other personnel who has completed franchisor'sinitial training program to the satisfaction of 
the franchisorand who remains acceptable to franchisor to provide snch training) and (h)in accordance 
with any reqnirementsorstandardsas franchisor may from timeto timeestahlish in writing for snch 
training. In theeventfranchisorassistsfranchisee with snch training, franchisor reservestheright to 
reqnirefranchisee to pay franchisor'sthenenrrentperdiem charges fbr snch training. 

64 Refresher Training franchisor may also require that franchisee or its Designated 
PrincipalandGeneral Manager attend snch refresher conrses,seminars,andother training programs as 
franchisor may reasonably require from time to time, provided that snch training shall not exceed fo^ 
daysperpersoneachyear,andattendanceforuptothree(3)daysperperson each year at conventions,if 
any,conductedforfrancbisor'sfrancbisees 

65 TrainingGosIs The costof all training (instructionandrequired materials) shall be 
borne hy franchisor, except as provided in Sections 63 and 67. Al l other expenses incurred in 
connection with training, including,witbout limitation, the costs of transportation,lodging, meals,w 
andworker'scompensationinsurance,shallbehornehy franchisee 

66 Location ofTraining All training programs shall he at such times as may be designated 
by franchisor. Training programs sball be provided at franchisor's headquarters andBor sucb other 
locations as franchisor may designate 

67 Additional DnsiteTraining Iffrancbisee requests that franchisor provide additional 
on site supervision or supplemental training or that any training programs offered or required by 
franchisor be conductedfor franchisee at tbe franchised Studio,then franchisee agrees that it sballpay 
franchisor'sthencurrent per diem charges and out-ofpocket expenses,w^bicb shall he as set f o ^ 
Manuals or otherwise in writing 

7 T F G H N D L D G Y 

71 Gompnter Systems and Required Software Tbefollowing terms and conditions shall 
apply w^itbrcspectto tbe GomputerSystem and Required Software: 

7.1 1 franchisor shall havethe right tospecilyor require tbat certainhrands, types, 
makes, and/ormodelsofcommunications, computer systems, and hardware be used hy, between, or 
among Pinot's falette Studios, including without limitation: (a)desk top computer system, data, and 
voice storage, retrieval, and transmissionsystems foruseatfinot 's falette Studios, bctweenor among 
Rinot'sfalette Studios, and between and among the francbised Studio and franchisor and/or franchisee; 
(b)camerasystems;(c)pbysical, electronic,and other security systems:(d) printers and other peripber̂ ^̂  
devices;(e)archivalhack-upsystems;(f)audiovideoequipment;and(g) internet access mode and speed 
(collectively,the"Gon^pnter System") 

7 12 franchisor sball have the rigbt, but not the ohligation, to develop or bave 
developed for it,or to designate: (a) computer software programs andaccountingsystemsoftwarc that 
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Franchisee must u s e m c o n n ^ 
shaii instai i ;^updates ,supp^ 
Franehiseeshad instaii;(e)the tangible media upon which sueh Fra^ 
database fiiestructureofFranchisee'sComputerSystem. 

7 Ftanchisee shad record ad sales on the Computer System 

Franchisee shad make, from time to time, such upgrades and other changes to the 
ComputerSystemand Required Softwareas Franchisor may request in writing (coilecti^ 
Upgrades") 

7 Franchisee shad comply with ad specifications issued hy Franchisor with respect 
totheComputerSystemandthe Required Software, and with respectto Computer Upgrades Franchisee 
shall also afford Franchisor unimpeded access toFranchisee'sComputer Systemand RequiredSofiware 
as Franchisor may request, in the manner,lbrm,and at the times requestedhy Franchisor 

7.2 Data Franchisormay,fromtime-to-time,specify inthe Manuals or other^vise in writing 
the information that Franchisee shall collect and maintain on the Computer System installed at the 
Franchised Studio, andFrancldsee shall provide to Franchisor such reports as Francldsor may reasonably 
request from the data so collected and maintained. All data pertaining to the Franchised Studio, and all 
data created or collected hyFranchisee in connection with the System,or in connection with Franchisee's 
operation ofthe husiness (including without limitation data pertaining to or otherwiseconcerning the 
Franchised Studio'scustomers)or otherwise provided b 
uploaded to,ordownloadedfiomFranchisee's Computer System)is and willbe owned exclusively by 
Francbisor,andFrancbisorwill bavetherighttousesucbdatain any manner tbat Franchisordeems 
appropriate without compensationtoFrancbisee Copies and/or originals of such data must he provided 
to franchisor upon franchisor's request franchisor herehy licenses use ofsuch data hack to Franchisee 
for tbe term of this Agreement, at no additional cost, solely fbr franchisee'suseinconnection withthe 
business francbised under this Agreement. 

7.3 Frivacy Franchisee sball abide hy all applicable laws pertaining to privacy of 
information collected or maintained regarding customers or other individuals ("Privacy"! ^md sball 
comply withFranchtsor'sstandards and policiespertainingto Privacy. Ifthere isaconfiict between 
Franchisor's standards and policies pertaining to Privacy and applicable law, Franchisee shalk 
(a)comply witbtherequirementsofapplicablclaw;(h)immediatelygive Franchisor written noticeof 
said confiict; and(c)promptly and fully cooperate w ^ 
mayrequesttoassist Franchisor in itsdetermination regardingtbe mosteffective way, ifany, to meet 
Francbisor'sstandardsandpoliciespcrtainingtoPrivacywitbin the bounds of applicable law. 

74 Telecommunications Francbiseesballcomply with Francbisor'srequirements (as set 
forth in the Manuals or otherwise in writing) witb respect to establishing and maintaining 
telecommunications connectionsbetween Franchisee'sComputerSystemand Franchisor's lntranet(as 
defined below!ifany,and/orsuch other computer systems as Franchisor may reasonably require. 

7.5 Intranet Franchisor may establish a website providing private and secure 
communicationshetweenFranchisor,Franchisee, francbisees, licensees and other persons and entities as 
determined hy franchisor, in its sole discretion (an "Intranet"! Franchisee shall comply w îtb 
Francbisor'srequirements(as set forth in the Manuals or otherwise in writing) with respect to connecting 
to tbe Intranet, and utilizing the Intranet in connection with tbe operation oftbe Franchised Stu^^^ The 
Intranet may include, without iimitation, the Manuals, training or otber assistance materials, and 
management reporting solutions (botbupstream and downstream,asFranchisormaydirect) Franchisee 
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sba^purchase and maimain sucb 
ufibze tbe Intranet 

7 6 ^ebs^es As nsed in tbis Agreement, tbe term "website" means an interactive 
eieetroniedoenment^ series of symbols, or otbe 
by eommnnieations software Tbe term Website ineindes, but is not bmited to,Internetand World Wide 
Web borne pages, inconnection witb anyWebsite, franebisee agrees to tbe foiiowing: 

7 6 i franchisor sbaii bavetbe rigbt, but not tbe obiigation,to establish and maintaina 
Website, wbicb may, without iimitation, promote tbe Proprietary Marks, finot's falette Studios, the 
franchisingofPinot'sfaiette Studios, and/or tbe System, franchisor shaii have the soic right to control 
ail aspectsof tbe Website, including without limitation its design, content,functionality, links tothe 
websitesof tbird parties, legal notices, andpoliciesandtermsof usage; franchisor shallalso bave tbe 
rigbt to discontinue operation ofthe website 

7.6.2 Prancbisor shall bave the rigbt, but not the obligation, to designate one or more 
web page(s) to describe Prancbisee and/or thefranchised Studio, witb suchwehpage(s) to bclocated 
within franchisor's Website Prancbisee shall comply with franchisor's policies witb respect to tbe 
creation,maintenance and content of any such web pages; andfrancbisor shall have tbe right to refuse to 
post and/or discontinue posting any content and/or tbe operation ofany web page. 

7 6 3 franchisee shall not establish a separate Website, without franchisor's prior 
written approval (which franchisor shall not he obligated to provide). If approved to cstahlishaWehsite, 
franchisee sball comply witb franchisor's policies, standards and specifications with respect to the 
creation,maintenance and content of any suchWehsitc Pranchisee specifically acknowledges and agrees 
thatany Website owned or maintained by or for tbe benefit offrancldsee shall he deemed "advertising" 
undcrtbisAgreement,andwill be subject to(among other tbings)franchisor'sapproval under Section 13 
below 

76.4 franchisor shallhavetheright to modify tbe provisions of tbis Scction7relating 
toWehsites as Prancbisor shall solely determine is necessary or appropriate 

77 Online Use of Marks franchisee shall not use the Proprietary Marks or any 
abbreviation or otber name associated with franchisor and/or the System as part ofany e-mail address, 
domain name, and/or other identification offranchisee in any electronic medium franchisee agrees not 
to transmit or cause any other party to transmit advertisements or solicitations by e mail or otber 
electronic mediawithoutfranchisor'spriorwrittenconsentastofrancbisee'splanfbrtransmitfi^ 
advertisements 

7 8 No Ontsonrcing without Prior written Approval franchisee shall not hire tbird party 
or outside vendors to perform any services orohligations in connection with the Computer System, 
Required Software,or anyother offrancbisee'sohligafionswithoutPrancbisor'spriorwrittenapproval 
therefor Prancbisor'sconsidcrationofany proposedoutsourcing vendor(s)may heconditionedupon, 
among otber things, sucb tbird party or outside vendor's entry into a confidentiality agreement with 
Pranchisor andfranchisee inaform that is reasonably provided by Pranchisor. 

79 Changes to Technology franchisee and franchisor acknowledge and agree that 
cbangestotecbnology aredynamicandnot predictable withinthe termof this Agreement Inorder to 
provide for inevitable but unpredictable changes to technological needs and opportunities, franchisee 
agrees tbatfrancbisor shall bave the rigbt to establish, in writing, reasonable new standards forthe 
implementation oftechnology in theSystem; and franchisee agrees that it shall abide by t l ^ 
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new standards estahhsbed by Prancbisor for 
tbat purpose 

8 O T H E R DUTIES OP FRANCHISEE 

8 1 Petals of Operation Prancbisee understands and acknowledges tbat every detad of tbe 
System and tbis Agreement is important to Prancbisee, Prancbisor, and otber francbisees in order to 
devefopand maintainbigboperating,quadty and service standards,to increase tbedemand, to protect 
Pinot's Paiette Studios operating under tbe System, and to protect tbe reputation and goodwill of 
Prancbisor. 

8 2 Compliance witb tbe Agreement, including tbe Manuals Prancbisee sbaii operate tbe 
francbised Studioin strictconformity witb tbis Agreement and sucb standards and specifications as 
Prancbisor may from time to time prescribe in tbe Manuals or otherwise in writing, and sbaii refrain from 
deviating from sucb standards, specifications, and procedures without tbe prior written consent of 
Prancbisor 

83 Management of Bnsiness^Designated Principal If franchisee is other tban an 
individual, prior to beginning training, franchisee sbaii comply witb tbe fodowing: 

83d franchisee shall designate, subiect to franchisor's reasonable approval, one 
Principal wbo is bothan individualperson andownsat least a t enpe rcen tO^) beneficial interest in 
franchisee, and ŵ ho shallbe responsibieforgeneraloversight and management of the operations of tbe 
franchised Studio on behalf of franchisee (tbe "Designated Principal) In the event tbe person 
designated as tbe Designated Principal dies, becomes incapacitated, transfers his/her interest in 
franchisee, or otherwise ceases to supervisethe operations of thefranchised Studio, franchiseeshall 
promptly designateanew Designated Principal,subject to francbisor'sreasonahle approval 

83.2 franchisee shall designate either the Designated Principal or an experienced 
managertoassumetbefull time responsibility for tbe daily supervision and operation of the francbised 
Studio (tbe"CeneralManager"! Pranchisor reserves tberight to approvetbebiringofany Ceneral 
Manager francldsee shall inform Prancldsor in writing w ĥed̂ er franchisee, tbeDesignatcdPrincipal (if 
franchisee isotbertban an individual), oraCcneral Manager w îll assume tbis role. 

8.3.3 Pranchisee acknowledges and agrees tbat franchisor shall bave tbe right to rely 
upon either or both the Designated Principal and the Ceneral Manager as having responsibility and 
decisionmaking authority regarding tbe franchised Studio'soperation and francbisee'sbusiness 

84 Staffing franchiseeagrees to maintainacompetent, conscientious, staff of artists and 
nonartists (wbo are trained hy franchisee to franchisor's standards and requirements) in numhers 
sufficient to promptly service customers and to take sucb steps as are necessary to ensure that its 
employees preservegoodcustomer relations; rendercompetent, prompt, courteous,and knowledgeable 
service; comply with sucb uniforms and/or dress code as franchisor may prescribe; and meet sucb 
minimum standards as franchisor may establish from time to time in tbe Manuals In no ŵ ay limiting the 
foregoing, franchisee shall bave on payroll at all timesaminimum number of artists cqualto the number 
of art classes scheduled eacb week, wbo bave completed all training and certifications required by 
franchisor, franchisee sball he solely responsible for all employment decisions and functions oftbe 
franchised Studio, inciuding those related to ldring,firing,wagc and hour requirements, rec 
supervision, and disciplineof employees 
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85 Use of Premies Franchisee shad nse the Premises sdeiy forthe operation ofthe 
Franchised Stndio; shaii keep theFranchised Stndioopcn and tn normal operation for snch minimum 
hours and days as Franchisor may specify; shad refrain From using or permitting theuseor 
for any other purpose or activity at any time without first obtaining the written consent ofFranchisor 

86 Conformity to Standards To insurethatthehighestdegree ofquafity and service is 
maintained, franchisee shad operatethe franchised Studio in strict conformity w îth such methods, 
standards, and specifications as Franchisor may fromtime to time prescribe inthe Manuals or otherwise 
in writing. Without iimitation, Franchisee agrees as follows: 

8.6.i Franchisee shall purchase and install prior to the opening of the Franchised 
Studio, andthercafier maintain, all fixtures,furnishings,equipment,decor,andsigns,andmaintainin 
sufficient supplies andmaterials,asFranchisor may preset 
Franchisee shad refrainfrom deviating therefromby the use of any tmapproveditem without the pri^ 
written consent offranchisor. 

8 6 2 Franchisee shall offer and sell only products and services that Franchisor 
specifies from time to time, unlessotherwise approved in w^ritmghy Franchisor; and Franchiseeshall 
offer and sell all products and services as franchisor may specify from time to time as required offerings 
at the franchised Studio Franchisee is prohibited from offering or selling any products or set^ices at or 
from the Franchised Studio that have not previously been authorized by Franchisor,and shall discontinue 
selling and offering for sale any products or services which Franchisor shall have disapproved, in writing, 
atanytime IfFranchisee wishes to offer or sell any products or services tbat bave not previously been 
authorized hy Franchisor, Franchisee must first make a written request to Franchisor for approval 
Franchisor may deny such approval for any reason. 

863 Franchisormay, in theexerciseof its reasonable husinessjudgmentand to tbe 
extent permitted by applicable law,establish specific prices for products and/or services (includingart 
classes andfor private party events)orarange of acceptable prices that,meitber case, shall he adhered to 
hyFranchisee and ad other similarly situated Finot'sFalette Studios. 

8 64 Franchisor may designate an independent evaluation service to conduct a 
"mystery^ shopper^qualitycontroiandevaluationprogram with respect to Franchisor or affiliateowned 
andfor franchised Finot'sFalette Studios Franchisee agrees that the Franchised Studio will participate in 
sucb mystery shopper program, as prescribed and required by Franchisor, provided that Franchisor 
owned, affiliate owned, and franchised Finot's Falette Studios also participate in sucb program to the 
extentFranchisorhas tbe rigbt torequircsuch participation. Franchisor shall have therightto require 
Francldsee to pay tbe then current charges imposed hy sucb evaluation service with respect to inspections 
of the Franchised Studio, and Franchisee agrees that it shall promptly pay such charges; provided, 
however, tbat such charges shall not exceed Five flundred Dollars (^500) duringeach year of this 
Agreement. 

8 6 5 Franchisee acknowledges and agrees that in certain jurisdictions. Franchisee may 
be required hy applicable law and/or Franchisor to ohtainaliquor license or alcoholic beverage perndt 
similar license or permit, for the sale and/or consumption of alcoholic beverages. In the event this 
licensing or permitting is required. Franchisee shall: (i) he solely responsible for complying witb all laws 
and regulations relating to alcohol and alcohol sales, service, consumption, presentation and preparatfo^ 
(ii) comply witbFrancbisor'sstandardsandspecifications relating to alcoholandalcoholsales,service, 
consumption, presentation and preparation; and (iii) obtain and maintain sucb additional insurance 
coverage as Franchisor may require pursuant to Section 14of tbis Agreement Notwithstanding anything 
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^ t h e c o m ^ m ^ A ^ ^ 
Franc^ee shabby provided 

Fraoc^eesh^pa^ic ipa^mad customer surveys and 
may require d^r fraucbisee provide discounted or oompdmeutar̂ ^ 
provided tbatsueh diseouutedoreompdmentary sales shad not he included in dteNet Salesof d̂ e 
Franchised Studio. Additionally, Franchisee shall participate in any complaint resolution and other 
programs asFranchisor may reasonably establish forthe^ 
limitation, providing discounts or refunds to customers. 

Purchases and Approved Suppliers Franchisee shall purchase all equipment, fixtures, 
furnisldngs, signs,decor,supplies, services, and productsrequired for the establishment and opcr̂ ^^ 
d^efranchisedStudiofrom Suppliers designated or approvedinwritingbyfranchisor (as usedin this 
Section87the term ^Suppher''sball include manufacturers, distributors and other f o ^ ^ 
in determining whether it will approve any particular Supplier, Franchisor shall consider various tacto^ 
including hut not limited to whether tbe Supplier (i) can demonstrate, to Franchisor's continuing 
reasonable satisfaction,tbe ability to meet franchisor'stbencurrent standards and specifications for such 
items; (ii) possesses adequate quality controls and capacity to supply Franchisee's needs promptly and 
reliably; (iii) approval ofwho would enable theSystem,in franchisor'ssole opinion, to take advam 
marketplace efdeiencies; and (iv) has been approved in writing by Franchisor prior to any purchases by 
Franchisee from any sucb Supplier, and have not thereafter been disapproved Franchisor reserves the 
right to designate,at any time and for any reason,asingle Supplier fbr any equipment, supplies, services 
or productsand to requirefranchisee to purchaseexclusively from such designated Supplier, which 
exclusive designated supplier may he Franchisor or an affiliate ofFranchisor 

8.^i If Franchisee desires to purchase any products or otber items, equipment, 
supplies, services from suppliers otberthan those previously designated or approved hy Franchisor, 
FranchiseemustfirstsubmittoFranchisorawrittenrequest for authorization topurchasesuch items. 
Franchisee shall not purchase from any Supplier until, anduniess, such Supplier hasheenapprovedin 
writing by Franchisor Franchisor may deny such approval for any reason, including its determination to 
limit tbe numberofapproved Suppliers Franchisee must submitto Franchisor suchinformation as 
Franchisormay reasonably require, andFrancbisorshallhave the right torequireperiodically that its 
representatives be permitted to inspect sucb items and/orSupplier'sfacilities. Acharge not to exceed the 
reasonable cost ofthe evaluation shall be paid by Franchisee 

8 7 2 Franchisor reserves the rigbt, at its option, to revoke its approval upon the 
Supplier'sfailuretocontinue to meet any offranchisor'sthencurrent criteria Upon receipt of written 
notice of such revocation, Francbiseesballcease tosell or useany disapproveditemand/orcease to 
purchase from any disapproved Supplier. 

8 7.3 Nothing in the foregoing sball he construed to require Franchisor to approve any 
particular Supplier, nor to requireFrancldsortomakeavailabletoprospectiveSuppliers,standardsfor 
approval andBor specifications for formulas, which Franchisor shad have the rigbt to deem confide 

87.4 Notwithstanding anything to tbe contrary contained in this Agreement, 
Franchisee acknowledges and agrees tbat, at Franchisor'ssole option, Franchisor mayestahlisb one or 
more strategic alliances or preforred vendor programs with one or more nationally or regionally known 
Suppliers wbo are willing to supply all or some Finot'sFalette Studios with some or all of tbe products 
and/or services that Franchisor requires for use andBor sale in the development and/or operation ofFinot's 
Falette Studios In this event, Franchisor may limit the numherof approved Suppliers with whom 
Franchisee may deal, designate sources tbat Franchisee must usefor some or all products and services. 
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andfor refuse any ofEranc^see's^ 
interest ofthe System or the franehised network of finot's Palette Studios, franchisor shaii have 
nniindted discretion to approve or disapprove ofthe Suppliers who may he permitted 
services to franchisee. 

8.7.5 franchisor andits affiliates may receivepayments or other compensationfrom 
Suppliersonaccount of suchSnppliers^dealings with franchisee andother franchisees;and franchisor 
may use ad amounts so received for any purpose franchisor and its affiliates deem appropriate 

88 No Warranties. franchisee acknowledges that in purchasing or leasing supplies, 
equipment and/or materials from Suppliers approved hy franchisor, F R A N C H I S O R E X P R E S S L Y 
DISCLAIMS A N Y W A R R A N T t E S OR R E P R E S E N T A T I O N S AS TO T H E CONDITION OP 
S A M E , INCLUDING WITHOUT L I M I T A T I O N , EXPRESS OR I M P L I E D W A R R A N T I E S AS 
TO M E R C H A N T A B I L I T Y OR EITNESS EOR A N Y INTENDED PURPOSED E R A N C H I S E E 
A G R E E S T O L O O R S O L E L Y T O THE M A N U E A C T U R E R OR SUPPLIER OE S A M E IN T H E 
E Y E N T O E A N Y DEFECTS THEREIN^ 

89 Inspections franchisee shall permit franchisor and its agents to enter upon the 
Premisesatany dmeduringnormal husiness hours forthe purposeofconductinginspectionsofthe 
Premises and the operations ofPranchisee. Pranchisee shall cooperate with representatives in such 
inspections hy rendering such assistance as they may reasonably request; and, upon notice from 
franchisororitsagents,and without limiting other rights offranchisor under this Agreement, shalltake 
such steps as may he necessary to correct immediately any deficiencies detected during any such 
inspection Shouldfranchisee, for any reason, fad to correct such deficiencies withinareasonahle time 
as determined hy franchisor, franchisor shall have the right, hut not the ohligation, to correct any 
deficiencies which may hesusceptihleto correction hy franchisorand tocharge Pranchiseetheactual 
expensesofPranchisorinsoacting,whichshaii he payahlehy franchisee upon demand The foregoing 
shall he in addition to such other remedies Pranchisor may have 

8 10 Trademarl^ed Items Pranchisee shall ensure that ail advertising and promotional 
materials,signs,dccorations,andotheritemsspecifiedhy franchisor hear theProprietaryMarksin the 
form, color, location, and manner prescribed hy franchisor. Pranchisee shall place and iiluminateall 
interior and exterior signs and decor items in accordance w^itbfrancbisor'sspecifications. 

8.11 Co^npliance Pranchisee sbailcomply withall fodera!stateand local laws, rules and 
regulations, and shall timely obtain any and all perndts, certificates, or licenses necessary for tbe full and 
proper conduct ofthe husiness licensed hy this Agreement, including, without limitation, operation 
licenses, licenses to do business and fictitious name registration 

8.12 Uniforms. franchisee shall he responsible for having all personnel employed hy 
franchisee wear standard related uniformsandattireduring husinesshours in order tofurtberenhance 
francbisor'sproduct and format, franchisee sball be permitted to purchase such uniforms and attire from 
manufacturers or distributors approved hy franchisor, which uniforms and attire must he in strict 
accordancewitbfranchisor'sdesign and other specifications. 

813 Prohibited Product Eine In tbe event f ranchisee sells product or performs any 
services that franchisor bas not prescribed, approved or authorized,franchisee sball(i)cease and desist 
offering or providing tbe unauthorized or unapproved product or from performing such services and 
(ii)pay to franchisor, ondemand, a prohibited product or service fine equal toTwo Hundred fifty 
Dollars (^250) per day for each day suchunautborizedorunapprovedproduct or service is offered or 
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provided h y F ^ n c h i s ^ Tbe proldhired product or se rv^ 
available to Prancbisor under tbis Agreement or at law. 

8d4 Parficmation in Promo^ons Prancbisee sbad participate in promotional programs 
developed by Prancbisor for tbe System, in tbe manner directed by Prancbisor in tbe Manuals or 
otberwiseinwriting. In no way limiting tbe foregoing, Prancbisee agrees tbat ifrequired by Prancbisor: 

8141 Prancbisee sball participate in ad programs and services for frequent customers, 
senior citizens, children,and otber categories,wbicb may include providing discounts 

8.14.2 Prancbisee sballsell orotberwiseissucgittcardsorcertificates(togetber"Gift 
Cards") tbat bave been prepared utilizing tbe standard form of Cift Card provided or designated by 
Prancbisor, andoniy in tbe mannerspecified by franchisor in the Manualsor otherwise in writing 
Prancbisee sball fully honor ad Cift Cards that arc in tbe form provided or approved hy Pranchisor 
regardlessofwbetberaCiftCard was issued hyfranchiseeoranotberPinot's Palette Studio, franchisee 
shall sell,issue, and redeem(witbout any offset against any Royalty fee or other contribution)Cift Cards 
in accordance witb procedures and policies specified hy Pranchisor in tbe Manuals or otherwise in 
writing, including those relating to procedureshy which franchisee shall request reimbursement for Ci^^ 
Cards issued by other Pinot's Palette Studios and for making timely payment to franchisor, other 
operators of Pinot's Palette Studios, o ra thirdparty service provider for C i f i Cards issued from the 
francbised Studio tbat are honored hyfrancbisor or otber Pinot'sPalette Studio operators 

8.15 Maintenance nf Premises franchisee shad maintain the franchised Studioand the 
Premises in aclcan, orderly conditionand inexcellentrepair;and,inconnectiontherewitb, franchisee 
shall, at its expense, make such repairsand replacements thereto (hut no others without priorwritten 
consent of franchisor) as may he required for that purpose, including such periodic repainting or 
replacement ofohsolete signs, furnishings, equipment, and decor as Prancbisor may reasonably direct. 

8 16 Ongoing Upgrades and Replacements Asset forth in Section 8.6.1, throughout tbe 
term of tbis Agreement, Pranchisee shall maintain all fixtures,furnishings,equipment, decor,and signs as 
franchisor may prescribe from time to time in tbe Manuals orotherwise in writing franchisee shall 
make such changes, upgrades, and replacements as franchisor may periodically require, in the time 
frames specified hy franchisor. 

8.17 five Year Refurbishment and Renovations At the request ofPranchisor, but not more 
often tban once every five (5)ycars, unless sooner required hy franchisee's lease, Pranchisee shall 
refurbish the Premises, at its expense, to conform to tbe franchised Studio design, trade dress, color 
schemes,andpresentationoftheProprietaryMarksinamannerconsistentwithtbe then-current image for 
new Pinot's Palette Studios. Such refurbishment may include structural changes, installation of new 
equipment and signs,remodeling, redecoration,and modifications to existing improvements,and shallbe 
completed pursuant to such standards, specifications and deadlines as franchisor may specie. 

8 18 Compliance with Lease franchisee shall comply withall terms ofits lease or sublease, 
itsfinancingagrcements (ifany), and all other agreements affecting theoperation ofthe franchised 
Studio; shall undertake best efforts to maintainag 
and/or lessor; and shallnotengagein any activity which mayjeopardizefranchisee'srigbt to remain in 
possession of, or to renew tbe lease or sublease for, the Premises. 

8.19 Obligations toThird Parties Pranchisee must at all times pay its contractors,suppliers, 
employees,lessors,1enders,tax autborities, andother creditors,promptly astbe debts and obligations to 
such persons become due failureto do so shad constituteahreacb of this Agreement. 
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820 Noticeof Legal Acfions franchisee shad notify franchisor in writing within fivc(5) 
days of the commencement of any suit to foreclose any lien or mortgage, or any action, suit, or 
proceeding, and of theissnance of anyorder,w^rit,in^ 
other governmentaiinstrnmentaiity,incindm^ 
franchised Stndio,(ii) may adversely affect the operation cAfinanciai condition ofthe franchise 
or (iii) may adversely affectfranchisee'sfinancialcondidon 

821 NoRelocation franchisee shall not relocatethefranchisedStndiofromthe Approved 
Location withontthe priorwritten approval offranchisor Iffranchisee desires to relocatethe franchised 
Studio, the following terms and conditions shall apply: 

821 1 franchisee shall suhmit such materials and information as franchisor may 
request fbr theevaluation ofthe requested plan of relocation, franchisor may, in its sole discretion, 
require any or a l lof thefollowing as conditions of its approval for relocation: (i)franchiseenothein 
default under any provision of this Agreement, or any other agreement between franchisee and 
franchisor; (ii) the proposed substitute location meets franchisor's then current standards for Pinot's 
falette Studios; (iii) the lease (if applicable) for the proposed substitute location mnst comply with 
franchisor's then-current lease requirements fbr finot's Palette Studios (which may include the 
requirement tbat the leasecontain certain terms and conditions, which may he different tban, or in 
addition to, those terms franchisor required as ofthe Effective Date with respect to the Approved 
Location), andfranchisee must obtain franchisor'sapprovalof theproposed lease; (iv) franchisee must 
possess the fmancialresources to meet the costs associated with relocating; and(v) franchisee enter into 
franchisor's thencurrent fbrmof franchise Agreement(whichsball rcplaccthis Agreement),provided 
dtatfranchisee sball not he required to pay an inidalfranchise fee,and executeagenerai release infavor 
offranchisor in the form prescribed by Pranchisor 

8.21.2 AnyrclocationoftbefrancbisedStudiosball he at franchisee's sole cost and 
expense 

8.21.3 franchisor shall have the right to charge franchisee for costs and expenses 
incurred by franchisor in connection with any approved relocation 

8.21.4 lf,througbnofaultoffranchisee,the Premises are damaged or destroyedhy an 
event such tbat repairs or reconstruction cannot be completed within sixty (60) days thereafter, then 
franchisee shall havefortyfive(45) days after such event in which to apply for Prancbisor'sapproval to 
relocate and/or reconstruct the Prcndses,wbich approval shall not he unreasonably withheld. 

821 5 franchisee agrees that in the event o f a relocation of the franchised Studio, 
franchiseeshall promptly remove from the first Pranchised Studiopremises,anddiscontinue usingfor 
any purposes, any andall signs, fixtures, furniturc,posters, fumisbings,equipment, menus, advertising 
materials, stationery supplies, forms and other articles wbicb display any oftbe Propri^^ 
distinctive features or designs associated with Pinot'sPalette Studios, furthermore, franchisee shall, at 
itsexpense,immediateiy makesucb modificationsoralterationsasmaybenecessary to distinguish the 
first Pranchised Studio so clearly from its former appearance and from otber Pinot'sPalette Studios and to 
prevent any possibility ofconfusion therewith bythe public (including,without limitation,^ 
distinctive physical and structural features identifying Pinot's Palette Studios and removal of all 
distinctive signs and emblems) franchisee sball, at its expense, make such specific additional changes as 
thefranchisormay reasonably request for tbispurpose If franchiseefails to initiateimmediateiy or 
complete such alterations within suchperiod of time asthePranchisor deems appropriate, franchisee 
agrees that thefranchisor or its designated agentsmayenter tbepremises of thefirst francbised Studio 
andadjacentarcasatany timetomakesucbalterations,at franchisee'ssoleriskandexpcnse, without 
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^ponsihddy forany acmai o r c o n ^ u e m i ^ d a m a g e s f o ^ prop^y o f F ^ n c b i ^ o r o ^ ^ a n d 
without hahidty for d e s p a s s o r o d ^ ^ o r c r i ^ act. Franchisee cxpre^yacknowicdgcs that its 
faifore to make such ahcratiouswid cause irrcparahie injury to t̂ ^̂  
Franchisee's expense, o f a n exparte order hy and court ofcompetent jurisdiction authorizing the 
Franchisor or its agents to take such action,ifthe Franchisor seeks such an order. Compiiance with the 
foregoing shaii he acondition suhsequent torhe Franchisor's approval ofany relocation request hy 
Franchisee,and inthe eventcompletedeidentificationof thefirst FranchisedStudio premises isnot 
promptly andcompletely undertaken, theFranchisor may then revokeits permission forrelocationand 
declareadefault under this Agreement 

8.22 Franchisee Advisory Councils If franchisor should, during the term of this 
Agreement, formorrequirethe formationofafranchiseeadvisorycouncilor association (hereinafter 
"AdvisoryConncif')orsuchsuccessorcounciltoserveasanadvisorycouncii toFranchisor with respect 
to advertising, marketing, and other matters relating to franchised F i n o t ' s F a ^ 
herequired to hecomeamemher of the Advisory Council. In such event. Franchisee shadpay to the 
Advisory Council all dues and assessments authorized hy the Advisory Council and shall otherwise ahide 
hy the rules and regulations ofthe Advisor^ Councd and shall at aii times maintain its memhersh^ 
Advisory Councilingood standing 

8.23 Changes tothe System Franchiseeacknowledgesandagreesthatfromtimc to time 
hereafter Francldsor may change or modify the System presently identified hy the Proprietary^ 
Francldsordeemsappropriate, iucludingwithout limitationtorefiect the changing market andtomeet 
new and changing consumer demands, and that variations and additions to the System may he required 
fromtimctotimetopreserveandenhancethepuhlic image of theSystemandoperations of Finot's 
FalettcStudios Changes to the Systemmay include, without limitation, the adoption and use of new, 
modified, or suhstituted products, services, programs, standards, policies and procedures, forms, 
Tradedress, equipment and furnishingsand new techniques and methodologies, and (as descrihed in 
Section9heiow)additionai or suhstitute trademarks, service marks and copyrighted materials Chang 
theSystem may further include,without iimitation,abandoning the System aitogetherinfavor of an 
sy^em in connection with a merger, acquisition, other husiness comhination; and modifying or 
suhstitutingentireiythehudding,premises,equ^ 

schemes anduniform specifications and allother unit construction,design, appearance andoperational 
attributes which franchisee is required to ohserve hereunder Franchisee shall, upon reasonable notice, 
accept,impiement,use and display in the operation of theFranchisedStudio any suchchanges inthe 
System, as ifthey werepartof this Agreementatthe time ofexecution hereof, at Franchisee's sole 
expense Additionally, Franchisor reserves the right, in its sole discretion, to vary the standards 
throughout the System, as well as the services and assistance that Franchisor may provide to some 
franchiseeshascd upon the peculiarities ofaparticular site or circumstance, existing business practices, or 
other factors tbat Franchisor deems to be important to the operation of any Pinot'sPalette Studio or th^ 
System. Franchisee shall have no recourse against Franchisor on account of any variation to any 
franchisee and shall not beentided to require Franchisor to provide Franchisee witb a like or similar 
variation hereunder Except as provided herein, Franchisor shall not he liable to Franchisee for any 
expenses, losses or damages sustained hyFranchisee asaresult of any oftbe modifications contemplated 
hereby Franchiseeherehy covenants not tocommenceorjoin inany litigation orother proceeding 
against Francldsor or any tbird party complaining ofany such modifications or seeking expenses, losses 
ordamages caused thereby Finally, Franchisee expressly waives any claims, demands or damages 
arising from or related to theforegoingactivitiesincluding, without limitation,any ciaim of b ^ ^ 
contract,breacb of fiduciaryduty,fraud,and/or breachof theimplied covenant of good laithandfair 
dealing. 
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8 24 Mod^ca^ons Proposed by Franch^ee Prancbisee sbad not implemem any change to 
tbeSystem(incindtngtbenseofany ^ byPrancbisor) without 
Pranchisor'sprior written consent Pranchisee acknowledges and agrees tbat^with respect to any change, 
amendment, or improvement in the System or nse ofadditionai product or service for wi^^^ 
requests Prancbisor'sapprovaL (i) Prancbisor shall have the right to incorporate the proposed change into 
tbe System and shall thereupon obtain all right, title, and interest therein without compensation to 
Pranchisee, (ii) Prancbisor sball not be obligated to approve or accept any request to implement change, 
and (iii) Pranchisor may foom time to time revoke 
System,and upon receipt ofwriden notice ofsuch revocation, Pranchisee shall modify its activities in tbe 
manner described hy Pranchisor 

^ PROPRIETARY M A R K S 

91 Ownership Pranchisor represents witb respect to the Proprietary Marks tbat: 

9d.l The owner oftbe Proprietary Marks ("Licensor") has licensed its right, title, and 
interest in and to tbe Proprietary Marks to Prancbisor. Pranchisor represents tbat applications for 
registration of certain Proprietary Marks bave beenfiled (and otbers may he filed in tbefm 
Licensor withthe appropriate autborities franchisee acknowledges tbat neither francldsor norLic^ 
bas made any representation or warranty to tbe effect that tbeProprietaryMarkswbichhavenot been 
registered sball he registered or are able to he registered therein, and tbe failure to obtain r e g ^ ^ 
any oftbe Proprietary Markssball nothedeemedtobeabreach ofthe terms of tbis Agreement by 
francldsor Moreover,francbiseesballcooperate withfranchisor. Licensor and their representatives,at 
franchisors expense, inthe prosecutionofanyapplicationsorregistrationsof any Proprietary Marks 
which bave heen filed witb the appropriate autborities 

9 1 2 Pranchisor will takeall steps reasonably necessary to preserve and protect the 
ownershipandvalidityinand to tbe Proprietary Marks 

9.2 License to Pranchisee Pranchisee'srigbttousetheProprietaryMarks is limited to such 
usesasareautborizedunderthisAgreement inconnection with theoperadonofthe francbised Studio, 
and any unauthorized use tbereofshall constitute an infi^ingement ofrights ofPranchisor Nothing 
Agreement shall be construed as authorizing or permitting their use at any otber location or for any otber 
purpose except as may be authorized in writing by Pranchisor. 

9.3 Termsof Franchisee's Lsage Withrespect to Prancbisee'suseoftbcProprietary 
Marks, Pranchisee agrees that: 

9 3.1 It shaii use only tbe Proprietary Marks designated by franchisor, and to use them 
only in tbe manner authorized and permitted hy franchisor, further, Pranchisee shall not use any 
confusingly similarTrademarks in connection with its francldse or any otber business in which it has an 
interest; 

9.3 2 It shall use the Proprietary Marks only for the operation of tbe business 
francbised bereunderandonlyatd^elocationautborized hereunder, or in francbisor approved advertising 
for the husiness conducted at or from that location; 

9 3 3 Itsbadoperateandadvertise the franchised Studio only underthe name^Pinot's 
PaletteB'and usethe Proprietary Marks wid^out prefix or suffix, unless otherwise aud^orized or re^ 
bv franchisor. 
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9B^4 dshad not use tbe Proprietary 
or as part ofany e-madaddress,dotnain name, orotber identifieation of franebisee in any eieetronie 
medium. franebiseemay,asneeessary toeonduettbebusinessoftbe franebised Studioand toobtain 
governmentai licenses and permits for tbefranebised Studio, indicate tbat franebisee sball be operating 
tbe francbised Studio under tbe trade name "finot'sPalctte,"provided tbat franebisee sball also c 
identify itselfas tbe owner and operator oftbe francbised Studio; 

9.3.5 It sball idendfy itself as tbe owner of tbe francbised Studio (in tbe manner 
requiredby franchisor) inconjunction witbany useoftbe Proprietary Marks, includingoninvoices, 
orderfbrms,receipts,andbusinessstationery,aswedasatsucb conspicuous locations on tbe Premises as 
Prancbisor may designateinwriting; 

9.3.6 ftsballnotusetbeProprietaryMarks in sucbaw^ayasto incur any obligation or 
indebtedness on bebalf offranchisor; and 

93.7 It sball execute any documents deemed necessary by franchisor to obtain 
protection for tbe Proprietary Marks or to maintain their continued validity and enforceability At 
Prancbisor'srequest,francbiseeshallassign,transfer or convey tofranchisor,in writing, alladditional 
rights, if any,tbat may be acquired by franchisee asaresult ofits useoftbe Proprietary Marks. 

94 Prancbisee Acknowledgments franchisee expressly understands and acknowledges 
that: 

9 4.1 During tbe term of this Agreement and after its expiration or termination, 
Pranchisee sballnotdirecdyorindirectlycontest tbe validity offranchisor'srighttouse and to license 
otbers to use, tbe Proprietary Marks; 

9 4 2 franchisee's use of tbe Proprietary Marks does not give franchisee any 
ownership interest or otber interest in or to the Proprietary Marks; 

9 4 3 Any and allgoodwill arisingfrom franchisee's uscoftbeProprietary Marks 
shallinure solely and exclusively to tbe benefit ofPranchisor,and,upon expiration or termination of this 
Agreement, no monetary amount shall be assigned as attributable to any goodwill associated with 
franchisee'suseofthe System or tbe Proprietary Marks; 

9.4.4 The right and license ofthe Proprietary Marks granted hereunder to franchisee is 
nonexclusive, andfrancbisorthnshasandretains the rights,amongothcrs: (a)tousetheProprietary 
Marks itself;(h)to grant other licensesfortbeProprietaryMarks;and(c)to develop andestahlisb other 
systems using the froprietary Marks, similar proprietary marks, or any other proprietary 
grant licenses thereto without providing any rigbts therein to franchisee; 

9.4.5 Pranchisorreserves the right to approve all signs, memos, stationery, husiness 
cards, advertising material forms and all otber ohjectsand supplies using the Proprietary Marks Aii 
advertising, publicity, point of sale materials, signs, decorations, furnishings, equipment, or other 
materials employing the Proprietary Marks sball he in accordance with this Agreement and the 
Confidential Operations Manuals,and Pranchisee shall obtain Prancbisor'sapproval prior to such use; 

9.4.6 francbisorshallbavetberighttosubstitutc differentproprietary marks fbr use in 
identifying the System and the businesses operating thereunder at tbe sole discretion ofPranchisor. If it 
becomes advisable at any time, in the discretion ofPranchisor, to modify or discontinue use of any 
Proprietary Mark and/or to adopt or useone or more additional or substitute Proprietary Marks, tben 
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Franc^eeshadheohdga^d Insucb event and at 
FranehisoBsddeetion^F^ 
Marks and shad prompts diseondnne the nse and dismay of 
atfraoedisee'sexpense franchisee waives any od^erelahri arising 
Mark change, modifieation^suhstitndon. franchisor wid not he dahle tofranchisee for any expenses, 
fossesordamagessnstainedhy franchisee asaresnit of any proprietary^ mark addition, modificat^^^ 
snhstitntionordiscondnnation. franchisee covenants not to commence orjoin in any iitigation or other 
proceeding against franchisor for any ofthese expenses,fosses or damages; 

Upon the expiration,termination or non-renewai ofthis Agreement, franchisee 
shaii immediateiy cease nsing the Proprietary Marks, coforcomhinations, designs, symhois or sfogan^ 
and franchisor may canse franchisee to execnte snch documents and take snch action as may he 
necessary to evidence thisfiict Aiter the effective date of expiration,termination or nonrenewal, 
franchisee shad not represent or impiy that he is associated withfranchisor. Tothis end, franchisee 
irrevocahiy appoints franchisor or its nominee to he franchisee's attorney-in-fact to execnte, on 
franchisee's hehaif, any document or perform any iegai act necessary to protect the Proprietary Marks 
from nnanthorized nse. Pranchisee acknowledges and agrees that the unauthorized nse ofthe Proprietary 
Marks wiiiresuit inirreparahieharmtofranchisor for which franchisormay ohtain injunctive relief, 
monetary damages, reasonahie attorneys'fees and costs; 

948 In order to develop and maintain high uniform standards ofquaiity and service 
and to protect the reputation andgoodwill ofPranchisor, franchisee agrees to do husiness and adverse 
using only the Proprietaty Marks designated hy the Pranchisor franchisee shad not do husiness or 
advertise using any other name, franchiseeis not authorized to and shad not use the word "Pinot's 
Palette"hy i tseif ,asapartofthe legal name of anycorporation, partnership, proprietorshiporother 
husinessentitytowhichfrancldsee is associated,or withahank account, trade account or in any legal or 
financial connection; 

9.4.9 In order topreservcthe validity and integrity of theProprietaryMarks, and to 
assure that Pranchisee is properly employing them in the opcrafionoffranchisee'shusiness, franchisor 
and itsagentsshallhavetherightatadreasonahletimestoinspectfrancldsee'shusiness, financial hooks 
and records, and operations franchisee shall cooperate with and assist Franchisor's representative in 
such inspections; 

9410 franchisee shall he required to affix the tm or sm or ^ symhol upon ail 
advertising,pnhiicity,signs,decorations, furnishings,equipmentor other printedorgraphic material 
employing the words "Pinot'sPalette''or any other of the Proprietary Marks,whether presently 
or developed in the future; 

9 4.11 franchisee acknowledges that it does not have any right to deny the use of the 
Proprietary Marks toany other franchisees. In consideration therefor, Pranchisee shall executeall 
documents and take such action as may he requested to allow francldsor or other franchisees to have full 
use ofthe Froprietary Marks; 

9.412 If, during the term of this Agreement, there isaciaim of prior use of any of the 
Froprietary Marks in the area in which Franchisee is doing husiness or in another area or areas, 
Franchiseeshall so use any ofFranchisor'sotherProprieta^ Marks in suchaway and at Franchisor's 
discretion in order to avoidacontinuing confiict; 

9413 Francldsee shall immediately noti^ Franchisor ofany apparent infringement of 
or challenge to francldsee's use of the Proprietary Marks, or any claim, demand, or suit hased upon or 
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arisingfiom tbe unauthorized useo^ orany attempt by any otber person,firm, oreorporafion tonse, 
without antborizafion, or any mfi^ngement of or franohisee 
also agrees to immediately noti^ franchisor of any other litigation instituted hy any person, firm, 
corporation or governmental entity against franchisor or franebisee; 

9 4 t 4 franchisor sball undertake the defense or prosecution ofany litigation concerning 
franchisee that relates to anyof tbefroprietary Marks or that,infranchisor'sjudgment, may affect the 
goodwiilofthe System; and franchisor may,in snch circnmstances,undertake any other action whichit 
deems appropriate, franchisor sball havesoleandcompletediscretion inthe conduct ofany defense, 
prosecution or other action it chooses to undertake In tbat event, franchisee shall execute those 
documentsandperformtboseacts which,in the opinionof 
prosecution ofthe litigation or for sucb other action as may be undertaken hyfranchisor; and 

9.4.15 franchisor agrees to indemnify franchisee against, and to reimburse franchisee 
for,all damages for w ĥicb it is held liable in any proceeding in which franchisee's use of any Pro 
Markpursuanttoand incompliance with this Agreement ishcld toconstitutetrademark infringement, 
unfair competition or dilution,andforallcostsreasonahlyincurredhyPrancbiseeinthe defense of any 
sucb claim brought against it or in any such proceedings in which it is named asaparty, provided that 
franchisee has timely notified the franchisor ofsuch claim or proceedings,bas otherwise complied with 
this Agreement and has tendered completecontrol of the defense of such to the franchisor, f f the 
franchisor defends such claim, the franchisor shall have no ohligation to indemnify or reimburse 
franchisee with respect to any fees or disbursements ofany attorney retained by franchisee 

H ! M A N U A L S 

101 The Manuals and Furnishings to Franchisee Inorderto protect the reputation and 
goodwill of franchisor andtomaintainbigb standards ofoperationunder theSystem, franchiseeshall 
operate the franchised Studio in accordance with the standards, specifications, methods, policies, and 
procedures specified in the Manuals, wldcb franchisee shall receive on loan fromfrancbisor,inamanncr 
chosen hyfranchisor,via electronic access, hard copy volumes, computer disks,videotapes, or otherwise, 
including sucbamcndmentsthereto,as franchisormay publish from time to time, uponcompletion by 
francbiseeofinitial training franclnsee expressly acknowledges and agrees tbatfrancbisor may provide 
aportion or all (including updates and amendments^oftheManuals,and other instructionalinformation 
and materials in,or via,electronic media,including without limitation, the useoftbefo^ 

10.2 The ManualsareFroprietary and Confidential Franchisee shall treat the Manuals, 
anyother materialscreated foror approved for use in theoperation ofthe Francbised Studio, and tbe 
information contained therein, as confidential, and shad use ail reasonable efforts to maintam such 
information (hoth in electronicand other fbrmats)as proprietary and confidential franchisee sball not 
download, copy,dup1icate, record,or otherwise reproduce the foregoing materials,in w ĥoie or in part, or 
otberwisemakethesameavadableto any unauthorized person, except asauthorized inadvancehythe 
Franchisor 

10.3 The Manuals Remain Franchisor's Froperty. The Manuals shall remain tbe sole 
property of Franchisorand shall beaccessible only from asecure placeon the Premises, and shall he 
returned to franchisor, as set forth in Section 17.8 below ,̂ upon the termination or expiration ofthis 
Agreement. 

104 Revisions to the Manuals Franchisor may from time to time revise the contents ofthe 
Manuals to improveor maintain thestandardsof the System and tbeefficientopcration thereof, orto 
protect or maintain the goodwill associated with the Froprietary Marks or to meet competition, and 
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Eranch^ee expressly agrees to com^ Franebisee shad insure tbat 
tbe Manuals are keptenrrent at aii times. In tbe event ofany dispute as to tbe contents of tbe Manuals, 
tbe terms oftbe master copies maintained at tbe borneoffieeofFranebisor sball be controlling 

10.5^ Fart of Agreement From tbe date oftbe opening of tbe francbised Studio, tbe 
mandatory specifications, standards and operating procedures prescribed by franchisor and 
communicated tofrancldseeinwriting, shall constitute provisions of this Agreement as i f fully set fo 
herein. A l l references herein to this Agreement sballinclude the provisions of tbe Manuals and all such 
mandatory specifications standards and operating procedures. 

11 CONFtDFNTIAL INFORMATION 

11.1 Agreement witb Respect to Confidentiality franchisee acknowledges and agrees tbat 
it sball not, during tbe term ofthis Agreement or thereafter, communicate, divulge,or use for the benefit 
of any other person or entity any confidential information, knowiedge, or know how concerning 
Francbisor,tbe System, and/or the marketing, management or operations of theFranchisedStudio that 
may be communicated to Franchisee or ofwbicb Franchisee may he apprised hy virtue offranchisee's 
operation under the terms ofthis Agreement Franchisee shall divulge such confidential information only 
to such ofits employees as must bave access to it in order to operate theFranchised Studio. Any and ail 
information,knowledge, knowhow, and techniques whiebfranchisor designates as confidential shallbe 
deemed confidential for purposes of tbis Agreement, except mformation wbicb Franchisee can 
demonstrate came toits attention prior to disclosure thereof hy Franchisoror which, at or after tbe time 
of disclosure hy Franchisor to Franchisee, had become or later becomes a part of the puhlic domain, 
through publication or communication by otbers 

112 Individual Covenants of Confidentiality franchisee shall require its managers, 
artists and any personnel having access to any confidential information of Franchisor to execute 
covenantstbattbey will maintain the confidentiality ofinforrnationtbey receive in connection witb their 
employment by Franchisee at theFranchisedStudio Suchcovenants shall heinaformapprovedhy 
Francbisor,including specific identificationofFrancbisorasathird-partyheneficiaryofsucbcovenants 
with the independent right to enforce them,tbe cu^ent forms ofwbicb are contained in tbe Manuals 

113 RemediesforBreach. Franchiseeacknowledgestbatany failure tocomply with tbe 
requirementsoftbisSectionll will cause Franchisorirreparahleiniury,and Franchisee agrees to pay all 
courtcostsandreasonahleattorney'sfoes incused hy Franchisor in obtaining specific perfoririance of, or 
an injunction against violation of, the requirements ofthis Section II 

114 Crantbacl^ Franchisee agrees todisciose to Franchisor ad ideas,paintings,concepts, 
methods, techniques, products and services, software applications, and software application 
improvements conceived or developed by Franchisee, its affiliates, owners or employees during the term 
ofthis Agreement relating to the development and/or operation of the Franchised Studio Franchisee 
herehy grants toFranchisor and agrees to procurefromitsaffiliates,owners or employeesaperpetual, 
non-exclusive, and worldwide right to use any such ideas, concepts, methods, teebniques, software 
applications, software applicationimprovementsinadhusinesses operated hyfranchisor or its affiliates, 
francbisees and designees franchisor shall have no obligation to make any payments to Franchisee with 
respect to any such ideas, concepts, methods, teebniques, software applications, software application 
improvements or products. Franchisee agrees tbat Franchiseewillnot use or allow any other person or 
entity touse any suchconcept,method,tcc1mique,sofiwareapp1icationor product without obtaining 
Franchisor'sprior written approval. 

12 ACCOUNTING AND RECORDS 
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121 Books and R e c o ^ With respe^fo theop^ation and financial condition of the 
franchised Stndio^franch^ 
afiscal year that coincides withfranchisor^ thcn-cnrrcntfiscalyear, as specified hyf^^ 
Manuals or otherwise in writing franchisee shad maintain forapcriodofnot less than seven (7) years 
duringthe termof this Agrccmcnt^and, fbrnot less than seven (7)ycarsfodowingthc tcrndnation, 
expiration, or non renewal of this A g r c c n ^ 
accordance withgcncrally acccptcdaccountingprinciplcsand in thefbrmand manner prescribed by 
franchisor ffomtimc to time in the Manuals or othcr̂ ^̂  (i) 
daily transaction reports; (ii) cash rccciptsjournal and general ledger; (id) cash disbursements and wc^^ 
payrolljonrnal and schedule; (iv) monthly hank statements, deposit slips and cancelled checks^ 
returns; (vi) suppliers'invoices (paid and unpaid); (vii) dated daily and weekly transaction 
semi annual fiscal period balance sheets and fiscal period profit and loss statements; and (ix) such other 
records as franchisor may from time to time request. 

122 Franchisee's Reports toFranchisor In addition to the Sales Reports required pursuant 
to Scction43ahovc, franchisee shaif 

122.1 Frcparchythctwcnticth (2C) day after each four wcckaccountingpcrioda 
balance sheet, profit and loss statement, cash fiow statement and an activity report lor the last preceding 
calendar month, whichshall hcinthclbrmprcscrihcd hyfranchisor franchiseeshall maintainand 
suhmitsuchstatcmcntsandrcportsto franchisor atthe times as franchisor may designate or otherwise 
request 

122.2 Suhmit to franchisor on April 15th ofthe year following the end ofeach calendar 
year, unless Francldsor designates in writingadiffo^ 
profitandlossstatcmcntforsuchycarandahalanccshcctasofthciastdayofsuch year, prepared on an 
accrual hasis, including but not limited to all adjustments necessary for fair presentation of d^cfinanc^^^ 
statements Franchisee shall certify such financial statements to he true and correct Additionally, 
Franchisor reserves the right to require Franchisee to prepare (or cause tohc prepared) andprovidc to 
Franchisor annual financial statements,(that includcsafiscalycarcnd balance sheet, an income statement 
ofthe Franchised Studio fbr such fiscal year reflecting all year-end adjustments, and a statement of 
changes in cash fiow ofFranchisee), and to require that such statements he prepared onarcvicw basis hy 
an independent certified puhlic accountant(who Franchisor may require to he retained in accordance with 
Sect ions) 

12 2.3 Franchisee shall maintain its hooks and records, and provide all statements and 
rcportstofranchisor, using the standardstatcmcnts, templates, categories, andebartofaccountsthat 
Franchisor provides to Franchisee 

122.4 Submit to Franchisor such other periodic rcports,fbrms and records as specified, 
and in tbe manner and at tbe time as specifiedin the Manuals or asFranchisorshallotbcrwise require in 
writing from time to time (including without lindtationd^e requirement that F ^ 
available toFrancldsor certain sales and financial information in electronic format and/or by electr^^ 
means) 

123 Inspection and Audit Franchisor and its agents sball have theright at all reasonable 
times to exandne and copy,at tbe expense ofFrancbisor,tbe books, records, accounts,and/or husiness tax 
returns of Franchisee Franchisor shad also have the right, at any time, to have an independent audit 
made oftbe hooks offranchisee Ifan inspection sbould reveal that any contrihutions or payments have 
heen understated in any statementor report to franchisor, tben Franchiseeshall immediately pay to 
Franchisor the amount understated upon demand, in addition to interest from the date sucb amount was 
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d u e u n ^ p a ^ ^ ^ ^ e o f e ^ 
whichevdisfoss ffaoinspecdon discuses an u^ 
(3^) or mor^ Franoh^sbad , in add-on to repayment of moniesowed witb interest, reimburse 
franebisor for any and ad eosts and expenses eonne^ 
wages expenses, and reasonable aeeonnting and legaieosts^ Tbe foregoing remedies sbaii be in addition 
to any otber remedies franchisor may bave 

13 M A R K E T I N G AND PROMOTION 

1^1 Eranebisce's Advertising Obbgations Recognizing tbe value ofmarketing and 
promotion, and tbe importance oftbe standardization of marketing and promotion programs to tbe 
furtherance ofd^egoodwdl and pubdc image of theSystem,franchisee andfrancbisor agree as follows: 

131 1 franchisor reserves the right to require that franchisee, during each Week 
(except for expenditures on focal advertising and promotion, which shall be measured on an annual basis), 
spendand/orcontrihuteonadvertisingandpromotionamonnts,which, in the aggregate, are equal to four 
percent (4^) of franchisee'sNet Sales during thepreceding Weektoadvertiseandtopromotethe 
franchisedStudio (together,the"Advertism^ 
Ohligations may exceed sucbamount under the circumstances set forthinSection 13.L4heiow. Tbe 
Advertising Ohligation shad be in tbe form ofthe following, and in such proportions as may be 
designated by franchisor in writing from time to time: (i) contributions paid to the System Ad fund, 
pursuant to Sectionl3^helow,(ii) contrihutions paid to any Cooperative Ad fund,as may he establish^ 
pursuant to Section 133 helow, and/or (iii) expenditures hy franchisee on "focal advertisingand 
promotion" pursuant to Sectionl3B4 

131.2 As of the Effective Oate and until franchisee receives written notice from 
franchisorofnewadocations, the allocationof tbe Advertising Obligationssball heasfollows: two 
percent (2^) ofNct Sales shall he contributed by franchisee to the System Ad fund and two percent 
(2^)ofNet Sales shall he spent hy franchisee on local advertising and promotion,which amount will he 
used to satisfy the Cooperative Ad fund, if and when one The 

CooperativeAdfundcontributionwdl not exceed four percent(4^)offranchisee'sNet Sales, unless the 
mcmhersofsuchCooperativeAdfund vote to exceed tbe maximum amount. Any contributions made hy 
franchiseetoaCooperativeAd fund will hecredited against franchisee's local advertising expen 
requirement 

1313 The Advertising Obligation istheminimum requirementonly,and franchisee 
may, and is encouraged to, expendadditionalfundsfor marketing andpromotion. In addition to the 
Advertising Obligation, franchisee shall undertake and complete tbe Grand Opening Advertising 
Program, as provided in Sectionl 3.5 helow. 

131.4 francldsee'saggregate Advertising Ohligations may exceed four percent(4^)of 
franchisee's Net Sales, if tbe members ofaCooperative Ad fund, of which franchisee isamemher, 
approve (as descrihed in Section 13.33helow) required contrihutions to tbe Cooperative Ad fund that, 
wben aggregated with franchisee's other requirements under tbis Section 13, would cause franchisee's 
Advertising Ohligations to exceed four percent(4^)offranchisee'sNet Sales. 

1^2 System A d E u n d franchisorsballhavetheright atanytime, in its sole discretionto 
estahlisbafundfor systemwide advertisingandpromotionoftbeSystem(the"System Ad Eund"). 
Ouringtbeexistenceofthe System Ad Pund, franchiseeshall contribute to theSystem Ad fund 
mannerspecified in Section47ahove, such amountsas franchisormay specilyB in accordance witb 
Sectioni3.f above The System Ad Pund shall he maintained and administered bv Pranchisor as follows: 
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13.21 Fmnchisor shad ddect ah markedng programs, wdh sole dlseredon over the 
eoneepts, materials, and media used in sneh programs and the placement and allocation thereof 
franchisor isnotohligated,inadministeringtheSystem Ad fnnd, tomake expenditures forfranchisce 
which are equivalent or proportionate to franchisee's contribution, or to ensure that any particular 
franchisee henefits directly or p ^ rata from expenditures hy theSystem Adfund . 

13.2 2 The System Ad fund, all contrihutions thereto, and any earnings thereon shall he 
used exclusively to meet any and all costs of maintaining, administering, directing, conducting, and 
preparing marketing,advertising,puhlicrelations,and/or promotional programsand materials,and any 
other activities including socially responsihieactivities,whichfranchisorhelieves will enhance the image 
oftheSystem, including, among other tldngs, the costs ofpreparingandconducting media marketing 
campaigns; direct mail advertising; marketing surveys and other puhlic relations activities; employing 
advertisingand/or puhlic relations agencies to assist therein; sponsorship of organizationsand events; 
purchasing promotional items; conducting and administering in store promotions; and providing 
promotional and other marketing materials and services to the f inofsfalet tc Studios operating under the 
System 

13.2.3 franchiseeshadcontrihute tothe System Ad fund hy separatepaymentmadc 
payahlc(orasotherwisedirectedforpayment) to franchisor. Ai l sums paid hy franchisee to the System 
Ad fund shall heaccounted for separately and shad not he used to defray any of the expenses of 
franchisor,except for such reasonable costs, saiariesandoverhead, ifany,as franchisormay incur in 
activitiesreasonahly related tothe direction and implementationof theSystem Ad fund andmarketing 
programs for operators and the System, including costs of personnel for creating and implementing 
marketing, advertising, and promotional programs. The System Ad fund and any earnings fiom it shall 
not otherwise inure to the benefit offranchisor. franchisor sball maintain separate bookkeeping accounts 
for theSystem Ad fund. 

13.2.4 franchisor, upon request, shall provide franchisee with an annual accounting of 
System Ad fund receipts and disbursements. 

13.2.5 franchisor reserves the right,inits sole discretion,to discontinue the System Ad 
fund upon written notice to franchisee 

132.6 franchisor may,but is not required to, make available to franchisee from time to 
time, marketing plans and promotional materials, including newspaper mats, coupons, merchandising 
materiais,sa1esaids,point-ofpurchase materials, special promotions,direct mail materia1s,andsimi1ar 
marketing andpromotionai materialsproduced fromcontrihutionstothe System Ad fund, franchisee 
acknowledges and agrees that it shad be reasonablefbr francldsor to not provide any such materials to 
franchisee during any period in which franchisee is not in full compliance with its ohligations to 
contribute tothe System Adfund . Additionally,if monies of theSystem A d f u n d are usedtoproduce 
point of sale materials, or other samples or other promotional materials and items,francbisormay,on the 
bebalfof theSystem Ad fund,sell such items tofranchisees in the System atareasonable price, and any 
proceedsfromthesaleofsuchitemsormaterialsshall he contributed to theSystem Ad fund. 

13.3 Cooperative Ad Fund franchisor shad have tberight todesignate any geographical 
area for purposes of estahlishingaregional or localmarket advertising fund("CooperativeAdFund") 
IfaCooperative Adfund is established for the geographic area in which tbefrancbised Studio is located, 
franchisee shall hecomeamemher of such Cooperative A d f u n d within thirty (30) days after tbe date on 
which the Cooperative Ad fund commences operation, or at tbe time the franchisee commences 
operation hereunder In no event shad franchisee he required to be a member of more than one(l) 
Cooperative Adfund. The following provisions sball apply to eacb sucb Cooperative Adfund : 
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13.3^ Each Coopcrafivc Ad Eund shall he organized and governed in a form and 
manner, and shad commence operations onada^approvcdmadvanochyEranohisorm Unless 
otherwise specified hyfranchisor, the activities carried on hy each Cooperative Ad Ennd shall he decided 
hyamajority vote ofits memhers. Anyfinot'sfaicttcStndio that Eranchisor operates in the region shall 
havcthesame voting rightsasthoscowncd hy its franchisees. EachEinot'sEaicttc Stndio franchisee 
shaii hccntitlcd tocast onc^l) vote fbr each Pinot's Paicttc Stndio its operates that belongs to the 
Cooperative Ad fnnd Any disputes arising among any members ofthe Cooperative Ad fnnd shall he 
resolved inaccordance withthcrnlcs and procedures set fbrtb in the Cooperative AdEund'sgovcrning 
documents 

13 3 2 Each Cooperative Ad Eund shall be organized Ibr the exclusive purpose of 
administcringrcgional or local advertising programsand developing, subject to franchisor's approval, 
standardized promotional materials for use hy the members in local advertising and promotion 

13 3 3 franchisee shall contribute to the Cooperative Ad Eund in sucb amounts as 
Eranchisor may specify pursuant to Section 13 I abovc,unlcss the members ofthe Cooperative Ad Eund, 
hyamajority vote conductcdinaccordanccwiththcrulcs,bylaws,or other governing documents of the 
Cooperative Ad fund, agree toincrcasc the Cooperative A d f u n d contrihutiontoaratcin excess of the 
amount required hyfranchisor. 

13 3 4 franchisee shall submit its required contrihutions to the Cooperative Ad Eund at 
the time required by Eranchisor, together with such statements or reports as may he required by 
Eranchisor or hy the Cooperative Ad Eund witb Franchisor's prior written approval If so requestedhy 
franchisor in writing, franchiseeshall submit its payments and reports to the Cooperative Ad Eund 
directly to Eranchisor fbr distribution to the Cooperative Adfund. 

13.3 5 Eranchisor maintains the rigbt to terminate any Cooperative Ad Eund A 
Cooperative Ad fund sball not be terminated, however, until cither: (a) all monies in that Cooperative Ad 
fundhavc been expendedfor advertising and/orpromotionalpurposcs;or(b)Eranchisor has transferred 
the unexpended monies to the System Ad Eund in theevent thereare no longer any Pinot's Palette 
Studios operating within the geographic area covered hy such Cooperative Ad Eund. 

13.4 Local Advertising franchisee sbailcomply witbthcfollowingwith respect to"1ocal 
advertising and promotion" for the franchised Studio: 

13.4.1 franchisee shall spend on an annual hasis sucb amounts as Franchisor may 
specify inaccordance witb Section 131 above. Franchiseeshall account for suchcxpcnditurcs ona 
routine hasis and shailprcparc,in accordance withthc schedule andproccdurcsspccificdhyFranchisor 
fromtimc to timc,dctai1cd reports dcscribingtbcamountofmoncy expended on local advertisingand 
promotion during sucb previous period Franchisee shall maintain all such statements, reports and 
records, and shall submit same to Franchisor as Franchisor may specify in the Manuals or otherwise 
request of franchisee Additionally, at the request of Franchisor, Franchisee shall suhmit bills, 
statements, invoices, or other documentation satisfactory to Franchisor to evidence Franchisee's 
advertising or marketing activities. 

1342 As used intbisAgrccmcnt,tbctcrm"iocaladvcrtisingandpromntion"sha11 
rcfcrtoadvcrtisingandpromotionrclatcddircctly to theFranchised Studio, andsball, unlessotherwise 
specified,consist onlyoftbcdircct costs of purchasing advertising materials (including,hutnotlimitcd 
to, camcra rcady advertising and point of sale materia^ 
pocket expenses related to costs ofadvertising and sales promotion (including, but not limited to, 
advertisingagency fccsandcxpcnscs,cashand "inkind" promotional payments to landlords, postage. 
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sb ippm^^epbo^ 
disoredon, may specie Franchisor may provide^Eranchise^md^ Mahals or 
mFormadon spcoifymg the types of advertismgand promotional aotiviticsandcosts which shaii not 
qnaiify as "iocai advertising and promotions incinding, without iimitation, the vainc of advertising 
coupons, and the costs of products provided fbr tree or^at a reduced charge tbr charities or other 
donations. 

13^3 Upon written notice to franchisee, franchisor may require franchisee to 
participate in mandatory promotions as franchisor 

13 5 Grand Opening Advertising, in addition to the Advertising Obligation, franchisee 
sbai icxpcndandnimnmofhctwccnTcnThousandOo^ 
(Si5,000)for grand opening advertising andpromotionaiprogramsin conjunction witb thefranchised 
Studio's initiaigrand opening, pursuant toagrand opening marketing plan developed hy franchisoror 
developed by francbisccandapprovcd in writing by franchisor^thc "Grand Opening Advertising 
Prngram"! Tbe GrandOpcning Advertising Program shallbe executed andcomplctcdwitbinnincty 
(90) days after the franchised Studio commences operation, franchisee shall suhmit to franchisor, for 
franchisor'spriorwrittcnapprovai,amarkcting planand samplcsofall advertising andpromotionai 
material notprcparcd or previously approved by franchisor Pranchisorreserves the right to require 
franchisee to deposit with franchisor the funds required under this Scctionf35to distribute as may be 
necessary to conduct the Grand Opening Advertising Program. 

13 6 Standards fnr Advertising A l l advertising, marketing and promotion to he used hy 
franchisee,theSystem Ad fund or anyGoopcrativc Ad Pund sball he in such media and of such type and 
format as francldsor may approve,shall be conductcdinadignificdmanncr,and sball conform to such 
standards and requirements as Prancbisor may specify franchisee shall not use any marketing or 
promotional plans or materials thatare not provided hy Prancbisor unless and until franchisee bas 
submitted the materials to Pranchisor, pursuant to the procedures and terms set forth in Scction l3.7 
herein 

13.7 franchisor's Approval nf Propped Ptans and Materials Iffrancbisee desires to use 
markctingandpromotionalplansand materials that have nothcenprovidedor previously approved hy 
franchisor, franchisee shall suhmit samples ofad sucb marketing and promotional plans and materials to 
Prancbisor (asprovided inScction24hcrcin) for prior approval (including priccsto hecharged) If 
written notice of approval is not received hy franchisee from Prancbisor within fivc(5) business daysof 
the date of receipt hyfranchisor of such samples or matcrials,Prancbisor sball he deemed tobavenot 
approved them. 

13 8 Directory Listings franchisee shall, at its expense and in addition to its expenditures 
for focal advertising and promotion, obtain listings as required in the Manuals, including ondinc 
directories as Pranchisor may designate, franchisee shall comply with franchisor's specifications 
concerning such listings, including the form and size of sucblistings, and the numher of directories in 
which sucb listings shad be placed. Prancbisor reserves the rigbt to place sucb, and subsequently modity^ 
or remove, online listings and advertisements on behalf offranchisee. Por any listings or advertisements 
posted by or on behalf ofPranchiscc,francbiscc shall promptly pay,upon demand hyfranchisor, its pro
rata share oftbe costs Additionaily,thcsc activities may be carried out through the use of the System Ad 
fund 

13.9 Ownership ofAdvcrtising Plans and Materials franchisee acknowledges and agrees 
that any and all copyrights in and to advertising and promotionalmatcriais developed hy or on behalf of 
franchisee which hcarthcProprictaryMarksshallhcthcsolcpropc^y of Pranchisor,and franchisee 
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agrees to execute snob documem^ 
doeumeuts)as may redeemed reasoua^ Any 
adverdsmg^marketm^promotiouaLpuhde relations,or sales eoueepts, plans, programs, aetivities,or 
materials proposed or developed h y f r a n ^ 
franchisor may he usedby Franchisor and other operators m^der theSystem o f f r a ^ 
compensation to Franchisee. 

14 INSURANCE 

14.1 Insurance. Franchisee shall procure at Its expense and mamtammFull Force and effect 
during the term ofthis Agreement, an insurance policy or policies protecting Franchisee and Fra^^^ 
and their officers, directors, partners and employees against any loss, liahility,persona1 injury, deat̂ ^̂  
property damage or expense whatsoever arisingor occurring uponor inconnection with franchisee's 
operations and the Franchised Studio, as Franchisor may reasonably require for its own and Franchisee's 
protection. Franchisor and such of its respective affiliates shallbe named additionai insuredinsuch 
policy or policies. 

142 Coverages Such policy or policies shall he written hy an insurance company 
satisfactory toFranchisor inaccordance with standardsandspecificationsset forth in theManualsor 
otherwise in writing;provided,howcver,that francldsor shall have the right to designatefromt^^ 
time,one or more insurance companies as theinsuran^ 
required hy Franchisor, Franchiseeshall obtain its insurance coverage from thedesignated insurance 
company^or companies) The policy or policies shad include, ataminimum (except different coverages, 
umhreiiacoverages,andpolicy limitsasmay reasonably hespecified forall Francbisees fromtime to 
time hy Francldsor in the Manuals or otherwise in writing) the following: 

1421 Builder'srisk insurance that satisfies the standards and specifications set forth hy 
Francbisorintbe Manualsorotberwise in writing to cover any period(s)of renovation or construction at 
theFranchisedStudio. 

14 2 2 All risk coverage insurance on (i) all personal property covering the Franchised 
Studioand premisesandcontentsthereof,including,withoutlimitation,all supplies, inventory^ 
and equipment, containingareplacement value endorsement in an amount equal to the fudreplacen^^ 
value d^ereof; and (ii) husiness interruption in an amount no less than Cue Midion D o l ^ 
per occurrence 

1423 Worker'scompensationandemployer'sliahility insurance as well as suchother 
insurance as may he required hy statute or rule ofthe state in which tbe franchised Studio is located and 
operated If franchisee is permitted to and elects not to haveworker'scompensationinsurancefbr its 
ownersandofficers, Franchisee sball maintaincoverages for tbese individuals at all times for work 
related injuries. 

14 2 4 Comprebensivegeneral liahility insurance witb limits ofa t least Cnc Million 
Dollars (^1,00^000) peroccurrence, andTwoMdl ion Dollars (^2,000,000) general aggregate, and 
product liahility insurancewithlimits ofat ^ 
including the following coverages: personal injury (employee and contractual inclusion deleted); 
products/compietedoperation;and tenant's legal liahility Allsuchcoveragesinsuringfrancbisorand 
Franchisee against ad claims, suits, ohligations, liabilities and damages, including attorn^^^^ 
upon or arising out of actual or alleged personalinjuries or property damage resulting fiom,or occurring 
in tbecourseof, oronorahoutorotberwise relatingto tbe Franchised Studio The requiredcoverage 
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amounts herein may be modified from time to time by Franchisor to reflect inflation or future experience 
with claims. 

14.2.5 Automobile liability insurance, and property damage liability, including owned, 
non-owned, and hired vehicle coverage, with at least One Million Dollars ($1,000,000) combined single 
limit, and One Million Dollars ($1,000,000) general aggregate limit. 

14.2.6 Liquor liability coverage for third party bodily injury and property damage 
arising out of the sale or distribution of liquor with limits of at least One Million Dollars ($1,000,000) 
combined single limit, and One Million Dollars ($1,000,000) general aggregate limit. 

14.2.7 Excess liability coverage over general liability, automobile liability, and 
employer's liability, with at least Four Million Dollars ($4,000,000) per occurrence. 

14.2.8 Such insurance and types of coverage as may be required by the terms of any 
lease for the Premises, or as may be required from time to time by Franchisor. 

14.2.9 The insurance shall cover the acts or omissions of each and every one of the 
persons who perform services of whatever nature at the Franchised Studio, and shall protect against all 
acts ofany persons who patronize the franchised Studio and shall contain a waiver of subrogation against 
Franchisor. Franchisee shall immediately notify Franchisor, in writing, of any accidents, injury, 
occurrence or claim that might give rise to a liability or claim against franchisor or which could 
materially affect Franchisee's business, and such notice shall be provided no later than the date upon 
which Franchisee notifies its insurance carrier. 

14.3 Certificates of Insurance. The insurance afforded by the policy or policies respecting 
liability shall not be limited in any way by reason of any insurance which may be maintained by 
Franchisor. Prior to commencing any renovations or construction at the Franchised Studio, Franchisee 
shall provide Franchisor with a Certificate of Insurance for the builder's risk insurance required under 
Section 14.2.1. At least thirty (30) days prior to the opening ofthe Franchised Studio, and thereafter on 
an annual basis. Franchisee shall provide Franchisor with a Certificate of Insurance showing compliance 
with the foregoing requirements (except with respect to the builder's risk insurance, which shall have 
already been in effect pursuant to Section 14.2.1 above). Such certificate shall state that said policy or 
policies will not be canceled or altered without at least thirty (30) days prior written notice to Franchisor 
and shall reflect proof of payment of premiums. Maintenance of such insurance and the performance by 
Franchisee of the obligations under this Paragraph shall not relieve Franchisee of liability under the 
indemnity provision set forth in this Agreement. Franchisee acknowledges that minimum limits as 
required above may he modified by Franchisor in its sole discretion from time to time, by written notice 
to Franchisee. 

14.4 Franchisor's Right to Procure Insurance for Franchisee. Should Franchisee, for any 
reason, not procure and maintain such insurance coverage as required hy this Agreement, Franchisor shall 
have the right and authority (without, however, any obligation to do so) immediately to procure such 
insurance coverage and to charge same to Franchisee, which charges, together with a reasonable fee for 
expenses incurred by Franchisor in connection with such procurement, shall be payable by Franchisee 
immediately upon notice. 

15. TRANSFER OF INTEREST 

15.1 Franchisor's Rights to Transfer. Franchisor shall have the right, without the need for 
Franchisee's consent, to transfer or assign this Agreement and all or any part of its rights or obligations 
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herem to any person or l e g ^ ^ 
solely responsfolefor^ohfigat^ 
Upon any sued transfer or assignment, Franeldsor shad be under no f ^ 
foraeernediiabiiities,ifany fffranebisor transferror assignsitsrigbtsintbis Agreement, nothing 
herein shad be deemed to require franchisor 
orsed any products orservicesto franchisee. In addition, and without iimitation tothe foregoing, 
franchisee expressly affirms and agrees that franchisor may seiiits assets,its f r o p r i e t a r y ^ 
System;maysell its securities inapuhlicofforing or inaprivate placement; may merge, acquire ot^^ 
corporations,orheacquiredhyanothercorporation; and may undertakearefinancing, recapitalizations 
leveraged huy-out, or other economic or financial restructuring 

15.2 No Transfers Without Franchisor's Approvaf franchisee understands and 
acknowledgesthat therights and duties set forth inthis Agreementarepersonal to franchisee or the 
frincipais offrancldsee,iffranchisee is not anindividual,and that franchisor has granted this franchise 
inreiianceon franchisee'sor franchisee's Principals' husinessskill, financial capacity,and personal 
character Accordingly: 

1521 franchiseeshallnot, without theprior written consentof franchisor, transfer, 
pledge or otherwise encumher: (a)the rights and/or ohligations offranchisee under this Agreement; or 
(h)any material asset offranchisee or the franchised Studio. 

15 22 Iffranchisee isacorporationor limited liahility company,franchisee shaii not, 
without the prior written consent offrancldsor,issue any voting securities or securities convertihleinto 
voting securities, and the recipient of any such securities shall hecomeafrincipal under this Agreement, 
if so approved hyfranchisor 

15.23 If franchisee is a partnership or limited partnership, the partners of the 
partnership shall not,without the prior written consent offranchisor, adndtadditionalgeneralpartne 
removeagenera1parmer,orotherwise materially alter the powers of any general partner Each general 
partner shall automatically he deemedafrincipal under this Agreement. 

1524 A frincipal shallnot, without the prior writtenconsentoffranchisor,transfer, 
pledge or othe^ise encumber any ownersldp interest ofthe Principal in franchisee, as such is identifi 
in Exhibit 13 

1̂  3 Conditions on Transfer. Eranchisor sball not unreasonably withhold any consent 
required hySection152ahove. However, ifthe proposed transfer alone or together with other previous, 
simultaneous,or proposed transfers would: (a)havctbeeffectofchangingcontrol ofEranchisec;(h) 
resultintheassignmentoftberightsand ohligadons offranchisee under this Agreement; or(c) t rans^ 
the ownership interest in ail or substantially ad of the assets of the franchised Studio, Eranchisor s l ^ 
have the right to require any or all oftbe following as conditions ofits approval: 

15.31 All ofErancbisee'smonctary ohligations and all other outstanding ohligations to 
Eranchisor,its affiliates,and the approved suppliers of theSystem have heen sadsfiedinfull; 

153.2 franchiseeshall not heindefaultunder any provisionof this Agreement,any 
other agreement between Erancldsee and Eranchisor or its affiliate, any approved supplier of theSystem, 
orthe lessor(orsublessor)oftbe Premises; 

15 3 3 Eacb transferor(and, if tbe transferor is otber than anindividuai, the transferor 
and sucb owners ofheneficial interest in the transferor as Eranchisor may request) shad have executeda 
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genera refoascmaform safisfocfo^ toEranchisorofany and addaims again^Francbisor and ds 
achates and their respecfive of f ice r director agents and emp^^ 

15 3.4 The transferee of a Trineipal shall he designated as a frineipai and eaeh 
transforeewhoisdestgnatedaPrmeipalsh 
franehisor^agreeing to he honndasaPrineipainnder the terms of this Agreement as 
or entitŷ  owns any interest in franchisee Additionally, the transferee and/or snch owners of rhe 
transferee asfranehisor may request shadgnarantee the performance of the rransfe^^ 
writinginafbrm satisfactory tofranchisor; 

15.3.5 The transferee shaff demonstrate to franchisor'ssatisfaction that the terms of the 
proposed transfer do not place an nnreasonahfe financial or operational hnrden on the transferee, and that 
thetransferee(or,ifthe transfereeisotherthanan individnaf, snchownersofheneficiai interest in the 
transferee asfranchisor may request) meets franchisor'sthencmrentapplicationqnafifications (wTnch 
may include educational, managerial, socially responsihie and hnsiness standards, as wed as good moral 
character,hnsiness reputation, and credit rating); has the aptitude and ability to operate the francld^^ 
Studio; absence ofconflicting interests; and has adequate financial resources and capital to operate the 
franchisedStudio; 

15.3.6 At franchisor'soption,the transferee (and, if the transferee is not an individual, 
such Frincipais ofthe transferee as franchisor may request) shall execute the form offrancldseagre^ 
thenheingofferedtonewSystemfrancldsees, and such other ancillary agreements required hyfranchisor 
for d̂ e husiness franchised hereunder,which agreements shall supersede this Agreement and its ancillary 
documents in all respects, and the terms ofwhich may differ from the terms of this Agreement includin^^ 
without limitation, higher and/or additional fees; 

1537 ffsorequestedhy franchisor,thetransfcree,at itsexpense,shadupgradethe 
franchised Studio,andotherequipmenttoconfbrm to the thencurrent standardsand specificationsof 
new finot's falette Studios then heingestahlished in the System, and shad complete the upgrading and 
other requirements within the time specified hyfranchisor 

1538 The transferor shall remain liable for ad ofthe ohligations to franchisor in 
connection withthe franchised Studio thataroscpriorto theeffective dateof thetransferandshall 
execute any and all instruments reasonably requested hyfranchisorto evidence such liahility; 

15.3.9 The transferee (and, if the transferceisnot an individual,such Frincipais ofthe 
transferee as franchisor may request) and d^etransfo^ 
expense, successfully attend and successfully complete any training programs then in effect for operators 
andmanagersuponsuchtermsandconditionsasfranchisormay reasonably require; 

153lOFranc1dsee shall payatransfer fee in an amount equal tofiftypercent(50^)of 
Franchisor's then current initial franchise fee (however, not to exceed Fifteen Thousand Dollars 
($15,000))to compensate Franchisor for its expenses incurred in connection withthe transfer; and 

15.311Thetransferor(s), at the request of Franchisor, shall agreeinwriting to comply 
with the covenants set Ibrth in Section18he1ow^ 

15.4 AdditmnalTerms For any transfer not covered hySection153,each transferee(and,if 
the transferee is not an individual, such Frincipais of the transferee as Francldsor may request) s l ^ 
additionto the requirement ofohtainingfranchisor'sconsentasprovided in Section 15.2, he subject to 
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the^mrememsofSecfi^^ 
guaramees) 

1^5 Secur^ylntere^ Nei^er Franchisee nor any P r i n c e shad gr^^ 
in,or otherwise enennfoer,any of the assets or seen^ 
unless Franchisee sadsfies the requirements ofFraneidsor,whiehineinde,withonti^ 
an agreement hy the secured party in which it acknowledges the creditor's ohiigations under this 
Section 15, and agrees that in the event oFanydeFauit hy Franchisee under any documents related to the 
security interest, Franchisor shad have the right and option (hut not d^eohhgation) to he suhs^^ 
ohiigor to the secured party and to cure any default of Franchisee, and, in the event Franchisor exercises 
such option, any acceleration ofindehtedness resulting from Franchisee'sdefauit shad he void. 

15.6 Right of First Rcfusaf IfFrancldseeor any Frincipal desires to accept a n y ^ ^ ^ ^ 
offerfromathirdpartytopurchaseFranchisee,anymateriai asset offrancldsee, or any direct or indirect 
interest in Franchisee, Franchisee or such Principal shall promptly notify Franchisor, an^ 
such informationand documentation relating to theofferas Franchisor may require Franchisor(or 
Franchisor's affiliate) shad have d̂ e right and option, excrcisahle within thirty (30)^ 
the written transfer request and the required information and documentadon related to the offor^^^ 
any informafion that Franchisor may reasonably request to supplement or clarify mformation provided to 
Franchisor with the writtentransfer request), to send written notice to the seller that franchisor(or 
Francbisor'saffiliate)intends to purchase the seller'sinterest on the same terms and conditions offo^ 
the third pat̂ y; provided,however,aspouse, domestic pawner, parent or child of the seder shall not he 
consideredatldrd party for purposes of this Section156. lfFranchisor(orFranchisor'saffiliate)elects 
to purchased^ seller's interest, closing on such purchase shall occur within fbrtyfive(45)day^ 
date of notice to the seller of the electionto purchase hy Franchisor (or Franchisor's affiliate),o 
longer, on the same timetahle as contained in the ^ ^ ^ ^ offer. 

15.6.1 Any material change thereafter in the terms ofthe offer from the third party or hy 
Francidsee,orachange in the idendty of the third party shall constituteanew offer subject to the sâ ^ 
rights offirst refusal hy francldsor as in the case ofd^e third party'sinitial offer Failure ofFranchisor to 
exercise the option afforded hy this Secdonf56sha1l not constituteawaiver of any other provision of 
tlds Agreement, including all ofthe requirements oftldsSectionl5,with respect toaproposed^ 

15.6.2 If the consideration, terms,and/or conditions offered hyathirdpartyare such 
that Franchisor (or Franchisor's affiliate) may not reasonably he required to furnish the same 
consideration, terms, and/or conditions, then Franchisor (or Franchisor's affiliate) may purchase the 
interestproposedtohesoldfortbereasonahleequivalent incash. Iftbepartiescannotagree witbina 
reasonable time on the reasonable equivalent in cash ofthe consideration, terms, and/or conditions offo^ 
hythetbird party,Franchisor shall designate an independent appraiser to makeahinding determinate^ 
Thecostofanysuchappraisal shall he shared equally hyFranchisor and Franchisee ffFranchisor(or 
Franchisor's affiliate)elects toexerciseits right underthis Section 156, Franchisor (or Franchisor's 
affiliate)sba11 have d̂ e right to set off all amounts due from Franchisee, and onehalf(^) of tbe cost of 
the appraisal,if any,against any payment to the seller. 

1̂  7 Death of a Principal Upon the death of a Principal, the deceased's executor, 
administrator, or other personal representative shall transfer the deceased's interest to a tbird party 
acceptable to and approved hyfranchisor within twelve(12)months after the death 

1^8 Permanent Disahilityof Controlling Principal. Uponthe permanent disahdityofany 
Principal wmhacontroding interest in Francldsee, Franchisor shall have the right to require such m^ 
to he transferred toathird party in accordance with tbe conditions descrihed in this Sectionl5withins^^ 
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^momhsafiernodce to Franchise "Permanent D ^ a b d i ^ s ^ 
mental injm^idnes^ or moapacity that wou^^ 
in this Agreement for at least six (6) eonseenttve months; and trom whieh recovery within six (6) 
eonseentive months ffom the date ofdetermination of disahiiity is nniikeiy. Permanent disability shaii he 
deterndnedhy^ licensed practicing physician seieetedhyfraneldsotnpon examination o f s n o h ^ 
ifsnchperson refuses toheexamined^thensnchpersonshall automatically he deemed permanently 
disabled for the purposes ofthis Section i5^as of the date ofrefosaf franchisor shall pay the cost ofthe 
required examination. 

159 Notice tnPranchisnrnf Death nr Permanent Disability. Upon the death or permanent 
disahilityoffranchiseeorany Principaloffranchisee^suchpersonorhisrepresentativeshallpromptly 
noti^ franchisor ofsuch death or claim of permanent disability Any transfer upon death or permanent 
disability shall he subject to the same terms and conditions as any ^ ^ ^ ^ tr^^ 

15.10 Limited Exceptions. Notwithstanding anything to the contrary in this Sectionl5: 

15.10.1 Pranchisee shall not he required to pay the transfer fee due under Sectionl5.310 
ahove, ifthe transferee: (a) isaspouse,parent,ordirect lineal descendant or sibling offranchisee or ofa 
Principal offranchisee(or more than one of sucb persons^provided that the transferee has heen inv 
in, and is knowledgeable regarding, the operationsof the Pranchised Studio; (h) is a Principal of 
franchisee; or(c);isatransferee under Sectionsl57orl5.8 above. 

15.10.2 If franchisee is an individual and seeks to transfer this Agreement to a 
corporation, partnership, or limited liability company formed for the convenience of ownership, the 
conditions of Sections 15.3.6 (signing a new franchise agreement), 15 3 7 (upgrading tbe Pranchised 
Studio), andl53.10(transferfee)shall not apply,and franchiseemay undertake sucb transfer, provi^^ 
that: (a) Prancldsee owns one hundred percent(100^)of the equity interestintbe transferee en t i ty ;^ 
franchisee and any otber Prmcipal(s) personally guarantee, in a written guaranty satisfactory to 
franchisor, theperfbrmance ofthe ohligations and covenantsof the franchisee underthe franchise 
Agreement; (c) Prancbisee executes a Transfer of franchise form as prescribed and approved hy 
franchisor; (d) sucb transferee entity is newly organized and its business purpose is confined exclus^ 

to operating the franchised Studio under tbis Agreement; and (e) franchisee and any other Principal(s) 
execute any and all otber ancillary agreements as franchisor may require. 

15.11 Securities Offerings All materials required fbr any offering ofsecuritics or partnership 
interests in franchisee hy federal or state iaw^ shall he su 
prior to filing with any government agency; and any materials to be used in any exempt offering shallbe 
submitted tofranchisor for review prior to their use No offering shall irnply,hy uscoftbeProprietary 
Marks or otherwise, tbatfrancbisor is participating in anunderwrifing, issuance, or offering of security 
ofeither franclusee or francldsor; and review by Pranchisor ofany offering sball be limited solely to 
subject ofthe relationship between franchisee and Pranchisor At its option, franchisor may require tbe 
offering materials to contain written statements or disclaimers prescribed hy Pranchisor includm^ 
limited to, anylimitations stated above inthisparagraph franchisee and the other participantsinthe 
offeringmust fully indemnify francbisorinconnection with tbe offering for each proposed offering, 
francbiseeshallreimhursefranchisor fbr itsactualcostsandexpenses associated withreviewingth^ 
proposed offering materials, including legal and accounting fees Prancbisee shallgivefranchisor written 
notice atleastsixty(60) days prior tothe date ofcommencementofanyoffering or other transaction 
covered hy this Section 15.11. Anysucb offering shall he subject to prior written consent offranchisor 
and right offirst refusal as provided in Section 156 
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1512 N o W ^ v e ^ T h e c o ^ m o f F ^ c h i s ^ 
not consdtu^awaiverof any claimsdmay have ag^^ 
therightof Franchisor to demandexaeteomphanee with a^^ 
transferor or transferee 

1^13 Bankruptcy. If Franchiseeorany person hoidingany interest(director indirect) in 
Franchisee hecomesadehtorinaproceedingnndertheU^Bankrnptcy Code or any similar law in th^ 
U.S.or elsewhere, it is the parties'nnderstanding and agreement that any transfor of the ownership 
Franchisee, Franchisee's ohhgationsand/orrights hereunder and/or any material assets ofFranchisee, 
shaii he snhiect to aii ofthe terms ofthis Section 15. 

1514 NoTransfers in Vfolation of Law Notwithstandinganythingtothecontrary in this 
Agreement, no transfer shall he made if the transferee, any of its affiliates, or the fnndm^ 
either isaperson or entity designated with whom Franchisor, or any ofits affiliates,are prohibited hyia^^ 
from transacting hnsiness 

16 B E F A U L T A N B T L R M t N A T I C N 

16.1 Auto^aticTcrmination. Franchisee shall he in default under this Agreement, and ail 
rights granted to franchisee herein shall automatically terminate without notice to Franchisee, if 
Francldsee shall hecome insolvent or makeageneral assignment for the benefit of creditors; i f a p e t ^ 
in bankruptcy is fifed hyFranchisee or suchapetition is filed against and not opposed hyFranchisee; if 
Franchisee is adjudicated a bankrupt or insolvent; if a hill in equity or other proceeding for the 
appointmentofareceiverofFranchiseeorothercustodianfbrFranchisee'shusinessorassetsisdiedand 
consented to hy Franchisee; ifareceiverorotbercustodian (permanent or temporary^of Franchisee's 
assets or property,or any part thereof, is appointed hy any court of competentjurisdiction; if proceedings 
f o r a composition with creditors under any state or federal law sbould be instituted hy or against 
Franchisee; i f a dnaijudgment remainsunsatisfiedor of recordfor thirty (30)daysor1onger (unless 
supersedeas bond is filed); iffranchisee is dissolved; ifexecution is levied against Franchisee'shusiness 
or property; ifsuittoforecloseany lienor mortgageagainst the Premises orequipment is instituted 
against Franchisee and not dismissed withintbirty (30) days;or ifthe realorpersonalproperty of the 
Francbised Studio shad be sold affer levy thereupon hy any sheriff, rnarshal, or constable. 

16 2 Termination Upon Notice. Franchisee shad he deemed to he in default and Francldsor 
may, at its option, terminate tbis Agreement and ad rights granted hereunder, without affording 
Franchisee any opportunity to cure the defauft, effective immediately hy giving written notice to 
Franchisee (in the manner provided under Section 24 hereof), upon the occurrence ofany ofthe fodowing 
events: 

162.1 Iffranchisee fads to complete all preopening obligations and to open the 
Franchised Studio wid^in tbe time dmits as provided in Section54ahove; 

16 2 2 IfFranchisee or any of its Principals is convicted ofafe1ony,acrime involving 
moral turpitude,or anyother crime or offense tbat Franchisor heiievesisreasonahlylikeiy to bave an 
adverse effect on the System, tbe Proprietary Marks, the goodwill associated therewid^, or the inter^^ 
Franchisor therein; 

16.2.3 I f a threat ordangcr to puhlic health or safety resuds from the construction, 
maintenance, or operation ofthe Francbised Studio; 
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16^4 fffranchisee^acdonorma^ 
possessfon ofthe P r e m i e or forfodore ofthe right to 
the franehised Studio is located; 

16^5 iffranchisee or any Principal 
this Agreement or any interest to any third party inamanner that is contrary to the term^ 
hereof; 

16.26 Iffrancldsee knowingly maintains false hooks or records, or knowingly suhrnits 
any false statements or reports to franchisor; 

16.2.7 If, contrary to the terms of Sections^ or iO hereof, franchisee discloses or 
divulges the contents of the Manuals or other confidential information provided to franchisee hy 
franchisor; 

16.28 Iffranchisee fails to comply with the covenants in Sections.2 helow or fails to 
timely ohtain execution ofthe covenants required under Section185and19.2 helow; 

16.2.9 Iffranchisee misuses or makes any unauthorized use ofthe froprietary Marks or 
anyother identifying characteristics of the System, oriffranchisee otherwise operatesthe franchised 
Studio in a manner that materially impairs the reputation or goodwill associated w îth the System, 
Proprietary Marks or the rights offranchisor therein; 

I 6 2 l 0 l f franchisee,after curinga default pursuant to Sectionsl63 or 164 hereof, 
commits the same default again, whether or not cured after notice. 

16.2.11ff Pranchisee commits t h r e e ^ o r more defaultsunder this Agreement in any 
twelve(12) month period,whether or not each such default has heen cured after notice(thisprovisionin 
nowaylimitsSectionl6.2.l0ahove! 

I6 2 l21f pranchisee at any time ceases to operate or otherwise abandons the Pranchised 
Studio foraperiodoftwo (2) consecutive days unless such closure is approved in writing hyPranchisor, 
or excused h y ^ ^ B ^ ^ B ^. 

16213 Iffranchisee breaches any material provision of this Agreement which hreach is 
not susceptible to cure 

16.3 Notice and Opportunity to Cure D 7 Days Upon the occurrence of any ofthe 
following events of default, franchisormay,atitsoption,terminatethis Agreement bygiving written 
notice oftermination (in the manner set forth under Section24 hereof) stating the nature of the def̂ ^̂  
franchiseeat least seven(7) days prior totheeffectivedateof termination; provided, however, that 
franchisee may avoid termination hy immediately initiatingaremedy to cure such default, curingd 
satisfaction ofPranchisor,andhy promptly providing proofthereof to Pranchisor within the seven (7^ 
period. Ifany such default is not cured within the specified time, or such longer period as applicable law 
may require, this Agreement shall terminate without further notice to franchisee, effective i ^ ^ 
upon the expiration ofthe seven (7) day period or such longer period as applicable law may require 

1631 If franchiseefails, refuses, or neglects promptly topay any moniesowingto 
franchisor or its affiliates when due; 
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1632 ffFran^dseerefoses t o p e r s 
records or aocoumsofEranchisee upon demand;^ 

1633 fffrancldsee fails to operate foe Franoldsed Studio 
specified in the Manuals^thisprovisfoufouo way limits Seetfou16212! 

164 Notice and Opportunity fo Cure - 30 Days Except as otherwise provided in 
Sectionsi6i, 162and 16.3of this Agreement,npon anyother defouithy Franchisee, Eranchisor may 
terntinate this Agreement hy giving written notice of termination (in the manner set forth under 
Section24hereo^ stating thenature of thedclauit toEranchisee atleast thirty (30) daysprior to th^ 
effoctive date of terminatiom provided,however,thatEranchisee may avoid terrninationhy immediately 
initiatingaremedy tocuresuchdefouit, curing i t to thesatisfaction of Eranchisor,and hy promptly 
providing proof thereof to franchisor within the thirty (30) day period. Ifanysuchdefouitisnot cured 
within the specified time,or such longer periodas appiicahie iawmay require, this Agreement shad 
terminate without further notice to franchisee,effoctive immediately upon the expiration ofthe thir̂ ^̂  
day period or such longer period as appiicahie law may require. 

16.5 Cross Defaults. Anydefanlthy Eranchisee underthisAgreement may he regarded asa 
defoult under any other agreement between Eranchisor(or any affiliate ofEranchisor)andEranchisee(or 
any affiliateoffranchisee) Anydefauithyfranchiseeunder any other agreement between Eranchisor 
(orany affiliate offranchisor) and Eranchisee (or any affiliate offranchisee) may he regarded as a 
default under this Agreement 

17 C B L t C A T t C N S U F C N T E R M I N A T t C N C R E X P t R A T I C N 

Upon termination or expiration ofthis Agreement, ad rights granted hereunder to Eranchisee shad 
terminate, and: 

17 1 Stop Operating. Eranchiseeshadimmediateiy cease to operatetheEranchised Studio, 
and shall nottbereafter,direct1y or indirectly, represent to tbe puhlic or hold itself out asapresentor 
former franchisee offranchisor in connection with the promotion or operation ofany otber business. 

172 StopUsing the System Eranchisee shailimmediateiy and permanentlycease to use, in 
any manner whatsoever, any confidential methods, procedures, and techniques associated with the 
System^theEroprietary Mark^Finot's Faiette^andailotherFroprietary Marksanddistincdveforms, 
slogans, signs, symhois, and devices associated with the System. In particular. Franchisee shad cease to 
use aii signs, marketing materials, displays, stationery, forms, products, and any other articles which 
display tbeFroprietary Marks, as well as any and ad art used in connection with d^eFranchised Stud 

17.3 Cancel Assumed Names. Eranchisee shad take such action as may he necessary to 
cancelanyassumednameregistrationor equivalent registrationohtaincd hy Franchisee which contains 
tbe mark "Finot's Falette^or any other Froprietary M a ^ 
evidence satisfactory to franchisor of compliance with tbis obligation within five (5) days affer 
termination or expiration ofthis Agreement. 

17.4 The Premises. Franchisee shall, at tbe option of franchisor, assigntoEranchisor any 
interest which Franchisee has in any lease or sublease for the Premises. In the event Franchisor does not 
elect to exercise its optionto acquire thelease or sublease for thePremises,Franchisee shad make sucb 
modifications or alterations to the Premises immediately upon termination or expiration of this 
Agreement asmayhenecessa^todistinguishtheappearanceof thePremises f romthatofaPinoFs 
Pa1etteStudioundertbeSystem,andsbaii makesucbspecificadditional changestheretoasFrancbisor 
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m a y ^ s o n ^ y ^ q u ^ f o r ^ p u ^ o ^ fo^evemE^nc^efoi^ 
requdememsof ^ S e c d o n l 7 ^ franchisor havetheright to enter upon the Premises, without 
heing gniity of trespass or any other tort, for the purpose of making or eansing to he made 
as may he required,at the expense offranehisee,whieh expense franchisee agrees to pay upon demand 
Additionady,iffraneidsor does not eieet to exercise the option to acquire the iease/suhiease, franchisee 
shaii compiy with Sectioni8^heiowregardingaCompetitiveBusiness (as dc tmcdinSec^^ 
hefow) 

i 7 ^ Phone Numbers^ Directory Listings^ Domain Names, franchisee shaii cease use of aii 
teiephonenunfoers and any domain names,wehsites,emaii addresses, and any other idcntifiers,whether 
or not authorized hyfranchisor,usedhy franchisee whiie operating thefranchised Studio, ̂ ^̂ ^ 
promptly execute suchdocuments or take such stepsnecessarytoremovereforencetothefranchised 
Studio from aii tradeor husiness telephone directories, inciuding^yeifow" and "white" pages, or at 
franchisor's requesttransfersametoPranchisor franchiseeherehy authorizes franchisor to instruct 
issuers ofany telephone and intcrnetdomainnameservices,andotherprovidersto transfer any such 
telephone numhers, domain names, wehsites,addresses,and anyother identifiers to franchisor upon 
terminationofthisAgreement,withoutneedforanyfurtherapproyai from Pranchisee. Without limiting 
the foregoing, Pranchisee herehy agrees to execute a TeiephoneNumher Assignment and Power of 
Attorney form attached to this Agreement as ExhihitEin order to implement this Sectioni75 

17.6 No Use ofProprietary Marks orTrade Dress in other Businesses, franchiseeagrees, 
in the event it continues to operate, or suhsequentlyhegins to operate, any other husiness, not to use any 
reproduction,countcrfeit,copy,orcolorahie imitation of the Proprietary Marks,either inc 
such other husiness or the promotion thereof, which,mthe sole discretion offranchi^^^^ 
confusion, mistake,or deception, or which,in the sole discretionoffranchisor, isl ikeiytodilutethe 
rights offranchisor in and to the Proprietary Marks franchisee further agrees not to utilize any 
designation oforigin, description, or representation (including hut not limited to reforencc to f ^ 
theSystem,or the Proprietary Marks)which,in the 

present or former association or connection withfranchisor, theSystem,or the Proprietary Marks 

17.7 Pay Pranchisor A l l Amounts Due Pranchiseeshallpromptly pay all sumsowing to 
franchisor and its affiliates and parent. Intheeventoftermination for any defaultoffranchisee, such 
sumsshailinclude,withoutiimitation,ali damages,costs,and expenses, including reasonahie attorneys' 
fees,incurred hyfranchisor asaresult of the default and termination,which ohligation shallgive rise to, 
and remain unt i ipaidinfui i ,a i ieninfayor ofPranchisor against any and a l lo f the personaiproperty, 
furnisldngs,equipment, signs, fixtures, andinventory ownedhy franchisee and onthePremise 
timeof default. 

17.8 Return of Manuals and Confidential Information franchisee shall, at its own 
expense, immediately deliver to franchisor the Manuals and all other records, computer disks, 
correspondence, and instructions containingconfidential information relating to the operation ofthe 
franchised Studio(and any copies thereof, even if such copies w êre made in violationofthis Agreement), 
aii ofwhich are acknowledged to he the property offranchisor. 

17 9 Franchisor's Dntion to Purchase Certain Assets franchisor shaii have the option, to 
he exercised within tldrty (30) days after termination, topurchasefrom franchisee anyor a l l o f the 
furnisidngs, equipment, signs, fixtures, supplies, or inventory ofPranchisee related to the opc^^ 
Pranchised Studio,attheiesseroffranchisee'scost or fair market value The cost for such items shaii he 
determined hased uponafive(5) year straightline depreciation of original costs for equipment that is 
five(5) or more years old, the parties agree that lair market value shall he deemed to he ten percent(10^^ 
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offoeequipmeufsorigioalco^ fffranchisore^c^ to exercise any o^ 
itsbad have therightto setoffad amounts due from Franeh^^ 

1710 Comply with Covenants franchisee and its Principals shall eomply with the covenants 
contained in Section183of this Agreement 

18 C C V E N A N T S 

18.1 Pnll Time and Best Efforts franchisee covenants that, during the term of this 
Agreement,exceptasotherwiseapprovedinwritinghyfranchisor,franchisee(or, iffranchisee is not an 
individua! the Designated frincipai^and franchisee's fuily trained Ceneral Manager shall devote full 
time and hest efforts to the management and operation ofthe franchised Studio. 

182 During the AgreementTerm. franchisee specifically acknowledges that, pursuant to 
this Agreement, franchisee will receive valuahle, specialized training and confidential information, 
including information regarding the operational, sales, promotional, and marketing methods and 
techniques offranchisor and the System franchisee covenants that during the term ofthis Agreement, 
except as otherwise approvedin waiting hyfranchisor,franchisee shaii not,either directly or indirectly, 
for itself, or through, on hehaifof, or in conjunction with any person or legal entity: 

18.2.1 Divertor attempt to divert any present orprospective husiness or customerof any 
Pinot'sPalette Studio to any competitor, hy direct or indirect inducement or othcrwise,or do or perform, 
directiy or indirectiy,any other act injurious or prejudicial to the goodwill associated with the P r o p ^ 
Marks and theSystem; 

18 2 2 Employ or seek to employ any person who is at that time employed hy 
franchisor or hy any other franchisee offranchisor, or otherwise encourage such person to leave his or 
her employment; or 

18.2.3 Cwn, maintain, operate, engage in, he employed hy, provide any assistance to, or 
haveanymorethanaonepercent(1^interestin (as owner or otherwise)any Competitive Businesses 
defined helow) A "Competitive Business" shall he considered a husiness offering artistic painting 
classes, along with reiatedproducts and services,that is the same as or similar to thefranchised Studio 
furthermore, franchiseeacknowiedgesand agrees that franchiseeshall he considered indefault under 
this Agreementand that this Agreement will hesuhjectto terminationasprovided in Section 162.8 
herein, in the event thataperson in the immediate family (including spouse, domestic partner, parent or 
child) of franchisee(or,iffranchisceis other than an individual,each Principal that is suhjecttothese 
covenants)engagcsinaCompetitive Business that would violate this Section 18.2.3 ifsuchperson was 
suhject to the covenants of this Section18 2 3 

183 After the Agreement and After a Transfer Pranchisee covenants that, except as 
otherwise approved in writing hy franchisor, fo ra continuous uninterrupted period of two (2) years 
commencing upon the date of (a)atransler permitted under Sectionl^of this Agreement; (h)expiration 
of this Agreement;(c)termination of this Agrcement(regard1ess of the cause fbr terminations 
order ofaduiy authorized arbitrator, paneiofarhitrators,oracourtofcompetentjurisdiction ( a ^ 
appeals have been taken) with respect to any ofthe foregoingor witb respect to enforcement of this 
Section183;or(c)any or ad of the foregoing: 

18.3.1 franchisee shad not either directly or indirecdy,for itself, or through, onbehaif 
of,orinconjunction witb any person or legal entity,own,maintain,operate,engage in,be employed hy, 
provideassistanceto,orbaveanymterestin(asownerorotherwisc)anyCompetitive Business that is, or 
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is intended to be, located (i) at tbe Approved Location for the Franchised Studio, (ii) within a radius of 
twenty-five (25) miles ofthe Franchised Studio, or (iii) within a radius of twenty-five (25) miles of any 
other Pinot's Palette Studio in operation or under construction on the effective date of termination or 
expiration located anywhere; provided, however, that this provision shall not apply to the operation by 
Franchisee of any business under the System under a franchise agreement with Franchisor; 

18.3.2 Franchisee shall not sublease, assign, or sell Franchisee's interest in any lease, 
sublease, or ownership of the Premises or assets of the Franchised Studio to a third party for the operation 
ofa Competitive Business, or otherwise arrange or assist in arranging for the operation by a third party of 
a Competitive Business. 

18.4 Exception for Ownership in Public Entities. Sections 18.2.3 and 18.3 shall not apply 
to ownership by Franchisee o f a less than five percent (5%) beneficial interest in the outstanding equity 
securities ofany corporation which has securities registered under the Securities Exchange Act of 1934. 

18.5 Personal Covenants. Franchisee shall obtain and furnish to Franchisor executed 
covenants similar in substance to those set forth in this Section 18 (including covenants applicable upon 
the termination of a person's relationship with franchisee) and the provisions of Sections 10 and 11 of 
this Agreement (as modified to apply to an individual) from all managers, artists and other personnel 
employed by Franchisee who have received or will receive training and/or other confidential information. 
Every covenant required by this Section 18.5 shall be in a form approved by franchisor, including 
specific identification of Franchisor as a third-party beneficiary ofsuch covenants with the independent 
right to enforce them, the current forms of which shall be contained in the Manuals. 

18.6 Covenants as Independent Clauses. The parties agree that each of the foregoing 
covenants shall be construed as independent ofany other covenant or provision of this Agreement. If all 
or any portion ofa covenant in this Section 18 is held unreasonable or unenforceable by a court or agency 
having valid jurisdiction in an unappealed final decision to which Franchisor is a party, Franchisee 
expressly agrees to be bound by any lesser covenant subsumed within the terms of such covenant that 
imposes the maximum duty permitted by law, as ifthe resulting covenant were separately stated in and 
made a part of this Section 18. 

18.7 Franchisor's Right to Reduce Scope of the Covenants. Franchisee understands and 
acknowledges that Franchisor shall have the right, in its sole discretion, to reduce the scope of any 
covenant set forth in tbis Section 18, or any portion thereof, without Eranchisee's consent, effective 
immediately upon receipt by Franchisee of written notice thereof; and Franchisee agrees that it sbad 
comply forthwith with any covenant as so modified, which shad be fully enforceable notwithstanding the 
provisions of Section 25 hereof. 

18.8 Covenants Survive Claims. Franchisee expressly agrees tbat the existence of any 
claims it may have against Franchisor, whether or not arising from this Agreement, shall not constitute a 
defense to the enforcement by Franchisor of the covenants in this Section 18; provided, however, any 
claims Franchisee may have against Franchisor may be brought in a separate proceeding. Franchisee 
agrees to pay all costs and expenses (including reasonable attorneys' fees) incurred by Franchisor in 
connection with the enforcement of this Section 18. 

18.9 Injunctive Relief. franchisee acknowledges that the foregoing restrictions are 
reasonable, are not vague or indefinite, and are designed to protect the legitimate business interests of 
franchisor and the System, and that in the event ofa breach of covenants contained in this Section 18, the 
damage to Franchisor would be difficult to ascertain and, in addition to other rights and remedies. 
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Franchisor shad he endded to seek 
covenants, together with reasonable attorneys'foes and costs. 

19 C O R P O R A T I O N , LIMITED L I A B I L I T Y C O M P A N Y O R F A R ^ 

t9d List of Principals if Franchisee is a corporation, limited liahility company, or 
partnership, each Frincipal ofFranchisee, and the ownership interest ofeach Principal inFranchisee, shall 
he identified inFxh ih i tB hereto. Franchisee shall maintain a l is toFai i Frincipais and immediately 
fnrnishFranchisor with an update to the information contained in FxIdhitDnpon any change,which shall 
he made only in compliance with Sectionl^ahove Asset forth in Sect ions , the Designated Principal 
shall atailtimeshaveatleastatenpercent(IO^ interest in Franchisee. 

19 2 Cnaranty, Indemnification, and Acknowledgment Fach Principal shaii execnte a 
guaranty, indemnification, and acknowledgment oF Franchisee's covenants and ohligations under this 
Agreement in the Form attached hereto as FxhihitC 

19.3 Corporations andLimitedLiahility Companies. IfFranchisee or anysuccessor to or 
assignee ofFranchisee isacorporationoralimited liahility company,Franchisee shall comply with the 
following requirements: 

19.31 Franchiseeshall he newdy organized and its governingdocumentsshall at all 
times provide that its activities are confined exclusively to operating the Franchised Studio 

1932 Franchisee shall, upon request ofFranchisor, promptly furnish to Franchisor 
copiesoffranchisee'sarticlesof incorporation, hyiaws,articies of organization, operatingagreement 
and/or other governing documents, and any amendments thereto, including the resolution ofthe Board of 
Directors or memhers authorizing entry into this Agreement 

19 3 3 Franchisee shall maintain stop-transfer instructions on its records against the 
transfer of any equity securitlesoffranchisee; and each stock certificate or issued securities ofFranchisee 
shall conspicuously include upon its face a statement, in a form satisfactory to Franchisor, which 
references the transfer restrictions imposedhyth^ 
ofthis Section19.33shall not apply toapuhiicly held corporation. 

19.4 Partnerships and Limited Liahility Partnerships IfFranchisee or any successor to or 
assigneeofFrancldseeisapartnershiporiimitediiahilitypartnership,Franchiseeshallcomply with the 
following requirements: 

194.1 Franchisee shall he newly organized and its partnership agreement shall atail 
times provide that its activities are confined exclusively to operating the Franchised Studio. 

194.2 Franchise shall furnish Franchisor with a copy of its partnershipagrcement as 
weii as such other documents as Franchisor may reasonahly request, and any amendments thereto. 

19 4 3 Thepartnersofthe partnershipshail not, without thepriorwrittenconsentof 
Franchisor,admitadditionalgeneraipartners,removeageneralpartner,orotherwisemateriai1y alter the 
powers ofany general partner. 

20 T A X F S , PERMITS, AND INDEBTEDNESS 

Prancbise Aereemem-Pinof s Palcttc-08 4 5 



20.1 Taxes Franchisee shad prompfiy 
nnempfoyment and sales taxes, and all aeeonnts and other indebtedness oF every kind Incurred hy 
Franchisee in the operation oFthe FranchisedStudio. Franchisee shall pay to Franchisor an amount equal 
to anysalestax,grossreceiptstax,or similar taxorassessment(other than incometax)imposedon 
Franchisor with respect to any payments to Franchisor required under this Agreement,uniess the tax i^ 
credited against income tax otherwise payahlehy Franchisor. 

20.2 Dispute AhoutTaxes. In the event oFany ^ ^ ^ ^ dispute as to Franchisec'sliahility 
For taxes assessed or other indehtedness. Franchisee may contest the validity or the amount of the tax or 
indehtedness in accordance with procedures oFthe taxing authority or applicable law,hutmno event shaii 
Franchisee permitatax sale or seizure hy levy or execution or similar writ or warrant, or attachment hya 
creditor, to occur against the Premises ofthe FranchisedStudio, or any improvements thereon. 

20.3 Compiiauce with Laws Franchisee shall comply with allfederal,state, and local laws, 
rules, and regulations, and shall timely obtain any and aii permits, certificates, or licenses n^ 
thefullandproper conduct of theFranchised Studio, includinglicensestodobusiness, fictitiousname 
registrations, sales tax permits, and fire clearances 

21 I N D L P L N D L N T C O N T R A C T O R A N D t N D E M N t P t C A T t O N 

2i I NoPiduciary Relationship Franchiseeis an independentcontractor. Franchisorand 
Franchisee are completely separate entities and are not fiduciaries, partners, joint venturers, or agents of 
tbe otber in any sense and neither shallhavethepower to bind the other. No act or assistance givenhy 
either party to tbe otber pursuant to this Agreement shall be construed to alter the relationship Franchisee 
shall be solely responsible for compliance with ail federal, state, and iocai laws, rules and regulations, and 
forfranchisee'spolicies, practices, and decisions relating to the operation of tbe Francldsed Stud 

21.2 Public Notice During the term ofthis Agreement, Franchisee shall hold itselfout to the 
puhlic as an independent contractor operating theFranchisedStudio pursuant toafranchise agreement 
from Franchisor Franchisee agrees to take such action as may he necessary to do so, including exhibiting 
anotice of tbat fact inaconspicuous place at tbe Premises,tbe content of which Franchisor reserves the 
right to specify 

21.3 NoAssumptionof Liability. Nothing inthis Agreement authorizcsFranchisee to make 
anycontract,agreement,warranty,orrepresentation on the behalf of Franchisor, or to incur any debt or 
other obligationintbename of Franchisor^andPranchisorshallin noeventassume liability fbr,or he 
deemed liable hereunder asaresult of, any such action; nor shall franchisor he liable hy reason of any act 
or omission of franchisee in its operation ofthe Francldsed Studio or for any claim or judgment arising 
therefrom againstfranchisee or Franchisor. 

214 Indemnification, franchisee sballindemnifyandbold Franchisor, Prancbisor'sowners 
andaffiliates and parent,and their respectiveofficers, directors, and employecs(the"lndemnitees^ 
harmless against any and all causes ofaction, claims, losses, costs, expenses, iiahdities, litigation, 
damages or other expenses (including,but not limitedto,settlementcosts and attorneys' fees) arising 
directly or indirectly from,asarcsuitof, or in connection with theoperationof theFranchised Studio 
and/or Franchisee'sconduct under this Agreement (notwithstanding anyciaims that tbelndemnitees are 
or were negligent). Franchisee agrees tbat with respect to any threatened or actual litigation, proceeding 
or disputew'hich could directly or indirectly affect any oftbelndemnitees, the Indemnitees shall have t̂ ^ 
right, hut not the ohligation, in their discretion,to: (i) choose counsel,(ii)direct,managcand/or control 
the hand1ingofthematter;and (iii) settle onhehalfofthelndemnitees,and/or Franchisee, anyclaim 
against the Indemnitees. Al l vouchers, canceled checks, receipts, receipted hills or other evidenceof 

Franchise Atireement-Pinot's Palcttc-08 46 



payments for any sneh fosses, dahddies, eosts, damages, charges or expenses of whatsoever natnre 
h^enrredhy any fodenmitee shall he taken as prirnafoeie evidence offranehisee'sohhgatfon 

22 A P P R O V A L S A N D W A I V E R S 

221 Approval Requests Whenever this Agreement requires rhe prior authorization, 
approval or consentoffranchisor, Pranchisee shaiimakeatimeiy written request tofranchisor therefor, 
and such approval or consent must he ohtainedinwriting. 

22.2 Nonwaiver Nofailure offranchisor to exercise any power reserved to it hereunder, or 
to insist upon strict compliance hy franchisee with any ohligation or condition hereunder,and no custom 
or practice of the parties in variance with the tertr̂ s hereof, shall constituteawaiveroffranchisor'sright 
to demand exact compliance with the terms hereof Waiver hyPranchisor of any particular default hy 
franchisee shall not he hinding unless in writing and executed hy the party sought to he charged and shall 
notaffoctorimpairfranchisor'srightwithrespecttoanysuhsequentdefouitofthesamcorofadifferent 
nature; nor shall any deiay,waiver,forhearance, or omission ofPranchisor to exercise any power or rights 
arising out of any hreach or defouithyPrancldsee of any of the terms, provisions, or covenants hereof, 
affoctorimpairfranchisor'srightsnorshad such constituteawaiver hyPranchisor of any right hereunder 
or ofthe right to declare any suhsequent hreach or defauiL Suhsequent acceptance hyfranchisor ofany 
payment(s)due to it hereunder shad not he deemed to heawaiver hyfranchisor of any preceding hreach 
hy franchisee ofany tenr̂ s, covenants or conditions ofthis Agreement. 

23 W A R R A N T t L S OP O P E R A T O R 

23.1 Reliance hyPranchisor franchisorentered into this Agreement in reiianceupon the 
statementsandinformation suhmitted to Pranchisor hy franchisee inconnection with this Agreement, 
francldseerepresents and warrants that allsuchstatementsandinformationsuhmittedhyfranchiseein 
connection with this Agreement are true,correct and complete in all material respects, franchiseeagrees 
to promptly advisefranchisor of any material changes in the information or statements suhmitted. 

23 2 Compliance with Laws. Pranchiseerepresentsand warrants to franchisor that neither 
franchisee (including, without limitation, any and all of i t s employees, directors, officers and other 
representatives), nor any ofits affiliates or the funding sourcesfor either isaperson or cntitydesignated 
with whom franchisor, or any ofits affiliates,are prohibited hy law from transacting husiness 

24 NOTICES 

Any and all notices requiredorperndttedunder this Agreement shaiihein writing and shalihe 
personailydeiivered,senthy registeredmail, or hyother means which affordsthe sender evidence of 
delivery,or of rejected delivery,to the respective parties at the addresses shown on the signature page of 
this Agreement, unless anduntiladifforent address has heen designatedhy written notice to the other 
party Any nodcehyameans which affords the sender evidenceof delivery,or rejected deliver^,shaii he 
deemedto have heen given atthedateandtimeofreceipt or rejected delivery 

25 E N T 1 R E A C R E E M E N T 

franchisorandfranchisee,andanyPrincipal,eachacknowledge and warrant to each other that 
they wish to have all terms oftlds husiness reiationship defined solely in and hy this written Agreement 
Recognizing the costs on hothfranchisor and franchisee which are uncertain,franchisor and Pranchisee 
each confirm that neither wishes to enter intoahusiness reiationship with the otherinwhich any terms or 
ohligations are the suhject of alleged oral statements or in which oral statements or non contract writings 
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wldcb have heen or m a y m t h e f o ^ 
orohligadonsdifforentfoano^ Accordingly 
Francldsor and Franchisee agree and promise each odter that rhis Agreement supercedes and 
priorand/orcontemporaneonsdiscnssionsorwridngs(whethcrdescrihed as representations, inducements, 
promises, agreements or any other term), between Francldsor or anyone acting on its behalf and 
Francldsee or anyone acting on its behalf, which might he taken to constitute agreements, representad 
indncements, promises or understandings(or any equivalent to sucb term) with respect to tbe r ^ 
ohiigations of Franchisor and Franchiseeortherelationshipbetween them Franchisorand Franchisee 
agree and promise eacb otber that they have placed, and will place, no reliance on any snch discussions or 
writings. In accordance witb tbe Foregoing, it is understood and acknowledged that this Agreement, the 
attachments hereto, and tbe doenments referred to herein constitute tbe entire Agreement between 
Franchisor andFrancbisee concerning tbe suhject matter hereof, and supersede any prior agreements, no 
other representations having inducedFranchisee to execute this Agreement Except for those permitted to 
be made unilaterally hy Franchisor hereunder, no amendment, change, or variance from this Agreement 
shall he binding on either party unless nmtuady agreed to by the parties and executed hy their authorized 
officers or agents in writing Nothing in this Section 25 is intended to disclaim any ofthe information or 
represcntationscontainedinfranchisor'sFranchise Disciosure Documentor its attachments or exhfo^^ 

26 S E V E R A B I L t T Y A N D C D N S T R U C T t D N 

261 Severable Farts Except asexpressiy provided tothe contrary herein, each portion, 
section, part, term, and/or provision ofthis Agreement sball be considered severable; and if, fbrany 
reason,any sectiompart,term,and/or provision hereinis determined toheinvaiid and contrary to,or in 
confiict with,any existing or future law or regulation hyacourt or agency having valid jurisdiction,su^^^ 
shall not impair tbe operation of, or bave any other effect upon, sucb other portions, sections, parts, terms, 
and/or provisions oftlds Agreement as may remain otherwise intelligible; and tbe latter shaii continue to 
he given full force and effect and hind the parties hereto; and said invalid portions, sections, parts, terms, 
and/or provisions shad be deemed not to beapart of this Agreement. 

26 2 Terms Surviving this Agreemeut Any provision or covenant in tbis Agreement wbicb 
expressly or by its nature imposes ohiigations heyond the expiration, termination or assignment of this 
Agreement(regardiessofcause),shail survive such expiration,termination or assignment 

26 3 No Rights nn Third Parties Except as expressly provided to the contrary herein, 
nothingin tbis Agreement is intended, nor shall hedecmed, toconfer upon any person or legalentity 
other than Franchisee, Franchisor, officers, directors, shareholders,agents, and employees offranchisor 
and such successors and assigns offranchisor as may he contemplated hySectionl5hereof, any rights or 
remedies under or hy reason ofthis Agreement. 

26.4 Fnll Scope of Terms. Franchisee expressly agrees to he bound hy any promise or 
covenant imposing tbe maximumduty permitted hy law which issubsumed within the termsofany 
provision hereof, as though it were separately articulated in and madeapart of this Agreement,that may 
result from striking from any of the provisions hercofany portion or portions whichacourt or agen 
having validjurisdiction may hold to he unreasonable and unenforceable in an unappealed final decision 
to w ĥicb francbisorisaparty,orfromreducingthescopeofany promise or covenanttotheextent 
required to comply with suchacourt or agency order 

26.5 Franchisor's Application of itsRights Franchisor shad have the rigbt tooperate, 
deveiopand change the System in any manner that is not specificaiiy precluded by this Agreement. 
WheneverEranchisorhasreserved in this Agreementa rigbt and/or discretionto takeorwithholdan 
action,or is deemed to havcarightand/or discretion to take or withhold an action,orarigbt to grant or 
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decdneto^amfrancfo^ 
ds rights on the basis ofthe 
franehisoBshest interests and/or in the hest interests of f raneh^^ 
decision is ntade, without regard to whether: (i) other reasonahie or even argnahiypreforahie alternative 
decisions eonid have heen made hy franchisor; (h)th^ 
financial or other individual interests; (hi) franchisoBsdeeision or the action 
franchisee and one or more other franchisees or franchisor's company owcd operations; or (iv) 
franchisor'sdecision or the exercise of its right or discretion is adverse to franchisee's interest Inthe 
ahsence ofan appiicahie statute, franchisor will have no liahility to franchisee for any snch decision o 
action, franchisor and franchisee intend that the exercise of franchisor rights or discretion will not he 
suhject to limitation or review, ffapplicahle law impliesacovenantofgood taith and lair dealing inthis 
Agreement,francidsor and franchisee a g r e e d 

thatareinconsistentwithafoirconstructionofthetermsof this Agreementand that this Agreement 
grants franchisor the right to make decisions, take actions and/or refrain from taking actions not 
inconsistent with franchisee'srights and ohligations hereunder 

27 A P P L t C A B L E L A W A N D D E P U T E R E S O L U T I O N 

271 GovcrnfogLaw This Agreement takeseffoctuponitsacceptanceandexecutionhy 
franchisor, and shall he interpreted and construed under the laws ofthe State ofTexas. In the event of 
any confiict of law, the laws ofTexas shall prevaii,without regard to, and without giving effect to, th^ 
applicationofTexasconfiictof law rules. Nothingin this Section 271 is intendedhy the parties to 
suhject this Agreement to any franchise or sindlar law, rule, or regulation ofthe State ofT^^ 
other state to which it would not otherwise he suhject 

27.2 Non BfodingMcdiatfon Before any party may hring an action in arbitration or in court 
agamsttbcotber,thepartiesmustfirstmeetto mediate the dispute(except for controversies, disputes, ô  
claims related to or hased on improper use of the froprie^^ Any 
such mediation shall he nonbinding and shall he conductedhy the American Arhitration Association in 
accordance with its then-current rules for mediation of commercial disputes A l l mediation proceedings 
wiil heconductedatasuitabie iocation chosen hyth^ 
franchisor's then current principal place of husiness, unless we agree otherwise in writing. 
Notwithstandinganythingto tbecontrary,this Section 27 2 shall not harcither party fromohtaining 
injunctive reliefagainst threatened conduct that will cause it loss or damages, under the usual equity rul^^^ 
including tbe applicable rules for obtaining restraining orders and preliminary injunc^^^ 
to engage in mediation Mediation hereunder shall he concluded within forty five (45) days of 
Tranchisee'sreceipt of the notice specifying the designatedmediator or such longer period asmay he 
agreed upon hy tbe parties in writing. Al l aspects of the mediation process shall be treated as 
confidential, sball not he disclosed to otbers, and shall not he offered or admissible in any otber 
proceedingor legal action whatever franchisorand franchisee shall each hear its own costs of 
mediation,and eacb shall hear one baif(^) the cost oftbe mediator or mediation service. This Section 
27 2 mandating nonbinding mediation shall not he applicable to any claim or dispute arising under this 
Agreement or any other agreement between the parties which relates to the failure to pay fees or otber 
monetary ohiigation(s)of either pa^y under said agreement(s) 

27.3 Arbitration franchisor andfranchisee agree that, suhject toSection 272 berein,and 
except for controversies, disputes,or claims related to or hased on improper use oftheProprietary M a ^ 
or Confidentiallnformation,allcontroversies,disputes,orclaimshetweenfranchisor and Tranche 
affiliates,andfrancbisor'sandtheirrcspective shareholders, memhers, officers, direct^^^ 
employees, and franchisee (andforfranchisee'sowners, guarantors, affiliates, andBoremployees)arising 
out ofor related to: 
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Franchisor; or 

(!) this Agreement or any other agreement between Franchisee and Franchisor; 

(2) Franchisor's relationship with Franchisee; 

(3) the validity of this Agreement or any other agreement between Franchisee and 

(4) any System Standard; 

must be submitted for binding arbitration, on demand of either party, to the American Arbitration 
Association in the United States ("AAA"). Tbe arbitration proceedings will be conducted by one 
arbitrator and, except as tbis Section otherwise provides, according to the A A A ' s then current rules. Al l 
proceedings will be conducted at a suitable location chosen by the arbitrator, which is within a five (5) 
mile radius of franchisor's then current principal place ofbusiness. The arbitrator shall have no authority 
to select a different hearing locale. All matters relating to arbitration will be governed by the United 
States Federal Arbitration Act (9 U.S.C. §g I et seq.). Judgment upon the arbitrator's award may be 
entered in any court of competent jurisdiction. 

27.3.1 The arbitrator has tbe right to award or include in his or her award any relief 
which he or she deems proper, including, without limitation, money damages (with interest on unpaid 
amounts from the date due), specific performance, injunctive relief, and attorneys' fees and costs (as 
allowable under this Agreement or applicable law), provided that the arbitrator may not declare any 
Proprietary Mark generic or otherwise invalid or, as expressly provided in Section 27.7 below, award any 
punitive, exemplary or multiple damages against either party. 

27.3.2 franchisor and franchisee agree to be bound by the provisions of any limitation 
on the period of time in which claims must be brought under applicable law or this Agreement, whichever 
expires earlier. Franchisor and Franchisee further agree that, in any arbitration proceeding, each must 
submit or tile any claim which would constitute a compulsory counterclaim (as defined by Rule 13 ofthe 
United States Federal Rules of Civil Procedure) within the same proceeding as the claim to which it 
relates. Any claim which is not submitted or filed as required is forever barred. The arbitrator may not 
consider any settlement discussions or offers that might have been made by either Franchisee or 
Franchisor. 

27.3.3 Franchisor and Franchisee agree that arbitration will he conducted on an 
individual, not a class-wide, basis and that an arbitration proceeding between Franchisor and Franchisor's 
affiliates, and Franchisor's and their respective shareholders, officers, directors, agents, and/or employees, 
and Franchisee (and/or Franchisee's owners, guarantors, affiliates, and/or employees) may not be 
consolidated with any other arbitration proceeding between Franchisor and any other person. 

27.3.4 Despite Franchisor's and Franchisee's agreement to arbitrate, Franchisor and 
Franchisee each have the rigbt in a proper case to seek temporary restraining orders and temporary or 
preliminary injunctive relief from a court of competent jurisdiction; provided, however, that Franchisor 
and Franchisee must contemporaneously submit Franchisor's dispute for arbitration on the merits as 
provided in this Section 27.3. 

27.3.5 The provisions of this Section are intended to benefit and bind certain third party 
non-signatories and will continue in full force and effect subsequent to and notwithstanding this 
Agreement's expiration or termination. 
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27.4 Choice of Venue. To the extent the parties do not resolve a dispute through mediation, 
arbitration, or otherwise, Franchisee consents and agrees that the proper venue in any such proceeding, 
claim, action or lawsuit relating to or arising out of this Agreement shall he the courts of the county where 
Franchisor has its then current principal place of business. Franchisee acknowledges that these courts 
shall have personal jurisdiction over it and hereby waives any defense it may have "on the grounds of 
improper venue. 

27.5 No Rights Exclusive of Other Rights. No right or remedy conferred upon or reserved to 
Franchisor or Franchisee by this Agreement is intended to be, nor shall be deemed, exclusive ofany other 
right or remedy provided herein or permitted by law or equity, but each shall be cumulative of every other 
right or remedy. 

27.6 W A I V E R OF J U R Y T R I A L FRANCHISOR A N D FRANCHISEE I R R E V O C A B L Y 
WAIVE TRIAL BY JURY IN A N Y ACTION, PROCEEDING, OR COUNTERCLAIM, WHETHER 
AT LAW OR IN EQUITY, BROUGHT BY EITHER OF T H E M AGAINST THE OTHER, WHETHER 
A LEGAL ACTION, IN MEDIATION, OR IN ARBITRATION. 

27.7 W A I V E R OF PUNITIVE D A M A G E S FRANCHISOR AND FRANCHISEE 
HEREBY WAIVE TO THE FULLEST EXTENT PERMITTED BY LAW A N Y RIGHT TO OR C L A I M 
OF ANY PUNITIVE OR E X E M P L A R Y DAMAGES AGAINST THE OTHER. 

27.8 Limitation. The parties agree that, except as provided below, no mediation or 
arbitration proceeding, action or suit (whether by way of claim, counterclaim, cross-complaint, raised as 
an affirmative defense or otherwise) by either party will lie against the other (nor will any action or suit 
by franchisee against any person and/or entity affiliated with franchisor), whether for damages, 
rescission, injunctive or any other legal and/or equitable relief, in respect of any alleged hreach of this 
Agreement, or any other claim of any type, unless such party will have commenced such mediation or 
arbitration proceeding, action or suit before the expiration ofthe earlier of: (a) One hundred eighty (180) 
days after the date upon which the state of facts giving rise to the cause of action comes to the attention 
of, or should reasonably have come to the attention of, such party; or (b) One (I) year after the initial 
occurrence of any act or omission giving rise to the cause of action, whenever discovered. 

27.8.1 Notwithstanding the foregoing limitations, where any federal, state or provincial 
law provides for a shorter limitation period than above described, whether upon notice or otherwise, such 
shorter period will govern. 

27.8.2 The foregoing limitations may, where brought into effect by Franchisor's failure 
to commence an action within the time periods specified, operate to exclude franchisor's right to sue for 
damages but will in no case, even upon expiration or lapse of the periods specified or referenced above, 
operate to prevent franchisor from terminating Franchisee's rights and Franchisor's obligations under this 
Agreement as provided herein and under applicable law nor prevent Franchisor from obtaining any 
appropriate court judgment, order or otherwise which enforces and/or is otherwise consistent with such 
termination. 

27.8.3 The foregoing limitations shall not apply to franchisor's claims arising from or 
related to: (I) Franchisee's under-reporting of Net Sales; (2) Franchisee's under-payment or non-payment 
of any amounts owed to Franchisor or any affiliated or otherwise related entity; (3) indemnification by 
Franchisee; (4) Franchisee's confidentiality, non-competition or other exclusive relationship obligations; 
and/or (5) Franchisee's unauthorized use of the Proprietary Marks. 
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279 WAIVER OF RICO T H F F A R ^ F S HERETO A O R F E T O W A I V ^ N O W A N O 
E O R E V E R ^ A N Y A N O A E E R I O H T S E I T H E R M A Y H A V E U N O E R T H E E E O E R A E STATUTE 
KNOWN AS RICO 

27.10 Injundive RelfoT Not ing hereincomamed shad hartherightof Eranchisor to ohiain 
miuncdvcrchcfagamstth^ 
terms of Sccdons9, 10, II, 15,and 18 under the usual equity ruics, including thcappiicahlcrulcs for 
ohraining restraining orders and preliminary injunctions. 

2711 Release of Claims. BycxccutingthisAgrccmcnt,Eranchiscc,onhcha1f of itself and its 
hcirs,1cgaircprcscntativcs,succcssorsandassigns,andcachassignccofthis Agreement hy accepting 
assignment ofthe same, herehy forever releases anddischarges franchisorand its memhers, officers, 
directors, employees, agents and servants,including Eranchisor'ssuhsidiary and affiliated c o ^ 
their respective mcmhcrs,officcrs,dircctors, employees,agents and servants, fromany andaiiclaims 
relating to or arising under any franchise agreement or a 
priortothedatcofthis Agreement including, hut not limited to,any and aii claims, whether presently 
known or unknown,suspected or unsuspected, arising under thefranchisc, securities or antitrust laws of 
the United Sratcsorofanystatc, province or territory thereof 

27.12 Counterparts^ FaragraphHcadings^ Pronouns. This Agreement may he executed in 
any numher of counterparts, ail of which when taken together shall constitute one and the same 
instrument Ail captions and paragraph headings in this Agreement arc intended solely for the 
convenience ofthe parties, and none shaii he deemed to affect the mcaningor construction ofany 
provision hereof Each pronoun used herein shall he deemed to include the other numher of genders 

27 13 Sccuritvtntcrcst. franchiseeherehy grants to Eranchisorasccurity interest in aii of 
Eranchiscc'sintcrcst in all leasehold improvements,furniturc,furnishings, fixtures,equipment 
and supplies iocatcdat oruscdinconncction with thefranchised Studio, noworhcrcaficr icascdor 
acquired, together with aii attacim^cnts, accessions, accessories, additions, suhstitutions and rcpiacc^^^ 
thcrcforc,anda1icashandnon-cashprocccdsdcrivcd from insurance or the disposition of such collateral, 
to secure payment and pcrformanccofall dchts, liahiiiticsand ohiigations ofany kind, whenever and 
however incurred, of franchisee to franchisor franchisee agrees to execute and deliver to Eranchisor in 
atimcly manner ail financial statements and other documents necessary or desirahic to evidence, perfect 
and continue the priority ofsuch security interests under the Uniform Commercial Code. 

2714 AttorncysTccs. In the event franchisor is required to employ legal counsel or to incur 
other expenscto enforce any ohligation offranchisee hereunder, or to defend against any claim, demand, 
action or proceeding hy reason offranchiscc'sfailurc to perform any ohligation imposed uponEranchiscc 
hy this Agrccmcnt,franchisorshaiihc entitled to recover from Eranchisccthcamountofalircasonahic 
attorneys' fees of such counsel and aii other expenses incurred in enforcing such obligation or in 
defending against such claim,demand, action,or procccdmg,whcthcr incurred prior to or in preparation 
for or contemplation ofthe filing ofsuch action or thereafter 

28 A C R N O W U E D C M E N T S 

281 ERANCHISEE'S INVESTICATION OF T H E BUSINESS FOSSIBIUITUES 
ERANCHISEE ACKNOWEEOCES THAT IT HAS CONOUCTEO A N INOEFENOENT 
INVESTIGATION O E T H E B U S I N E S S O E O E E R A T I N C A F I N O T ' S F A E E T T E S T U O I O , ANO 
R E C O C N I ^ E S T H A T T H E B U S I N E S S V E N T U R E C O N T E M F E A T E O B Y THIS AGREEMENT 
INVOLVES BUSINESSR1SKS A N O T H A T I T S S U C C E S S W T E E 8 E E A R G E E Y O E R E N O E N T 
UEON THE ABILITY OE ERANCHISEE (OR, IE ERANCHISEE IS A COREORATION, 
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P A R T N E R S H ^ ^ ^ 
(AN) INDEPENDENT 8USINESSEERSDN(S) ERANCHISOR EXPRESSLY DISCLAIMS THE 
MAKING C E , A N D ERANCHISEE A C K N C W L E D C E S THAT IT H A S N O T RECEIVED, A N Y 
W A R R A N T Y O R C U A R A N T E E , EXPRESS OR IMPLIED, AS TO THE P O T E N T I A L Y O L U M E , 
PROFITS, OR SUCCESS OE THE BUSINESS V E N T U R E C O N T E M P L A T E D B Y THIS 
ACREEMENT PRANCHISEE A C K N O W L E D G E S T H A T THIS ACREEMENT CONTAINS A L L 
ORAL AND WRITTEN AGREEMENTS, REPRESENTATIONS AND ARRANGEMENTS 
BETWEEN THE PARTIES, AND ANY RIGHTS WHICH THE RESPECTIYEPARTIES HERETO 
M A Y HAVE HAD UNDER ANY OTHER PREVIOUS CONTRACT (WHETHER O R A L OR 
WRITTEN) ARE HEREBY CANCELLED A N D T E R M I N A T E D , A N D NO REPRESENTATIONS OR 
WARRANTIES ARE M A D E OR IMPLIED, E X C E P T A S S P E C I E I C A L L Y S E T E O R T H HEREIN 
ERANCHISEE FURTHER ACKNOWLEDGES THAT IT HAS NOT RECEIVED OR RELIED ON 
A N Y REPRESENTATIONS ABOUT THE FRANCHISE BY THE FRANCHISOR, OR ITS 
OFFICERS, DIRECTORS, EMPLOYEES OR AGENTS, THAT A R E CONTRARY TO THE 
STATEMENTS MADE IN THE FRANCHISOR'S FRANCHISE DISCLOSURE DOCUMENT OR TO 
THE TERMS AND CONDITIONS CONTAINED HEREIN, A N D FURTHER REPRESENTS TO THE 
FRANCHISOR, AS A N INDUCEMENT TO ENTRY INTO THIS AGREEMENT, THAT 
ERANCHISEE HAS M A D E NO MISREPRESENTATIONS IN OBTAINING THE FRANCHISE 

28.2 Receipt o f E D D and Complete AgreemenL Franchisee acknowledges that it received^ 
complete copy ofthis Agreement, the attach 
seven (7) calendardays priorto the date on which this Agreement was execnted. Franchisee Further 
acknowledgesthat it receivedthedisciosnredoenment required hy theTrade Regulation RuIeoFthe 
FederalTrade Commission entitled "Disciosure Requirements and ProhihitionsConcerning Tranche 
otherwise known as the Franchise Disclosure Document (PDD),at ieast Fourteen(I4)caiendar days prior 
to the date on which this Agreement was executed or any payment hyFranchisee For the franchise rights 
granted under this Agreement Franchisee further acknowledges that prior to receiving Eranchisor'sFDD, 
Franchisor advised Franchisee of the formatsinwhichtheFDDis made available, and any conditions 
necessary for reviewing the FDD inaparticular format. 

283 PranchiseeRead the Agreement andConsnlted Franchisee acknowledges that it has 
readand understood Franchisor's FDD and this Agreement, the attachments hereto, and agreements 
relating thereto, ifany, and that franchisor has accorded Franchisee ample time and opportunity to 
consultwithadvisorsofEranchisee'sownchoosingahoutthcpotential henefits and risks of entering into 
this Agreement 

284 Pranchisee^sRespnnsihdity for Operation nf Business Although Eranchisor retains 
the right to establish and periodically m o d i f y S y s ^ 
inthe operation ofthe Franchised Studio,Eranchisee retains the right and sole responsibility for the day-
today management and operation of the Franchised Studio and the implementation and maintenance of 
System standards at the Eranchised Studio 

28.5 No Conflicting Obligations Each party represents and warrants to the other that there 
are no other agreements, court orders, or any other legal ohiigations that would preclude or in any manner 
restrict such party from: (a) negotiatingandenteringintothis Agreement; (h)exercising its rights under 
this Agreement; and^or(c)fuIfiiling its responsibilities under this Agreement. 

28 6 Different Franchise Offerings to Others Eranchisee acknowledges and agrees that 
Franciusormay modify the offer oFitsfranchises to other francldseesin any manner and atanytime, 
which offers and agreements have or may have terms, conditions, and ohligations that may differ from the 
terms, conditions, and ohligations in this Agreement. 
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28 7 Good Fa^h Franchisor and Franchisee acknowledge that each provision in this 
Agreement has heen negotiated hy the parties hereto in goodfaith and the Agreement shaiihe deemed to 
havchccndraftcd hy hothpartics. It is fnrthcracknowicdgcdthathothparticsintcndtocnForcc every 
provision oFtlds Agreement, incinding^withontlindtation,the provisions related to arbi t ra l 
ot venne, regardless oFany state law or regulation purporting to void or nnllily any snch provision 

288 Success Depends on Franchisee Franchisee acknowledges that the success ofthe 
husiucss venture contcmplatcdundcr this Agreement is speculative and dcpcnds,toalargccxtcnt,upon 
Franchiscc'sahiiity as an independent husincsspcrson,its active participation in the daily a ^ ^ 
husiness, market conditions, area competition, availahility of product, quality oFservices provided as ^̂ ^̂  
as other factors. Franchisordocsnotmakcany representation or warranty express or implicdas tothe 
potential success ofthe hnsiness venture contemplated herehy. 

28.9 Patriot Act. Franchisee represents and warrants that to its actual knowledge: (i) neither 
Franchisee, nor its officers, directors, managers, memhers, partners or other individual who manages the 
affairs of Franchisee, nor any Franchisee affiliate or related party, or any funding source for the 
franchised Studio, is identified on the lists ofBio^^ 
Designated Terrorists, Specially Designated Glohal Terrorists, Foreign Terrorists Drganizations, and 
Specially Designated Narcotics Traffickers at the United States Department of Treasury's Dfficc of 
foreign Assets Control (DfAC), orthe Unitingand Strengthening America hy Providing Appropriate 
ToolsRcquircd tolntcrccpt and DhstructTcrrorism Act of200l,commonly known as thc"USA Patriot 
Act , "assuchl i s t smayhcamcndcdfromt imcto t imc^ 
Franchisee nor any Franchisee affiliate or related party is directly or indirectly own^ 
government of any country that is suhject to an cmhargoimposcdhythcUnitcd States govcrnmcnt^iii) 
neither Francldscc nor any Franchiscc affiliate or related party is acting on hchalf of the government ot, or 
is involvcdinhusincss arrangements or other transactions with, any counts that is suhject to such an 
cmhargo; (iv) ncithcrfranchiscc nor any Franchisccaffiliatcor related party arc on the United States 
Dcpa^mcntofCommcrcc Denied Pcrsons,Fntity and UnvcrificdUists, or the United States Departments 
of Statc'sDcharrcd List, as such lists may he amendedfr^^ 
ncithcrfranchiscc nor anyPrancidscc affiliate or related party,during the term of this Agree 
on any of the Fists or identified asaBiockcd Person; and(vi) during the term ofthis Agreement, ncifo^ 
Franchisee nor any Franchisee affiliate or related party will sell products, goods or services to, or 
otherwise enter intoahusiness arrangement with,any person or entity on any of the Fists or identified as 
aBlockcdPcrson franchisee agrees to notify Franchisor in writing immediately uponthc occurrence of 
any act or event that would render any ofthese representations incorrect 

28.10 No Guarantees Franchisor expressly disclaims the making of, and Franchisee 
acknowledges that it has not received nor relied upon, any warranty or guaranty, express or implied, as to 
the revenues, profits or succcssof the husiness venture contemplated hy this Agreement 

[SIGNATURE PAGE FOLLOWS] 

Franchise Agreement-Pinol's Paletle-08 5 4 



PINOT'S P A L E T T E FRANCHISE L L C 
FRANCHISE A G R E E M E N T 

SIGNATURE P A G E 

IN WITNESS W H E R E O F , the parties hereto have duly executed and delivered this Franchise 
Agreement in duplicate on the day and year first above written. 

FRANCHISOR: F R A N C H I S E E : 
PINOT'S P A L E T T E FRANCHISE L L C 

By: B y : _ 
Name: Name:_ 
Title: Title: 

Address for Notices: Address for Notices: 

Craig Ceccanti 
Pinot's Palette Franchise LLC 
10333 Harwin Drive, Suite 580 
Houston, Texas 77036 Telephone: 
Telephone: (713) 777-5112 Fax: 
Fax: ( ) Attn: 

With copy to: 

Wayne P. Bunch, Jr., Esq. 
DLA Piper (US) 
1000 Louisiana Street 
Suite 2800 
Houston, Texas 77002 
Telephone: (713) 425-8448 
Fax:(713)300-6044 
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PINOT'S P A L E T T E F R A N C H I S E L L C 
FRANCHISE A G R E E M E N T 

EXHIBIT A 
DATA SHEET 

The Site Selection Area (See Section 1.2) for the Franchised Studio shall be: 

2. The Approved Location (See Section 1.3) for the Franchised Studio shall be: 

3. The Territory shall be (subject to the terms of the Agreement, including but not limited to Section 1.4 
of the Agreement) as follows, and which Territory is reflected on the map attached to this Exhibit A: 

4. The initial Franchise Fee shall be $ (See Section 4.1). 

5. If this Franchise Agreement is executed pursuant to an Area Development Agreement, the 
development credit applied to the initial Francbise fee shall be $ (See Section 4 of 
Area Development Agreement). 

PrNOT'S P A L E T T E FRANCHISE L L C 

Initial: Date: 

FRANCHISEE 

Initial: Date: 
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PINOT'S P A L E T T E F R A N C H I S E L L C 
F R A N C H I S E A G R E E M E N T 

E X H I B I T B 
LIST OF PRINCIPALS A N D DESIGNATED PRINCIPAL 

FRANCHISEE'S PRINCIPALS 

The following identifies all of Franchisee's Principals (as defined in Section 6.1 of the Franchise 
Agreement), including each Principals address and percentage of beneficial interest in Franchisee: 

Name of Principal Address, Telephone, E-mail Interest (%) with Description 

Total %: 

FRANCHISEE'S DESIGNATED PRINCIPAL 

The following identifies Franchisee's Designated Principal (as defined in Section 8.3.1 of the 
Franchise Agreement), including his/her contact information and percentage of beneficial interest in 
Franchisee: 

Name of Designated Principal Address, Telephone, E-mail Interest (%) with Description 

PINOT'S P A L E T T E FRANCHISE L L C 

Initial: Date: 

FRANCHISEE 

Initial: Date: 

Franchise Agreement-Pinol's Palette-08 



PINOT'S P A L E T T E F R A N C H I S E L L C 
F R A N C H I S E A G R E E M E N T 

E XHIBIT C 
G U A R A N T Y , INDEMNIFICATION, A N D A C K N O W L E D G M E N T 

As an inducement to Pinot's Palette Franchise L L C ("Franchisor") to enter into the Franchise Agreement 
between Franchisor and ("Franchisee"), dated , 20 
(the "Agreement"), the undersigned, jointly and severally, hereby unconditionally guarantee to 
Franchisor and Franchisor's successors and assigns that all of Franchisee's covenants and obligations, 
including, without limitation, monetary obligations, under the Agreement will be punctually paid and 
performed. This Guaranty, indemnification, and Acknowledgment (this "Guaranty") is an unconditional, 
irrevocable and absolute guaranty of payment and performance and may not he cancelled, terminated, 
modified, or amended except by written agreement executed by both parties. 

Upon demand by franchisor, the undersigned each hereby jointly and severally agree to 
immediately make each payment required of Franchisee under the Agreement and waive any right to 
require Franchisor to: (a) proceed against Franchisee for any payment required under the Agreement; 
(b) proceed against or exhaust any security from franchisee; (c) pursue or exhaust any remedy, including 
any legal or equitable relief, against franchisee; or (d) give notice of demand for payment by Franchisee. 
Without affecting the obligations of the undersigned under this Guaranty, Franchisor may, without notice 
to the undersigned, extend, modify, or release any indebtedness or obligation of Franchisee, or settle, 
adjust, or compromise any claims against Franchisee, and the undersigned each hereby jointly and 
severally waive notice of same and agree to remain and be bound by any and all such amendments and 
changes to the Agreement. 

The undersigned each hereby jointly and severally agree to defend, indemnify and hold 
Franchisor harmless against any and all losses, damages, liabilities, costs, and expenses (including, but 
not limited to, reasonable attorney's fees, reasonable costs of financial and other investigation, court 
costs, and fees and expenses) resulting from, consisting of, or arising out of or in connection with any 
failure by Franchisee to perform any obligation of Franchisee under the Agreement, any amendment 
thereto, or any other agreement executed by Franchisee referred to therein. 

The undersigned each hereby jointly and severally acknowledge and expressly agree to be 
personally bound by all of the covenants contained in the Agreement, including, without limitation, those 
covenants contained in Sections 10, 11, 15, 17, and 18. Signature by the undersigned on this Guaranty 
constitutes the undersigned's signature on the Agreement related to all covenants. The undersigned assert 
that he or she has read such covenants, been advised by counsel regarding their effect, and hereby 
affirmatively agree to them in order to secure the rights granted to franchisee by Franchisor under the 
Agreement. The undersigned further acknowledge and agree that this Guaranty does not grant the 
undersigned any right to use the "Pinot's Palette" marks or system licensed to Franchisee under the 
Agreement. 

This Guaranty shall terminate upon the termination or expiration of the Agreement, except that all 
obligations and liabilities ofthe undersigned which arose from events which occurred on or before the 
effective date of such termination shall remain in full force and effect until satisfied or discharged by the 
undersigned, and all covenants which by their terms continue in force after the expiration or termination 
of the Agreement shall remain in force according to their terms. Upon the death of an individual 
guarantor, the estate of such guarantor shall be bound by this Guaranty, but only for defaults and 
obligations hereunder existing at the time of death; and the obligations of the other guarantors will 
continue in full force and effect. 
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The undersigned represents and warrants to Franchisor that neither the undersigned (including, 
without limitation, any and all ofits employees, directors, officers and other representatives), nor any of 
its affiliates or the funding sources for either is a person or entity designated with whom Franchisor, or 
any ofits affiliates, are prohibited by law from transacting business. 

Any and all notices required or permitted under this Guaranty provision shall be in writing and 
shall be personally delivered, in the manner provided under Section 24 of the Agreement. 

Unless specifically stated otherwise, the terms used in this Guaranty shall have the same meaning 
as in the Agreement, and shall be interpreted and construed in accordance with Sections 26 and 27 of the 
Agreement. This Guaranty shall be governed by the dispute resolution provisions of Section 27 of the 
Agreement, and shall he interpreted and construed under the laws of the State ofTexas. In the event of 
any confiict of law, the laws of the State of Texas shall prevail (without regard to, and without giving 
effect to, the application ofTexas conflict of law rules). 

IN WITNESS W H E R E O F , the undersigned has executed this Guaranty, Indemnification and 
Acknowledgement as of the date of the Agreement. 

GUARANTOR(S) : 

Print Name: 

Print Name: 

Print Name: 

Print Name: 

Print Name: 
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P I N O T ^ P A L E T T E F R A N C H I S E L L C 

F R A N C H I S E A C R E E M E N T 

A L T H C R ^ A T I C N A C R E E M L N T F C R F R E A R R A N C E D F A Y M E N E S 

As part of foe "Franch^e Agreement" with Pmo^sPafo^efran^^ 
understands that it is required tosuhmit weekly detailed Sales Reports forproeessingandpaymenrofRoyalty 
fees and advertising contrihutions. The Franchisee also understands that all Royalty Fees, advertising 
contrihutions, and all other foes and payments due under the Francfose Agreement w îll he dehited from the hank 
account listedhelowonaweekly hasis. It isfurtherunderstoodthatshouldthefranchiseefoilto suhmit Sales 
Reports, the Franchisor, in its sole discretion, will esh^ 
contrihutions due hased on previous wrecks or periods and the estimated Royalty Fees and advertising 
contrihutions will he dehited from the Franchisee's hank account. Excess Royalty Fees and advertising 
contrihutions collecteddueto non-reporting wiii hecreditcd tothe nextdraftingperiodonce Sales Reports are 
receivedlessthe5^penalty for late payment plus interest of I 5 ^ per month,or the maximum rate permittedhy 
law,whicheverisless Sales Reports, Royalty Fees, and advertising contrihutions are due no later than the third 
husiness day after the closeof each week and considered late ifnot received hv 5:00 FM on such date 

Royalty Feesand advertisingcontrihutions willhe processed hy Electronic FundsTransfer("FFT") using the 
Automated Clearing Flouse^ACH") method. The EET/ACH dehit will move funds directly from Franchisee's 
account into certain Eranchisor accounts Oehits that result in insufficient fonds will result in the late fee penalty 
plus interest descrihed ahove,and reimhursement ofany fees incurred hyfranchisor 

The Franchisee herehy authorizes its hank to pay and charge to its account EFT/ACHdehits and drafts drawn hy 
and payahlc to the order of the Francldsor at the Royaityfee and advertising contrihution rate under the franchise 
Agreement, provided there are sufficient collected funds in said account to pay same. This authorization remains 
in full forceand effective until sixty (60)days afterthe Franchisor has received written notification from the 
Franchisee ofits termination. Should the hank dishonor any draft or EET/ACFl dehit with or without cause, the 
Franchisee releases the hank from any and all liahility. 

Franchisee: 
Designated Frincipal: 
Address: ^ ^ ^ ^ ^ ^ ^ 
City,State,and^ip: ^ ^ ^ ^ ^ 

Please provide two E-mail addresses for Draft Notices 

E-mail: E-mail: 

Please sign the acknowledgement below and return original via mail along with a VOIDED check sent to the 
attention of: Craig Ceccanti, Pinot's Palette Franchise LLC, 10333 Harwin Drive, Suite 580, Houston, Texas 
77036, (713) 777-5112, craig.ceccanti@gmail.com. 

Financial Institution Routing Number Account Number 

Signature of Authorized Signer: Date: 

Please Attach Actual VOIDED C H E C K 
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PINOT'S P A L E T T E F R A N C H I S E L L C 
FRANCHISE A G R E E M E N T 

EXHIBIT E 
T E L E P H O N E N U M B E R ASSIGNMENT A G R E E M E N T A N D P O W E R OF A T T O R N E Y 

FOR V A L U E RECEIVED, the undersigned ("Franchisee") irrevocably assigns the telephone 
listing and numhers stated below and any successor, changed or replacement number or numbers effective 
upon the date of termination of the Franchise Agreement described below to Pinot's Palette Franchise 
LLC upon the following terms: 

1. This assignment is made under the terms of Pinot's Palette Franchise L L C Franchise 
Agreement dated , 20 authorizing Franchisee to operate a Pinot's Palette Studio (the 
"Franchise Agreement") between Franchisor and Franchisee, which in part pertains to the telephone 
listing and numbers the Franchisee uses in the operation of the Franchised Studio covered by the 
Franchise Agreement 

2. Franchisee retains the limited right to use the telephone listing and numbers only for 
transactions and advertising under the Franchise Agreement while the Franchise Agreement between 
Franchisor and Franchisee remains in full force, but upon termination or expiration of the Franchise 
Agreement, the Franchisee's limited right of use of the telephone listing and numbers also terminates. In 
this event, Franchisee agrees to immediately discontinue use of all listings and numbers. At Franchisor's 
request, Franchisee will immediately sign all documents, pay all monies, and take all other actions 
necessary to transfer the listing and numbers to Franchisor. 

3. The telephone numbers and affiliated listings subject to this assignment are: 
Main Telephone: , Facsimile: and all numbers on the 
rotary series and all numhers the Franchisee uses in the Franchised Studio in the future. 

4. Franchisee shall pay all amounts owed for the use of the telephone numbers and affiliated 
listing it incurs. On termination or expiration of the Franchise Agreement, Franchisee shall immediately 
pay all amounts owed for the listing and telephone numbers, whether or not due, including ad sums owed 
under existing contracts for telephone directory advertising. 

5. Franchisee appoints Franchisor as its attorney-in-fact to act in Franchisee's place for the 
purpose of assigning any telephone numbers covered by Paragraph 3 above to Franchisor or Franchisor's 
designees or transferees. Franchisee grants Franchisor full authority to act in any manner proper or 
necessary to exercise these powers, including full power of substitution and signing or completion of all 
documents required or requested by any telephone company to transfer the numbers, and ratifies every act 
that franchisor lawfully performs in exercising those powers. 

This power of attorney is effective for ten (10) years from the date of expiration, cancellation or 
termination offranchisee's rights under the Franchise Agreement for any reason. 

Franchisee intends that this power of attorney be coupled with an interest. Franchisee declares 
this power of attorney to be irrevocable and renounces all right to revoke it or to appoint another person to 
perform the acts referred to in this instrument. This power of attorney is not affected by the Franchisee's 
later incapacity. This power is created to secure performance of a duty to Franchisor and is for 
consideration. 
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T H E PARTIES have caused this Telephone Number Assignment Agreement and Power of 
Attorney to be duly signed as evidenced by their signatures appearing below. Signed the day of 

, 20 . 

FRANCHISOR: 
PINOT'S P A L E T T E FRANCHISE L L C 

F R A N C H I S E E : 

B y : _ 
Name: 
Title: ' 

B y : _ 
Name: 
Titie: " 
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P I N O T ^ P A L E T T E F R A N C H I S E L L C 
F R A N C H I S F A C R L E M E N F 

E X H I B I T F 
M O B I L E F R A N C H I S E A D D E N D L M 

THIS A B D E N B L M ^ s " A d d e n d u m ^ i s made fois dayof ^ O ^ h y a n d 
between FinoFs Falette Franebise L L C , a Texas dmited fiabdity eompany ("Franeb^or") and 

("Franebisee"! and witb referenee to tbe 
following faets: 

A. On , 20 , Ftanebisor and Franebisee entered Into a Franeblse 
Agreement(tbe "Franchise Agreement") pnrsnant to wbieb Franebisee was granted tbe rigbt t̂  
FinoFsFafotteStndio. 

B. Franchisor and Franebisee desire to enter into this Addendum to modify certain terms oF 
tbis Francbise Agreement wbicb sbaii grant Franchisee theadditional rigbt tooperateasingle vehicle 
FinoFsFalettemohiie studio ("Mobile Stndin") under the Following terms and conditions 

N C W , T H F R E F C R E , I T I S A C R E E B : 

L I N C C R F C R A T I C N OF R E C I T A L S 

Therecitalssetforthinparagraphs AandBaboveare trueandcorrcctandareherehy 
incorporated hyreforence into the body oFtbis Addendum. 

2 DFFINITICNS 

Capitalized terms used hut not otherwise defined in this Addendum shaii have the same 
meanings as set forth in the Franchise Agreement. 

3 C R A N T 

Franchisor grants to Franchisee the rigbt, and Franchisee hereby undertakes the 
ohligation, upon thetermsandconditionssetForTbin this AddendumandtheFranchise Agreement, to 
operateaMohile Studio, utilizing o n e ( l ) v e h i ^ 
classes, including painting classes,witb the opportunity to enjoy food,wine or other heverages,under the 
name "FinoFsFalette" at customer residences, places ofbusiness,or other suitable venues that are offsite 
from tbe Franchised Studio ("Franchised Mobile Stndio"! The Franchised Mobile Studio shall operate 
within aone hundred (100) mile radius surroundingthc Approved Location ot the Francbised Studio 
("MobdeStndioTerritory") it is understood that Franchisee sballhelimited to soliciting customers 
andoperatingtbe Franchised Mobile Studio withinthe Mobile StudioTerritory. It is Further understood 
tbat tbe Mobile Studio Territory is non-exclusive, and Franchisee may compete directly with otber 
franchisees operating FinoFsFaiette Studios and/or Mobile Studios Franchisee may only operate outside 
oftbe Mobile StudioTerritory witb the express written consent ofFranchisor Franchisee may operate up 
toamaximum oftwo (2) Mobile StudioVehiclesinthe Mobile Studio ferritory,suhject to the payment 
ofaMohiie Studio FranchiseFeeandthecxccutionofaFranchiscAgreementaddcndum foreachMobile 
StudioVebicle, pursuant to Section7berein Except as agreed to hyfranchisor,Franchisee shall only 
operatetbeFranchised Mobile Studioinconnectionw^ith,and asacompliment to, the Franchised Studio. 

4 M O B I L E STUDIO V E H I C L E 

Frior to commencing operations within the Mobile Studio Territory, Franchisee shall 
purchaseoriease(orbavepurchasedorleascd)aMobiie Studio Vehicle. TbeMohileStudioVehicle 
Ftanch^eAgreemcntPmofsPa^eOS ^ 



shall he of the make aod model specified aod/or approved hy Fraoehlsor, aod he fully equipped aod 
affixed with slgoagelo complete eompllaueewdh fraochtsor'sstaodardsaodspeclficafioos, as set forth 
mthe Manuals or othcrwlsemwrltm^ franchisee shallohtamaodmalotamasultahleplacefbr the 
parking or garaging of the MohlleStudloVehlcle It utilizes to operation of thef raoch^ 
franchisee shall clean and maintain the MohileStudioVehicie in accordance with franchisor'sstandards 
to presentaprofessional appearance franchisee shall^at its expense, repair and replace decals and 
signage affixed to the Mohile Studio Vehicle as necessary to maintainthe operation of the f r a n c l ^ 
Mohile Studioin first class condition andrepairandtomeetfranchisor'sthencurrent specifications, as 
franchisor may direct, franchisee shall repairand replace the Mohile Studio Vehicle, asdirected hy 
franchisor, in franchisor's sole discretion, as necessary to maintain the operation ofthe franchised 
Mohile Studio in firstciass condition and repairand to meet franchisor's then current specifications, 
franchisee shall ohtain and maintain all permits, licenses and certifications required for the lawful 
operation ofthe MohileStudioVehicle it operates during d̂ e term ofthis Addendurn,and shad certify in 
writing to franchisorthat all such permits, licenses, and certifications have heen obtained 

5 T E R M : R E N E W A L T E R M I N A T I O N 

Thetermofthis Addendumshallexpire onthe same dateas the franchise Agreement, 
and is suhject to the same terms and conditions with respect to the renewal ofthe franchise Agreement. 
Uponeachrenewalof this Addendum, franchisee shadremit to franchisora renewal fecequal toone 
half(l/2)of the then-current initial Mobile Studio franchise fee 

6 D U T I E S O E E R A N C H I S O R 

franchisor may providetraining,periodicadviceorofferguidancetofranchisee inthe 
marketing,management, andoperation of thefranchised MohileStudio as franchisor determines at the 
do^e(s)aod in tbe mannerdetermined hyfranchisor 

7 M O B I L E STUDIO ERANGHISE EEE 

In consideration of the execution of this Addendum and franchisor's granting to 
franchisee theright tooperatea franchised MohileStudio utdizingasingie Mobile Studio Vehicle, 
franchisee agrees to pay franchisor an initiaifranchiselee of Dollars ($ ) 
(tbe"MobdcStudioErancbiseEcc"! Payment oftheMohiieStudiofrancbisefee shallbe deemed 
fuily earned hyfranchisor upon receipt thereof and nonrefundahle in consideration of administrative and 
other expensesincurred hy franchisor ingrantingtbisfrancbiseand forfranchisor's lostordeforred 
opportunity tofranchise others for purposes of clarification,in the eventfrancbisee desires to operatea 
second Mobile Studio Vehicle within the Mobile Studio Territory, it shall he required to execute an 
additionai franchise Agreement addendum similar in form to this Addendum and pay an additional 
Mobile Studio francbise fee. disacknowiedged and agreed thatthe terms ofsuch additional addendum 
may differ from the terms ofthis Addendum including,without limitation,requirements to pay add 
and/or higher fees sucb as an increased Mobile Studio franchise fee 

8 NET SALES: R O V A E T Y : A D V E R T I S I N G O B L I G A T I O N 

it is acknowledged and agreed that tbe term "Net Sales" under the franchise Agreement 
shall include all revenue from the sale of ad products and services, and all otber income of everv kind and 
naturereiated to, derived from,ororiginatingfrom the franchised Mobile Studio, whether at retail or 
wbolesale^whethersucb sales arc permitted or not),whether for cash,check, or credit, and regardless of 
collection in tbe case of check or credit for purposes of clarification, the Royalty fee and tbe 
Advertising Obligation will he calculated in accordance witb thefrancbise Agreement asapercentage of 
Net Sales originating from the francbised Studio and tbe franchised Mobile Studio, and paid hy 
franchisee to franchise in accordance witb the terms and conditions ofthe franchise Agreement 
Francb̂ eAgreement pmofsPa^eos 2 



9 M O B I L E STUDIO G R A N D OPENING A D V E R T I N G 

foadddiontofoeAdverfisingOhdgadon andthe Grand Op^ 
Franchised Stndio, Franchisee shad expendandnhnnmofhetweenf^ 
Thousand Oodar5($i0,000) for grand opening adverdsing and promodonaiprogr^^^ 
Franchised Mohiie Studio's inidai grand openings 
Franchisor or deveioped hyFranchisee and approved in wrdinghy Franchisor Such pian For theFranchised 
Mohiie Studio shad he executed and completed wifoin ninety (90) days aFfer foe Franchised M ^ 
commences operation Franchisee shad suhmit to Franchisor, for Franchisor's prior written approval, a 
marketing plan and samples ofad advertising and promotional material not prepared or previously approx 
hy Franchisor. Franchisor reserves the right to require Franchisee to deposit with Franchisor the fonds 
required under this Section9to distribute as may he necessary to conduct such plan. 

10 G O N E O R M I T Y T O STANDARDS 

Franchisee shad operate the Franchised Mobile Studio in strict conformity with this 
Addendum, the Franchise Agreernent and such standards and specifications as Franchisor may fromtimc 
to time prescribe in tbe Manuals orotherwise in writing, and shall refrain from deviating from sucb 
standards,specifications, and procedures without the prior written consentoffrancbisor. From the date 
of the opening of tbefrancbised Mobile Studio,tbe mandatory specifications, standards andoperating 
procedures prescribed by Franchisor and communicated to Franchisee in waiting, sball constitute 
provisionsofthis Addendum and theFranchise Agreementas i f fu l ly set forth therein. Ail reforences 
herein to this Addendum and the franchise Agreement sball include the provisionsofthe Manuals and ail 
such mandatory specifications standards and operating procedures. 

11 TRANSFER 

Tbe transfer or assignment ofall or any part ofFranchisees rights or obligations herein to 
any person or legal entity is subiect to the same terms and conditions with respect to tbe transferor 
assignment under the Franchise Agreement; provided, however, in the event ofany such transfer or 
assignment, Franchiseesbad payatransfer fee in an amount equal to fifty percent(50^)ofFrancbisor's 
tbencurrentmobiiestudio franchisefoe,not toexceedThreeTbousand Seven FfondredFifiy Oodars 
(S3,750)perMohiieStudioVehiclc operated hyFranchisee. 

12 R A T I E I G A T I O N O E E R A N G H I S E A G R E E M E N T 

Except as provided herein, the termsand conditionsof the Franchise Agreement are 
extended to the Francbised Mobile Studio and herehy ratified, confirmed and approved. 

IN WITNESS WHEREOE, the parties have executed this Addendum on tbe dare first shown 
ahove. 

ERANGHtSOR: E R A N G H I S E E : 
F t N O T ' S P A E E T T E E R A N G H f S E E E G 

By: By: 
Name: Name: 
Title: Title: 
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PINOT S P A L E T T E F R A N C H I S E L L C 
F R A N C H I S E A G R E E M E N T 

EXHIBIT G 
L E A S E T E R M S 

fn accordance with Section 5.2 of this Franchise Agreement, Franchisee's lease or sublease for 
the premises of the Franchised Studio shall contain terms acceptable to Franchisor, which may include 
(but are not limited to) the following: 

1. The initial term ofthe lease, or initial term together with renewal terms, will be for not fewer than 
ten (10) years. 

2. A provision stating that the lessor consents to Franchisee's use and display of the Proprietary 
Marks and signage as Franchisor may prescribe from time to time for the Franchised Studio, subject only 
to the provisions of applicable law. 

3. A provision that Franchisee shall have the right to alter, renovate, add, remodel, modify, and/or 
change the premises and/or other improvements upon the premises as Franchisee may deem desirable, 
provided that ifany such alterations, renovations, additions, modifications, remodeling and/or changes to 
the premises and/or improvements upon the premises affect the exterior, structural elements or foundation 
of the premises. Franchisee shall first obtain the consent of the lessor, which consent shall not be 
unreasonably withheld, conditioned or delayed. 

4. A provision that the premises be used solely for the operation of a franchised Pinot's Palette 
Studio, which is currently: a business offering artistic painting classes, along with related products and 
services, under the name "Pinot's Palette," all as may be permitted under the relevant Franchise 
Agreement signed for the Franchised Studio. 

5. A provision that requires the lessor to concurrently provide Franchisor with a copy of any written 
notice of deficiency under the lease sent to Franchisee, and that the lessor will provide Franchisor with 
written notice specifying deficiencies that Franchisee did not cure. 

6. A provision that grants to Franchisor, in its sole discretion, the right (but not obligation) to cure 
any deficiency under the lease within thirty (30) days after the expiration of the period in which 
franchisee had to cure any such default should Franchisee fail to do so. 

7. A provision acknowledging that, in the event the Franchise Agreement for the Franchised Studio 
expires or is terminated: (a) Franchisee is obligated under the Franchise Agreement to take certain steps 
to de-identify the location as a Pinot's Palette Studio operated by Franchisee; and (b) the lessor will 
cooperate fully with Franchisor in enforcing such provisions of the Franchise Agreement against the 
Franchisee, including allowing Franchisor, its employees and agents to enter and remove signs, decor and 
materials bearing or displaying any Proprietary Marks, designs or logos of Franchisor, provided that the 
lessor shall not be required to bear any expense thereof. 

8. A provision that expressly states that any default under the lease shall constitute a default under 
the Franchise Agreement, and that the termination of the franchise Agreement shall constitute a default 
under the lease. 

9. A provision reserving to Franchisor the right, at Franchisor's election, to receive an assignment of 
the leasehold interest upon termination or expiration of the franchise grant. 
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10 ^provision that express^ requires^ 
provide Fraoefosorail sales and other informadonfoe lessor may have related to theoperation ofthe 
franelnsedStndlo 

IF franeldsee Is restricted ftom aeeeptlng any requirement under thelease that seeks ton 
restrictions (territorial or otherwise)onthe development or operation of other Pinot'sPalefteSt^^ 
franchisee, franchisoror any other person or entity. 

12. ^provision that the lessor agrees that franchisee may not assignthe lease or suhiease allorany 
part olits occupancy rights thereunder without franchisor'sprior written consent. 

13 Aprovisionthatthelessor'sconsent to an assignmentof thelease or suhletting of the Premises 
will not he required in connection with an assignment or suhietting to franchisor, or any parent, 
subsidiary or afftliated corporation of franchisor or franchisee, or another operator that has heen 
approved hyfranchisor to he the franchisee for the franchised Studio. 

14 ^provision that prohibits the lessor ftom selling or leasing, or allowing the sublease of, space in 
thehuildingorontheproperty toany personor entity tbrahusinessofferingartisticpaintingclasses, 
along with related products and services. Additionaliy,thelessor shall not sell andshailprohibit any 
other tenant or subtenant in the building, or on the property, from engaging inahusiness offering art^^ 
painting classes, along with related products and services. In the event lessor does not comply w îth these 
restrictions, franchisor will havetheright to seekan injunction prohihitingtheoccupancy hy thenew 
competing husiness or against the existing tenant as the case may he. 

Franchise Agieemem-Pinot's Palette-08 



P I N O T ^ P A L E T T E F R A N C H I S E L L C 
F R A N C H I S L A C R E L M L N T 

E X H I R I E H 
F R A N C H I S E E D I S C L C S L R E A C K N C W L L D C M L N E S T A T E M E N T 

Asyouknow, PmoFsFafo^Franchisc LLC(foe"Franchi5or")aodyouarepieparing to enter 
intoaftanehiseagreement(the"Franehise Agreement") forthe 
PaietreStndio " The purpose of this Qnestionnaire is to determine whether any 
were made to yon hy employees or authorized representatives ofthe Franchisor, or hy employees or 
authorized representatives ofahroker acting on hehalf of the Franchisor ("Broker") that have not he 
authorized, or that were not disclosed in the Franchise Disclosure Document or that may he untrue, 
inaccurate or misleading. The Franchisor, through the use ofthis document, desires to ascertain (a) that 
the undersigned, individually and as a representative of any iegal entity estahlished to acquire the 
franchise rights, fully understands and comprehends that the purchase of a franchise is a husiness 
decision,completewithits associated risks, and(h)thatyouarcnotrelyinguponanyoralstatement, 
representations, promises or assurances during the negotiations for the purchase of thefrancldse which 
have not heen authorized hyfranchisor. 

In the event that you are intending to purchase an existing Finot'sFaletteStudiofrom an existing 
Franchisee, you may have received information from the transferring Franchisee, who is not an employ^^ 
or representative of the franchisor The questions helow do not apply to any communications that you 
had with the transferring franchisee Flcase review each of the following questions and statements 
carefully and provide honest and complete responses to each 

I Are you seeking to enter into the Franchise Agreement in connection withapurchase or 
transfer of an existing FinoFsFalette Studio from an existingFranchisee^ 

Yes No 

2. Have you received and personally reviewed the Franchise Agreement, each addendum, 
and/or related agreement provided to you? 

Yes No 

3. Do you understand all of the information contained in the Franchise Agreement, each 
addendum, and/or related agreement provided to you? 

Yes No 

If no, what parts of the franchise Agreement, any Addendum, and/or related agreement do you 
not understand? (Attach additional pages, if necessary.) 
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4. Have you received and personally reviewed the Franchisor's Franchise Disclosure 
Document ("Disclosure Document") that was provided to you? 

Yes No 

5. Did you sign a receipt for the Disclosure Document indicating the date you received it? 

Yes No 

6. Do you understand all ofthe information contained in the Disclosure Document and any 
state-specific Addendum to the Disclosure Document? 

Yes No 

If No, what parts of the Disclosure Document and/or Addendum do you not understand? (Attach 
additional pages, if necessary.) 

7. Have you discussed the benefits and risks of establishing and operating a Pinot's Palette 
Studio with an attorney, accountant, or other professional advisor? 

Yes No 

If No, do you wish to have more time to do so? 

Yes No 

8. Do you understand that the success or failure of your Pinot's Palette Studio will depend 
in large part upon your skills and abilities, competition from other businesses, interest rates, inflation, 
labor and supply costs, location, lease terms, your management capabilities and other economic, and 
business factors? 

Yes No 

9. Has any employee of a Broker or other person speaking on behalf ofthe Franchisor made 
any statement or promise concerning the actual or potential revenues, profits or operating costs of any 
particular Pinot's Palette Studio operated by the Franchisor or its franchisees (or of any group ofsuch 
businesses), that is contrary to or different from the information contained in the Disclosure Document? 

Yes No 

10. Has any employee ofa Broker or other person speaking on behalf of the Franchisor made 
any statement or promise regarding the amount of money you may earn in operating a Pinot's Palette 
Studio that is contrary to or different from the information contained in the Disclosure Document? 

Yes No 
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11. Has any employee of a Broker or other person speaking on behalf ofthe Franchisor made 
any statement or promise concerning the total amount of revenue a Pinot's Palette Studio will generate, 
that is contrary to or different from the information contained in the Disclosure Document? 

Yes No 

12. Has any employee ofa Broker or other person speaking on behalf ofthe Franchisor made 
any statement or promise regarding the costs you may incur in operating a Pinot's Palette Studio that is 
contrary to or different from the information contained in the Disclosure Document? 

Yes No 

13. Has any employee of a Broker or other person speaking on behalf of the Franchisor made 
any statement or promise concerning the likelihood of success that you should or might expect to achieve 
from operating a Pinot's Palette Studio? 

Yes No 

14. Has any employee oF a Broker or other person speaking on behalf ofthe Franchisor made 
any statement, promise or agreement concerning the advertising, marketing, training, support service or 
assistance that the Franchisor will furnish to you that is contrary to, or different from, the information 
contained in the Disclosure Document or franchise agreement? 

Yes No 

15. Have you entered into any binding agreement with the Franchisor concerning the 
purchase of this franchise prior to today? 

Yes No 

16. Have you paid any money to the Franchisor concerning the purchase of this franchise 
prior to today? 

Yes No 

17. Have you spoken to any other franchisee(s) ofthis system before deciding to purchase 
this franchise? If so, who? 

Ifyou have answered No to question 8, or Yes to any one of questions 9-16, please provide a full 
explanation of each answer in the following blank lines. (Attach additional pages, if necessary, and refer 
to them below.) If you have answered Yes to question 8, and No to each of questions 9-16, please leave 
the following lines blank. 

I signed the Franchise Agreement and Addendum (if any) on , 20 and 
acknowledge that no Agreement or Addendum is effective until signed and dated by the Franchisor. 
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The name of the sales person or salespersons that handled this franchise sale was: 

Please understand that your responses to these questions are important to us and that we will rely 
on them. By signing this Questionnaire, you are representing that you have responded truthfully to the 
above questions. In addition, by signing this Questionnaire, you also acknowledge that: 

A. You recognize and understand that business risks, which exist in connection with 
the purchase of any business, make the success or failure of the franchise subject to many variables, 
including among other things, your skills and abilities, the hours worked by you, competition, interest 
rates, the economy, inflation, franchise location, operation costs, lease terms and costs and tbe 
marketplace. You hereby acknowledge your awareness of and willingness to undertake these business 
risks. 

B. You agree and state that the decision to enter into tbis business risk is in no 
manner predicated upon any oral representation, assurances, warranties, guarantees or promises made by-
Franchisor or any of its officers, employees or agents (including the Broker or any other broker) as to the 
likelihood of success of the franchise. Except as contained in the Disclosure Document, you 
acknowledge that you have not received any information from the Franchisor or any of its officers, 
employees or agents (including the Broker or any other broker) concerning actual, projected or forecasted 
franchise sales, profits or earnings. If you believe that you have received any information concerning 
actual, average, projected or forecasted franchise sales, profits or earnings other than those contained in 
the Disclosure Document, please describe those in the space provided below or write "None". 

C. All representations requiring you to assent to a release, estoppel or waiver of liability are 
not intended to, nor shall they, act as a release, estoppel or waiver of any liability incurred under 
Maryland franchise Registration and Disclosure Law. 

D. You further acknowledge that the President of the United States of America has issued 
Executive Order 13224 (the "Executive Order") prohibiting transactions with terrorists and terrorist 
organizations and that the United States government has adopted, and in the future may adopt, other anti
terrorism measures (the "Anti-Terrorism Measures"). The Franchisor therefore requires certain 
certifications that the parties witb whom it deals are not directly involved in terrorism. For that reason, 
you hereby certify that neither you nor any of your employees, agents or representatives, nor any other 
person or entity associated with you, is: 

(i) a person or entity listed in the Annex to the Executive Order; 

(ii) a person or entity otherwise determined by the Executive Order to have 
committed acts of terrorism or to pose a significant risk of committing acts of terrorism; 

(iii) a person or entity who assists, sponsors, or supports terrorists or acts of terrorism; 
or 

(iv) owned or controlled hy terrorists or sponsors of terrorism. 

Franchise Agreement-Pinot's Palcttc-08 



You further covenant that neither you nor any of your employees, agents or 
representatives, nor any other person or entity associated with you, will during the term of the Franchise 
Agreement become a person or entity descrihed above or otherwise become a target of any Anti-
Terrorism Measure. 

Acknowledged this day of 20 

INDIVIDUAL 
CORPORATION, LIMITED LIABILITY 
C O M P A N Y OR PARTNERSHIP 

Signature 
Print Name: 

Print Name of Legal Entity 

Signature 
Print Name: 

By: 
Signature 

Print Name:_ 
Title: 

Signature 
Print Name: 

Signature 
Print Name: 
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EXHIBIT D 
A R E A D E V E L O P M E N T A G R E E M E N T 
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A R E A D E V E L O P M E N T A G R E E M E N T 

A R E A D E V E L O P E R 

D E V E L O P M E N T A R E A 

E F F E C T I V E OATE OF A G R E E M E N T 
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A R E A D E V E L O P M E N T A G R E E M E N T 

THIS A R E A D E V E L O P M E N T A G R E E M E N T (the "Agreement") is made and entered into 
on this day of , 20 (the "Effective Date"), by and between: 

• Pinot's Palette Franchise LLC, a Texas limited liahility company, whose principal place ofbusiness 
10333 Harwin Drive, Suite 580, Houston, Texas 77036 ("Franchisor"); and 

_a [resident of] 
[corporation organized in] [limited liability company organized in] [select one], having offices at 

("Area Developer"). 

BACKGROUND: 

A. Franchisor owns a format and system (the "System") relating to the establishment and 
operation of businesses at retail locations that feature and operate under the Proprietary Marks (as defined 
below) (each a "Pinot's Palette Studio"). Pinot's Palette Studios offer customers artistic painting classes 
with the opportunity to enjoy wine or other beverages, under the name "Pinot's Palette." 

B. The distinguishing characteristics of the System include exterior and interior design 
standards and specifications; uniform standards, specifications, and procedures for operations; training 
and assistance; and marketing and promotional programs; all of which may be changed, improved, and 
further developed by Franchisor from time to time. 

C. The System is identified by means of certain indicia of origin, emblems, trade names, 
service marks, logos, and trademarks, including applications and/or registrations therefor, as are now 
designated and may hereafter be designated by Franchisor in writing for use in connection with the 
System including the mark "Pinot's Palette" and other related marks (the "Proprietary Marks"). The 
Proprietary Marks are owned by Pinot & Picasso, L L C , a Texas limited liability company, and it has 
licensed them to franchisor so that franchisor may sub-license them to its franchisees. 

D. Area Developer desires to obtain certain development rights to open and operate Pinot's 
Palette Studios under the System and the Proprietary Marks, as well as to receive other assistance 
provided by Franchisor in connection therewith. 

NOW T H E R E F O R E , the parties agree as follows: 

I. G R A N T 

1-1 Grant and Acceptance. Franchisor grants development rights to Area Developer, and 
Area Developer undertakes the obligation, pursuant to the terms and conditions of this Agreement, to 
develop no less than the number of Pinot's Palette Studios (the "Eranchised Studios") as set forth in 
Exhibit A to this Agreement. In this regard, the parties further agree that: 

1.1.1 Each Franchised Studio developed hereunder shall be operated pursuant to a 
separate Pinot's Palette Franchise L L C Franchise Agreement (a "Franchise Agreement") that shall 
be executed as provided in Section 3.4 helow. 
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1 F2 For each Franchised Studio to he deveioped under this Agreement, Area 
Deveioper shaii execnte the Franchise Agreement for snch Franchised Studio in accordance with the 
deadlines set forth in the deveiopment schedule specified in Faragraph 1 of Exhihit A to this 
Agreement(the "Development Schedule"! 

I F3 Each Franchised Studio developed hereunder shall he at a specific location, 
which shall he designated in the Franchise Agreement, that is within in the area descrihed in 
Faragraph2ofExhihitAtothisAgreement(the"DevelopmentArea"^ 

12 Development Area Except as otherwise set tbrth herein (including,without limitation, 
the rights retained hyfranchisor as descrihed in Section E n d u r i n g the term ofthis Agreement, and so 
long as Area Developer is in compiiance with its ohligations under this Agreement and all of the 
Franchise Agreementshetween AreaDeveloper(inciudingany affiliateof Area Developer), franchisor 
shall not establish or operate, or license anyone other than Area Developer to establish or operate, a 
FinoFs Falette Studio under the Froprietary Marks and System at any location that is within the 
Development Area. 

F3 Franchisor's Reserved Rights. Notwithstanding anything tothe contrary,Franchisor 
retains the following rights, among others, on any terms and conditions Francldsor deems 
without grantingArea Developer any rights therein: 

F3.I To own, acquire, establish, andfor operate and license others to establish and 
operate, FinoFs Falette Studios underthe System at any location outside the Development Area 
notwithstanding their proximity tothe Development Areaor their actual or threatened impacton 
sales or development ofany ofthe Franchised Studios; 

2 To ow n̂, acquire, establish andfor operate, and license others to establish and 
operate, husinesses under proprietary marks other than the Froprietary Marks, whether such 
husinessesaresindiarordifferentfromFinoFsFalettcStudios,atany location within or outside the 
Development Area, notwithstanding their proximity to the Development Area or their actual or 
threatened impact on sales ordeveiopment ofany ofthe Eranchised Studios; 

F3.3 Toown,acquire,estahlish,and/oroperateand licenseotherstoestahiishand 
operate mohilcFinot'sFaiette Studios offering customers artistic classes,inciuding paintingciasses, 
with the opportunity to enjoy food,wine or other beverages,under the Froprietary Marks at customer 
residences,piaccsofhusiness,orothersuitahie venuesthat are offsitefromany of theFranchised 
Studios at any location witidn or outside the Deveiopment Area, notwithstanding their proxinfity to 
thcDevelopment Areaor their actual or threatened impacton salesordcvelopment ofany ofthe 
Franchised Studios; and 

E3.4 To(i)acquireoneormorcretail husinesses that arethesameas,or similar to, 
FinoFsFaletteStudiosthenoperatingundertheSystem(eachan"Acquired Business"), whichmay 
he at any location withinoroutside theDevelopment Area notwithstanding their proximity tothe 
Development Area or their actual or threatened impact on sales or deveiopment ofany ofthe 
Franchised Studios,and to (ii) operate andfor license others to operate anyAcquired Business under 
its existing name or asaFinot'sFaiette Studio under theSystem, subject to the following conditions 
that apply to each Acquired Business located within the Deveiopment Area: 

13 4 1 Except as provided in Section 13 4 2 below, and provided that Area 
Developer is in compiiance with this Agreement and any other agreement with Eranchisor, 
Franchisor shaii offer to Area Developer the optiontopurchase andoperate, asaFinot'sFalettc 
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Smdfo, an AcquftedBusm^foat ispu^hased hy Franchisor foroperafion hy F r a n c h i s o r ' s 
achates or parent In snch event Franchisor shad provide Area Developer with written notice of 
Franchisor'spnrchasc oFthc Acquired Bnsincss^cs), the terms and conditions apphcah^ 
Developer's option to purchase such Acquired Businesses! and such other information that 
Franchisor dccmsncccssary toinclude in thenotice The terms andcondidonsofforcd to Area 
Developer shadinciudc,withoutdmitadon,thcfodowin^(a) the purchase price widhc hased on 
Franchisor'spurchascpriccforsuch Acquired Business, and ifthcAcquircd Business was part of an 
AcquircdSystcm (as defincdhclow in Section L 3 ^ 2 ! t h c n Area Developer's purchase priccfor 
such Acquired Business shall he determined usingaratio equal to the sales during the prior year of 
such Acquired Business as compared to the total sales in such prior year ofaii Acquired Businesses 
purchased hyFrancldsorinthc same transaction; and (h)thc requirement that Area Developer enter 
into Franchisor's then current form of System franchise agreement for the Acquired Business, 
provided that Area Developer shall not he required to pay aninitial franchise fecfor an Acquired 
Business. lfArcaDcvclopcrdocsnotclccttopurchasc,orfads to complete thepurchase of, an 
Acquired Busincss,franchisorshaiihavcthcrighttoopcratc itself, or through its affiliates or parent 
or ddrd party licensees or foanchisccs, the Acquired Business under any trade name or trademarks 
including the Proprietary Marks 

1.342 f f a n Acquired Business is part of asystcm of retail businesses that 
Francldsoracquircs(an"Acquircd System''), Area Developer shall have no right to purchase, and 
Franchisorshallnothcohligatcdtooffcr Area Developer any option topurchase, any Acquired 
Business that is operated hyaliccnscc or franchisee under the Acquired System. Franchisormay 
license such unit to he operated under any trade name or trademarks including the Proprietary Marks, 
and may also license to the licensee or francidscc additionai units ofthe Acquired System that the 
licensee or franchisee has the right to develop and operate within the Development Area. 

F4 No RightsfoUsc the System. This Agreement is notafranchisc Agreement, and docs 
not grant to Area Developer any right to use the Proprietary Marks or the System or to sell or d i s t r ^ 
any Froducts Area Dcvclopcr'srights to use the Proprietary Marks andSystcmwidhc granted solely 
under the terms ofthe Franchise Agreement 

2 T E R M 

Unless sooner terminated in accordance withthc provisions of this Agrccmcnt,this Agreement 
shall commcnccon thcdatchcrcof andshafl cxpircon the carl icrof(i) the date thefinai Franchise 
Agreement is executed hyArca Developer in accordanccwith the required ndnimum cumulative nunfoc^ 
ofFranchise Agreements to he executed for franchised Studios to he located in the Development Area as 
set forth in the Development Schedule, as shown in Paragraph 1 of Fxhihi tA;or( i i ) the final date set 
forth in the Development Schedule, as shown in ParagraphlofFxhihitA(thc"Expiratfou Date''! 

3 DEVEEDPMENTDBE1GAT1DNS 

3.1 Time is of the Essence Recognizing that time is ofthe essence. Area Developer shall 
comply strictly with thcDevelopment Schedule Area Developer acknowledges and agrees that the 
Development Schedule requires that Area Developer have executed and delivered to FranchisorFranchisc 
Agreements foracumuladvc numher offranchiscd Studios hy the end ofthe time periods specified in 
FxhihitA 
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3.2 Idenfifymg and Securing Sites. Area Developer shall be solely responsible for 
Idendfyn^snbmltdngforfraneb^ Stndlo. 
The following terms and conditions s l ^ 

32.1 Area Developer sball submit tofrancbisor,lnaformspeclfiedbyfrancblsor,a 
completed site approval package, which shall Include; (I) a site approval form prescribed hy 
franchlsor;(h)arrade areaandslte marketmg research analysis (prepared byacompan^ 
advance by franchisor); (lh)an option contract, letter of Intent, or otber evidence satisfactory to 
franchisor which describes Area Developer's favorable prospects for obtaining snch site; (iv) 
pbotograpbsoftbesite;(v)demographicstatistics;and (vi)snchotherinformationor materials as 
franchisormay reasonably reqnire(collectively,the"SAP") franchisor shall have twenty (20) 
bnsinessdays after receiptof tbe SAP from AreaDevelopertoapproveordisapprove, in its sole 
discretion,theproposedsite for tbefrancbised Studio Inthe event franchisor doesnotapprovea 
proposedsitehywrittennoticefoAreaDeveloperwithinsaid twenty (20)husinessdays,such site 
shall he deemed disapproved hyfranchisor. No site shallbe deemed approved unless it has been 
expressly approved in writing hyfranchisor. 

3 2 2 foilowingfranchisor'sapproval ofaproposed site. Area Developer shalluse its 
hesteffortstosecuresuch site,eitbertbrougha leaseBsublease that is acceptable tofranchisor,as 
providedinSection33 below,orahinding purchase agrcement,and shall dosowithin sixty (60) 
husiness days of approval ofthe site hy franchisor Area Developer shall immediately notify 
franchisor oftbe execution ofthe approved lease or binding purchase agreement. The site approved 
and secured pursuant to this Agreement shall hespecified as the^Approved Location" underthe 
franchise Agreement executed pursuant Section3.4helow. 

3.2.3 Area Developer herehy acknowledges and agrees that approval by franchisor of 
asite does not constitute an assurance, representation,or warranty of any kind,express or implied,as 
to the suitability ofthe site forthe franchised Studio or for any other purpose Approval hy 
franchisor of tbe site indicates oniy that franchisor believesrbc site complies with acceptable 
mininmmcriteriaestablishedhy franchisor solely for itspurposes as of the time of the evaluation 
Both Area Developer and franchisor acknowledge that application of criteria that bave heen 
effective with respect to other sites and premises may not be predictive ofpotential for ail sites and 
that, subsequent to approval hyfranchisor ofasite, demographic andforeconomicfactors, such as 
competition from other similar businesses,included in or excluded from criteria used hyfranchisor 
could change, thereby alteringtbepotential ofasite. Suchfactors are unpredictable and are heyond 
the controlof franchisor franchisor shall not heresponsiblefor thefailure ofasite approved hy 
francbisortomeetArcaDeveloper'scxpectations as to revenue or operational criteria. 

33 LeaseTerms for eachfranchised Studio to he developed hereunder, if Area Developer 
wiiioccupythepremiscsftom which thefranchisedStudio will beoperated underalease or sublease, 
Area Developer sball,prior to execution of suchlease, subnet the lease to franchisor for its reviews and 
approval; provided,however, if presubmission tofranchisor is not possible,then Area Developer may 
sign the lease only on the condition,agreed to in writing bythe lessor, that the lease shall become null and 
voidiffranchisordoesnotapprovesucb lease franchisor'sapproval ofthe ieaseorsuhfeasemay he 
conditioned upon tbe inclusion ofsuch provisions as franchisor may reasonably require, including, 
without limitation,the terms and conditions set forth hyfranchisor in the Manuals or otherwise in w 
from time to time,acurrent list of which is included in ExhihitDto this Agreement 

3.4 Prancbise Agreements. Withrespect to the franchise Agreementstoheexecuted for 
the franchised Studios to be developed pursuant to this Agreement, thefollowing terms and conditions 
shad apply: 
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T h e F ^ n c h ^ A g ^ m e m ^ ^ 
this Agreemem shad he exeomedsimuftancousfy with foe exe^^ 

3^.2 The Franehise Agreement for eaeh suhsequentFranehisedStttdfofohe^^ 
under this Agreement shad he^Tranehis^ 
whieh may differ foomfoetermsof the Franchise Agreementexeentedsimndaneonsly with this 
Agreementinefoding^wid^nthmitatfon, higher and/or additional foes; provided, however 
as Area Developer i s in eomphanee with this Agreement, the initial ffanehisefoe (as set forthin 
Sect ions helow)and theroyalty foeshad eaehhe thesameas set forth inthe first Franchise 
Agreement executed simnltaeonsly with this Agreement 

3.4.3 Franchisor shall permit one or more Franchise Agreements to he executed hy 
enddes other than Area Developer; provided that(a) each such fianchisee entity is controlled hy, or 
under common control with. Area Developer, and (h) the AreaDeveloper and all Frincipais (as 
defined in Section 9.1 helow) of Area Developer requested hy Franchisor execute guarantees, 
guarantying to Franchisor the timely payment and performance otftanchisee'sohligations under the 
FranchiseAgreement. 

34.4 FrovidedthatArcaDeveloperis incompliancewith this Agreement,within ten 
(10) days afier Area Developer locates and securesasite pursuant to Sections 3.2 and3.3ahove, 
Area Developer(or an affiliate of Area Developer pursuant to Section 3 4 3 ahove)shall execute the 
Franchise Agreement for such Franchised Studio, as provided in this Section 3.4. Failure to timely 
executeaFranchise Agreement as required hy this Section 3.4willconstituteadefault under this 
Agreement. Area Developer shad thereafter comply with all pre-opening and opening requirements 
set forth in the Franchise Agreement relating to the Franchised Studio 

3 5 Force Majeure Events Area Developer shall not he responsihle for non-performance or 
delay in performance occasioned hy a "force majeure," which means an act of God, war, civil 
disturhance,actofterrorism, governmentaction, fire, fiood, accident, hurricane, earthquake, orother 
calamity, strike or other lahor dispute, or any other cause heyond the reasonahie control of Area 
Developer; provided, however, force majeure shall not include Area Developer's lack of adequate 
financing, ffany delay occurs, any appiicahie time period hereunder shad he autornaticaily extended fora 
period equaltothetimelost; provided, however, that Area Developer shad make reasonahie efforts to 
correct the reason for such delay and give Franchisor prompt written notice ofany such delay. 

4 D E V E E D F M E N E FEE A N D tNITtAE F R A N C H I S E F E E 

41 AreaDevefopmeutFee In consideration ofthe development rights granted herein,upon 
execution ofthis Agreement, Area Developer shall pay an area development foe ("Area Devefopmeut 
Fee") that is equal toTwelveThousand Five Flundred Dollars (SI2,500) multiplied hy the numher of 
Franchised Studios to hedeveloped andopened within the Development Areaduring the term oFtlds 
Agreement and in accordance with the Development Schedule, the total amount of such Area 
DevelopmentFeeisspecifiedinFaragraph3of Fxhihit A Rcceiptof the Area Deveiopment f ee i s 
herehy acknowledged. The Area Developer expressly acknowledges and agrees that the Area 
Deveiopment Fee is fully earned and nonrefundahle in consideration ofadministrafive and other expenses 
incurredhy Franchisor andfor the deveiopment opportunitiesfost or deferredasaresultof therights 
granted herein to Area Developer, even i fArea Developer does not enter into any Franchise Agreements 
pursuant to this Agreement 

4-2 GreditTowardsFranehiseFee. IfArea Developer is in compliance with its ohiigations 
underthisAgreementandanyotheragreernentwithFranchisor,thcnupon execution of each Franchise 
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Agreememexecmed pursue 
F e e ^ 5 ^ f o r f o m S e c ^ 

Hundred Oo i^ s ($12^00! In no eireum^aneeswidfranefosor grant credit in e x e ^ 
Oeveloprnent Fee paid hyAreaDeveloper^as set forth in Paragraph^ofEx^^ 

4 3 Franchise Fees. Notwifostanding anything to the contrary in any oF the Franchise 
Agreements, the initial Franchise foe(the"Fran^ 
Franchised Studio to he devefoped pursuant to theDevefoprnent Schedule shahhe an amount equal to 
T w e n t y - F i v e T h o u s a n d F ^ f o r s ( ^ 

Franchise Agreement, iessanycreditthatmay he applied pursuant to Sec t i ons 

5 D U T t F S O F T H F F A R T t F S 

5 1 Franchisor'sAssistance Franchisor shad Furnish to Area Devefoper the following: 

5 .Fi Site selection guidehnes, inciuding Franchisor's minimum standardsforFinoFs 
Falette Studio sites and sources regarding demographic inFormation, and such site selection 
counseling and assistance as Franchisor may deem advisahle. 

5.F2 Such on site evaluation as Franchisor deems advisahle in response to Area 
Devcioper'srequestForsiteapproval For each Franchised Studio; provided,however, thatFranchisor 
shall not provide onsite evaluation for any proposed site prior to the receipt o f a S A F for such site 
prepared hy Area Developer pursuant to Section3^ 

52 DesignatedFrincfoaF ffAreaDeveloperisotherthananindividual, AreaDeveloper 
shall designate, suhject to Franchisor'sreasonahie approval,one Frincipal (as definedmSection9.i)who 
is hoth an individual person and owns at leastaten percent ( l O ^ o f Area Developer,and who shall he 
responsihle for general oversight and management oF the development of the Franchised Studios under 
this Agreement and the operations ofall such Franchised Studios open and in operation on hehalfoFArea 
Deveioper(the ^Designated FrincipaF') Area Developer acknowledges and agrees that Franchisor shall 
have the right to rely upon the Designated Frincipal to have heen given, hy Area Developer, the 
responsihility and decisionmaking authority regarding the Area Developer'shusiness and operation. In 
the event the person designated as the Designated Frincipal hecomes incapacitated, leaves the employ of 
Area Developer, transfers his/her interest in Area Developer, or otherwise ceases to supervise the 
development of the Franchised Studios, Area Developer shall promptly designate a new Designated 
Frincipal,suhject to Franchisor'sreasonahle approval. 

5 3 Records and Rennrts tn Franchisor Area Developer shall, at Area Developer's 
expense, comply with the followingrequirements to prepareandsuhmitto Franchisor the following 
reports,financiai statements and ofoerdata,wldch shalihe prepared in theform and using thestanda 
statements and chart ofaccounts as Franchisor may prescribe from time to time: 

53d Noiater than the twentieth (20^) dayofeach calendar month, AreaDeveloper 
shad havepreparedaprodtand loss statement redecting ail Area Devefoper'soperations during the 
last preceding calendar month, for each franchised Studio. Area Developer shad prepare profit and 
loss statements on an accrual hasis and in accordance with generally accepted accounting principles 
Area Developer shall suhmit such statements to Franchisor at such times as Franchisor may 
designate or as Franchisor may otherwise request. 

5 3 2 Dn April i5thoftheyearfodowmgtheendofAreaDeveioper 'sfiscalyear,a 
complete annual financial statement (prepared according to generally accepted accounting 
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pr inc ipfo^onaoompda^ 
hyanmdepend^^dfiedpuhdcaccoumant 

533 Sucbofoer forms, repo^records, foform^fomandd^aasFranchism may 
reasonably designate. 

5 4 Mafotafofog Records Area Developer sball mamtam during foe term of tbis 
Agreement, and sball preserve for at least seven 
make available to francldsor atfraneblsor'sreqnest and at Area Devefoper'sexpense, foil,complete,a 
accurate books, records, and accounts in accordance witb generally accepted accounting principles 

55 AreaDevefoperfoProvideTrafofog Area Developer agrees tbat, notwltbstandlng any 
tbmg to tbe contrarymany francbise Agreemem, Area Developer sball be responsfofo for conducting 
inldal training o f a l l required trainees (including, witbout limitation, tbe owners and management 
personnel) for tbe fourtb(4^ and any subsequent francbised Studios developed under tbis Agreement,in 
accordance witb tbe requirements and conditions as francldsor may fromtimc to time establishfor tbe 
initial training. By no later tban tbe time Area Developer is seeking francbisor'sapproval to develop tbe 
fourth (4^) francbised Studio under tbis Agreement, Area Developer sball be bave completed to 
franchisor'ssatisfoction ad requirements andconditions necessary to obtain francbisor'sapprovai for 
Area Developer to conduct sucb training 

6 D E F A U L T A N D T E R M 1 N A T I D N 

6.1 AofomaticTermfoatfon. Area Developer shall he deemed tobe in default under tbis 
Agreement, and ad rights granted herein shad automatically terminate without notice to Area Developer, 
if Area Developer becomes insoiventormakesageneral assignment for tbehenefoofcreditors; i f a 
petitioninhankruptcy isdledbyAreaDeveloperorsuchapetition isfiled against and notopposed by 
AreaDeveloper; i fArea Developer is adiudicatedahankrupt or insolvem;ifahi l l inequi ty orother 
proceeding for the appointment ofareceiver of Area Developer or other custodian for Area Developer's 
husiness or assets is died and consented toby Area Developer; ifareceiver or otber custodian (permanem 
ortemporary)ofArcaDevefoper'sassetsorprope^y,oranyparttbcreof, is appointed by any court of 
competentjurisdiction; if proceedings for acomposition with creditors under any stateor federal law 
sbould he instituted hy or against Area Developer; if fo^al judgment remains unsatisfied or of record for 
thirty (30) days or longer(unless supersedeas bond is filed); if Area Developer is dissolved; if execution 
is levied against any asset of Area Developer or Area Developer'sfranchised Studios; if suit to foreclose 
any lienor mortgage against anyasset of Area Developer or AreaDeveloper'sfranchised Studiosis 
instituted against Area Developer and not dismissed within sixty (60) days; or i fany asset of Area 
Deveioper'sor any franchisedStudio of AreaDeveloper's shall he sold afierlevy thereuponby any 
sheriff, marshal, or constable 

6.2 Termfoafion Upon Nofice Area Developer sball he deemed to he in defaud and 
franchisor may,at its option,terminate this Agreement and all rights granted hereunder or take any of the 
actions descrihed in Section65 below, without affording AreaDeveloper any opportunity to curethe 
default, effoctive immediately upon the provision of notice toArea Developer (in foe manner provided 
under Section lOhereof), upon tbe occurrenceofany of the following eventsofdefoufo 

62.1 If tbe franchise Agreement for any franchised Studio operated hy Area 
Developer(or an entdyaffiliated with Area Developer) is terminated. 

6.2.2 IfArea Developerorany Principal isconvicted ofafe lony,acr ime involving 
moral turpitude, or any other crime or action tbat franchisor believes is reasonahly likely to have an 
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adverse effeet on foe System, foe Proprietary Marks, foe goodwid associated foerewifo, or 
Pranefosor'sfoterest therein 

6.2^ ffAreaDeveioper or any Prineipai purports to transfor any rights or ohiigations 
under tins Agreement or any the assets of Area Deveioperinamanner that is contrary to foe t^rms of 
Seetion^ofthis Agreement 

63 Notfoe and Opportunity to Cure PoraMissedDeadlfoe failure hyAreaOeveioper 
tomeetadeadiineundertheOeveiopmentSeheduie(a"MissedPeadlfoe")shaiieonstituteadefauit 
underthis Agreement franchisor shaii, for one 0)MissedOeadiine,provide Area Developer witha 
reasonahie opportunity to cure such defoulthy notifying Area Developer in writing ofanew date for the 
Missed Deadline (without change to any other deadline in the Development Scheduled IfArea Developer 
fails to comply withtheDevelopment Schedule hysuchnewdeadline,andforuponthe occurrence of 
another Missed Deadiine, Pranchisor, in its discretion, may terminate this Agreement and all rights 
granted hereunder wifoout affording Area Developer any further opportunity to cure the defoult, effective 
immediately upon the delivery ofwritten notice to Area Developer (in the manner set forth in Sections 
of this Agreements or Pranchisor, in its discretion, may elect, inlieu of terminating tfos Agreement 
take any ofthe actions descrihed in Section 6.5 helow 

6 4 Notice and Opportunity to Cure Other Defaults Except as otherwise provided in 
Sections 6.i^62,and6.3 ahove, if Area Developer faiis to comply with any material term and condition 
of this Agreement, such action shall constituteadefault under this Agreement and, upon the occurrence of 
any such defouit,Pranchisor may terndnatefois Agreement hy giving written notice oftermination stating 
the natureofsuch default to Area Devefoper at least thirty (30) days priorto the effectivedate of 
terminatiom provided, however, that Area Developer may avoid termination hy curing the default to 
francldsor'ssatisfaction,and hy promptly providing prooffoereofto franchisor within foe 30dayp 
ff any such default is not cured within the specified time,or such longer period as applicahleiaw may 
require, this Agreement and all rights granted hereunder (including hut not limited to, the right to develop 
newfranchisedStudios) will terminatewithout further noticeto AreaDeveloper effectiveimmediatefy 
upon the expiration ofthe thirty (30) day period or such fonger period as appiicahie law may require 

6.5 Franchisor's Other OptionsUpon Defauft franchisor,initsdiscretion,mayelect,in 
lieu of terminating foisAgreement,touse other remedial measuresfor Area Devclopetshreachof this 
Agreement, which include, hutarenotlimited to: (i)terminationofthccredit towards franchise fees 
granted in Section 4.2 hereof; (ii) loss of the limited exclusivity,or reduction in the scope of protections, 
granted to Area Developer under Sectionl.2 herein for the Development Area; (iii) reductioninthe scope 
oftheDeveiopmentArea;(iv)reductioninthenumher of Pranchised Studios to hedevefopedhy Area 
Developer; andfor (v) franchisor's retention of aii area development foes paid, or owed, hy Area 
Deveioper Iffranchisor exercises said right, Pranchisor shall not have waived its right to,in the case of 
future defaults, exercise all other rights and invoke all od^er provisions that arc provided in law andfor set 
out under this Agreement 

6 6 No Purther Rights Upon termination or expiration ofdds Agreement, Area Developer 
shall have no right to establish or operate any Pinot'sPalette Studio for whichafranchiseAgreementhas 
not heen executed hyfranchisor at the time oftemdnation or expiration. Pranchisor'sremedies for Area 
Developer'shreach of this Agreement shallinclude,wifoout limitation, Area Devefoper'sloss ofits right 
to develop additional franchised Studiosunder this Agrcement,andfranchisor'sretentionof all area 
development fees paid or owed hyArea Deveioper Upon termination or expiration, franchisor shad he 
entitled to estahiish, and to franchise others to estahiish,Pinot'sPafetteStudiosinthe Development Area 
except as may he otherwise provided under anyfranchise Agreement which has heen executed between 
francldsor and Area Developer or Area Developer'saffifiates(as permitted under Secdon 3 4 3 ahovc) 
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7 TRANSFER OF INTEREST 

^1 F r a n c h ^ o ^ R ^ h ^ f o T r a n s f o ^ Francfo^sbad have foe rightwifoout foe need for 
AreaOevefoper's consent fo transferor assign fois Agreement and ad or any part oF its rights or 
ohiigations herein to any person or legal en foy^p^ 
heeomesoieiy responsihiefor adohhgationsoF Franchisor nnder this Agreement From the dateof 
assignment foaddition, and withonthmitadontofoe foregoing. Area Deveioper expressly aFfoms and 
agrees that Franchisor may sell its assets, its Froprieta^ 

ptfoiic offering or inaprivate placement; may merge, acqnireofoer corporations, or he acqniredhy 
another corporation; ^nd may undertake a refinancing, recapitalization, leveraged hny-ont, or other 
economic or financial restructuring 

^ 2 No Transfers Without Franchisor's Approval Area Developer understands and 
acknowledges that Franchisor has granted the rights hereunderinrcdance on the husiness skid,dnanciai 
capacity,and personai characterofAreaDeveloperorthe Frincipais oFArea Developer if Area Developer 
isnotanindividuat Accordingly,neitherArea Developer nor any Frincipal shall sell,assign,transfer, 
pledgeorotherwiseencunfoeranydirectorindirectinterest inthe Area Deveioper (including any direct 
or indirect interest in a corporate orpartnership Area Developer), the rights orohligations of Area 
Developer under this Agreement, or any material asset of the Area Developer's husiness, without the 
prior written consentofFranchisor,which shad he suhject to Sections7^and74heiow and to ail of the 
conditions and requirements for transfers set forth in the franchise Agreement executed S i m u l a 
with this Agreement thatfranchisor deems appiicahie toaproposed transfer under this Agreement 

^ Simultaneous Transfers Area Developer understands and acknowledges that any 
consenttoatransferofthisAgreementshall,uniesswaived, he conditioned on,among other factors, the 
requirement that the proposed transfer of this Agreement is to he made in conjunction w i t h a s i m u ^ 
transfer o f a l l Franchise Agreements executed pursuant to this Agreement to the same approved 
transferee. 

^ TransferFee Attherequestoffranchisor,AreaDevelopershallpayatransFerfoeofan 
amount equal to Ten Thousand Dollars ($10,000) for each Franchised Studio d̂ at remains to he developed 
and opened in order to satisfy the Development Schedule, hut not less than fifty percent (50^) of the 
Area Development feepaid Additionally, forany Franchise Agreementsexecutedpursuant tothis 
Agreement that are transferred, the transfer fee due under such Franchise Agrecment(s) shaii he paid to 
Franchisor pursuant to the terms oFsuch Franchise Agreement(s) 

^ Transferto Entity Formed for hyArea Developer Notwithstanding anything to the 
contrary in this Section7,if Area Developer is an individual and seeks to transfer this Agreement toa 
corporation, partnership,orlimited liahilitycompany formed fortheconvenienceof ownership, the 
condidons of Sections74shad not apply,and Area Deveioper may undertake such transfer,provided 
that (a)AreaDeveloperownsonehundredpercent(fOO^)ofthcequity interest in the transferee entity; 
(h) Area Developer and any od^erFrincipal(s)personaily guarantee, inawritten guaranty satisfacto^ 
Franchisor, the performance of the ohiigations oF the Area Developer under this Agreement; (c) Area 
Developer cxecutesaTransfer of Franchise formasprescrihedandapprovedhy Franchisor;(d)such 
transferee entity is newly organized and its husiness purpose is confmed exclusively to developing and 
operating the Franchised Studios; and (e) Area Developer and any other Frincipal(s)execute any and all 
other ancilia^ agreements asFranchisor may require 

8 C O V E N A N T S 
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8 1 C o n f i d e n t I n f o r m a f i o n A r C a D e v e f o p ^ s b a l l ^ a d f i m e 5 p r C 5 e r v e m C O n f i d e n ^ 

and all materialsand information fornished ordiselosed to Area Developers Franefosor, and shall 
disefose suehinformation or materials only to snehofAreaDevefoper's employees or agents whomnst 
have aeeess to tt in eonneetionwifo their employment Area Developer shall not at any time^dnring foe 
termoftfosAgreementorfoereafter,wifoontFranehisor's priorwritten consent, 
or otherwise reproduce snehmaterials or information,in whole or inpat^, nor ofoerwisemake the same 
avaiiahie to any nnanthorized person. 

8.2 Durfog theTerm Area Deveioper speeifieaily aeknowdedges that, pnrsnant to this 
Agreement, Area Developer wiil receive vafoahle specialized training and confidential information, 
which may include, without iimitation, information regarding the operational, sales, advertising and 
promotional methods and techniques ot Franchisor and the System. Area Developer covenants that 
during the term of this Agreement, except as otherwise approved in writing hy Franchisor, Area 
Deveioper shall not, either directiy or ind i r ec t 
any person, persons, partnership, or coloration: 

82 1 DivertorattempttodivertanyhusinessorcustomeroFanyFinoFsFalette Studio 
or oFany unit under the System to any competitor, hy direct or indirect inducement or otherwise, or 
do or perform, directly or indirectiy,any other act injurious or prejudicialto the goodwill associated 
with the Froprietary Marks or the System. 

8 2 2 Unless released in writing hy the employer, employ or seek to ernploy any person 
who is at that time employed hy Franchisor or hy any other franchisee or area developer of 
Francldsor, or otherwise directly or indirectly induce such person to leave his or her employment. 

823 Dwn,maintain,operate,engage in,he employed hy,provide any assistance to, or 
have any more thanaonepercent(l^ interest in(as owner or otherwise^any Competitive Business 
(as defined helow) A "Competitive Business" shall he considered a husiness offeringartistic 
painting classes, along with related products and services, that is the same as or similar to the 
Franchised Studio. Furthermore, Area Deveioper acknowledges and agrees that Area Developer 
shall heconsidered in defoult underthis Agreement and that this Agreement will he suhject to 
immediateterndnationasprovidedin Section62herein, in the event thataperson in the immediate 
family (inciuding spouse, domestic partner, parent or child) of Area Developer (or, i f A r e a 
Deveioper is other than anindividuai,eachFrincipal that is suhject to these covenants)cngages ina 
Competitive Business that would violate this Section 8.2 3 if such person was suhject to the 
covenants ofthis Section823 

83 After the Agreemeut and AfteraTrausfer AreaDeveloper covenants that, except as 
od^erwise approved in wridnghy franchisor, foracontinuous uninterrupted period oftwo (2) years from 
the date of (a)a transfer permitted under Section 7 ahove; (h)expiration of this Agreement; 
(c)termmation of this Agreement (regardless of the causefortermination);(d)a finalorderofaduiy 
authorizedarhitrator, panel ofarhitrators,oracourtofcompetentjurisdiction(atteraii appeals have heen 
taken)withrespecttoanyoftheforegomgorwithrespecttoenforcementofthis Section 8.3; or(e)any or 
all of the foregoing. Area Deveioper shall not either directly or indirectiy,for itself, or through,on hchalf 
of,or in conjunctionwith any person, partnership,corporation, or other entity,own, maintain, op 
engage in,he employed hy,or have any interest in any Competitive Business,which is,or is intended to 
he, located (i) within the Deveiopment Area (other than those Franchised Studios provided for in the 
Deveiopment Scheduie),or(ii) withinaradiusoftwentyfive(25) miles ofany otherFinoFs Falette 
Studio in operation or under construction on the effoctive date oftermination or expiration located 
anywhere. Provided,however,that this provision shallnot appiy to the operationhyArea Developer of 
any husiness underthe System underafranchise agreement withfranchisor 
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8.4 Exceptfon for Owne^hfo fo Publfo Ent^fos Sedfon5 8.2 and 8.3 hereof shad not 
apply to ownership hy Area Devefoper of less than a five percent henefieial Interest In the 
outstanfongeqnlty seenrfoesofanypnhfieiy held corporation. Asnsed inthis Agreement, the term 
"puhlfoly heldeorporatfon"refors toacorporation which has ontstandingsecnrities that have heen 
registered nnderthefoderaiSecnrities Exchange Act ofl934. 

85 Personal Covenants Atthe request offranchisor, Area Deveioper shall ohtain and 
fornish to franchisor executed covenants similar in suhstance to those set forth in this Section8 
(includingcovenantsapplicahle upon theterndnationofaperson's relationship with Area Developer) and 
theprovisionsofSections^and 7of th is Agreement(asmodifiedtoapplytoan individual) foomall 
managersandotherpersonnel employed hyAreaDeveloperwho have received or will receive training 
andfor other confidential information, or who are or may he involved in the operation or development of 
the franchised Studios Every covenant required hy this Section 8.5 shall he i na fo rm approved hy 
franchisor, including specific identification o f ^ 
with the independent right to enforce them 

8.6 Covenants as Independent Clanses The parties agree that each of the foregoing 
covenants shall he construed as mdepcndent ofany other covenant or provision ofthis Agreement If all 
or any portion ofacovenant in this Section8is held unreasonahle or unenforceahlehyacourt or agency 
having valid jurisdiction in an unappealed finai decision to which Eranchisor isaparty^. Area Developer 
expressly agrees to hehoundhy any lesser covenant suhsumedwithinthe terms of such covenant that 
imposesfoemaximumduty permittedhy iaw,asi f the resultingcovenant were separately statcdinand 
madeapart of this Section8 

8 7 Franchisor's Right to Rednce Scope of the Covenants Area Developer understands 
and acknowledges that Eranchisor shall have the right, in its sole discretion,to reduce the scope ofany 
covenantset forth in Sections 8.2 and 83 in this Agreement, orany portion thereof, without Area 
Developer'sconsent, effective immediately upon receipt hyArea Developer of written notice thereof; and 
Area Deveioper agreesthat it shadcomply forthwith withany covenant as somodified,widchshadhe 
fully enforceahle notwithstanding the provisions ofSectionl5hereof 

88 Covenants Survive Claims Area Developer expressly agrees that the existence ofany 
claims it may have against Eranchisor,whether or not arising from this Agreement, shall not constitutea 
defense to the enforcement hyfranchisor of the covenants inthis Secdon8 Area Developer agrees to 
pay allcosts and expenses (inciuding reasonable attorneys' fees)incurredhy Eranchisor in connection 
with the enforcement ofthis Section8 

8.9 Compliance with Laws Area Developer represents and warrants to franchisor that 
neither Area Developer (inciuding,without limitation, any and all ofits employees,directors, officers and 
other representatives) norany of itsaffiliates orthe fundingsources for either i s a person orentity 
designated with whom Eranchisor, or any ofits affiliates, are prohihitedhy law from transacting husiness. 

9 C D R P C R A T I D N , LIMITED LIABILITY C O M P A N Y DR P A R T N F R S t f l P 

9.1 L i s t o f Principals IfArea Deveioper isacorporation, limited liahility company, or 
partnership,eachownerofheneficiai interest inAreaDevelopcr(eacha"Principaf'),and the interest of 
eachPrincipaiin AreaDeveloper, shadheidendfiedin ExhihitD tothe Agreement. AreaDeveloper 
shad maintain a list o f a l l Principals and immediately furnish franchisor with an update to the 
informationcontainedinExhihitBuponanychange,whichshallhe made only incompliance with 
Section7ahovc As set forthmSection52ahove, the Designated Principal shall at all times have at least 
atenpercent(iO^)interestinArea Deveioper 

Area Development Agreement-Pinot's Palelte-03 J J 



9.2 Guaranty Indemmficafion, and Ac^nowfodgment Each Principal shad execute a 
guaranty indemnificadon, and acknowlcdgmcntof Area Dcvclopcr'scovcnantsandohhgadonsnndcr 
dds Agreement in rhc forrn attached hereto as ExhihdC 

9 3 Cnrpnratfons and Limbed Liahdi tyC^ 
limited hahdity company, Area Developer shad comply with foe foifowfo^ 

9 3d Area Developer shall he newly organized and its governing documents shaii at all 
times provide that its activities arc confined exclusively to developing and operating the Erancfo^^ 
Studios. 

9.3 2 Area Developer shad, upon request of Eranchisor, promptly furnished to 
EranchisorcopicsofArcaDcvclopcr'sarticlcsof incorporation, hylaws,articicsoforganization, 
operating agreement andfor other governing documents, and any amendments thereto, including the 
resolution ofthe Board ofDircctors or memhers authorizing entry into this Agreement 

9 3 3 ArcaDcvcfopcr shall maintain stop-transfor instructions againstthc transfcron 
its records ofany equity securities; and each stock certificate or issued securities of Area Developer 
shallconspicuousiy include uponitsfoccastatcmcnt, inaformsatisfoctorytoEranchisor,which 
references the transfer restrictions imposed hy this Agreement; provided, however, that the 
requirements of this Scction93.3 shall not apply toapuhdely held corporation 

94 Partnerships and Limited LiahdityPartncrshfos IfArea Developer or any successor 
to or assignee of Area Developer isapartnership or limited liahility partnership, Area Developer s l^^ 
comply with the following requirements: 

94 1 Area Developer shad hcncwlyorganizcdanditspartncrship agreement shall at 
all times provide that its activities arc confined cxclusivciy to developing and operating the 
franchised Studios 

9 4 2 ArcaDcvclopcrshall furnish Eranchisor withacopy ofits partnership agreement 
as well as such other documents as franchisor may reasonably request, and any amendments thereto 

94 3 Thcpartncrsofthcpartncrshipshall not, without theprior written consentof 
Eranchisor,admitadditionalgcncralpartncrs,rcmovcagcncral partner, or otherwise materially alter 
the powers ol any general partner. 

id NDTtCES 

Any and all notices required or permitted under this Agreement shall he in writing and shall he 
pcrsonallydciivcrcd, sent hy registered mai!or hyother means wldch affords the sender evidence of 
dciivcry,or of rejected dclivcry,to the respective parties at the addresses shown on the signature page of 
this Agrccmcnt,unlcss anduntiladifforent address hashcen designatedhy written notice to the other 
party Any notice hyamcans which affords the sender evidence of dclivcry,or rejected dciivcry,shall he 
deemed to have heen given atthedateandtimeofreceipt or reacted delivery. 

I i PEBMtTS AND C D M P L t A N C E W I T H T H E LA^VS 

Id I Compliance with Laws Area Developer shaii comply with allfodcral,state, and local 
laws, ruics and rcguladons, and shall timely ohtain any and all pcrndts, certificates, or licenses necessary 
for the full and proper conduct ofthe business contemplated under this Agreement 
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Notice of Acfions Area Developer shall nofifyfra^ 
ofthe receipt ofany demand letter, commcnccmcm ofany aĉ ^ 
of any order, writ, Injunction, award, or decree of any court, agency or other governmental 
mstrnmcnrahty,which may adversely affect the opci^tlon or financial^ 
any franchised Studio established under this Agreement 

12 INDEPENDENT C D N T R A C T D R AND I N D E M N l F I C A T t D N 

12.1 NoEiduciarvRclationshfo. Area Developer is an indcpcndcntcontractor. franchisor 
and Area Developer arc completely separate entities and arc not fiduciaries, pawners, joint venturers, or 
agents ofthe other in any sense and neither shall have the power to hind the other No act or assistance 
given hy cither party to the otber pursuant to this Agreement shall he construed to alter the relationship 

122 Puhlic Notice During the term ofthis Agreement, Area Developer sball bold itself out 
to the puhlic as an independent contractor operating the business pursuant to an area development 
agreement with franchisor. ArcaDcvclopcragrccstotakc such action as may he necessary todoso, 
including, without iimitation,cxbihitinganoticc of thcfactinaconspicuousplaccin Area Developer's 
offices, the content ofwbicb franchisor reserves the right to specify. 

12.3 NoAssumntionofEiabiii ty Nothingin this Agreement authorizes Area Developer to 
make any contract, agrccmcnt,warranty,or representation on francldsor'shcbalfor to incur any debt or 
othcrobligation in francbisor'snamc;and that franchisor shall innocventassume liability fbr ,orbc 
deemed liable hereunder asaresult of, any sucb action; nor shall franchisor he liable hy reason of any act 
or omissionofArcaDcvciopcrmArcaDcvclopcr'sopcrationsbcrcundcr,or for any claim orjudgment 
arisingtbercfrom against Area Developer orfranchisot 

124 Indcmuificatiou. Area Developer sball indemnify and hold franchisor, franchisor's 
owners and affiliates and parent, and their respective officers, directors, and employees (the 
"Indemnitees") barndess against any and allcauscs of action,claims,1osscs,costs,cxpcnscs, liabilities, 
litigation,damages or other expenses (inciuding,hut not limited to,scttlcmcntcosts and attorneys' fees) 
arisingdircctiyorindircctiy front asarcsuitof,orinconncction with Area Dcvclopcr'sopcration ofthe 
business contemplated bcrcundcr(notwitbstanding any claims that the Indemnitees arc or w 
Area Developer agrees that with respect to any threatened or actual litigation, proceeding or dispute 
wbicb could directly or indirectly affect any of the Indc 
not the ohligation, in their discretion, to: (i) choose counsel, (ii) direct, manage andBor control the 
handling of the matter; and (iii) settle onbcbalf of thclndcmnitccs,and/orArcaDcvclopcr, any ciaim 
againstthc Indemnitees. Al l vouchers, cancclcdcbccks, receipts, rccciptcdhiiisorothcr evidence of 
payments for any sucb losses, liabilities, costs, damages, charges or expenses of whatsoever nature 
incurred hy any Indemnitee shaii he taken as prima facie evidence of Area Developer's ohligation 
hereunder. 

13 A P P R D V A E S A N D W A I V E R S 

13 1 Approval Requests Whenever this Agreement requires the prior approval or consent of 
francldsor,Arca Developer sball makcatimciy written request to franchisor thcrcfor,and such approval 
or consent shall be in writing franchisor shall respond to Area Developer's timely requests in a 
reasonably timely and prompt manner 

13.2 Nonwaiver No failure offranchisor to exercise any power reserved to it hereunder, or 
toinsist uponstrictcompiiancc hy AreaDeveloper withany ohiigationorconditionhcrcundcr,and no 
custom or practice of the parties in variance witb the terms hereof, shall constitute a waiver of 
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Franchisors right to demand exact eompiianee with the terms hereof Waiver hy Franchisor oF any 
particniardefanit hy Area Deveioper shaii nothehinding nniess in writingand executed hy the party 
sought to hecharged and shaii not affect or impair Franchisor's right with respect to any snhseqnent 
defanitofthesamcorofadifferentnatnre;nor shaii any deiay, waiver,forhearance,oromissionof 
franchisor to exercise any power or rights arising out of any hreach or dctanithyArea Deveioper of any 
of the terms, provisions, or covenants hereof, affect or impair Franchisor'srights nor shaii snch cons t^ 
awaiverhy Franchisor of any right hereunder or of the right to deciare any snhseqnent hreach or defanit 
Suhseqnent acceptance hyfranchisor of any payment(s)due toit hereunder shaii not he deemed to hea 
waiver hy Franchisor oFany preceding hreachhyArea Deveioper of any terms,covenants or conditions 
ofthis Agreement. 

i4 S E V E R A B I L i T Y A N D C D N S T R U C T t D N 

14.1 Sevcrahle Parts Except as expressly provided to the contrary herein, each portion, 
section,part,term,and/or provisionof this Agreement shaii heconsideredseverahle; and if, forany 
reason,any section,part,term,and/or provision hereinis determined to heinvaiidand contrary to,or in 
confiict with, any existing or future iaw or regulation hyacourt or agency having valid jurisdiction, such 
shall not impair the operation of, or have any other effect upon, such other portions, sections, parts, terms, 
and/or provisions oftlds Agreement as may remain otherwise inteiiigihic; and the latter sha 
he given full force and effect and hind the parties hereto; and said invalid portions, sections, par^ 
and/or provisions shall he deemed not to heapart of this Agreement. 

14.2 Terms Surviving this Agreement Any provision or covenant in this Agreement which 
expressly or hy its natureimposes ohligations heyond the expiration,termination or assignment of this 
Agreement (regardless ofcause for termination), shaii survive such expiration, termination. 

14.3 No Rights nn Third Parties Except as expressly provided to the contrary herein, 
nothingin this Agreement is intended, nor shall hedecmed, toconfer uponany person orlegai entity 
other than Area Developer, franchisor, officers, directors, shareholders, agents, and employees of 
Franchisor,and such successorsandassignsoffranchisorasmay he contemplated hy Section l^hereof, 
any rights or remedies under or hy reason ofthis Agreement 

144 f u l l Scope nfTerms Area Developer expressly agreestohe hound hy any promise or 
covenantimposingthemaximumduty permitted hy law which issuhsumed within thetcrms ofany 
provision hereof, as though it were separately articuiatedin and madeapart of this Agreement,that may 
result fromstriking from any of theprovisionshereof any portion or portions whichacourtor agency 
having validjurisdiction may hold to he unreasonahieandunenfbrceahieinanunappealedfinaldecision 
to whichfranchisor isaparty^or fromreducing the scopeofany promise or covenant to theextent 
requiredtocomply with suchacourt or agency order 

14 5 Pranchisor's Application of its Rights Eranchisor shall have the right to operate, 
deveiopand change theSystem in any manner that isnot specifically precluded hy this Agreement 
WheneverFranchisorhasrese^ed inthis Agreementaright to take or withhold an action,or arc deemed 
to have a right and/or discretion to take or withhold an action, or to grant or decline to grant Area 
Deveioperarighttotakeoromitanaction,exceptasother^viseexpressiyand specificaiiy provided inthis 
Agreement, Franchisor may make its decision or exercise its rights, on the hasis of the information readily 
available to Franchisor,and its judgment oF what isin its hest interests and/or in the hest interests of the 
Franchisor's franchise network, at the time its decision is made, without regard to whether: (i) other 
reasonahie or even arguably preferable alternative decisions could have heen made hy franchisor; (ii) the 
decisionor action of Eranchisor will promoteits frnancialor otber individual intcrest;(iii)Francbisor's 
decisionortheactionittakeappiiesdifferently to AreaDeveloper and one or more other franchisees or 
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F^ch i soBscompany^wedope^ fo^ or ^ Franofosor^deci^on or foe exercise of ds rigfoor 
diseredon is adverse toAreaDevefoper'sfoterests. fofoe absence ofan appiieahfostafote,franefosor 
wid bave no irabfofy to Area Devefoper for any sncb decision or acdon franchisor and Area Devefoper 
intend foat foe exercise offrancfosorrigfos or d i s c ^ If 

appiicahie iawimpiiesacovenant of good foifo and foir dealing in tfos Agreement, francfosor and 
Deveioper agree that snch covenant shaii not impiy any rights or ohiigations foat are inconsistent^^ 
fairconstrnctionofthetermsofthis Agreement and that tfos Agreement grants franchisor 
make decisions, take actions andfor refrain fromtaking actions not inconsistent with Area Deveioper^ 
rights and obligations hereunder 

i ^ Captfons Duly for Convenfoncc Ai i captions in this Agreement are intended soiely for 
foe convenience ofthe parties, and none shaii he deemed to affoct the meaning or construction of any 
provision hereof 

15 E N T f R E A G R E E M E N T 

franchisor and Area Devefoper, and any Principai, each acknowledge and warrant to each other 
that they wish to have ah terms of this hnsiness reiationship defined soieiy in and hy this written 
Agreement Recognizing the costs on hofo franchisor and Area Deveioper which are uncertain, 
francfosor and Area Devefoper,eachconfom that neither wishes to enter intoahusiness reiationship with 
the otherinwhich any terms or ohiigations are the subiect of aiiegedoraistatements or in w^hichorai 
statements or non contract writings which have been or may in the future be, exchanged between them, 
serveas tbe basisforcreating rights orohligations different thanorsuppiementarytotberigbts and 
obligations set forth bereim Accordingiy,franchisor and Area Deveioper agree and promise each other 
that this Agreement supercedes and cancels any prior and/orcomemporaneous discussions or writings 
(whether descrihed as representations, inducements, promises, agreements or any other term), h e ^ ^ 
franchisor or anyone acting on its behalf and Area Developer or anyone acting on its hchalf,which might 
he taken to constitute agreements, representations, inducements, promises or understandings (orany 
equivalent to such term) with respect to the rights and ohligations offranchisor and Area Deveioper or 
therelationshiphetweenthem franchisorand Area Deveioper agree and promise each other that they 
baveplaced,and willpiace, noreiianceon any such discussionsor writings, inaccordance withthe 
foregoing, it is understood and acknowledged tbat this Agreement, the attachments hereto, and tbe 
documentsreferredtobereinconstitutetheentireAgreementhetween franchisor and AreaDeveloper 
concerning the subject matter hereof, and supersede any prior agreements, no other representations having 
induced Area Deveioper to execute tbis Agreement Except for those permitted to he made unilaterally 
hyfranchisor hereunder, no amendment, change,orvariancefrom this Agreement shallbe hinding on 
either party unless mutuady agreed to bythe parties and executed hy tbeir authorized officers or agentsm 
writing. Nothing is the Section 15 is intended to disclaim any of the information contained in 
francbisor'sfranchise Disciosure Document or its attachments or exhibits. 

16 A P P L t C A B L E L A W A N D D t S R f l T E R E S D L U T I O N 

1̂ -1 Governfog Law This Agreement takes effect upon its acceptance and execution by 
franchisor, and shall he interpreted and construed under the laws ofthe State ofTexas. in tbe event of 
any confoct oflaw, the laws ofTexas shall prevail,without regard to,and without giving effect to, fo 
application ofTexas condict of law rules Nothing in this Section 16.1 is intendedhy the parties to 
suhject this Agreement to any francidse or similar law,rule, or regulation of the State ofTexas or of any 
otber state to which it w^ould not otherwise he suhject 

1̂  2 Non BmdmgMediatfon Before any party may bring an action in arhitration or in court 
against the other, the paries must first meet to mediate tbe dispute(except as otherwise provided below) 
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Any sucb mediadon sbad he non hmding and shad he 
in accordance wdh ds rben-cnrrenr rules for mediadon of commercial disputes. Ad mediation 
proceedings willbe conducted atasndahlelocationchosenhy the mediator, which is withmafive(5) 
mde radius offrancldsor'sthen current principal place ofhusiness, unless we agree od^erwise in waiting. 
Notwithstandinganything totbecontrary, this Secdon 1^2 sbaii not harcither party from obtaining 
mjuncdvereliefagainst threatened conduct that will cause it loss or damages, under tbe usual equity rules, 
including the appiicahie rules for obtaining restraining orders and preiindnaryinjunctions,without having 
toengageinmediatiom Mediationbereundershaiiheconcluded within forty five (45) days of Area 
Developer's receipt of the notice specifying tbe designatedmediator orsuchlongerperiod asmay he 
agreed upon by the parties in writing. A l l aspects of the mediation process shall he treated as 
confidential, sbad not he disclosed to others, and sball not he offered or admissible in any other 
proceedingor legalaction whatever, franchisorand Area Deveioper shall each hear its own costs of 
mediation, and each shadbear one-half the cost of tbemediator or rnediationservice. This Section 
I62mandating nonbinding mediationshall not he applicable to any claim or dispute arising under this 
Agreementoranyotheragreementbetween theparties which relatesto the failuretopay fees or otber 
monetary ohligation(s)of either party under said agreement(s). 

16.3 Arbitration, franchisor and Area Developer agree that, except for controversies, 
disputes, or claims related to or hased on improper use of the Proprietary Marks or Confidential 
Information, all controversies, disputes, orclaims between franchisorand Area Developer'saffdiates, 
and franchisor's and their respective shareholders, members, officers, directors, agents, and/or 
employees, and Area Developer (and/or Area Developer's owners, guarantors, affiliates, and/or 
empioyees)arising outofor related to: 

(1) this Agreement or any other agreement between Area Developer and franchisor; 

(2) francbisor'sreiationsbip with Area Deveioper; 

(3) tbe validity ofthis Agreement or any other agreementhetween AreaDeveloper 
andfranchisor;or 

(4) anySystem Standard; 

must be suhmitted fbr hinding arbitration, on demand of either party, to the American Arhitration 
Association in the United States ("AAA") The arhitration proceedings will he conducted by one 
arbitratorand,exceptasthis Sectionotherwisc provides,accordingto the AAA'stben current rules Ai i 
proceedings will heconductedatasuitahle locadonchosenby the arbitrator which is witbina five (5) 
mile radius offrancbisor'sthen current principal place ofbusiness. Tbe arbitrator shall have no authority 
toseiect adifferenthearingiocale Ad matters reiatingtoarhitration wiil he governed hy tbe United 
States federal Arbitration Act (9 U S C ^ i et seq). Judgment upon the arbitrator's award may he 
entered in any court of competent jurisdiction. 

1631 The arbitrator bas theright to awardorinciudcinhis or her award any relief 
which be or she deems proper, including, without limitation, money damages (with interest on 
unpaid amountsfrom tbe date due),spccidcperformance, injunctiverelicf, and attorneys' feesand 
costs(asallowableunderthis Agreementor applicable law), providedthatthe arbitrator may not 
declare any Proprietary Mark generic or otherwise invalid or, as expressly provided in Section 16.9 
helow,award any punitive, exemplary or multiple damages against either party. 

1632 franchisor and Area Developer agree to he bound hy the provisions ofany 
iimitation on tbe period of time in wTncb claims must he brought under applicable law orthis 
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Agreement whichever expires eariie^ Franchisorand Area Devefoper tn^her agrees tha^inany 
arhdrarfonproeeeding^eaeh mnst snhmdor file anyeiaim which wonfoconsfitnteacompnlsory 
connterciaim (as defined hy Rnie i^oFfoe Und^ 
foe same proceeding as foe ciaimfowhich it relates. Any claim which is not snhmitted or filed as 
required is forever harred. The arbitrator may not consider any sertlement discussions or offers that 
might have heen made hy either Area Developer orFranchisor 

i6B^3 Franchisorand Area Developer agreethat arhitration widhcconductedonan 
individual, not a class wide, hasis and that an arhitration proceeding hetw êen Franchisor and 
Francfosor's affiliates and parent, and their respective shareholders,oFficers,directors, agents,and 
employees,and Area Developer (including owners, guarantors, affiliates, and employees)may nothe 
consolidated with any other arhitration proceeding hetweenFranchisor and any other person 

16^.4 DespiteFranchisor's and Area Developer's agreement toarhitrate, Franchisor 
and AreaDeveloper eachhavetherightinaproper case toseektemporaryrestrainingorders and 
temporary or preliminary injuncfivereliefFromacourt of competentjurisdiction; provided,howe^ 
that Franchisor and Area Developer mnst contemporaneously suhmit Franchisor's dispute For 
arhitration on the merits as provided in this Section. 

16.3 5 The provisions ofthis Section are intended to benefit and hind certain third party 
non signatories and will continue in Full force and effect subsequent to and notwithstanding tbis 
Agreement'sexpiration or termination. 

16.4 Choice ofVenuc Totbeextcntthe parties do not resolvcadispute through mediation, 
arbitration,or otherwise, Franchisee consents and agreesthat thepropervenueinanysuchproceeding, 
claim, action or lawsuit relating to or arising out of this Agreement shall hethe courts oftbe county where 
Franchisor has its tbencurrent principal place oF husiness. Franchisee acknowledges that tbese courts 
sball have personaljurisdiction over it and hereby waives any defonse it may haveon tbe grounds of 
improper venue. 

16.5 No Rights Exclusive of Dther Rights No right or remedy conferred upon or reserved to 
Franchisor or Area Deveioper hy this Agreement is intended to he,nor shall he deemed,exclusive ofany 
other right or remedy provided herein or permitted bylaws or equity,hut each shall be cumulative oF every 
other rigbt or remedy. 

166 W A I V E R DE TURY T R t A L FRANCHISOR AND A R F A DEVFFCFER 
IRRFVCCABFY WAtVF TR1AF 8 Y JURY IN A N V ACTION, FROCF^DINC, OR 
COTINTFRCLAIM, WHFTHFR AT FAW OR IN FQTIITV, BROOCFFT BV EITHER FARTV 
HERETO ACAINSTTHE OTHER 

16 7 Eimitation Any and ad claims and actions arising out oFor relating to this Agreement 
andfor the reladonsldp of Area Developer and Eranchisor,hrougbthy either party hereto against the other, 
whether in mediation, in arhitration or in court, sball he commenced within one (I) year from the 
occurrence of tbe facts giving rise to such claim or action, or snch claimor action shall he forever barred 

168 W A I V E R O E R t C O THEFARTIES HERETO A C R E E T O W A I V E , N O W A N D 
F O R E V E R , A N V A N D A E E R I C H T S EITHER M A V H A V E TINDER THE FEDERAL STATUTE 
KNOWN AS RICO 
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16 9 W A I V E R O E P U N ^ V E D A M A G E S FRANCHISOR AND AREA DEVELOPER 
H E R E B V W A i V E TO THE EUEEEST EXTENT PERMITTED 8 V E A W A N V R 1 0 H T T O OR C L A I M 
OP A N Y PUNITIVE OR E X E M P L A R V D A M A C E S A C A 1 N S T T H E OTHER 

I6d0 Refoa^eof Claims By execufingfois AgreemenL AreaDevelope^on hehalToFdselF 
and ds ben^ legal represemafives, sueeessors and assigns and eaeh assignee of this Agreement hy 
aeeeptmgassignmentofthesame,herehy forever releasesanddiseharges Eranehisorand its memhers, 
oflieers, directors, employees, agents and servants, ineinding franchisor's subsidiary and affiliated 
corporations,their respective memhers, offieers,direetors, employees,agents and servants,from any and 
aii claims relating to or arising nnder any franchise agreement or any other agreement between the parties 
executed prior to the date of this Agreement incinding,hnt not iimitedto, any and aiiciaims,whether 
presently known or unknown, suspected or unsuspected, arising under the franchise, securities or antitrust 
iaws of the United States or ofany state, province or territory thereof 

t 6 i i H^unctiveRelicf Nothing herein contained shaii har the right offranchisor to ohtain 
iniunctivereiiefagainst threatened conduct that wiii cause it ioss or damages under the usuai equity ruies, 
inciuding the appiicahie rules for obtaining restraining orders and preliminary injunctions 

16 12 Countcrpar^ParagrapbHcadfog^Prooouns This Agreement may he executed in 
any numher of counterparts, all of wTnch when taken together shall constitute one and the same 
instrument Ai l captions and paragraph headings in this Agreement are intended soieiy for the 
convenience ofthe parties, and none shall he deemed to affect foe meaning or construction ofany 
provision hereof Each pronoun used herein shall he deemed to include the other numher of genders. 

16.13 AtforncysEecs in the event Eranchisor is required to employ legal counsel or to incur 
other expense to enforce any obligation ofPranchisee hereunder,or to defend against any ciaim, demand, 
action or proceeding hy reason of Area Developer'sfaiiure to perform any obligation imposed upon Area 
DeveioperbythisAgreement,Erancbisorshai1beentitied to recover from Area Devefoper tbe amount of 
aii reasonahie attomeys'fees of such counsel and all other expenses incurred in enforcing such obligation 
or in defending against sucb ciaim, demand, action, or proceeding, whether incurred prior to or in 
preparation for or contemplation oftbe filing ofsuch action or thereafier 

17 A C R N O W L E D C M E N T S 

171 AREA D E V E L O P E R ' S I N V E S T t C A T t O N O E PHE BUSINESS POSSIRILtTIES 
AREA DEVELOPER ACKNOWLEDGES THAT f f HAS CONDUCTED A N INDEPENDENT 
INVESTIGATION OE THE BUSINESS O E D E V E L O P i N C 
S T U D f O S , A N D R E C O G N ^ E S T H A T T H E BUSINESS VENTURE CONTEMPLATED BY THIS 
AGREEMENT INVOLVES BUSINESS RISKS A N D THAT ITS SUCCESSW1LL BE L A R G E L Y 
DEPENDENT U P O N T H E A B f L T T Y O E A R E A D E V E L O P E R ( O R , i E A R E A DEVELOPER I S A 
CORFORATfON, PARTNERSHIP OR I d M I T E D L I A B I L I T Y C O M P A N Y , THE A B f L f T Y O E ITS 
PRINCIPALS) AS (AN) INDEPENDENT BUSINESSPERSON(S) ERANCHISOR EXPRESSLY 
D 1 S C L A 1 M S T H E M A K 1 N G O F , A N D A R E A DEVELOPER ACKNOWLEDGES THATIT HAS NOT 
RECEIVED, ANY WARRANTY OR GUARANTEE, EXPRESS OR IMPLIED, AS TO THE 
POTENTIAL VOLUME, PROFITS, OR SUCCESS OE THE BUSINESS VENTURE 
CONTEMPLATED BY THIS AGREEMENT AREA DEVELOPER A C K N O W L E D G E S T H A T T H I S 
A G R E E M E N T C O N T A I N S A L L ORAL AND WRITTEN AGREEMENTS, REPRESENTATIONS 
AND ARRANGEMENTS BETWEEN THE PARTIES, A N D A N Y RIGHTS WHICH THE 
RESPECTIVE PARTIES HERETO M A Y H A V E HAD UNDER A N Y OTHER PREVIOUS 
CONTRACT (WHETHER ORAL OR WRITTEN) ARE HEREBY C A N C E L L E D AND 
TERMINATED, AND NO REPRESENTATIONS O R W A R R A N T I E S ARE M A D E OR IMPLIED, 
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EXCEPT AS SPECIEICAEEY SET ECRTH HEREIN AREA DEVEECRER FURTHER 
ACKNCWEEDCES T H A T E f HAS NOT RECEIVED C R REELED C N A N Y REPRESENT 
ABCUT THE FRANCHISE 8 Y THE FRANCHISOR, OR ITS CEFICERS, DIRECTORS, 
E M F E O Y E E S O R A C E N T S , T H A T A R E C O N T R A R Y T O T H E S T A T E M E N T S M A D E I N THE 
FRANCHISOR'S FRANCHISE DISCEOSURE DOCUMENT OR TO THE TERMS A N D 
CONDITIONS CONTAINED HEREIN, A N D FURTHER REPRESENTS TO THE FRANCFIISOR, AS 
A N I N D U C E M E N T T O E N T R Y I N T O T H I S A C R E E M E N T , T H A T AREA D E V E E O F E R H A S 
M A D E NO MISREPRESENTATIONS IN OBTAINING THE FRANCHISE 

17.2 Receipt of PDD aud Complete Agreement Area Developer acknowledges Ihat d 
reeeivedaeomplele eopy of this Agreement, foe attaebmenis hereto, and agreemem^ 
any, at least seven (7) ealendardays priorto foe dateon wideh this Agreement was executed Area 
Developer forthcr acknowledges that It received the disclosure document required hy the Trade 
Regulation RulcoftheFederalTradeCommlsslonentltled "Disclosure Requirements and Prohlhltlons 
Concerning franchising", otherwise known as the franchise Disclosure Document (FDD), at least 
fou^eenO^) calendar days prior to the date on w^hlchthlsAgreement was executed or any payment hy 
AreaDeveloperfortherlghtsgrantcdunderthls Agreement. Area Developer forther acknowledges that 
prfor to recelvmgfranchlsor'sFDD,Franchlsor advised Area Developer ofthe formatsmwfoch the f D D 
Is made available,and any conditions necessary for revlewmg the FDDmapartlcular format 

17.3 Area DevefoperReadthe Agreemeut audConsuIted Area Developer acknowledges 
that it has read and understood Franchisor's FDD and this Agreement, the attachments hereto, and 
agreements relating thereto, ifany, and that Eranchisor has accorded AreaDeveloper ample time and 
opportunity to consult with advisors of Area Developer'sown choosing ahout the potential henefos and 
risks ofentering into this Agreemenf 

17.4 No Couflictiug Ohligations Each party represents and warrants to the others that there 
are no other agreements, court orders, or any other legal ohiigations that would preclude or in any manner 
restrict such party from: (a) negotiating and entering into this Agreement; (h)exercising its rights under 
this Agreement; andfor(c)fulfiiling its responsihilities under this Agreement 

175 Patriot Act AreaDeveloperrepresentsand warrants that toits actual knowledge: (i) 
neither Area Deveioper, nor its officers,directors,managers, memhers,partners or other individual w ^ 
managestheaffairsof Area Developer, nor anyArea Deveioper affiliate or relatcdparty,or any funding 
source for any Franchised Studio, is identified on foe lists of Blocked Persons, Specially Designated 
Nationals, Specially Designated Terrorists, Specially Designated Clohal Terrorists, Foreign Terrorists 
Organizations, and Specially Designated Narcotics Traffickers at the United States Department of 
Treasury's Office of Foreign Assets Control (OFAC), or the Uniting and Strengthening America hy 
Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 2001, commonly 
known as the "USA Patriot Act,''as such lists may he amended fiom time to time^coliectivcly,"Blocked 
Person^"); (ii)neitherArea Developer nor anyArea Deveioper affiliate or related party is directly or 
indirectly owned or controlled hy the government ofany country foat is suhject to an embargo imposed 
bytbeUnited States government; (iii) neitbcrArea Developer nor anyArea Deveioper affiliate or related 
party is acting on behalf of the government of, or is involved in husiness arrangements or other 
transactions with,any country tbat is suhject tosuchanemhargo; (iv) neither AreaDeveloper nor any 
Area Developcraffiiiateor related party areon tbe United States Department of Commerce Denied 
Pcrsons,Entityand Unverified Eists,ortbe United States Departments of State'sDeharred Eist, as sucb 
listsmay he amendedFromtimetotime (collectively, tbe"Lists'');(v) neither Area Deveioper nor any 
Area Developer affiliate or related party,during the term oftfos Agreement,will he on any ofthe Eists or 
identified asaBlocked Person; and (vi) during tbe term of this Agreement, neithcrArea Developer nor 
anyAreaDeveloper affiliate or relatedparty will sell products,goods or serviccsto,or otherwise enter 
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into a business arrangement with, any person or entity on any of the Lists or identified as a Blocked 
Person. Area Developer agrees to notify Franchisor in writing immediately upon the occurrence of any act 
or event that would render any ofthese representations incorrect. 

[SIGNATURE PAGE FOLLOWS] 
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PINOT'S P A L E T T E F R A N C H I S E L L C 
A R E A D E V E L O P M E N T A G R E E M E N T 

SIGNATURE P A G E 

IN WITNESS W H E R E O F , the parties hereto have duly executed and delivered this Area 
Development Agreement in duplicate on the day and year first above written. 

FRANCHISOR: 
PINOT'S P A L E T T E FRANCHISE L L C 

A R E A D E V E L O P E R : 

By: 
Name:_ 
Title: 

B y : _ 
Name:_ 
Title: " 

Address for Notices: Address for Notices: 

Craig Ceccanti 
Pinot's Paiette franchise LLC 
10333 Harwin Drive, Suite 580 
Houston, Texas 77036 
Telephone: (713) 777-5112 
Fax: ( ) 

Telephone:, 
Fax: 
Attn: 

With copy to: 

Wayne P. Bunch, Jr., Esq. 
DLA Piper (US) 
1000 Louisiana Street 
Suite 2800 
Houston, Texas 77002 
Telephone: (713) 425-8448 
Fax: (713) 300-6044 
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PINOT S P A L E T T E F R A N C H I S E L L C 
A R E A D E V E L O P M E N T A G R E E M E N T 

EXHIBIT A 
D A T A SHEET 

Development Schedule (see Section 1.1): Area Developer shall execute Franchise Agreements for 
the development and operation of five (5) Franchised Studios, within the Development Area in 
accordance with the following Development Schedule: 

Studio 
Number 

Open & Operating 
On or Before This 
Date 

Payment 
Made 

Balance Due 
Per Franchised 
Studio 

Due Date 

1 -0- Paid in full 

2 Due with ten (10) days 
after location is secured 
through lease or purchase. 

3 Due with ten (10) days 
after location is secured 
through lease or purchase. 

4 Due with ten (10) days 
after location is secured 
through lease or purchase. 

5 Due with ten (10) days 
after location is secured 
through lease or purchase. 

The Expiration Date of this Agreement, as defined in Section 2, shall be the earlier of (i) 
the date the final Franchise Agreement is executed by Area Developer in accordance with the 
required minimum cumulative number of Franchise Agreements to he executed for Franchised 
Studios to be located in the Development Area as set forth in the Development Schedule above; or 
(ii) the final date set forth in the Development Schedule above. 

Development Area (see Section 1.1): The Development Area shall be defined as the following: 

3. Area Development Fee (see Section 4.1): In accordance with the total number of franchised 
Studios to be developed and opened within the Development Area, the total Area Development fee 
shall be $ 

PINOT'S P A L E T T E FRANCHISE L L C 

Initial: Date: 

A R E A D E V E L O P E R 

Initial: Date: 
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PINOT'S P A L E T T E F R A N C H I S E L L C 
A R E A D E V E L O P M E N T A G R E E M E N T 

EXHIBIT B 
LIST OE PRINCIPALS & DESIGNATED PRINCIPAL 

The following identifies all of Area Developer's Principals (as defined in Section 9.1 of the Area 
Development Agreement): 

Name of Principal Address, Telephone, E-mail Interest (%) with Description 

Total %: 

A R E A D E V E L O P E R ' S DESIGNATED PRINCIPAL 

The following identifies Area Developer's Designated Principal (as defined in Section 5.2 ofthe 
Area Development Agreement): 

Name of Designated Principal Address, Telephone, E-mail Interest (%) with Description 

PINOT'S P A L E T T E FRANCHISE L L C A R E A D E V E L O P E R 

Initial: Date: Initial: Date: 
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PINOT'S P A L E T T E F R A N C H I S E L L C 
A R E A D E V E L O P M E N T A G R E E M E N T 

EXHIBIT C 
G U A R A N T E E , INDEMNIFICATION, AND A C K N O W L E D G M E N T 

As an inducement to Pinot's Palette Franchise L L C ("Franchisor") to enter into the Area 
Development Agreement between Franchisor and ("Area Developer"), 
dated ,20 (the "Agreement"), the undersigned, jointly and severally, hereby guarantee to 
Franchisor and Franchisor's successors and assigns that all of Area Developer's covenants and obligations, 
including, without limitation, monetary obligations, under the Agreement will be punctually paid and 
performed. This Guarantee, Indemnification, and Acknowledgment (this "Guarantee") is an unconditional, 
irrevocable and absolute guaranty of payment and performance and may not be cancelled, terminated, 
modified, or amended except by written agreement executed by both parties. 

Upon demand by Franchisor, the undersigned each hereby jointly and severally agree to immediately 
make each payment required of Area Developer under the Agreement and waive any right to require 
Franchisor to: (a) proceed against Area Developer for any payment required under the Agreement; (b) 
proceed against or exhaust any security from Area Developer; (c) pursue or exhaust any remedy, including 
any legal or equitable relief, against Area Developer; or (d) give notice of demand for payment by Area 
Developer. Without affecting the obligations of the undersigned under this Guarantee, Franchisor may, 
without notice to the undersigned, extend, modify, or release any indebtedness or obligation of Area 
Developer, or settle, adjust, or compromise any claims against Area Developer, and the undersigned each 
hereby jointly and severally waive notice of same and agree to remain and be bound by any and all such 
amendments and changes to the Agreement. 

The undersigned each hereby jointly and severally agree to defend, indemnify and hold Franchisor 
harmless against any and all losses, damages, liabilities, costs, and expenses (including, but not limited to, 
reasonable attorneys' fees, reasonable costs of financial and otber investigation, court costs, and fees and 
expenses) resulting from, consisting of, or arising out ofor in connection with any failure by Area Developer 
to perform any obligation of Area Developer under the Agreement, any amendment thereto, or any other 
agreement executed by Area Developer referred to therein. 

The undersigned each hereby jointly and severally acknowledge and expressly agree to be personally 
bound by all of the covenants contained in the Agreement, including, without limitation, those covenants 
contained in Sections 7 and 8. Signature by the undersigned on this Guaranty constitutes the undersigned's 
signature on tbe Agreement related to all covenants. The undersigned assert that he or she has read such 
covenants, been advised by counsel regarding their effect, and hereby aftirmatively agree to them in order to 
secure the rights granted to Area Developer by franchisor under the Agreement. The undersigned further 
acknowledge and agree that this Guarantee does not grant the undersigned any right to use the "Pinot's 
Falette" marks or system licensed to Franchisee under the Agreement. 

This Guarantee shall terminate upon the termination or expiration of the Agreement, except that all 
obligations and liabilities of the undersigned which arose from events which occurred on or before the 
effective date of such termination shall remain in full force and effect until satisfied or discharged hy the 
undersigned, and all covenants which by their terms continue in force after the expiration or termination of 
the Agreement shall remain in force according to their terms. Upon the death ofan individual guarantor, the 
estate of such guarantor shall be bound by this Guarantee, but only for defaults and obligations hereunder 
existing at the time of death; and the obligations ofthe other guarantors will continue in full force and effect. 
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The undersigned represents and warrants to Franchisor that neither the undersigned (including, 
without limitation, any and all ofits employees, directors, officers and other representatives), nor any ofits 
affiliates or the funding sources for either is a person or entity designated with whom Franchisor, or any of 
its affiliates, are prohibited by law from transacting business. 

Any and all notices required or permitted under this guarantee provision shall be in writing and shall 
be personally delivered, in the manner provided under Section 10 ofthis Agreement. 

Unless specifically stated otherwise, the terms used in this Guarantee shall have the same meaning as 
in the Agreement, and shall be interpreted and construed in accordance with the Agreement. This Guarantee 
shall be governed by the dispute resolution provisions of Section 16 of the Agreement, and shall be 
interpreted and construed under the laws ofthe State ofTexas. In the event ofany conflict of law, the laws 
ofthe State of Texas shall prevail (without regard to, and without giving effect to, the application ofTexas 
conflict oflaw rules). 

IN WITNESS W H E R E O F , the undersigned has executed this Guarantee, Indemnification and 
Acknowledgement as of the date of the Agreement. 

GUARANTOR(S) : 

Print Name: 

Print Name: 

Print Name: 

Print Name: 

Print Name: 
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PINOT'S P A L E T T E F R A N C H I S E L L C 
A R E A D E V E L O P M E N T A G R E E M E N T 

EXHIBIT D 
L E A S E T E R M S 

In accordance with Section 3.3 ofthis Area Development Agreement, Area Developer's lease or 
sublease for the premises of each of the Franchised Studios shall contain terms acceptable to Franchisor, 
which may include (but are not limited to) the following: 

1. The initial term of the lease, or initial term together with renewal terms, will be for not fewer than 
ten (10) years. 

2. A provision stating that the lessor consents to Area Developer's use and display of the Proprietary 
Marks and signage as Franchisor may prescribe from time to time for the Franchised Studio, subject only 
to the provisions of applicable law. 

3. A provision that Area Developer shall have the right to alter, renovate, add, remodel, modify, 
and/or change the premises and/or other improvements upon the premises as Area Developer may deem 
desirable, provided that ifany such alterations, renovations, additions, modifications, remodeling and/or 
changes to the premises and/or improvements upon the premises affect the exterior, structural elements or 
foundation ofthe premises. Area Developer shall first obtain the consent ofthe lessor, which consent 
shall not be unreasonably withheld, conditioned or delayed. 

4. A provision that the premises be used solely for the operation of a franchised Pinot's Palette 
Studio, which is currently: a business offering artistic painting classes, along with related products and 
services, under the name "Pinot's Palette," all as may be permitted under the relevant Franchise 
Agreement signed for the Franchised Studio. 

5. A provision that requires the lessor to concurrently provide Franchisor with a copy of any written 
notice of deficiency under the lease sent to Area Developer, and that the lessor will provide Franchisor 
with written notice specifying deficiencies that Area Developer did not cure. 

6. A provision that grants to Franchisor, in its sole discretion, the right (but not obligation) to cure 
any deficiency under the lease within thirty (30) days after the expiration of the period in which Area 
Developer had to cure any such default should Area Developer fail to do so. 

7. A provision acknowledging that, in the event the Franchise Agreement for the Franchised Studio 
expires or is terminated: (a) Area Developer is obligated under the Franchise Agreement to take certain 
steps to de-identify the location as a Pinot's Palette Studio operated by Area Developer; and (b) the lessor 
will cooperate fully with Franchisor in enforcing such provisions of the Franchise Agreement against the 
Area Developer, including allowing Franchisor, its employees and agents to enter and remove signs, 
decor and materials bearing or displaying any Proprietary Marks, designs or logos ofFranchisor, provided 
that the lessor shall not be required to bear any expense thereoF. 

8. A provision that expressly states that any default under the lease shall constitute a default under 
the Franchise Agreement, and that the termination of the franchise Agreement shall constitute a default 
under the lease. 

9. A provision reserving to Franchisor the right, at Franchisor's election, to receive an assignment of 
the leasehold interest upon termination or expiration of the franchise grant. 

1 
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JO. A provision that expressly requires that, if requested by Franchisor, the lessor ofthe premises will 
provide Franchisor all sales and other information the lessor may have related to the operation ofthe 
Franchised Studio. 

11. Area Developer is restricted from accepting any requirement under the lease that seeks to impose 
any restrictions (territorial or otherwise) on the development or operation of other Pinot's Palette Studios 
by Area Developer, Franchisor, or any other person or entity. 

12. A provision that the lessor agrees that Area Developer may not assign tbe lease or sublease all or 
any part ofits occupancy rights thereunder without Franchisor's prior written consent. 

13. A provision that the lessor's consent to an assignment of the lease or subletting ofthe Premises 
will not be required in connection with an assignment or subletting to Franchisor, or any parent, 
subsidiary or affiliated or parent corporation of Franchisor or Area Developer, or another operator that has 
been approved by Franchisor to be the franchisee for the Franchised Studio. 

14. A provision that prohibits the lessor from selling or leasing, or allowing the sublease of, space in 
the building or on the property to any person or entity for a business offering artistic painting classes, 
along with related products and services. Additionally, the lessor shall not sell and shall prohibit any 
other tenant or subtenant in the building, or on the property, from engaging in a business offering artistic 
painting classes, along with related products and services. In the event lessor does not comply with these 
restrictions. Franchisor will have the right to seek an injunction prohibiting the occupancy by the new 
competing business or against the existing tenant as the case may be. 
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PINOT'S P A L E T T E F R A N C H I S E L L C 
A R E A D E V E L O P M E N T A G R E E M E N T 

EXHIBIT E 
A R E A D E V E L O P E R C E R T I F I C A T I O N 

The undersigned, personally and as an officer(s), member(s) or partner(s) of Area Developer, as 
applicable, does hereby certify that he/she has conducted an independent investigation of the business 
contemplated by this Area Development Agreement and the Pinot's Palette Franchise L L C Franchise 
Agreement, and that the decision to execute the Area Development Agreement was based entirely upon 
the independent investigation by the undersigned; and the undersigned further certifies that he/she has not 
relied upon, in any way, any claims regarding potential sales, income, or earnings to be derived from the 
business contemplated hy the Franchise Agreement and Area Development Agreement, and has not relied 
upon any claims regarding past or current sales, income or earnings of Franchisor or its affiliate or parent 
operated Pinot's Palette Studios that is contrary to or different from the information contained in 
Franchisor's Franchise Disclosure Document. The undersigned further certifies that he/she understands 
the risks involved in this investment and Pinot's Palette Franchise L L C makes no representation or 
guaranty, explicit or implied, that the Area Developer will be successFul or will recoup his/her investment. 

IN WITNESS W H E R E O F , the undersigned have signed and delivered this Certificate this 
day of , 20__. 

AREA DEVELOPER 

B y : _ 
Name: 
Title: 

B y : _ 
Name: 
Title: 

B y : _ 
Name:_ 
Title: " 

B y : _ 
Name:_ 
Title: 

B y : _ 
Name: 
Title: " 

By: 
Name: 
Title: " 

Each ofthe undersigned Principals own a beneficial interest in Area Developer and has read the 
Area Development Agreement, agree to he individually bound by all obligations of Area Developer 
hereunder and certify the foregoing: 

By:_ 
Name: 

By:_ 
Name: 

By: 
Name: 

By:_ 
Name: 

By: 
Name: 

By:_ 
Name: 

Area Deveiopment Agreement-Pinot's Palette-03 



EXHIBIT E 
T A B L E OF CONTENTS OF C O N F I D E N T I A L OPERATIONS M A N U A L 

Total Pages-307 

JUMP START M A N U A L 
SECTION L INTRODUCTION - Pages 1 
SECTION 2. CORPORATE INFORMATION- Pages 1 
SECTION 3. OPENING ROADMAP- Pages 2 
SECTION 4. JUMP START CHECKLIST - Pages 1 
SECTION 5. MISSION, VALUES, AND GOALS - Pages 2 
SECTION 6. ADMINISTRATION - Pages 14 
SECTION 7. OPERATIONS - Pages 1 
SECTION 8. TECHNOLOGY - Pages I 
SECTION 9. MARKETING - Pages 6 
SECTION 10. SITE SELECTION - Pages 4 
SECTION 11. BUILD OUT PREPARATION - Pages 1 
SECTION 12. CONCLUSION-Pages 1 

OPERATIONS M A N U A L V O L U M E I 
INTRODUCTION - Pages 1 1 
SECTION I. 
SECTION 2. 
SECTION 3. 

CORPORATE INFORMATION - Pages 8 
FRANCHISE PRE-OPENING ACTIVITIES- Pages 30 
PURCHASING SUPPLIES - Pages 3 
PRE-OPENING INVENTORY LIST (SEE E X C E L DOCUMENT FOR MORE 
DETAILS)-Pages 15 

SECTION 4. ADMINISTRATIVE M A N A G E M E N T - Pages 23 
SECTION 5. YOUR EMPLOYEES- Pages 33 
SECTION 6. EMPLOYEE TRAINING - Pages 12 
SECTION 7: CONTRACTOR / ARTIST TRAINING - Pages 16 
SECTION 8. MARKETING - Pages 26 
SECTION 9. PUBLIC RELATIONS - Pages 12 
SECTION 10. CONCLUSION- Pages I 

OPERATIONS M A N U A L V O L U M E 2 
INTRODUCTION - Pages 5 
SECTION 1. PINOT'S PALETTE FRANCHISE SERVICES A N D PRODUCTS - Pages 2 

OPERATIONS - Pages 23 
INVENTORY MANAGEMENT: PURCHASING, RECEIVING, AND STORAGE - Pages 7 
CLEANING AND EQUIPMENT M A I N T E N A N C E - Pages 4 
POLICIES AND PROCEDURES - Pages 33 
SAFETY AND SECURITY - Pages 6 
CONCLUSION-Pages 2 

SECTION 2. 
SECTION 3. 
SECTION 4. 
SECTION 5. 
SECTION 6. 
SECTION 7. 
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EXHIBIT F 
LIST OF FRANCHISEES A N D A R E A D E V E L O P E R S 

Franchisees 

Franchisee Address C i t y State Z i p Phone 

A B M Legacy Enterprise, Inc. 1 1525 Cantrell Rd Little Rock A R 72212 501-588-1661 

Samantha Bordelon-Karim and Soral 
Kartm 

10625 N . Tatum B l v d , Ste DI42 Phoenix A Z 85028 480-696-7220 

Create Palette, L L C 410 Sycamore Val ley Rd West Danville C A 94526 925-743-9900 

Sewell Family Enterprises. Inc. 25850 McBean Parkway Valencia C A 91355 661-260-0846 

Artbar, L L C 2479 Park Avenue T ustin C A 92782 714-400-9016 

Corks & Canvas Inc. 8752 Via Media Way Elk Grove C A 95624 916-248-1641 

Commit West, L L C 415 2nd St. Coronado C A 921 18 619-675-0058 

T K C Associates. L L C 159 W. Mountain Ave Tort Coll ins CO 80524 970-214-5208 

Schnurr Thing, L L C 3420 West 32nd Ave Denver C O 80211 720-663-1278 

Paint It Up, Inc. 1572 Central Avenue St. Petersburg T L 33705 727-821-3700 

J B L Pinot Pinellas Inc. 3150 Tampa Rd. , Unit 1 7A Oldsmar FL 34677 727-789-7000 

Blue Sapphire Studios L L C 2451 Cumberland Pkwy., #3488 Atlanta G A 30339 404-477-7858 

Shubhra's Art-Ventures L L C 11720 Medlock Bridge Road 
Suite 175 

Johns Creek G A 30097 770-783-1783 

D S M P P l . L L C 900 42nd St. Des Moines IA 50312 515-277-7651 

Kerry Bowman 6300 Pawnee L n . Asbury IA 52002 563-564-8381 

T W O P A I N T E D L A D I E S , L L C 175 W.Jackson, Suite 123 Naperville IL 60540 331-457-5440 

M M S O K O L L C 201 1 Tower Drive Glen view IL 60026 847-730-5972 

V I N E A R T , INC 5235 W. 1 16th Place Leawood K S 66211 913-451-7466 

Vincar tH, INC 6943 Tomahawk Blvd . Kansas City K S 66208 913-451-7466 

N O E PINOT L O U I S V I L L E , L L C 291 N . Hubbards Lane Louisville K Y 40207 502-409-4572 

Outside the Lines, L L C 3851 Mal l Rd, Suite 1 10 Lexington K Y 40503 859-221-3375 

P N E A U X L A F L L C 2811 Johnston St. La layette L A 70503 337-232-1533 

Reshma Art Palette, L L C 7A Meriam St. Lexington M A 02420 781-862-3200 

Thumper's Splatter, L L C 230 E. Auburn Rochester 
Hi l l s 

M l 48307 248-249-5377 

P A L E T T E S O F F U N , L L C 1641 Clarkson Road Chesterfield M O 63017 636-778-2111 

Y O L O U.S. L L C 2000 South Blvd, #250 Charlotte N C 28203 704-371-4484 

Carole's Transitions of the Triangle, 
L L C 

10410 Moncreiffe Road 
Suite 101 

Raleigh N C 27617 919-391-0258 

Carlee's Palette, L L C 351 Bloomfield Ave Montclair N J 07042 973-744-7500 

Ohio Canvas, Inc. 2826 Miamisburg-Centerville Rd. Dayton O H 45459 937-266-0280 

H U M B L E B E G I N N I N G S , L L C 1621 East 15th Street Tulsa O K 74120 918-794-7333 

H U M B L E B E G I N N I N G S , L L C 300 Riverwalk Terrace, #160 Jenks O K 74037 918-518-5433 
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Barath Enterprises, L L C 149 Shad Hollow Rd. Monaca PA 15061 724-987-8321 

K K B PALETTE, L L C 5040 Sanderlin Ave., #111 Memphis TN 38117 901-761-0012 

CALLIOPE STUDIOS, LLC 3005 South Lamar Blvd. 
Suite B106 

Austin T X 78704 512-326-2746 

Cellar Creations, L L C 16170 City Walk Sugar Land T X 77479 713-893-0923 

FOCLPARTNERS LLC 7959 Broadway, #402 San Antonio T X 78209 210-832-8004 

Lake wood Palette, LLC- 6465 E. Mockingbird Lane 
Suite 430 

Dallas T X 75214 214-827-4668 

M E M Consolidated, L L C 3091 College Park Drive, #123 Tiie 
Woodlands 

T X 77384 936-321-2787 

Pinot Noor's Studio, L L C 1800 Texas Ave S, Suite H College 
Station 

TX 77840 979-696-4300 

The Severed Ear, LLC 322 E Southeast Loop 323, #156 Tyler TX 75701 903-561-2773 

TRE PIGLIE STUDIOS, LLC 124 Prairie Road Fairview TX 75069 972-363-0614 

Uncorked Artists, L L C 2910 Commercial Center Blvd 
Suite 102 

Katy T X 77494 281-769-2961 

Cleansed Palette, LLC 13435 N Highway 1 83, Suite 306 Austin T X 78750 512-249-9672 

Pour Art, LLC 6940 Joyce Way Dallas T X 75225 214-984-8895 

Larson-Youndblood Enterprises LLC 10873 Dixon Branch Dallas T X 75218 612-418-0511 

Jacy Casey & Jeff Hansen 32 W 2nd Ave, Suite 100 Spokane WA 99201 509-290-5098 

Area Developers 

Area Developers Address City State Zip Phone 

Maple Cookie, L L C 2200 Atlantic Street, #109 Stamford CT 06902 203-588-9893 

People-R-People, Inc. 20 Ellis Street Staten Island N Y 10307 718-554-4203 

Art of Life Studio One, L L C 2086 Badlands Dr. Brandon FL 33511 813-618-3064 

Toad's Palette, L L C 2575 South 171st Court Omaha NE 68130 402-884-1236 

Memories in the Making, L L C 2260 Village Walk Dr., Ste 104 Las Vegas NV 89052 702-917-5404 
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EXHIBIT G 
LIST OF FRANCHISEES AND A R E A D E V E L O P E R S W H O H A V E L E F T T H E S Y S T E M 

None. 

F D D - P i n o t ' s P a l c U c - 2 0 l 4 v l 



E X H I B I T H 
F I N A N C I A L S T A T E M E N T S 
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'PINOT'S PALETTE .FRANCHISE, L L C 

FINANCIAL STATEMENTS 

FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012 



PINOT'S P A L E T T E F R A N C H I S E , L L C 

FOR T H E Y E A R S ENDED D E C E M B E R 31, 201 i A N D 2012 

T A B L E OF C O N T E N T S 

Pane No, 

INDEPENDENT AUDITOR'S REPORT 2 

FINANCIAL STATEMENTS 

Balance Sheds 4 

Statements of Income and Members' Equity 5 

SUUcmcnis of Cash Flows 6 

Notes io Financial Statements 7 



David P. Chaney, CPA 
A Professional Corporation 

5151 Katy Freeway 
Suite 3 U 

Houston. TX 77007 
713-868-1174 

INDEPENDENT AUDITOR'S R E P O R T 

To ihe Members: 
Pinof s Falette Franchise. LFC 

Report on the Financial Statements 

1 have audited die accompanying Financial statements of Pinot's Palette Franchise. LLC. (the 
"Company") which comprise the balance sheets as of December 31. 2013 and 2012. and ihe 
related: statements of operations and members' capital, and cash Flow's for the years then ended, 
and die related notes to the financial statements. 

Management's Responsibility far the Finattcial Statements 

Management is responsible for the preparation and fair presentation ofthese financial statements 
in accordance with accounting principles generally accepted in the United Stales of America; this 
includes the design, implementation, and maintenance of the internal control relevant to the 
preparation and fair presentation of the financial statements that are free from material 
misstatement, whether clue to fraud or error. 

A nditor fs Responsibility 

My responsibility is to express an opinion on these financial statements based on my audit. I 
conducted my audit in accordance with auditing standards generally accepted in the United 
States of America. Those standards require thai I plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement. 

An audit involves performing procedures to obtain audit evidence about die amounts and 
disclosures in the Financial statements. 'Fhe procedures selected depend on the auditor's 
judgment, including the assessment of ihe risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity's preparation and fair presentation ofthe financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purposes of expressing an opinion on the effectiveness of ihe entity's internal control. 
Accordingly. 1 express no such opinion. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation ofthe financial statements. 



I believe that the audit evidence 1 have obtained is sufficient and appropriate to provide a basis 
for my audit opinion. 

Opinion 

In my opinion, the financial slatemenls referred to above present fairly, in all material respects, 
the financial position of Pinot's Palette Franchise, LLC. as of December 31, 2013 and 2012, and 
the results of its operations and cash fiows for the years then ended in conformity with 
accounting principles generally accepted in the United States of America. 

Houston, Texc^ 
March 31, 2014 



PINOT'S PALETPE FRANCHISE. EEC 
BALANCESHEETS 

DECEMBER 31. 2013 AND 2012 

ASSETS 

CURRENT ASSETS 
Cash 
Accounts receivable 
Notes receivable, current portion 
Prepaid supplies 

TOTAL CURRENT ASSETS 

LONG T E R M ASSETS 
Security deposit 

TOTAL ASSETS 

LIABILITIES AND M E M B E R S ' EQUITY 

CURRENT LIABILITIES 
Acconnis payable 
Credit card payable 
Accrued liabilities 
Gill cards payable 
Deferred revenue 
Line of credit 

TOTAL CURRENT LIABILITIES 

M E M B E R S ' EQUITY 

2013 2012 

S 304,580 $133,711 

35,451 3,901 
- 15.000 
- 17.729 

340,031 170.343 

366 366 

S 340,397 $ 170,709 

S 15,051 $ 17,556 
29,639 20,710 
8,031 9,980 

216,270 12.843 
337,500 - • 

25,000 -

631,491 61.089 

Managing members' (291,094) 109.620 

TOTAL M E M H E R S ' EQUITY (291,094) 109,620 

TOTAL LIABILITIES AND M E M B E R S ' EQUITY S 340,397 $ 170,709 

See accompanying notes and auditors report. 



F I N O T ' S F A L C T T C F R A N C H I S E , L L C 

S T A T E M E N IS O E IN C O M E A N D M E M B E R S ' E Q U I T Y 

F O R T H E Y E A R S E N D E D D E C E M B E R 31,2013 A N D 2012 

R E V E N U E S 

Franchise sales 

R ova flies 

Marketing 

Merchandise sales 

Training 

Other sales 

T O T A L R E V E N U E S 

C O S T O F G O O D S S O L D 

C R O S S P R O F I T 

E X P E N S E S 

O P E R A 11N G K X P E N S E S 

Advertising 

Bank charges 

Commissions 

Computer 

Consulting 

Employee henefits 

Legal and professional lees 

Management fees 

Meals and entertainment 

Office 

Payroll 

Payroll taxes 

Rents 

Rebates 

Techno logy 

Telephone 

Training 

Travel 

T O T A L O P E R A T I N G E X P E N S E S 

I N C O M E E R O M O P E R A T I O N S 

Interest income 

Interest expense 

N E T I N C O M E 

M E M B E R S ' E Q U I T Y , beginning ol period 

Member contrihutions/rdistributions) 

M E M B E R S ' E Q U I T Y , end of period 

2013 2012 

S 455,000 $495,000 
241,954 50.680 

51,183 13,546 
390,653 125.255 

44,426 13.292 

22,196 6,681 

1,205,412 704,454 

325,052 156,396 

880,360 548.058 

283,383 209,345 

197 658 
1 14,440 108,590 

5,621 4,704 

- 2.659 

19,371 -

50,558 30,167 
- 98,000 

19,323 9,160 

13,922 13,275. 

418,604 -

39,977 -

26.750 8.395 
- (5,293) 

45.666 8.252 

8,285 1.371 

1,727 1.524 

95,939 47,334 

1,143,763 538,141 

(263,403) 9,917 

658 -

(2,969) -

(265,714) 9,917 

109.620 29.702 

(135,000) 70,001 

S (291,094) $ 109.620 

See accompanying notes and auditor's report. 



CASH FLOWS FROM FINANCING ACTIVITIES 
Noies receivable 
Line of credii 
Members' contribulions 
Members* distributions 

NET CASH I>KOVIDED/(US'ED) BY 
FINANCING ACTIVITIES 

NET I NCR EAS VJ{ I) EC R E AS E) IN CASH 

CASH AT BEGINNING OF PERIOD 

CASH AT END OF PERIOD 

P f N O r S PALETTE FRANCHISE, LLC 
STATEIM ENTS OF CASH FLOW'S 

TOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012 

CASH FLOWS FROM OPERATING ACTIVITIES 
Net income/(loss) 
Adjustments to reconcile excess ol"revenues 
over expenses to net cash provided/(used) 
by operating activities: 

Decrease (increase) in: 
Accounts receivable 
Prepaid supplies 

Increase (decrease) in: 
Accounts payable 
Credit card payable 
Accrued liabilities 
Gilt cards payable 
Deierred revenue 
Due to sister company 

NET CASH PROYTl)ED/(LSED) BY 
OPERATING ACTIVITIES 

SUITLEM EN TAI, DISCLOSURE 
Iniereslpaid S 2,969 

2013 2012 
S(265,7t4) % 9,917 

(31,550) (3,901) 
17,729 (6,473) 

(2,506) 16.556 
8,929 9.901 

(1,948) 22,823 
203,427 -
337,5110 -

- (2.609) 

265,867 46.214 

15,000 (15,000) 
25,000 -

- 70.001 
(135,000) -

(95,000) 55,001 

170,867 10L2I5 

133,713 32,498 

S 304,580 $ 133.713 

See accompanying noies and auditor's report. 



PINOT'S P A L E T T E F R A N C H I S E , L L C 
NOTES TO F I N A N C I A L S T A T E M E N T S 

D E C E M B E R 3 L 2013 A N D 2012 

NOTE 1 - N A T U R E OF ACTIVITIES A N D SIGNIFICANT A C C O U N T I N G POLICIES 

Nature of Operations 

Pinof s Palette Franchise. LFC (the Company) is a registered limited liability company organized 
under the laws ofthe state of Texas. It was organized May 5, 2010 in Houston. Texas. The 
Company markets and operates franchise agreements for the 'Pinot's Palette'' themeel art studio. 

list i mates 

The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions thai affect certain reported 
amounts and disclosures. Accordingly, actual results could differ from those estimates. 

Jj}conte_ Taxes 

The Company is treated as a ;*S!' corporation tor federal income tax purposes. Consequently, 
federal income taxes arc not payable by or provided for by the Company. The members are taxed 
individually on their share of the Company's earnings. State income taxes arc accrued and 
expensed as incurred. 

Cash and Cash Equivalents 

For purposes of the statement of cash flows, the Company considers all highly liquid investments 
available for current use with an initial maturity of three months or less to he casb equivalents. 

Concentration of Credit Risk 

Financial instruments that potentially subject the Company to concentrations of credit risk consist 
principally of temporary cash investments, 'fhe Company places it temporary cash investments 
with banks that are FD1C insured. As of December 31, 2013 and 2012. there were no deposits 
that were uninsured. 

Accounts receivable 

Accounts receivable consist of franchisee balances for royalties, merchandise and ancillary 
services. As of December 31, 2013 and 2012, management believes all receivables to be 
collectable. Therefore, no allowance for doubtful accounts has been established. 



PINOT'S P A L E T T E F R A N C H I S E , L L C 
NOTES TO F I N A N C I A L S T A T E M E N T S 

D E C E M B E R 31. 2013 A N D 2012 

Reyci! lie jxcogn iljon 

The Company recognizes franchise sales and area development sales revenue for the sale of 
individual franchised locations and area wide development agreements when all initial services 
have been performed. Transaction fee revenue is recognized monthly when sales reports arc 
submitted bythe franchisees. 

NOTE 2 - CREDIT C A R D P A Y A B L E 

As of December 3 L 2013 and 2012, the Company has a credit card with a commercial bank with 
no preset credit limit. The line of credit is due in full each month and bas no stated interest rate or 
credit limit. 

NOTE 3 - NOT E R E C E I V A B L E 

Note receivable as of December 31. 2012 consisted oftbe Iollowing: 

$1:1,000 note receivable executed December 2012 to a franchisee in monthly 
installments of $1,304.83 until December 2013. Interest is payable monthly at 
8%. The note is secured by the personal assets ofthe franchisee. $15,000 

Interest income for the year ended December 3 1, 2013. was $658 

NOTE 4 - R E L A T E D P A R T Y TRANSACTIONS 

The Company shares an office facility with a related party company. During the year ended 
December 31. 2012. personnel from this related parly performed all of the functions oftbe 
company, for the year ended December 31, 2012. there was a charge from this related party of 
$98,000 for these personnel costs. As of December 31. 2012. there was a payable due to this 
related party of $6,605. 

NOTE 5 - S Y S T E M ADVERTISING FUND 

The Company collects an advertising royalty from its franchisees. Those contributions are 
accounted for separately to fund a franchise wide marketing program. Contributions to this fund 
are not the asset ofthe Company and are not included in revenue. Marketing expenditures from 
this fund arc not shown as an expense item of the Company. For the years ended December 31, 
2013 and 2012, advertising royalties were $66,292 and $10,379, respectively. Marketing 
expenses in excess of the cumulative fund balance are shown as a current period expense. As of 
December 31, 2013 aud 2012, there was $-0- in the system advertising fund. 



PINOT'S P A L E T T E F R A N C H I S E , L L C 
NOTES T O F I N A N C I A L S T A T E M E N T S 

D E C E M B E R 31, 2013 A N D 2012 

NOTE 6 - D E F E R R E D R E V E N U E 

The Company defers revenue from the sales of franchise and area development agreements if 
they are received before all open ing services have been completed. As of December 31, 2013 and 
2012, this totaled $337,500 and S-0-, respectively. 

NOTE 7 - LINE OF CREDIT 

As of December 31. 2013, the Company has a revolving credit agreement with a commercial 
bank. The line of credit provides for casb advances for operating expenditures up to a maximum 
outstanding balance of $200,000 with interest accruing at the prime interest rate plus 1%. fhe 
line is secured by accounts receivable. As of December 31, 2013. the outstanding balance was 
$25,000. The interest rate at December 3 1. 2013 was 5%. 

NOTE S - GIFT CARDS P A Y A B L E 

The Company offers, on a franchise wide basis, gilt cards which can be used for class credits at 
any franchise location. When a gift card is sold, it is treated as deferred revenue. As of 
December 31, 2013 and 2012, the outstanding balance of unused gift cards was $216,270 and 
$I2,X43, respectively. On a periodic basis, a breakage estimate is applied against the balance for 
the estimated unused gift cards, for the years ended December 31, 2013 and 2012. no breakage 
was realized. 
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DAVID P. CHANEY, CPA 
A Professional Corporation 

807 West 9th Street 
Houston, TX 77007 

713-868-1174 

NDEPENDENT A U D I T O R ' S R E P O R T 

To the Members: 
Pinot's Palette Franchise, LLC 

Report on the Financial Statements 

I have audited the accompanying financial statements of Pinot's Palette Franchise, LLC, (the 
"Company1') which comprise the balance sheet as of December 31, 2012 and 2011. and the 
related statements of operations and members' capital, and cash flows for the years then ended, 
and the related notes to the financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation ofthese financial statements 
in accordance with accounting principles generally accepted in the United States of America: this 
includes the design, implementation, and maintenance of the internal control relevant to the 
preparation and fair presentation of the financial statements that are free from material 
misstatement, whether due to fraud or error. 

A uditor 's Responsibility 

My responsibility is to express an opinion on these financial statements based on my audit. I 
conducted my audit in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that I plan and perform thc audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the fmanciai statements, fhe procedures selected depend on the auditor's 
judgment including tbe assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity's preparation and fair presentation ofthe financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purposes of expressing an opinion on the effectiveness ofthe entity's internal control. 
Accordingly, I. express no such opinion. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation ofthe financial statements. 



f believe that the audit evidence f have obtained is sufficient and appropriate to provide a basis 
for my audit opinion. 

Opinion 

In my opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of Pinot's Palette Franchise, L L C , as of December 31. 2012 and 2011, and 
the results of its operations and cash flows for the years then ended in conformity with 
accounting principles generally accepted in the United States of America. 

Houston. Tex 
March 1, 2013 

m 



PINOT'S PALETTE FRANCHISE, L L C 
B A L A N C E SHEET 

D E C E M B E R 31, 2012 AND 2011 

ASSETS 

CURRENT ASSETS 
Cash 
Accounts receivable 
Notes receivable, current portion 
Prepaid supplies 

TOTAL CURRENT ASSETS 

LONG T E R M ASSETS 
Security deposit 

TOTAL ASSETS 

LIABILITIES AND M E M B E R S ' EQUITY 

CURRENT LIABILITIES 
Accounts payable 
Credit card payable 
Accrued liabilities 
Due to sister company 

TOTAL CURRENT LIABILITIES 

M E M B E R S ' EQUITY 

Managing members' 

TOTAL M E M B E R S ' EQUITY 

2012 2011 

S 133,713 $32,498 

3,901 -

15,000 -

17,729 11,256 

170,343 43.754 

366 366 

S 170,709 $44,120 

$ 17,556 $ 1,000 

20,710 10,809 
22,823 -

- 2,609 

61,089 14,418 

109,620 29.702 

109,620 29,702 

S 170,709 $44,120 

Sec accompanying notes and auditor's report. 



PINOT'S P A L E T T E F R A N C H I S E , L L C 
S T A T E M ENT O F I N C O M E A N D M E M B E R S ' E Q U I T Y 

FOR T H E Y E A R S E N D E D D E C E M B E R 31, 2012 A N D 2011 

R E V E N U E S 

Franchise sales 

Royalties 

Marketing 

Merchandise sales 

Other sales 

T O T A L R E V E N U E S 

COST O F G O O D S S O L D 

GROSS PROFIT 

EXPENSES 

O P E R A T I N G E X P E N S E S 
Advertising 
Bank charges 
Computer 
Consulting 
Filing fees 

Legal and professional fees 

Management fees 

Meals and entertainment 

Miscellaneous 

Office 

Rents 

Rebates 

Repairs 

Felephone 

Training 

Travel 

T O T A L O P E R A T I N G E X P E N S E S 

I N C O M E F R O M O P E R A T I O N S 

M E M B E R S ' EQUITY, beginning of period 

Member contributions/(distributbRs) 

M E M B E R S ' EQUITY, endof period 

2012 201 1 

S 495,000 $75,000 
50,680 12,439 
10,379 2,488 

125,255 7,621 
33,519 -

714,833 97,548 

156,396 2.223 

558,437 95,325 

328,314 21,300 
658 595 

12,956 2,463 
2,659 29,876 

- 675 
30,167 8,389 
98,000 6,600 
9,160 1,762 

- ' 4,518 
13,275 914 

8,395 L330 

(5,293) -

- 155 
1,371 1,974 
1,524 -

47,334 894 

548,520 81.445 

9,917 13,880 

29,702 25.822 

70,00.1 (10,000) 

S 109,620 $29,702 

See accompanying notes and auditor's report. 



(366) 

PINOTS PALETTE FRANCHISE, L L C 
STATEMENT OF C A S H FLOWS 

FOR THE YEARS ENDED D E C E M B E R 31, 2012 A N D 2011 

CASH FLOWS FROM OPERATING ACTIVITIES 2012 2011 

Net»:ome/(loss) $ 9,917 $13,880 
Adjustments to reconcile excess of revenues 
over expenses to net cash piovided/(used) 
hy operating activities: 

Decrease (increase) in: 
Accounts l i v a b l e (3,90,) 
Prepaid supplies (6,473) (11,256) 
Security deposits 

Increase (decrease) in: 
Accounts payable 
Credit card payable 
Accrued liabilities 
Due to sister company 

NET CASH PROVU>ED/(USED) B Y 

OPERATING ACTIVITIES 

CASH FLOWS F R O M FINANCING ACTTVTTTES 
Notes receivTiblc 
Men the rs' c onir ib ul io ns 
Members' distributions 

NET CASH PROVIDED/(USEI>) BY 
FIN AN CI N G ACTIVTIT ES 

NET INCREASE/(DECREASE) IN CASH 

CASH AT BEGINNING OF PERIOD 

CASH AT END OF PERIOD 

16,556 1,000 
9,901 10,809 
22,823 -
(2,609) 2,609 

46,214 16,676 

(15,000) 
70,001 -

- (10,000) 

55.001 (10,000) 

101,215 6,676 

32,498 25.822 

5133,713 S 32,498 

Sec accompanying notes and auditor's report. 



PINOT'S P A L E T T E F R A N C H I S E , L L C 
NOTES TO F I N A N C I A L S T A T E M E N T S 

D E C E M B E R 31, 2012 AND 2011 

NOTE 1 - N A T U R E OF ACTIVITIES A N D SIGNIFICANT A C C O U N T I N G POLICIES 

Nature of Operations 

Pinot's Palette Franchise, LLC (the Company) is a registered limited liability company organized 
under the laws ofthe state ofTexas. It was organized May 5, 2010 in flouston. Texas. The 
Company markets and operates franchise agreements tbr the "Finot's Palette" themed art studio. 

Estimates 

The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect certain reported 
amounts and disclosures. Accordingly, actual results could differ from those estimates. 

Income 'Faxes 

The Company is treated as a "S" corporation for federal income lax purposes. Consequently, 
federal income taxes are not payable by or provided for by the Company. The members are taxed 
individually on their share of the Company's earnings. State income taxes are accrued and 
expensed as incurred. 

Cash and Cash Equivalents 

For purposes ofthe statement of cash (lows, the Company considers all highly liquid investments 
available for current use with an initial maturity of three months or less to be cash equivalents. 

Start Up Costs 

The Company expenses as current period charges all start up related expenses. This includes 
legal fees for drafting a franchisee prospectus. 

Revenue recognition 

The Company recognizes franchise fee revenue For the sale of individual franchised locations 
when all initial services have heen performed. Transaction fee revenue is recognized monthly 
when sales reports are submitted by the franchisees. Initial franchise fees recognized for the 
years ended December 31, 2012 and 201 1 were $495,000 and $75,000, respectfully. 



PINOT'S P A L E T T E F R A N C H I S E , L L C 
NOTES T O F I N A N C I A L S T A T E M E N T S 

D E C E M B E R 31, 2012 A N D 2011 

MOTE 2 - CREDIT C A R D P A Y A B L E 

As of December 31, 2012 and 20 M , the Company has a credit card with a commercial hank with 
no preset credit limit. The line of credit is due in full each month and has no stated interest rate. 

NOTE 3 - C O N C E N T R A T I O N OF BUSINESS 

The Company's revenue is derived from the sale of franchise rights, royalties from franchisees 
ami sales of miscellaneous merchandise to franchisees. Tor the year ended December 31, 2011, 
the Company sold three new franchises which accounted for 76.9% of revenue. 

NOTE 4 - NOTE R E C E I V A B L E 

Note receivable consists of the following: 

$15,000 note receivable executed December 2012 to a franchisee in monthly 
installments of $1,304.83 until December 2013. Interest is payable monthly at 
8%. The note is secured hy the personal assets ofthe franchisee. $15,000 

Principal maturities of the note receivable are as follows: 

Year Ending 
December 31. 

2013 15,000 

Interest income for the years ended December 31,2012 and 201 1, was S-0-. 

NOTE 5 - R E L A T E D P A R T Y TRANSACTIONS 

The Company shares an office facility with a related party company and personnel from this 
related party perform all of the functions of the company, for the years ended December 31, 
2012 and 20] 1, there was a charge from tbis related party of $98,000 and $6,600, respectively to 
pay for these personnel costs. As of December 31. 2012 and 2011, there was a payable due to 
this related party of $6,605 and $2,609, respectively. 



R E C E I P T 

(YOUR C O P Y ) 

This Disclosure Document summarizes certain provisions ofthe Franchise Agreement-and other 
information in plain language. Read this Disclosure Document and all agreements carefully. 

If Pinot's Palette Franchise LLC offers you a franchise, we must provide this Disclosure 
Document to you 14 calendar days before you sign a binding agreement with, or make a payment to, the 
franchisor or an affiliate in connection with the proposed franchise sale. 

New York State Law requires a franchisor to provide the franchise Disclosure Document at the 
earlier of the first personal meeting or 10 business days before the execution of the franchise or other 
agreement or the payment of any consideration that relates to the franchise relationship. 

If Pinot's Palette Franchise LLC does not deliver this Disclosure Document on time or i f it 
contains a false or misleading statement, or a material omission, a violation of federal law and state law 
may have occurred and should be reported to the Federal Trade Commission, Washington, DC 20580 and 
the appropriate state agency listed on Exhibit A . 

The name, principal business address and telephone number of each franchise seller offering the 
franchise is as follows: Craig Ceccanti and Charles Willis, Pinot's Palette Franchise LLC, 10333 Harwin 
Drive, Suite 580, Houston, Texas 77036, (713) 777-51 12; and 

The issuance date ofthis Disclosure Document is: April 16, 2014. 

See Exhibit A for our registered agents authorized to receive service of process. 

I have received a Disclosure Document dated April 16, 2014 that included the following Exhibits: 

Exhibit A - State Administrators/Agents for Service of Process 
Exhibit B - State Specific Addendum 
Exhibit C - Franchise Agreement 
Exhibit D - Area Development Agreement 
Exhibit E - Table of Contents of Confidential Operations Manual 
Exhibit F - List ofFranchisees and Area Developers 
Exhibit G - List ofFranchisees and Area Developers Who Have Left the System 
Exhibit H - Financial Statements 

Date Prospective Franchisee 

Printed Name 

PLEASE KEEP THIS COPY FOR YOUR RECORDS. 

FDD-Pinot's Paletie-2014v 1 



R E C E I P T 

(OUR COPY) 

This Disclosure Document summarizes certain provisions of the Franchise Agreement and other 
information in plain language. Read this Disclosure Document and all agreements carefully. 

If Pinot's Palette franchise L L C offers you a franchise, we must provide this Disclosure 
Document to you 14 calendar days before you sign a binding agreement with, or make a payment to, the 
franchisor or an affiliate in connection with the proposed franchise sale. 

New York State Law requires a franchisor to provide the franchise Disclosure Document at the 
earlier of the first personal meeting or 10 business days before the execution of the franchise or other 
agreement or the payment ofany consideration that relates to the franchise relationship. 

If Pinot's Palette Franchise L L C does not deliver this Disclosure Document on time or if it 
contains a false or misleading statement, or a material omission, a violation of federal law and state law 
may have occurred and should be reported to the Federal Trade Commission, Washington, DC 20580 and 
the appropriate state agency listed on Exhibit A. 

The name, principal business address and telephone number of each franchise seller offering the 
franchise is as follows: Craig Ceccanti and Charles Willis, Pinot's Palette Franchise L L C , 10333 Harwin 
Drive, Suite 580, Houston, Texas 77036, (713) 777-51 12; and 

The issuance date of this Disclosure Document is: April 16,2014. 

See Exhibit A for our registered agents authorized to receive service of process. 

1 have received a Disclosure Document dated April 16, 20.14 that included the following Exhibits: 

Exhibit A - State Administrators/Agents for Service of Process 
Exhibit B - State Specific Addendum 
Exhibit C - franchise Agreement 
Exhibit D - Area Development Agreement 
Exhibit E - Table of Contents of Confidential Operations Manual 
Exhibit f - List of Franchisees and Area Developers 
Exhibit G - List of Franchisees and Area Developers Who Have Left the System 
Exhibit H - Financial Statements 

Date Prospective Franchisee 

Printed Name 

PLEASE SIGN THIS COPY OF THE RECEIPT, DATE YOUR SIGNATURE, AND RETURN IT TO 
CRAIG CECCAN TI, PINOT'S PALETTE FRANCHISE L L C , 10333 HARWIN DRIVE, SUITE 580, 
HOUSTON, TEXAS 77036. 

F D D - P i n o r s Palet te-20 l4v l 


