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ASSET PURCHASE AGREEMENT

THIS ASSETPURCHASE AGREEMENT (the “Agreement’) is made as of the day of March, 2000
by and among CONCEPT ACQUISITIONS, LLC a California limited liability company (the “Purchaser”),
JRECK SUBS GROUP, INC., a Colorado corporation (the “Company”), Admirals Fleet, Inc.,, A
Washington corporation (the"Seller”, a wholly-owned subsidiary of the « Company”, and, together
with the “Company”, collectively referred to as the “Selling Parties”’) and AMRESCO Commercial
Finance, Inc. (“Amresco”), Purchaser’s lending institution, which Purchaser and Selling Parties
acknowledge is a third party beneficiary to this Agreement and is entitled to enforce its rights
hereunder as if actually a party hereto.

RECITALS

A Purchaser desires to acquire certain assets which shall include but not be
limited to, the franchising rights, franchising agreements, royalty agreements,
development agreements, trademarks, copyrights, logos, vendor contracts,
rebate programs, marketing funds, and any and all other assets and materials
necessary or used in the franchising operations of the Mountain Mikes Pizza
Division ("MM") of Seller. The assets transferred shall be free of all
liabilities, specifically the note due to other parties in amount of approximately
$530,000, secured by royalties of certain Franchise Agreements and any and
all labilities known or unknown which have occurred from the date of the
acquisition of the Mountain Mikes Pizza division by the "Seller" and the
"Company" through the closing date.

B. The Selling Parties desire to sell to Purchaser certain assets that shall include
but not be limited to, the franchising rights, franchising agreements, royalty
agreements, development agreements, trademarks, copyrights, logos, vendor
contracts, rebate programs, marketing funds and any and all other assets and
materials necessary or used in the franchising operations of “MM?”. The assets
transferred shall be free of all liabilities (specifically the note due to othf:r
parties in amount of approximately $530,000 secured by royalties of certain
Mountain Mikes Franchise Agreements) and any and all liabilities known or
unknown which have been incurred by MM , Company and/or Seller from the
date of the acquisition of the Mountain Mikes Pizza division by Company and

Seller through the closing date..

//
/1

I
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AGREEMENT

Now, THEREFORE, in consideration of the promises and mutual covenants and conditions herein
contained, the parties hereto agree as follows: :

1. Authorization and Sale of Assets

1.1 Authonzation of Common Stock. Company’s Board of Directors and the
Seller’s Board of Directors have each authorized the sale of the assets of The Mountain Mikes Pizza
Division of Admirals Fleet, Inc., as more fully described in paragraph 1.2 hereof , as set forth on
Exhibits A and B hereto.

1.2 Purchased Assets. Subject to the terms and conditions hereof, and in
consideration of the Consideration payable by Purchaser to Selling Parties as more fully described in
paragraph 6 hereof, on the Closing Date, as more fully described in paragraph 2.1 hereof, Selling
Parties will sell, convey, transfer, assign, and deliver to Purchaser, and Purchaser will purchase from
Selling Parties, all the assets, properties, and business of Mt. Mike's Pizza franchising operations (the
“MM Franchise Operations™), of every kind, character and description, whether tangible, intangible,
real, personal, or mixed, and wherever located including, but not limited to, the franchising rights,
franchising agreements, royalty agreements, development agreements, trademarks, logos, copyrights,
vendor contracts, rebate programs, marketing funds, and any and all other assets and materials
necessary or used in the MM Franchise Operations, as are set forth on Exhibit C (collectively the
"Purchased Assets"), free and clear of all liabilities, including trade payables, except as provided in
subparagraph A of this paragraph 1.2.

A Assumption of Contracts. Notwithstanding the foregoing provisions
of paragraph 1.2, Purchaser does not assume any responsibility or obligation with respect to any
contracts to which Selling Parties, or either of them, are a party or any liabilities of Selling Parties,
or either of them, other than (i) the franchise agreements (the “Franchise Agreements”), list of which
is set forth on Schedule 1 to Exhibit C attached hereto and those contracts more fully described in
paragraphs 3.3 A and B herein and as set forth on Exhibits D and E attached hereto, that are being
assumed at the Closing and (i) any debt or other obligations of Selling Parties which Purchaser agrees
to assume, including any lease obligations to be assumed by Purchaser (collectively the “Assurr}ed
Debt”) as set forth on Exhibit F attached hereto.. Through and including the Closing Date., _Sellmg
Parties shall duly perform all of their respective obligations pursuant to the terms and provisions of
all contracts to which the Selling Parties, or either of them, is a party, including without limitation
the Assumed Debt, trade payables and all obligations to Seller’s franchisees

B. Retention of Assets. Except for the Purchased Assets relating to the
business and operation of MM, Selling Parties shall retain any and all of their assets, including all
restaurant franchise operations.
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2. Closing Date: Documents; Delivery.

2.1 Closing Date. Subject to funding of the loan from Amresco, as more fully
described in paragraph 5.2B hereof, the closing of the sale of the Purchased Assets by Selling Parties
to Purchaser (the "Closing") shall take place on or about March 25, 2000, or as soon thereafter as
counsel for the respective parties can prepare the necessary and appropriate documentation (the
"Closing Date"), and shall be consummated by mail in accordance with arrangements reasonably
acceptable to counsel for both the Selling Parties and Purchaser.

2.2 Closing. On the Closing Date, Purchaser shall deliver to counsel for the
Selling Parties the Consideration as more fully described in paragraph 5 hereof, and the Selling Parties
shall deliver to Purchaser the Purchased Assets, free of any and all liabilities except as specifically
provided in this Agreement. Notwithstanding the foregoing, on the Closing Date, and as partial
consideration for the Purchase Price, Purchaser shall deposit a portion of the Purchase Price in the
amount of Five Hundred Fifty Thousand Dollars ($550,000) with Jerry J. Goldstein, Esq., attorney
for Purchaser (“Purchaser’s Counsel”), to be deposited in the client trust account (the “Trust Funds”),
with instructions to retain, hold, and dispose of these funds in accordance with the terms of written
instructions addressed to Purchaser’s Counsel executed by Company, Seller and Purchaser, to
provide for the payment of any and all outstanding claims or liabilities known or unknown which
have accrued from the date of the acquisition of MM by the Selling Parties through the Closing Date.
Upon proof of demand therefor, and upon the concurrence of the Selling Parties and Purchaser,
Purchaser’s Counsel shall (i) promptly pay any such liabilities or claims and (ii) receive from the payee
such documentation as shall be required by Selling Parties and/or Purchaser as proof of payment
thereof. Subsequently, Purchaser’s Counsel shall, upon written instructions executed by Selling
Parties and Purchaser, promptly pay the balance, if any, of such Trust Funds to Selling Parties.

3. Representations and Warranties of the Selling Parties. Company and Seller each

represents and warrant to Purchaser as follows:

3.1 Organization and Standing.

A Company is a corporation duly incorporated and validly e?,xisting unc!er,
and by virtue of, the laws of the State of Colorado and is in good standing as a dOmCS‘th corporation
under the laws of such state. Company has requisite corporate power and authority to owp and
operate its properties and assets and to carry on its business.

B. Seller is a corporation duly incorporated and vali-dly existing undef,
and by virtue of, the laws of the State of Washingto.n‘and is in good standing as a domestic
corporation under the laws of such state. Seller has _requxS{te corporate power and authonty to c?wn
and operate its properties and assets and to carry on its business. Seller is a wholly owned subsidiary

of Company.

/
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3.2 Corporate Power; Authorization. Company and Seller, and each of them, has
all requisite legal and corporate power to execute and deliver this Agreement and all other agreements
in connection herewith (collectively, the “Other Agreements”), to sell and issue the Purchased Assets
and to carry out and perform all of its obligations hereunder and under the Other Agreements. The
execution, delivery and performance of this Agreement and the Other Agreements by Company and
the issuance, sale and delivery of the Purchased Assets have been duly authorized by all requisite
corporate action. This Agreement and the Other Agreements constitute the legal, valid and binding
obligations of Company and Seller, and each of them,, enforceable in accordance with their respective
terms, except (i) as limited by applicable bankruptcy, insolvency, reorganization or similar laws
relating to or affecting the enforcement of creditors’ rights, and (ii) as limited by equitable principles
generally. Except for the parties’ respective shareholder and board approvals of this Agreement, no .
consent from any third party and no consent, approval or authorization of, or declaration, filing or
registration with, any government of regulatory authority is required to be made or obtained by
Company or Seller, or either of them, in order to permit the execution, delivery or performance of
this Agreement or any other agreement to which Company and Seller, and each of them, is or will be
a party that is an exhibit to this Agreement, or the consummation of the transactions contemplated
by this Agreement and such other agreements.

33 Material Contracts.

A Company’s Material Contracts. Exhibit D attached hereto sets forth
a list of all of the Company’s Material Contracts (as defined below), true, correct and complete
copies of which have been provided to Purchaser. Company has not violated any of the terms or
conditions of any Material Contract or any term or condition which would permit termination or
modification of any Material Contract, all of the covenants to be performed by any other party thereto
have, to the knowledge of Seller Parties, been fully performed, and no claims have been made or
issued for breach or indemnification or notice of default or termination under any Material Contract.
No event has occurred which constitutes, or after notice or the passage of time, or both, would
constitute, a default by Company under any of the Company’s Material Contracts, and no such event
has occurred which constitutes or would constitute a default by any other party. As used in this
Section 3.3, “Company’s Material Contracts” shall mean written or oral, (i) loan-agreemer‘lts,
indentures, mortgages, pledges, hypothecations, deeds of trust, conditional. sale or title retention
agreements, security agreements, equipment financing obligations or guaranties, or cher sources of
contingent liability in respect of any indebtedness or obligations to any person or entity, or let:cers of
intent or commitment letters with respect to same (other than those which mdmdu?lly provide for
annual payments of less than $10,000); (ii) contracts obligating Corppany to provide products or
services for a period of one year or more; (iii) leases of real property; (iv) leases of personal propgrty
(other than those which individually provide for annual payments of less than $10,OOO);1.or
(v) employment agreements, management service agreements, consultmg_agreemcnts, conﬁdent;ﬁ ity
agreements, non-competition agreements and any other agreements relating to any employee, officer

or director of Company.

1
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B. Seller’s Material Contracts. Exhibit E attached hereto sets forth a list
of all of Seller’s Material Contracts (as defined below), true, correct and complete copies of which
have been provided to Purchaser. Seller has not violated any of the terms or conditions of any
Material Contract or any term or condition which would permit termination or modification of any
Material Contract, all of the covenants to be performed by any other party thereto have, to the
knowledge of Seller Parties, been fully performed, and no claims have been made or issued for breach
or indemnification or notice of default or termination under any Material Contract. No event has
occurred which constitutes, or after notice or the passage of time, or both, would constitute, a default
by Seller under any of the Seller’s Material Contracts, and no such event has occurred which
constitutes or would constitute a default by any other party. As used in this Section 3.3, “Seller’s
Material Contracts” shall mean written or oral, (i) loan agreements, indentures, mortgages, pledges,
hypothecations, deeds of trust, conditional sale or title retention agreements, security agreements,
equipment financing obligations or guaranties, or other sources of contingent liability in respect of
any indebtedness or obligations to any person or entity, or letters of intent or commitment letters with
respect to same (other than those which individually provide for annual payments of less than
$10,000); (ii) contracts obligating Seller to provide products or services for a period of one year or
more; (iii) leases of real property; (iv) leases of personal property (other than those which individually
provide for annual payments of less than $10,000); or (v) employment agreements, management
service agreements, consulting agreements, confidentiality agreements, non-competition agreements
and any other agreements relating to any employee, officer or director of Seller.

3.4  Financial Statements. Exhibit G-1 attached hereto sets forth consolidated and
consolidating balance sheets of Mountain Mike’s Pizza Division of Seller, as of the year ended
September 30, 1997, 1998, and 1999, and the related consolidated and consolidating statements of
income and retained earnings for the three years ending on those dates, [unaudited/audited/reviewed
by BDO Seidman, the Selling Parties’ independent public accountants, whose opinions with respect
to those financial statements are included in that Exhibit G-1. Exhibit G-2 attached hereto sets forth
unaudited consolidated and consolidating balance sheets of MM as of December 31, 1999, together
with related unaudited consolidated and consolidating statements of income and retained earnings ftor
each of the quarterly periods ending on those dates, certified by Michael Cronin, the chief .ﬁnanc1al
officer of Company as accurately reflecting the financial condition of MM for. those periods an.d
accurately reflecting all information normally reported to the Selling Parties’ independent public
accountants for the preparation of Selling Parties’ consolidated financial statements. (Hereafter, the
financial statements in Exhibits G-1 and G-2 are referred to as the “Financial Stater.ttents"’):'The
Financial Statements have been prepared in accordance with generally accepted accounting principles
consistently followed by Selling Parties throughout the periods indicateq, and fal.rly present tbe
financial position of MM as of the respective dates of the balance shef:ts .mcluded in the Financial
Statements, and the results of its operations for the respective periods indicated.

1
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3.5 . Absence of Specified Changes. Since September 30, 1999 there has not been
any:

A Transaction by Company or Seller with respect to the MM operations
or any of the Purchased Assets except in the ordinary course of business as conducted on that date;

B. Capital expenditure by Company or Subsidiary with respect to the MM
operations exceeding Ten Thousand Dollars ($10,000.00);

‘ C. Material adverse change in the financial condition, liabilities, assets,
business, or prospects of MM or any of the Purchased Assets;

D. Destruction, damage to, or loss of any asset of MM (whether or not
covered by insurance) that materially and adversely affects the financial condition, business, or
prospects of MM or the Purchased Assets..

E. Change in accounting methods or practices (including, without
limitation, any change in depreciation or amortization policies or rates) by Company or Seller;

F. Revaluation by Company or Seller, or either of them, of any of the
Purchased Assets;

G. Sale or transfer of any asset of MM, except in the ordinary course of
business;

H. Amendment or termination of any contract, agreement, or license to

which MM, is a party, or to which Company and/or Seller is a party on behalf of MM, except in the
ordinary course of business;

L Loan by MM, Company and/or Seller to any person or entity, or
guaranty by MM, Company and/or Seller of any loan, either of which obligates MM ;

I Mortgage, pledge, or other encumbrance of any asset of MM,
including the Purchased Assets;

K. Waiver or release of any right or claim of MM, or of Company and/or
Seller on behalf of MM, except in the ordinary course of business;

L. Commencement or notice or threat of commencement of any civil
litigation or any governmental proceeding against or investigation of MM, the Purchased Assets,
Company and/or Seller on behalf of MM, or the affairs of any of them;
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. M. Labor trouble or claim of wrongful discharge or other unlawful labor
practice or action involving MM, or any of the franchisees of MM

N. Increase in the salary or other compensation payable or to become
payable by MM, Company and/or Seller to any of the officers, directors, or employees of MM, or the
declaration, payment, or commitment or obligation of any kind for the payment, by MM, Company
and/or Seller, of a bonus to any of the officers, directors, or employees of MM, or other additional
salary or compensation to any such person;

0. Agreement by Company and/or Seller to do any ofthe things described
in the preceding clauses (A) through (N) of this paragraph 3.5;

| P. Other event or condition of any character that has or might reasonably
have a material and adverse effect on the financial condition, business, assets, liabilities, or prospects
of MM or the Purchased Assets.

3.6 .Debts, Obligations and Liabilities. Exhibit G-3 attached hereto contains a true
and complete schedule of all debts, obligations and liabilities of (i) MM, or (ii) Company and/or Seller
with respect to the assets and operations of MM and/or the Purchased Assets. Neither MM, Company
or Seller has any debts, liabilities, or obligations of any nature, whether accrued, absolute, contingent,
or otherwise, and whether due or to become due which effect the assets, business or franchise
operations of MM, or of any of the Purchased Assets,, that are not set forth in Exhibit G-3.

3.7  Tax Returns and Audits. Within the times and in the manner prescribed by
law, Company and Seller have filed all federal, state, county and local tax returns required by law and
have paid all taxes, assessments, and penalties due and payable, including any California, Washington,
county or local taxes effecting the assets, business or franchise operations of MM or of the Purchased
Assets. The provisions for taxes reflected in Company's consolidated balance sheet as of December
31, 1999 as set forth on the Financial Statements attached hereto as Exhibit G-2, are adequate for any
and all federal, state, county, and local taxes for the period ending on the date of that balance sheet
and for all prior periods, whether or not disputed. There are no present disputes as to taxes of any
nature payable by MM, Company and/or Seller.

3.8  Tangible Personal Property. The books and records of MM, Company and
Seller contain a complete and accurate description, and specify the location, of all machmery,
equipment, furniture, supplies, drawings, and all other tangible personal property owngd by, in the
possession of, or used by MM, or by Company and/or Seller on behalf of MM in connection with the
business and franchise operations of MM. No personal property used by.any of MM, Company
and/or Seller in connection with the MM business and franchise operations 1s held under any leas'e,
security agreement, conditional sales contract, or other title retention or security arrangement, Of 1S
located other than in the possession of MM, Company and/or Seller. The tangible personal property
reflected in those books and records constitutes all such tangible personal property necessary for the
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conduct by MM, Company and/or Seller of the MM franchise operations and business asis presently
conducted.

3.9  Trade Names, Trademarks, and Copyrights. Exhibit H attached hereto is a
schedule of all trade names, trademarks, logos, service marks, and copyrights and their federal or
state registrations, if any, with respect to the business and franchise operations of MM, owned by
MM, Company and/or Seller or in which they have any rights or licenses, together with a brief
description of each. Selling parties have no knowledge of any infringement or alleged infringement
by others of any such trade name, trademark, service mark, or copyright. None of MM, Company
and/or Seller have infringed, and are not now infringing, on any trade name, trademark, service mark,
or copyright belonging to any other person, firm, or corporation. Except as set forth in Exhibit H
none of MM, Company or Seller is a party to any license, agreement, or arrangement affecting MM
or the franchise operations thereof, whether as licensor, licensee, franchisor, franchisee, or otherwise,
with respect to any trademarks, service marks, trade names, or applications for them, or any
copyrights. MM, Company and/or Seller own, or hold adequate licenses or other rights to use, all
trademarks, service marks, trade names, and copyrights necessary for the MM franchise operations
and business as now conducted by them (including without limitation those listed in Exhibit H, and
that use does not, and will not, conflict with, infringe on, or otherwise violate any rights of others.
The Selling Parties have the right to sell or assign to Purchaser all such owned trademarks, trade
names, service marks, and copyrights, and all such licenses or other rights.

3.10 Trade Secrets. Exhibit I attached hereto is a true and complete list, without
extensive or revealing descriptions, of the Selling Parties’ trade secrets with respect to the MM
franchise operations and business, including all recipes, vendor lists, supplier lists, processes,
know-how, advertising strategies, computer programs and routines, and other technical dat.a. _The
specific location of each trade secret's documentation, inclqdix}g its complete .des.cr_lptlon,
specifications, charts, procedures, and other material relating to it, is alsc_’ set'forth ‘.“th it in that
Exhibit I. Each trade secret's documentation is current, accurate, and sufficient in detall-and content
to identify and explain it and to allow its full and proper use by Purchaser without reliance on the

special knowledge or memory of others.

MM, Company and/or Seller is, or are, the sole owner(s)_ of each 9f these trade secrets, (t:'ree anag cl:na(li'
of any liens, encumbrances, restrictions, or legal or equitable claims of others . 1\/[M,ar omp . Z;alue
Seller have taken all reasonable security measures to protect the secrecy, cpnﬁderm ity, an vaue
of these trade secrets; any of their employees and any other persons who,. either alone or 1:; c:r cer
with others, developed, invented, discovered, derivedz programmed, or designed these scralc(:)rt?cé o
have knowledge of or access to information relating to them, have bein 15;;/1 ogompany and,/or
appropriate, have entered into agreements that these secrets are proprietary to ,

Seller and not to be divulged or misused.

d and protectible and are not part of the public knowledge

tly vali ;
All these trade secrets are pressnly ¥ have they been used, divulged, or appropriated for the

or literature; nor to Selling Parties’ knowledge
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benefit of any past or present employees or other persons, or to the detriment of Company or
Subsidiary.

3.11 Title to Assets. The Selling Parties, and each of them, have good and
marketable title to all their respective assets and interests in assets, whether real, personal, mixed,
tangible, or intangible, which constitute all the assets and interests in assets that are used in the
business and franchise operations of MM, including the Purchased Assets. All these assets are free
and clear of restrictions on or conditions to transfer or assignment, and free and clear of mortgages,
liens, pledges, charges, encumbrances, equities, claims, easements, rights of way, covenants,
conditions, or restrictions, except for (i) those disclosed in the consolidated balance sheet of Company
and Seller as of December 31, 1999, included in the Financial Statements, or in Exhibit J attached
hereto, and (i) possible minor matters that, in the aggregate, are not substantial in amount and do not
materially detract from or interfere with the present or intended use of any of the Purchased Assets
or materially impair the business and franchise operations of MM, and all of which are to be either
(x) paid on the Closing Date, (y) paid as part of the Trust Funds deposited with Purchaser’s Counsel
as provided in paragraph 2.2 hereof, or (z) assumed by Company and/or Seller. None of MM,
Company and/or Seller are in default or in arrears in any material respect under any lease. All tangible
personal property of MM, Company and/or Seller necessary to the business and franchise operations
of MM are in good operating condition and repair, ordinary wear and tear excepted. MM, Company
and/or Seller are in possession of all premises leased to them from others.

3.12. Franchisees and Sales. Schedule 1 to Exhibit C attached hereto is a correct
and current list of all franchisees of MM together with summaries of the sales reported by each such
franchisee, and franchise fees paid by each such franchisee, to MM, Company and/or Seller made to
each customer during the most recent fiscal year ended December 31, 2000 and the most recent
month ended February 29, 2000. Except as set forth on Schedule 1 to Exhibit C, neither Cgmpan_y
nor Seller has any information, or is aware of any facts, indicating that any of these franchisees (1)
intend to cease doing business as a franchisee of MM or (ii) will materially alter the amount of the
business they are presently doing as a franchisee of MM..

Employment Contracts and Benefits.

LS ]

3.1

A Exhibit K attached hereto is a list of all employment contracts and
collective bargaining agreements, and all pension, bonus, proﬁt-§hadng, stock optlon,'o; other
agreements oOr arrangements providing for employee remuneration or benef_its to Whl;:] 1 I\k/lﬂ\/[,
Company and/or Seller is a party or by which MM, Compapy and/or Seller 1s bound.S " t esi
contracts and arrangements are in full force and effect, and nexthel:r I\/II\/I,f(iior;piny, n(cj)rtoet }f: br:;t

s 1 I efaults and,
other party is in default under them. There have beefl noc aims of dt : _
a‘krrlx}:)wledgepoftyhe Selling Parties, there are no facts or COﬂdlthﬂS.that if con_tmued, or onlflotllc;c:,rt V\;llsl'
result in a default under these contracts or arrangements. There ts go Eendiﬁg gr,szze’_::i 01;1% Par hll >
' I k stoppage affecting the bu _
knowledge, threatened labor dispute, strike, or wor ' ! 1 e
1 : fthem, have complied with all applica
tions of MM. MM, Company and Seller, and each 0 n, li
?alis:afé? each of their respective employee benefit plans, including the provisions of the Employee

TRADEMARK
REEL: 002070 FRAME: 0772



Retirement Income Security Act (ERISA) if and to the extent applicable. There are no threatened or
pending claims by or on behalf of any such benefit plan, by or on behalf of any employee covered
under any such plan, or otherwise involving any such benefit plan, that allege a breach of fiduciary
duties or violation of other applicable state or federal law, nor is there, to selling parties' knowledge
any basis for such a claim. Neither MM, Company nor Seller has entered into any severance or similax"
arrangement in respect of any present or former employee that will result in any obligation, absolute
or contingent, of Purchaser, MM, Company or Seller, to make any payment to any present or former
employee following termination of employment.

B. Employment. Selling Parties, and each of them, agree that, effective
on the Closing Date, Purchaser may employ certain management personnel, advisors and staff of MM
and the Selling Parties to provide necessary management and effect an orderly transition of the
opergtions of MM from the Selling Parties to Purchaser, as more fully described in Exhibit L (the
"Designated Employees"). Such Designated Employees shall be entitled to retain copies (including
photocopies and computer file copies) of all books, records, customer lists, vendor lists, supplier lists,
contacts, and lists of prospective franchisees, as shall be necessary to properly manage and conduct
the activities of MM from and after the Closing. Selling Parties, and both of them warrant and
guarantee that they shall not bring any action for breach of contract, misappropriation of trade
secrets, or breach of any other similar fiduciary duty against Purchaser and/or the Designated
Employees arising out of the employment by Purchaser of such Designated Employees."

3.14 Insurance Policies. Exhibit M attached hereto is a description of all insurance
policies held by MM, Company and/or Seller concerning the businesses and franchise operations of
MM. All these policies are in the respective principal amounts set forth in Exhibit M. The Selling
Parties, and each of them, have maintained and now maintain (i) insurance on all the Purchased
Assets, business and franchise operations of MM of a type customarily insured, covering property
damage and loss of income by fire or other casualty, and (ii) adequate insurance protection against
all liabilities, claims, and risks against which is customary to insure. Neither MM, Company nor Seller
is in default with respect to payment of premiums on any such policy. No claim is pending under any
such policy with respect to the Purchased Assets, or business and franchise operations of MM. The
Selling Parties shall obtain “tail” coverage to all such insurance policies with respect to any and' all
liabilities, claims, and risks regarding the Purchased Assets and business and operations of MM arising

prior to the Closing Date.

315 Other Contracts. Neither MM, Company nor Seller is a party to, nor are the
Purchased Assets, business and franchise operations of MM bound by, any distnbutor's or
manufacturer's representative or agency agreement, any output or requirements agreement; any
he ordinary course of business; any indenture, mortgage, deed oftrust,
hat is unusual in nature, duration, or amount (including, without
ct to the Purchased Assets , the business and franchise operations
MM, Company or Seller of any obligation for a period of t_ime
Closing Date, except the agreements set forth in Exhlb_lt N
rnished or made available to Purchaser. There is no

agreement not entered into int
or lease; or any agreement t
limitation, any agreement with respe
of MM requiring the performance by
extending beyond one (1) year from
attached hereto, copies of which have been fu
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default or event that, with notice or lapse of time or both, would constitute a default by any party to
any of these agreements. Neither MM, Company nor Seller has received notice that any party to any
of these agreements intends to cancel or terminate any of these agreements or to exercise or not
exer.cise any options under any of these agreements. Neither MM, Company nor Seller is a party to,
nor is any such party or the Purchased Assets bound by, any agreement that is materially adverse to

the Purchased Assets or the businesses, properties, or financial condition of MM or its franchise
operations.

3.16 Compliance With Laws. Neither MM, Company nor Seller has received notice
gf any violation of any applicable federal, state, or local statute, law, or regulation (including, without
limitation, any applicable building, zoning, environmental protection, occupational safety or other law,
ordinance, or regulation) affecting the Purchased Assets, the business and franchise operations of
MM, or of any of the MM franchisees, and to the best of the knowledge of MM, Company and Seller,
there are no such violations.

3.17 Latigation. Thereis not pending, or, to the best knowledge of MM, Coinpany
and/or Seller, threatened, any suit, action, arbitration, or legal, administrative, or other proceeding,
or governmental investigation against or affecting the Purchased Assets or the assets, financial
condition, business and franchise operations of MM. Neither MM, Company nor Seller is in default
with respect to any order, writ, injunction, or decree of any federal, state, local, or foreign court,
department, agency, or instrumentality with respect to the Purchased Assets or the business and
franchise operations of MM. Neither MM, Company nor Seller is presently engaged in any legal
action to recover moneys due to any of them or damages sustained by any of them with respect to
the Purchased Assets or the business and franchise operations of MM.

3.18 Agreement Will Not Cause Breach or Violation. The consummation of the
transactions contemplated by this Agreement will not result in or constitute any of the following: )
a breach of any term or provision of this Agreement; (ii) a default or an event that, with notice or
lapse of time or both, would be a default, breach, or violation of the articles of incorporation or
bylaws of Company or Seller or any lease, license, promissory note, conditional sales contract,
commitment, indenture, mortgage, deed of trust, or other agreement, instrument, or arrangement to
which MM, Company or Seller is a party or by which any of them or the property of any of them,
including the Purchased Assets, is bound,; (iii) an event that would permit any party to terminate any
agreement or to accelerate the maturity of any indebtedness or other obligation of MM, Compgny'or
Seller; or (iv) the creation or imposition of any lien, charge, or encumbrance on any of the properties

of MM, Company or Seller, including the Purchased Assets.

3.19  Authority and Consents. Selling Parties have the right, power, legal capacity,
and authority to enter into, and perform their respective obligations under, thi§ Agreemept, an'd no
approvals or consents of any persons other than Selling Parties are necessary in connection with it
other than the consent of the California Department of Corporations. The execution and dehvery( of
this Agreement by Company and Seller have been duly authorized by all necessary cqrporate action

on the part of Company and Seller.
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3.20 Interest in tomers, Supplier mpetitors. Except as set forth in
Exhibit O attached hereto, no officer, director, or employee of Company or Seller, or any spouse or

child of any of them, has any direct or indirect interest in any competitor, supplier, or customer of
MM or in any person from whom or to whom MM leases any real or personal property, or in any
other person with whom MM is doing business. '

3.21. Corporate Documents. Selling Parties have furnished to Purchaser for its
examination (i) copies of the articles of incorporation and bylaws of Company and Seller; (ii) the
minute books of Company and Seller containing all records required to be set forth of all proceedings,
consents, actions, and meetings of the shareholders and boards of directors of Company and Seller;
(i1i) all permits, orders, and consents issued by the Colorado Department of Corporations with respect
to Company, and the Washington Department of Corporations with respect to Seller, respectively,
or any security of either of them, and all applications for such permits, orders, and consents; and (iv)
the stock transfer books of Company and Subsidiary setting forth all transfers of any capital stock.

3.22 Personnel. Exhibit K is a list of the names and addresses of all oﬁicers,
directors, employees, agents, and manufacturer's representatives of MM, Company and Seller

involved in the business and franchise operations of MM, stating the rates of compensation payable
to each.

3.23  Full Disclosure. None of the representations and warranties made by MM,
Company or Seller, or made in any certificate or memorandum furnished or to be furnished by any
of them or on their behalf, contains or will contain any untrue statement of a material fact, or omits
to state a material fact necessary to make the statements made, in the light of the circumstances under
which they were made, not misleading.

4, Representations and Warranties of Purchaser. Purchaser hereby represents and
warrants to the Selling Parties as follows:

4.1  Organization and Standing. Purchaser is (i) a limited liability company fiu!y
organized and validly existing under, and by virtue of, the laws of the State of Califorma"and is in
good standing as a domestic limited liability company unqer the' laws of such. state; (ii) has alc:
necessary power to own and lease its properties, to carry on it's bus.mess as not bglng copducted an
to enter into and perform this Agreement and all agreements to v'vhlch'Purc?las.er is or w1.11 be a parltly
that are exhibits to this Agreement; and (i) is qualified to do bus.mess in all Junsdlctxon_s in whlc_h_t e
failure to so qualify would have a material adverse effect on it's business or financial cqndlthn.
Purchaser has made available to the other parties for inspection complete and correct copies of its
Articles of Organization and Operating Agreement as in effect on :the Date hereof al?d arecord of ang
and all proceedings or actions at all meetings of, or taken by'wrltten consent, by its Managers an:
Members, from and after January 26, 2000, in each case, certified as true and complete and correct

by Purchaser's Managers, copies of which are attached hereto as Exhibit P.

1
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4.2  Capitalization. Purchaser presently has 18,000 membership interests issued
:«md outstanding and total capitalization in the amount of $500,000. Purchaser may, at its option,
issue additional Membership Interests for reasonable consideration. Purchaser is under no duty to
redeem or to repurchase any membership interests of any class. The outstanding membership
interests are all duly and validly authorized and issued, fully paid and nonassessable and were issued
in compliance with all applicable federal and state securities laws."

43 Corporate Power; Authorization. Purchaser has all requisite legal and
corporate power as provided a limited liability company under the California Corporations Code (the
"Code") and its operating agreement (the "Operating Agreement") to execute and deliver this
Ageement and the Other Agreements. The following have been duly authorized by all requisite
action: (a) the execution, delivery and performance of this Agreement and the Other Agreements by
Purchaser; (b) the issuance, transfer and delivery of the Class III Convertible Interests, as more fully
described in paragraph 6.2 (D) of this Agreement. This Agreement and the Other Agreements
constitute the legal, valid and binding obligation of Purchaser, enforceable in accordance with their
respective terms, except (1) as limited by applicable bankruptcy, insolvency, reorganization or similar
laws relating to or affecting the enforcement of the creditors' rights, and (ii) as limited by equitable
principles generally.

4.4 Consents. No consent, approval, or authorization of, or declaration, filing, or
registration with, any United States federal or state governmental or regulatory authority is required
to be made or obtained by Purchaser in connection with the execution, delivery, and performance of
this Agreement and the consummation of the transactions contemplated by this Agreement.

4.5 Full Disclosure of Material Facts. Purchaser has fully disclosed all facts with
respect to Purchaser’s business, operations, financial condition and liabilities that are material to the
Selling Parties’ determination to accept the consideration for the sale of the Assets to Purchaser.

4.6  Opportunity to Perform Due Diligence. Purchaser has been provided by the
Selling Parties a reasonable opportunity to perform satisfactory due diligence with respect to the
Purchased Assets set forth in Exhibit C, the Company’s Material Contracts set forth in Exhibit D

and Seller’s Material Contracts set forth in Exhibit E.

47 Disclosure of Information. Purchaser believes that it has received all the
information it considers necessary or appropriate for deciding whether to purchase the Assets. In
addition, it has had an opportunity to discuss the business, management, and financial affairs of MM
with the Selling Parties’ management and to review the MM facilities. It understands that its
discussions, as well as the written information given to it by the Selling Parties, were intended to
describe the aspects of MM’s business and prospects which Selling Parties believe to be material, but
were not necessarily a thorough or exhaustive description.

"
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5. Consideration.

5.1. PurchasePrice: Inconsideration of the sale of the Purchased Assets by Selling
Parties to Purchaser, Purchaser will pay to Selling Parties the sum of Four Mllhon Dollars
($4,000,000) (the "Purchase Price"), as follows:

5.2. Terms:

A Purchaser paid $500,000 cash upon execution of the Letter of Intent
(the “Letter”) dated February 26, 2000, receipt of which is hereby acknowledged;

B. At the Closing, Purchaser will pay $ 2,500,000 cash to Selling Parties
upon closing of the financing with Amresco, the Purchaser’s lending institution, which financing is
anticipated to be funded on or about March 25, 2000, or as soon thereafter as the parties’ counsels
can prepare the necessary and appropriate documentation (the “Closing Payment”), less the amount
paid to Purchaser’s Counsel in trust as provided in Section 2.2 hereof:

C. At the Closing, Purchaser will deliver to Selling Parties a $200,000
unsecured interest free subordinated note (the “Note”), due and payable twenty-four (24) months
from the Closing Date, in form and substance as attached hereto as Exhibit Q; and

D. At the Closing, Purchaser will deliver to Selling Parties $800,000 in
Class III Convertible Interests of Purchaser (the "Class III Interests"). The Class III Interests will
(1) be Economic Interests, not Membership Interests, (ii) be non-voting, (iii) will not be entitled to
share in the profits generated by, or receive any cash or other distributions from, Purchaser, but (iv)
will be entitled to a distribution of sales proceeds in the event of a sale, merger or liquidation of
Purchaser, or of the sale, merger or liquidation by Purchaser of the Purchased Assets or any other
assets, in an amount equal to eighteen percent (18%) of the amount realized by Purchaser from such
sale, merger or liquidation in excess of Four Million Dollars ($4,000,000), net of commissions and
other expenses of such sale, merger or liquidation (the “Sale Consideration™); provided, however, that
in the event of a merger or other transaction in which all or a portion of the consideration derived by
Purchaser in excess of $4,000,000 is in stock, corporate bonds or other securities (collectively the
“Securities”) , Purchaser shall pay the Sale Consideration to Selling Parties in kind, either (i) solely
in Securities or (ii) if Purchaser has received cash and Securities, partially in cash and partially in
Securities, in proportion to the amount of cash and Securities derived by Purchaser in excess of Four
Million Dollars ($4,000,000). The Class III Interests will further provide that, following the full
retirement of all debt financing by the Purchaser, including the Amresco debt, Company shall have
the right, at its option, in its sole and absolute discretion, to (i) convert the Class III Interests into
Class I Investment Interests of Purchaser (the "Class I Interests") in an amount equal to eighteen
percent (18%) of such Class I Interests outstanding on the Closing Date or (ii) convert the Class III
Interests into a promissory note of Purchaser in the principal amount of Eight Hundred Thousand
Dollars ($800,000), bearing interest at three percent (3%) above the five-year government bond rate,

14
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payable interest only each quarter, with all principal and an id inte
' , y accrued and unpaid interest d
payable in five (5) years from the date of conversion by the Selling Parties. P *t dueand

6. Allocation of the Purchase Price.

5.1, Allocations. Selling Parties and Purchaser acknowledge that the
i that th
Price shall be allocated among the Assets as follows: 8 Purchase

Allocation of Assets Purchase Price
(a) Franchise Rights $ 3,700,000.00
(b) Accounts Receivable $ 132,000.00
(©) Furniture and Equipment $ 10,000.00
(d)  Supplies & Inventories $ 40,000.00
(e) All patents, trademarks, trade names, copyrights,

and other intellectual property rights ‘ $ 100,000.00
® All promotional materials - $ 17,000.00
(g)  All other rights/goodwill $ 1,000.00

6.2  .Reporting of Allocations. Purchaser and Selling Parties have made a mutual
good faith determination of the respective values of the Purchased Assets, and the allocations in the
preceding paragraph 6.1 are based upon such determination. Each of such parties agrees that it shall
not take any position for purposes of computing federal or state income or franchise taxes that is
inconsistent with the foregoing allocations. Purchaser and Selling Parties shall independently file
with the Internal Revenue Service IRS Form 8594, which shall set forth an allocation of the Purchase
Price among the Purchased Assets in accordance with the preceding paragraph 6.1. If Purchaser or
Selling Parties, or either of them, fail to comply with this paragraph 6.2, such party shall be liable for
all taxes, legal and accounting fees, and other expenses actually incurred by the other party as a
consequence of such failure; provided, however, that, should such fees and other expenses be
incurred in connection with any audit or other inquiry involving issues beyond the scope of this
Agreement, any party liable for reimbursement of such fees and expenses under this Paragraph shall
be responsible only for the portion of the total fees and expenses incurred that reasonably relate to
the issues arising under this Agreement. In the event that Purchaser, the Selling Parties, or either of
them, becomes a party to any audit or inquiry involving issues within the scope of this Agreement,
such party shall deliver written notice of such audit or inquiry to the other party within seven days
from receipt of notice of such audit or inquiry. Such audited party shall continue to provide relevant

information regarding such audit or inquiry to the other party.
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7. Selling Parties Obligations Before Closing. Selling Parties covenant that from the date
of this Agreement until the Closing:

7.1 Purchaser’s Access to Premises and Information. Purchaser and its counsel,
accountants, and other representatives shall have full access during normal business hours to all
properties, books, accounts, records, contracts, and documents of or relating to Company, Seller, the
Purchased Assets, and the business and franchise operations of MM. Selling Parties shall furnish or
cause to be furnished to Purchaser and its representatives all data and information concerning the
business, finances, and properties of Company, Seller, the Purchased Assets, and the business and
franchise operation of MM that may reasonably be requested.

7.2 Conduct of Business in Normal Course. Company and Seller shall conduct
and carry on the business, activities and franchise operations of MM diligently and in substantially the
same manner as they previously have been carried out and shall not make or institute any unusual or
novel methods of purchase, sale, lease, management, accounting, or operation that vary materially
from those methods used by MM, Company and Seller with respect thereto as of the date of this
Agreement. In so doing, the Selling Parties shall conduct the business of MM and engage in
transactions only in the ordinary course of business and consistent with past and previous practices,
except as consented to or approved by Purchaser in writing.

During the period from the date of the execution of this Agreement through the Closing Date, the
Selling Parties will not (i) enter into any employment agreement with any of the employees of MM
or otherwise bind MM or Purchaser with respect to any employment agreements, (ii) purchase any
capital equipment, (iii) incur any material debt not in the ordinary course of business, (iv) change the
pricing, advertising, promotion or other services provided to the franchisees of MM, (v) enter into
any agreements for the purchase of materials and supplies with suppliers and vendors of MM, other
than in the ordinary course of business, (vi) sell or otherwise divest MM of assets othg:r than has been
customary in the ordinary course of business, (vii) effect any changes in the operations of MM, or

(viii) agree to any of the foregoing."

73  Preservation of Business and Relationships. Company and Seller will use thgir
best efforts, without making any commitments on behalf of Purchaser, without Purchaser’s prior
written authorization, which authorization, in the sole and absolute discr'c?tion of Purclfaser, may be
given or withheld, (i) to preserve the MM business organ?zation intact, 91.1) to keep .avallable to MM
the present officers and employees necessary for the .busmess and franchise operatxons.of l\gM, (iii)
to preserve their present relationships with suppliers, customers, and others havu:ig .Hus?f;s
relationships with them on behalf of MM, and (iv) to preserve for Purchaser the goodwill of the

franchisees of MM.

74  Corporate Matters. Neither Company nor Seller wi!l (_i) am_enq ‘its articles of
incorporation or bylaws; (ii) incorporate or othgrvyise organize MM as a lx.mlted liability lciompi.‘t:y,
limited liability partnership, general partnership, limited partnership, association, trust, Qr other entity,
or agree to do any of the acts listed hereinabove.
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7.5  Maintenance of Insurance. Company and Seller will continue to carry their
existing insurance, subject to variations in amounts required by the ordinary operations of their
businesses. At the request of Purchaser and at Purchaser's sole cost and expense, the amount of
insurance against fire and other casualties that, at the date of this Agreement, Company and Seller
carry on the Purchased Assets or the business and franchise operations of MM shall be increased by
the amount or amounts Purchaser shall specify. Effective upon the execution of this Agreement,
Selling Parties shall cause Purchaser to be named as an additional insured on each existing insurance
policy carried by Company and Seller.

7.6  Employees and Compensation. Neither Company nor Seller will do, or agree
to do, any of the following acts: (i) make any change in compensation payable or to become payable
by either of them, to any officer, employee, sales agent, or representative as set forth on Exhibit K
attached hereto (the “Designated Employees™); (ii) make any change in benefits payable to any such
Designated Employee under any bonus or pension plan or other contract or commitment; or (iii)
modify any collective bargaining agreement to which either of them is a party or by which either may
be bound the effect of which would be, in whole or in part, to create a liability burdening the
Purchased Assets or the business and franchise operations of MM.

7.7  New Transactions. Neither Company nor Seller will, without Purchaser’s prior
written consent, which consent, in the sole and absolute discretion of Purchaser, may be given or
withheld, do or agree to do'any of the following acts with respect to the Purchased Assets or the
business and franchise operations of MM:

A Enter into any contract, commitment, OF transaction which effects the
Purchased Assets or the business and franchise operations of MM, not in the usual and ordinary
course of its business; or

B. Enter into any contract, commitment, or transaction in the usual and
ordinary course of business involving an amount exceeding Five Thousand Dollars ($5,000.00),
individually, or Ten Thousand Dollars ($10,000.00) in the aggregate; or

C. Make any capital expenditures in excess of Five Thousand Dol_lars
($5,000.00) for any single item or Ten Thousand Dollars ($10,000.00) in the aggregate, Or enter into
any leases of capital equipment or property under which the annual lease charge 1s in excess of Three

Thousand Dollars ($3,000.00); or

D. Sell or dispose of any capital assets with a net book value excegding
Two Thousand Dollars ($2,000.00) individually, or Five Thousand Dollars ($5,000.00) in the
aggregate.

7.8 Existing Agreements. Neither Company nor Seller will modify, amend, cancel,

or terminate any of its existing contracts or agreements, or agree to do any of those acts. with respect

. . ) o S ren
to the Purchased Assets or the business and franchise operations of MM, without the prior wntte
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authorization of Purchaser, which authorization, in the sole and absolute discretion of Purchaser, may
be given or withheld.

7.9  Documentation of Procedures and Trade Secrets. At the written request of
Purchaser, Company and Seller will within seven (7) days, document and describe any of their trade
secrets, processes, or business procedures with respect to the Purchased Assets and the business and
franchise operations of MM as specified by Purchaser, in form and content satisfactory to Purchaser.

7.10 Representations and Warranties True at Closing. All representations and
warranties of Selling Parties set forth in this Agreement and in any written statements delivered to
Purchaser by Selling Parties under this Agreement will also be true and correct as of the Closing Date
as if made on that date.

7.11 Corporate and Shareholder Approvals. Company and, if required, Seller, will
each deliver to Purchaser, on or before the Closing Date, a written consent of its shareholders
authorizing and approving the sale of the Purchased Assets to Purchaser on the terms and conditions
provided in this Agreement.

8. Purchaser’s Obligations Before Closing.

8.1 Information To Be Held in Confidence. Purchaser agrees that, unless and until
the Closing has been consummated, Purchaser and its officers, managers, and other representatives
will hold in strict confidence, and will not use to the detriment of Company and Seller, all data and
information with respect to the business of MM, Company and Seller obtained by Purchaser in
connection with this transaction or Agreement, except insofar as that data and information may be
required by law to be included in Purchaser’s Confidential Private Placement Qﬁ"ering Memorandum
or information required to be provided to its Members, required by the Securities Exchange Act c_)f
1934, as amended, and the general rules and regulations issued under that act; or by the California
Commissioner of Corporations, and if the transactions contemplated by t}ys agreement are not
consummated, Purchaser will return to Selling Parties all that data and information that Selling Par.tles
may reasonably request, including, but not limited to, worksheets, test reports, mz}nuals., lils;;s,
memoranda, and other documents prepared by or made available to Purchaser in connection with this

transaction.

82  Cooperation in Securing Consents of Third Parties. Purchaser will use ts bgst
efforts to assist Purchaser and Seller in obtaining the consent of all necessary persons and agencies

to the assignment and transfer to Purchaser of any and all of. the Purchased Ass:rt;, n}cl:rd;?lg
agreements with the United States government or any ofits agencies, or the State of Calitormia \
of its agencies, to be assigned and transferred under the terms of this Agreement.

8.3 Resale Certificate. Purchaser agrees to furnish any rlesale certificate or Zther
documents reasonably requested by Selling Parties comply with the provisions of the sales and use

tax laws of the State of California.
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8.4  Bulk Sales Law. Purchaser waives compliance with the provisions of the
California Commercial Code relating to bulk transfers in connection with this sale of assets, subject
to the indemnities of Selling Parties contained in this agreement. Nothing in this paragraph 8.4 shall
estop or prevent either Purchaser or the Selling Parties from asserting as a bar or defense to any

action or proceeding brought under that law that it does not apply to the sale contemplated under this
Agreement.

9. Conditions Precedent to Purchaser’s Performance. The obligations of Purchaser to

purchase the Purchased Assets under this Agreement are subject to the satisfaction, at or before the
Closing, of all the conditions set out below in this paragraph 9. Purchaser may waive any or all of
these conditions in whole or in part without prior notice; provided, however, that no such waiver of
a condition shall constitute a waiver by Purchaser of any of its other rights or remedies, at law or in
equity, if Company or Seller shall be in default of any of their representations, warranties, or
covenants under this Agreement.

9.1 Accuracy of Selling Parties' Representations and Warranties. Except as
otherwise permitted by this Agreement, all representations and warranties by each of the Selling
Parties in this Agreement, or in any written statement that shall be delivered to Purchaser by any of
them under this Agreement, shall be true in all material respects on and as of the Closing Date as
though made at that time.

9.2  Performanceby Selling Parties. Selling Parties shall have performed, satisfied,
and complied in all material respects with all covenants, agreements, and conditions required by this
Agreement to be performed or complied with by them, or any of them, on or befere the Closing Date.

93  No Material Adverse Change. During the period from January 1, 2000 to the
Closing Date, there shall not have been any material adverse change in the financial condition or the
results of operations of MM, Company or Seller, and neither Company nor Seller shall hgve sustained
any material loss or damage to its assets or the Purchased Assets, whether or not insured, that

materially affects its ability to conduct a material part of its business.

94  Certification by Selling Parties. Purchaser shall have received a certiﬁca‘te,
dated the Closing Date, signed and verified by Company’s and Sellefr’s? respective pre§1dents or vice
presidents and their respective treasurers or assistant treasurers, certifying, in such deta'u'l as Purc..h.aser
and its counsel may reasonably request, that to the best of their knowledge the conditions specified

in paragraphs 3.19, 7.2-7.8, 7.12, and 9.3 have been fulfilled.

95  Opinion of Selling Parties' Counsel. Purchaser shall have received from Eric

Swartz , Esq., counsel for Selling Parties, an opinion dated the Closing Date, in form and substance
satisfactory to Purchaser and its counsel, that:

d Seller are corporations duly organized and validly

an
A. Company rnia, and each has all necessary

existing and in good standing under the laws of the State of Califo
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corporate power to own its properties as now owned and operate its business as now operated.

B. Company does not own, directly or indirectly, any equity security of
any corporation except Seller. Seller does not own, directly or indirectly, any equity security of any
corporation ’

C. Mountain Mike’s Pizza Division is a division of Seller and has not been
incorporated or organized as a limited liability company, limited liability partnership, limited
partnership, general partnership, association, trust, or other entity.

D. This Agreement has been duly and validly authorized and, when
executed and delivered by all Selling Parties, will be valid and binding on each of them and
enforceable in accordance with its terms, except as limited by bankruptcy and insolvency laws and
by other laws affecting the rights of creditors generally.

E. Such counsel does not know of any suit, action, arbitration, or legal,
administrative, or other proceeding or governmental investigation pending or threatened against or
affecting the Purchased Assets or the business and franchise operations of MM.

F. Neither the execution nor the delivery of this Agreement nor the
consummation of the transaction contemplated in this agreement will constitute (i) a default or an
event that would, with notice or lapse of time or both, constitute a default under, or violation or
breach of, Company’s or Seller’s articles of incorporation or bylaws, or any indenture, license, lease,
franchise, mortgage, instrument, or other agreement to which any of Selling Parties is a party or by
which they or the properties of Company or Seller may be bound; or (ii) an event that would permit
any party to any agreement of instrument to terminate it or to accelerate the maturity of any
indebtedness or other obligation of Company and Seller; or (iif) an event that would result in the
creation or imposition of any lien, charge, or encumbrance on any asset of Company or Seller,
including the Purchased Assets.

G. Company and Seller, and each of them, has good and marketable title
to all its assets and properties, including the Purchased Assets described in the exhibits to tl'ﬁs
Agreement, free and clear of all liens, encumbrances, equities, conditional sales contracts, security
interests, charges, and restrictions.

In rendering their opinion, counsel for Selling Parties may rely on certificates of officers and direct'ors
of Company and Seller as to factual matters, certificates of public officials, and opinions of associate

counsel approved by Purchaser.
9.6  Absence of Litigation. No action, suit, or proceeding before any court or any

governmental body or authority, pertaining to the transaction contemplated by this Agreement or to
its consummation, shall have been instituted or threatened on or before the Closing Date.
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_ 9.7  LetterRegarding Changes. Purchaser shall have received from Michael Cronin,
the Selling Parties’ chief financial officer a letter, dated the Closing Date, stating that on the basis

of a limited review (not an audit) of the latest available accounting records of Company and Seller,
consultations with other responsible officers of Company and Seller, and other pertinent inquiries that
he may deem necessary, he has no knowledge or reason to suspect that during the period from
December 31, 1999, to March 30, 2000, there was any change in the financial condition or results of
operations of MM, Company or Seller, except changes incurred in the ordinary and usual course of
their respective businesses during that period that in the aggregate are not materially adverse, and any
other changes or transactions contemplated by this Agreement. For the purposes of that letter,
"materially adverse" shall be deemed to be an increase in liabilities equal to or greater than Ten
Thousand Dollars ($10,000.00) without a corresponding increase in assets, or a reduction in monthly
operating revenue during that period of Ten Thousand Dollars ($10,000.00) or more.

9.8  Corporate Approval. The execution and delivery of this Agreement by
Company and Seller, and the performance of their covenants and obligations under it, shall have been
duly authorized by all necessary corporate action, and Purchaser shall have received copies of all

resolutions pertaining to that authorization, certified respectively by the secretaries of Company and
Seller.

9.9  Franchise Tax Board Clearance. Purchaser shall have received corporation
tax clearance certificates, as of a date not more than five (5) days before the Closing Date, of the
California Franchise Tax Board, Colorado Department of Revenue and the Washington Department
of Revenue for both Company and Seller.

9.10 Employment Development Department Release. Purchaser shall havereceived
a Certificate of Release from the California Employment Development Department stating that, as
of a date not more than five (5) days before the Closing Date, no contributions, interest, or penalties
are due to the Employment Development Department from MM, Company or Seller.

911 Sales and Use Tax on Prior Sales. The Selling Parties agrees to ﬁlr.nish to
Purchaser a clearance certificate from the California Board of Equalization and any rf:laF§q certificates
that Purchaser may reasonably request as evidence that all sales and use tax habllmes. of MM,
Company and/or Seller accruing before the Closing Date have been fully satisfied or provided for.

912 Consents. All necessary agreements and consents of‘ any paljti_es to the
ontemplated by this Agreement, or otherwise pertaining to the

nsummation of the transactions ¢ .
o d delivered to Purchaser.

matters covered by it, shall have been obtained by Selling Parties an

913 Approval of Documentation. The form and substance of all certificates,
instruments, opinions, and other documents delivered to Purchaser under this Agreement shall be

satisfactory in all reasonable respects to Purchaser and its counsel.

1
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10.  Conditions Precedent to Selling Parties Performance. The obligations of the Selling
Parties to sell and transfer the Purchased Assets under this Agreement are subject to the satisfaction,

at or before the Closing, of all the following conditions. The Selling Parties may waive any or all of
these conditions in whole or in part without prior notice; provided, however, that no such waiver of
a condition shall constitute a waiver by the Selling Parties of any of their other rights or remedies, at
law or in equity, if Purchaser should be in default of any of its representations, warranties, or
covenants under this Agreement.

10.1 .AccuracyofPurchaser’s Representations and Warranties. All representations
and warranties by Purchaser contained in this agreement or in any written statement delivered by

Purchaser under this Agreement shall be true on and as of the Closing Date as though such
representations and warranties were made on and as of that date.

10.2  Purchaser's Performance. Purchaser shall have performed and complied with
all covenants and agreements and satisfied all conditions that it is required by this Agreement to
perform, comply with, or satisfy, before or at the Closing.

10.3  Opinion of Purchaser's Counsel. Purchaser shall have furnished the Selling
Parties with an opinion, dated the Closing Date, of Jerry J. Goldstein, counsel for Purchaser, in form
and substance satisfactory to the Selling Parties and their counsel, to the effect that:

A Purchaseris a limited liability company duly organized, validly existing,
and in good standing under the laws of the State of California and has all requisite power under the
California Corporations Code to perform its obligations under this Agreement,

B. All proceedings required by law or by the provisions of this Agreement
to be taken by Purchaser on or before the Closing Date, in connection with the execution and delivery
of this agreement and the consummation of the transactions contemplated by this Agreement, have
been duly and validly taken;

C. Purchaser has the power and authority under the Califorma
~ Corporation’s Code to acquire the Purchased Assets for the consideration set forth in this Agreement;

D. Every consent, approval, authorization, or order of any court or
governmental agency or body that is required for the consummation by Purchaser of the transactions
contemplated by this Agreement has been obtained and will be in effect on the Closing Date;

E. The promissory note of Purchaser to be delivered at the Closing has
been duly executed and, when delivered as provided in this Agreement, will constitute legal, valid,
and binding obligations of Purchaser, enforceable in accordance with their terms except as limited by
bankruptcy laws, insolvency laws, and other similar laws affecting the rights of creditors generally;

/I
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F. Purchaser’s Class III Convertible Interests to be issued and delivered
under this Agreement will be, when delivered, validly issued, and nonassessable; and,

G. The consummation of the transactions contemplated by this Agreement
does not violate or contravene any provision of any charter, provision of its operating agreement, or
resolution of Purchaser or of any indenture, agreement, judgment, or order to which Purchaser is a
party or by which Purchaser is bound.

In rendering his opinion, counsel for Purchaser may rely on certificates of governmental authorities
and on opinions of associate counsel.

10.4 Purchaser's Approval. The Managers and holders of one hundred percent
(100%) of the Class I Investment Membership Interests and of the Class I Manager’s Membership
Interest of Company, constituting all such Membership Interests, shall have duly authorized and
approved the execution and delivery of this Agreement and all corporate action necessary or proper
to fulfill Purchaser's obligations to be performed under this Agreement on or before the Closing Date.

10.5 Absence of Litigation. No action, suit, or proceeding before any court or any
governmental body or authority, pertaining to the transaction contemplated by this agreement or to
its consummation, shall have been instituted or threatened on or before the Closing Date.

11 Selling Parties” Obligations at Closing. At the Closing, the Selling Parties shall deliver
or cause to be delivered to Purchaser the following:

11.1  Assignments of all leaseholds, properly executed and acknowledged by the
Selling Parties, and accompanied by all consents of lessors required by this Agreement and the leases
being assigned; and

112  Instruments of assignment and transfer of the Purchased Assets, including, but
not limited to, all their interest in , and rights under, all MM (i) franchising rights, (ii) franchising
agreements, (1) royalty agreements, (iv) development agreements, (v) trademarks, (v1) copyrights,
(vii) trade names, (viii) logos, (ix) vendor contracts, (x) rebate programs, (xi) marketing funds, (xii)
licenses, and (xiii) any and all other assets, materials and property, tangible or intangible, necessary
to or used in the franchising operations of MM, except as expressly excluded in an exhibit to this
Agreement.

Simultaneously with the consummation of the transfer, the Selling Parties, through their officers,
agents, and employees, will put Purchaser into full possession and enjoyment of all properties and
assets to be conveyed and transferred by this Agreement.

Selling Parties, at any time before or after the Closing Date, will execute, acknowledge, and deliver

any further deeds, assignments, conveyances, and other assurances, documents, and instruments of
transfer, reasonably requested by Purchaser, and will take any other action consistent with the terms
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of this Agreement that may reasonably be requested by Purchaser for the purpose of assigning,
transferring, granting, conveying, and confirming to Purchaser, or reducing to possession, any or all
property to be conveyed and transferred under this Agreement. If requested by Purchaser, the Selling
Parties, and each of them, further agree to prosecute or otherwise enforce in their own name for the
benefit of Purchaser any claims, rights, or benefits that are transferred to Purchaser under this
Agreement and that require prosecution or enforcement in Company’s or Seller’s name. Any
prosecution or enforcement of claims, rights, or benefits under this paragraph 11.2 shall be solely at
Purchaser's expense, unless the prosecution or enforcement is made necessary by a breach of this
Agreement by any of the Selling Parties.

12.  Purchaser's Obligations at Closing. At the Closing, Purchaser shall deliver to the
Selling Parties the following instruments and documents against delivery of the items specified in
paragraph 11::

12.1. A bank cashier's check, or bank wire transfer of funds, in the amount of Two
Million Five Hundred Thousand Dollars ($2,500,000.00), less the amount of the Trust Funds
deposited with Purchaser’s Counsel as provided in paragraph 2.2 hereof’

12.2  Purchaser’s promissory note dated the Closing Date, in the principal amount
of Two Hundred Thousand Dollars ($200,000.00) in the form attached hereto as Exhibit Q

(“Purchaser’s Note™);

123  $800,000 in Class III Convertible Interests of Purchaser (the "Class III
Interests") in the form attached hereto as Exhibit R.

12.4  An opinion of Purchaser's counsel, dated the Closing Date, as provided for in
paragraph 10.3 hereof,

12.5  Certified resolutions of Purchaser's managers, in form satisfactory to counsel
for Selling Parties, authorizing the execution and performance of this Agreement and all actions to
be taken by Purchaser under this Agreement;

12.6 A certificate executed by one of the managers of Purchaser certifying that ail

Purchaser's representations and warranties under this Agreement are true as of the Closing Date as
though each of those representations and warranties had been made on that date;

I
/!
I

/1
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13. Selling Parties” Obligations After Closing.:

13.1 Selling Parties’ Indemnity.

A Company and Seller, and each of them, shall, jointly and severally,
indemnify, defend, and hold harmless Purchaser against and in respect of any and all claims, demands,
losses, costs, expenses, obligations, liabilities, damages, recoveries, and deficiencies, including
interest, penalties, and reasonable attorneys' fees, that Purchaser shall incur or suffer, that (i) arise,
result from, or relate to, the Purchased Assets or the business and franchise operations of MM which
arise from such operations prior to the Closing Date, or (ii) arise, result from, or relate to any breach
of, or failure by Selling Parties to perform, any of their representations, warranties, covenants, or
agreements in this Agreement or in any schedule, certificate, exhibit, or other instrument furnished
or to be furnished by Selling Parties under this Agreement. Company’s and Seller’s liability under this
paragraph 13.1 shall not, however, exceed the aggregate amount of Four Million Dollars
($4,000,000.00). Notwithstanding any other provision of this Agreement, Company and Seller shall
not be liable to Purchaser on any warranty, representation, or covenant made by Selling Parties in this
Agreement, or under any of their indemnities in this Agreement, regarding any single claim, loss,
expense, obligation, or other liability that does not exceed Ten Thousand Dollars ($10,000.00);
provided, however, that when the aggregate amount of all such claims, losses, expenses, obligations,
and liabilities not exceeding Ten Thousand Dollars ($10,000.00) each reaches Forty Thousand
Dollars ($40,000.00), Company and Seller shall, subject to the above limitation on their maximum
aggregate liability, thereafter be liable in full for all those breaches and indemnities and regarding all
those claims, losses, expenses, obligations, and liabilities.

B. In computing the amount to be paid by Company and Seller under their
indemnity obligations, there shall be deducted an amount equal to any tax benefits actually received
by Purchaser, taking into account the income tax treatment of the receipt of these payments.

C. Purchaser shall promptly notify Company and Seller of the existence
of any claim, demand, or other matter to which Company’s and Seller’s indemnification obligations
would apply, and shall give them a reasonable opportunity to defend the same at their own expense
and with counsel of their own selection; provided that Purchaser shall at all times also have the right
to fully participate in the defense at its own expense. If Company and Seller shall, within a reasonable
time after this notice, fail to defend, Purchaser shall have the right, but not the obligation, to
undertake the defense of, and to compromise or settle (exercising reasonable business judgment), the
claim or other matter on behalf, for the account, and at the risk, of Company and Seller. If the claim
is one that cannot by its nature be defended solely by Company and Seller (including, without
limitation, any federal or state tax proceeding), then Purchaser shall make available all information
and assistance that Company and Seller may reasonably request.

13.2  Selling Parties’ Competition. In consideration for the payment by Purchaser
of Purchaser Price, as more fully described in paragraph 5 hereof, Company and Seller, and each of
them, agrees that they will not, at any time prior to the payoff of the Amresco financing, directly or
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indirectly engage in, or have any interest in any person, firm, corporation, or business (whether as an
employee, officer, director, agent, security holder, creditor, consultant, or otherwise) that engages
in any activity in any of the counties in the State of California, California, which activity is the same
as, similar to, or competitive with any activity now engaged in through the operation of MM by
Company and Seller (or any successor or successors of either) in any of these counties or cities so
long as Purchaser shall engage in this activity in such county.

Company and Seller, and each of them, further agree not to divulge, communicate, use to the
detriment of Purchaser or for the benefit of any other person or persons, or misuse in any way, any
confidential information or trade secrets of Company and/or Seller used in or related to the business
and franchise operation of MM, including personnel information, secret processes, know-how,
customer lists, recipes, formulas, or other technical data.

13.3 Use of Name. Company and Seller, and each of them, agree that after the
Closing Date they shall not use or employ in any manner directly or indirectly Mountain, Mike’s, or

Mountain Mike’s Pizza.

14. Purchaser’s Obligations After Closing,.

14.1 Purchaser’s Indemnity. Purchaser agrees to indemnify, defend and hold
harmless Company and Seller, and each of them, against, and in respect of, any and all claims,
demands, losses, costs, expenses, obligations, liabilities, damages, recoveries, and deficiencies,
including interest, penalties, and reasonable attorneys’ fees, that Company and Seller may incur or
suffer, that (i) arise, result from, or relate to, the business and franchise operations of MM which arise
from and after the Closing Date, or (ii) arise, result from, or relate to Purchaser’s breach of or failure
to perform any of its warranties, covenants, guaranties, commitments, or agreements in this
Agreement, by reason of any act or omission of Purchaser, or any of its successors or assigns, from
and after the Closing Date, that constitutes a breach or default under, or a failure to perform, any
obligation, duty, or liability of any of the Selling Parties under any loan agreement, lease, contract,
order, or other agreement to which it is a party or by which it is bound at the Closing Date, but only
to the extent to which Purchaser expressly assumes these obligations, duties, and liabilities under this
Agreement. Purchaser’s liability under this paragraph 14.1 shall not, however, exceed the aggregate
amount of One Hundred Thousand Dollars (3100,000.00). Notwithstanding any other provision of
this Agreement, Purchaser shall not be liable to Company or Seller on any warranty, representation,
or covenant made by Purchaser in this Agreement, or under any of its indemnities in this Agreement,
regarding any single claim, loss, expense, obligation, or other liability that does not exceed Ten
Thousand Dollars ($10,000.00); provided, however, that when the aggregate amount of all such
claims, losses, expenses, obligations, and liabilities not exceeding Ten Thousand Dollars ($10,000.00)
each reaches Forty Thousand Dollars ($40,000.00), Purchaser shall, subject to the above limitation
on their maximum aggregate liability, thereafter be liable in full for all those breaches and indemnities
and regarding all those claims, losses, expenses, obligations, and liabilities.

/!

26

TRADEMARK
REEL: 002070 FRAME: 0789



A In computing the amount to be paid by Purchaser under its indemnity
obligations, there shall be deducted an amount equal to any tax benefits actually received by Company
and Seller, or either of them, taking into account the income tax treatment of the receipt of these

payments.

B. Company and Seller shall promptly notify Purchaser of the existence
of any claim, demand, or other matter to which Purchaser’s indemnification obligations would apply,
and shall give it a reasonable opportunity to defend the same at its own expense and with counsel of
its own selection; provided that Company and Seller shall at all times also have the right to fully
participate in the defense at their own expense. If Purchaser shall, within a reasonable time after this
notice, fail to defend, Company and Seller, and each of them, shall have the right, but not the
obligation, to undertake the defense of, and to compromise or settle (exercising reasonable business
judgment), the claim or other matter on behalf, for the account, and at the risk, of Purchaser. If the
claim is one that cannot by its nature be defended solely by Purchaser (including, without limitation,
any federal or state tax proceeding), then Company and Seller, and each of them, shall make available
all information and assistance that Purchaser may reasonably request.

15. Publicity: Notice to Franchisees.

15.1  All notices to third parties and all other publicity concerning the transactions
contemplated by this Agreement shall be jointly planned and coordinated by and between Purchaser
and the Selling Parties. No party shall act unilaterally in this regard without the prior written approval
of the others; however, this approval shall not be unreasonably withheld.

15.2 Priorto the Closing, Purchaser and the Selling Parties shall jointly prepare and
approve a notice to the MM franchisees which such notice shall notify the franchisees (i) the business
and franchise operations of MM have been sold to Purchaser, (ii) in accordance with the provisions
of the franchise agreements, as part of the sale the Selling Parties have assigned all right, title and
interest in and to such franchise agreements to Purchaser, (iii) all franchise fees and royalty payments
which accrue prior to the Closing Date will be due and payable to the Selling Parties as provided in
the franchise agreements, (iv) all franchise fees and royalty payments which accrue on or after the
Closing Date will be due and payable to Purchaser, in accordance with the provisions of the franchise
agreements, and (v) introducing the new officers and employees of Purchaser.

16. Costs and Expenses.

16.1 Finder's or Broker's Fees. Each party represents and warrants that it has dealt
with no broker or finder in connection with any transaction contemplated by this agreement, and, as
far as it knows, no broker or other person is entitled to any commission or finder's fee in connection
with any of these transactions. Selling Parties and Purchaser each agree to indemnify and hold
harmless one another against any loss, liability, damage, cost, claim, or expense incurred by reason
of any brokerage, commission, or finder's fee alleged to be payable because of any act, omission, or
statement of the indemnifying party.
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16.2 [Expenses. Each party shall pay all costs and expenses incurred or to be
incurred by it in negotiating and preparing this agreement and in closing and carrying out the
transactions contemplated by this agreement, including each party’s respective legal, accounting and
other costs and expenses.

16.3  Sales and Use Taxes. Selling Parties shall pay all sales and use taxes arising
out of the transfer of the Purchased Assets and shall pay their portion, prorated as of the Closing
Date, of state and local real and personal property taxes of the MM business. Purchaser shall not be
responsible for any business, occupation, withholding, or similar tax, or any taxes of any kind related
to any period before the Closing Date.

17.  Nature and Survival of Representations and Obligations. No representations or

warranties whatever are made by any party, except as specifically set forth in this Agreement, or in
an instrument, certificate, opinion, or other writing provided for in this Agreement. All statements
contained in any of these instruments, certificates, opinions, or other writings shall be deemed to be
representations and warranties under this Agreement. Except as provided in this paragraph 17, the
representations, warranties, and indemnities made by the parties in this Agreement or in instruments,
certificates, opinions, or other writings provided for in the covenants and agreements to be performed
or complied with by the respective parties under it before the Closing Date, shall be deemed to be
continuing and shall survive the Closing, but shall expire on the fifth (5") anniversary date following
the Closing Date, unless a specific claim in writing with respect to these matters shall have been made,
or an action at law or in equity shall have been commenced or filed, before this anniversary date.
Nothing in this paragraph shall affect the obligations and indemnities of the parties with respect to
covenants and agreements contained in this Agreement that are permitted to be performed, in whole
or in part, after the Closing Date. Notwithstanding the foregoing, the representations set forth in
paragraph 3.1 (Organization and Standing), 3.2 (Corporate Power; Authorization), 3.1 (Title to
Assets), 4.1 (Organization and Standing) and 4.3 (Corporate Power; Authorization) shall survive the
Closing Date indefinitely, and the representations set forth in paragraphs 3.7 (Tax Returns and
Audits) shall expire until the expiration of the applicable statute of limitations with respect thereto.

18. Purchaser, Company and Seller, and each of them, acknowledge that AMRESCO
Commercial Finance, Inc. (“Amresco”), Purchaser’s lending institution, is a third party beneficiary
to this Agreement and is entitled to enforce its rights hereunder as if actually a party hereto.

19. Miscellaneous.
15.1 Notices.
A Unless otherwise provided herein, any notice, demand, consent, offer,
acceptance, approval, request, election, certification, request, waiver, notice or other communication
required or permitted to be given pursuant to this Agreement (hereinafter collectively referred to as

a "Notice"), shall be deemed given only if in writing and either (i) delivered personally (with receipt
acknowledged); (ii) sent by certified or registered mail, or for overnight delivery, postage and fees
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prepaid, return receipt requested; (iii) delivered to Federal Express, United Parcel Service, D.H.L.
WorldWide Express, or Airborne Express, for overnight delivery, charges prepaid or charged to the
sender's account; (iv) when transmitted by electronic means, and such transmission is electronically
confirmed as having been successfully transmitted; or (v) when delivered to the home or office of a
recipient in the care of a person whom the sender has reason to believe will promptly communicate
the notice to the recipient. Each such Notice shall be addressed as follows:

COMPANY:

With copies to:

SELLER:

With copies to:

PURCHASER

With copies to:

B.

Jreck Subs Group, Inc.
2101 WSR 434

Suite 100

Longwood, FL 32779

Eric Swartz, Esq.

The Swartz Law Firm
240 Washington St.
Watertown, NY 13601

Admiral Fleet, Inc.
2101 WSR 434

Suite 100
Longwood, FL 32779

Eric Swartz, Esq.

The Swartz Law Firm
240 Washington St.
Watertown, NY 13601

Concept Acquisitions, LLC
1762 Coco Plum
Longwood, FL 32779

Law Offices of Jerry J. Goldstein
28771 La Siena
Laguna Niguel, CA 92677

A Notice must be addressed to a each party at such party’s last known

address. A Notice delivered personally will be deemed given only when acknowledged in writing by
the Person to whom it is delivered. A Notice sent by mail will be deemed given three (3) business
days after it is mailed. Any Party may designate, by Notice, in accordance with the provisions of this
paragraph 18.1, to all of the others, substitute addresses and/or addressees for Notices; and,
thereafter, Notices are to be directed to those substitute addresses and/or addressees.
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19.2 Parties.

A Parties in Interest. Nothing in this Agreement, whether express or
implied, is intended to confer any rights or remedies under or by reason of this Agreement on any
persons other than the parties to it and their respective successors and assigns, nor is anything in this
agreement intended to relieve or discharge the obligation or liability of any third persons to any party
to this Agreement, nor shall any provision give any third persons any right of subrogation or action
over against any party to this Agreement.

B. Assignment. This Agreement shall be binding on, and shall inure to
the benefit of, the parties to it and their respective heirs, legal representatives, successors, and assigns;
provided, however, that no assignment by Purchaser shall relieve Purchaser of any of its obligations
or duties under this Agreement

19.3. _Successors and Assigns. Successors and Assigns. Except as otherwise
expressly provided herein, the provisions hereof shall inure to the benefit of, and be binding upon, the
successors, assigns, heirs, executors and administrators of the parties hereto.

19.4 Goveming Law. This Agreement shall be governed by, and construed in
accordance and the United States without regard to conflicts of laws provisions thereof and without
regard to the United Nations Convention on Contracts for the International Sale of Goods.

19.5 Waivers and Amendments. The rights and obligations of the parties under this
Agreement may be amended. waived or discharged (either generally orina particular instance, either
retroactively or prospectively, and either for a specified period of time or indefinitely) only by a
written instrument effecting such amendment, waiver or discharge signed by Company, Seller and
Purchaser.

19.6 Effect ofHeadings. The subject headings of the paragraphs and subparagraphs
ofthis Agreement are included for convenience of reference only and shall not affect the construction

or interpretation of any of its provisions.

19.7 Severability of this Agreement. If any provision c?f thlS Agx.'e(_-':ment. shall be
determined to be invalid, illegal or unenforceable by any court of final Jun:e,dlctlon, it is the mte_:nlt) 1of
the parties that all other provisions of this Agreement be construed to remain fully valid, enforceable,

and binding on the parties.

y i8St 1 lay or omission to exercise any

108 Delays or Omissions. It is agreed that no delay y

right, power or remedy accruing to any party upon any breach or default of any ottée: pzrty ::(1:;/2 trh:;
, impai i dy, nor shall it be construed to be a

Agreement shall impair any such right, power or remeay, it e e e

i f any similar breach or default there

such breach or default, or any acquiescence therein, or 0 :

22Zurring' nor shall any waiver of any single breach or default be deemed a waiver of any other

i i i ermit,
breach or default theretofore or thereafter occurring. It is further agreed that any waiver, p
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consent or approval of any kind or character of any breach or default under this Agreement, or any
waiver of any provisions or conditions of this Agreement must be in writing and shall be effective only
to the extent specifically set forth in writing and that all remedies, either under this Agreement, by law
or otherwise, shall be cumulative and not alternative. :

19.9 Specific Performance and Waiver of Rescission Rights. Each party's
obligation under this Agreement is unique. If any party should default in its obligations under this
Agreement, the parties each acknowledge that it would be extremely impracticable to measure the
resulting damages; accordingly, the nondefaulting party or parties, in addition to any other available
rights or remedies to which they may be entitled,, may sue in equity for specific performance, and the
parties each expressly waive the defense that a remedy in damages will be adequate. Notwithstanding
any breach or default by any of the parties of any of their respective representations, warranties,
covenants, or agreements under this Agreement, if the purchase and sale contemplated by it shall be
consummated at the Closing, each of the parties waives any rights that it or they may have to rescind
this Agreement or the transaction consummated by it; provided, however, that this waiver shall not
affect any other rights or remedies available to the parties under this Agreement or under the law.

19.10 Recovery of Litigation Costs. If any legal action or any arbitration or other
proceeding is brought for the enforcement of this Agreement, or because of an alleged dispute,
breach, default, or misrepresentation in connection with any of the provisions of this Agreement, the
successful or prevailing party or parties shall be entitled to recover reasonable attorneys' fees and
other costs incurred in that action or proceeding, in addition to any other relief to which it or they
may be entitled.

19.11 Entire Agreement; Modification, Waiver. This Agreement and the Exhibits
hereto, constitute the full and entire understanding and agreement among the parties with respect to
the subject matter contained herein and therein, s hereof and thereof and supersedes all prior and
contemporaneous agreements, representations, and understandings of the parties, wl}etber oral or
written. No supplement, modification, or amendment of this Agreement shall be b}ndmg unless
executed in writing by all the parties hereto. No waiver of any of the provisions of ?hx‘s Agreement
shall be deemed, or shall constitute, a waiver of any other provision, whether or not sxrm}ar, nor shall
any waiver constitute a continuing waiver. No waiver shall be binding unless executed in writing by

the party making the waiver.

19.12 Counterparts. This Agreement may be executed in one or more counterparts,
each of which shall be deemed an original, but all of which together shall constitute one and the same

instrument.

19.13 Termination. Subject to the provisions of paragraph 2.1 hereof relating to the

postponement of the Closing Date, any party may prior to the Closing terminate this Agreement,

without liability to any other:

/
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A. Purchaser. Purchaser may, at its option, in its sole and absolute
discretion, terminate this Agreement and the transactions contemplated hereby at any time prior to
the payment to Seller of the Closing Payment in the amount of Two Million Five Hundred Thousand
Dollars ($2,500,000.00), as provided in paragraph 5.2 B hereof, by providing to Selling Parties
written notice of its election to so terminate this Agreement. Upon termination of this Agreement
by Purchaser, Selling Parties shall refund to Purchaser the Down Payment in the amount of Five
Hundred Thousand Dollars ($500,000.00) previously paid to Selling Parties by Purchaser, as
provided in paragraph 5.2A hereof, by payment to Purchaser, at the option of Selling Parties, in their
sole and absolute discretion, either (i) in cash or (ii) as evidenced by a promissory note with interest
thereon at ten percent (10%) per annum, the entire sum of principal and interest payable no later than
six (6) months from the date of the notice of termination from Purchaser to Selling Parties.

B. By Selling Parties. Company and Seller, or either of them, may, at their
option, in their sole and absolute discretion, terminate this Agreement and the transactions
contemplated hereby at any time prior to receipt by the Selling Parties of the Closing Payment. Upon
termination of this Agreement by Selling Parties, or either of them, Selling Parties shall immediately
pay to purchaser the sum of Six Hundred Thousand Dellars ($600,000.00) in cash.

C. Defaults Permitting Termination. If either Purchaser or Selling Parties
materially default in the due and timely performance of any of their or their warranties, covenants,
or agreements under this Agreement, the nondefaulting party or parties may on the Closing Date give
notice of termination of this agreement, in the manner provided in paragraph 18.1 hereof . The notice
shall specify with particularity the default or defaults on which the notice is based. The termination
shall be effective five days after the Closing Date, as such Closing Date has been extended by
agreement among the parties, unless the specified default or defaults have been cured on or before

this effective date for termination.

19.14 Further Actions, Assurances. Eachofthe Parties hereby agrees that such Party
shall hereafter promptly execute and deliver any and all additional documents, certificates, instruments
notices, and other assurances, and shall do any and all other acts and things reasonably necessary n
connection with the performance of their respective obligations under this Agreement and to carry
out the intent of the parties to this Agreement.

19.15 Time is of the Essence. Time is of the essence of every provision qf this
Agreement that specifies a time for performance.

//
/
1

//
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IN WITNESS WHEREOF, the parties hereto have duly executed this Asset Purchase Agreement as
of the day and year first above written.

COMPANY: JRECK SUBS GROUP, INC,,
a Colorado corporation

(Corporate Seal) By: % W

Name: Chnst(pher M. Swartz ¢/
Title: Chief Executive Officer and President

SELLER: ADMIRALS FLEET, INC,,
a Washington corporation

(Corporate Seal) By: % /l( %

Name: Chnsm/pher M. Swaffz (/
Title; Chief Executive Officer and President

Approval as to form: Law Offices of

By
Name: Eric Swartz
Attorney for Company and Seller

PURCHASER: CONCEPT ACQUISITIONS GROUP, LLC
a California limited liability company

P

By:
Naré,s(even StrausL_/

Title: Manager

Approval as to form: Law Offices of Jerry J. Goldstein
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IN WITNESS WHEREOF, the parties hereto have duly executed this Asset Purchase Agreement as
of the day and year first above written.

COMPANY: JRECK SUBS GROUP, INC.,
a Colorado corporation

(Corporate Seal) By:
Name: Christopher M. Swartz
Title: Chief Executive Officer and President

3
¢,

SELLER: ADMIRALS FLEET, INC.,
a Washington corporation

(Corporate Seal) By:
Name: Christopher M. Swartz '
Title: Chief Executive Officer and President

Approval as to form: Law Offices of

o el

Name: Eric Swartz
Attorney for Company and Seller

PURCHASER: CONCEPT ACQUISITIONS GROUP, LLC
a California limited liability company

By:
Name: Steven Strauss
Title: Manager

Approval as to form: Law Offices of Jerry J. Goldstein

- By: .
Name: Jerry J. Goldstein
Attorney for Purchaser

)
[99]
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Registration No.

2,004,536
1,716,963
1,716,962

2,174,312

Date

10/1/96
9/15/92
9/15/92

7/21/98

' EXHIBIT "H"

Mark

Mountain Mike's Pizza
Mountain Mike's
Mountain Mike's

Pizza The Way It |
Oughta Be

TRADE NAMES, COPY RIGHTS, AND TRADEMARKS

Owner of Record
Admiral's Fleet, Inc.
Admiral's Fleet, Inc.

Admiral's Fleet, Inc.

Admiral's Fleet, Inc.
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CERTIFICATE OF EXPRESS MAILING --37 C.F.R. § 1.10

Conveying Party: Admiral’s Fleet, Inc.
Receiving Party: Concept Acquisitions, LLC
Registrations Numbers: 1716962

1716963

2004536

2174312
Execution Date: March 31, 2000
Effective Date: April 28, 2000

I, Jennifer E Mueller, do hereby certify that the foregoing documents are being
deposited with the United States Postal Service as Express Mail, postage prepaid, in an envelope

addressed to the Assistant Commissioner for Trademarks, 2900 Crystal Drive, Arlington, VA

S/ bk

ennifer ¥. Mueller

22202-3513, on this 28th day of April, 2000.
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ASSET PURCHASE AGREEMENT

THIS ASSETPURCHASE AGREEMENT (the “Agreement”) is made as of the day of March, 2000
by and among CONCEPT ACQUISITIONS, LLC a California limited liability company (the “Purchaser”),
JRECK SUBS GROUP, INC., a Colorado corporation (the “Company”), Admirals Fleet, Inc, A
Washington corporation (the"Seller”, a wholly-owned subsidiary of the “Company ", and, together
with the “Company”, collectively referred to as the “Selling Parties”) and AMRESCO Commercial
Finance, Inc. (“4mresco”), Purchaser’s lending institution, which Purchaser and Selling Parties
acknowledge is a third party beneficiary to this Agreement and is entitled to enforce its rights
hereunder as if actually a party hereto.

RECITALS

A Purchaser desires to acquire certain assets which shall include but not be
limited to, the franchising rights, franchising agreements, royalty agreements,
development agreements, trademarks, copyrights, logos, vendor contracts,
rebate programs, marketing funds, and any and all other assets and materials
necessary or used in the franchising operations of the Mountain Mikes Pizza
Division ("MM'") of Seller. The assets transferred shall be free of all
liabilities, specifically the note due to other parties in amount of approximately
$530,000, secured by royalties of certain Franchise Agreements and any and
all liabilities known or unknown which have occurred from the date of the
acquisition of the Mountain Mikes Pizza division by the "Seller" and the
"Company" through the closing date.

B. The Selling Parties desire to sell to Purchaser certain assets that shall include
but not be limited to, the franchising rights, franchising agreements, royalty
agreements, development agreements, trademarks, copyrights, logos, vendor
contracts, rebate programs, marketing funds and any and all other assets and
materials necessary or used in the franchising operations of “MM". The assets
transferred shall be free of all liabilities (specifically the note due to other
parties in amount of approximately $530,000 secured by royalt.ies of certain
Mountain Mikes Franchise Agreements) and any and all liabilities known or
unknown which have been incurred by MM , Company and/or Seller from the
date of the acquisition of the Mountain Mikes Pizza division by Company and

Seller through the closing date..

I
{

i
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AGREEMENT

Now, THEREFORE, in consideration of the promises and mutual covenants and conditions herein
contained, the parties hereto agree as follows: :

1. Authorization and Sale of Assets

1.1 Authonzation of Common Stock. Company’s Board of Directors and the
Seller’s Board of Directors have each authorized the sale of the assets of The Mountain Mikes Pizza
Division of Admirals Fleet, Inc., as more fully described in paragraph 1.2 hereof , as set forth on
Exhibits A and B hereto.

1.2 Purchased Assets Subject to the terms and conditions hereof and in
consideration of the Consideration payable by Purchaser to Selling Parties as more fully described in
paragraph 6 hereof, on the Closing Date, as more fully described in paragraph 2.1 hereof, Selling
Parties will sell, convey, transfer, assign, and deliver to Purchaser, and Purchaser will purchase from
Selling Parties, all the assets, properties, and business of Mt. Mike's Pizza franchising operations (the
“MM Franchise Operations™), of every kind, character and description, whether tangible, intangible,
real, personal, or mixed, and wherever located including, but not limited to, the franchising rights,
franchising agreements, royalty agreements, development agreements, trademarks, logos, copyrights,
vendor contracts, rebate programs, marketing funds, and any and all other assets and materials
necessary or used in the MM Franchise Operations, as are set forth on Exhibit C (collectively the
"Purchased Assets"), free and clear of all liabilities, including trade payables, except as provided in

subparagraph A of this paragraph 1.2.

A. Assumption of Contracts. Notwithstanding the foregoing provisions
of paragraph 1.2, Purchaser does not assume any responsibility or obligation with respect to any
contracts to which Selling Parties, or either of them, are a party or any liabilities of Sel]'mg Parti_es,
or either of them, other than (i) the franchise agreements (the “Franchise Agreements”), list of whn?h
is set forth on Schedule 1 to Exhibit C attached hereto and those contracts more fully descnbec! in
paragraphs 3.3 A and B herein and as set forth on Exhibits D anq E attat?hed hgreto, that are being
assumed at the Closing and (ii) any debt or other obligations of Selling Parties whlf:h Purchztser agreecs1
to assume, including any lease obligations to be assumed by Pu.rchase.r (collectxve}y the As;uH-le
Debt”) as set forth on Exhibit F attached hereto.. Thrqugh and including the Closing Date, Se mg%
Parties shall duly perform all of their respective obligations p}lrsuant to‘the terms apd pro¥1519nt§ 0
all contracts to which the Selling Parties, or either of them, is a party, }ncludmg without limitation
the Assumed Debt, trade payables and all obligations to Seller’s franchisees

B. Retentionof Asseté. Except for the Purchased Assets re.lating'to the
business and operation of MM, Selling Parties shall retain any and all of their assets, including all

restaurant franchise operations.
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2. Closing Date; Documents; Delivery.

2.1 Closing Date. Subject to funding of the loan from Amresco, as more fuily
described in paragraph 5.2B hereof, the closing of the sale of the Purchased Assets by Selling Parties
to Purchaser (the "Closing") shall take place on or about March 25, 2000, or as soon thereafter as
counsel for the respective parties can prepare the necessary and appropriate documentation (the
"Closing Date"), and shall be consummated by mail in accordance with arrangements reasonably
acceptable to counsel for both the Selling Parties and Purchaser.

2.2 Closing. On the Closing Date, Purchaser shall deliver to counsel for the
Selling Parties the Consideration as more fully described in paragraph 5 hereof, and the Selling Parties
shall deliver to Purchaser the Purchased Assets, free of any and all liabilities except as specifically
provided in this Agreement. Notwithstanding the foregoing, on the Closing Date, and as partial
consideration for the Purchase Price, Purchaser shall deposit a portion of the Purchase Price in the
amount of Five Hundred Fifty Thousand Dollars (3550,000) with Jerry J. Goldstein, Esq., attorney
for Purchaser (“Purchaser’s Counsel”), to be deposited in the client trust account (the “Trust Funds™),
with instructions to retain, hold, and dispose of these funds in accordance with the terms of written
instructions addressed to Purchaser’s Counsel executed by Company, Seller and Purchaser, to
provide for the payment of any and all outstanding claims or liabilities known or unknown which
have accrued from the date of the acquisition of MM by the Selling Parties through the Closing Date.
Upon proof of demand therefor, and upon the concurrence of the Selling Parties and Purchaser,
Purchaser’s Counsel shall (i) promptly pay any such liabilities or claims and (ii) receive from the payee
such documentation as shall be required by Selling Parties and/or Purchaser as proof of payment
thereof. Subsequently, Purchaser’s Counsel shall, upon written instructions executed by Selling
Parties and Purchaser, promptly pay the balance, if any, of such Trust Funds to Selling Parties.

3. Representations and Warranties of the Selling Parties. Company and Seller each
represents and warrant to Purchaser as follows:

3.1 Organization and Standing.

A Company is a corporation duly incorpora.ted and validly e:xisring und.er,
and by virtue of, the laws of the State of Colorado and is in good standing as a domestic corporat:r)l:ix
under the laws of such state. Company has reqpisite gorporate power and authonty to own
operate its properties and assets and to carry on its business.

rporated and validly existing unde_r,
is in good standing as a domestic

rporate power and authority to own
Seller is a wholly owned subsidiary

B. Seller is a corporation duly inco

and by virtue of, the laws of the State of Washingto_n.and
e laws of such state. Seller has requisite CO

corporation under th ! |
i arry on its business.

and operate its properties and assets and to ¢
of Company.

I
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N 3.2 Corporate Power; Authorization. Company and Seller, and each of them, has
tall requisite legal and corporate power to execute and deliver this Agreement and all other agreements
in connection herewith (collectively, the “Other Agreements™), to sell and issue the Purchased Assets
and to carry out and perform all of its obligations hereunder and under the Other Agreements. The
execution, delivery and performance of this Agreement and the Other Agreements by Company and
the issuance, sale and delivery of the Purchased Assets have been duly authorized by all requisite
corporate action. This Agreement and the Other Agreements constitute the legal, valid and binding
obligations of Company and Seller, and each of them,, enforceable in accordance with their respective
terms, except (1) as limited by applicable bankruptcy, insolvency, reorganization or similar laws
relating to or affecting the enforcement of creditors’ rights, and (ii) as limited by equitable principles
generally. Except for the parties’ respective shareholder and board approvals of this Agreement, no .
consent from any third party and no consent, approval or authorization of, or declaration, filing or
registration with, any government of regulatory authority is required to be made or obtained by
Cgmpany or Seller, or either of them, in order to permit the execution, delivery or performance of
this Agreement or any other agreement to which Company and Seller, and each of them, is or will be
a party that is an exhibit to this Agreement, or the consummation of the transactions contemplated
by this Agreement and such other agreements.

33 Matenal Contracts.

A Company’s Material Contracts. Exhibit D attached hereto sets forth
a list of all of the Company’s Material Contracts (as defined below), true, correct and complete
copies of which have been provided to Purchaser. Company has not violated any of the terms or
conditions of any Material Contract or any term or condition which would permit termination or
modification of any Material Contract, all of the covenants to be performed by any other party thereto
have, to the knowledge of Seller Parties, been fully performed, and no claims have been made or
issued for breach or indemnification or notice of default or termination under any Material Contract.
No event has occurred which constitutes, or after notice or the passage of time, or both, would
constitute, a default by Company under any of the Company’s Material Contracts, and no such event
has occurred which constitutes or would constitute a default by any other party. As used in this
Section 3.3, “Company’s Material Contracts” shall mean written or oral, (i) loan.agreemer.lts,
indentures, mortgages, pledges, hypothecations, deeds of trust, condmonal_ sale or title retention
agreements, security agreements, equipment financing obligatxons or guaranties, or qther sources og
contingent liability in respect of any indebtedness or obligations to any person or entity, or let‘ters o
\ntent or commitment letters with respect to same (other than those which mdmdufally provide for
annual payments of less than $10,000); (i) contracts obligating Corppany to provide p;loducts or
services for a period of one year or more; (iti) leases of real property; (iv) leases of person ggcc))p'erty
(other than those which individually provide for annual payments of less than S:l%,d t);ﬂi(t)r
(v) employment agreements, management service agreements, consultmg’agreements, ccl) en ;ﬁ ce);
agreements, non-competition agreements and any other agreements relating to any employee, 0

or director of Company.

I
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B. Seller’s Material Contracts. Exhibit E attached hereto sets forth a list
of all of Seller’s Material Contracts (as defined below), true, correct and complete copies of which
have been provided to Purchaser. Seller has not violated any of the terms or conditions of any
Material Contract or any term or condition which would permit termination or modification of any
Material Contract, all of the covenants to be performed by any other party thereto have, to the
knowledge of Seller Parties, been fully performed, and no claims have been made or issued for breach
or indemnification or notice of default or termination under any Material Contract. No event has
occurred which constitutes, or after notice or the passage of time, or both, would constitute, a default
by Seller under any of the Seller’s Material Contracts, and no such event has occurred which
constitutes or would constitute a default by any other party. As used in this Section 3.3, “Seller’s
Material Contracts” shall mean written or oral, (i) loan agreements, indentures, mortgages, pledges,
hypothecations, deeds of trust, conditional sale or title retention agreements, security agreements,
equipment financing obligations or guaranties, or other sources of contingent liability in respect of
any indebtedness or obligations to any person or entity, or letters of intent or commitment letters with
respect to same (other than those which individually provide for annual payments of less than
$10,000); (ii) contracts obligating Seller to provide products or services for a period of one year or
more; (iii) leases of real property; (iv) leases of personal property (other than those which individually
provide for annual payments of less than $10,000), or (v) employment agreements, management
service agreements, consulting agreements, confidentiality agreements, non-competition agreements
and any other agreements relating to any employee, officer or director of Seller.

3.4  Financial Statements. Exhibit G-1 attached hereto sets forth consolidated and
consolidating balance sheets of Mountain Mike’s Pizza Division of Seller, as of the year ended
September 30, 1997, 1998, and 1999, and the related consolidated and consolidating statements of
income and retained earnings for the three years ending on those dates, [unaudited/audited‘/reViewed
by BDO Seidman, the Selling Parties’ independent public accountants, whose opinions with respect
to those financial statements are included in that Exhibit G-1. Exhibit G-2 attached hereto sets forth
unaudited consolidated and consolidating balance sheets of MM as of December 31, 1999, t9gether
with related unaudited consolidated and consolidating statements of income and retained earnings f:or
each of the quarterly periods ending on those dates, certified b){ I_\/Iichael Cronin, the chief _ﬁnancw;l
officer of Company as accurately reflecting the financial condmon. of MM f?r, those periods ;xjrll1
accurately reflecting all information normally reported to the Sellmg Parties mdependex;;( pu :hz
accountants for the preparation of Selling Parties’ consolidated ﬁnan‘c‘na} statefxlents. (Here ”er,Th
financial statements in Exhibits G-1 and G-2 are referred to as the “F inancial Stater_nents. )_.. lez
Financial Statements have been prepared in accordance with ggneral}y gccepted acc?u_nltmg pr;:rc:;pthe
consistently followed by Selling Parties throughout the periods lndxcateq, anﬂ (;u‘r ythir; ent e
financial position of MM as of the respective dates of the _balanc&_e shefets'mclud ed in
Statements, and the results of its operations for the respective periods indicated.

I

I
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3.5  .Absence of Specified Changes. Since Séptember 30, 1999 there has not been
any:

A Transaction by Company or Seller with respect to the MM operations
or any of the Purchased Assets except in the ordinary course of business as conducted on that date;

. B. Capital expenditure by Company or Subsidiary with respect to the MM
operations exceeding Ten Thousand Dollars ($10,000.00); ,

. C. Material adverse change in the financial condition, liabilities, assets,
business, or prospects of MM or any of the Purchased Assets;

' D. Destruction, damage to, or loss of any asset of MM (whether or not
covered by insurance) that materially and adversely affects the financial condition, business, or
prospects of MM or the Purchased Assets..

S E. Change in accounting methods or practices (including, without
limitation, any change in depreciation or amortization policies or rates) by Company or Seller;

F. Revaluation by Company or Seller, or either of them, of any of the
Purchased Assets;

G. Sale or transfer of any asset of MM, except in the ordinary course of
business;

H. Amendment or termination of any contract, agreement, or license to
which MM, is a party, or to which Company and/or Seller is a party on behalf of MM, except in the

ordinary course of business,

L Loan by MM, Company and/or Seller to any person or entity, or
guaranty by MM, Company and/or Seller of any loan, either of which obligates MM ;

I Mortgage, pledge, or other encumbrance of any asset of MM,
including the Purchased Assets;

K. Waiver or release of any right or claim of MM, or of Company and/or
Seller on behalf of MM, except in the ordinary course of business,
L. Commencement or notice or threat of commencement of any civil

litigation or any governmental proceeding against or investigation of MM, the Purchased Assets,
Company and/or Seller on behalf of MM, or the affairs of any of them;
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_ ‘ M. Labor trouble or claim of wrongful discharge or other uhlawful labor
practice or action involving MM, or any of the franchisees of MM

N. Increase in the salary or other compensation payable or to become
payable by MM, Company and/or Seller to any of the officers, directors, or employees of MM, or the
declaration, payment, or commitment or obligation of any kind for the payment, by MM, Company
and/or Seller, of a bonus to any of the officers, directors, or employees of MM, or other additional
salary or compensation to any such person;

_ 0. Agreement by Company and/or Seller to do any of'the things described
in the preceding clauses (A) through (N) of this paragraph 3.5;

| P. Other event or condition of any character that has or might reasonably
have a material and adverse effect on the financial condition, business, assets, liabilities, or prospects
of MM or the Purchased Assets.

3.6 .Debts, Obligations and Liabilities. Exhibit G-3 attached hereto contains a true
and complete schedule of all debts, obligations and liabilities of (i) MM, or (ii) Company and/or Seller
with respect to the assets and operations of MM and/or the Purchased Assets. Neither MM, Company
or Seller has any debts, liabilities, or obligations of any nature, whether accrued, absolute, contingent,
or otherwise, and whether due or to become due which effect the assets, business or franchise
operations of MM, or of any of the Purchased Assets,, that are not set forth in Exhibit G-3.

3.7  Tax Returns and Audits. Within the times and in the manner prescribed by
law, Company and Seller have filed all federal, state, county and local tax returns required by law and
have paid all taxes, assessments, and penalties due and payable, including any California, Washington,
county or local taxes effecting the assets, business or franchise operations of MM or of the Purchased
Assets. The provisions for taxes reflected in Company's consolidated balance sheet as of December
31, 1999 as set forth on the Financial Statements attached hereto as Exhibit G-2, are adequate for any
and all federal, state, county, and local taxes for the period ending on the date of that balance sheet
and for all prior periods, whether or not disputed. There are no present disputes as to taxes of any

nature payable by MM, Company and/or Seller.

38  Tangible Personal Property. The books and records of MM, Company and
Seller contain a complete and accurate description, and specify the location, of all rnach%nery,
equipment, furniture, supplies, drawings, and all other tangible personal property owngd by, in the
possession of, or used by MM, or by Company and/or Seller on behalf of MM in connection with the
business and franchise operations of MM. No personal property used by any of MM, Company
and/or Seller in connection with the MM business and franchise operations is held under any leas:e,
security agreement, conditional sales contract, or other title retention or secmtity arrangement, Or 1S
located other than in the possession of MM, Company and/or Seller. The tangible personal property
reflected in those books and records constitutes all such tangible personal property necessary for the
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conduct by MM, Company and/or Seller of the MM franchise operations and business asis presently
conducted.

3.9  Trade Names, Trademarks, and Copyrights. Exhibit H attached hereto is a
schedule of all trade names, trademarks, logos, service marks, and copyrights and their federal or

state registrations, if any, with respect to the business and franchise operations of MM, owned by
MM, Company and/or Seller or in which they have any rights or licenses, together with a brief
description of each. Selling parties have no knowledge of any infringement or alleged infringement
by others of any such trade name, trademark, service mark, or copyright. None of MM, Company
and/or Seller have infringed, and are not now infringing, on any trade name, trademark, service mark,
or copyright belonging to any other person, firm, or corporation. Except as set forth in Exhibit H
none of MM, Company or Seller is a party to any license, agreement, or arrangement affecting MM
or the franchise operations thereof, whether as licensor, licensee, franchisor, franchisee, or otherwise,

with respect to any trademarks, service marks, trade names, or applications for them, or any
copyrights. MM, Company and/or Seller own, or hold adequate licenses or other rights to use, all

trademarks, service marks, trade names, and copyrights necessary for the MM franchise operations
and business as now conducted by them (including without limitation those listed in Exhibit H, and

that use does not, and will not, conflict with, infringe on, or otherwise violate any rights of others.

The Selling Parties have the right to sell or assign to Purchaser all such owned trademarks, trade

names, service marks, and copyrights, and all such licenses or other rights.

3.10 Trade Secrets. Exhibit I attached hereto is a true and complete list, without
extensive or revealing descriptions, of the Selling Parties’ trade secrets with respect to the MM
franchise operations and business, including all recipes, vendor lists, supplier lists, processes,
know-how, advertising strategies, computer programs and routines, and other technical dat.a. .The
specific location of each trade secret's documentation, inclu.dir}g its complete Flesg‘_xptxon,
specifications, charts, procedures, and other material relating to it, is alsq set‘forch thh it in that
Exhibit I. Each trade secret's documentation is current, accurate, and sufficient in detall_and content
to identify and explain it and to allow its full and proper use by Purchaser without reliance on the

special knowledge or memory of others.

h of these trade secrets, free and clear

MM d/or Seller is, or are, the sole owner(s) of eac
A aims of others . MM, Company and

1 icti itable cl
of any liens, encumbrances, restrictions, or legal or equi , C
Seller have taken all reasonable security measures to protect the secrecy, confidentiality, and value

of these trade secrets; any of their employees and any other persons who,. either alone or 1tn c::;;r;
with others, developed, invented, discovered, derived3 programmed, or designed t‘hese secitieci, orne
have knowledge of or access to information relating to them, haye been 5;;4 ogor: o and,lor
appropriate, have entered into agreements that these secrets are proprietary to , P

Seller and not to be divulged or misused.

protectible and are not part of the public knowledge

resently valid and )
All these trade secrets 2r¢ P . have they been used, divulged, or appropriated for the

or literature; nor to Selling Parties’ knowledge
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benefit of any past or present employees or other persons, or to the detriment of 'Company or
Subsidiary.

3.11  Title to Assets. The Selling Parties, and each of them, have good and
marketable title to all their respective assets and interests in assets, whether real, personal, mixed, |
tangible, or intangible, which constitute all the assets and interests in assets that are used in the
business and franchise operations of MM, including the Purchased Assets. All these assets are free
and clear of restrictions on or conditions to transfer or assignment, and free and clear of mortgages,
liens, pledges, charges, encumbrances, equities, claims, easements, rights of way, covenants,
conditions, or restrictions, except for (i) those disclosed in the consolidated balance sheet of Company
and Seller as of December 31, 1999, included in the Financial Statements, or in Exhibit J attached
hereto, and (ii) possible minor matters that, in the aggregate, are not substantial in amount and do not
materially detract from or interfere with the present or intended use of any of the Purchased Assets
or materially impair the business and franchise operations of MM, and all of which are to be either
(x) paid on the Closing Date, (y) paid as part of the Trust Funds deposited with Purchaser’s Counsel
as provided in paragraph 2.2 hereof, or (z) assumed by Company and/or Seller. None of MM,
Company and/or Seller are in default or in arrears in any material respect under any lease. All tangible
personal property of MM, Company and/or Seller necessary to the business and franchise operations
of MM are in good operating condition and repair, ordinary wear and tear excepted. MM, Company
and/or Seller are in possession of all premises leased to them from others.

3.12. Franchisees and Sales. Schedule 1 to Exhibit C attached hereto is a correct
and current list of all franchisees of MM together with summaries of the sales reported by each such
franchisee, and franchise fees paid by each such franchisee, to MM, Company and/or Seller made to
each customer during the most recent fiscal year ended December 31, 2000 and the most recent
month ended February 29, 2000. Except as set forth on Schedule 1 to Exhibit C, neither Company
nor Seller has any information, or is aware of any facts, indicating that any of these franchisees (i)
intend to cease doing business as a franchisee of MM or (i) will materially alter the amount of the

business they are presently doing as a franchisee of MM..

3.13 Emplovment Contracts and Benefits.

A Exhibit K attached hereto is a list of all employment contracts and
collective bargaining agreements, and all pension, bonus, profit-sharing, stock option,.or.other
agreements or arrangements providing for employee remuneration or beneﬁts to which MM,
Company and/or Seller is a party or by which MM, Company and/or Seller is bound. All these
contracts and arrangements are in full force and effect, and neither MM, Company, nor Seller, nor’
any other party is in default under them. There have been no claim§ of d;faults and, to t‘he be§t
knowledge of the Selling Parties, there are no facts or conditions that if continued, or on potice, »'le
result in a default under these contracts or arrangements. There is no pending or, to Selling Pamgs
knowledge, threatened labor dispute, strike, or work stoppage affecting the.busin.ess or frax}chlse
operations of MM. MM, Company and Seller, and each of them, have com;')lfed with all applicable
laws for each of their respective employee benefit plans, including the provisions of the Employee
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Retirement Income Security Act (ERISA) if and to the extent applicable. There are no threatened or
pending claims by or on behaif of any such benefit plan, by or on behalf of any employee covered
under any such plan, or otherwise involving any such benefit plan, that allege a breach of fiduciary
duties or violation of other applicable state or federal law, nor is there, to selling parties' knowiedge,
any basis for such a claim. Neither MM, Company nor Seller has entered into any severance or similar
arrangement in respect of any present or former employee that will result in any obligation, absolute
or contingent, of Purchaser, MM, Company or Seller, to make any payment to any present or former
employee following termination of employment.

B. Employment. Selling Parties, and each of them, agree that, effective
on the Closing Date, Purchaser may employ certain management personnel, advisors and staff of MM
and the Selling Parties to provide necessary management and effect an orderly transition of the
operations of MM from the Selling Parties to Purchaser, as more fully described in Exhibit L (the
"Designated Employees"). Such Designated Employees shall be entitled to retain copies (including
photocopies and computer file copies) of all books, records, customer lists, vendor lists, supplier lists,
contacts, and lists of prospective franchisees, as shall be necessary to properly manage and conduct
the activities of MM from and after the Closing. Selling Parties, and both of them warrant and
guarantee that they shall not bring any action for breach of contract, misappropriation of trade
secrets, or breach of any other similar fiduciary duty against Purchaser and/or the Designated
Employees arising out of the employment by Purchaser of such Designated Employees.”

3.14 Insurance Policies. Exhibit M attached hereto is a description of all insurance
policies held by MM, Company and/or Seller concerning the businesses and franchise operations of
MM. All these policies are in the respective principal amounts set forth in Exhibit M. The Selling
Parties, and each of them, have maintained and now maintain (i) insurance on all the Purchased
Assets, business and franchise operations of MM of a type customarily insured, covering property
damage and loss of income by fire or other casualty, and (i) adequate insurance protection agatnst
all liabilities, claims, and risks against which is customary to insure. Neither MM, Company nor Seller
is in default with respect to payment of premiums on any such policy. No claim1s Qending under any
such policy with respect to the Purchased Assets, or business and frz}n.chise‘operanons of MM. The
Selling Parties shall obtain “tail” coverage to all such insurance policies with respect to any aqd_ all
liabilities, claims, and risks regarding the Purchased Assets and business and operations of MM ansing

prior to the Closing Date.

315 Other Contracts. Neither MM, Company nor Seller is a party to, nor ar'e the
Purchased Assets, business and: franchise operations of MM bound ‘by, any dtstnbutor.s or
manufacturer's representative Or agency agreement, any output or requirements aggeexgeon;; rilslty
agreement not entered into in the ordinary course of business; any indenture, mortgagle,d | ;e withou;
or lease; or.any agreement that is unusual in nature, duration, or.amounz1 gncc!;li ;ego, b
limitation, any agreement with respect to the Purchased Assets, the busm;a‘ssa.n fa?a erio% e
of MM eqiing he peformance by MYE Company o IS 2 L' ot in i N

i ear from Closing Date, ‘

zftta.e(:r;lc::lggh:rzg?io(;?:s(;f)' \Z/hich have been furnished or made availabie to Purchaser. There is 0o
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default or event that, with notice or lapse of time or both, would constitute a default by any party to
any of these agreements. Neither MM, Company nor Seller has received notice that any party to any
of these agreements intends to cancel or terminate any of these agreements or to exercise or not
exercise any options under any of these agreements. Neither MM, Company nor Seller is a party to,
nor is any such party or the Purchased Assets bound by, any agreement that is materially adverse to
the Purchased Assets or the businesses, properties, or financial condition of MM or its franchise
operations.

3.16 Compliance WithLaws. Neither MM, Company nor Seller has received notice
of any violation of any applicable federal, state, or local statute, law, or regulation (including, without
limitation, any applicable building, zoning, environmental protection, occupational safety or other law,
ordinance, or regulation) affecting the Purchased Assets, the business and franchise operations of
MM, or of any of the MM franchisees, and to the best of the knowledge of MM, Company and Seller,
there are no such violations.

3.17 Litigation. There is not pending, or, to the best knowledge of MM, Company
and/or Seller, threatened, any suit, action, arbitration, or legal, administrative, or other proceeding,
or governmental investigation against or affecting the Purchased Assets or the assets, financial
condition, business and franchise operations of MM. Neither MM, Company nor Seller is in default
with respect to any order, writ, injunction, or decree of any federal, state, local, or foreign court,
department, agency, or instrumentality with respect to the Purchased Assets or the business and
franchise operations of MM. Neither MM, Company nor Seller is presently engaged in any legal
action to recover moneys due to any of them or damages sustained by any of them with respect to
the Purchased Assets or the business and franchise operations of MM.

3.18 Agreement Will Not Cause Breach or Violation. The consummation of the
transactions contemplated by this Agreement will not result in or constitute any of the following: (i)
a breach of any term or provision of this Agreement; (ii) a default or an event that, with notice or
lapse of time or both, would be a default, breach, or violation of the articles of incorporation or
bylaws of Company or Seller or any lease, license, promissory note, conditional sales contract,
commitment, indenture, mortgage, deed of trust, or other agreement, instrument, or arrangement to
which MM, Company or Seller is a party or by which any of them or the property of any of them,
including the Purchased Assets, is bound; (iii) an event that would permit any party to terminate any
agreement or to accelerate the maturity of any indebtedness or other obligation of MM, Company or
Seller; or (iv) the creation or imposition of any lien, charge, or encumbrance on any of the properties
of MM, Company or Seller, including the Purchased Assets.

3.19  Authority and Consents. Selling Parties have the right, power, legal capacity,
and authority to enter into, and perform their respective obligations under, this Agreement, and no
approvals or consents of any persons other than Selling Parties are necessary in connection with it
other than the consent of the California Department of Corporations. The execution and delivery of
this Agreement by Company and Seller have been duly authorized by all necessary corporate action
on the part of Company and Seller. '

11
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3.20 Interest in Customers, Suppliers, and Competitors. Except as set forth in

Exhibit O attached hereto, no officer, director, or employee of Company or Seiler, or any spouse or
child of any of them, has any direct or indirect interest in any competitor, supplier, or customer of
MM or in any person from whom or to whom MM leases any real or personal property, or in any
other person with whom MM is doing business. '

3.21. Corporate Documents. Selling Parties have furnished to Purchaser for its
examination (i) copies of the articles of incorporation and bylaws of Company and Seller; (ii) the
minute books of Company and Seller containing all records required to be set forth of all proceedings,
consents, actions, and meetings of the shareholders and boards of directors of Company and Seller;
(iir) all permits, orders, and consents issued by the Colorado Department of Corporations with respect
to Company, and the Washington Department of Corporations with respect to Seller, respectively,
or any security of either of them, and all applications for such permits, orders, and consents; and (iv)
the stock transfer books of Company and Subsidiary setting forth all transfers of any capital stock.

3.22 Personnel. Exhibit K is a list of the names and addresses of ail oﬁicers,
directors, employees, agents, and manufacturer's representatives of MM, Company and Seller
involved in the business and franchise operations of MM, stating the rates of compensation payable
to each.

3.23  Full Disclosure. None of the representations and warranties made by MM,
Company or Seller, or made in any certificate or memorandum furnished or to be furnished by any
of them or on their behalf, contains or will contain any untrue statement of a material fact, or omits
to state a material fact necessary to make the statements made, in the light of the circumstances under

which they were made, not misleading.

4, Representations and Warranties of Purchaser. Purchaser hereby represents and
warrants to the Seiling Parties as follows:

4.1 Organization and Standing. Purchaser is (i) a limited liability company duly
organized and validly existing under, and by virtue of, the laws of the State of California and is in
good standing as a domestic limited liability company under the laws of such state; (ii) has all
necessary power to own and lease its properties, to carry on it's business as not being coyducted and
to enter into and perform this Agreement and all agreements to which Purchaser isor wzcll be a party
that are exhibits to this Agreement; and (iii) is qualified to do business in all jurisdiction;» in whlc.h.the
failure to so qualify would have a material adverse effect on it's business or financial cc.mdmo.n.
Purchaser has made available to the other parties for inspection complete and correct copes of its
Articles of Organization and Operating Agreement as in effect on the Date hereof ax}d arecord of any
and all proceedings or actions at all meetings of, or taken by written consent, by its Managers and
Members, from and after January 26, 2000, in each case, certified as true and complete and correct

by Purchaser's Managers, copies of which are attached hereto as Exhibit P.

/
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42 Capitalization. Purchaser presently has 18,000 membership interests issued
and outstanding and total capitalization in the amount of $500,000. Purchaser may, at its option,
issue additional Membership Interests for reasonable consideration. Purchaser is under no duty to
redeem or to repurchase any membership interests of any class. The outstanding membership
interests are all duly and validly authorized and issued, fully paid and nonassessable and were issued
in compliance with all applicable federal and state securities laws."

43 Corporate Power; Authornization. Purchaser has all requisite legal and

corporate power as provided a limited liability company under the California Corporations Code (the
"Code") and its operating agreement (the "Operating Agreement”") to execute and deliver this
Agreement and the Other Agreements. The following have been duly authorized by all requisite
action: (a) the execution, delivery and performance of this Agreement and the Other Agreements by
Purchaser; (b) the issuance, transfer and delivery of the Class III Convertible Interests, as more fully
described in paragraph 6.2 (D) of this Agreement. This Agreement and the Other Agreements
constitute the legal, valid and binding obligation of Purchaser, enforceable in accordance with their
respective terms, except (i) as limited by applicable bankruptcy, insolvency, recrganization or similar
laws relating to or affecting the enforcement of the creditors' rights, and (ii) as limited by equitable
principles generally.

44  Consents. No consent, approval, or authorization of, or declaration, filing, or
registration with, any United States federal or state governmental or regulatory authority is required
to be made or obtained by Purchaser in connection with the execution, delivery, and performance of
this Agreement and the consummation of the transactions contemplated by this Agreement.

4.5  Full Disclosure of Material Facts. Purchaser has fully disclosed alt facts with
respect to Purchaser’s business, operations, financial condition and liabilities that are material to the
Selling Parties’ determination to accept the consideration for the sale of the Assets to Purchaser.

4.6  Qpportunity to Perform Due Diligence. Purchaser has been provided by the
Selling Parties a reasonable opportunity to perform satisfactory due diligence with respect to the
Purchased Assets set forth in Exhibit C, the Company’s Material Contracts set forth in Exhibit D
and Seller’s Material Contracts set forth in Exhibit E.

4.7  Disclosure of Information. Purchaser believes that it has received ail the
information it considers necessary or appropriate for deciding whether to purchase the Assets. In
addition, it has had an opportunity to discuss the business, management, and financial affairs of MM
with the Selling Parties’ management and to review the MM facilities. It understands that its
discussions, as well as the written information given to it by the Selling Parties, were intended to
describe the aspects of MM’s business and prospects which Selling Parties believe to be material, but
were not necessarily a thorough or exhaustive description.

I
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5. Consideration.

. 5.1. PurchasePrice: Inconsideration ofthe sale of the Purchased Assets by Selling
Parties to Purchaser, Purchaser will pay to Selling Parties the sum of Four Million Dollars
($4,000,000) (the "Purchase Price"), as follows: '

5.2. Terms:

. A Purchaser paid $500,000 cash upon execution of the Letter of Intent
(the “Letter”) dated February 26, 2000, receipt of which is hereby acknowledged;

B. At the Closing, Purchaser will pay $ 2,500,000 cash to Selling Parties
upon closing of the financing with Amresco, the Purchaser’s lending institution, which financing is
anticipated to be funded on or about March 25, 2000, or as socn thereafter as the parties’ counsels
can prepare the necessary and appropriate documentation (the “Closing Payment™), less the amount
paid to Purchaser’s Counsel in trust as provided in Section 2.2 hereof: ‘

_ C. At the Closing, Purchaser will deliver to Selling Parties a $200,000
unsecured interest free subordinated note (the “Note”), due and payable twenty-four (24) months
from the Closing Date, in form and substance as attached hereto as Exhibit Q; and )

D. At the Closing, Purchaser will deliver to Selling Parties $800,000 in
Class I Convertible Interests of Purchaser (the "Class III Interests”). The Class III Interests will
(i) be Economic Interests, not Membership Interests, (i) be non-voting, (iii) will not be entitled to
share in the profits generated by, or receive any cash or other distributions from, Purchaser, but (iv)
will be entitled to a distribution of sales proceeds in the event of a sale, merger or liquidation of
Purchaser, or of the sale, merger or liquidation by Purchaser of the Purchased Assets or any other
assets, in an amount equal to eighteen percent (18%) of the amount realized by Purchaser from such
sale, merger or liquidation in excess of Four Million Dollars ($4,000,000), net of commissions and
other expenses of such sale, merger or liquidation (the “Sale Consideration”); provided, however, that
in the event of a merger or other transaction in which all or a portion of the consideration derived by
Purchaser in excess of $4,000,000 is in stock, corporate bonds or other securities (collectively the
“Securities”) , Purchaser shall pay the Sale Consideration to Selling Parties in kind, either (1) solely
in Securities or (ii) if Purchaser has received cash and Securities, partially in cash and partially in
Securities, in proportion to the amount of cash and Securities derived by Purchaser in excess of Four
Million Dollars ($4,000,000). The Class III Interests will further provide that, following the full
retirement of all debt financing by the Purchaser, including the Amresco debt, Company shall have
the right, at its option, in its sole and absolute discretion, to (i) convert the Class III Interests into
Class I Investment Interests of Purchaser (the "Class I Interests") in an amount equal to eighteen
percent (18%) of such Class I Interests outstanding on the Closing Date or (ii) convert the Class IIT
Interests into a promissory note of Purchaser in the principal amount of Eight Hundred Thousand
Dollars ($800,000), bearing interest at three percent (3%) above the five-year government bond rate,

14
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~ payable .interest only each quarter, with all principal and any éccrued and unpaid mtérest due and
payable in five (5) years from the date of conversion by the Selling Parties.

6. Allocation of the Purchase Price.

' 6.1. Allocations. Selling Parties and Purchaser acknowledge that the Purchase
Price shall be allocated among the Assets as follows:

Allocation of Assets Purchase Price
(a) Franchise Rights $ 3,700,000.00
(b) Accounts Receivable $ 132,000.00
(c) Furmture and Equipment § 10,000.00
(d) Supplies & Inventories $ 40,000.00
(e) All patents, trademarks, trade names, copyrights,

and other intellectual property rights ' $ 100,000.00
® All promotional materials ~$ 17,000.00
(g)  All other rights/goodwill 3 1,000.00

6.2  .Reporting of Allocations. Purchaser and Seiling Parties have made a mutual
good faith determination of the respective values of the Purchased Assets, and the allocations in the
preceding paragraph 6.1 are based upon such determination. Each of such parties agrees that it shall
not take any position for purposes of computing federal or state income or franchise taxes that is
inconsistent with the foregoing allocations. Purchaser and Selling Parties shall independently file
with the Internal Revenue Service IRS Form 8594, which shall set forth an allocation of the Purchase
Price among the Purchased Assets in accordance with the preceding paragraph 6.1. If Purchaser or
Selling Parties, or either of them, fail to comply with this paragraph 6.2, such party shall be liable for
all taxes, legal and accounting fees, and other expenses actually incurred by the other party as a
consequence of such failure; provided, however, that, should such fees and other expenses be
incurred in connection with any audit or other inquiry involving issues beyond the scope of this
Agreement, any party liable for reimbursement of such fees and expenses under this Paragraph shall
be responsible only for the portion of the total fees and expenses incurred that reasonably relate to
the issues arising under this Agreement. In the event that Purchaser, the Selling Parties, or either of
them, becomes a party to any audit or inquiry involving issues within the scope of this Agreement,
such party shall deliver written notice of such audit or inquiry to the other party within seven days
from receipt of notice of such audit or inquiry. Such audited party shall continue to provide relevant
information regarding such audit or inquiry to the other party. '

15
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7. Selling Parties Obligations Before Closing. Selling Parties covenant that ﬁom thedate

of this Agreement until the Closing:

7.1 Purchaser’s Access to Premises and Information. Purchaser and its counsel,

accountants, and other representatives shall have full access during normal business hours to all
properties, books, accounts, records, contracts, and documents of or relating to Company, Seller, the
Purchased Assets, and the business and franchise operations of MM. Selling Parties shall furnish or
cause to be furnished to Purchaser and its representatives all data and information concerning the
business, finances, and properties of Company, Seller, the Purchased Assets, and the business and
franchise operation of MM that may reasconably be requested.

72 Conduct of Business in Normal Course. Company and Seller shall conduct

and carry on the business, activities and franchise operations of MM diligently and in substantially the
same manner as they previously have been carried out and shall not make or institute any unusual or
novel methods of purchase, sale, lease, management, accounting, or operation that vary materially
from those methods used by MM, Company and Seller with respect thereto as of the date of this
Agreement. In so doing, the Selling Parties shall conduct the business of MM and engage in
transactions only in the ordinary course of business and consistent with past and previous practices,
except as consented to or approved by Purchaser in writing.

During the period from the date of the execution of this Agreement through the Closing Date, the
Selling Parties will not (i) enter into any employment agreement with any of the employees of MM
or otherwise bind MM or Purchaser with respect to any employment agreements, (ii) purchase any
capital equipment, (iii) incur any material debt not in the ordinary course of business, (iv) change_ the
pricing, advertising, promotion or other services provided to the franchisees of MM, (v) enter into
any agreements for the purchase of materials and supplies with suppliers and vendors of MM, other
than in the ordinary course of business, (vi) sell or otherwise divest MM of assets othc.zr than has been
customary in the ordinary course of business, (vii) effect any changes in the operations of MM, or

(viii) agree to any of the foregoing."

73 Preservation of Business and Relationships. Company and Seller will use their
best efforts, without making any commitments on behalf of Purchaser, without Purchaser’s prior
written authorization, which authorization, in the sole and absolute discretion of Purchaser, may be
given or withheld, (i) to preserve the MM business organization intact, 9ii) to keep available to MI\/I
the present officers and employees necessary for the business and franchise operations.of MM, (iit)
to preserve their present relationships with suppliers, customers, and others having ‘busmess
relationships with them on behalf of MM, and (iv) to preserve for Purchaser the goodwill of the
franchisees of MM.

7.4  Corporate Matters. Neither Company nor Seller will (i) amend its articles of
incorporation or bylaws; (ii) incorporate or otherwise organize MM as a limited liability company,
limited liability partnership, general partnership, limited partnership, association, trust, or other entity,
or agree to do any of the acts listed hereinabove.
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7.5  Maintenance of Insurance. Company and Seller will continue to carry their
existing insurance, subject to variations in amounts required by the ordinary operations of their
businesses. At the request of Purchaser and at Purchaser's sole cost and expense, the amount of
insurance against fire and other casualties that, at the date of this Agreement, Company and Seller
carry on the Purchased Assets or the business and franchise operations of MM shall be increased by
the amount or amounts Purchaser shall specify. Effective upon the execution of this Agreement,
Selling Parties shall cause Purchaser to be named as an additional insured on each existing insurance
policy carried by Company and Seller.

7.6  Employees and Compensation. Neither Company nor Seller will do, or agree
to do, any of the following acts: (i) make any change in compensation payable or to become payable
by either of them, to any officer, employee, sales agent, or representative as set forth on Exhibit K
attached hereto (the “Designated Employees™); (ii) make any change in benefits payable to any such
Designated Employee under any bonus or pension plan or other contract or commitment; or (iii)
modify any collective bargaining agreement to which either of them is a party or by which either may
be bound the effect of which would be, in whole or in part, to create a liability burdening the
Purchased Assets or the business and franchise operations of MM.

7.7  New Transactions. Neither Company nor Seller will, without Purchaser’s prior
written consent, which consent, in the sole and absolute discretion of Purchaser, may be given or
withheld, do or agree to do'any of the following acts with respect to the Purchased Assets or the

business and franchise operations of MM:

A. Enter into any contract, commitment, or transaction which effects the
Purchased Assets or the business and franchise operations of MM, not in the usual and ordinary
course of its business; or

B. Enter into any contract, commitment, or transaction in the usual and
ordinary course of business involving an amount exceeding Five Thousand Dollars ($5,000.00),
individually, or Ten Thousand Dollars ($10,000.00) in the aggregate; or

C. Make any capital expenditures in excess of Five Thousand Dollars
($5,000.00) for any single item or Ten Thousand Dollars (§10,000.00) in the aggregate, or enter into
any leases of capital equipment or property under which the annual lease charge is in excess of Three
Thousand Dollars (33,000.00); or

D. Sell or dispose of any capital assets with a net book value exceeding
Two Thousand Deollars ($2,000.00) individually, or Five Thousand Dollars ($5,000.00) in the

aggregate.
7.8  Existing Agreements. Neither Company nor Seller will modify, amend, cancel,

or terminate any of its existing contracts or agreements, or agree to do any of those acts. with respect
to the Purchased Assets or the business and franchise operations of MM, without the prior written
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authorization of Purchaser, which authorization, in the sole and absolute discretion of Purchaser, may
be given or withheld.

7.9  Documentation of Procedures and Trade Secrets. At the written request of

Purchaser, Company and Seller will within seven (7) days, document and describe any of their trade
secrets, processes, or business procedures with respect to the Purchased Assets and the business and
franchise operations of MM as specified by Purchaser, in form and content satisfactory to Purchaser.

. 7.10  Representations and Warranties True at Closing. All representations and
warranties of Selling Parties set forth in this Agreement and in any written statements delivered to

Purchaser by Selling Parties under this Agreement will also be true and correct as of the Closing Date
as if made on that date.

7.11 Corporate and Shareholder Approvals. Company and, ifrequired, Seller, will

each deliver to Purchaser, on or before the Closing Date, a written consent of its shareholders
authorizing and approving the sale of the Purchased Assets to Purchaser on the terms and conditions
provided in this Agreement.

8. Purchaser’s Obligations Before Closing.

8.1 Information To Be Held in Confidence. Purchaser agrees that, unless and until
the Closing has been consummated, Purchaser and its officers, managers, and other representatives
will hold in strict confidence, and will not use to the detriment of Company and Seller, all data and
information with respect to the business of MM, Company and Seller obtained by Purchaser in
connection with this transaction or Agreement, except insofar as that data and information may be
required by law to be included in Purchaser’s Confidential Private Placement Offering Memorandum
or information required to be provided to its Members, required by the Securities Exchange Act of
1934, as amended, and the general rules and regulations issued under that act; or by the California
Commissioner of Corporations, and if the transactions contemplated by this agreement are not
consummated, Purchaser will return to Selling Parties all that data and information that Selling Parties
may reasonably request, including, but not limited to, worksheets, test reports, manuals, lists,
memoranda, and other documents prepared by or made available to Purchaser in connection with this

transaction.

82  Cooperation in Securing Consents of Third Parties. Purchaser will use its best
efforts to assist Purchaser and Seller in obtaining the consent of all necessary.persons and agencies
to the assignment and transfer to Purchaser of any and all of the Purchased Assets, including
agreements with the United States government or any of its agencies, or the State of California or any
of its agencies, to be assigned and transferred under the terms of this Agreement.

8.3  Resale Certificate. Purchaser agrees to furnish any resale certificate or other
documents reasonably requested by Selling Parties comply with the provisions of the sales and use
tax laws of the State of California.
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- 8.4  Bulk Sales Law. Purchaser waives compliance with the provisions of the
California Commercial Code relating to bulk transfers in connection with this sale of assets, subject
to the indemnities of Selling Parties contained in this agreement. Nothing in this paragraph ’8.4 shall
estop or prevent either Purchaser or the Selling Parties from asserting as a bar or defense to any
thlon or proceeding brought under that law that it does not apply to the sale contemplated under this

greement.

9. Conditions Precedent to Purchaser’s Performance. The obligations of Purchaser to

purchase the Purchased Assets under this Agreement are subject to the satisfaction, at or before the
Closing, of all the conditions set out below in this paragraph 9. Purchaser may waive any or all of
these conditions in whole or in part without prior notice; provided, however, that no such waiver of
a cqndition shall constitute a waiver by Purchaser of any of its other rights or remedies, at law or in
equity, if Company or Seller shall be in default of any of their representations, warranties, or
covenants under this Agreement. ’

9.1 Accuracy of Selling Parties' Representations and Warranties. Except as
otherwise permitted by this Agreement, all representations and warranties by each of the Selling
Parties in this Agreement, or in any written statement that shall be delivered to Purchaser by any of
them under this Agreement, shall be true in all material respects on and as of the Closing Date as

though made at that time.

92 Performance by Selling Parties. Selling Parties shall have performed, satisfied,
and complied in all material respects with all covenants, agreements, and conditions required by this
Agreement to be performed or complied with by them, or any of them, on or befcre the Closing Date.

9.3  No Material Adverse Change. During the period from January 1, 2000 to the
Closing Date, there shall not have been any material adverse change in the financial condition or the
results of operations of MM, Company or Seller, and neither Company nor Seller shall have sustained
any material loss or damage to its assets or the Purchased Assets, whether or not insured, that

materially affects its ability to conduct a material part of its business.

94 Certification by Selling Parties. Purchaser shall have received a certificate,
dated the Closing Date, signed and verified by Company’s and Seller’s respective presidents or vice
presidents and their respective treasurers or assistant treasurers, certifying, in such detail as Purchaser
and its counsel may reasonably request, that to the best of their knowledge the conditions specified
in paragraphs 3.19, 7.2-7.8, 7.12, and 9.3 have been fulfilled.

9.5 Opinion of Selling Parties' Counsel. Purchaser shall have received from Eric
Swartz , Esq., counsel for Selling Parties, an opinion dated the Closing Date, in form and substance

satisfactory to Purchaser and its counsel, that:

A. Company and Seller are corporations duly organized and validly
existing and in good standing under the laws of the State of California, and each has all necessary
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corporate power to own its properties as now owned and operate its business as now operated.

. B. Company does not own, directly or indirectly, any equity security of
any corporation except Seller. Seller does not own, directly or indirectly, any equity security of any
corporation '

. C. Mountain Mike’s Pizza Division is a division of Seller and has not been
incorporated or organized as a limited Lability company, limited liability partnership, limited
partnership, general partnership, association, trust, or other entity.

D. This Agreement has been duly and validly authorized and, when
executed and delivered by all Selling Parties, will be valid and binding on each of them and
enforceable in accordance with its terms, except as limited by bankruptcy and insolvency laws and
by other laws affecting the rights of creditors generally.

N - E. Such counsel does not know of any suit, action, arbitration, or legal,
administrative, or other proceeding or governmental investigation pending or threatened against or
affecting the Purchased Assets or the business and franchise operations of MM.

F. Neither the execution nor the delivery of this Agreement nor the
consummation of the transaction contemplated in this agreement will constitute (i) a default or an
event that would, with notice or lapse of time or both, constitute a default under, or violation or.
breach of, Company’s or Seller’s articles of incorporation or bylaws, or any indenture, license, lease,
franchise, mortgage, instrument, or other agreement to which any of Selling Parties is a party or by
which they or the properties of Company or Seller may be bound; or (i) an event that would permit
any party to any agreement or instrument to terminate it or to accelerate the maturity of any
indebtedness or other obligation of Company and Seller; or (iii) an event that would result in the
creation or imposition of any lien, charge, or encumbrance on any asset of Company or Seller,

including the Purchased Assets.

G. Company and Seller, and each of them, has good and marketable title
to all its assets and properties, including the Purchased Assets described in the exhibits to this
Agreement, free and clear of all liens, encumbrances, equities, conditional sales contracts, security

interests, charges, and restrictions.

In rendering their opinion, counsel for Selling Parties may rely on certificates of officers and directors
of Company and Seller as to factual matters, certificates of public officials, and opinions of associate

counsel approved by Purchaser.
9.6  Absence of Litigation. No action, suit, or proceeding before any court or any

governmental body or authority, pertaining to the transaction contemplated by this Agreement or to
its consummation, shall have been instituted or threatened on or before the Closing Date.
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9.7 Letter Regarding Changes. Purchaser shall have received from Michael Cronin,
the Selling Parties’ chief financial officer a letter, dated the Closing Date, stating that on the basis
of a limited review (not an audit) of the latest available accounting records of Company and Seller,
consultations with other responsible officers of Company and Seller, and other pertinent inquiries that
he may deem necessary, he has no knowledge or reason to suspect that during the period from
December 31, 1999, to March 30, 2000, there was any change in the financial condition or results of
operations of MM, Company or Seller, except changes incurred in the ordinary and usual course of
their respective businesses during that period that in the aggregate are not materially adverse, and any
other changes or transactions contemplated by this Agreement. For the purposes of that letter,
"materially adverse" shall be deemed to be an increase in liabilities equal to or greater than Ten
Thousand Dollars ($10,000.00) without a corresponding increase in assets, or a reduction in monthly
operating revenue during that period of Ten Thousand Dollars ($10,000.00) or more.

9.8  Corporate Approval. The execution and delivery of this Agreement by
Company and Seller, and the performance of their covenants and obligations under it, shall have been
duly authorized by all necessary corporate action, and Purchaser shall have received copies of all
resolutions pertaining to that authorization, certified respectively by the secretaries of Company and
Seller.

9.9  Franchise Tax Board Clearance. Purchaser shall have received corporation
tax clearance certificates, as of a date not more than five (5) days before the Closing Date, of the
California Franchise Tax Board, Colorado Department of Revenue and the Washington Department
of Revenue for both Company and Seller.

9.10 Employment Development Department Release. Purchaser shall have received
a Certificate of Release from the California Employment Development Department stating that, as

of a date not more than five (5) days before the Closing Date, no contributions, interest, or penalties
are due to the Employment Development Department from MM, Company or Seller.

9.11 Sales and Use Tax on Prior Sales. The Selling Parties agrees to furnish to
Purchaser a clearance certificate from the California Board of Equalization and any related certificates
that Purchaser may reasonably request as evidence that all sales and use tax liabilities of MM,
Company and/or Seller accruing before the Closing Date have been fully satisfied or provided for.

912 Consents. All necessary agreements and consents of any parties to the
consummation of the transactions contemplated by this Agreement, or otherwise pertaining to the
matters covered by it, shall have been obtained by Selling Parties and delivered to Purchaser.

9.13  Approval of Documentation. The form and substance of all certificates,
instruments, opinions, and other documents delivered to Purchaser under this Agreement shall be

satisfactory in all reasonable respects to Purchaser and its counsel.

I
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10, nditions Precedent to Selling Parties Perf . The obligations of the Selling
Parties to sell and transfer the Purchased Assets under this Agreement are subject to the satisfaction,

at or before the Closing, of all the following conditions. The Selling Parties may waive any or all of
these conditions in whole or in part without prior notice; provided, however, that no such waiver of
a condition shall constitute a waiver by the Selling Parties of any of their other rights or remedies, at
law or in equity, if Purchaser should be in default of any of its representations, warranties, or
covenants under this Agreement.

10.1 .AccuracyofPurchaser’s Representations and Warranties. All representations
and warranties by Purchaser contained in this agreement or in any written statement delivered by
Purchaser under this Agreement shall be true on and as of the Closing Date as though such
representations and warranties were made on and as of that date.

10.2  Purchaser's Performance. Purchaser shall have performed and complied with
all covenants and agreements and satisfied all conditions that it is required by this Agreement to
perform, comply with, or satisfy, before or at the Closing.

10.3  QOpinion of Purchaser's Counsel. Purchaser shall have furnished the Selling
Parties with an opinion, dated the Closing Date, of Jerry J. Goldstein, counset for Purchaser, in form
and substance satisfactory to the Selling Parties and their counsel, to the effect that:

A Purchaser is a limited liability company duly organized, validly existing,
and in good standing under the laws of the State of California and has all requisite power under the
California Corporations Code to perform its obligations under this Agreement,

B. All proceedings required by law or by the provisions of this Agreement
to be taken by Purchaser on or before the Closing Date, in connection with the execution and delivery
of this agreement and the consummation of the transactions contemplated by this Agreement, have

been duly and validly taken,

C Purchaser has the power and authority under the California
~ Corporation’s Code to acquire the Purchased Assets for the consideration set forth inthis Agreement;

D. Every consent, approval, authorization, or order of any court or
governmental agency or body that is required for the consummation by Purchaser of the transactions
contemplated by this Agreement has been obtained and will be in effect on the Closing Date;

E. The promissory note of Purchaser to be delivered at the Closing has
been duly executed and, when delivered as provided in this Agreement, will constitute legal, valid,
and binding obligations of Purchaser, enforceable in accordance with their terms except as limited by
bankruptcy laws, insolvency laws, and other similar laws affecting the rights of creditors generally;

7
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. F. Purchaser’s Class III Convertible Interests to be issued é.nd delivered
under this Agreement will be, when delivered, validly issued, and nonassessable; and,

G. The consummation of the transactions contemplated by this Agreement
does not violate or contravene any provision of any charter, provision of its operating agreement, or
resolution of Purchaser or of any indenture, agreement, judgment, or order to which Purchaser is a
party or by which Purchaser is bound.

In rendering his optnion, counsel for Purchaser may rely on certificates of governmental authorities
and on opinions of associate counsel.

10.4 Purchaser's Approval. The Managers and holders of one hundred percent
(100%) of the Class I Investment Membership Interests and of the Class II Manager’s Membérship
Interest of Company, constituting all such Membership Interests, shall have duly authorized and
approved the execution and delivery of this Agreement and all corporate action necessary or proper
to fulfill Purchaser's obligations to be performed under this Agreement on or before the Closing Date.

10.5 Absence of Litigation. No action, suit, or proceeding before any court or any
governmental body or authority, pertaining to the transaction contemplated by this agreement or to
its consummation, shall have been instituted or threatened on or before the Closing Date.

11.  Selling Parties’ Obligations at Closing. At the Closing, the Selling Parties shall deliver
or cause to be delivered to Purchaser the following:

11.1  Assignments of all leaseholds, properly executed and acknowledged by the
Selling Parties, and accompanied by all consents of lessors required by this Agreement and the leases

being assigned; and

11.2 Instrumentsofassignment and transfer of the Purchased Assets, including, but
not limited to, all their interest in , and rights under, all MM (i) franchising rights, (ii) franchising
agreements, (iii) royalty agreements, (iv) development agreements, (v) trademarks, (vi) copyrights,
(vii) trade names, (viii) logos, (ix) vendor contracts, (x) rebate programs, (xi) marketing funds, (xit)
licenses, and (xiii) any and all other assets, materials and property, tangible or intangible, necessary
to or used in the franchising operations of MM, except as expressly excluded in an exhibit to this

Agreement.

Simultaneously with the consummation of the transfer, the Selling Parties, through their officers,
agents, and employees, will put Purchaser into full possession and enjoyment of all properties and
assets to be conveyed and transferred by this Agreement.

Selling Parties, at any time before or after the Closing Date, will execute, acknowledge, and deliver

any further deeds, assignments, conveyances, and other assurances, documents, and instruments of
transfer, reasonably requested by Purchaser, and will take any other action consistent with the terms
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- of this Agreement that may reasonably be requested by Purchaser for the purpose of assigning,
transferring, granting, conveying, and confirming to Purchaser, or reducing to possession, any or all
property to be conveyed and transferred under this Agreement. If requested by Purchaser, the Selling
Parties, and each of them, further agree to prosecute or otherwise enforce in their own name for the
benefit of Purchaser any claims, rights, or benefits that are transferred to Purchaser under this
Agreement and that require prosecution or enforcement in Company’s or Seller’s name. Any
prosecution or enforcement of claims, rights, or benefits under this paragraph 11.2 shall be solely at
Purchaser's expense, unless the prosecution or enforcement is made necessary by a breach of this
Agreement by any of the Selling Parties. ‘

12.  Purchaser's Obligations at Closing. At the Closing, Purchaser shall deliver to the
Selling Parties the following instruments and documents against delivery of the items specified in

paragraph 11::

12.1. A bank cashier's check, or bank wire transfer of funds, in the amount of Two
Million Five Hundred Thousand Dollars ($2,500,000.00), less the amount of the Trust Funds
deposited with Purchaser’s Counsel as provided in paragraph 2.2 hereof;

12.2  Purchaser’s promissory note dated the Closing Date, in the principal amount
of Two Hundred Thousand Dollars ($200,000.00) in the form attached hereto as Exhibit Q

(“Purchaser’s Note™);

12.3  $800,000 in Class III Convertible Interests of Purchaser (the "Class IIX
Interests") in the form attached hereto as Exhibit R.

12.4  An opinion of Purchaser's counsel, dated the Closing Date, as provided for in
paragraph 10.3 hereof;

12.5 Certified resolutions of Purchaser's managers, in form satisfactory to counsel
for Selling Parties, authorizing the execution and performance of this Agreement and all actions to
be taken by Purchaser under this Agreement;

12.6 A certificate executed by one of the managers of Purchaser certifying that all
Purchaser's representations and warranties under this Agreement are true as of the Closing Date, as
though each of those representations and warranties had been made on that date;

I
1
i

/I
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13. Selling Parties’ Obligations After Closing.:
13.1 Selling Parties’ Indemnity.

A Company and Seller, and each of them, shall, jointly and severally,
indemnify, defend, and hold harmiess Purchaser against and in respect of any and all claims, demands,
losses, costs, expenses, obligations, liabilities, damages, recoveries, and deficiencies, including
interest, penalties, and reasonable attorneys' fees, that Purchaser shall incur or suffer, that (i) arise,
result from, or relate to, the Purchased Assets or the business and franchise operations of MM which
arise from such operations prior to the Closing Date, or (ii) arise, result from, or relate to any breach
of, or failure by Selling Parties to perform, any of their representations, warranties, covenants, or
agreements in this Agreement or in any schedule, certificate, exhibit, or other instrument furnished
or to be furnished by Selling Parties under this Agreement. Company’s and Seller’s liability under this
paragraph 13.1 shall not, however, exceed the aggregate amount of Four Million Dollars
($4,000,000.00). Notwithstanding any other provision of this Agreement, Company and Seller shall
not be liabie to Purchaser on any warranty, representation, or covenant made by Selling Parties in this
Agreement, or under any of their indemnities in this Agreement, regarding any single claim, loss,
expense, obligation, or other liability that does not exceed Ten Thousand Dollars ($10,000.00);
provided, however, that when the aggregate amount of all such claims, losses, expenses, obligations,
and liabilities not exceeding Ten Thousand Dollars ($10,000.00) each reaches Forty Thousand
Dollars ($40,000.00), Company and Seller shall, subject to the above limitation on their maximum
aggregate liability, thereafter be liable in full for all those breaches and indemnities and regarding all
those claims, losses, expenses, obligations, and liabilities.

B. In computing the amount to be paid by Company and Seiler under their
indemnity obligations, there shall be deducted an amount equal to any tax benefits actually received
by Purchaser, taking into account the income tax treatment of the receipt of these payments.

C. Purchaser shall promptly notify Company and Seller of the existence
of any claim, demand, or other matter to which Company’s and Seller’s indemnification obligations
would apply, and shall give them a reasonable opportunity to defend the same at their own expense
and with counsel of their own selection; provided that Purchaser shall at all times also have the right
to fully participate in the defense at its own expense. If Company and Seller shall, within a reasonable
time after this notice, fail to defend, Purchaser shall have the right, but not the obligation, to
undertake the defense of, and to compromise or settle (exercising reasonable business judgment), the
claim or other matter on behalf, for the account, and at the risk, of Company and Seller. If the claim
is one that cannot by its nature be defended solely by Company and Seller (including, without
limitation, any federal or state tax proceeding), then Purchaser shall make available all information
and assistance that Company and Seller may reasonably request.

13.2  Selling Parties’ Competition. In consideration for the payment by Purchaser

of Purchaser Price, as more fully described in paragraph 5 hereof, Company and Seller, and each of
them, agrees that they will not, at any time prior to the payoff of the Amresco financing, directly or
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indirectly engage in, or have any interest in any person, firm, corporation, or business (whether as an
employee, officer, director, agent, security holder, creditor, consultant, or otherwise) that engages
in any activity in any of the counties in the State of California, California, which activity is the same
as, similar to, or competitive with any activity now engaged in through the operation of MM by
Company and Seller (or any successor or successors of either) in any of these counties or cities so
long as Purchaser shall engage in this activity in such county.

Company and Seller, and each of them, further agree not to divulge, communicate, use to the
detriment of Purchaser or for the benefit of any other person or persons, or misuse in any way, any
confidential information or trade secrets of Company and/or Seller used in or related to the business
and franchise operation of MM, including personnel information, secret processes, know-how,
customer lists, recipes, formulas, or other technical data.

13.3 Use of Name. Company and Seller, and each of them, agree that after the
Closing Date they shall not use or employ in any manner directly or indirectly Mountain, Mike’s, or
Mountain Mike’s Pizza.

14. Purchaser’s Obligations After Closing.

14.1 Purchaser’s Indemnity. Purchaser agrees to indemnify, defend and hold
harmless Company and Seller, and each of them, against, and in respect of, any and all claims,
demands, losses, costs, expenses, obligations, liabilities, damages, recoveries, and deficiencies,
including interest, penalties, and reasonable attorneys’ fees, that Company and Seller may incur or
suffer, that (i) arise, result from, or relate to, the business and franchise operations of MM which arise
from and after the Closing Date, or (ii) arise, result from, or relate to Purchaser’s breach of or failure
to perform any of its warranties, covenants, guaranties, commitments, or agreements in this
Agreement, by reason of any act or omission of Purchaser, or any of its successors or assigns, from
and after the Closing Date, that constitutes a breach or default under, or a failure to perform, any
obligation, duty, or liability of any of the Selling Parties under any loan agreement, lease, contract,
order, or other agreement to which it is a party or by which it is bound at the Closing Date, but only
to the extent to which Purchaser expressly assumes these obligations, duties, and liabilities under this
Agreement. Purchaser’s liability under this paragraph 14.1 shall not, however, exceed the aggregate
amount of One Hundred Thousand Dollars ($100,000.00). Notwithstanding any other provision of
this Agreement, Purchaser shall not be liable to Company or Seller on any warranty, representation,
or covenant made by Purchaser in this Agreement, or under any of its indemnities in this Agreement,
regarding any single claim, loss, expense, obligation, or other liability that does not exceed Ten
Thousand Dollars ($10,000.00); provided, however, that when the aggregate amount of all such
claims, losses, expenses, obligations, and liabilities not exceeding Ten Thousand Dollars ($1 0,000.00)
each reaches Forty Thousand Dollars ($40,000.00), Purchaser shall, subject to the above limitation
on their maximum aggregate liability, thereafter be liable in full for all those breaches and indemnities
and regarding all those claims, losses, expenses, obligations, and liabilities.

I
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A In computing the amount to be paid by Purchaser under its indemnity
obligations, there shall be deducted an amount equal to any tax benefits actually received by Company
and Seller, or either of them, taking into account the income tax treatment of the receipt of these

payments.

B. Company and Seller shall promptly notify Purchaser of the existence
of any claim, demand, or other matter to which Purchaser’s indemnification obligations would apply,
and shall give it a reasonable opportunity to defend the same at its own expense and with counsel of
its own selection; provided that Company and Seller shall at all times also have the right to fuily
participate in the defense at their own expense. If Purchaser shall, within a reasonable time after this
notice, fail to defend, Company and Seller, and each of them, shall have the right, but not the
obligation, to undertake the defense of, and to compromise or settle (exercising reasonable business
judgment), the claim or other matter on behalf, for the account, and at the risk, of Purchaser. If the
claim is one that cannot by its nature be defended solely by Purchaser (including, without limitation,
any federal or state tax proceeding), then Company and Seller, and each of them, shall make available
all information and assistance that Purchaser may reasonably request.

15. Publicity; Notice to Franchisees.

15.1 All notices to third parties and all other publicity concerning the transactions
contemplated by this Agreement shall be jointly planned and coordinated by and between Purchaser
and the Selling Parties. No party shall act unilaterally in this regard without the prior written approval
of the others; however, this approval shall not be unreasonably withheld.

15.2  Prior to the Closing, Purchaser and the Selling Parties shall jointly prepare and
approve a notice to the MM franchisees which such notice shall notify the franchisees (i) the business
and franchise operations of MM have been sold to Purchaser, (ii) in accordance with the provisions
of the franchise agreements, as part of the sale the Selling Parties have assigned all right, title and
interest in and to such franchise agreements to Purchaser, (iii) all franchise fees and royalty payments
which accrue prior to the Closing Date will be due and payable to the Selling Parties as provided in
the franchise agreements, (iv) all franchise fees and royalty payments which accrue on or after the
Closing Date will be due and payable to Purchaser, in accordance with the provisions of the franchise
agreements, and (v) introducing the new officers and employees of Purchaser.

16. Costs and Expenses.

16.1 Finder's or Broker's Fees. Each party represents and warrants that it has dealt
with no broker or finder in connection with any transaction contemplated by this agreement, and, as
far as it knows, no broker or other person is entitled to any commission or finder's fee in connection
with any of these transactions. Selling Parties and Purchaser each agree to indemnify and hold
harmless one another against any loss, liability, damage, cost, claim, or expense incurred by reason
of any brokerage, commission, or finder's fee alleged to be payable because of any act, omission, or

statement of the indemnifying party.
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16.2 Expenses. Each party shall pay all costs and expenses incurred or to be
incurred by it in negotiating and preparing this agreement and in closing and carrying out the
transactions contemplated by this agreement, including each party’s respective legal, accounting and
other costs and expenses.

16.3  Sales and Use Taxes. Selling Parties shall pay ail sales and use taxes arising
out of the transfer of the Purchased Assets and shall pay their portion, prorated as of the Closing
Date, of state and local real and personal property taxes of the MM business. Purchaser shall not be
responsible for any business, occupation, withholding, or similar tax, or any taxes of any kind related
to any period before the Closing Date.

17. Nature and Survival of Representations and Obligations. No representations or
warranties whatever are made by any party, except as specifically set forth in this Agreement, or in
an instrument, certificate, opinion, or other writing provided for in this Agreement. All statements
contained in any of these instruments, certificates, opinions, or other writings shall be deemed to be
representations and warranties under this Agreement. Except as provided in this paragraph 17, the
representations, warranties, and indemnities made by the parties in this Agreement or in instruments,
certificates, opinions, or other writings provided for in the covenants and agreements to be performed
or complied with by the respective parties under it before the Closing Date, shall be deemed to be
continuing and shall survive the Closing, but shall expire on the fifth (5*) anniversary date following
the Closing Date, unless a specific claim in writing with respect to these matters shall have been made,
or an action at law or in equity shall have been commenced or filed, before this anniversary date.
Nothing in this paragraph shall affect the obligations and indemnities of the parties with respect to
covenants and agreements contained in this Agreement that are permitted to be perfgrmed, in who}e
or in part, after the Closing Date. Notwithstanding the foregoing, the representations set fqrth n
paragraph 3.1 (Organization and Standing), 3.2 (Corporate Power; Authgnz.atlon), 3.1 ('Ijltle to
Assets), 4.1 (Organization and Standing) and 4.3 (Corporate Power; Authorization) shall survive the
Closing Date indefinitely, and the representations set forth in par.ag.rap‘hs 3.7.(Tax Returns and
Audits) shall expire until the expiration of the applicable statute of limitations with respect thereto.

18.  Purchaser, Company and Seller, and each of them, acknowledge that Al\/IRES'CO
Commercial Finance, Inc. (“Amresco”), Purchaser’s lending institution, is a third party beneficiary
to this Agreement and is entitled to enforce its rights hereunder as if actually a party hereto.

19. Miscellaneous.

19.1 Notices.

A. Unless otherwise provided herein, any notice, demand, consent? oﬂ_’er,
acceptance, approval, request, election, certification, request, waive{', notice or ott_xer communication
required or permitted to be given pursuant to this Agreement (hereinafter collectively refc?rred to as
a "Notice"), shall be deemed given only if in writing and either (i) del_ivered gersonally (with receipt
acknowledged); (i) sent by certified or registered mail, or for overnight delivery, postage and fees
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- prepaid, return receipt requested; (iif) delivered to Federal Express, United Parcel Service, D.H.L.
WorldWide Express, or Airborne Express, for overnight delivery, charges prepaid or charged to the
sender’s account; (iv) when transmitted by electronic means, and such transmission is electronically
confirmed as having been successfully transmitted; or (v) when delivered to the home or office-of a
recipient in the care of a person whom the sender has reason to believe will promptly communicate
the notice to the recipient. Each such Notice shall be addressed as follows:

COMPANY:

With copies to:

SELLER:

With copies to:

PURCHASER

With copies to:

B.

Jreck Subs Group, Inc.
2101 WSR 434

Suite 100

Longwood, FL. 32779

Eric Swartz, Esq.

The Swartz Law Firm
240 Washington St.
Watertown, NY 13601

Admiral Fleet, Inc.
2101 WSR 434

Suite 100

Longwood, FL 32779

Eric Swartz, Esq.

The Swartz Law Firm
240 Washington St.
Watertown, NY 13601

Concept Acquisitions, LLC
1762 Coco Plum
Longwood, FL 32779

Law Offices of Jerry J. Goldstein
28771 La Siena
Laguna Niguel, CA 92677

A Notice must be addressed to a each party at such party’s last known

address. A Notice delivered personally will be deemed given only when acknowledged in writing by
the Person to whom it is delivered. A Notice sent by mail will be deemed given three (3) business
days after it is mailed. Any Party may designate, by Notice, in accordance with the provisions of this
paragraph 18.1, to all of the others, substitute addresses and/or addressees for Notices; and,
thereafter, Notices are to be directed to those substitute addresses and/or addressees.

TRADEMARK
REEL: 002070 FRAME: 0828



19.2 Parties.

A Parties in Interest. Nothing in this Agreement, whether express or
implied, is intended to confer any rights or remedies under or by reason of this Agreement on any
persons other than the parties to it and their respective successors and assigns, nor is anything in this
agreement intended to relieve or discharge the obligation or liability of any third persons to any party
to this Agreement, nor shall any provision give any third persons any right of subrogation or action
over against any party to this Agreement.

B. Assignment. This Agreement shall be binding on, and shall inure to
the benefit of| the parties to it and their respective heirs, legal répresentatives, successors, and assigns;
provided, however, that no assignment by Purchaser shall relieve Purchaser of any of its obligations
or duties under this Agreement

19.3. Successors and Assigns. Successors and Assigns. Except as otherwise
expressly provided herein, the provisions hereof'shall inure to the benefit of, and be binding upon, the
successors, assigns, heirs, executors and administrators of the parties hereto.

19.4  Governing Law. This Agreement shall be governed by, and construed in
accordance and the United States without regard to conflicts of laws provisions thereof and without
regard to the United Nations Convention on Contracts for the International Sale of Goods.

19.5  Waivers and Amendments. The rights and obligations of the parties under this
Agreement may be amended. waived or discharged (either generally or in a particular instance, either
retroactively or prospectively, and either for a specified period of time or indefinitely) only by a
written instrument effecting such amendment, waiver or discharge signed by Company, Seller and

Purchaser.

19.6  Effect of Headings. The subject headings ofthe paragraphs and subparagraphs
of this Agreement are included for convenience of reference only and shall not affect the construction

or interpretation of any of its provisions.

19.7  Severability of this Agreement. If any provision of this Agreement shall be
determined to be invalid, illegal or unenforceable by any court of final jurisdiction, it is the intent of
the parties that all other provisions of this Agreement be construed to remain fully valid, enforceable,
and binding on the parties.

19.8 Delays or Omissions. It is agreed that no delay or omission to exercise any
right, power or remedy accruing to any party upon any breach or default of any other party under this
Agreement shall impair any such right, power or remedy, nor shall it be construed to be a waiver of
any such breach or default, or any acquiescence therein, or of any similar breach or default thereafter
occurring; nor shall any waiver of any single breach or default be deemed a waiver of any other
breach or default theretofore or thereafter occurring. It is further agreed that any waiver, permit,
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consent or approval of any kind or character of any breach or default under this Agreement, or any
waiver of any provisions or conditions of this Agreement must be in writing and shall be effective only
to the extent specifically set forth in writing and that all remedies, either under this Agreement, by law
or otherwise, shall be cumulative and not alternative. :

19.9  Specific Performance and Waiver of Rescission Rights. Each party's

obligation under this Agreement is unique. If any party should default in its obligations under this
Agreement, the parties each acknowledge that it would be extremely impracticable to measure the
resulting damages; accordingly, the nondefaulting party or parties, in addition to any other available
rights or remedies to which they may be entitled,, may sue in equity for specific performance, and the
parties each expressly waive the defense that a remedy in damages will be adequate. Notwithstanding
any breach or default by any of the parties of any of their respective representations, warranties,
covenants, or agreements under this Agreement, if the purchase and sale contemplated by it shall be
consummated at the Closing, each of the parties waives any rights that it or they may have to rescind
this Agreement or the transaction consummated by it; provided, however, that this waiver shall not
affect any other rights or remedies available to the parties under this Agreement or under the law.

19.10 Recovery of Litigation Costs. If any legal action or any arbitration or other
proceeding is brought for the enforcement of this Agreement, or because of an alleged dispute,
breach, default, or misrepresentation in connection with any of the provisions of this Agreement, the
successful or prevailing party or parties shall be entitled to recover reasonable attorneys' fees and
other costs incurred in that action or proceeding, in addition to any other relief to which it or they

may be entitled.

19.11 Entire Agreement; Modification; Waiver. This Agreement and the Exhibits
hereto, constitute the full and entire understanding and agreement among the parties with respect to
the subject matter contained herein and therein, s hereof and thereof and supersedes all prior and
contemporaneous agreements, representations, and understandings of the parties, whether oral or
written. No supplement, modification, or amendment of this Agreement shall be binding unless
executed in writing by all the parties hereto. No waiver of any of the provisions of this Agreement
shall be deemed, or shall constitute, a waiver of any other provision, whether or not simuilar, nor shall
any waiver constitute a continuing waiver. No waiver shall be binding unless executed in writing by

the party making the waiver.

19.12 Counterparts. This Agreement may be executed in one or more counterparts,
each of which shall be deemed an original, but all of which together shall constitute one and the same

instrument.

19.13 Termination. Subject to the provisions of paragraph 2.1 hereof relating to the
postponement of the Closing Date, any party may prior to the Closing terminate this Agreement,
without liability to any other:

1
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- ‘ . A. By Purchaser. Purchaser may, at its option, in its sole and absolute

discretion, terminate this Agreement and the transactions contemplated hereby at any time prior to
the payment to Seller of the Closing Payment in the amount of Two Million Five Hundred Thousand
Dollars ($2,500,000.00), as provided in paragraph 5.2 B hereof, by providing to Selling Parties
written notice of its election to so terminate this Agreement. Upon termination of this Agreement
by Purchaser, Selling Parties shall refund to Purchaser the Down Payment in the amount of Five
Hun@red .Thousand Dollars ($500,000.00) previously paid to Selling Parties by Purchaser, as
provided in paragraph 5.2A hereof, by payment to Purchaser, at the option of Selling Parties, in tileu'
sole and absolute discretion, either (i) in cash or (if) as evidenced by a promissory note with interest
t!xereon at ten percent (10%) per annum, the entire sum of principal and interest payable no later than
six (6) months from the date of the notice of termination from Purchaser to Selling Parties.

. . B. By Selling Parties. Company and Seller, or either of them, may, at their
option, in their sole and absolute discretion, terminate this Agreement and the transactions
conti'emp'.lated hereby at any time prior to receipt by the Selling Parties of the Closing Payment. Upon
termination of this Agreement by Selling Parties, or either of them, Selling Parties shall immediately
pay to purchaser the sum of Six Hundred Thousand Dollars (3600,000.00) in cash.

C. Defaults Permitting Termination. Ifeither Purchaser or Selling Parties
matenally default in the due and timely performance of any of their or their warranties, covenants,
or agreements under this Agreement, the nondefaulting party or parties may on the Closing Date give
notice of termination of this agreement, in the manner provided in paragraph 18.1 hereof . The notice
shall specify with particularity the default or defaults on which the notice is based. The termination
shall be effective five days after the Closing Date, as such Closing Date has been extended by
agreement among the parties, unless the specified default or defaults have been cured on or before

this effective date for termination.

19.14 Further Actions; Assurances. Each ofthe Parties hereby agrees that such Party
shall hereafter promptly execute and deliver any and all additional documents, certificates, instruments
notices, and other assurances, and shall do any and all other acts and things reasonably necessary in
connection with the performance of their respective obligations under this Agreement and to carry

out the intent of the parties to this Agreement.

19.15 Time is of the Essence. Time is of the essence of every provision of this
Agreement that specifies a time for performance.

7
1/
I

"
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- IN WITNESS WHEREOF, the parties hereto have duly executed this Asset Purchase

of the day and year first above written.

COMPANY:

(Corporate Seal)

SELLER:

(Corporate Seal)

Approval as to form:

PURCHASER:

Approval as to form:

JRECK SUBS GROUP, INC.,
a Colorado corporation

By: ' AM |

Name: Chrissépher M. Swartz ¢/
Title: Chief Executive Officer and President

ADMIRALS FLEET, INC,,
a2 Washington corporation

b LEAL D

Name: Christ(pher M. Swaffz (/
Title: Chief Executive Officer and President

Law Offices of

By
Name: Eric Swartz
Attorney for Company and Seller

CONCEPT ACQUISITIONS GROUP, LLC
a California limited liability company

o TP T

arde-_Sfeven Straus(\_/

Title: Manager

Law Offices of Jerry J. Goldstein
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IN WITNESS WHEREQOF, the parties hereto have duly executed this Asset Purchase Agreement as
of the day and year first above written.

COMPANY: JRECK SUBS GROUP, INC.,
a Colorado corporation

(Corporate Seal) By:
Name: Christopher M. Swartz
Title: Chief Executive Officer and President

SELLER: ADMIRALS FLEET, INC.,
' a Washington corporation

(Corporate Seal) By:
Name: Christopher M. Swartz ‘
Title: Chief Executive Officer and President

Approval as to ﬁSrm: Law Offices of

By
Name: Enc Swartz
Attorney for Company and Seller

PURCHASER: CONCEPT ACQUISITIONS GROUP, LLC
a California limited liability company

By:
Name: Steven Strauss
Title: Manager

Approval as to form: Law Offices of Jerry J. Goldstein

- By
Name: Jerry J. Goldstein
Attorney for Purchaser

W)
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- EXHIBIT "H"

TRADE NAMES, COPY RIGHTS, AND TRADEMARKS

2,004,536
1,716,963
1,716,962

2,174,312

RECORDED: 04/28/2000

10/1/96
9/15/92
9/15/92

7/21/98

Mark

Mountain Mike's Pizza
Mountain Mike's
Mountain Mike's

Pizza The Way It -
Oughta Be

Admiral's Fleet, Inc.
Admiral's Fleet, Inc.
Admiral's Fleet, Inc.

Admiral's Fleet, Inc.
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