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Complainant,
VS.

Garlic Jim’s Franchise International, Inc. and
Dwayne Northrop,
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OAH Case No.: 2011030530

STIPULATION AND AGREEMENT OF
GARLIC JM’S FRANCHISE
INTERNATIONAL, INC. AND DWAY NE
NORTHROP TO:

(1) DESIST AND REFRAIN FROM
VIOLATION OF THE CALIFORNIA
FRANCHISE INVESTMENT LAW,

(2) PAY CITATIONS, ATTORNEYS FEES
AND COSTSTO COMMISSIONER; and

(3) MAKE PAYMENTS AND PROVIDE
OTHER ANCILLARY RELIEFTO
FRANCHISEES, AS SPECIFIED HEREIN.
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ITISHEREBY STIPULATED BY AND AGREED BETWEEN RESPONDENTS GARLIC
JM’S FRANCHISE INTERNATIONAL, INC. (“GARLIC JM’S’) AND DWAYNE NORTHROP
(“NORTHROP’), AND COMPLAINANT JAN LYNN OWEN, COMMISSIONER OF
CORPORATIONS OF THE STATE OF CALIFORNIA (“COMMISSIONER”), ASFOLLOWS:

RECITALS

A. At al relevant times, Garlic Jim’s was a Washington corporation engaged in business
activities relating to the franchising of Garlic Jim's pizzarestaurants. Garlic Jim’s principal business
addressis 802 134™ St. SW, Suite 130, Everett, Washington 98204.

B. Northrop was president of Garlic Jim’'s at all relevant times,

C. Beginning on August 22, 2005, the Commissioner approved the first of Garlic Jim’'s
franchise registration applications, permitting Garlic JJm’sto offer and sell franchisesin California.
Garlic Jim’s obtained two subsequent franchise registrations, on May 22, 2006 and on April 24, 2007.
Thislast registration expired on April 20, 2008.

D. Garlic Jim’s registrations to offer and sell franchises in California were registered by
the Commissioner pursuant to the Franchise Investment Law of the State of California (California
Corporations Code 88 31100 et seq.). Each registration was approved by the Commissioner only
under adeferral fee condition, pursuant to which Garlic Jim’s and Northrop agreed not to accept
initial franchise fees until their initial obligations to each franchisee had been met. These obligations
included but were not limited to all initial franchisee training, site inspections, and other costs
associated with opening each franchised location.

E. Beginning in February 2006 and continuing until at least April 2008, Garlic Jim’s and
Northrop sold at least twenty-five (25) franchises to investors who either resided in California or
planned to open their Garlic Jim’s restaurant in California. During this period, the Commissioner
allegesthat Garlic Jim’'s and Northrop accepted the initial franchise fees prior to completing all of
their initial obligations.

F. On December 30, 2010, the Commissioner issued against Garlic Jim’s and Northrop:
STATEMENT IN SUPPORT OF: 1) CITATIONS 2) DESIST AND REFRAIN ORDER 3)

CLAIMS FOR ANCILLARY RELIEF. An amended statement was filed on December 6, 2011.
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True and correct copies of the above pleadings are attached as Exhibit A and hereby incorporated
(“Enforcement Action”);

G. Pursuant to the timely request of Garlic Jim’'s and Northrop, a hearing concerning the
allegations set forth in the Commissioner’ s Enforcement Action is presently set for February 27 and
28, 2012, at the Los Angeles Office of Administrative Hearings,

H. Without admitting or denying the charges alleged in the Commissioner’ s Enforcement
Action, Garlic Jim’s and Northrop (the “ Respondents”) seek to resolve the concerns of the
Commissioner and charges alleged in the Enforcement Action by entering into this Stipulation and
Agreement (“Agreement”);

NOW WHEREFORE, in consideration of the foregoing, and the terms and conditions set
forth herein, the Commissioner and the Respondents (“the Parties’) agree as follows.

TERMSAND CONDITIONS

1. Purpose. The purpose of this Agreement isto resolve the concerns of the Commissioner and the
charges alleged in the Enforcement Action in a manner that avoids the expense of a hearing and
possible further court proceedings, isin the public interest, protects investors, and is consistent with
the purposes, policies and provisions of the California Franchise Investment Law (“FIL”).

2. Waiver of Hearing Rights. Solely as set forth in the Enforcement Action, and as otherwise set

forth in this Agreement, Respondents hereby waive the right to a hearing, and to any reconsideration,
appeal, or other right to review which may be afforded pursuant to the FIL, the California
Administrative Procedure Act, the California Code of Civil Procedure, or any other provision of law,

and by waiving such rights, Respondents consent to the Agreement becoming final.

3. Withdrawal of Request for Administrative Hearing. Effective immediately, Respondents
withdraw their request for an administrative hearing on all pending actions referenced herein.

4. Stipulations Not Binding in Third Party Actions. Respondents stipulate to the provisions of this

Agreement solely for the limited purposes of resolving the Enforcement Action. This Agreement
shall have no binding effect in any other case or proceeding. This Agreement is entered into solely as
amatter of compromise of adisputed claim. Respondents do not admit or deny any of the findings or

conduct averred in the Enforcement Action. Nothing in this Agreement, including the waiver of
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rights to appeal or seek reconsideration, shall be considered as an express or implied admission or
denial of any kind. This Agreement isto be construed and treated as a settlement and offer of
compromise pursuant to California Evidence Code section 1152.

5. Stipulation to Desist and Refrain Order. Respondents understand and agree that the Desist and

Refrain Order remainsin full effect and that it cannot make any statement or representation that is
inconsistent with this Agreement or the Desist and Refrain Order. Specifically, Respondents stipul ate
to desist and refrain from the following violations of the FIL:

a. Making material misstatements or omissions in a franchise registration application filed

with the Commissioner in violation of Corporations Code section 31200. Respondents agree
not to violate section 31200 by willfully making any untrue statement of a material fact in any
application, notice or report filed with the Commissioner under the FIL, or willfully omitting
to state in any such application, notice or report any material fact which isrequired to be
stated therein;

b. Making material misstatements or omissions of material fact in the offer or sale of

franchisesin violation of Corporations Code section 31201. Respondents agree not to violate

section 31201 by offering or selling afranchise in this state by means of any written or oral
communication which includes any untrue statement of a material fact or omitsto state a
material fact necessary in order to make the statements made, in light of the circumstances
under which they were made, not misleading;

c. Violating the Commissioner’s condition of registration pursuant to section 31203.

Respondents agree not to violate section 31203 by violating any order of the Commissioner or
condition to the effectiveness of any registration of the offer or sale of franchises; and

d. Making any misrepresentation with the intent to influence the Commissioner’s

administration of the franchise investment law in violation of section 31204. Respondents

agree not to violate section 31204 by knowingly making an untrue statement to the
Commissioner during the course of licensing, investigation, or examination, with the intent to
impede, obstruct, or influence the administration or enforcement of any provision of this

division.
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6. Finality of Desist and Refrain Order. Respondents agree to the finality of the Desist and Refrain

Order and voluntarily waive all rights to reconsideration, appeal, or other rights which may be
afforded pursuant to Corporations Code section 31406, or any other provision of law in connection
with these matters, including but not limited to Government Code sections 11521 and 11523, and any
writ proceeding in accordance with the Code of Civil Procedure. Respondents further agree not to
represent that this Stipulation is awithdrawal of the Desist and Refrain Order, but may represent that
this Agreement is a settlement of, and resolves, the charges alleged by the Commissioner in the
Enforcement Action.

7. Commissioner’s Attorneys’ Fees and Expenses. Respondents hereby agree to pay to the
Commissioner TWELVE THOUSAND FIVE HUNDRED DOLLARS ($12,500) (“Commissioner’s

Costs Payment”) in full satisfaction of the reasonable attorneys' fees and investigative expenses
incurred in the Department’ s investigation and litigation of the Enforcement Action. The
Commissioner’s Costs Payment shall be paid in two installments. The first installment payment of
six thousand two hundred and fifty dollars ($6,250) shall be due on or before June 22, 2012. The
second and final installment payment of six thousand two hundred and fifty dollars ($6,250) is due on
or before July 22, 2012. The Commissioner’s Costs Payment shall be paid by cashier’s check to the
order of the “ California Department of Corporations’ and must be sent via overnight mail delivery to:
Joanne Ross, Corporations Counsel, Department of Corporations, Enforcement Division, 1515 K
Street, Suite 200, Sacramento, California 95814. Payments shall be deemed to be timely made if
received on or before the due date set forth in this paragraph.

8. Payment of Citations. Respondents hereby agree to pay to the Commissioner citations totaling
SEVENTY THOUSAND DOLLARS ($70,000) (“Citation Payment”) in full satisfaction of the

citations assessed in the Enforcement Action. The citations shall be paid by way of five installments.
The first installment payment of fourteen thousand dollars ($14,000) shall be due on or before August
22,2012. The second installment payment of fourteen thousand dollars ($14,000) is due on or before
September 22, 2012. The third installment payment of fourteen thousand dollars ($14,000) isdue on
or before October 22, 2012. The fourth installment payment of fourteen thousand dollars ($14,000)

isdue on or before November 22, 2012. Thefifth and final installment payment of fourteen thousand
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dollars ($14,000) isdue on or before December 22, 2012. The Citation Payment shall be paid by
cashier’s check to the order of the “ California Department of Corporations’ and must be sent via
overnight mail delivery to: Joanne Ross, Corporations Counsel, Department of Corporations,
Enforcement Division, 1515 K Street, Suite 200, Sacramento, California 95814. Payments shall be
deemed to be timely made if received on or before the due date set forth in this paragraph.

9. Failureto Timely Remit Citation or Commissioner’s Costs Payments. Respondents acknowledge

that failure to timely issue any payment pursuant to Paragraph 7 or Paragraph 8 above shall be, unless
cured, a breach of this Agreement and, following written notice thereof from the Commissioner and
five (5) calendar days to cure any such breach, shall be cause for the Commissioner to immediately
revoke any registrations held by, and/or deny any pending application(s) of Respondents, their
successors and assigns, by whatever names they might be known, and/or any company owned or
controlled by Respondents. Respondents hereby waive any notice and hearing rights to contest such
revocations and/or denial(s) which may be afforded under the FIL, the California Administrative
Procedure Act, the California Code of Civil Procedure, or any other provision of law in connection
therewith. If Respondentsfail to make full and timely payment in accordance with Paragraph 7, then
Commissioner’ s costs in the sum of twenty five thousand dollars ($25,000), less all amounts
previously paid under Paragraph 7 of this Agreement, shall be immediately due and payable to the
Department pursuant to the Commissioner’ s Enforcement Action. If Respondents fail to make full
and timely payment in accordance with Paragraph 8, then citations in the sum of one hundred and
forty thousand dollars ($140,000), less all amounts previously paid under Paragraph 8 of this
Agreement, shall be immediately due and payable to the Department pursuant to the Commissioner’s
Enforcement Action. Inthe event of the failure to pay any installment payment pursuant to
Paragraph 7 or Paragraph 8 of this Agreement, Respondents acknowledge that the Commissioner
retains all rights which may be afforded under the FIL, the California Administrative Procedure Act,
the California Code of Civil Procedure, or any other provision of law in connection therewith, to
pursue collection of the full citation amount of one hundred and forty thousand dollars ($140,000)
and the full attorneys’ fees and costs amount of twenty five thousand dollars ($25,000), pursuant to

the Enforcement Action, plus ten percent (10%) interest per annum.
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10. Withdrawal of Pending Franchise Reqgistration. Upon the effectiveness of this Agreement, this

Agreement will also operate as avoluntary withdrawal by Garlic Jim’s of its pending application for
franchise registration filed on or about April 15, 2008. Respondents understand and agree that the
application fee paid with this application will not be refunded.

11. Future Franchise Applications. If Respondents file application(s) for franchise registration

under the FIL, they understand that such application must be made in accordance with the FIL,
including the disclosure document required under Corporations Code section 31114. Respondents
understand that all applications shall be considered for approval pursuant to the provisions of the FIL.
In the event that Respondents, or any affiliate disclosed in Item 1 or principal disclosed in Item 2 of
any franchise application previoudy filed by Respondents, wishes to apply for registration of any
franchise, or any other filing, with the California Department of Corporations, the Enforcement
Action, this Agreement, and Respondents' performance under this Agreement may be considered as a
factor in determining the approval of such registration or application in accordance with the
provisions of the FIL, or any other applicable law.

12. Effect of Breach on Paragraphs 7, 8, and 14 on Future Franchise Filings. The Commissioner

hereby consents to this Agreement provided that all the conditions stipulated or expressed herein are
met. Respondents agree that if they fail to meet the payment terms set forth in Paragraphs 7 and 8 or,
following notice and an opportunity to cure, if applicable, Paragraph 14, the Commissioner will not
allow registration of any future franchise and may revoke any currently registered franchise; and, any
rights to a hearing regarding such registration and to any reconsideration, appeal, or other rights
which may be afforded pursuant to the FIL, the California Administrative Procedure Act, the
California Code of Civil Procedure, or any other provision of law in connection therewith, are hereby
waived.

13. Future Actions by the Commissioner. No future enforcement action shall be brought by the

Commissioner for any act(s) or omission(s) which are based upon the allegations set forth in the
Enforcement Action or for other alleged violations of the FIL which are known to Commissioner as
of the Effective Date of this Agreement and which solely arise out of or relate to the California

Franchisees (as defined below).
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14. Paymentsto California Franchisees. Respondents hereby agree to refund in full al initial

franchise fees paid by each franchisee who was a California resident when they were offered a Garlic
Jim’s franchise and/or were offered or sold a franchise location in California, including but not
limited to those franchisees listed in Exhibit B, (collectively, the “ California Franchisees”).
Respondents understand and agree that al payments must be paid via check. In addition, no credits
or benefits paid to or received by afranchisee shall offset the initial franchise fee refund, except prior
payments via check or wire transfer that the Commissioner has determined to have refunded all or
part of the franchisee sinitial franchise fee. Payments owed to franchisees pursuant to this provision
shall be paid in full to all California Franchisees on or before May 22, 2012. Payment owed to any
California Franchisee that cannot be reasonably located by Respondents by May 22, 2012 shall
escheat to the State of California, pursuant to the provisions of the California Code of Civil
Procedure.

15. Evidence of Payment or Attempted Payment. Respondents shall submit to the Commissioner

cleared checks evidencing payment of initial franchise feesto each California Franchisee. If the
cleared check cannot be reasonably obtained from Respondents' financial institution, Respondents
shall submit a copy of the check and the bank statement showing the check cleared. Inthe
alternative, Respondents may submit an affidavit from a California Franchisee, which states that the
franchisee was repaid theinitial franchise fee (the “ Affidavit”). The Affidavit shall be in the form
attached hereto as Exhibit C. Either the Affidavit, the cleared check, or the bank statement and copy
of the check, for each California Franchisee, shall together be referred to herein as the * Payment
Evidence.” In the event that Respondents are unable to obtain Payment Evidence for any particular
franchisee, Respondents will be deemed to have complied with this section if the Commissioner
determines that the Respondents made the payments.

16. Failureto Timely Make Payments to California Franchisees. Respondents acknowledge that

failure to timely issue any payment pursuant to Paragraph 14 above shall be, unless cured, a breach of
this Agreement and, following written notice thereof from the Commissioner and fifteen (15)
calendar days to cure any such breach or provide the Payment Evidence, shall be cause for the

Commissioner to immediately revoke any registrations held by, and/or deny any pending
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application(s) of Respondents, their successors and assigns, by whatever names they might be known,
and/or any company owned or controlled by Respondents. Respondents hereby waive any notice and
hearing rights to contest such revocations and/or denial(s) which may be afforded under the FIL, the
California Administrative Procedure Act, the California Code of Civil Procedure, or any other
provision of law in connection therewith. 1f Respondentsfail to make complete and timely payment
in strict accord with the terms of Paragraph 14, then Respondents must immediately pay each
California Franchisee the entire amount of the twenty thousand dollars ($20,000) in damages claimed
in the Enforcement Action in addition to refunding in full the initial franchise fees paid by each
California Franchisee.

17. Compliance Reports. Respondents agree to submit a monthly report to the Commissioner listing

the issuance dates and check numbers of all payments made to every California Franchiseein
compliance with Paragraph 14 and 15 (“ Compliance Report”). The Payment Evidence described in
Paragraph 15 above must be included with each Compliance Report for each payment claimed. The
first Compliance Report must be filed with the Commissioner no later than March 22, 2012.
Thereafter, each monthly Compliance Report will be due on or before the twenty-second
(22" day of each month of 2012 until Payment Evidence for every California Franchisee has been
provided. Each Compliance Report after March 22, 2012 shall include a clean, unmarked copy, as
well as a copy showing additions or changes from the previous report. Compliance Reports must be
sent via electronic mail and overnight mail delivery to: Joanne Ross, Corporations Counsel,
Department of Corporations, Enforcement Division, 1515 K Street, Suite 200, Sacramento, California
95814; jross@corp.ca.gov. Compliance Reports shall be deemed to be timely delivered if received
viaelectronic mail and/or overnight delivery on or before the due dates set forth in this paragraph.

18. Service of Agreement to Franchisees. Respondents agree to make all reasonable efforts to serve

acomplete copy of this Agreement, including all Exhibits attached hereto, to each California
Franchisee on or before March 22, 2012 (the “Franchisee Notice”). In connection with the
Compliance Report due on April 22, 2012, Respondents shall provide the Commissioner with alist
identifying the names and addresses of each California Franchisee that was served a copy of this

Agreement in compliance with this provision, and the date on which each was sent, and the status of
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delivery. Serviceis considered satisfactory if sent via certified U.S. Mail, return receipt requested.
Any correspondence that is returned as undeliverable shall also be specified in the reports to the
Commissioner required under this Agreement.

19. Exhibits. The Exhibits attached hereto and incorporated herein are as follows:

Exhibit A isthe Enforcement Action;

Exhibit B isthelist of currently identified California Franchisees,

Exhibit C isthe Affidavit of receipt of refund of theinitial franchise feg;

Exhibit D isthe form Cover Letter and Election Form Respondents agree to send to each
California Franchisee who owns a Franchise Agreement that has not been previously terminated and
who is currently operating a franchised Garlic Jim’s restaurant location (* Open Franchisees’);

Exhibit E isthe form Cover Letter and Election Form Respondents agree to send to each
California Franchisee who owns a Franchise Agreement that has not been previously terminated and
who did not yet open the franchised Garlic Jim’ s restaurant location (“ Unopened Franchisees’) under
the franchise agreement;

Exhibit F isthe form Termination Agreement [No Release of Claims] including Exhibit H-1,
which is the Obligations Which Survive Termination for California Franchisees who elect to
terminate without executing arelease;

Exhibit G isthe form Termination and Release Agreement including Exhibit H-2, whichis
the Obligations Which Survive Termination for California Franchisees who elect to terminate and
execute arelease of claims; and

Exhibit H isthe complete description of the obligations which survive termination of the
Franchise Agreement for California Franchisees who choose to terminate their franchise agreement
without executing arelease (Exhibit H-1) and the compl ete description of the obligations which
survive termination of the Franchise Agreement for California Franchisees who choose to terminate
their franchise agreement and execute arelease of claims (Exhibit H-2).

20. Right of California Franchisees to Terminate Franchise Agreements; Notice.

A. Each Open Franchisee shall have the option to terminate its franchise agreement,

without cost under the franchise agreement, provided that franchisee agreesto comply with the

-10-
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applicable “ Obligations Which Survive Termination,” set forth in Exhibit H and which are attached
hereto and incorporated herein (the “ Obligations Which Survive Termination”).

The Franchisee Notice to the Open Franchisees shall also include a Cover Letter and Election
Form in the form attached hereto as Exhibit D and the form termination agreements (Exhibit F —
Termination Agreement [No Release of Claims] and Exhibit G — Termination and Release
Agreement). The Franchisee Notice to the Open Franchisees shall be sent on or before March 22,
2012 in accordance with Paragraph 18.

B. Each Unopened Franchisee shall also have the option to terminate its franchise
agreement, without cost under the franchise agreement, provided that franchisee agrees to comply
with the applicable “ Obligations Which Survive Termination,” set forth in Exhibit H and which are
attached hereto and incorporated herein.

The Franchisee Notice to the Unopened Franchisees shall also include a Cover Letter and
Election Form in the form attached hereto as Exhibit E and the form termination agreements
(Exhibit F — Termination Agreement [No Release of Claims] and Exhibit G — Termination and
Release Agreement). The Franchisee Notice to the Unopened Franchisees shall be sent on or before
March 22, 2012 in accordance with Paragraph 18.

21. Right of California Franchisees to Terminate Franchise Agreements; Obligations Which Survive

Termination. Respondents are hereby offering to each California Franchisee the option to terminate
its franchise agreement subject to the Obligations Which Survive Termination. The Obligations
Which Survive Termination are the complete and exclusive statement of all the agreements,
conditions, promises, representations, and covenants regarding obligations of the California
Franchisees who choose to terminate their franchise agreement with Garlic im’'s.  The Obligations
Which Survive Termination, the Termination Agreement, and the Termination and Release
Agreement, if applicable, signed by any California Franchisee, supersede all prior and
contemporaneous agreements, negotiations, representations, understandings, and discussions between
and among the Respondents and any terminating California Franchisee. Respondents understand and
agree that the right to terminate is separate and distinct from the mutual release; a franchisee may

elect to terminate without entering into a mutual release. However, afranchisee may, at their

-11-
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discretion, choose to enter a mutual release without regard to Respondents’ preference. Respondents
agree to execute such release. The California Franchisees who elect to terminate their franchise
agreement shall execute and mail to Garlic Jim’s the completed election form and termination
agreement it elects to execute on or before May 8, 2012, and franchisee shall comply with the Post-
Termination Obligations set forth in Exhibit 1 to the termination agreement within fourteen (14) days
of the Effective Date of the applicable termination agreement executed by the franchisee.

22. Termination Agreements and Mutual Releases to Commissioner. On or before June 22, 2012,

Respondents shall provide to the Commissioner a copy of all termination agreements, mutual release
agreements, and election forms executed by California Franchisees, whether executed prior to or after
the Effective Date of this Agreement. In the event Respondents do not receive atermination
agreement or election form from a California Franchisee, Respondents shall provide to the
Commissioner awritten explanation, with relevant documents (such as a copy of any assignment
agreement). Respondents agree to provide to the Commissioner termination agreements or election
forms or other relevant termination evidence for al of the California Franchisee locations
(collectively, the “Termination Evidence’). The Termination Evidence shall be sent via electronic
mail and overnight mail delivery to: Joanne Ross, Corporations Counsel, Department of
Corporations, Enforcement Division, 1515 K Street, Suite 200, Sacramento, California 95814;
jross@corp.ca.gov. The Termination Evidence shall be deemed to be timely delivered if received via
electronic mail and/or overnight delivery on or before the due date set forth in this paragraph.

23. Commissioner’'s Duties. Respondents acknowledge and agree that nothing contained in this

Agreement shall operate to limit the Commissioner’ s ability to assist any other agencies with any
administrative, civil or criminal prosecution brought by any such agency against Respondents based
upon any of the activities alleged in this matter or otherwise. Respondents further agree that this
Agreement shall not bind or otherwise prevent any other federal, state or county agency from the
performance of its duties.

24. Settlement Agreement Coverage. The Parties hereby acknowledge and agree that this

Agreement isintended to constitute afull, final and complete resolution of the Enforcement Action

referenced above.

-12-
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25. Effective Date. This Agreement shall not become effective until the Agreement has been signed
and delivered by all Parties. Subject to the foregoing, the effective date of this Agreement shall be
February 22, 2012 (“Effective Date”). The Commissioner shall file this Agreement with the Office
of Administrative Hearings within five (5) days after execution by the Parties.

26. Full Integration. This Agreement, including the attached Exhibits, is the final written expression

and the complete and exclusive statement of all the agreements, conditions, promises,

representations, and covenants between the Parties with respect to the subject matter hereof, and
supersedes all prior or contemporaneous agreements, negotiations, representations, understandings,
and discussions between and among the Parties, their respective representatives, and any other person
or entity. Each of the Parties represents, warrants, and agrees that in executing this Agreement it has
relied solely on the statements set forth herein and has placed no reliance on any statement,
representation, or promise of any other party, or any other person or entity not expressly set forth
herein, or upon the failure of any party or any other person or entity to make any statement,
representation or disclosure of anything whatsoever. The Parties have included this clause: (1) to
preclude any claim that any party wasin any way fraudulently induced to execute this Agreement;
and (2) to preclude the introduction of parol evidence to vary, interpret, supplement, or contradict the
terms of this Agreement.

27. No Presumption from Drafting. In that the Parties have had the opportunity to draft, review and

edit the language of this Agreement, no presumption for or against any party arising out of drafting
all or any part of this Agreement, or the request or denial of any particular proposed provisionin
negotiations, will be applied in any action relating to, connected, to, or involving this Agreement.
Accordingly, the Parties waive the benefit of California Civil Code section 1654 and any successor or
amended statute, providing that in cases of uncertainty, language of a contract should be interpreted
most strongly against the party who caused the uncertainty to exist.

28. Counterparts. This Agreement may be executed in any number of counterparts by the Parties and
when each party has signed and delivered at |east one such counterpart to the other party, each
counterpart shall be deemed an original and taken together shall constitute one and the same

Aqgreement.

-13-
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29. Modifications and Qualified Integration. No amendment, change or modification of this

Agreement shall be valid or binding to any extent unlessit isin writing and signed by all of the
Parties affected by it.
30. Headings and Governing Law. The headingsto the paragraphs of this Agreement are inserted for

convenience only and will not be deemed a part hereof or affect the construction or interpretation of the
provisions hereof. This Agreement shall be construed and enforced in accordance with and governed

by Californialaw.

31. Independent Legal Advice. Each of the Parties represents, warrants, and agrees that it has
received independent legal advice from an attorney with respect to the advisability of executing this
Agreement.

32. Authority for Settlement. Each party covenants that they possess all necessary capacity and

authority to sign and enter into this Agreement. Each party warrants and represents that such party is
fully entitled and duly authorized to enter into and deliver this Agreement. In particular, and without
[imiting the generality of the foregoing, each party warrants and represents that it is fully entitled to
enter into the covenants, and undertake the obligations set forth herein.

33. Successors and Assigns. This Agreement shall be binding upon and shall inure to the benefit of

the parties and their successors and assigns.
34. Public Record. Respondents acknowledge that this Agreement, and the attachments thereto, isa
public record.

35. Voluntary Agreement. The Parties each represent and acknowledge that he, she or it is executing

this Agreement completely voluntarily and without any duress or undue influence of any kind from
any source.
36. Notices. Notice shall be provided to each party at the following addresses:

If to Respondent: Andrew P. Bleiman, Esqg.
Marks & Klein
1363 Shermer Road, Suite 318
Northbrook, IL 60062
andrew@marksklein.com

Iy
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If to the Commissioner: Joanne Ross, Corporations Counsel

Department of Corporations
1515 K Street, Suite 200
Sacramento, California 95814
jross@corp.ca.gov

IN WITNESS WHEREOF, the Parties hereto have approved and executed this Agreement on

the dates set forth opposite their respective signatures.

Dated:

Dated:

Dated:

Dated:

2/21/12 JAN LYNN OWEN

California Corporations Commissioner

By:
ALAN S. WEINGER
Deputy Commissioner
Enforcement Division

GARLIC JM’S FRANCHISE INTERNATIONAL, INC.

2/21/12 By:
DWAYNE NORTHROP
President and Chief Executive Officer
2/21/12
DWAYNE NORTHRORP, as an Individua
2/21/12 Approved asto form by:

ANDREW P. BLEIMAN, ESQ.
MARKS & KLEIN
Attorneys for Respondents
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EXHIBIT A

February 22, 2012 Stipulation and Agreement of Garlic Jim’s Franchise International, Inc.
and Dwayne Northrop

In the Matter of The California Corporations Commissioner vs. Garlic Jim's Franchise
International, I nc. and Dwayne Northrop, OAH Case No. 2011030530

-16-




State of California - Department of Corporations

© 00 N o o b~ w N P

N N RN N NN NNDND R P PR B R R B R R
0 N O O A WO N P O O 00 N O O A W N B O

PRESTON DuFAUCHARD
California Corporations Commissioner
ALAN S. WEINGER

Deputy Commissioner

JOANNE ROSS (BAR NO. 202338)
Corporations Counsel

Department of Corporations

1515 K Street, Ste. 200

Sacramento, California 95814
Telephone: (916) 324-9687
Facsimile: (916) 445-6985

Attorneys for Complainant

BEFORE THE DEPARTMENT OF CORPORATIONS
OF THE STATE OF CALIFORNIA

In the Matter of THE CALIFORNIA
CORPORATIONS COMMISSIONER,

Complainant,
VS.

GARLIC JM’S FRANCHISE

INTERNATIONAL, INC. and DWAY NE

NORTHROP,

Respondents.

Case No.:
STATEMENT IN SUPPORT OF:
1) CITATIONS

)

)

)

)

)

) 2) DESIST AND REFRAIN ORDER
)

) 3) CLAIMSFORANCILLARY RELIEF
)

)

)

)

)

INTRODUCTION

The California Department of Corporations (“ Department”) is responsible for administering

and enforcing provisions of the California Franchise Investment Law (*FIL”), which isfound at

Corporations Code sections 31000 et seg. The Department is authorized to pursue administrative

actions and remedies against franchisors that violate the FIL in California.

The California Corporations Commissioner (“Commissioner”) finds that Respondents Garlic
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Jm’s Franchise International, Inc., formerly Garlic Jim’s Franchise Corp., both Washington
corporations (collectively “ Garlic Jim’'s’), and Dwayne Northrop (“Northrop”), in his capacity as
president of Garlic Jim'’s, have violated multiple provisions of the FIL.
I
FACTS

Garlic Jim’sis a Washington corporation engaged in business activities relating to the
franchising of restaurants under the trade name “ Garlic Jim’'s Famous Gourmet Pizza.” Garlic Jim’s
offers and sells franchisesin California as well as other states. Garlic Jim’s principal business
address is 802 134™ St. SW, Suite 130, Everett, Washington 98204. Northrop was president of Garlic
Jim’'sat al relevant times.

Beginning on August 22, 2005, the Commissioner approved the first of Garlic Jim’s franchise
registration applications, permitting Garlic Jim’sto offer and sell franchisesin California. Franchise
registrations must be renewed or re-registered annually in order for the franchisor to continue to offer
and sell franchisesin California. The annual filings allow the Commissioner to review the financial
condition and other aspects of the franchisor and franchise offering. Garlic Jim’s obtained two
subsequent franchise registrations, on May 22, 2006 and on April 24, 2007. This last registration
expired on April 20, 2008. The Commissioner approved each of Garlic Jim’s three registrations with
a condition to the effectiveness of the registration (“Deferral Fee Condition”). Each registration was
only effective if this condition was met.

The Commissioner imposed the Deferral Fee Condition on Garlic Jim’sto protect potential
franchiseesin California. The Deferral Fee Condition required Garlic Jim’'sto complete all of its
initial obligations related to each franchise prior to receiving the initial franchise fee for that
franchise. These obligations included completing initial training, conducting site inspection, and
paying for professional fees and certain costs associated with opening each Garlic Jim’s restaurant.
Dwayne Northrop, President of Garlic Jim'’s, declared in awritten and signed affidavit submitted to
the Department that he read and understood the Deferral Fee Condition.

Beginning in February 2006 and continuing until at least April 2008, Garlic Jim’s sold

twenty-five (25) franchises to Californiainvestors. During this period, Garlic Jim’s accepted the
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initial franchise fees prior to completing all of itsinitial obligations, such astraining and site
inspection, under each franchise agreement. In doing so, Garlic Jim’'s and Dwayne Northrop violated
the Deferral Fee Condition.
Il
VIOLATIONS OF CALIFORNIA FRANCHISE INVESTMENT LAW
The Commissioner finds that Respondents Garlic Jim’s and Dwayne Northrop have
committed multiple violations of the California Franchise Investment Law, including, but not limited

to, the following:
A. MATERIAL MISSTATEMENTS OR OMISSIONS IN A FRANCHISE REGISTRATION
APPLICATION FILED WITH THE COMMISSIONER IN VIOLATION OF SECTION
31200

Corporations Code section 31200 provides:

It isunlawful for any person willfully to make any untrue statement of amaterial fact in any
application, notice or report filed with the commissioner under thislaw, or willfully to omit to
state in any such application, notice, or report any material fact which isrequired to be stated
therein, or fail to notify the commissioner of any material change as required by Section 31123.

At various times from August 22, 2005 through April 20, 2008, the Commissioner issued three
franchise registrations to Garlic Jim’s under section 31110 of the Franchise Investment Law, authorizing
Garlic Jim’sto offer and sdll franchisesin California. The Commissioner approved each of Garlic Jim’'s
three registrations only on the condition that al initial obligations to its franchisees were completed prior
to Garlic Jim’s collecting the initia franchise fees associated with the sale of each franchise location.
Garlic Jm’'s agreed to comply with this condition to the effectiveness of registration under the FIL.
Garlic Jim’swillfully made this untrue statement to the Department repeatedly. Even after
acknowledging the condition and declaring that it would comply with it, Garlic Jm’s accepted initial
franchise feesfor at least twenty-five (25) franchise locations without completing itsinitial
obligations for each franchise.

As such, Garlic Jim’s and Dwayne Northrop violated the Deferral Fee Condition to its
registration to offer and sell franchisesin California. Further, the Deferral Fee Condition was a

material condition to the effectiveness of all three registrations. Accordingly, Respondents violated
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section 31200 three times by making the untrue statement that they would comply with the Deferral

Fee Condition in each of their three applications for registration.

B. MATERIAL MISSTATEMENTS OR OMISSIONS OF MATERIAL FACT IN THE OFFER
OR SALE OF FRANCHISES IN VIOLATION OF SECTION 31201

Corporations Code section 31201 provides:

It is unlawful for any person to offer or sell afranchise in this state by means of any written or

oral communication not enumerated in Section 31200 which includes an untrue statement of a

material fact or omitsto state a material fact necessary in order to make the statements made,

in light of the circumstances under which they were made, not misleading.

As stated above, Garlic Jim's obtained twenty-five (25) signed franchise agreements from
Californiaresidents throughout 2006, 2007, and 2008, and accepted the initial franchise fees for each
one prior to fulfilling its obligations. Consequently, Garlic Jim’'s and Dwayne Northrop either
omitted the material fact of the Commissioner’s Deferral Fee Condition when offering and selling to
these prospective franchisees or made the untrue statement of a material fact that the Commissioner’s

Deferral Fee Condition was no longer in effect. As such, Respondents committed twenty-five (25)

violations of section 31201.

C. VIOLATION OF COMMISSIONER’'S CONDITION OF REGISTRATION PURSUANT
TO SECTION 31203

Corporations Code section 31203 provides:

It isunlawful for any person to violate any order of the commissioner or condition to the
effectiveness of the registration of the offer or sale of franchises.

As stated above, the Commissioner approved three of Garlic Jim’s registrations to sell franchises at
various times between August 22, 2005 and April 20, 2008. The Commissioner required Garlic Jim’'s
and Dwayne Northrop to comply with the Deferral Fee Condition as a condition to the effectiveness
of those registrations. The Deferral Fee Condition required Garlic Jim’'sto provide initial training,
site inspection, and professional fees and its costs associated with opening each Garlic Jim's
restaurant prior to collecting theinitial fee for each franchise. Garlic Jim’s accepted the initial
franchise fees for twenty-five (25) franchises prior to completing al of its obligations at each

franchise location. Assuch, Garlic JJm's and Dwayne Northrop violated section 31203 twenty-five
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(25) times between August 2005 and April 2008.
D. MISREPESENTATION WITH INTENT TO INFLUENCE THE COMMISSIONER’S
ADMINSTRATION OF THE FRANCHISE INVSTMENT LAW IN VIOLATION OF
SECTION 31204

Corporations Code section 31204, subsection (b) provides:

It is unlawful for any person to knowingly make an untrue statement to the commissioner
during the course of licensing, investigation, or examination, with the intent to impede,
obstruct, or influence the administration or enforcement of any provision of thisdivision.

As stated above, Garlic Jim’'s and Dwayne Northrop violated the Deferral Fee Condition by
accepting initial franchise fees for twenty-five (25) franchises prior to completing all of their
obligations for each location. In addition to the Deferral Fee Condition, the Commissioner required
Garlic Jim’s President, Dwayne Northrop, to sign an affidavit stating that he had read and understood
the Deferral Fee Condition. Respondents acknowledged the Deferral Fee Condition and signed the
affidavit in order to secure each of the above-mentioned franchise registrations, with knowledge of
their practice of regularly accepting initial franchise feesin violation of the condition, and with intent
to influence the Commissioner’ s decision with respect to all three registrations. As such,
Respondents violated section 31204(b) three times between August 2005 and April 2008.

v
CITATIONS

Corporations Code section 31406 provides:

(a) If, upon inspection or investigation, based upon a complaint or otherwise, the
commissioner has cause to believe that a person is violating any provision of this division or
any rule or order promulgated pursuant to this division, the commissioner may issue acitation
to that person in writing describing with particularity the basis of the citation. Each citation
may contain an order to desist and refrain and an assessment of an administrative penalty not
to exceed two thousand five hundred dollars ($2,500.00) per violation and shall contain
reference to this section, including the provisions of subdivision (c). All penalties collected
under this section shall be deposited in the State Corporations Fund.

(b) The sanctions authorized under this section shall be separate from, and in addition to, al
other administrative, civil, or criminal remedies.

Iy
(c) If within 60 days from the receipt of the citation, the person cited fails to notify the
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commissioner that the person intends to request a hearing as described in subdivision (d), the
citation shall be deemed final.

(d) Any hearing under this section shall be conducted in accordance with Chapter 5
(commencing with Section 11500) of Part | of Division 3 of Title 2 of the Government Code.
(e) After the exhaustion of the review procedures provided for in this section, the
commissioner may apply to the appropriate superior court for a judgment in the amount of the
administrative penalty and order compelling the cited person to comply with the order of the
commissioner. The application shall include a certified copy of the final order of the
commissioner and shall constitute a sufficient showing to warrant the issuance of the
judgment and order.

The foregoing facts establish that Garlic Jim’s and Dwayne Northrop have committed
multiple violations of the Franchise Investment Law in the course of conducting business with no less
than twenty-five (25) California franchises since the initial franchise registration in August 2005.

Pursuant to section 31406, Garlic Jim's and Dwayne Northrop are hereby assessed and
ordered to pay the Commissioner citations of $2,500 for each of three (3) violations of section 31200,
twenty-five (25) violations of section 31201, twenty-five (25) violations of section 31203, and three
(3) violations of 31204. Thetotal citation amount for the fifty-six (56) violations is one hundred and
forty thousand dollars ($140,000), with al payments being due and payable to the Department within
ninety (90) days after this order becomes final.

\%
DESIST AND REFRAIN ORDER

The Commissioner finds that beginning as early as February 2006, Garlic Jim’s and Dwayne
Northrop violated multiple provisions of the Franchise Investment Law, including but not limited to
Corporations Code sections 31200, 31201, 31203, and 31204 as set forth in greater detail herein.

Pursuant to section 31406 of the Corporations Code, Garlic Jim’s and Dwayne Northrop are
hereby ordered to desist and refrain from:

(a) Making material misstatements or omissions in a franchise registration application filed
with the Commissioner in violation of section 31200;

(b) Making material misstatements or omissions by any oral or written communication in the
course of offering or selling franchisesin violation of section 31201;

(c) Violating any order of the commissioner or condition to the effectiveness of the
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4
CLAIMS FOR ANCILLARY RELIEF

Corporations Code section 31408(a) provides:

If the commissioner determinesit isin the public interest, the commissioner may includein
any administrative action brought under this division, including a stop order, aclaim for
ancillary relief, including, but not limited to, a claim for rescission, restitution or
disgorgement or damages on behalf of the persons injured by the act or practice constituting
the subject matter of the action, and the administrative law judge shall have jurisdiction to
award additional relief. The person affected may be required to attend remedial education, as
directed by the commissioner.

CLAIM FOR RESCISSION

The Commissioner has found that Garlic Jim’s and Dwayne Northrop have committed

multiple violations of the Franchise Investment Law. Asaresult, Garlic Jim’'s and Dwayne Northrop
shall afford all franchisees located in Californiathe right to rescind or terminate without penalty any

franchise agreement or related contractual obligation with Garlic Jim’s.

CLAIM FOR RESTITUTION AND DAMAGES
In light of the nature and length of Garlic Jim’'s and Dwayne Northrop’ sviolations of the FIL,

Garlic Jm's and Dwayne Northrop shall:

(a) Pay restitution to every California franchisee in the amount of the full franchise fee

collected from each franchisee within ninety (90) days after this order becomes final; and

(b) Pay twenty thousand dollars ($20,000) in damages, or according to proof, to each

franchisee owner of every franchise opened in California, whether or not still open.

OTHER RELIEF

Perform all obligations promised to franchisees at each currently open franchised location

in Cdifornia.

CLAIM FOR COMPLAINANT’S COSTS
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Corporations Code section 31408(b) provides:

In an administrative action brought under this part the commissioner is entitled to recover
costs, which in the discretion of the administrative law judge may include any amount
representing reasonabl e attorney’ s fees and investigative expenses for the services rendered,
for deposit into the State Corporations Fund for the use of the Department of Corporations.

Garlic Jim’s and Dwayne Northrop shall pay reasonable attorney’ s fees and investigative
expenses incurred by the Department of Corporationsin investigating and enforcing the FIL in this
matter, in the discretion of the administrative law judge or in the amount of twenty-five thousand
dollars ($25,000).

VIl
CONCLUSION

Based upon the foregoing findings, the California Corporations Commissioner has found that
Garlic Jim’s and Dwayne Northrop violated multiple provisions of the California Franchise
Investment Law and has issued this Desist and Refrain Order, Citations, and Claims for Ancillary
Relief.

WHEREFORE, the California Corporations Commissioner finds the foregoing orders and
claims necessary, in the public interest, for the protection of investors, and consistent with the

purposes, policies, and provisions of the California Franchise Investment Law.

Dated: December 30, 2010

Los Angeles, California PRESTON DuFAUCHARD
California Corporations Commissioner

By
ALAN S. WEINGER
Deputy Commissioner
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PRESTON DuFAUCHARD
California Corporations Commissioner
ALAN S. WEINGER

Deputy Commissioner

JOANNE ROSS (BAR NO. 202338)
Corporations Counsel

Department of Corporations

1515 K Street, Ste. 200

Sacramento, California 95814
Telephone: (916) 324-9687
Facsimile: (916) 445-6985

Attorneys for Complainant

BEFORE THE DEPARTMENT OF CORPORATIONS
OF THE STATE OF CALIFORNIA

In the Matter of THE CALIFORNIA
CORPORATIONS COMMISSIONER,

Complainant,
VS.

GARLIC JM’S FRANCHISE

INTERNATIONAL, INC. and DWAY NE

NORTHROP,

Respondents.

OAH Case No.: 2011030530
AMENDED STATEMENT IN SUPPORT OF:
4) CITATIONS

)

)

)

)

)

) 5) DESIST AND REFRAIN ORDER
)

) 6) CLAIMSFORANCILLARY RELIEF
)

)

)

)

)

INTRODUCTION

The California Department of Corporations (“ Department”) is responsible for administering

and enforcing provisions of the California Franchise Investment Law (*FIL”), which isfound at

Corporations Code sections 31000 et seg. The Department is authorized to pursue administrative

actions and remedies against franchisors that violate the FIL in California

The California Corporations Commissioner (“Commissioner”) finds that Respondents Garlic
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Jm’s Franchise International, Inc., formerly Garlic Jim’s Franchise Corp., both Washington
corporations (collectively “ Garlic Jim’'s’), and Dwayne Northrop (“Northrop”), in his capacity as
president of Garlic Jim'’s, have violated multiple provisions of the FIL.
I
FACTS

Garlic Jim’sis a Washington corporation engaged in business activities relating to the
franchising of restaurants under the trade name “ Garlic Jim’'s Famous Gourmet Pizza.” Garlic Jim’s
offers and sells franchisesin California as well as other states. Garlic Jim’s principal business
address is 802 134™ St. SW, Suite 130, Everett, Washington 98204. Northrop was president of Garlic
Jim’'sat al relevant times.

Beginning on August 22, 2005, the Commissioner approved the first of Garlic Jim’s franchise
registration applications, permitting Garlic Jim’sto offer and sell franchisesin California. Franchise
registrations must be renewed or re-registered annually in order for the franchisor to continue to offer
and sell franchisesin California. The annual filings allow the Commissioner to review the financial
condition and other aspects of the franchisor and franchise offering. Garlic Jim’s obtained two
subsequent franchise registrations, on May 22, 2006 and on April 24, 2007. This last registration
expired on April 20, 2008. The Commissioner approved each of Garlic Jim’s three registrations with
a condition to the effectiveness of the registration (“Deferral Fee Condition”). Each registration was
only effective if this condition was met.

The Commissioner imposed the Deferral Fee Condition on Garlic Jim’sto protect potential
Californiafranchisees. The Deferral Fee Condition required Garlic Jim’sto complete all of itsinitial
obligations related to each franchise prior to receiving the initial franchise fee for that franchise.
These obligations included completing initial training, conducting site inspection, and paying for
professional fees and certain costs associated with opening each Garlic Jim’s restaurant. Dwayne
Northrop, President of Garlic Jim’s, declared in awritten and signed affidavit submitted to the
Department that he read and understood the Deferral Fee Condition.

Beginning in February 2006 and continuing until at least April 2008, Garlic Jim’'s sold at least

twenty-five (25) franchises to Californiainvestors. During this period, Garlic Jim’s accepted the
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initial franchise fees prior to completing all of itsinitial obligations, such astraining and site
inspection, under each franchise agreement. In doing so, Garlic Jim’'s and Dwayne Northrop violated
the Deferral Fee Condition.
Il
VIOLATIONS OF CALIFORNIA FRANCHISE INVESTMENT LAW
The Commissioner finds that Respondents Garlic Jim’s and Dwayne Northrop have
committed multiple violations of the California Franchise Investment Law, including, but not limited

to, the following:
A. MATERIAL MISSTATEMENTS OR OMISSIONS IN A FRANCHISE REGISTRATION
APPLICATION FILED WITH THE COMMISSIONER IN VIOLATION OF SECTION
31200

Corporations Code section 31200 provides:

It isunlawful for any person willfully to make any untrue statement of amaterial fact in any
application, notice or report filed with the commissioner under thislaw, or willfully to omit to
state in any such application, notice, or report any material fact which isrequired to be stated
therein, or fail to notify the commissioner of any material change as required by Section 31123.

At various times from August 22, 2005 through April 20, 2008, the Commissioner issued three
franchise registrations to Garlic Jim’s under section 31110 of the Franchise Investment Law, authorizing
Garlic Jim’sto offer and sdll franchisesin California. The Commissioner approved each of Garlic Jim’'s
three registrations only on the condition that al initial obligations to its franchisees were completed prior
to Garlic Jim’s collecting the initia franchise fees associated with the sale of each franchise location.
Garlic Jm’'s agreed to comply with this condition to the effectiveness of registration under the FIL.
Garlic Jim’swillfully made this untrue statement to the Department repeatedly. Even after
acknowledging the condition and declaring that it would comply with it, Garlic Jm’s accepted initial
franchise feesfor at least twenty-five (25) franchise locations without completing itsinitial
obligations for each franchise.

As such, Garlic Jim’s and Dwayne Northrop violated the Deferral Fee Condition to its
registration to offer and sell franchisesin California. Further, the Deferral Fee Condition was a

material condition to the effectiveness of all three registrations. Accordingly, Respondents violated
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section 31200 three times by making the untrue statement that they would comply with the Deferral

Fee Condition in each of their three applications for registration.

C. MATERIAL MISSTATEMENTS OR OMISSIONS OF MATERIAL FACT IN THE OFFER
OR SALE OF FRANCHISES IN VIOLATION OF SECTION 31201

Corporations Code section 31201 provides:

It is unlawful for any person to offer or sell afranchise in this state by means of any written or
oral communication not enumerated in Section 31200 which includes an untrue statement of a
material fact or omitsto state a material fact necessary in order to make the statements made,
in light of the circumstances under which they were made, not misleading.

As stated above, Garlic Jim's obtained at least twenty-five (25) signed franchise agreements
from California residents throughout 2006, 2007, and 2008, and accepted the initial franchise fees for
each one prior to fulfilling its obligations. Consequently, Garlic Jim’'s and Dwayne Northrop either
omitted the material fact of the Commissioner’s Deferral Fee Condition when offering and selling to
these prospective franchisees or made the untrue statement of a material fact that the Commissioner’s

Deferral Fee Condition was no longer in effect. As such, Respondents committed at |east twenty-five

(25) violations of section 31201.

E. VIOLATION OF COMMISSIONER’'S CONDITION OF REGISTRATION PURSUANT
TO SECTION 31203

Corporations Code section 31203 provides:

It isunlawful for any person to violate any order of the commissioner or condition to the

effectiveness of the registration of the offer or sale of franchises.
As stated above, the Commissioner approved three of Garlic Jim'’ s registrations to sell franchises at
various times between August 22, 2005 and April 20, 2008. The Commissioner required Garlic Jim’'s
and Dwayne Northrop to comply with the Deferral Fee Condition as a condition to the effectiveness
of those registrations. The Deferral Fee Condition required Garlic Jim’sto provide initial training,
site inspection, and professional fees and its costs associated with opening each Garlic Jim’'s
restaurant prior to collecting the initial fee for each franchise. Garlic Jim’s accepted theinitial
franchise fees for at least twenty-five (25) franchises prior to completing al of its obligations at each

franchise location. Assuch, Garlic JJm’'s and Dwayne Northrop violated section 31203 twenty-five
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(25) times between August 2005 and April 2008.
F. MISREPESENTATION WITH INTENT TO INFLUENCE THE COMMISSIONER’S
ADMINSTRATION OF THE FRANCHISE INVSTMENT LAW IN VIOLATION OF
SECTION 31204

Corporations Code section 31204, subsection (b) provides:

It is unlawful for any person to knowingly make an untrue statement to the commissioner
during the course of licensing, investigation, or examination, with the intent to impede,
obstruct, or influence the administration or enforcement of any provision of thisdivision.

As stated above, Garlic Jim’'s and Dwayne Northrop violated the Deferral Fee Condition by
accepting initial franchise feesfor at least twenty-five (25) franchises prior to completing all of their
obligations for each location. In addition to the Deferral Fee Condition, the Commissioner required
Garlic Jim’s President, Dwayne Northrop, to sign an affidavit stating that he had read and understood
the Deferral Fee Condition. Respondents acknowledged the Deferral Fee Condition and signed the
affidavit in order to secure each of the above-mentioned franchise registrations, with knowledge of
their practice of regularly accepting initial franchise feesin violation of the condition, and with intent
to influence the Commissioner’ s decision with respect to al three registrations. As such,
Respondents violated section 31204(b) three times between August 2005 and April 2008.

v
CITATIONS

Corporations Code section 31406 provides:

(a) If, upon inspection or investigation, based upon a complaint or otherwise, the
commissioner has cause to believe that a person is violating any provision of this division or
any rule or order promulgated pursuant to this division, the commissioner may issue a citation
to that person in writing describing with particularity the basis of the citation. Each citation
may contain an order to desist and refrain and an assessment of an administrative penalty not
to exceed two thousand five hundred dollars ($2,500.00) per violation and shall contain
reference to this section, including the provisions of subdivision (c). All penalties collected
under this section shall be deposited in the State Corporations Fund.

(b) The sanctions authorized under this section shall be separate from, and in addition to, all
other administrative, civil, or crimina remedies.

(c) If within 60 days from the receipt of the citation, the person cited fails to notify the
commissioner that the person intends to request a hearing as described in subdivision (d), the
citation shall be deemed final.

(d) Any hearing under this section shall be conducted in accordance with Chapter 5
(commencing with Section 11500) of Part | of Division 3 of Title 2 of the Government Code.
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(e) After the exhaustion of the review procedures provided for in this section, the
commissioner may apply to the appropriate superior court for a judgment in the amount of the
administrative penalty and order compelling the cited person to comply with the order of the
commissioner. The application shall include a certified copy of the final order of the
commissioner and shall constitute a sufficient showing to warrant the issuance of the
judgment and order.

The foregoing facts establish that Garlic Jim’s and Dwayne Northrop have committed
multiple violations of the Franchise Investment Law in the course of conducting business with no less
than twenty-five (25) California franchises since the initial franchise registration in August 2005.

Pursuant to section 31406, Garlic Jim’'s and Dwayne Northrop are hereby assessed and
ordered to pay the Commissioner citations of $2,500 for each of three (3) violations of section 31200,
twenty-five (25) violations of section 31201, twenty-five (25) violations of section 31203, and three
(3) violations of 31204. Thetotal citation amount for the fifty-six (56) violations is one hundred and
forty thousand dollars ($140,000), with al payments being due and payable to the Department within
ninety (90) days after this order becomes final.

\%
DESIST AND REFRAIN ORDER

The Commissioner finds that beginning as early as February 2006, Garlic Jim’s and Dwayne
Northrop violated multiple provisions of the Franchise Investment Law, including but not limited to
Corporations Code sections 31200, 31201, 31203, and 31204 as set forth in greater detail herein.

Pursuant to section 31406 of the Corporations Code, Garlic Jim's and Dwayne Northrop are
hereby ordered to desist and refrain from:

(a) Making material misstatements or omissions in a franchise registration application filed
with the Commissioner in violation of section 31200;

(b) Making material misstatements or omissions by any oral or written communication in the
course of offering or selling franchisesin violation of section 31201;

(c) Violating any order of the commissioner or condition to the effectiveness of the
registration of the offer or sale of franchises in violation of section 31203; and

(d) Knowingly making untrue statements to the commissioner during the course of licensing,
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investigation, or examination, with the intent to influence the administration or enforcement of the
Franchise Investment Law in violation of section 31204.
VI
CLAIMS FOR ANCILLARY RELIEF

Corporations Code section 31408(a) provides:

If the commissioner determinesit isin the public interest, the commissioner may includein
any administrative action brought under this division, including a stop order, aclaim for
ancillary relief, including, but not limited to, aclaim for rescission, restitution or
disgorgement or damages on behalf of the personsinjured by the act or practice constituting
the subject matter of the action, and the administrative law judge shall have jurisdiction to
award additional relief. The person affected may be required to attend remedial education, as
directed by the commissioner.

CLAIM FOR RESCISSION

The Commissioner has found that Garlic Jim’s and Dwayne Northrop have committed
multiple violations of the Franchise Investment Law. Asaresult, Garlic Jim’'s and Dwayne Northrop
shall afford all franchisees who were located in California at the time Garlic Jim’s offered or sold
franchise(s) to them, and franchisees who purchased the right to open franchised locations in
California, (collectively, “ California Franchisees’) the right to rescind or terminate without penalty
any franchise agreement or related contractual obligation with Garlic Jim’s.

CLAIM FOR RESTITUTION AND DAMAGES

In light of the nature and length of Garlic Jim’'s and Dwayne Northrop’ sviolations of the FIL,
Garlic Jm's and Dwayne Northrop shall:

(c) Pay restitution to every California Franchisee in the amount of the full franchise fee
collected from each California Franchisee within ninety (90) days after this order becomesfinal; and
(d) Pay twenty thousand dollars ($20,000) in damages, or according to proof, to each
California Franchisee, whether or not such franchisee opened a franchise and whether or not such

franchise is still open.
111
111
OTHER RELIEF
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Perform all obligations promised to franchisees at each currently open franchised location
in Cdifornia.
CLAIM FOR COMPLAINANT'SCOSTS

Corporations Code section 31408(b) provides:

In an administrative action brought under this part the commissioner is entitled to recover
costs, which in the discretion of the administrative law judge may include any amount
representing reasonabl e attorney’ s fees and investigative expenses for the services rendered,
for deposit into the State Corporations Fund for the use of the Department of Corporations.

Garlic Jim’s and Dwayne Northrop shall pay reasonable attorney’s fees and investigative
expenses incurred by the Department of Corporationsin investigating and enforcing the FIL in this
matter, in the discretion of the administrative law judge or in the amount of twenty-five thousand
dollars ($25,000).

VIl
CONCLUSION

Based upon the foregoing findings, the California Corporations Commissioner has found that
Garlic Jim's and Dwayne Northrop violated multiple provisions of the California Franchise
Investment Law and has issued this Desist and Refrain Order, Citations, and Claims for Ancillary
Relief.

WHEREFORE, the California Corporations Commissioner finds the foregoing orders and
claims necessary, in the public interest, for the protection of investors, and consistent with the

purposes, policies, and provisions of the California Franchise Investment Law.

Dated: December 6, 2011
Los Angeles, California PRESTON DuFAUCHARD
California Corporations Commissioner

By

ALAN S. WEINGER
Deputy Commissioner
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EXHIBIT B

February 22, 2012 Stipulation and Agreement of Garlic Jim’s Franchise I nternational, Inc. and
Dwayne Northrop
In the Matter of The California Corporations Commissioner vs. Garlic Jim’'s Franchise

International, Inc. and Dwayne Northrop, OAH Case No. 2011030530
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Wn

©ooN O A

11.
12.
13.
14.
15.
16.
17.
18.
19.

20.
21.

22.

23.

24,

25.

26.

27.

NAM E
(Initials of Franchisee)

LOCATION
(City wher e franchise located)

JA.

T.G.
T.G.

CMK
CMK
CMK
CMK
CMK
CMK

D.R. & SW.

HK. & I.K.

K.K.

T.C.
T.C.

S.S. (SE.)
JU.

D.W.
VA.

SM.

JH.

Palmdale, CA

Redondo Beach, CA
Manhattan Beach, CA

Orange County, CA
Orange County location 2
Orange County location 3
Orange County location 4
Orange County location 5
Orange County location 6
Seal Beach, CA

Glendae, CA

Pasadena, CA

Rancho Cucamonga, CA
Chino Hills, CA
Vaencia, CA

Stevenson Ranch, CA
Canyon Country, CA
South Pasadena, CA
Ladera, CA

Thousand Oaks, CA
Simi Valley, CA

MarinaDel Rey, CA
Granada Hills, CA
Woodland Hills, CA
Unknown

Phoenix, AZ

Idaho
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EXHIBIT C

February 22, 2012 Stipulation and Agreement of Garlic Jim’s Franchise I nternational, Inc. and
Dwayne Northrop
In the Matter of The California Corporations Commissioner vs. Garlic Jim's Franchise

International, Inc. and Dwayne Northrop, OAH Case No. 2011030530
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AFFIDAVIT

l, am or was a franchisee, or officer of a business entity
franchisee, in the Garlic Jim’s Franchise International, Inc. (*Garlic Jim’'s”) franchise system. |
hereby affirm that | have received via check or wire transfer the full refund of theinitial franchisee
fees| paid after | executed my franchise agreement(s) with Garlic Jim’s.

| declare under penalty of perjury under the laws of the State of Californiathat the foregoing is true
and correct to the best of my knowledge.

PRINTED NAME Franchisee signature

Executed on 2012, at County, (state).

If the Franchisee is abusiness entity, | am an authorized representative of the Franchisee, and
| am authorized to execute this Election Form.

Signature (Garlic Jim’s Franchisee or Director and Officer of Garlic Jim’s Franchisee if the Garlic
Jim’s Franchisee is a corporation or other business entity)

PRINTED NAME TITLE

PRINTED NAME OF FRANCHISEE ENTITY

Executed on 2012, at County, (state).
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EXHIBIT D

February 22, 2012 Stipulation and Agreement of Garlic Jim’s Franchise I nternational, Inc. and
Dwayne Northrop
In the Matter of The California Corporations Commissioner vs. Garlic Jim's Franchise

International, Inc. and Dwayne Northrop, OAH Case No. 2011030530
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ELECTION FORM (OPEN LOCATION)

Name(s) of Garlic Jim’'s Franchisee: (“Franchisee”)

Contact Person (if Garlic Jim’s Franchisee is a corporate entity):

Franchisee Street Address, City, State and Zip Code:

Store Address and Location:

Area Code/Phone Number(s): Email Address(es):

READ THISCAREFULLY AND SELECT ONE (AND ONLY ONE) OF THE FOLLOWING
OPTIONSBY PLACING AN “X” IN SPACE PROVIDED

Pursuant to the February 22, 2012 Stipulation and Agreement of Garlic Jim’s Franchise
International, Inc. and Dwayne Northrop In the Matter of The California Corporations
Commissioner vs. Garlic Jim’'s Franchise I nternational, I nc. and Dwayne Northrop, OAH Case
No. 2011030530, the Franchisee identified above elects as follows:

____ OPTION #1 — Franchisee wishes to continue operating a Garlic Jim’s Franchise
International, Inc. franchised restaurant location at the location specified above pursuant to the
terms and conditions of the franchise agreement with Garlic Jim’s.

____ OPTION #2 — Franchisee wishes to terminate the Franchise Agreement with Garlic
Jim’sand sign a mutual release of all claims.

____ OPTION #3 - Franchisee wishesto terminate the Franchise Agreement with Garlic
Jim’s but does not wish to sign a mutual release of all claims.

DECLARATION SUPPORTING ELECTION

| declare, under penalty of perjury, asfollows:

My nameis:

[PRINT NAME]

| am an authorized representative of the Franchisee, and | am authorized to execute this Election Form.

Date:
Signature (Garlic Jim’s Franchisee or Director and Officer of Garlic Jm's Franchiseeif the
Garlic Jim’'s Franchisee is a corporation or other business entity)

PRINTED NAME TITLE
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PLEASE CONTACT JOANNE ROSSOF THE CALIFORNIA DEPARMENT OF CORPORATIONSAT
[ross@corp.ca.gov or 916-324-9687 WITH ANY QUESTIONS AND/OR FOR ADDITIONAL INF
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VIA CERTIFIED MAIL RETURN RECEIPT REQUESTED

March __, 2012

[Franchisee Name]
[Franchisee Address]

RE: InrecCalifornia Department of Corporations Action
Offer of Option to Terminate Franchise Agreement
(Open Franchised L ocation)

Dear

We are pleased to advise you that we have reached a settlement with the California Department of
Corporations (“Department”) to resolve the pending issues which the Department raised several years
ago. Pursuant to our agreement with the Department, you will be refunded the initial franchise fee
which you paid to Garlic Jim’'s Franchise International, Inc. (*Garlic Jim's”). The refund will be
issued to you on or before May 22, 2012.

In addition, as part of our resolution with the Department, you have the option to terminate your
Franchise Agreement and operate your store independently. (Please note that you will recelve a
refund of your initial franchise fee whether or not you exer cise your option to terminate the
Franchise Agreement.)

Y ou have until May 8, 2012 to make your election on the enclosed Election Form.

If you choose to terminate your Franchise Agreement and operate as an independent, you will have
the choice to execute either the: (1) the Termination Agreement [No Release of Claims]; or (2) the
Termination and Release Agreement. If you elect to terminate, once again, you must sign and
retur n the applicable termination agreement you choose no later than May 8, 2012.

The Termination and Release Agreement contains a general mutual release of claims whereas the
Termination Agreement [No Release of Claims] does not contain arelease. If you wish to terminate
your Franchise Agreement, you must select one of these two termination agreements.

In the event that you choose to terminate your Franchise Agreement without the mutual release
language, both you and Garlic Jim’s may be able to pursue and assert claims and causes of action
which you might possess against each other.

If you execute the Termination Agreement and Mutual Release, both you and Garlic Jim’'s are
agreeing to release any and all claims which you may possess against one another.
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Importantly, please note that if you decide to terminate your Franchise Agreement by signing the
Termination and Release Agreement or the Termination Agreement [No Release of Claims], you will
still berequired to comply with the Obligations Which Survive Termination, which are set
forth on Exhibit 1 to both of the forms of ter mination agreement enclosed with thisletter.

Although you will be able to continue operating your restaurant at your location using the phone
numbers you are currently using, if you choose to terminate your Franchise Agreement, within
fourteen (14) days of signing the applicable termination agreement, you are required to:

Return all information and manuals furnished by Garlic Jim’s, together with al other material
containing trade secrets, operating instructions or business practices, including any and all copies
thereof;

Discontinue all use of Garlic Jim’ s trademarks and related trade names, the use of any and all signs
and paper goods bearing said trademarks or trade names, or any reference whatsoever to Garlic Jim's,
Garlic Jm's trademarks or Garlic Jim'’ s trade names,

Cause al social medialistings, telephone listings in any forum (including telephone books or on the
internet) or other advertising and marketing materials referencing the Garlic Jim’s location to be
removed, taken down and/or changed;

De-identify your store by repainting the exterior, removing al Garlic Jim'’s signage, repainting and
redecorating the interior of the building so that it is clear to the public that the location is not a Garlic
Jm’sor part of the Garlic Jim's system;

Not make use of any of the trade secrets, methods of operation, or information received from Garlic
Jm’s; and

Prepare a new menu which does not utilize Garlic Jim’s pizza names (which contain Garlic Jim’'s
trademarks and trade names) and other offerings at the store location.

Once again, the Obligations Which Survive Termination are set forth on Exhibit 1 to the forms of
termination agreement enclosed with this |etter.

Please be advised that if you execute the applicable termination agreement prior to the May 8, 2012
deadline, you will be required to comply with the post-termination obligations set forth in the
Obligations Which Survive Termination within fourteen (14) days of the date of your execution of
the termination agreement. For example, if you elect to terminate and execute the termination
agreement on April 1, 2012, you are required to comply with the post-termination obligations set
forth in the Obligations Which Survive Termination on or before April 15, 2012.

Pursuant to our agreement with the Department, you have until May 8, 2012 to make your
election toremain asa Garlic Jim’sfranchisee or not, and, if you do not wish to continue asa
Garlic Jim’sfranchisee, to sign and return the applicable termination agreement. If you decide
you are electing to stay in the system (which we hope you will do), please complete the enclosed
Election Form reflecting that decision and return it to us at your earliest opportunity.

If you have any questions, please contact me at 425-918-1900 or dwayne@garlicjims.com.
Alternatively, you may contact Joanne Ross of the California Department of Corporations at 916-
324-9687 or jross@corp.ca.gov.
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We are committed to growing the Garlic Jim's system in the State of California, improving our
relations with California franchisees and expanding the Garlic Jim’s system and brand. We hope that
you choose to remain with Garlic Jim’s as a franchisee.

Sincerely,

Dwayne Northrop

Enclosures
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EXHIBIT E

February 22, 2012 Stipulation and Agreement of Garlic Jim’s Franchise International, Inc. and
Dwayne Northrop
In the Matter of The California Corporations Commissioner vs. Garlic Jim’'s Franchise

International, Inc. and Dwayne Northrop, OAH Case No. 2011030530
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ELECTION FORM (UNOPENED)

Name(s) of Garlic Jim’'s Franchisee: (“Franchisee™)

Contact Person (if Garlic Jim’s Franchisee is a corporate entity):

Franchisee Street Address, City, State and Zip Code:

Designated Store Location:

Area Code/Phone Number(s): Email Address(es):
READ THISCAREFULLY AND SELECT ONE (AND ONLY ONE) OF THE FOLLOWING

OPTIONSBY PLACING AN “X” IN SPACE PROVIDED

Pursuant to the February 22, 2012 Stipulation and Agreement of Garlic Jim’'s Franchise International, Inc. and
Dwayne Northrop In the Matter of The California Corporations Commissioner vs. Garlic Jim's Franchise I nternational, Inc. and
Dwayne Northrop, OAH Case No. 2011030530, the Franchisee identified above elects as follows:

OPTION #1 — Franchisee wishes to stay in the Garlic Jim’'s system and move forward
with development of a Garlic Jim's Franchise International, Inc. franchised restaurant location
pursuant to the terms and conditions of the franchise agreement with Garlic Jim’s.

OPTION #2 — Franchisee wishes to terminate the Franchise Agreement with Garlic
Jim’sand sign a mutual release of all claims.

OPTION #3 — Franchisee wishes to terminate the Franchise Agreement with Garlic
Jim’s but does not wish to sign a mutual release of all claims.

DECLARATION SUPPORTING ELECTION

| declare, under penalty of perjury, asfollows:
My nameis:

[PRINT NAME]
| am an authorized representative of the Franchisee, and | am authorized to execute this Election Form.

Date:

Signature (Garlic Jim’s Franchisee or Director and Officer of Garlic
Jim’s Franchisee if the Garlic Jim’'s Franchisee is a corporation or other business entity)

PRINTED NAME TITLE
PLEASE CONTACT JOANNE ROSSOF THE CALIFORNIA DEPARMENT OF CORPORATIONSAT
[ross@corp.ca.gov or 916-324-9687 WITH ANY QUESTIONS AND/OR FOR ADDITIONAL INFORMATI
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VIA CERTIFIED MAIL RETURN RECEIPT REQUESTED

March __, 2012

[Franchisee Name]
[Franchisee Address]

RE: InrecCalifornia Department of Corporations Action
Offer of Option to Terminate Franchise Agreement
(Unopened Franchised L ocation)

Dear

We are pleased to advise you that we have reached a settlement with the California Department of
Corporations (“Department”) to resolve the pending issues which the Department raised several years
ago. Pursuant to our agreement with the Department, you will be refunded the initial franchise fee
which you paid to Garlic Jim’'s Franchise International, Inc. (*Garlic Jim's”). The refund will be
issued to you on or before May 22, 2012.

In addition, as part of our resolution with the Department, you have the option to terminate your
Franchise Agreement without further obligation to develop the Garlic Jim’s franchised location.
(Please note that you will receive arefund of your initial franchise fee at thistime whether or
not you exer cise your option to terminate the Franchise Agreement.)

Y ou have until May 8, 2012 to make your election on the enclosed Election Form.

If you choose to terminate your Franchise Agreement, you will have the choice to execute either the:
(1) the Termination Agreement [No Release of Claimg]; or (2) the Termination and Release
Agreement. If you elect to terminate, once again, you must sign and return the applicable
termination agreement you choose no later than May 8, 2012.

The Termination and Release Agreement contains a general mutual release of claims whereas the
Termination Agreement [No Release of Claims] does not contain arelease. If you wish to terminate
your Franchise Agreement, you must select one of these two termination agreements.

In the event that you choose to terminate your Franchise Agreement without the mutual release
language, both you and Garlic Jim’s may be able to pursue and assert claims and causes of action
which you might possess against each other.

If you execute the Termination Agreement and Mutual Release, both you and Garlic Jim’'s are
agreeing to release any and all claims which you may possess against one another.
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Importantly, please note that if you decide to terminate your Franchise Agreement by signing the
Termination and Release Agreement or the Termination Agreement [No Release of Claims], you will
still berequired to comply with the Obligations Which Survive Termination, which are set
forth on Exhibit 1 to both of the forms of ter mination agreement enclosed with thisletter.

Although you are relieved from your non-competition obligations, if you choose to terminate your
Franchise Agreement, within fourteen (14) days of signing the applicable termination agreement,
you are required to return al information and manuals furnished by Garlic Jim’s, together with all
other material containing trade secrets, operating instructions or business practices, including any and
all copiesthereof and not make use of any of the trade secrets, methods of operation, or information
received from Garlic Jim’s.

Because you did not open a Garlic Jim’ s restaurant location under the Franchise Agreement, many of
the Obligations Which Survive Termination may not be relevant or applicable at this time; however,
they are set forth on Exhibit 1 to the forms of termination agreement enclosed with this letter.

Please be advised that if you execute the applicable termination agreement prior to the May 8, 2012
deadline, you will be required to comply with the post-termination obligations set forth in the
Obligations Which Survive Termination within fourteen (14) days of the date of your execution of
the termination agreement. For example, if you elect to terminate and execute the termination
agreement on April 1, 2012, you are required to comply with the post-termination obligations set
forth in the Obligations Which Survive Termination on or before April 15, 2012.

Pursuant to our agreement with the Department, you have until May 8, 2012 to make your
election toremain asa Garlic Jim’sfranchisee or not, and, if you do not wish to continueasa
Garlic Jim’sfranchisee, to sign and return the applicable termination agreement. If you decide
you are electing to stay in the system (which we hope you will do), please complete the enclosed
Election Form reflecting that decision and return it to us at your earliest opportunity.

If you have any questions, please contact me at 425-918-1900 or dwayne@garlicjims.com.

Alternatively, you may contact Joanne Ross of the California Department of Corporations at 916-
324-9687 or jross@corp.ca.gov.

We are committed to growing the Garlic Jim’s system in the State of California, improving our
relations with California franchisees and expanding the Garlic Jim’s system and brand. We hope that
you choose to remain with Garlic Jim’s as a franchisee.

Sincerely,

Dwayne Northrop

Enclosures
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EXHIBIT F

February 22, 2012 Stipulation and Agreement of Garlic Jim’s Franchise I nternational, Inc. and
Dwayne Northrop

In the Matter of The California Corporations Commissioner vs. Garlic Jim's Franchise
I nternational, I nc. and Dwayne Northrop, OAH Case No. 2011030530
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TERMINATION AGREEMENT
[NO RELEASE OF CLAIMS]

THISTERMINATION AGREEMENT (the “Agreement”) is made effective as of

, 2012, (the “Effective Date”), by and between GARLIC JIM’'SFRANCHISE
INTERNATIONAL INC., (formerly Garlic Jim’s Franchise Corp.) a Washington Corporation
(“Franchisor”) and , aCadlifornia
[individual/corporate entity] (“Franchisee™), and , anindividua (“Guarantor”),
(collectively referred to as “ The Parties’).

RECITALS

Franchisor and Franchisee are parties to that certain franchise agreement, dated
(the “Franchise Agreement”), whereby Franchisee was granted the right and obligation to open and
operate a Garlic Jim’'s Famous Gourmet Pizza Restaurant in the Franchised Location of

, Cdifornia (the “ Restaurant”).

Franchisee desires to terminate its Franchise Agreement in accordance with its option to terminate
pursuant to the Stipulation and Agreement of Garlic Jim’'s Franchise International, Inc. and Dwayne
Northrop in the matter of In the Matter of The California Corporations Commissioner vs. Garlic
Jim’'s Franchise International, Inc. and Dwayne Northrop, OAH Case No. 2011030530.

AGREEMENT

FOR AND IN CONSIDERATION of the foregoing Recitals, which are incorporated herein,
the mutual covenants contained herein and other valuable consideration, receipt and sufficiency of
which are hereby acknowledged, the Parties agree as follows:

Termination of the Franchise Agreement. The Parties acknowledge and agree that the Franchise
Agreement and any other agreements between the parties, and all rights and obligations thereunder
are terminated as of the Effective Date and shall thereafter have no further force or effect, except as
set forth in this Agreement. Notwithstanding the termination of the Franchise Agreement, the
obligations set forth in Exhibit H-1 entitled “ Obligations Which Survive Termination” attached
hereto, shall survive termination and continue in full force and effect. Further, it is expressly
acknowledged and agreed that Franchisee shall be relieved of any non-competition obligations and
shall be permitted to continue operating a competing business at the location of the former Restaurant
and use the telephone number(s) associated with the former Restaurant.

Attorney’s Fees. Inthe event of any dispute between the Parties based upon an alleged breach or
default of their respective obligations to be fulfilled pursuant to this Agreement, the prevailing Party
therein shall be entitled to recover attorney’s fees and court costs against the non-prevailing Party in
accordance with the dispute resolution provision of the Obligations Which Survive Termination
attached hereto and which are incorporated by reference herein.
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Miscellaneous. This Agreement and the Exhibit attached hereto embody the entire agreement and
understanding between the Parties and supersedes all prior agreement and understanding related to
the subject matter hereof (other than the Obligations Which Survive Termination). The Parties agree
that Californialaw shall govern this Agreement. The Parties intend that the provisions of this
Agreement be enforced to the fullest extent permitted by applicable law. Accordingly, if any
provisions are deemed not enforceable, they shall be deemed modified to the extent necessary to
make them enforceable. The Parties agree that, in entering into this Agreement, they are relying upon
their own judgment, belief, and knowledge as to all phases of any claims and further acknowledge
that no promise, inducement or agreement or any representations and warranties not expressed herein
have been made to procure their agreement hereto. The Parties further acknowledge that they have
read, understand, and fully agree to the terms of this Agreement. All capitalized terms referenced but
not defined herein shall have the same meaning as set forth in the Franchise Agreement.

IN WITNESS WHEREOF, the Parties have caused this Agreement to be made effective as of the
Effective Date.

FRANCHISOR FRANCHISEE
GARLIC JIM’'SFRANCHISE ENTITY/INDIVIDUAL:
INTERNATIONAL, INC.
By:

Print Name of Entity/Individual
Name: Signed
By:

Name:
Its: Its:
Date: Date:

GUARANTOR
Print Name

Signed

Date:
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EXHIBIT H-1

OBLIGATIONSWHICH SURVIVE TERMINATION

Indemnification and Insurance.

Franchisee shall be responsible for all loss or damage originating in or in connection with the
operation of the franchised Restaurant, and for all claims or demands for damages to property or for
injury, illness or death of persons directly or indirectly resulting therefrom, and Franchisee agreesto
defend and indemnify and to save and hold Franchisor harmless of and from any such claims, loss or
damage, including attorney's fee related thereto. Franchisee shall defend and indemnify Franchisor,
holding it harmless from and against any and all claims for damage to persons and property arising
from or out of any occurrence in or around Franchisee's premises, except such claims as would
relieve any person from liability imposed by state law.

Franchisor is not responsible, nor liable, for any act, omission, contract, debt or any other obligation
of or claim or judgment against Franchisee. Franchisee therefore agrees that if Franchisor shall be
subject to any claim, demand, penalty or become a party to any suit or other judicial, court, or
administrative proceeding by reason of any claim, act or omission by Franchisee, its employees or
agents, or by reason of any act occurring on the Franchisee's Garlic Jim’s Pizza Restaurant premises,
or by reason of omission with respect to the business operations of the Garlic Jim’s Pizza Restaurant,
Franchisee shall defend Franchisor and shall aso indemnify and hold the Franchisor harmless against
al judgments, settlement(s), penalties and expenses, including attorneys' fees, court costs and other
expenses of litigation or administrative proceedings, incurred by, or imposed on Franchisor in any
litigation or administrative proceeding. Franchisee's duty to defend Franchisor under this paragraph
shall be at the option of Franchisor.

Effect of Termination; Return of Information; De-l1dentification; Re-Imaging; Operation as
I ndependent.

Within fourteen (14) calendar days of the Effective Date of this Agreement, Franchisee:

Shall return to Franchisor all information and manuals furnished by Franchisor to Franchisee,
together with all other material containing trade secrets, operating instructions or business practice;

Shall discontinue all use of the Franchisor's Marks (as defined in the Franchise Agreement) and
related trade names, the use of any and all signs and papers goods bearing said Marks and trade
names, or any reference whatever thereto (which includes but is not limited to taking al necessary
steps to change your menu and cause all social media listings, telephone listings in any forum
(including telephone books or on the internet) or other advertising and marketing materials
referencing the Restaurant to be removed, taken down and/or changed);

Shall repaint the exterior and redecorate the interior of the building to the sole satisfaction of

Franchisor, so that in Franchisor's opinion it is clear to the public that the location is not part of the
System;
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Shall not operate, or do business under any name or in any manner that might tend to give the general
public the impression that this Agreement is till in force or that the Franchisee is connected in any
way with Franchisor or has any right to use the System or the Marks.

Shall not make use of or avail itself of any of the trade secrets, methods of operation, or information
received from Franchisor, or disclose or reveal any such information or any portion thereof to anyone
not employed by Franchisor or its franchisees,

Shall not assist anyone not licensed to use the System in the construction or equipping of any
business incorporating any or all of the distinctive features or equipment layout that Franchisor has
originated and developed and which are identifying characteristics of businesses using the System.

Disputes.

Except for actions seeking injunctive relief based on alleged violations of the Obligations Which
Survive Termination set forth in this Agreement, any controversy or claim arising out of or relating to
this Agreement or the relationship between Franchisee and/or Guarantor and Franchisor shall be
settled by arbitration in Los Angeles, Californiain accordance with the rules of the American
Arbitration Association then pertaining, using asingle AAA Arbitrator, and judgment upon the award
rendered may be entered in any court having jurisdiction thereof.

Fees; Payments.

Upon the Effective Date, Franchisee shall pay Franchisor and its Affiliates all fees, amounts and
other monies due and owing to Franchisor under the Franchise Agreement which accrued prior to the
Effective Date of this Agreement.

Nothing contained herein shall serve to release, waive or otherwise absolve Franchisee from paying
all fees, amounts and other monies due and owing to Franchisor and its Affiliates under the Franchise
Agreement which accrued prior to the Effective Date of this Agreement.

FRANCHISOR FRANCHISEE
GARLIC JIM’'SFRANCHISE ENTITY/INDIVIDUAL:
INTERNATIONAL, INC.
By:
Print Name of Entity/Individual
Name: Signed
By:
Name:
Its: Its:
Date: Date:
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GUARANTOR
Print Name

Signed
Date:
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EXHIBIT G

February 22, 2012 Stipulation and Agreement of Garlic Jim’s Franchise I nternational, Inc. and Dwayne Northrop
In the Matter of The California Corporations Commissioner vs. Garlic Jim’'s Franchise International, Inc. and Dwayne

Northrop, OAH Case No. 2011030530
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TERMINATION AND RELEASE AGREEMENT

THISTERMINATION AND RELEASE AGREEMENT (the “Agreement”) is made effective as of
, 2012, (the “Effective Dat€’), by and between GARLIC JIM'S FRANCHISE

INTERNATIONAL INC., (formerly Garlic Jim’s Franchise Corp.) a Washington Corporation (“Franchisor™)

and , a Cdifornia [individual/corporate  entity]

(“Franchisee”), and , anindividual (“Guarantor”), (collectively referred to as“ The Parties’).

RECITALS

A. Franchisor and Franchisee are parties to that certain franchise agreement, dated
, (the “Franchise Agreement”), whereby Franchisee was granted the right and
obligation to open and operate a Garlic Jim’'s Famous Gourmet Pizza Restaurant in the Franchised
Location of , Cdifornia (the “Restaurant”).

B. Franchisee desires to terminate its Franchise Agreement in accordance with its option to terminate
pursuant to the Stipulation and Agreement of Garlic Jm’'s Franchise International, Inc. and
Dwayne Northrop in the matter of In the Matter of The California Corporations Commissioner vs.
Garlic Jin' s Franchise International, Inc. and Dwayne Northrop, OAH Case No. 2011030530.

AGREEMENT

FOR AND IN CONSIDERATION of the foregoing Recitals, which are incorporated herein, the
mutual covenants contained herein and other valuable consideration, receipt and sufficiency of which are

hereby acknowledged, the Parties agree as follows:

1. Termination of the Franchise Agreement. The Parties acknowledge and agree that the
Franchise Agreement and any other agreements between the parties, and al rights and obligations
thereunder are terminated as of the Effective Date and shall thereafter have no further force or
effect, except as set forth in this Agreement. Notwithstanding the termination of the Franchise
Agreement, the obligations set forth in Exhibit H-2 entitled “Obligations Which Survive
Termination” attached hereto, shall survive termination and continue in full force and effect.
Further, it is expressly acknowledged and agreed that Franchisee shall be relieved of any non-
competition obligations and shall be permitted to continue operating a competing business at the
location of the former Restaurant and use the telephone number(s) associated with the former
Restaurant.
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elease.

a. Franchisee, on behalf of themselves and their respective current and former shareholders,

officers, directors, principals, agents, partners, employees, representatives, attorneys, spouses,
and successors and assigns, hereby release Franchisor and its current and former agents,
principals, officers, directors, shareholders, members, employees, franchisees, representatives,
area directors, attorneys, parents, predecessors, dffiliates, subsidiaries, divisions, and
successors and assigns (collectively referred to as “Franchisor Affiliates”) of and from any
and al claims, demands, obligations, actions, liabilities, defenses or damages of every kind
and nature whatsoever, in law or in equity whether known or unknown, from the beginning of
time to the date here of including, without limitation any and all claims arising out of the
Franchise Agreement and any relationship or transaction with the Franchisor or the Franchisor
Affiliates, however characterized or described.

(For California Residents Only) It is your intention in executing this Agreement that this
instrument be and is a general release which shall be effective as a bar to each and every
claim, demand, or cause of action released by you. You recognize that you may have some
claim, demand, or cause of action against Franchisor or the Franchisor Affiliates of which you
are totally unaware and unsuspecting, which you are giving up by executing this Agreement.
It is your intention in executing this instrument that it will deprive you of each such claim,
demand, or cause of action and prevent you from asserting it against Franchisor or the
Franchisor Affiliates. In furtherance of this intention, you expressly waive any rights or
benefits conferred by the provisions of Section 1542 of the California Civil Code, which

provides as follows:

A general release does not extend to claims which the creditor does not know or
suspect to exist in his favor at the time of executing the release, which if known

by him must have materially affected his settlement with the debtor.

Y ou acknowledge and represent that you have consulted with legal counsel before executing
this Agreement and that you understand its meaning, including the effect of Section 1542 of
the California Civil Code, and expressly consent that this Agreement shall be given full force

and effect according to each and all of its express terms and provisions, including, without
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limitation, those relating to the release of unknown and unsuspected claims, demands, and

causes of action.

b. Franchisor, on behalf of itself and its affiliates and their respective current and former agents,
principals, officers, directors, shareholders, members, employees, parents, predecessors,
affiliates, subsidiaries, divisions, and successors and assigns, hereby releases Franchisee and
the undersigned Guarantors, and their current and former shareholders, officers, directors,
principals, agents, partners, employees, representatives, attorneys, spouses, and successors and
assigns (collectively referred to as “Franchisee Affiliates’) of and from any and al claims,
demands, obligations, actions, liabilities, defenses or damages of every kind and nature
whatsoever, in law or in equity, whether known or unknown, which have arisen or may arise
under the Franchise Agreement or the relationships between Franchisor and the Franchisee
Affiliates by virtue thereof, from the beginning of time to the date hereof, including with
respect to any claims for future lost royalties. Notwithstanding the foregoing, this release
shall not include such a claim, demand, obligation, action, liability, or damage arising from a
breach or default of the Franchisee's obligations set forth herein or in the Obligations Which
Survive Termination, attached hereto, which have not been waived herein.

3. Attorney’s Fees. Inthe event of any dispute between the Parties based upon an alleged breach or
default of their respective obligations to be fulfilled pursuant to this Agreement, the prevailing
Party therein shall be entitled to recover attorney’s fees and court costs against the non-prevailing
Party in accordance with the dispute resolution provision of the Obligations Which Survive
Termination attached hereto and which are incorporated by reference herein.

4. Miscellaneous. This Agreement and the Exhibit attached hereto embody the entire agreement and
understanding between the Parties and supersedes all prior agreement and understanding related to
the subject matter hereof (other than the Obligations Which Survive Termination). The Parties
agree that California law shall govern this Agreement. The Parties intend that the provisions of
this Agreement be enforced to the fullest extent permitted by applicable law. Accordingly, if any
provisions are deemed not enforceable, they shall be deemed modified to the extent necessary to
make them enforceable. The Parties agree that, in entering into this Agreement, they are relying
upon their own judgment, belief, and knowledge as to all phases of any claims and further
acknowledge that no promise, inducement or agreement or any representations and warranties not
expressed herein have been made to procure their agreement hereto. The Parties further
acknowledge that they have read, understand, and fully agree to the terms of this Agreement. All
capitalized terms referenced but not defined herein shall have the same meaning as set forth in the
Franchise Agreement.

IN WITNESS WHEREOF, the Parties have caused this Agreement to be made effective as of the

Effective Date.
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FRANCHISOR

GARLIC JIM’SFRANCHISE
INTERNATIONAL, INC.

By:

Name:

Its:

Date:

FRANCHISEE

ENTITY/INDIVIDUAL:

Print Name of Entity/Individual

Signed By:

Name:

Its:

Date:

GUARANTOR

Print Name

Signed

Date:
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EXHIBIT H-2

OBLIGATIONSWHICH SURVIVE TERMINATION

I ndemnification and Insurance.

Franchisee shall be responsible for all loss or damage originating in or in connection
with the operation of the franchised Restaurant, and for all claims or demands
for damages to property or for injury, illness or death of persons directly or
indirectly resulting therefrom, and Franchisee agrees to defend and indemnify
and to save and hold Franchisor harmless of and from any such claims, loss or
damage, including attorney's fee related thereto. Franchisee shall defend and
indemnify Franchisor, holding it harmless from and against any and all claims
for damage to persons and property arising from or out of any occurrencein
or around Franchisee's premises, except such claims as would relieve any
person from liability imposed by state law.

Franchisor is not responsible, nor liable, for any act, omission, contract, debt or any
other obligation of or claim or judgment against Franchisee. Franchisee
therefore agrees that if Franchisor shall be subject to any claim, demand,
penalty or become a party to any suit or other judicial, court, or
administrative proceeding by reason of any claim, act or omission by
Franchisee, its employees or agents, or by reason of any act occurring on the
Franchisee's Garlic Jim’s Pizza Restaurant premises, or by reason of omission
with respect to the business operations of the Garlic Jim’s Pizza Restaur ant,
Franchisee shall defend Franchisor and shall also indemnify and hold the
Franchisor harmless against all judgments, settlement(s), penalties and
expenses, including attorneys fees, court costs and other expenses of litigation
or administrative proceedings, incurred by, or imposed on Franchisor in any
litigation or administrative proceeding.  Franchisee's duty to defend
Franchisor under this paragraph shall be at the option of Franchisor.

Effect of Termination; Return of Information; De-ldentification; Re-Imaging; Operation as
| ndependent.

Within fourteen (14) calendar days of the Effective Date of this Agreement, Franchisee:
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Disputes.

Shall return to Franchisor all information and manuals furnished by Franchisor to
Franchisee, together with all other material containing trade secrets, operating
instructions or business practice;

Shall discontinue all use of the Franchisor's Marks (as defined in the Franchise
Agreement) and related trade names, the use of any and all signs and papers
goods bearing said Marks and trade names, or any reference whatever thereto
(which includes but is not limited to taking all necessary steps to change your
menu and cause all social media listings, telephone listings in any forum
(including telephone books or on the internet) or other advertisng and
marketing materials referencing the Restaurant to be removed, taken down
and/or changed);

Shall repaint the exterior and redecorate the interior of the building to the sole
satisfaction of Franchisor, so that in Franchisor's opinion it is clear to the
public that the location isnot part of the System;

Shall not operate, or do business under any name or in any manner that might tend to
give the general public the impression that this Agreement is still in force or
that the Franchisee is connected in any way with Franchisor or has any right
to usethe System or the Marks.

Shall not make use of or avail itself of any of the trade secrets, methods of operation,
or information received from Franchisor, or disclose or reveal any such
information or any portion thereof to anyone not employed by Franchisor or
its franchisees;

Shall not assist anyone not licensed to use the System in the construction or equipping
of any business incorporating any or all of the distinctive features or
equipment layout that Franchisor has originated and developed and which are
identifying characteristics of businesses using the System.

Except for actions seeking injunctive relief based on alleged violations of the
Obligations Which Survive Termination set forth in this Agreement, any
controversy or claim arising out of or relating to this Agreement or the
relationship between Franchisee and/or Guarantor and Franchisor shall be
settled by arbitration in Los Angeles, California in accordance with the rules
of the American Arbitration Association then pertaining, using a single AAA
Arbitrator, and judgment upon the award rendered may be entered in any
court having jurisdiction ther eof.
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FRANCHISOR

GARLIC JIM’SFRANCHISE

INTERNATIONAL, INC.

By:

Name:

FRANCHISEE

ENTITY/INDIVIDUAL:

Its:.

Date:

Signed By:

Its:

Print Name of Entity/Individual

Name:

Date:
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GUARANTOR

Print Name

Signed

Date:




State of California - Department of Corporations

© 00 N o o b~ w N P

N N RN N NN NNDND R P PR B R R B R R
0o N o oo M O N P O O 0 N O O B WO N R O

EXHIBIT H

February 22, 2012 Stipulation and Agreement of Garlic Jim’s Franchise International, Inc. and Dwayne Northrop
In the Matter of The California Corporations Commissioner vs. Garlic Jim’s Franchise I nternational, I nc. and Dwayne Northrop,

OAH Case No. 2011030530
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EXHIBIT H-1

OBLIGATIONSWHICH SURVIVE TERMINATION

I ndemnification and | nsurance.

Franchisee shall be responsible for all loss or damage originating in or in connection
with the operation of the franchised Restaurant, and for all claims or demands
for damages to property or for injury, illness or death of persons directly or
indirectly resulting therefrom, and Franchisee agrees to defend and indemnify
and to save and hold Franchisor harmless of and from any such claims, loss or
damage, including attorney's fee related thereto. Franchisee shall defend and
indemnify Franchisor, holding it harmless from and against any and all claims
for damage to persons and property arising from or out of any occurrence in
or around Franchisee's premises, except such claims as would relieve any
person from liability imposed by state law.

Franchisor is not responsible, nor liable, for any act, omission, contract, debt or any
other obligation of or claim or judgment against Franchisee. Franchisee
therefore agrees that if Franchisor shall be subject to any claim, demand,
penalty or become a party to any suit or other judicial, court, or
administrative proceeding by reason of any claim, act or omission by
Franchisee, its employees or agents, or by reason of any act occurring on the
Franchisee's Garlic Jim’s Pizza Restaurant premises, or by reason of omission
with respect to the business operations of the Garlic Jim’s Pizza Restaurant,
Franchisee shall defend Franchisor and shall also indemnify and hold the
Franchisor harmless against all judgments, settlement(s), penalties and
expenses, including attorneys fees, court costs and other expenses of litigation
or administrative proceedings, incurred by, or imposed on Franchisor in any
litigation or administrative proceeding.  Franchisee's duty to defend
Franchisor under this paragraph shall be at the option of Franchisor.

Effect of Termination; Return of Information; De-ldentification; Re-Imaging; Operation as
| ndependent.

Within fourteen (14) calendar days of the Effective Date of this Agreement, Franchisee:
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Disputes.

Shall return to Franchisor all information and manuals furnished by Franchisor to
Franchisee, together with all other material containing trade secrets, operating
instructions or business practice;

Shall discontinue all use of the Franchisor's Marks (as defined in the Franchise
Agreement) and related trade names, the use of any and all signs and papers
goods bearing said Marks and trade names, or any reference whatever thereto
(which includes but is not limited to taking all necessary steps to change your
menu and cause all social media listings, telephone listings in any forum
(including telephone books or on the internet) or other advertisng and
marketing materials referencing the Restaurant to be removed, taken down
and/or changed);

Shall repaint the exterior and redecorate the interior of the building to the sole
satisfaction of Franchisor, so that in Franchisor's opinion it is clear to the
public that the location isnot part of the System;

Shall not operate, or do business under any name or in any manner that might tend to
give the general public the impression that this Agreement is still in force or
that the Franchisee is connected in any way with Franchisor or has any right
to usethe System or the Marks.

Shall not make use of or avail itself of any of the trade secrets, methods of operation,
or information received from Franchisor, or disclose or reveal any such
information or any portion thereof to anyone not employed by Franchisor or
its franchisees;

Shall not assist anyone not licensed to use the System in the construction or equipping
of any business incorporating any or all of the distinctive features or
equipment layout that Franchisor has originated and developed and which are
identifying characteristics of businesses using the System.

Except for actions seeking injunctive relief based on alleged violations of the
Obligations Which Survive Termination set forth in this Agreement, any
controversy or claim arising out of or relating to this Agreement or the
relationship between Franchisee and/or Guarantor and Franchisor shall be
settled by arbitration in Los Angeles, California in accordance with the rules
of the American Arbitration Association then pertaining, using a single AAA
Arbitrator, and judgment upon the award rendered may be entered in any
court having jurisdiction ther eof.
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Fees; Payments.

Upon the Effective Date, Franchisee shall pay Franchisor and its Affiliates all fees,
amounts and other monies due and owing to Franchisor under the Franchise
Agreement which accrued prior to the Effective Date of this Agreement.

Nothing contained herein shall serveto release, waive or otherwise absolve Franchisee
from paying all fees, amounts and other monies due and owing to Franchisor
and its Affiliates under the Franchise Agreement which accrued prior to the
Effective Date of this Agreement.

FRANCHISOR FRANCHISEE

GARLIC JIM'SFRANCHISE ENTITY/INDIVIDUAL:

INTERNATIONAL, INC.

By:
Print Name of Entity/Individual
Name: Signed By:
Name:
Its: Its:
Date: Date:




GUARANTOR
Print Name
Signed

Date:
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EXHIBIT H-2

OBLIGATIONSWHICH SURVIVE TERMINATION

I ndemnification and Insurance.

Franchisee shall be responsible for all loss or damage originating in or in connection
with the operation of the franchised Restaurant, and for all claims or demands
for damages to property or for injury, illness or death of persons directly or
indirectly resulting therefrom, and Franchisee agrees to defend and indemnify
and to save and hold Franchisor harmless of and from any such claims, loss or
damage, including attorney's fee related thereto. Franchisee shall defend and
indemnify Franchisor, holding it harmless from and against any and all claims
for damage to persons and property arising from or out of any occurrencein
or around Franchisee's premises, except such claims as would relieve any
person from liability imposed by state law.

Franchisor is not responsible, nor liable, for any act, omission, contract, debt or any
other obligation of or claim or judgment against Franchisee. Franchisee
therefore agrees that if Franchisor shall be subject to any claim, demand,
penalty or become a party to any suit or other judicial, court, or
administrative proceeding by reason of any claim, act or omission by
Franchisee, its employees or agents, or by reason of any act occurring on the
Franchisee's Garlic Jim’s Pizza Restaurant premises, or by reason of omission
with respect to the business operations of the Garlic Jim’s Pizza Restaur ant,
Franchisee shall defend Franchisor and shall also indemnify and hold the
Franchisor harmless against all judgments, settlement(s), penalties and
expenses, including attorneys fees, court costs and other expenses of litigation
or administrative proceedings, incurred by, or imposed on Franchisor in any
litigation or administrative proceeding.  Franchisee's duty to defend
Franchisor under this paragraph shall be at the option of Franchisor.

Effect of Termination; Return of Information; De-ldentification; Re-Imaging; Operation as
| ndependent.

Within fourteen (14) calendar days of the Effective Date of this Agreement, Franchisee:

-66-




State of California - Department of Corporations

© 00 N o o b~ w N P

N N RN N NN NNDND R P PR B R R B R R
0o N o oo M O N P O O 0 N O O B WO N R O

Disputes.

Shall return to Franchisor all information and manuals furnished by Franchisor to
Franchisee, together with all other material containing trade secrets, operating
instructions or business practice;

Shall discontinue all use of the Franchisor's Marks (as defined in the Franchise
Agreement) and related trade names, the use of any and all signs and papers
goods bearing said Marks and trade names, or any reference whatever thereto
(which includes but is not limited to taking all necessary steps to change your
menu and cause all social media listings, telephone listings in any forum
(including telephone books or on the internet) or other advertisng and
marketing materials referencing the Restaurant to be removed, taken down
and/or changed);

Shall repaint the exterior and redecorate the interior of the building to the sole
satisfaction of Franchisor, so that in Franchisor's opinion it is clear to the
public that the location isnot part of the System;

Shall not operate, or do business under any name or in any manner that might tend to
give the general public the impression that this Agreement is still in force or
that the Franchisee is connected in any way with Franchisor or has any right
to usethe System or the Marks.

Shall not make use of or avail itself of any of the trade secrets, methods of operation,
or information received from Franchisor, or disclose or reveal any such
information or any portion thereof to anyone not employed by Franchisor or
its franchisees;

Shall not assist anyone not licensed to use the System in the construction or equipping
of any business incorporating any or all of the distinctive features or
equipment layout that Franchisor has originated and developed and which are
identifying characteristics of businesses using the System.

Except for actions seeking injunctive relief based on alleged violations of the
Obligations Which Survive Termination set forth in this Agreement, any
controversy or claim arising out of or relating to this Agreement or the
relationship between Franchisee and/or Guarantor and Franchisor shall be
settled by arbitration in Los Angeles, California in accordance with the rules
of the American Arbitration Association then pertaining, using a single AAA
Arbitrator, and judgment upon the award rendered may be entered in any
court having jurisdiction ther eof.
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FRANCHISOR

GARLIC JIM’SFRANCHISE

INTERNATIONAL, INC.

By:

Name:

FRANCHISEE

ENTITY/INDIVIDUAL:

Its:.

Date:

Signed By:

Its:

Print Name of Entity/Individual

Name:

Date:
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GUARANTOR

Print Name

Signed

Date:




	OF THE STATE OF CALIFORNIA
	RECITALS
	4.  Stipulations Not Binding in Third Party Actions.  Respondents stipulate to the provisions of this Agreement solely for the limited purposes of resolving the Enforcement Action.  This Agreement shall have no binding effect in any other case or proceeding.  This Agreement is entered into solely as a matter of compromise of a disputed claim.  Respondents do not admit or deny any of the findings or conduct averred in the Enforcement Action.  Nothing in this Agreement, including the waiver of rights to appeal or seek reconsideration, shall be considered as an express or implied admission or denial of any kind.  This Agreement is to be construed and treated as a settlement and offer of compromise pursuant to California Evidence Code section 1152.  
	10.  Withdrawal of Pending Franchise Registration.  Upon the effectiveness of this Agreement, this Agreement will also operate as a voluntary withdrawal by Garlic Jim’s of its pending application for franchise registration filed on or about April 15, 2008.  Respondents understand and agree that the application fee paid with this application will not be refunded.
	11.  Future Franchise Applications.   If Respondents file application(s) for franchise registration under the FIL, they understand that such application must be made in accordance with the FIL, including the disclosure document required under Corporations Code section 31114.  Respondents understand that all applications shall be considered for approval pursuant to the provisions of the FIL.  In the event that Respondents, or any affiliate disclosed in Item 1 or principal disclosed in Item 2 of any franchise application previously filed by Respondents, wishes to apply for registration of any franchise, or any other filing, with the California Department of Corporations, the Enforcement Action, this Agreement, and Respondents’ performance under this Agreement may be considered as a factor in determining the approval of such registration or application in accordance with the provisions of the FIL, or any other applicable law.
	13.  Future Actions by the Commissioner.  No future enforcement action shall be brought by the Commissioner for any act(s) or omission(s) which are based upon the allegations set forth in the Enforcement Action or for other alleged violations of the FIL which are known to Commissioner as of the Effective Date of this Agreement and which solely arise out of or relate to the California Franchisees (as defined below).  
	15.  Evidence of Payment or Attempted Payment.  Respondents shall submit to the Commissioner cleared checks evidencing payment of initial franchise fees to each California Franchisee.  If the cleared check cannot be reasonably obtained from Respondents’ financial institution, Respondents shall submit a copy of the check and the bank statement showing the check cleared.  In the alternative, Respondents may submit an affidavit from a California Franchisee, which states that the franchisee was repaid the initial franchise fee (the “Affidavit”).  The Affidavit shall be in the form attached hereto as Exhibit C.  Either the Affidavit, the cleared check, or the bank statement and copy of the check, for each California Franchisee, shall together be referred to herein as the “Payment Evidence.”  In the event that Respondents are unable to obtain Payment Evidence for any particular franchisee, Respondents will be deemed to have complied with this section if the Commissioner determines that the Respondents made the payments.  
	Dated:         2/21/12               By: __________________________
	      DWAYNE NORTHROP
	Dated:          2/21/12                     ______________________________
	Dated:           2/21/12               Approved as to form by:______________________________
	   ANDREW P. BLEIMAN, ESQ.
	OF THE STATE OF CALIFORNIA
	As stated above, Garlic Jim’s and Dwayne Northrop violated the Deferral Fee Condition by accepting initial franchise fees for twenty-five (25) franchises prior to completing all of their obligations for each location.  In addition to the Deferral Fee Condition, the Commissioner required Garlic Jim’s President, Dwayne Northrop, to sign an affidavit stating that he had read and understood the Deferral Fee Condition.  Respondents acknowledged the Deferral Fee Condition and signed the affidavit in order to secure each of the above-mentioned franchise registrations, with knowledge of their practice of regularly accepting initial franchise fees in violation of the condition, and with intent to influence the Commissioner’s decision with respect to all three registrations.  As such, Respondents violated section 31204(b) three times between August 2005 and April 2008.
	IV  
	CITATIONS
	VI  
	CLAIMS FOR ANCILLARY RELIEF
	Dated:  December 30, 2010         
	Los Angeles, California  PRESTON DuFAUCHARD
	OF THE STATE OF CALIFORNIA


	As stated above, Garlic Jim’s and Dwayne Northrop violated the Deferral Fee Condition by accepting initial franchise fees for at least twenty-five (25) franchises prior to completing all of their obligations for each location.  In addition to the Deferral Fee Condition, the Commissioner required Garlic Jim’s President, Dwayne Northrop, to sign an affidavit stating that he had read and understood the Deferral Fee Condition.  Respondents acknowledged the Deferral Fee Condition and signed the affidavit in order to secure each of the above-mentioned franchise registrations, with knowledge of their practice of regularly accepting initial franchise fees in violation of the condition, and with intent to influence the Commissioner’s decision with respect to all three registrations.  As such, Respondents violated section 31204(b) three times between August 2005 and April 2008.
	IV  
	CITATIONS
	VI  
	CLAIMS FOR ANCILLARY RELIEF
	Dated:  December 6, 2011         
	Los Angeles, California  PRESTON DuFAUCHARD

	February 22, 2012 Stipulation and Agreement of Garlic Jim’s Franchise International, Inc. and Dwayne Northrop

	Indemnification and Insurance.
	Franchisee shall be responsible for all loss or damage originating in or in connection with the operation of the franchised Restaurant, and for all claims or demands for damages to property or for injury, illness or death of persons directly or indirectly resulting therefrom, and Franchisee agrees to defend and indemnify and to save and hold Franchisor harmless of and from any such claims, loss or damage, including attorney's fee related thereto.  Franchisee shall defend and indemnify Franchisor, holding it harmless from and against any and all claims for damage to persons and property arising from or out of any occurrence in or around Franchisee's premises, except such claims as would relieve any person from liability imposed by state law.
	Franchisor is not responsible, nor liable, for any act, omission, contract, debt or any other obligation of or claim or judgment against Franchisee.  Franchisee therefore agrees that if Franchisor shall be subject to any claim, demand, penalty or become a party to any suit or other judicial, court, or administrative proceeding by reason of any claim, act or omission by Franchisee, its employees or agents, or by reason of any act occurring on the Franchisee's Garlic Jim’s Pizza Restaurant premises, or by reason of omission with respect to the business operations of the Garlic Jim’s Pizza Restaurant, Franchisee shall defend Franchisor and shall also indemnify and hold the Franchisor harmless against all judgments, settlement(s), penalties and expenses, including attorneys' fees, court costs and other expenses of litigation or administrative proceedings, incurred by, or imposed on Franchisor in any litigation or administrative proceeding.  Franchisee's duty to defend Franchisor under this paragraph shall be at the option of Franchisor.

	Effect of Termination; Return of Information; De-Identification; Re-Imaging; Operation as Independent.
	Shall return to Franchisor all information and manuals furnished by Franchisor to Franchisee, together with all other material containing trade secrets, operating instructions or business practice;
	Shall discontinue all use of the Franchisor's Marks (as defined in the Franchise Agreement) and related trade names, the use of any and all signs and papers goods bearing said Marks and trade names, or any reference whatever thereto (which includes but is not limited to taking all necessary steps to change your menu and cause all social media listings, telephone listings in any forum (including telephone books or on the internet) or other advertising and marketing materials referencing the Restaurant to be removed, taken down and/or changed); 
	Shall repaint the exterior and redecorate the interior of the building to the sole satisfaction of Franchisor, so that in Franchisor's opinion it is clear to the public that the location is not part of the System; 
	Shall not operate, or do business under any name or in any manner that might tend to give the general public the impression that this Agreement is still in force or that the Franchisee is connected in any way with Franchisor or has any right to use the System or the Marks.
	Shall not make use of or avail itself of any of the trade secrets, methods of operation, or information received from Franchisor, or disclose or reveal any such information or any portion thereof to anyone not employed by Franchisor or its franchisees;
	Shall not assist anyone not licensed to use the System in the construction or equipping of any business incorporating any or all of the distinctive features or equipment layout that Franchisor has originated and developed and which are identifying characteristics of businesses using the System.

	Disputes.
	Except for actions seeking injunctive relief based on alleged violations of the Obligations Which Survive Termination set forth in this Agreement, any controversy or claim arising out of or relating to this Agreement or the relationship between Franchisee and/or Guarantor and Franchisor shall be settled by arbitration in Los Angeles, California in accordance with the rules of the American Arbitration Association then pertaining, using a single AAA Arbitrator, and judgment upon the award rendered may be entered in any court having jurisdiction thereof.

	Indemnification and Insurance.
	Franchisee shall be responsible for all loss or damage originating in or in connection with the operation of the franchised Restaurant, and for all claims or demands for damages to property or for injury, illness or death of persons directly or indirectly resulting therefrom, and Franchisee agrees to defend and indemnify and to save and hold Franchisor harmless of and from any such claims, loss or damage, including attorney's fee related thereto.  Franchisee shall defend and indemnify Franchisor, holding it harmless from and against any and all claims for damage to persons and property arising from or out of any occurrence in or around Franchisee's premises, except such claims as would relieve any person from liability imposed by state law.
	Franchisor is not responsible, nor liable, for any act, omission, contract, debt or any other obligation of or claim or judgment against Franchisee.  Franchisee therefore agrees that if Franchisor shall be subject to any claim, demand, penalty or become a party to any suit or other judicial, court, or administrative proceeding by reason of any claim, act or omission by Franchisee, its employees or agents, or by reason of any act occurring on the Franchisee's Garlic Jim’s Pizza Restaurant premises, or by reason of omission with respect to the business operations of the Garlic Jim’s Pizza Restaurant, Franchisee shall defend Franchisor and shall also indemnify and hold the Franchisor harmless against all judgments, settlement(s), penalties and expenses, including attorneys' fees, court costs and other expenses of litigation or administrative proceedings, incurred by, or imposed on Franchisor in any litigation or administrative proceeding.  Franchisee's duty to defend Franchisor under this paragraph shall be at the option of Franchisor.

	Effect of Termination; Return of Information; De-Identification; Re-Imaging; Operation as Independent.
	Shall return to Franchisor all information and manuals furnished by Franchisor to Franchisee, together with all other material containing trade secrets, operating instructions or business practice;
	Shall discontinue all use of the Franchisor's Marks (as defined in the Franchise Agreement) and related trade names, the use of any and all signs and papers goods bearing said Marks and trade names, or any reference whatever thereto (which includes but is not limited to taking all necessary steps to change your menu and cause all social media listings, telephone listings in any forum (including telephone books or on the internet) or other advertising and marketing materials referencing the Restaurant to be removed, taken down and/or changed); 
	Shall repaint the exterior and redecorate the interior of the building to the sole satisfaction of Franchisor, so that in Franchisor's opinion it is clear to the public that the location is not part of the System; 
	Shall not operate, or do business under any name or in any manner that might tend to give the general public the impression that this Agreement is still in force or that the Franchisee is connected in any way with Franchisor or has any right to use the System or the Marks.
	Shall not make use of or avail itself of any of the trade secrets, methods of operation, or information received from Franchisor, or disclose or reveal any such information or any portion thereof to anyone not employed by Franchisor or its franchisees;
	Shall not assist anyone not licensed to use the System in the construction or equipping of any business incorporating any or all of the distinctive features or equipment layout that Franchisor has originated and developed and which are identifying characteristics of businesses using the System.

	Disputes.
	Except for actions seeking injunctive relief based on alleged violations of the Obligations Which Survive Termination set forth in this Agreement, any controversy or claim arising out of or relating to this Agreement or the relationship between Franchisee and/or Guarantor and Franchisor shall be settled by arbitration in Los Angeles, California in accordance with the rules of the American Arbitration Association then pertaining, using a single AAA Arbitrator, and judgment upon the award rendered may be entered in any court having jurisdiction thereof.

	Fees; Payments.
	Upon the Effective Date, Franchisee shall pay Franchisor and its Affiliates all fees, amounts and other monies due and owing to Franchisor under the Franchise Agreement which accrued prior to the Effective Date of this Agreement.
	Nothing contained herein shall serve to release, waive or otherwise absolve Franchisee from paying all fees, amounts and other monies due and owing to Franchisor and its Affiliates under the Franchise Agreement which accrued prior to the Effective Date of this Agreement.

	Indemnification and Insurance.
	Franchisee shall be responsible for all loss or damage originating in or in connection with the operation of the franchised Restaurant, and for all claims or demands for damages to property or for injury, illness or death of persons directly or indirectly resulting therefrom, and Franchisee agrees to defend and indemnify and to save and hold Franchisor harmless of and from any such claims, loss or damage, including attorney's fee related thereto.  Franchisee shall defend and indemnify Franchisor, holding it harmless from and against any and all claims for damage to persons and property arising from or out of any occurrence in or around Franchisee's premises, except such claims as would relieve any person from liability imposed by state law.
	Franchisor is not responsible, nor liable, for any act, omission, contract, debt or any other obligation of or claim or judgment against Franchisee.  Franchisee therefore agrees that if Franchisor shall be subject to any claim, demand, penalty or become a party to any suit or other judicial, court, or administrative proceeding by reason of any claim, act or omission by Franchisee, its employees or agents, or by reason of any act occurring on the Franchisee's Garlic Jim’s Pizza Restaurant premises, or by reason of omission with respect to the business operations of the Garlic Jim’s Pizza Restaurant, Franchisee shall defend Franchisor and shall also indemnify and hold the Franchisor harmless against all judgments, settlement(s), penalties and expenses, including attorneys' fees, court costs and other expenses of litigation or administrative proceedings, incurred by, or imposed on Franchisor in any litigation or administrative proceeding.  Franchisee's duty to defend Franchisor under this paragraph shall be at the option of Franchisor.

	Effect of Termination; Return of Information; De-Identification; Re-Imaging; Operation as Independent.
	Shall return to Franchisor all information and manuals furnished by Franchisor to Franchisee, together with all other material containing trade secrets, operating instructions or business practice;
	Shall discontinue all use of the Franchisor's Marks (as defined in the Franchise Agreement) and related trade names, the use of any and all signs and papers goods bearing said Marks and trade names, or any reference whatever thereto (which includes but is not limited to taking all necessary steps to change your menu and cause all social media listings, telephone listings in any forum (including telephone books or on the internet) or other advertising and marketing materials referencing the Restaurant to be removed, taken down and/or changed); 
	Shall repaint the exterior and redecorate the interior of the building to the sole satisfaction of Franchisor, so that in Franchisor's opinion it is clear to the public that the location is not part of the System; 
	Shall not operate, or do business under any name or in any manner that might tend to give the general public the impression that this Agreement is still in force or that the Franchisee is connected in any way with Franchisor or has any right to use the System or the Marks.
	Shall not make use of or avail itself of any of the trade secrets, methods of operation, or information received from Franchisor, or disclose or reveal any such information or any portion thereof to anyone not employed by Franchisor or its franchisees;
	Shall not assist anyone not licensed to use the System in the construction or equipping of any business incorporating any or all of the distinctive features or equipment layout that Franchisor has originated and developed and which are identifying characteristics of businesses using the System.

	Disputes.
	Except for actions seeking injunctive relief based on alleged violations of the Obligations Which Survive Termination set forth in this Agreement, any controversy or claim arising out of or relating to this Agreement or the relationship between Franchisee and/or Guarantor and Franchisor shall be settled by arbitration in Los Angeles, California in accordance with the rules of the American Arbitration Association then pertaining, using a single AAA Arbitrator, and judgment upon the award rendered may be entered in any court having jurisdiction thereof.


