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FRANCHISE DISCLOSURE DOCUMENT 

 

 

Costa Vida Management, LLC  

3451 N. Triumph Blvd., Suite 105 

Lehi, Utah  84043 

Phone: (801) 797-2374 

Fax: (801) 931-2455 

 

Email: crutter@costavida.com 

 

www.costavida.com  

 

 
As a Costa Vida franchisee, you will promote and operate a Costa Vida Fresh Mexican Grill 

restaurant, which will specialize in the retail sale of burritos, salads, enchiladas, tacos, quesadillas, 

tropical beverages, desserts, and other menu items and merchandise related to the Costa Vida 

concept, as we may periodically authorize. 

 

The initial investment necessary to begin operation of a Costa Vida franchised business ranges 

from $659,500 to $1,061,000.  This includes $270,000 to $785,000 that must be paid to the 

franchisor or its affiliates. 

 

This disclosure document summarizes certain provisions of your franchise agreement and other 

information in plain English.  Read this disclosure document and all accompanying agreements 

carefully.  You must receive this disclosure document at least 14 calendar days before you sign a 

binding agreement with, or make any payment to, franchisor or an affiliate in connection with the 

proposed franchise sale.  Note, however, that no government agency has verified the 

information contained in this document. 
 

You may wish to receive your disclosure document in another format that is more convenient to 

you.  To discuss the availability of disclosures in different formats, contact Costa Vida 
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Management, LLC, 3451 N. Triumph Blvd., Suite 105, Lehi, Utah 84043, (801) 797-2374, 

crutter@costavida.com. 

 

The terms of your contract will govern your franchise relationship.  Don’t rely on the disclosure 

document alone to understand your contract.  Read all of your contract carefully.  Show your 

contract and this disclosure document to an advisor, like a lawyer or an accountant. 

 

Buying a franchise is a complex investment.  The information in this disclosure document can help 

you make up your mind.  More information on franchising, such as “A Consumer’s Guide to 

Buying a Franchise,” which can help you understand how to use this disclosure document, is 

available from the Federal Trade Commission.  You can contact the FTC at 1-877-FTC-HELP or 

by writing to the FTC at 600 Pennsylvania Avenue, NW, Washington, DC 20580.  You can also 

visit the FTC’s home page at www.ftc.gov for additional information.  Call your state agency or 

visit your public library for other sources of information on franchising. 

 

There may be laws on franchising in your state.  Ask your state agencies about them. 

 

Issuance Date:  March 30, 2020 

http://www.ftc.gov/
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How to Use This Franchise Disclosure Document 

 

Here are some questions you may be asking about buying a franchise and tips on how to find 

more information: 

QUESTION WHERE TO FIND INFORMATION 

How much can I earn? Item 19 may give you information about 

outlet sales, costs, profits or losses.  You 

should also try to obtain this information 

from others, like current and former 

franchisees.  You can find their names and 

contact information in Item 20 or 

Exhibit B. 

How much will I need to invest? Items 5 and 6 list fees you will be paying 

to the franchisor or at the franchisor’s 

direction.  Item 7 lists the initial 

investment to open.  Item 8 described the 

suppliers you must use. 

Does the franchisor have the financial 

ability to provide support to my 

business? 

Item 21 or Exhibit F includes financial 

statements.  Review these statements 

carefully. 

Is the franchise system stable, growing, 

or shrinking? 

Item 20 summarizes the recent history of 

the number of company-owned and 

franchised outlets. 

Will my business be the only Costa Vida 

business in my area? 

Item 12 and the “territory” provisions in 

the franchise agreement describe whether 

the franchisor and other franchisees can 

compete with you. 

Does the franchisor have a troubled 

legal history? 

Items 3 and 4 tell you whether the 

franchisor or its management have been 

involved in material litigation or 

bankruptcy proceedings. 

What’s it like to be a Costa Vida 

franchisee? 

Item 20 or Exhibit B lists current and 

former franchisees.  You can contact them 

to ask about their experiences. 

What else should I know? These questions are only a few things you 

should look for.  Review all 23 Items and 

all Exhibits in this disclosure document to 
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better understand this franchise 

opportunity.  See the Table of Contents. 
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What You Need to Know About Franchising Generally 

Continuing responsibility to pay fees.  You may have to pay royalties and other fees 

even if you are losing money. 

Business model can change.  The franchise agreement may allow the franchisor to 

change its manuals and business model without your consent.  These changes may 

require you to make additional investments in your franchise business or may harm your 

franchise business. 

Supplier restrictions.  You may have to buy or lease items from the franchisor or a 

limited group of suppliers the franchisor designates.  These items may be more expensive 

than similar items you could buy on your own. 

Operating restrictions.  The franchise agreement may prohibit you from operating a 

similar business during the term of the franchise.  There are usually other restrictions.  

Some examples may include controlling your location, your access to customers, what 

you sell, how you market, and your hours of operations. 

Competition from franchisor.  Even if the franchise agreement grants you a territory, 

the franchisor may have the right to compete with you in your territory. 

Renewal.  Your franchise agreement may not permit you to renew.  Even if it does, you 

may have to sign a new agreement with different terms and conditions in order to 

continue to operate your franchise business. 

When your franchise ends.  The franchise agreement may prohibit you from operating a 

similar business after your franchise ends even if you still have obligations to your 

landlord or other creditors. 

Some States Require Registration 
 

 Your state may have a franchise law, or other law, that requires franchisors to 

register before offering or selling franchises in the state.  Registration does not mean that 

the state recommends the franchise or has verified the information in this document.  To 

find out if your state has a registration requirement, or to contact your state, use the 

agency information in Exhibit A. 

 Your state also may have laws that require special disclosures or amendments be 

made to your franchise agreement.  If so, you should check the State Specific Addenda.  

See the Table of Contents for the location of the State Specific Addenda. 



 

1630196.2 

Special Risks to Consider About This Franchise 

Certain states require that the following risk(s) be highlighted: 

1. Out-of-State Dispute Resolution.  The franchise agreement requires you 

to resolve disputes with the franchisor by mediation, arbitration and/or 

litigation only in Utah.  Out-of-state mediation, arbitration, or litigation 

may force you to accept a less favorable settlement for disputes.  It may 

also cost more to mediate, arbitrate, or litigate with the franchisor in Utah 

than in your own state. 

Certain states may require other risks to be highlighted.  Check the “State Specific 

Addenda” (if any) to see whether your state requires other risks to be highlighted. 
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NOTICE REQUIRED 

FOR PROSPECTIVE FRANCHISEES 

BY STATE OF MICHIGAN 

 

 
 The State of Michigan prohibits certain unfair provisions that are sometimes in franchise 

documents. If any of the following provisions are in these franchise documents, according to the 

Michigan Department of Attorney General, Consumer Protection Division (the “Division”), the 

provisions are void and cannot be enforced against you: 

 

(a) A prohibition on the right of a franchisee to join an association of franchisees. 

 

(b) A requirement that a franchisee assent to a release, assignment, novation, waiver, or estoppel which 

deprives a franchisee of rights and protections provided by the Michigan Franchise Investment Law. This 

shall not preclude a franchisee, after entering into a franchise agreement, from settling any and all claims. 

 

(c) A provision that permits a franchisor to terminate a franchise prior to the expiration of its term 

except for good cause. Good cause shall include the failure of the franchisee to comply with any lawful 

provision of the franchise agreement and to cure such failure after being given written notice thereof and a 

reasonable opportunity, which in no event need be more than 30 days, to cure such failure. 

 

(d) A provision that permits a franchisor to refuse to renew a franchise without fairly compensating 

the franchisee by repurchase or other means for the fair market value at the time of expiration of the 

franchisee’s inventory, supplies, equipment, fixtures, and furnishings. Personalized materials which have 

no value to the franchisor and inventory, supplies, equipment, fixtures, and furnishings not reasonably 

required in the conduct of the franchise business are not subject to compensation. This subsection applies 

only if: (i) the term of the franchise is less than 5 years and (ii) the franchisee is prohibited by the franchise 

or other agreement from continuing to conduct substantially the same business under another trademark, 

service mark, trade name, logotype, advertising, or other commercial symbol in the same area subsequent 

to the expiration of the franchise or the franchisee does not receive at least 6 months advance notice of 

franchisor’s intent not to renew the franchise. 

 

(e) A provision that permits the franchisor to refuse to renew a franchise on terms generally available 

to other franchisees of the same class or type under similar circumstances. This subsection does not require 

a renewal provision. 

 

 THE MICHIGAN NOTICE APPLIES ONLY TO FRANCHISEES WHO ARE RESIDENTS OF 

MICHIGAN OR LOCATE THEIR FRANCHISES IN MICHIGAN.  

 

(f) A provision requiring that arbitration or litigation be conducted outside the State of Michigan. This 

shall not preclude the franchisee from entering into an agreement, at the time of arbitration, to conduct 

arbitration at a location outside this state. 

 

(g) A provision which permits a franchisor to refuse to permit a transfer of ownership of a franchise, 

except for good cause. This subdivision does not prevent a franchisor from exercising a right of first refusal 

to purchase the franchise. Good cause shall include, but is not limited to: 

 

(i) The failure of the proposed transferee to meet the franchisor’s then current reasonable 

qualifications or standards. 
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(ii) The fact that the proposed transferee is a competitor of the franchisor or subfranchisor. 

 

(iii) The unwillingness of the proposed transferee to agree in writing to comply with all lawful 

obligations. 

 

(iv) The failure of the franchisee or proposed transferee to pay any sums owing to the franchisor 

or to cure any default in the franchise agreement existing at the time of the proposed transfer. 

 

(h) A provision that requires the franchisee to resell to the franchisor items that are not uniquely 

identified with the franchisor. This subdivision does not prohibit a provision that grants to a franchisor a 

right of first refusal to purchase the assets of a franchise on the same terms and conditions as a bona fide 

third party willing and able to purchase those assets, nor does this subdivision prohibit a provision that 

grants the franchisor the right to acquire the assets of a franchise for the market value or appraised value of 

such assets if the franchisee has breached the lawful provisions of the franchise agreement and has failed 

to cure the breach in the manner provided in subdivision (c) above. 

 

(i) A provision which permits the franchisor to directly or indirectly convey, assign, or otherwise 

transfer its obligations to fulfill contractual obligations to the franchisee unless provision has been made 

for providing the required contractual services. 

 

 

 The fact that there is a notice of this offering on file with the Attorney General of Michigan does 

not constitute approval, recommendation, or endorsement by the Attorney General. 

 

Any questions regarding this notice should be directed to the Michigan Department of Attorney General, 

Consumer Protection Division, Franchise Section, 525 W. Ottawa Street, Williams Building, 1st Floor, 

Lansing, MI 48933; (517) 373-7177.  

 

 THE MICHIGAN NOTICE APPLIES ONLY TO FRANCHISEES WHO ARE RESIDENTS OF 

MICHIGAN OR LOCATE THEIR FRANCHISES IN MICHIGAN. 
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ITEM 1.  THE FRANCHISOR AND ANY PARENTS, PREDECESSORS AND AFFILIATES 

Description of the Franchisor and its Predecessors and Affiliates. 

To simplify the language in this Disclosure Document, “Costa Vida,” “CVM,” “we,” “us” and similar words, 

refer to the franchisor, Costa Vida Management, LLC, a Utah limited liability company (“Franchisor”).  “You,” 

and similar words, means the person or persons, including a corporate or other legal entity, individually and 

collectively, buying a franchise from us; and “your Restaurant” means the Costa Vida Restaurant that you will operate 

if we enter into a Costa Vida Franchise Agreement with you.  We have also attached as Exhibit H a list of additional 

defined terms used in this Disclosure Document.  If a capitalized term is not defined in the body of this Disclosure 

Document, please refer to Exhibit H for the definition. 

Franchisor 

 Costa Vida is a Utah limited liability company that was formed on September 28, 2009.  Costa Vida does 

business under the names “Costa Vida,” “CVM” and “Costa Vida Management.” We previously did business under 

the name of “Costa Vida Management, Inc.”  The assets of Costa Vida Management, Inc. and Costa Vida Holdings, 

LLC were transferred to Costa Vida on November 13, 2009 under an Asset Purchase Agreement dated November 

13, 2009.  On March 12, 2012, Costa Vida amended its Articles of Organization to change its name from CVM, LLC 

to Costa Vida Management, LLC.  Our principal business address is 3451 N. Triumph Blvd., Suite 105, Lehi, Utah  

84043.  Our agents for service of process in the states where we do business or plan on doing business are listed on 

Exhibit A to this Disclosure Document. A non-controlling minority interest in CVM is held by CV Stores, LLC, a 

Utah limited liability company, located at 551 E. State Road, American Fork (“CV Stores”).  

Parent, Predecessor and Affiliates 

 Our Parent, CV Holdings, LC, is a Utah limited liability company that was formed on March 31, 2008 (“CV 

Holdings”).  Its principal business address is 3451 N. Triumph Blvd., Suite 105, Lehi, Utah 84043.  CV Holdings 

does not offer and has never offered franchises in any line of business and does not provide products or services to 

our franchisees.  CV Holdings, through its subsidiaries, owns and operates several Costa Vida franchises.  

 Costa Vida has no other affiliates. 

Franchisor’s Business 

Costa Vida is in the business of granting licenses and franchises for the operation of Costa Vida Restaurants 

under the “Costa Vida” name and Marks.  Please see Exhibit C for a copy of the current form of the Costa Vida 

Franchise Agreement (and its related appendices) that Costa Vida uses to offer, award and service Costa Vida’s 

Franchises. 

Costa Vida, through its predecessor, has been in the business of the type to be operated by you since June 

2004.  We, also through our predecessor, began offering franchises for this business in June 2004.  From June 2005 

to November 2009, Costa Vida Management was in the business of granting licenses and franchises for the operation 

of Costa Vida Restaurants under the Costa Vida names and Marks.   

CV Holdings is an asset management and holding company that also owns and operates several subsidiary 

entities that operate Costa Vida franchises. 

Costa Vida and our current and future Affiliates may develop additional Costa Vida Restaurants, all of which 

may compete with you. 

These are the only franchised businesses that have been offered by us and our Affiliates.   
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Since approximately September 2005, we have also been engaged in providing training for employees of, 

and management and supervision services for, Costa Vida Restaurants owned and operated by our Affiliates, and we 

may continue to provide similar services for our franchisees and for our Affiliates that own Costa Vida Restaurants.   

We, or one of our Affiliates, may establish a new business or franchise system or acquire an existing business 

or franchise system (which may be one of our or your competitors) operating under trademarks, service marks and 

trade names other than the Marks.  Additionally, we or one of our Affiliates, may sell any products or services under 

any tradenames, trademarks, service marks or trade dress, including the Marks directly or by certain means and 

through other channels of distribution (including wholesale distribution of food products, apparel, gift certificates 

and other items using the Marks to restaurants, supermarkets, grocery stores, Internet, catalogs, catering and other 

outlets), and may also grant other licenses or franchises for the sale of various products under the Marks.  The new 

or existing sales activities, licenses, businesses or franchise systems may compete with you. 

We or one of our Affiliates may enter into co-branding arrangements with other restaurant or fast-food 

companies.  In these cases, we or our Affiliates may allow you to offer co-branded products from your Restaurant, 

depending on factors such as the terms of the co-branding arrangement, the terms of your Costa Vida Franchise 

Agreement, applicable geographic restrictions and our Affiliates’ other rights and obligations.  These activities may 

compete with you. 

Description of the Franchises Offered 

 We offer franchises for Costa Vida Restaurants in accordance with the terms of our Costa Vida Franchise 

Agreement (the “Costa Vida Franchise Agreement” or “Franchise Agreement”).  A copy of the most recent Costa 

Vida Franchise Agreement is attached to this Disclosure Document as Exhibit C.  If you enter into a Costa Vida 

Franchise Agreement, you will be trained and authorized to operate a Costa Vida fast-casual restaurant using the 

Marks according to our System Standards, featuring Mexican fare with a custom-made and prepared-to-order food 

service counter.  You will operate your Restaurant at, and only at, a location approved by us, and you will not receive 

any guaranteed territory outside of the standard, pre-defined Protected Area, or any exclusive rights for operation of 

a Costa Vida Restaurant at any other location or within any other territory. 

Our preferred method of offering franchises is by means of an area development agreement, through which 

we allow qualified persons or entities the right to develop one or more Costa Vida Fresh Mexican Grill Restaurants 

within a specific geographic area (the “Development Area”) under our standard area development agreement (the 

“Area Development Agreement” or “ADA”).  A copy of the ADA is attached hereto as Exhibit D.  

In addition, you must also enter into a separate then-current form of the Franchise Agreement for each 

Restaurant you open under the terms and conditions of an area development schedule (the “Development Schedule,” 

attached to the Area Development Agreement). The Restaurants built at the sites pursuant to an ADA must follow 

the standards and schedule defined by the Franchise Agreement. Before you will have the right to sign the Franchise 

Agreement for the Restaurant, you must meet all of our requirements for new franchises which include personal 

financial and business criteria.  

The Franchise 

A Costa Vida franchisee will specialize in the retail sale of burritos, salads, enchiladas, tacos, quesadillas, 

tropical beverages, desserts and other menu items and merchandise related to the Costa Vida concept and according 

to our proprietary systems and operation, as we may periodically authorize (the “System” or the “Costa Vida 

System”).  The Costa Vida Restaurants normally will provide take-out service and dine-in seating, emphasizing a 

coastal ambience, and a dining experience that is superior to that offered by traditional fast food.  You must offer for 

sale all products and services Costa Vida designates, and no others, unless you obtain our prior written approval not 

to carry certain items or provide certain services (see, Item 8 below). 
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 If you do business as an Entity, each of your Owners must sign a Guaranty in the form found in Exhibit C to 

the Franchise Agreement, guaranteeing your obligations under the Franchise Agreement and in the form found in 

Exhibit C to the Area Development Agreement, guaranteeing your obligations under the Area Development 

Agreement. 

Occasionally, we may sell and franchise one or more of our Affiliate-owned Costa Vida Restaurants.  In 

these transactions, we negotiate with the prospective franchisee to reach mutually acceptable terms of a sale 

agreement and any lease or sublease of the real estate.  If you purchase an Affiliate-owned Costa Vida Restaurant 

you must sign a Franchise Agreement and, possibly, also an Area Development Agreement for the further 

development of Costa Vida Restaurants in the geographic area where the purchased Costa Vida Restaurant(s) is 

located.  Depending on the circumstances, the financial and other terms may vary from the standard terms of our 

Franchise Agreement and ADA. 

We also may enter into minority-interest ownership arrangements or other arrangements with existing 

franchisees or others to develop and/or operate Costa Vida Restaurants.  The parties will negotiate the terms of these 

arrangements.  Depending on the precise terms of such arrangements, a Costa Vida restaurant may be considered to 

be either Affiliate-owned or a franchised Costa Vida Restaurant for purposes of this Disclosure Document.  In Item 

20 below, we indicate, by way of a footnote, any Costa Vida Restaurant that is operated under these types of 

arrangements. 

We also may offer franchises or other arrangements for Costa Vida Restaurants to be located at non-

traditional locations, such as transportation facilities (e.g., airports, inter-metropolitan train and/or bus stations, 

turnpikes, or other limited access highway rest stops); colleges and universities; sports arenas and entertainment 

facilities; and retail outlets, grocery stores and supermarkets, as well as, mobile Costa Vida Restaurants that would 

be located in a motor vehicle such as a truck, van or similar motorized vehicle.  The terms and conditions of a franchise 

or other arrangements for a non-traditional location may vary considerably from the standard terms of our Franchise 

Agreement and ADA. 

We also may offer franchises for Costa Vida Restaurants in foreign countries.  In most instances, we 

anticipate that master franchise relationships will be established and that the financial terms and the nature and scope 

of such master franchise relationship will be negotiated.  This Disclosure Document does not describe the terms of 

any international master franchise relationship or any other international relationship, but we may deliver this 

Disclosure Document in connection with these transactions for general informational purposes. 

The Market 

 The products and services offered by a Costa Vida Restaurant are intended primarily for personal 

consumption by the general consumer public and are principally targeted at people who enjoy eating fresh Mexican 

food at a higher quality level yet at a similar convenience level to traditional fast food.  Costa Vida has geared its 

products to appeal to customers who enjoy high-quality Mexican fare served in a fun, coastal atmosphere. 

 Your Restaurant will offer a variety of Costa Vida Products and other menu items to the general public, and 

you will have to compete with other fast-food restaurants, full-service restaurants, grocery stores, retail and apparel 

outlets, Internet, catalogs, and other outlets, including other Costa Vida Restaurants operated by us, our franchisees 

and Affiliates.  Some of these competitors may be more established or more widely known than Costa Vida.  

 The restaurant industry is well developed and highly competitive.  It can be affected significantly by many 

factors, including local, regional, or national economic conditions, changes in consumer tastes, consumer concerns 

about the nutritional quality of quick-service food, dietary trends, and increases in the number of, and particular 

locations of, competing restaurants and Costa Vida Restaurants.  Various factors can adversely affect the restaurant 

industry, including weather conditions; inflation; increases in ingredient input, food, labor, and energy costs; the 
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availability and cost of suitable real estate sites; fluctuating interest and insurance rates; state and local regulations 

and licensing requirements; the availability of ingredients, food items, real estate properties and an adequate number 

of hourly-paid employees; local and/or national disaster; terrorism; pandemic and other factors that may affect 

restaurants or retailers in general.  In addition, other restaurant chains with greater financial resources have similar 

concepts.  Major chains, which also have substantially greater financial resources and longer operating histories, 

dominate the general restaurant and fresh-Mexican restaurant industries.  You must compete for potential customers 

for your Restaurant.  In addition, you will have to compete with other restaurants and businesses for a suitable 

location, managers, and employees. 

You should consider that certain aspects of any restaurant business are regulated by federal, state, and local 

laws, rules, and ordinances in addition to the laws, regulations, and ordinances applicable to businesses generally, 

such as the Americans with Disabilities Act, Federal Wage and Hourly Laws, and the Occupational Safety and Health 

Act.  The Environmental Protection Agency, the U.S. Food and Drug Administration, the U.S. Department of 

Agriculture, as well as state and local environmental and health departments and other agencies have laws and 

regulations concerning the preparation of food and sanitary conditions of restaurant facilities.  State and local agencies 

routinely conduct inspections for compliance with these requirements.  Under the Clean Air Act and state 

implementing laws, certain state and local areas are required to attain, by the applicable statutory guidelines, the 

national quality standards for ozone, carbon monoxide and particulate matter. Certain provisions of these laws impose 

limits on emissions resulting from commercial food preparation. In addition, some states may require you to obtain 

restaurant, business, occupational, food products, and miscellaneous licenses.  Some states also have laws regarding 

who may secure these licenses.  You may also have to obtain health licenses and comply with health laws and 

regulations that apply to restaurant and food product sales establishments.  We urge you to make inquiries about these 

laws and regulations. 

ITEM 2.  BUSINESS EXPERIENCE 

Chairman of the Board of Managers:  Sean Collins 

 Mr. Collins was the Chief Executive Officer of CV Holdings, LC, which is the manager of Costa Vida, since 

November 2009, through June 2017. CV Holdings and its predecessors, through subsidiary entities, at various times 

have been a franchisee of Costa Vida at various locations in Utah, Colorado, Washington, Montana and Alberta, 

Canada beginning in 2004.  As of June 2017, Mr. Collins is on a three-year leave of absence in order to serve in a 

church responsibility. Upon his return in June 2020, Mr. Collins and the Company plan for him to resume his serve 

as co-President and co-CEO with David Rutter (see below), who currently serves as CEO and President of Costa 

Vida. Mr. Collins will remain as Chairman of the Board of Managers during his leave of absence. 

President and Chief Executive Officer:  Dave Rutter 

 Mr. Rutter has been the President of CV Holdings since November 2009, and Chief Executive Officer since 

June 2017. CV Holdings and its predecessors, through subsidiary entities, at various times have been a franchisee of 

Costa Vida at various locations in Utah, Colorado, Washington, Montana, and Alberta, Canada beginning in 2004. 

Chief Financial Officer: Brian Cropper 

 Mr. Cropper has been Costa Vida’s Chief Financial Officer since April 2017.  From August 2016 to April 

2017, he was self-employed.  From January 2014 to August 2016, Mr. Cropper was the Chief Financial Officer for 

Agilix Labs, Inc., a technology firm specializing in learning management systems..  From October 2007 to January 

2014, Mr. Cropper was the Chief Financial Officer for Experticity, Inc., a technology firm specializing in customer 

voice and expertise development. 
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Chief Operating Officer:  Romney Stewart 

 Mr. Stewart became the Chief Operating Officer of Costa Vida in February 2020.  From August 2012 to 

December 2016, he was the Director of International Operations Technology for Domino’s Pizza at the company’s 

World Resource Center in Ann Arbor, Michigan where he worked closely with Domino’s international master 

franchisees in 92 countries world-wide, representing 10,000+ stores.  From January 2017 to February 2020, he was 

the Director of Global Operations Technology & Franchise Services for Domino’s Pizza where he continued to work 

with both the international master franchisee community as well as with Domino’s 700+ domestic franchisees 

representing 6,000+ stores and the brand’s several hundred corporate stores in the United States. 

 

Executive Chef and Senior Director:  Geoff Alter 

 Mr. Alter has been Costa Vida’s Executive Chef since November 2012, and Senior Director since October 

2019.  From January 2004 to October 2012 he worked for Sysco as a regional sales manager and a district sales 

manager in Salt Lake City, Utah.    

Senior Director of Operations: Kip Prestwich 

 Mr. Prestwich began working in the kitchen for a Costa Vida franchise partner in 2003. He was quickly 

promoted by the franchise partner to the position of General Manager. As a General Manager from 2003-2005, he 

opened three more franchised locations. In 2009, he was hired by Costa Vida as a District Manager. He again was 

promoted in 2011 to the position of Franchise Business Consultant. He has been Director of Operations since 2012, 

and became Senior Director of Operations in October 2019. 

Director of Training: Marc Beynon 

 Mr. Beynon started with Costa Vida in June 2005. He has served as a General Manager until becoming 

Franchise Business Consultant in January 2012. He has served as the Director of Training since January 2017. Over 

his tenure with Costa Vida he has helped open 28 locations and has directly worked with over 18 franchise partners. 

Senior Director of Sales and Partner Development: Caleb Rutter 

 Mr. Rutter has been the Director of Sales at Costa Vida since March 2018, and became Senior Director of 

Sales and Partner Development in October 2019. Prior to coming to Costa Vida, he was an account executive from 

November 2017 to March 2018 for Weave in Lehi, Utah. From March 2017 to November 2017, he was an account 

executive and director of sales and customer success at Sahara Development in Provo, Utah. From June 2014 to 

March 2017, he was a sales representative at Career Step in Lehi, Utah. And from June 2012 to June 2014, he was a 

sales representative, sales trainer, and sales manager for Vivint in Provo, Utah. 

Director of Construction: Rick Bennion 

 Mr. Bennion has been Costa Vida’s Director of Design and Construction since December 2019. From July 

2015 to December 2019 he was the Director of Construction for BCI National, a national general contractor. He has 

directed over 325 retail projects successfully for national retail clients such as T-Mobile, AT&T, Verizon, FedEx, 

Hanger Clinics, 7-Eleven & KFC, prior to coming to Costa Vida. In 2017-2018, his team completed 150+ retail 

locations in under 8 months for a single major wireless dealer, and opened 23 in a single day on two separate 

occasions. 

Director of Information Technology: Dave Conger 
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 Mr. Conger has been Costa Vida’s Director of Information Technology since February 2016. From October 

2007 to February 2016, he was the Director of Information Technology for Neumont College, a computer science 

and technology institute located in Salt Lake City, Utah. 

Director of Strategic Initiatives: Kenny Prestwich  

 Mr. Prestwich has been the Director of Strategic Initiatives for Costa Vida since March 2018. He founded 

Costa Vida Fresh Mexican Grill in 2003 and served as its president from 2003 to 2008. He has served on Costa Vida’s 

Board of Directors since its founding. From 2008 to 2014, Mr. Prestwich consulted with 3 startups in the 

pharmaceutical, medical and aesthetic field. He worked with a franchisee group, HB Boys, as their Managing Director 

overseeing their Costa Vida operations from 2015 until accepting an invitation to return to Costa Vida in March 2018.  

Senior Director of Guest Experience and Real Estate Development: Bryant Bishop 

 Mr. Bishop has been the Senior Director of Guest Experience and Real Estate for Costa Vida since October 

2019. Prior to that, he was Director of Process Integration beginning in January 2019. He has more than 15 years of 

experience in business operations, innovation, land development, and strategic business planning. He previously 

worked as chief product officer for The Void, from August 2014 through February 2018. And prior to that he worked 

in operations at KPB Equities. 

ITEM 3.  LITIGATION 

No litigation is required to be disclosed in this Item. 

ITEM 4.  BANKRUPTCY 

No bankruptcy information is required to be disclosed in this Item. 

ITEM 5.  INITIAL FEES 

Initial Franchise Agreement 

You must pay an initial franchise fee (the “Franchise Fee”) of thirty thousand dollars ($30,000), which is 

due and payable when you sign a Franchise Agreement for your Restaurant.  The Franchise Fee represents payment 

to us for the right to use the Costa Vida Marks, recipes and the Costa Vida System in the development and operation 

of your Restaurant.  The Franchise Fee also covers the cost of certain services that we and our Affiliates may provide 

to you before your Restaurant opens, such as prototypical plans, marketing materials and training.  The Franchise Fee 

is fully earned upon payment and is non-refundable,.  You must pay the Franchise Fee in a lump sum upon your 

signing of the Franchise Agreement.  If you purchase a Costa Vida Restaurant and Franchise Agreement from another 

franchisee, you or the selling party must pay to us prior to the effective date of the transfer our then-current transfer 

fee, which at the time of this Disclosure Document is $10,000. 

After a Franchise Agreement has been signed, the Franchise Fee is not refundable in whole or in part.  The 

thirty thousand dollar ($30,000) Franchise Fee is uniform to all franchisees currently purchasing a franchise. 

At Costa Vida, we take training and your role in the training process very seriously.  We do not offer refunds 

of the Franchise Fee under any circumstances.   
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Area Development Agreement 

Although our franchises are site-specific and we do not automatically or by default grant territories for 

development, we may in some instances enter into an Area Development Agreement with a qualified franchisee who 

wishes to develop multiple restaurants within a certain length of time after signing a Franchise Agreement.  

 Under the Area Development Agreement you must pay, when you sign the ADA, a development fee of fifteen 

thousand dollars ($15,000) (the “Development Fee”) for each Costa Vida Restaurant to be opened under the 

Development Schedule.  The number of Costa Vida Restaurants that you may develop under a particular ADA is 

determined by mutual agreement.  The number of Costa Vida Restaurants will vary depending upon a variety of 

factors, including:  (1) existing population and anticipated population growth within the Development Area; (2) 

competition within the Development Area; (3) the availability of acceptable locations; (4) the number of Costa Vida 

Restaurants we estimate can be developed within the Development Area; and (5) the number of then-operating Costa 

Vida restaurants within the Development Area.   

 The ADA and the Franchise Agreement are signed simultaneously, and you must pay the Development Fee 

and the Franchise Fee at that time.  You will pay the then-current Franchise Fee for each of your subsequent 

Restaurants at the time you sign the then-current form of the Franchise Agreement for those Restaurants.   

 The Franchise Fee associated with each Costa Vida Restaurant you are required to develop under an ADA is 

based on the Franchise Fee described in the then-current Franchise Disclosure Document.  We will apply fifteen 

thousand dollars ($15,000) of the previously paid Development Fee under the ADA against the Franchise Fee payable 

under each subsequent Franchise Agreement entered into under the terms of the ADA.  However, no portion of the 

Development Fee is refundable under any circumstances.  

Other Initial Fees 

Before opening your Restaurant, you must purchase certain products from us or our Affiliates, including 

initial inventories of mandatory branded clothing, uniforms, marketing materials and similar items.  We estimate that 

these initial fees will range from $34,000 to $51,000.  As more fully described in Item 7 below, you must also order 

and purchase or lease all required equipment, furnishings, fixtures and signs for your Restaurant.  Once you have 

executed the lease for your site, we will work with you to secure from our approved vendors, the required equipment, 

furnishings, fixtures and signs for your Restaurant.  You must make payment, including setting up any escrow or 

other account that may be required by third-party vendors from which vendors are to be paid, within 30 days of 

receiving bids from the various approved vendors, in the total amount necessary for the required equipment, 

furnishings, fixtures and signs.  We estimate that the total cost of this will range from $659,500 to $1,061,000 if we 

provide you with all of the décor and furniture, as well as the initial inventories of mandatory branded clothing, 

uniforms, marketing materials and similar items you need to open your Restaurant.  You must also pay all costs 

related to travel and accommodations for the mandatory introductory training for your Owners, Operating Partner, 

General Manager and Preparation Cook.  The cost of the actual training is included in the Franchise Fee.   

 As further described in Item 7 below, you will prepare and furnish to us an opening advertising and 

promotional plan and budget for the Restaurant which will contain a plan and budget for publicity, advertising, 

promotion, staffing, decoration and operation during the Opening Period (“Grand Opening Plan”).  You must submit 

a Grand Opening Plan (including the budget) to us for approval at least 60 days before your Restaurant’s targeted 

opening date.  You must use the types of advertising media specified in the Grand Opening Plan and the Operations 

Manual.  You must spend not less than Ten Thousand Dollars ($10,000) for advertising and promotion of the opening 

of the Restaurant (the “Grand Opening Expenses”).  Those expenses will be for materials and marketing services 

expenses—such as media costs—and will not include staffing, discount or food costs.  You must submit proof of 

then-current advertising and marketing expenditures to us 10 days before the opening of your restaurant and again 60 

days after opening.  Your Grand Opening Plan must be implemented 30 days before your Restaurant’s targeted 
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opening date and for 60 days following the commencement of the Restaurant’s operation.  In our sole and absolute 

discretion, we may require that you pay to us or to an account designated by us the amount of $10,000 any time after 

ninety (90) days prior to your scheduled opening date for the purpose of ensuring and verifying the implementation 

of the Grand Opening Plan and the proper use and payment of the Grand Opening Expenses in accordance with our 

then-current policies and procedures. 

[The remainder of this page is intentionally left blank.]  
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ITEM 6.  OTHER FEES 

Type of Fee Amount Due Date Remarks 

(See Note 1) 

Royalty Fees 6% of monthly Net Sales 

(Note 2) 
Payable weekly “Net Sales” is defined in Note 2 below; 

Payment made by automatic withdrawal 

monthly (or as otherwise designated by 

us, but not more frequently than weekly) 

See Note 3 below. 
National Marketing 

Fund (“NMF”) 

Up to 2% of Net Sales NMF (if collected 

by us) payable same 

as Royalty Fees 

“Net Sales” is defined in Note 2 below; 

Payment made by automatic withdrawal 

monthly (or as otherwise designated by 

us, but not more frequently than weekly) 

See Note 3 and Note 4 below. 

Local Marketing 

Funds (“LMF”) 

2% of Net Sales to be spent 

by franchisee on local 

advertising and promotion 

LMF (if collected 

by us) payable same 

as Royalty Fees 

See Note 3 and Note 4 below. 

Marketing 

Administration Fee 

(“MAF”) 

0.5% of Net Sales MAF payable same 

as Royalty Fees 

See Note 3 and Note 4 below. 

Proprietary 

Ingredients 

Price is established 

periodically by designated 

and approved suppliers for 

each type of Proprietary 

Ingredient 

As ordered See Note 5 below. 

 

Licensed  

Ingredients 

Price is established 

periodically by designated 

and approved suppliers for 

each type of Licensed 

Ingredient 

As ordered See Note 5 below. 

Other food products 

and supplies 

Varies As ordered You may purchase other food products, 

paper supplies, and promotional material 

from approved suppliers and/or in 

accordance with our standards and 

specifications.  (See Item 8 below). 

 

 

Quality control 

programs 

Varies Ongoing Must contribute pro-rata share of costs of 

any program implemented, such as 

interactive voice response, Internet 

surveys, customer satisfaction 

measurement, “customer intercept,” 

mystery shopping or other programs we 

may implement.  See Note 6 below. 

Late payments $100 per delinquent payment Immediately See Note 7 below. 

Late reporting fee Varies; as of the date hereof, 

$25 per report per day, but 

When the report 

becomes delinquent 

See Note 7 below. 
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Type of Fee Amount Due Date Remarks 

(See Note 1) 

subject to change at our 

discretion 

Interest expenses Will vary under 

circumstances 

Immediately See Note 8 below. 

Fee for insufficient 

funds in bank 

account 

Reimburse bank charges plus 

pay $25 administration fee 

Within 14 days’ 

notice from us of 

the insufficient 

funds 

Applies to any insufficient fund payment 

made by electronic transfers or checks to 

us or our Affiliates. 

Alternative supplier 

evaluation & 

approval fee 

Our reasonable costs and 

expenses, which currently are 

expected to range between 

$2,500 and $7,500, although 

cost could greatly exceed 

those amounts depending on 

the product and the proposed 

alternative supplier. 

Upon receipt of our 

bill 

We may impose reasonable inspections 

and supervision fees to cover our costs in 

evaluating and maintaining alternative 

brands or suppliers you propose in 

accordance with the Franchise Agreement. 

Audit Cost of audit plus interest at 

1.5% per month or the highest 

legal rate on any 

underpayment. 

15 days after receipt 

of audit or 

inspection report 

See Note 9 below. 

Site selection costs 

 

  

Our reasonable expenses, 

which are expected to range 

between $500 and $2,000. 

 

 

 

 

 

As incurred 

 

 

 

 

 

 

 

Must reimburse us for our reasonable 

expenses, including the costs of travel, 

meals, and lodging incurred in site 

evaluation for each visit after the initial 

visit.  The expenses associated with site 

evaluation will not be refundable and will 

vary depending on various factors.  See 

Note 10 below. 

Lease review fee Varies As incurred (if 

collected by us) 

We may impose this fee for payment in an 

amount equal to the market rate for 

similar services. 

Information 

Systems 

Administration Fee 

(“ISAF”) 

 

Up to 0.25% of Net Sales ISAF (if collected 

by us), payable 

same as Royalty 

Fees 

“Net Sales” is defined in Note 2 below; 

Payment made by automatic withdrawal 

monthly (or as otherwise designated by 

us, but not more frequently than weekly) 

See Note 3 below. 

Travel and 

accommodation 

expenses and 

training materials 

fee for the 

mandatory 

introductory training 

Will vary As incurred The cost for the mandatory introductory 

training is included in the Franchise Fee, 

but Franchisee must pay the attendant 

expenses.  See Note 11 below. 

Additional training 

or assistance and 

refresher training 

Will vary under 

circumstances 

As incurred See Note 11 below. 

Interim management 

fees 

10% of Net Sales As incurred, at the 

end of each 

management period 

month. 

See Note 12 below. 

Insurance Amounts imposed by 

insurance companies 

As incurred See Note 13 below. 
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Type of Fee Amount Due Date Remarks 

(See Note 1) 

Maintenance costs Will vary under 

circumstances 

As incurred See Note 14 below. 

Attorneys’ fees and 

other costs 

Will vary under 

circumstances 

As incurred See Note 15 below. 

Indemnification Will vary under 

circumstances 

As incurred See Note 16 below. 

Transfer Fee Greater of $10,000 per 

restaurant transferred or the 

transfer fee stated in our then-

current Franchise Agreement. 

This is in addition to any 

other agreements with us or 

our Affiliates and payment of 

all of our costs associated 

with the transfer. 

Upon sale or 

transfer 

Except in the case of a transfer to a 

corporation formed solely for the 

convenience of ownership, you must pay 

us a transfer fee. 

Renewal Fee Greater of $7,500 or then-

current Franchise Fee less the 

amount paid to us as an initial 

Franchise Fee 

30 days before 

expiration of the 

original franchise 

term, concurrent 

with the signing of 

a new Franchise  

Agreement 

Renewal Fee is for an additional franchise 

term at the same site under a new 

Franchise Agreement.  See Note 17 

below. 

Relocation Fee $5,000 or more Payable before 

relocation 

See Note 18 below. 

Standard POS 

hardware, software, 

support, and system 

training 

Will vary under 

circumstances 

As incurred See Note 3 and Item 7 below. 

Operations Manuals 

duplicate 

$300 Upon receipt of 

duplicate copy 

See Note 19 below. 

Digital menu system 

 

$75 Monthly A digital menu system is being 

implemented for all Costa Vida locations 

Music subscription  $39 Monthly Customized Costa Vida music to be 

played in all Restaurants 

Centralized data 

system 

$50 - $150 Monthly  

 

Explanatory Notes: 

You must pay these fees to us except as explained below.  If we do not actually receive your payments on 

the due date, they will be deemed delinquent.  During the course of developing and operating your Restaurant, you 

also must purchase various items from designated and approved suppliers or in accordance with our standards and 

specifications.  See Item 8 below for an explanation of these requirements. 

Specific Notes: 

Note 1. Except as noted, all fees listed in the above table are payable to Costa Vida and are non-

refundable.  Costs of products and supplies are subject to change periodically, except as otherwise provided in the 

Franchise Agreement. 
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Note 2. “Net Sales” means all revenues received or receivable by you as payment, whether in cash, credit, 

or other means of electronic payment or exchange, for sales of Costa Vida Products and any other items, goods and 

services made and offered in the operation of your Costa Vida Restaurant(s), whether or not these items are approved 

for sale from the Restaurant, including sales made at or away from your Restaurant.  Net Sales excludes (i) all 

federal, state or municipal sales, use, or service taxes collected from customers and paid to the appropriate taxing 

authority, and (ii) declared tips, gratuities or service charges paid directly by customers to your employees or paid 

to you and promptly turned over to your employees in lieu of direct tips or gratuities.  For items sold pursuant to 

coupons or other discounts (which must be approved by us), Net Sales also excludes the amount discounted from the 

purchase price of such item(s) and from sales of pre-paid gift cards or certificates, but franchisees must pay royalties 

on revenues received on redemption of gift cards or certificates at their Restaurants. 

Note 3. You must pay all Royalty Fees, advertising fees, information system fees and other amounts owed 

to us or our Affiliates by pre-authorized electronic bank transfer from your general account.  You must sign and 

complete the form Authorization Agreement attached to the Franchise Agreement as Exhibit G or any other 

documentation we require to permit the electronic transfer. The pre-authorized electronic bank transfer requirements 

are further described in Section 6 of the Franchise Agreement and Exhibit G to the Franchise Agreement.  These fees 

are currently payable weekly on or before the close of business on Wednesday of each week for the preceding week.  

We expressly reserve the right in the Franchise Agreement to change the payment frequency and due dates of these 

fees, provided that they will not be payable more often than weekly. 

Note 4. These items include amounts paid to us or into a fund for marketing purposes and amounts 

generally expended by you for marketing and advertising each of your Costa Vida Restaurants.  As of the effective 

date of this Disclosure Document, no amounts have been collected for the NMF, but we expressly reserve the right 

to collect them at any time.  A Marketing Administration Fee of 0.5% of weekly Net Sales is collected from each 

franchisee along with the Royalty Fees.  Additionally, each franchisee is required to spend for local advertising and 

promotion of its Restaurant those amounts we periodically establish, but no less than two percent (2%) of Net Sales 

during any period consisting of four consecutive fiscal quarters, with marketing material that must be pre-approved 

by Costa Vida Management.  You may, at our determination, be required to participate in a Designated Market Area 

(“DMA”)  Marketing Cooperative.  Decisions of DMA Marketing Cooperatives are made by majority vote based on 

one vote per Costa Vida Restaurant within the applicable area.  Accordingly, we may control the DMA Marketing 

Cooperative in certain areas where Affiliate-owned Restaurants constitute the majority.  Funds for a DMA Marketing 

Cooperative are collected from each restaurant in the DMA and spent at the direction of the cooperative membership.  

If we provide you or your DMA Marketing Cooperative 30 days’ notice of a special promotion, you must participate 

and also pay any special promotion advertising fees we assess.  These fees will be in addition to your local spending 

requirements.  We may increase the NMF, LMF, or MAF contributions above two percent (2%) (NMF and LMF) and 

one-half percent (0.5%) (MAF) of Net Sales with an affirmative vote by 51% of the then-existing Costa Vida 

Restaurants.  

Note 5. You must purchase Proprietary and Licensed Ingredients from Designated and Approved 

Suppliers (See Item 8).  We may cause the Designated Suppliers and Approved Suppliers to sell you reasonable 

quantities of spices and other products.  All other Proprietary Ingredients are sold at prices and on shipping terms 

established periodically by the supplier thereof. 

Note 6. We may publish or disclose to other franchisees any information that is collected, produced, or 

maintained under any “quality control” programs in any manner or format that we deem appropriate.  We also 

reserve the right to publish or disclose to third parties in an aggregate anonymous format any information that we 

collect, produce, or maintain in connection with such “quality control” programs. 

Note 7. You must pay us all fees and other amounts under the Franchise Agreement when due.  If you fail 

to do so, we have the right to charge a $100 late fee per delinquent payment, and at our request you must pay it by 
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way of direct debit as described in Note 3 above.  Further, you must submit all mandatory reports to us when due, as 

required by the Franchise Agreement.  If you fail to do so, we have the right to charge a $25 late fee per late report 

and an additional $25 late fee for each day that the report continues to be delinquent, payable by direct debit at our 

request. 

Note 8. You must pay all business debts, financial obligations, liens and taxes promptly when due.  If you 

fail to do so, we have the right, at our option, to pay the same and then be entitled to immediate reimbursement from 

you.  Unpaid debts owed to us bear interest from the due date until paid at the lesser of one and one-half percent 

(1.5%) per month or the maximum contract rate permitted by the law of the state in which your Restaurant is located. 

Note 9. You must pay the costs of the audit or inspection only if you fail to furnish us with the records and 

reports that we request as part of the audit, or if the audit results show an understatement of Net Sales of more than 

two percent (2%) or if the need for an audit was a result of your default under the Franchise Agreement in failing to 

provide records and reports in a timely manner. 

Note 10. You must obtain our approval for your location.  We reserve the right to charge a fee for our site 

selection review and approval in the range stated.  After our approval, we or our designated supplier must review 

the lease for the location and certify it as meeting our minimum qualifications.  

Note 11. No one may attend training before signing the Franchise Agreement.  We provide mandatory 

introductory training for the Owners, Operating Partner, General Manager, and Preparation Cook as part of the 

Franchise Fee described above, at our training facility or Affiliate-owned Restaurant in Utah, or at another facility 

that we designate.  We have the right to charge a tuition or training fee for each additional Owner or Operating 

Partner, General Manager, or Preparation Cook that attends this introductory training program initially or in the 

future.  Also, the initial General Manager and Preparation Cook must complete a rigorous corporate training at our 

training facility, an Affiliate-owned Restaurant or another facility that we designate. You will be responsible for all 

compensation of your employees and expenses (including training materials, travel, meals, and lodging) incurred in 

connection with any training, including the mandatory introductory training.  Neither you nor your employees will 

receive any compensation from us for services performed during training.   

Additional franchise Owners, General Managers and Preparation Cooks or Investors wishing to attend this 

rigorous training program will pay $2,500 per person per month.  Each General Manager and Preparation Cook 

must pass a Costa Vida certification test at the end of the two-month training period.  You must pay for all travel and 

living expenses for your trainees during these training programs.   

We have the right to require you and/or previously trained and experienced General Managers, Preparation 

Cooks and employees to attend periodic refresher courses at the times and locations we designate.  We reserve the 

right to charge for the actual training, and you must pay for all compensation, travel and living expenses for your 

trainees during these refresher training programs. 

Note 12. If we elect to manage your Restaurant before purchasing it, as permitted by Section 15 of the 

Franchise Agreement, or we assume management of your Restaurant in the case of your voluntary abandonment, as 

permitted by Section 14 of the Franchise Agreement, we have the right to charge a management fee of 10% of the 

Net Sales of your Restaurant during the period of management. 

Note 13. If you fail to maintain in effect any insurance required by us or to furnish to us satisfactory evidence 

of this coverage, we have the right to obtain insurance coverage for you on your behalf.  You must then immediately 

reimburse us for our costs and the cost of the insurance, and sign any related documentation required by us. 
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Note 14. If you fail or refuse to maintain the Costa Vida Restaurant as required, we have the right to do so 

on your behalf and at your expense.  You must then immediately reimburse us for our costs and the cost of the 

maintenance, and you must facilitate any repair work required by us and carried out by us or a third party. 

Note 15. If we or our Affiliates prevail in any proceeding or litigation against you, you must pay the costs 

and attorneys’ fees incurred. 

Note 16. You and each of your Owners also have certain indemnification obligations to us and our Affiliates, 

as referenced in Item 9 below.  You must reimburse us if we incur any expense, including attorneys’ fees and other 

costs, or are held liable for claims arising out of your franchise operations. 

Note 17. Renewal Fee: We retain the right to charge you a fee for any renewal of your Franchise Agreement 

at the end of its initial term. Such Renewal Fee is equal to the greater of the then-current Franchise Fee being charged 

by us, less the amount you paid to us as an initial fee when you purchased your franchise, or $7,500.  Currently, the 

Franchise Agreement does not provide for you to obtain a successor franchise at the end of the renewal term.  Any 

successor franchise would be obtained under our policies at the time your renewal term expires.   

Note 18. Should it become necessary, on account of the condemnation of your Restaurant premises or the 

exercise of a relocation right by your landlord or for some other reason approved by us in writing, to relocate your 

Restaurant, we will consent to relocation at a site acceptable to us provided that you pay to us our then-current 

relocation fee (which is $5,000 as of the date of this Disclosure Document) and satisfy all of the other conditions in 

Section 3 of the Franchise Agreement.  You must pay for all costs and expenses for any approved relocation of your 

Restaurant. 

Note 19. We will loan you one copy of each of the Operations Manuals free of charge, as further described 

in Item 11, or make it available to you on an intranet or franchisor website.  You must keep this copy of the Operations 

Manual on the Premises of your Costa Vida Restaurant at all times.  If you lose your copy of the Operations Manuals, 

you must obtain a replacement copy from us at our then-current charge for replacement copies.  As of the date of this 

Franchise Disclosure Document, our current charge for a replacement Operations Manual is $300. 

 

 

 

[The remainder of this page is intentionally left blank.] 
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ITEM 7.  ESTIMATED INITIAL INVESTMENT 

YOUR ESTIMATED INITIAL INVESTMENT 

Type of Expenditure Amount Method of 

Payment 

When Due To Whom Payment  

Is to Be Made 

Franchise Fee   

(See Note 1 below) 

 

 

 

Area Development Fee 

(See Note 2 below) 

$30,000  

 

 

 

 

$15,000 per Costa 

Vida Restaurant to be 

opened under the 

Development 

Schedule 

Lump sum 

 

 

 

 

Lump sum 

Upon signing of the 

Franchise 

Agreement 

 

 

Upon signing of the 

ADA; will be 

applied to Franchise 

Fee upon execution 

of each Franchise 

Agreement under 

the ADA 

Costa Vida Management  

 

 

 

 

Costa Vida Management 

 

Travel and living 

expenses while training 

(See Note 3 below) 

$15,000 Lump sum As incurred during 

training 

Employees, airlines, hotels, 

and restaurants 

Tenant improvements and 

build-out (See Note 4 

below) 

$300,000-$375,000 As arranged As arranged or 

incurred 

Contractors, vendors 

Building and design 

permit and professional 

fees (See Note 5 below) 

$14,000-49,000 Lump sum As incurred before 

opening 

Architect, engineer, 

municipalities, lawyers, 

consultants, etc. 

Restaurant equipment 

including POS & 

computers (See Note 6 

below) 

$150,000-255,000 Lump sum Upon delivery 

before opening 

Vendors  

Trade dress, woodwork, 

furniture, Design 

package, & fixtures (See 

Note 6 below) 

$55,000-99,000 Lump sum Upon delivery 

before opening 

Vendors  

Opening supplies & 

inventory (See Note 7 

below) 

$10,000-$15,000 Lump sum Upon delivery 

before opening 

Suppliers  

Small wares $15,000-$30,000 Lump sum Upon delivery 

before opening 

Suppliers 

Signage $8,000-50,000 Lump sum As incurred before 

opening 

Approved suppliers 

Grand opening promotion 

& special assistance (See 

Note 8 below) 

$10,000-$20,000  As arranged Within 30 days of 

opening 

Vendors 
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YOUR ESTIMATED INITIAL INVESTMENT 

Type of Expenditure Amount Method of 

Payment 

When Due To Whom Payment  

Is to Be Made 

Security & utility 

deposits (See Note 9 

below) 

$1,000-$18,000 As arranged As incurred Vendors, utility companies, 

landlord 

Insurance (See Note 10 

below) 

$1,500-$5,000 As incurred Annually Insurance brokers, insurance 

company 

Additional funds - three 

months (See Note 11 

below) 

$50,000-$100,000 Lump sum As incurred Vendors, employees, utilities, 

landlord, etc. 

Totals $659,500-1,061,000 

(not including real 

estate lease costs) 

   

 

General Comments: 

We have based the estimates provided in the chart above upon our Affiliate’s experience in developing and 

operating restaurants in Utah, Idaho, and Canada.  We do not guarantee that your costs will resemble the estimates 

given, and may be significantly higher than described above.  You should review these figures carefully with a 

business adviser before making any decision to purchase the Franchise. 

All payments you make to us or our Affiliates are non-refundable unless otherwise stated.  Payments you 

make to parties other than us or our Affiliates may or may not be refundable at the option of the other party. 

The estimates in the above chart do not include Royalty Fees or marketing fees payable to us during the 

operation of your Franchise since these fees are payable out of the Net Sales of your Restaurant.  See the information 

in Item 6 for an explanation of the Royalty Fees and marketing fees.  The estimates also do not include real estate 

costs because land value and leasing costs vary widely depending on location and structure. 

Explanatory Notes: 

Note 1. $30,000 is the standard non-refundable Franchise Fee for a Costa Vida franchise.   

Note 2. $15,000 is the development fee paid to us per Restaurant contracted under the ADA.  This fee 

will then be applied to the then-current Franchise Fee upon the signing of a Franchise Agreement for each subsequent 

Restaurant developed under the ADA. The development fee is non-refundable. 

Note 3. You must pay for any incidental expenses that you and your manager and any other trainees 

incur while attending our initial training program, such as car rental, gas, airline tickets, meals, hotel room, and 

salaries.  You must also pay for any incidental expenses that Costa Vida trainers incur while assisting with your 

Restaurant grand opening as well as while assisting with restaurant site-selection or site-approval processes.  These 

expenses may include car rental, gas, airline tickets, meals, hotel room, and salaries.  
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Note 4. These estimates include construction costs (labor and material) and construction management 

costs for typical tenant improvements and remodeling necessary to prepare a site for operation of a Costa Vida 

Restaurant.  The total estimated initial investment does not include real estate.  You must lease or purchase a location 

approved by Costa Vida Management (lease, purchase, and pre-opening occupancy costs are not included in the 

figures in Item 7) and construct, remodel, alter, and improve it to Costa Vida’s specifications.  The cost of purchasing 

or leasing and developing a site for a Costa Vida Restaurant will vary considerably depending on such factors as 

location, size, design, configuration, condition of the premises, the condition and configuration of existing services 

and facilities, the terms of your lease, duration of the building process (as potentially affected by delays), union labor 

requirements, contractors’ fees, availability of materials and labor and the local real estate market.  You will need 

to purchase or lease a building of approximately 2,600 to 3,600 square feet, excluding patio area, and pay for the 

cost of site work and/or leasehold improvements. You must perform or have performed any construction, remodeling 

or additions necessary to cause the premises to conform to applicable Federal, state, county, and city laws, 

ordinances, codes, and rules and regulations governing food services businesses, and that meet Costa Vida’s 

requirements for the layout, design, construction, fixtures, equipment, installation, and trade dress appearance of a 

Costa Vida location.  If you do not currently own adequate space, you must lease the space for your Restaurant.  

Costa Vida Restaurants are typically located in stand-alone sites and shopping center outparcels.  We 

suggest a corner or end-cap location, with at least 30 feet of minimum frontage.  Additionally, your Restaurant must 

have access to at least 30 dedicated parking spaces if it is not located in a high-pedestrian location.  Outside seating 

is highly recommended.  This is not an exhaustive list of site-approval conditions, and we may change our 

recommendations or approval conditions at any time.  We cannot estimate the amount of your monthly rental 

payments, since rental amounts vary greatly from site to site and are affected by a number of factors, including 

location, size, visibility, accessibility, and competitive market conditions.  In addition to rental payments, your lease 

may obligate you to make other payments to the landlord, such as payments for shopping-center or building operating 

expenses, common-area maintenance expenses, food-court expenses, merchants’ association assessments, 

assessment for shopping-center promotion and advertising, and the like.  Your lease may also require you to spend 

a certain amount on advertising and promotion for your particular Restaurant.  Again, because these payments vary 

widely from lease to lease and from location to location, we cannot estimate the amount that you may have to pay for 

these or other similar items.  You will make rental payments as directed by your Landlord. Leases may also require 

percentage rent.  If you or one of your Owners, Investors or Affiliates at any time acquires the ownership of the 

premises for your Restaurant, you must immediately notify us and we may require that you or such Owner, Investor 

or Affiliate (1) enter into an agreement with us in recordable form granting us the right and option, in the event of a 

termination (for whatever reason) of the Franchise Agreement, to lease the premises at fair market rental rates for a 

term coterminous with the term of the Franchise Agreement for such premises; or (2) enter into a prime lease with 

us at fair market rental rates for a term coterminous with the term of the Franchise Agreement for such premises and 

a sublease with us on the same terms as the prime lease.  The prime lease and sublease referenced in the preceding 

sentence shall be on the then-current lease and sublease forms used by us.   

Note 5. Building and design permit and professional fees may vary depending on the consultants used 

and the fees charged by the municipalities. The design and permit fees do not include any impact fees which may be 

imposed by the municipality.  The permits and licenses include, for example, business licenses and beer licenses.  

Building permits are included in the total construction costs.  Beer or liquor license costs may be significant.  You 

are not required to sell beer in your stores.  However, you must gain approval from Costa Vida before seeking a 

liquor license.  

You may find it necessary, and we encourage you, to retain an attorney to review the real estate lease and 

franchise documents, or to assist in forming a corporation, partnership, or limited liability company.  You may also 

retain an accountant for advice in establishing and operating your franchise business and filing necessary tax forms 

and returns.  If you develop a new Restaurant, you must also employ and pay an architect or engineer to prepare a 
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site plan and other construction documents and specifications to comply with city, state and local building codes and 

to the specific site chosen for your Restaurant. 

Note 6. This estimate includes kitchen-typical furniture, fixtures and equipment; computer, POS systems 

and related software, including a digital menu system, big-screen televisions or projection system with 

content/programming; restaurant equipment; preparation, service and display counters; warmers; stoves; ovens; 

disposal systems; refrigerators; beverage dispensers; and any other needed equipment, including costs of 

installation.  You must purchase the Costa Vida design package elements which may include but are not limited to 

custom woodwork, custom drink station, tables, chairs, water wall, wall bench, artwork and wall accessories as 

specified by us.  These costs vary widely.  See Item 11 of this Disclosure Document for more information on the POS 

systems and related software and hardware that meets our System Standards as of the effective date of this Disclosure 

Document. 

You must prepare and sell all of the menu items as designated by Costa Vida as part of its standard menu 

and provide all standard services designated by Costa Vida.  If any special or additional equipment, fixtures, or 

furniture are required to provide those services or menu items, you must acquire the specified equipment or fixtures, 

the cost of which may be significant to you. 

You must have high-speed Internet access as well as a business subscription to a music system approved by 

us, and these estimates include typical installation fees and service fees for three months.  See Items 8 and 11 of this 

Disclosure Document for more information on our right to require you to purchase, install and use computer 

hardware and software in the operation of your Restaurant. 

Note 7. This estimate includes a supply of initial food and beverage products for use and sale at the 

Restaurant, including spices, flavorings, produce, meats, dry goods, small kitchenwares, cleaning supplies, paper 

and packaging supplies, beverage cups, report forms, marketing and point of sale materials.   

Proprietary Ingredients must be purchased from our Designated Suppliers. (See Item 8 below.) Other items 

must be purchased from Approved Suppliers or other suppliers that we approve. (See Item 8 below.)  All items 

purchased must meet our quality standards. (See Item 8 below.)   

Note 8. As explained in more detail in Item 5 of this Disclosure Document, you must spend at least 

$10,000 on a grand opening advertising and promotional program approved by Costa Vida Management, and we 

suggest that you spend significantly more to facilitate a successful grand opening.  At least a portion of this amount 

must be paid to us or our Affiliates to cover the cost of the materials that we develop and provide to you for the grand 

opening programs.  You may also incur expenses from us or other vendors and suppliers in conducting your grand 

opening promotion.  (Costs involving the training of personnel in your grand opening and food that is served during 

the grand opening do not count toward this $10,000 spending requirement.)  

Note 9. You might need to pay deposits for utilities and your property.  Deposits for utility services and 

your property are typically required at the time the service is applied for, and may or may not be refundable.  The 

amount for deposits can vary significantly in different areas, and you should verify specific amounts with local utility 

companies and the landlord.  

Note 10. As explained in more detail in the Franchise Agreement, you must obtain and keep in force the 

appropriate insurance coverages as described in Item 8 of this Disclosure Document, with us named as an additional 

insured or loss payee on each policy, as applicable. 

You must also maintain and keep in force all workers’ compensation insurance on your employees that is 

required under the applicable workers’ compensation laws of the state in which your Restaurant is located.  Your 

real estate lease may also impose requirements for insurance coverage in addition to the requirements that we 
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impose.  The chart contains the estimated cost of required insurance coverage for a three-month start-up period; 

however, the cost of insurance varies, depending upon the insurance company you select, lease requirements, 

variances in the cost of insurance from city to city and state to state, and other factors.   

Note 11. This estimate includes working capital for the first three months and includes general operating 

expenses, such as lease payments, inventory, payroll expenses, facility expenses, insurance, pest control, security, 

repairs, and maintenance and complimentary sales, store-level employee wages and benefits, point-of-purchase 

collateral, other marketing costs, maintenance, linens, cleaning and office supplies, leased equipment, occupancy 

expenses, credit-card processing fees, and other costs.  This estimate does not include salaries and expenses during 

training of your Operating Partner (described in Item 15 below) whose training is required by the Franchise 

Agreement and/or the Area Development Agreement.  Because you and/or your Operating Partner and your other 

personnel for your Restaurant, as well as personnel in management positions and personnel that will work in more 

than one Restaurant, are required to complete our training program before opening your first Restaurant (see Item 

11 below), these expenses are included for your first Restaurant.  Consequently, the additional funds necessary for 

your first Restaurant tend to be on the high end of the estimated range, while the additional funds required for 

subsequent Restaurants that you open may be lower.  Your costs may depend upon factors such as how well you 

follow Costa Vida’s methods and procedures; the amount spent and effectiveness of your grand opening marketing 

activities; your management skill, experience, and business acumen; local economic conditions; the time of the year 

your Restaurant is opened; the demand for the Restaurant’s food and services in your area; the prevailing wage 

rates; competition; and the sales level reached during the initial period.  These estimates also do not take into account 

the finance charges, interest and related costs you may incur if any portion of your investment is debt-financed. These 

figures are estimates, and we cannot promise that you will not have additional expenses in starting your Costa Vida 

Restaurant. 

Except as otherwise noted, none of these payments are refundable.  These payments are only estimates, and 

your costs may be higher, depending on your particular circumstances.  In geographical areas where we have no 

Costa Vida Restaurants or have no significant experience regarding openings of Affiliate-owned or franchised 

Restaurants, the foregoing estimated initial investment may be less reliable and you may have to make a greater 

investment, depending on the circumstances.  You should review these figures carefully with a business advisor, 

accountant, or attorney before making any decision to purchase a franchise.  We do not offer any financing for your 

initial investment or any other items.  The availability and terms of financing with third-party lenders will depend on 

factors such as the availability of the financing generally, your credit-worthiness and policies of lending institutions 

concerning the type of business to be operated.   

If you purchase an existing Affiliate-owned Costa Vida Restaurant, you may have to make a greater 

or smaller investment, depending on the circumstances, than the estimated initial investment shown above.  

The price and terms of payment for such Costa Vida Restaurant will be established by mutual agreement.  We 

do not have sufficient experience with non-traditional locations to be able to estimate the initial investment for 

those locations.  

 

 

 

[The remainder of this page is intentionally left blank.]  
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ITEM 8.  RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES 

Generally 

 The appearance, set-up, décor, recipes, preparation techniques, processes, formulations, and specifications 

for all Costa Vida Restaurants and Products are trade secrets belonging exclusively to us.  To ensure that high and 

uniform standards of quality and service are maintained, you must operate your Costa Vida Restaurant in strict 

conformity with our methods, standards and specifications as described below. You must purchase or lease those 

furnishings, fixtures, signs, equipment and development services, proprietary spices and other proprietary input 

ingredients; certain other branded products and ingredients, such as napkins, paper cups, boxes, similar packaging 

items; and certain other branded uniforms and apparel, merchandise, marketing collateral and other promotional 

products bearing the Marks, as may be specified in the Operations Manual; fixtures, supplies, equipment, POS system 

and inventory only from us or from our approved suppliers or distributors before and after you open your Restaurant.  

To ensure these high and uniform standards, we require that 100% of your purchases in the establishment of your 

Costa Vida Restaurant be made from our approved suppliers, vendors or distributors.  Once you are open for 

operations, approximately 90%-95% of your purchases will be required purchases. 

Additionally, we currently participate in a food distribution program with Sysco Corporation or their 

Affiliates to provide streamlined ordering, delivery and operational benefits as well as scale pricing to Costa Vida 

Restaurants.  You must participate in this program and purchase at least 90% of your food and paper supplies and 

products and certain other products required under this Sysco program for use at your Restaurant. 

 Additionally, we currently participate in a marketing program sponsored by Coca-Cola Fountain, Coca-Cola 

Bottling, or their Affiliates.  You must participate in the program and purchase Coca-Cola soft drink products and 

certain other beverages and products required under this Coca-Cola program for use at your Restaurant.  You may 

purchase Coca-Cola products from any authorized Coca-Cola distributor that we designate. 

 We may require you to carry an inventory of branded clothing items, such as T-shirts, hats and other branded 

merchandise, for sale at your Restaurant.  You must purchase these items from us or our designated suppliers, and 

we may receive compensation for these purchases on the basis of the items purchased by our franchisees, either in 

the form of a per-item rebate or upcharge, or volume-based commission.  These items may also be sold by us or our 

suppliers online or directly to consumers. 

 In operating your Restaurant, you must use only the soft goods, small wares, utensils, cleaning supplies, 

novelty items and other miscellaneous items that we require and have been approved for Costa Vida Restaurants, as 

meeting our specifications and standards for quality, appearance, function and performance.  Except as stated in this 

Item 8, you may purchase these items from any supplier who can satisfy our standards and specifications.  We give 

these standards and specifications to our suppliers, and they are also contained in the Operations Manuals, our 

corporate intranet (currently, http://www.cvfranchise.com), and other written or electronically transmitted materials 

that we give to you. 

 We have the right, in addition to any amounts received from suppliers or distributors as described in this 

Item 8, to receive rebates, marketing fund contributions or other payments from suppliers, distributors and other 

service providers based (directly or indirectly) on sales to you and our Affiliates (the “Rebates”).  These payments 

may range from less than one percent (1%) up to 15% or more of the amount of those purchases by you.  We do not 

negotiate purchase arrangements from suppliers or service providers for the benefit of franchisees.  In 2019, we 

received a total of $400,384.75 (or approximately 4.5% of Costa Vida’s 2019 total revenue) from such Rebates.  

Costa Vida’s total revenue in 2019 was $8,881,753.96  

 There are no suppliers in which an officer of the Franchisor owns an interest.   
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Ingredients and Other Products 

 The food dishes and other products sold at Costa Vida Restaurants are distinctive as a result of being made 

with proprietary and uniquely specified and sourced ingredients (e.g. the spices, sauces, and other ingredients from 

which the distinctive Costa Vida dishes and other products are made for Costa Vida Restaurants), which are 

manufactured or produced according to proprietary processes or are sourced or stocked per our requirements.  The 

ingredients, food preparation methods, and food dishes into which they are made are all integral components of the 

Costa Vida Restaurant franchise and are inextricably interrelated with the Marks and the System.  The Costa Vida 

franchise could not be offered efficiently or effectively without the inclusion of the Proprietary Ingredients as an 

essential and integral component of the System.  You therefore will be required to purchase all of your Proprietary 

Ingredients and products from suppliers, including us, our Affiliates or an independent third party, whom we authorize 

to manufacture Proprietary Ingredients (“Designated Suppliers”).  

Further, you must purchase certain other ingredients and products from suppliers, including us, our Affiliates 

or an independent third party, whom we authorize to manufacture or provide licensed or non-proprietary ingredients 

and products (“Approved Suppliers”), subject to your right to propose an alternative Approved Supplier for our 

approval as discussed below and set forth more fully in the Franchise Agreement.   

We reserve the right to designate any ingredient as a Proprietary Ingredient.  Products not designated as 

Proprietary Ingredients are referred to as “Licensed Ingredients.”  Designated and Approved Suppliers have the right 

to profit from the sale of products and ingredients.  We do not act in any fiduciary capacity for you in our relationship 

with any Designated or Approved Suppliers; however, we do negotiate contracts for use by and binding upon all 

franchised and Affiliate-owned Costa Vida Restaurants. 

 Provided you and your Affiliates are in compliance with the Franchise Agreement and all other agreements 

with us and our Affiliates, we will cause Designated and Approved Suppliers to sell reasonable quantities of products 

and ingredients to you in accordance with the terms of Section 8 of the Franchise Agreement.  We will use reasonable 

efforts to cause Designated Suppliers to sell to you reasonable quantities of Proprietary Ingredients.  All Proprietary 

Ingredients as well as all other ingredients and products are sold at prices and on shipping terms established and 

changed by the supplier.  Designated and Approved Suppliers may establish credit terms, if any, as deemed 

appropriate.  All Affiliate-owned Restaurants pay the same prices to vendors as franchised restaurants. 

 Designated and Approved Suppliers shall not be liable for any delay in the delivery of products as a result of 

any cause beyond their reasonable control, except in accordance with our contracts with them.  Designated and 

Approved Suppliers may establish policies and procedures for the allocation and distribution of ingredients and 

products among Costa Vida Restaurants. 

 If you desire to procure authorized Licensed Ingredients from a supplier other than one previously approved 

or designated by us, you shall deliver written notice to us of your desire to seek approval of the supplier, which notice 

shall (i) identify the name and address of the supplier, (ii) contain the information requested by us or required to be 

provided according to the Operations Manual (which may include reasonable financial, operational and economic 

information regarding its business), and (iii) identify the authorized Licensed Ingredients desired to be purchased 

from the supplier.  We shall, upon your request, furnish specifications for the Licensed Ingredients if they are not 

contained in the Operations Manual.  We shall not be obligated to disclose the terms and conditions, including the 

pricing, to anyone as to Proprietary or Licensed Ingredients.  We may request that the proposed supplier furnish us, 

at no cost to us, product samples, specifications, and other information as we may require.  We or our representatives, 

including qualified third parties, shall also be permitted to inspect the proposed supplier’s facilities and establish 

economic terms, delivery, service, and other requirements consistent with other distribution relationships for Costa 

Vida Restaurants. 
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 We will use our good faith efforts to notify you in writing of our decision within 120 days after our receipt 

of product samples from the proposed alternative supplier and other requested information.  However, if we have not 

notified you in writing within such 120-day time period, the proposed supplier will be deemed disapproved by us.  

We are not required to approve any supplier, and without limiting our right to approve or disapprove a supplier in our 

sole discretion, you acknowledge that it is generally disadvantageous to the system from a cost and service basis to 

have more than one supplier in any given market area and that among the other factors we may consider in deciding 

whether to approve a proposed supplier, we may consider the effect that the approval may have on the ability of us 

and other franchisees to obtain the lowest distribution costs and on the quality and uniformity of products offered 

system-wide.  We may also determine that certain Licensed Ingredients (e.g. beverages) shall be limited to a 

designated brand or brands set by us.  We may revoke our approval upon the alternate supplier’s failure to continue 

to meet any of our criteria. 

 As an additional condition of its approval, we may require a supplier to agree in writing (i) to provide, upon 

our request, free samples of any Licensed Ingredient it intends to supply to you; (ii) to faithfully comply with our 

specifications for applicable Licensed Ingredients sold by it; (iii) to sign any agreement in a form required by us; (iv) 

to provide to us duplicate purchase invoices for our records and inspection purposes; (v) to make the products 

available to all of our company-owned, company-affiliated, and franchised restaurants; and (vi) to otherwise comply 

with our reasonable requests. 

 You or the proposed distributor or supplier shall pay to us in advance all of our reasonably anticipated costs 

in reviewing the application of the Alternate Approved Supplier and all current and future reasonable costs and 

expenses, including travel and living costs, related to inspecting, re-inspecting and auditing the Alternative Approved 

Suppliers’ facilities, equipment, and food products, and all product testing costs paid by us to third parties.  You 

acknowledge and agree that we do not act in a fiduciary capacity for you in our relationship with Alternative 

Approved Suppliers.  We may impose limits on the number of Alternative Approved Suppliers.  We have the right 

to monitor the quality of services provided by Alternative Approved Suppliers in a manner we deem appropriate and 

may terminate any Alternative Approved Supplier who does not meet our quality standards and specifications, as 

may be in effect at the time.  If you purchase one or more types of other products from an Alternative Approved 

Supplier, no Approved Supplier will have any obligation to sell you any other product while you are purchasing from 

any Alternative Approved Supplier.  If, after commencing purchasing other products, you may be required to submit 

to us an application, in such form as we may periodically determine which we will normally process within 30 days. 

The Approved Supplier has no obligation to resume supplying other products to you, and you may not place an order 

for such products with the Approved Supplier, until we have approved your application for resupply. 

Other Products 

 The reputation and goodwill of Costa Vida Restaurants are based on, and must be maintained by, the sale of 

distinctive high-quality products, merchandise, and services.  Therefore, your Costa Vida Restaurant must use and 

offer for sale only food products, beverages, beer, ingredients, uniforms, packaging materials, menus, forms, labels, 

and other supplies and other products and services that conform to our specifications and quality standards and/or are 

purchased from suppliers we have approved.  Where we have Proprietary Ingredients you must use the ingredients 

and products without exception.  The list of brands and suppliers is contained in our Costa Vida Operations Manual, 

and we may modify that list when we deem necessary in our discretion.  After notice of a modification, you may not 

reorder any brand or reorder from any supplier that is no longer approved. 

 If you propose to use any brand and/or supplier that is not then approved by us, you must first notify us and 

submit sufficient information, specifications, and samples concerning the brand and/or supplier so that we can decided 

whether the brand complies with our specifications and standards and/or such supplier meets our approved supplier 

criteria.  We have the right to charge reasonable fees to cover our costs.  We will notify you of our decision within a 

reasonable period of time.  We may prescribe procedures for the submission of requests for approval and impose 
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obligations on suppliers, which we may require to be incorporated in a written agreement.  We may impose limits on 

the number of suppliers and/or brands for any of the foregoing items.  Subject to the foregoing, you do not have to 

purchase or lease anything from us or any of our Affiliates; however, we, and our Affiliates, can be approved suppliers 

for any items.  We formulate and modify, at our discretion, specifications, and standards we impose on you and 

suppliers.  Specifications and standards are issued to you through Costa Vida’s Operations Manual and to suppliers 

by written agreement. 

Purchase Arrangements/Cooperatives 

 We attempt to negotiate purchase arrangements with third-party suppliers (including price terms).  In doing 

so, we seek to benefit and to promote the overall interests of all Costa Vida Restaurants, including those owned by 

franchisees, our franchise system and our interests as the franchisor.  We do not provide material benefits (e.g. renewal 

or additional franchises) to a franchisee based on its use of Designated or Approved Suppliers.  Additionally, all 

Affiliate-owned Restaurants pay the same prices to vendors as franchised Restaurants. 

 There are no franchisee purchasing or distribution cooperatives. 

Specifications, Standards, and Procedures 

 Each aspect of the interior and exterior appearance, layout, décor, trade dress, services, and operation of your 

Costa Vida Restaurants is subject to our specifications and standards.  You must comply with all mandatory 

specifications, standards, and operating procedures (whether contained in the Costa Vida Operations Manual or any 

other written communication) regarding the appearance, function, cleanliness, and operation of all Costa Vida 

Restaurants, and any changes or updates that may be required from time to time. 

Standardized Accounting Process and Reporting Requirements 

 You must establish and maintain bookkeeping, accounting, record-keeping and data-processing systems 

conforming to the requirements and formats that we prescribe, including, without limitation, a common chart of 

accounts and methodology, submission process and timeline, and you must use the operational data control system 

approved by Costa Vida Management, as further detailed in the Operations Manual.  You must furnish us periodic 

reports, which include and are not limited to, monthly gross revenue reports and monthly profit and loss statements.  

You must provide such periodic reports in a timely manner as noted in Section 11 of the Franchise Agreement. 

 

Computer Hardware and Software 

 You must use a standard point-of-sale (“POS”) system and all POS modules approved by us and used by us 

and other franchisees to ensure System Standards.  We will appoint the supplier that meets our standards and 

specifications, and you must enter into the necessary contracts to procure and operate such POS system.   We can 

change our approved supplier at any time.  We will have full and independent access to any and all data generated 

from this POS system. 

 At this time, you must record all sales on computer-based cash registers that are fully compatible with our 

computer systems and include seamless information interface capability of fully integrating electronically into our 

centralized computer system.   

 We also require you to purchase a back-office computer system with the appropriate hardware and software.  

You must purchase the appropriate accounting, word-processing, spreadsheet, Internet browser, anti-virus, firewall, 

spyware protection and any other software we may choose to require.  The cost of purchasing or leasing the necessary 

computers and software programs ranges from $2,000 to $5,000. 
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Insurance 

 You must maintain in force the following insurance coverages: (a) property coverage that includes all-risk 

property insurance, including fire and extended coverage, vandalism, and malicious mischief insurance, for the 

replacement value of your Costa Vida Restaurant and its contents, including business interruption insurance; 

(b) commercial general liability and product liability insurance that includes food-borne illness coverage; (c) 

commercial auto insurance; (d) workers’ compensation insurance; and (e) umbrella liability.  All insurance policies 

must: (1) be issued by carriers with an AM Best rating of A-, X, or better; (2) be written at the minimum amounts of 

coverage; (3) name Costa Vida Management, LLC, and our Affiliates as additional insureds under the general 

liability, products liability and commercial auto policies and loss payee under the property policy; and (4) Costa Vida 

Management, LLC, must be endorsed to all policies noted above to receive 30 days’ notice of cancellation in the 

event of non-renewal and 10 days’ notice in the event of nonpayment of premium.  You must also provide certificates 

of insurance evidencing your insurance coverage in compliance with these minimums no later than 10 days before 

your Restaurant opens and within 30 days each year when your policies renew. 

 Listed below are types of minimum coverage amounts that we currently require for each franchised Costa 

Vida Restaurant per location: 

COMMERCIAL GENERAL LIABILITY:   

Occurrence Limit  $1,000,000 

General Aggregate Limit:  $2,000,000 

Products/Completed Operations Aggregate Limit:  $2,000,000 

Personal and Advertising Injury Limit:  $1,000,000 

Damage to Premises Rented to You:  $1,000,000 

Food Borne Illness Limit:  $300,000 

AUTOMOBILE LIABILITY:   

Bodily Injury and Property Damage Combined 

Single Limit: 

 $1,000,000 

Hired and Non-Owned Liability Limit:   $1,000,000 

WORKERS’ COMPENSATION:   

Workers’ Compensation:  STATUTORY 

Employer’s Liability:  $1,000,000 per employee, bodily injury by disease; 

$1,000,000 policy limit, bodily injury by disease; 

$1,000,000 per employee, bodily injury by accident 

UMBRELLA LIABILITY:   

1 to 10 Restaurants:  $5,000,000 each occurrence (minimum) 

$5,000,000 aggregate (minimum) 
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11-25 Restaurants:  $10,000,000 each occurrence (minimum) 

$10,000,000 aggregate (minimum) 

26 or more Restaurants:  $15,000,000 each occurrence (minimum) 

$15,000,000 aggregate (minimum) 

 

Upon 30 days’ prior notice to you, we may increase the minimum insurance requirements and require 

different or additional kinds of insurance at any time, to reflect inflation, identification of new risks, changes in law 

or standards of liability, higher damage awards or other relevant changes in circumstances.  You must submit to us, 

before the Restaurant opens, and annually thereafter, a copy of the certificate evidencing each required insurance 

policy.  If you at any time fail or refuse to maintain in effect any insurance coverage required by us, or to furnish 

satisfactory evidence of it, we, at our option and in addition to our other rights and remedies under the Franchise 

Agreement, may, but need not, obtain this insurance coverage on your behalf, and you must promptly sign any 

application or other forms or instruments required to obtain any insurance and pay to us, on demand, any costs and 

premiums incurred by us.  At our request, you must furnish us with evidence of insurance coverage and payment of 

premiums as we require.  

Your obligation to maintain insurance coverage is not diminished in any manner by reason of any separate 

insurance we may choose to maintain, nor does it relieve you of your obligations under Section 16B of the Franchise 

Agreement. 

 

Real Estate Requirements  

 You must locate a site for your Restaurant that is approved by us, and you may not sign a lease for the site 

until we have given our approval in writing.  We approve locations on a case-by-case basis, considering items such 

as size, appearance, and other physical characteristics of the site, demographic characteristics, traffic patterns, 

competition from other businesses in the area (including other Costa Vida Restaurants) and other commercial 

characteristics, such as purchase price, rental obligations and other lease terms.  We will assist you with a list of site 

criteria to help you locate a suitable site.  Our approval of the Site, however, does not and cannot provide any 

guarantee or representation that the site or your Restaurant will be successful.  You must pay for any incidental 

expenses that Costa Vida personnel incur while assisting with Restaurant site-selection or site-approval processes.  

These expenses may include car rental, gas, airline tickets, meals, hotel room, and salaries.  

If you or one of your Owners, Investors or Affiliates at any time owns the premises for your Restaurant, you 

must immediately notify us, and we may require that you or such Owner, Investor or Affiliate (1) enter into an 

agreement with us in recordable form granting us the right and option, in the event of termination (for whatsoever 

reason) of the Franchise Agreement, to lease the premises at fair market rental rates for a term coterminous with the 

term of the Franchise Agreement for such premises; or (2) enter into a prime lease with us at fair market rental rates 

for a term coterminous with the term of the Franchise Agreement for such premises and a sublease with us on the 

same terms as the prime lease.  The prime lease and sublease referenced in the preceding sentence shall be on the 

then-current lease and sublease forms used by us.   

 You must construct and develop your Restaurant at your own cost and expense. You must develop your 

Restaurant in accordance with such exterior and interior materials and finishes, dimensions, design, image, interior 

layout, decor, fixtures, furnishings, equipment, color schemes and signs consistent with System products and Marks.  

You must prepare all required construction plans and specifications to suit the shape and dimensions of your site and 

to ensure that the plans and specifications comply with applicable ordinances, building codes and permit requirements 

and with lease requirements and restrictions.  You must submit construction plans and specifications to us for our 
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review before you begin construction of your Restaurant, and you must submit all revised and “as built” plans and 

specifications to us during the course of construction. 

 In developing and operating your Restaurant, you must use only the fixtures, furnishings, equipment (which 

includes computer hardware and software such as the POS system described above in this Item 8) and signs that we 

require and have approved as meeting our specifications and standards for quality, design, appearance, function and 

performance.  As of the effective date of this Disclosure Document, we have designated approved suppliers for 

fixtures, furnishings, equipment, and décor for developing your Restaurant.  These approved suppliers are the only 

ones that meet our specifications and standards for these items, and you must purchase these items from these 

approved suppliers. 

You may only display at your Restaurant the signs, emblems, lettering, logos and display materials that we 

approve in writing.  We have the right to install all required signs at the Restaurant premises at your expense, although 

our current practice is to require you to install the signs.   

We estimate that the cost of required purchases of products, supplies, fixtures, furnishings, equipment, signs 

and leases from approved suppliers or designated suppliers, or otherwise will represent 90% or more of your overall 

purchases of these items in operating the Restaurant. 

Website 

 You may not promote, offer, or sell any products or services relating to your Restaurant, or use any of the 

Marks, through the Internet without our consent.   You must acknowledge that Costa Vida is the lawful, rightful, and 

sole owner of www.costavida.com domain name and unconditionally disclaim any ownership interest in any similar 

phrase or any similar Internet domain name, including www.costavida.net, www.costavida.org and 

www.costavida.biz.  You and your Owners agree not to register any Internet domain name in any class or category 

that contains the words Costa Vida or any abbreviation, acronym, combination, derivative, or variation of those words 

that would cause a likelihood of confusion with the Costa Vida brand. 

 You will use the Costa Vida Franchise website (currently www.cvfranchise.com) (the “Franchise Website”) 

in strict compliance with the standards, protocols and restrictions we include in the Operations Manual.  You must 

implement all reasonable procedures we prescribe periodically to prevent unauthorized use and strict compliance 

with the standards, protocols and restrictions we include in the Operations Manual regarding the use of the Franchise 

Website among your Restaurant’s Operating Partners, general managers, assistant managers, prep cooks, and the like.  

You are to notify Costa Vida Management when any partner or employee ceases to be affiliated or employed with 

your Restaurant so we can remove their access to the Franchise Website. 

 You recognize and understand the crucial importance of the Franchise Website users not transmitting 

Confidential Information, documents or data from or via the Intranet or Internet without first encrypting the 

transmission with the encryption program we may either require you to purchase or approve of your purchase.  You 

recognize and understand the crucial importance of users refraining from making derogatory, defamatory, or libelous 

statements on or over an Intranet or Internet transmission. 

 

[The remainder of this page is intentionally left blank.] 
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ITEM 9.  FRANCHISEE’S OBLIGATIONS 

This table lists your principal obligations under the Franchise Agreement and other agreements.  It will help 

you find more detailed information about your obligations in these agreements and in other items of this 

Disclosure Document. 

Obligation Section in 

Franchise 

Agreement 

Section in Area 

Development 

Agreement 

Disclosure Document Item 

a. Site selection and acquisition/lease Section 3 Section 3 Items 1, 5, 6, 7, 8, 11 and 12 

b. Pre-opening purchases/leases Section 3 Section 3 Items 5, 6, 7, and 8 

c. Site development and other pre-

opening requirements 

Section 3 Section 3 Items 6, 7, 8 and 11 

d. Initial and on-going training Section 4 Section 4 Items 6, 7 and 11 

e. Opening Section 3  Sections 3 and 4 Items 5, 7 and 11 

f. Fees Sections 6 and 10 Section 2 Items 5, 6, 7, 11, and 17 

g. Compliance with System Standards 

and other standards and 

policies/Costa Vida Operations 

Manual 

Sections 3, 4, 5, 7, 

8 and 10 

Sections 2, 4, 5 

and 6 

Items 6, 7, 8, 11, 13, 14, 15, and 

16 

h. Trademarks and proprietary 

information 

Sections 5, 9 and 

15 

Sections 5 and 6 Items 8, 13, 14, and 17 

i. Restrictions on products/services 

offered 

Sections 8 Not Applicable Items 1, 8, 14, and 16 

j. Warranty and customer service 

requirements 

Section 8 Not Applicable Item 11 

k. Territorial Development and Sales 

Quotas 

Not Applicable  Sections 2 and 3 Item 12 

l. Ongoing product/service purchases Section 8 Not Applicable Items 8 and 11 

m. Maintenance, appearance and 

remodeling requirements 

Sections 3, 8 and 

10 

Not Applicable Items 11, 13, and 17 

n. Insurance Section 8 Not Applicable Items 6, 7 and 11 

o. Marketing & Advertising Section 10 Not Applicable Items 5, 6, 7, 11, and 13 
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Obligation Section in 

Franchise 

Agreement 

Section in Area 

Development 

Agreement 

Disclosure Document Item 

p. Indemnification Section 16 Section 5 Items 6, 13 and 14 

q. Owner’s participation,  

management, staffing 

Sections 3, 4, 7, 8. 

and 10 

Sections 4 and 5 Items 11 and 15 

r. Records and reports Section 11 Section 3 Item 8 

s. Inspections and audits Section 12 Section 3 Item 6 

t. Transfer Section 13 Sections 7 and 8 Item 17 

u. Renewal Section 2 Section 2 Item 17 

v. Post-termination obligations Section 15 Section 10 Item 17 

w. Non-competition covenants Sections 9 and 15 Sections 6 and 10 Item 17 

x. Dispute resolution Section 17 Section 11 Item 17 

 

ITEM 10.  FINANCING 

We do not offer direct or indirect financing to you.  We do not guarantee any note, lease or other obligation 

which you may enter into or incur. 

ITEM 11.  FRANCHISOR’S ASSISTANCE, ADVERTISING, COMPUTER SYSTEMS 

AND TRAINING 
 

Except as listed below, Costa Vida is not required to provide you with any assistance. 

Pre-Opening Assistance 

Before you open your Restaurant: 

1. We will provide you general guidance in selecting sites. (Franchise Agreement, Section 3; Area 

Development Agreement, Section 3). 

2. We will provide you with a sample sketch layout of your Costa Vida Restaurants.  (Franchise 

Agreement, Section 3). 

3. We will provide training to you and/or your Operating Partner and your general managers, assistant 

general managers, and prep cook/kitchen managers.  However, as described in Item 6 above and Section 4 of the 

Franchise Agreement, you will be responsible for all compensation and expenses (including travel, meals, and 

lodging) incurred due to any training programs.  This training is described in detail later in this Item.  (Franchise 

Agreement, Section 4). 
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4. We will provide to you the Costa Vida Operations Manual, Recipe Books, and Menu Builds which 

we may revise or provide you temporary access to via proprietary intranet sites (including the Franchise Website), 

with respect to training, management, quality assurance, health, safety, recruitment, security, site selection, site 

approval processes, standards, customer services, general manager training materials, approved suppliers, operating 

system manuals, restaurant training manuals, management training manuals, franchise owner materials, and the menu.  

(Franchise Agreement, Section 4).  The table of contents of the Operations Manual is attached to this Disclosure 

Document as Exhibit E, and includes the total number of pages for each section.  The Operations Manual is revised 

periodically; you are solely responsible for any access license fees associated with use of the intranet and for obtaining 

all necessary hardware and software for such access. 

5. If you have not previously owned or managed a Costa Vida Restaurant, we will provide you with 

opening operational assistance for your first Costa Vida Restaurant. (Franchise Agreement, Section 3).  

6. You are required to attend a “Brand Immersion” meeting prior to opening your first restaurant. The 

Brand Immersion meeting is to acquaint you and your Operating Partner with Costa Vida’s System.  You and your 

Operating Partner are required to attend the next scheduled “Brand Immersion” meeting after entering into an Area 

Development Agreement or the first Franchise Agreement.   

Training 

 Before opening your Costa Vida Restaurant, you and your Operating Partner (described in Item 15 below), 

general managers, and prep cooks for your Costa Vida Restaurant who have not previously graduated from our 

certified training programs must successfully complete the appropriate training program.  The cost for the training is 

included in your Franchise Fee; however, you are responsible for paying attendant costs for all expenses, such as 

training materials, travel costs, lodging and meals, as well as, compensation to your employees attending the training.  

Your personnel must also be trained using our approved training programs and materials, as stated in the Operations 

Manual, as amended from time to time.  All training must be completed to Costa Vida’s satisfaction.  You must 

receive Costa Vida official training certification before opening your Costa Vida Restaurant. 

 You and your Operating Partner must complete all Costa Vida training, which includes both classroom and 

hands-on training covering all phases of Costa Vida Restaurant operations, including food preparation, food safety, 

equipment operation and maintenance, cost control, inventory control, and basic techniques of management.  The 

training time periods and locations will be listed by Costa Vida  in the Costa Vida Operations Manual and other 

materials as we deem appropriate.  Currently training typically occurs at a Costa Vida training restaurant determined 

by us.  This location will most likely be a Costa Vida Restaurant located in Utah.  The duration of the training is set 

forth in the Training Summary below.  Training is currently scheduled based on a mutually agreed upon schedule 

between the Operating Partner and Costa Vida.  Training is, generally, conducted once per month. 

 As of the date of this Disclosure Document, training will be conducted or supervised by Marc Beynon (see 

Item 2 above), or various experienced members of our staff and Costa Vida Restaurant management personnel who 

have experience in the operation of Costa Vida Restaurants. 

 Before opening your Restaurant, you must replace any individual who fails to successfully complete the 

appropriate training program(s) or who otherwise is not qualified to manage or perform the required functions at a 

Costa Vida Restaurant.  We will not charge any fees for attending the training programs we are required to provide 

under the Franchise Agreement.  However, as described in Item 6 above, you will be responsible for all compensation 

and expenses (including travel, meals, lodging, and incidental expenses) incurred due to any training programs.  

Neither you nor your employees will receive any compensation from us for services performed during training.   

 Instructional materials for the training programs, the subjects covered in training and approximate hours of 

classroom and on-the-job training are described in the Operations Manual.   
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 In addition to the training program, we will require you and/or your Operating Partner and other personnel 

for your Costa Vida Restaurant to attend and successfully complete periodic refresher or additional topical training 

programs. You or your operating partner, as well as your General Manager, will be required to attend our annual 

Costa Vida Brand Conference each year. You will also be required to participate in person in an annual Franchise 

Business Review meeting with us, either at our annual franchisee retreat or at our offices in Lehi, Utah. We do not 

charge any fees for the Brand Conference or Franchisee Business Review, but attendees are responsible for their own 

travel, lodging, and other incidental costs of attending. 

We may at our sole discretion require or allow you to establish a certified training program (that must 

continue to meet our high standards) for some or all of your personnel.  If any of your personnel fail to perform their 

duties in accordance with the certified training program you establish under our standards, they must again complete 

the certified training program or be terminated. 

The Costa Vida training course summary is as follows:  

TRAINING SUMMARY 

Subject 
Hours of Classroom 

Training 

Hours of Training 

On-The-Job 
Location 

Orientation 10 0 Franchisor’s Headquarters 

Food Preparation & Safe Handling 10 190 Franchisor’s Headquarters 

Position Training 30 200 Franchisor’s Headquarters 

New Store Opening 2 50 Franchisor’s Headquarters 

Management Training 5 50  Franchisor’s Headquarters 

 

Marc Beynon is the Director of Training and has been in this position at Costa Vida since January 2017. 

Site Selection 

 You select the site for your Costa Vida Restaurant, subject to our approval.  If we do not accept a site you 

propose, you may select another site subject to our acceptance.  If you enter into an Area Development Agreement 

with us, you must select sites within your specified geographic area as listed in your Area Development Agreement.  

We will provide you with our standard site-selection criteria and/or on-site evaluations of sites, as we deem 

appropriate.   

 Before you acquire, by lease or purchase, any site for a Costa Vida Restaurant, you must submit a complete 

site information package to us.  We will review each site information package and determine whether to accept or 

reject the site after considering factors we deem appropriate, including the general location and neighborhood, and 

demographic information, traffic patterns, access, visibility, location of other restaurants and food establishments, 

size, configuration, appearance, and other physical characteristics of the site.  If we do not accept the proposed site, 

you will be required to submit alternative sites that meet our requirements.  If none of the sites you submit meet our 

approval and all of our mutual efforts do not result in the identification and approval of a site, we will terminate the 

Franchise Agreement at issue and refund your Franchise Fee. 
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 If we accept the site, we will deliver to you a signed Site Acceptance Letter.  We will use reasonable efforts 

to make a site acceptance decision within 30 days after we acknowledge receipt of a complete Site Information 

Package and any other materials we have requested.  (Area Development Agreement, Section 3).  If you or one of 

your Owners, Investors or Affiliates at any time owns the premises for your Restaurant, you must immediately notify 

us and we require that you or such Owner, Investor or Affiliate (1) enter into an agreement with us in recordable form 

granting us the right and option, in the event of a termination (for whatsoever reason) of the Franchise Agreement, to 

lease the premises at fair market rental rates for a term coterminous with the term of the Franchise Agreement for 

such premises; or (2) enter into a prime lease with us at fair market rental rates for a term coterminous with the term 

of the Franchise Agreement for such premises and a sublease with us on the same terms as the prime lease.  The 

prime lease and sublease referenced in the preceding sentence shall be on the then-current lease and sublease forms 

used by us. 

 Neither our acceptance of the premises nor any information communicated to you regarding our standard site 

selection criteria for Costa Vida Restaurants or the specific location of the restaurants will constitute a warranty or 

representation of any kind, express, or implied, as to the suitability of the site for a Costa Vida Restaurant.  Our 

acceptance of the proposed site merely signifies that we are willing to grant a franchise for a Costa Vida Restaurant 

at the site.  Your Costa Vida Restaurant may not be relocated without first obtaining our written consent and paying 

a relocation fee.  (Franchise Agreement, Section 3; Area Development Agreement, Section 3) 

 We estimate the time from the date you sign the Franchise Agreement to the date you open your Costa Vida 

restaurant to be between two and ten months.  However, this time estimate may vary depending on numerous factors 

including location, construction schedules, and financing.  You must complete development of and have the 

Restaurant ready to open within 180 days after we give our approval of the Premises and all required construction 

permits and licenses.  Failure to timely open will subject the Franchise Agreement to termination under Section 14 

of the Franchise Agreement.  If you have not obtained legal possession of the Premises within 90 days after receiving 

site approval (see Section 3 of the Franchise Agreement), we have the right to retract such approval.  You 

acknowledge and agree that your Costa Vida Restaurant must be open and operating within 300 days after you sign 

the Franchise Agreement.  You must start construction of your Restaurant within 60 days after you have leased, 

subleased or acquired the Premises.  You must employ a general contractor acceptable to us.  You must procure all 

applicable construction insurance in amounts and coverages acceptable to us. You must open your Restaurant within 

10 days after the date construction is completed and all necessary approvals have been obtained.   

Operations Manual 

 We will provide you, through the Operations Manuals and other materials to be furnished or made available 

to you after you sign the Franchise Agreement, the standards and specifications for the fixtures, furnishings, 

equipment (which may in the future include computer hardware and software) and signs that we require and have 

approved as meeting our specifications and standards for quality, design, appearance, function and performance and 

which you must use (Franchise Agreement, Sections 3 and 8; and also Item 8 of this Disclosure Document).  At our 

option, we will furnish or make available to you these items in the form of paper copies, electronic copies, or 

electronic copies accessed through the Internet, Costa Vida Intranet, or other communication systems.   

Point-of-Sale System 

In operating your Restaurant, you must purchase and use the number of POS system terminals necessary for 

the size of your Restaurant.  Currently, we require all Costa Vida franchisees to use the same POS system to ensure 

accurate and accessible sales reporting and other information.  You are allowed to choose the number of POS 

terminals appropriate for their Restaurant operations, provided that they meet our minimum System Standards, which 

requires a 2-terminal baseline configuration.  While the POS system is software-based, the required hardware 

equipment is bundled and sold as part of the system and includes touch-screen monitors, credit card reader, network 
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router/firewall, network switches, cash drawer, and receipt printers. It may also include handheld or mobile point-of-

sale tablets. Technical support for the first year of ownership is included as part of the monthly package price.  The 

POS system is a platform for order taking, inventory control, labor scheduling and tracking, and back-office reporting.  

A variety of financial reports and restaurant metrics can be produced by the system and conveniently accessed by 

authorized users.  See Item 8 of this Disclosure Document for more information.  In the future, you must make and 

pay for all hardware and/or software upgrades to your POS system that we may require.  In addition, we have the 

right to independently access the information and data you collect and gather.  We currently require that you have 

access to the Internet to operate your POS system, submit reports, including profit and loss statements and gross 

revenue reports, for your Restaurant to us electronically via the Internet.  We also have the right to require you, at 

your sole expense, to upgrade any required computer hardware and software to meet our then-current standards and 

specifications.  There is no limitation on the frequency and cost of this requirement.  We also have the right to 

independently access the information and data you collect and gather using any required computer hardware and 

software. 

Assistance After Opening 

We will provide the following assistance during the operation of your Costa Vida Restaurant: 

1. We will provide periodic guidance to you with regard to the System, including improvements and 

changes. (Franchise Agreement, Section 4). 

2. We will periodically modify the Costa Vida Operations Manual to reflect changes in standards, 

specifications, and operating procedures.  (Franchise Agreement, Section 4). 

3. We will periodically issue specifications, standards, methods, and operating procedures for Costa 

Vida Restaurants.  (Franchise Agreement, Section 8). 

4. We will sell (or cause our Affiliates, Designated Suppliers or Approved Suppliers, as applicable, to 

sell) to you Proprietary Ingredients, Licensed Ingredients, and other products and services as described in Item 8.  

(Franchise Agreement, Section 8). 

5. We, at our discretion, may administer marketing and advertising funds for the development of 

advertising and related programs and materials.  (Franchise Agreement, Section 10). 

6. We will provide periodic and on-going training programs for you and/or your Operating Partner 

(described in Item 15) and a limited number of your general managers.  However, as described in Item 6, you will 

be responsible for all compensation and expenses (including travel, meals, and lodging) incurred due to any training 

programs, and we may charge a fee for such additional training.  This training is described in detail in this Item 11. 

(Franchise Agreement, Section 4). 

7. We, at your request or at our discretion, may provide you with guidance for establishing your own 

certified training programs for certain personnel, provided that you may not train any personnel until we have certified 

your training program as meeting our standards, which certification may be revoked if your training program does 

not continue to meet our standards.  (Franchise Agreement, Section 4). 

Computer Disruptions 

 Computer systems are vulnerable to disruptions in varying degrees to computer viruses, spyware, bugs, 

Trojans, power disruptions, communication line disruptions, Internet access failures, Internet content failures, date 

related problems, and attacks by hackers and other unauthorized intruders.  You must take reasonable steps so that 

these disruptions will not materially affect your business.  We are not obligated to provide such protection or support.  
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We do not guarantee that information or communication systems that we or others supply will not be vulnerable to 

disruptions.  It is your responsibility to protect your customer data, proprietary information, computer systems, POS 

systems, and all other hardware and software from these disruptions.  You should also take reasonable steps to verify 

that your lenders, landlords, customers, and government agencies on which you rely, have reasonable protection.  

This may include taking reasonable steps to secure your systems (including firewalls, software updates, password 

protection, anti-virus, and spyware protection systems and software), and to provide backup systems. 

Marketing  

Local Marketing Funds 

You must spend the amounts specified in Item 6 above for local advertising and promotion of each of your 

Costa Vida Restaurants.  These amounts spent on local advertising and promotion will be designated as Local 

Marketing Funds (“LMF”).  At our request, you must furnish us with copies of invoices and other documentation 

evidencing your expenditures for LMF.  If we determine, at some later date, that you spent less than the required 

amount during the then most recently completed four consecutive fiscal quarters for locally advertising and promoting 

your Restaurant, we may collect LMF contributions directly.  We also may collect LMF funds directly from each 

Restaurant in a DMA when a DMA Marketing Cooperative is formed, as explained below.  We will provide you with 

at least 30 days’ notice if we change the amount of the LMF you must spend.  If we collect LMF contributions directly 

from you, LMF contributions will be payable at the same time as the Royalty Fees.  (At our discretion, the funds may 

be electronically drafted or transferred.)  The LMF monies will be used to pay for the cost of implementing local 

marketing plans developed by you and approved by us or, if we collect LMF contributions from you, to reimburse 

you (up to an amount not to exceed the LMF contributions so collected) for the costs you incur in implementing local 

marketing plans developed by you and approved by us.  For these purposes, qualifying LMF expenditures include, 

but are not limited to, amounts spent for advertising media, such as television, radio, Internet, digital, social media, 

newspaper, billboards, posters, direct mail, collateral and promotional items, advertising on public vehicles (transit 

and aerial) sampling calculated into the official sampling formula, and, if not provided by us, the cost of producing 

approved materials necessary to participate in these media.  Non-qualifying LMF expenditures include amounts spent 

for items such as on-premises signs and menu-board hardware, lighting, administrative costs, discounts, free offers, 

purchase of catering vehicle(s), and employee incentive programs.  The Operations Manual contains a current list of 

qualifying and non-qualifying LMF expenditures.  We reserve the right to periodically revise the list. 

Marketing Administration Fee 

 In addition to the advertising and promotion expenditures and/or contributions discussed above, you must 

pay the Marketing Administration Fee (“MAF”) described in Item 6 above.  (At our discretion, the funds may be 

electronically drafted.)  The MAF will be used by Costa Vida to cover the costs of supporting and conducting market 

research activities, concept development (food and customer experience, project development and testing), design 

and collateral development (design, website development, store prototyping, promotions, and testing), and 

maintenance, public relations, administration and direction of the foregoing activities.  We do not have to separately 

account to you for the MAF or expenditures from it. In the event that the MAF is discontinued, any remaining funds 

will be distributed back to the contributors, on a pro rata basis. 

National Marketing Fund 

 We may, in our sole discretion, establish and administer a National Marketing Fund (“NMF”) for the creation 

and development of creative materials and programs to increase brand awareness, marketing, advertising, and related 

programs and materials, including electronic, print, radio, television, and outdoor media as well as the planning and 

purchasing of national and/or regional media, including electronic, print, radio, television, and outdoor advertising, 

or other media vehicles (“Marketing”).  We will use national and regional advertising agencies as well as our in-

house marketing personnel as we deem appropriate.  At our discretion, the NMF may also pay for consumer research 
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and the production and deployment of Marketing materials.  We reserve the right to have our Affiliate or a related 

entity manage this fund.  If not covered by NMF, each restaurant, whether Franchise-owned, company-owned, or 

company-affiliated, shall be responsible for its pro rata share (or, if applicable, on a use basis), on a per restaurant 

basis, of the actual production costs and fees (such as print ad fees) of the Marketing materials, which can be paid by 

dollars contributed to LMF.  Costa Vida Restaurants owned by us and our Affiliates shall contribute to the NMF on 

the same basis as the then-current rate for franchisees.  You must contribute to the NMF amounts that we establish 

from time to time as described in Item 6 above.  Currently, we do not collect NMF contributions, but we may collect 

up to 2% of your Net Sales as a NMF contribution.   

 We will have sole discretion over all aspects of programs financed by the NMF, including national or regional 

media, creative concepts, materials, endorsements, and agency relationships.  Although the NMF is intended to 

maximize general recognition and patronage of the brand and the Marks for the benefit of all Costa Vida Restaurants, 

we cannot assure you that any particular Costa Vida Restaurant will benefit directly or pro rata from the placement 

of advertising.  Additionally, we reserve the right to define, at any time, the measurement terms for any media 

coverage.  The NMF may be used to pay for the cost of preparing and producing creative materials and programs we 

select, including video, audio, electronic, and printed advertising materials, media planning, and buying services, and 

for the cost of employing advertising agencies, and supporting market research activities.  We may furnish you with 

marketing, advertising, and promoting materials at cost, plus any related administrative, shipping, handling, and 

storage charges. 

 The NMF will be accounted for separately from our other funds.  While our intent is to balance the NMF on 

an annual basis, the NMF may periodically run at either a surplus or deficit.  We may spend in any fiscal year an 

amount greater or less than the aggregate contributions of all Costa Vida Restaurants to the NMF in that year, and 

the NMF may borrow from us or other lenders to cover deficits in the NMF or cause the NMF to invest any surplus 

for future use by the NMF.  We will prepare annually a statement of monies collected and costs incurred by the NMF 

and furnish you a copy upon your written request.  Except as otherwise expressly provided in the Franchise 

Agreement, we assume no direct or indirect liability or obligation with respect to the maintenance, direction, or 

administration of the NMF.  We do not act as a trustee or in any other fiduciary capacity with respect to the NMF.   

   We reserve the right to seek the advice of owners of Costa Vida Restaurants by formal or informal means 

with respect to the creative concepts and media used for programs financed by the NMF.  We have established a 

Costa Vida Advisory Council (“CVAC”).  Members of the CVAC are elected by franchise owners from among 

signatory franchise owners who have at least one restaurant open. The CVAC serves only in an advisory capacity.  

The final authority on all programs financed by the NMF rests with us, and we have sole discretion over all aspects 

of such programs, including national or regional media, creative concepts, materials, endorsements, agencies, and 

suppliers.  We have the right to change or dissolve the CVAC. 

We may increase the LMF, MAF, or NMF contributions above two percent (2%), one-half percent (0.5%) 

and two percent (2%) of Net Sales, respectively, with an affirmative vote by 51% of the then existing Costa Vida 

Restaurants.  

Advertising Approvals and Initial Advertising Costs 

You must submit to us each year for our prior approval a marketing plan for your market(s) and a marketing 

plan for each new restaurant opening along with samples of all advertising and promotional materials by following 

the creative approval process, which occasionally may be updated.  You must spend a minimum of ten thousand 

dollars ($10,000.00) for grand opening advertising and promotional programs for your Restaurant.  Grand opening 

advertising and promotional programs costs will not count toward the required LMF expenditures.  You must use the 

types of advertising media specified in the Operations Manual and you must conduct your grand opening program 

within 90 days after your Costa Vida Restaurant begins operation.  If you elect to work with a marketing firm 



 

35 
 2020 Costa Vida Franchise Disclosure Document 

1630196.2 

(including an advertising agency, public relations firm, printing or production company) you must obtain our written 

approval of such marketing firm, and such marketing firm must sign a Costa Vida approved confidentiality and non-

disclosure agreement before you sign any contracts or share any Confidential Information, as defined in your 

Franchise Agreement, with such marketing firm.  Marketing, advertising, printing or production firms employed by 

you will not be permitted access to any limited access intranet sites (including the Franchise Website) or any other 

information regardless of a confidentiality agreement having been signed.  Marketing, advertising, printing or 

production firms may not have access to trademark or branded collateral, apparel or merchandise without our written 

approval. 

Creative Approval Process 

Costa Vida will produce all advertising and promotion materials.  However, Costa Vida holds the right to 

authorize or oversee the production of creative or marketing collateral by outside or third-party marketing or 

advertising firms.  Any advertising and promotion materials not prepared by Costa Vida must be approved before 

your use.  The complete creative approval process, as it occasionally may be updated, can be found in the Operations 

Manual.  We reserve the right to decline approval of any advertising or promotional materials if we believe it does 

not meet our brand standards.  In some cases, Costa Vida may charge an assessment or custom creative fee to cover 

the cost of custom marketing collateral or promotional development that may not apply or be implemented System-

wide.  You may not use any advertising or promotional materials that we have not approved. 

 DMA Marketing Cooperatives 

 We have the right to establish marketing cooperatives for Costa Vida Restaurants in a certain designated 

marketing area (“DMA”) covering the geographic areas we may periodically designate (“DMA Marketing 

Cooperatives”).  We have the right to form, change, dissolve, or merge DMA Marketing Cooperatives.  We have the 

right to create and to enforce the DMA Marketing Cooperatives’ programs and bylaws. 

 If we have established a Marketing Cooperative in your market area, you must participate in the DMA 

Marketing Cooperative and its programs and abide by its bylaws.  You must contribute the amounts to Marketing 

Cooperative as determined by vote of the cooperative members in accordance with their bylaws.  All Costa Vida 

Restaurants, including those owned by Costa Vida or an Affiliate, which are located in the designated local or regional 

area(s) will contribute to the DMA Marketing Cooperative on the same basis.  Contributions to the DMA Marketing 

Cooperatives are credited toward the two percent (2%) LMF expenditures required by the Franchise Agreement; 

however, if we provide you and your DMA Marketing Cooperative 90 days’ notice of a special promotion, including 

any regional promotions, you must participate in the promotion and also pay us any special promotion advertising 

fees assessed in connection with the program, beginning on the effective date of notice and continuing until the special 

promotion is concluded.  Any special promotion advertising fees will be in addition to, and not credited towards, the 

two percent (2%) LMF advertising expenditure required by the Franchise Agreement. 

 We will administer each specific DMA Marketing Cooperative (by geographic area) and collect your 

Marketing Cooperative contributions by automatic electronic withdrawal.  The financial statements of the DMA 

Marketing Cooperative may be audited and the reports will be made available to you.  Each Costa Vida Restaurant 

located within the local or regional area of the DMA Marketing Cooperative will be entitled to one vote.  Advertising 

conducted by the DMA Marketing Cooperative may be in various media including television, radio, Internet, 

magazine, newspaper, billboards, transit, and aerial advertising. 

 Social Media 

We will create a social-media page for each of your locations when it opens for business and may provide 

you access through an Internet-based platform that we select and use from time to time. All social-media pages will 

belong to us, and your use thereof will be subject to the policies and procedures set forth by us, as modified from 
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time to time. You are not authorized to create any social-media pages or accounts (including, without limitation, 

Instagram, Facebook, Twitter, and Snapchat) for any of your Costa Vida locations without our prior written consent.  

Computers 

Description of Standard Hardware and Software System Components 

 The POS system allows for the recording of restaurant orders and the capture of data for the possible use in 

other applications including inventory control, payroll, cash management, and production planning.  This system may 

also allow for the seamless communication of daily financial and inventory information to a central processing 

facility.  To use this system, you must subscribe to high-speed or broadband Internet services or access.  The 

information communicated to us, as described above, will also enable us to make automatic withdrawals of royalty 

and fee payments from the designated account described in Item 6.  Internet connectivity is required to place orders 

to our product manufacturing and distribution centers so that you will be able to maintain your Restaurant product 

inventory at appropriate levels.  Even though we may not currently have independent access to information and data 

on your computer system, we intend to implement independent access in the future. 

 None of us (Costa Vida, our Affiliates, or any Designated Supplier) are required to provide ongoing 

maintenance, repairs, upgrades or updates to the POS hardware system.  However, the POS vendor or Designated 

Suppliers may offer various options for hardware repair, system modules, and software support plans, which you may 

be required to also purchase.   

 The cost of the POS system, including installation, is approximately $9,000-$14,000.  The monthly cost of 

the POS system support is approximately $250-$420.  The monthly cost of the gift and loyalty card programs is 

approximately $140. 

 Our information systems department may produce and sell custom software applications and optional 

franchisee-owned restaurant systems support services to restaurants using a proprietary database system we have 

integrated with the POS system.  These goods and services may include the following: 

 Restaurant system support – help desk 

 Data processing 

 POS database setup 

 System training and orientation 

 Labor scheduling, production planning, and cost analytics software 

 Store performance analytics and reporting capability 

 Customer loyalty management 

 Upon 60 days’ written notice, you must upgrade or replace financial and inventory data processing, 

communications and security systems, including the POS and back-office computer system, whenever we require it, 

and we have no obligation to assist you in obtaining hardware, software, or related services.  There are no contractual 

limits on the frequency or cost of your obligation to obtain such upgrades.  

 We have the right to require you to modify or discontinue use of the POS system or any of its functions if we 

determine that it becomes advisable at any time.  In such a case, you must comply with our directions to modify or 
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discontinue the use of the POS system or any of its functions or use a new POS system or specific POS system 

function within a reasonable time after notice from us.  You must bear all costs and expenses applicable to your Costa 

Vida Restaurant should we decide to modify the POS system or adopt a new POS system.  We will have no liability 

or obligation whatsoever with respect to any such required modification or discontinuance of the POS system or the 

installation, training, and use of a new POS system.   Also, we are not obligated to reimburse you for any loss of 

goodwill associated with any modification or discontinuance of the POS system or the installation and use of a new 

POS system or for any expenditure made by you to train your Restaurant staff on the new POS system. 

Broadband Configuration 

 Your broadband network configuration must meet the following minimum standards and criteria: 

 Persistent broadband Internet connection with a speed of at least 10 Mbps 

 One firewall/router separating the store network from the Internet 

 Once static, publicly routable IP address, bound to the firewall/router’s external interface 

 Four ports on the firewall/router that are accessible to the internal network 

 To establish a secure connection between the POS equipment located in your Restaurant and broadband 

service provider, you may be required to purchase from Costa Vida specific equipment and devices.  Also, we may 

require you to purchase additional equipment and services to establish Wi-Fi Internet access in your Restaurant.  We 

recommend that you hire third-party vendors to install the equipment at an additional cost.  Also, in the future, you 

may contract with us to perform the on-site installation service at an additional cost. 

 Data Security 

You must ensure the security of data located on and transmitted from your internal network. You will be 

responsible to configure your network and all connected systems to ensure data security. We may implement policies 

and procedures and reasonably require from time to time that you purchase or implement specific hardware, software, 

or configurations in order to address changing technology and data security needs. 

ITEM 12.  TERRITORY 

The Franchise Agreement grants you the right to own and operate a Costa Vida Restaurant at a specific 

location.  You may not conduct the business of your Costa Vida Restaurant at any site other than the Premises, 

described in your Franchise Agreement, or relocate your Costa Vida Restaurant without our prior written consent.  

The Franchise Agreement does not provide you with any options, rights of first refusal, or similar rights to acquire 

additional franchises.  You are not granted the right to develop a Costa Vida Restaurant within one mile of another 

Costa Vida Restaurant (which is either open or operating or has been approved by us for development) in a geographic 

area not included in your Area Development Agreement.   

Except as noted in this Item 12, your right to own and operate a Costa Vida Restaurant at a specific location 

is exclusive in that we will not operate a Costa Vida Restaurant or grant to a third party the right to operate a Costa 

Vida Restaurant within a geographic area consisting of a one-mile radius from the center of the Premises (the 

“Protected Area”).  Additionally, your territorial rights in the Protected Area are not dependent upon achievement of 

certain sales volume, market penetration or any other contingency.  We expressly reserve the right, however, in 

densely populated locales, to define the Protected Area based upon census population figures.  
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We have the right to operate (directly or through an Affiliate) and grant to others the right to operate within 

the Protected Area: 

a) Costa Vida Restaurants or other retail food establishments (including non-Costa Vida restaurants) 

using any part or all of the System and Marks that are:  (i) located within retail outlets, restaurants, 

grocery stores, supermarkets, Internet, catalogs, and other channels of distribution (including 

wholesale distribution of products to restaurants, supermarkets, grocery stores, caterers, and other 

outlets); or (ii) located at transportation facilities (such as airport facilities, inter-metropolitan train 

and/or bus stations, turnpikes, or other limited access highway rest stops), colleges, universities, 

sports arenas, and entertainment facilities, where any of such locations or its food operations are 

controlled by a third party or in our judgment should be operated by a third party; and 

b) Retail food establishments (including non-Costa Vida restaurants) that we purchase (or as to which 

we purchase the rights as franchisor) that are part of another franchise system or chain, regardless 

whether any or all of them are converted to use any or all of the Marks and the System or continue 

to be operated independently. 

 Except for rights expressly granted to you under the Franchise Agreement, we retain all of our rights and 

discretion with respect to the Marks, the System, and Costa Vida Restaurants anywhere in the world, including the 

right to: 

a) Operate, and grant others the right to operate, Costa Vida Restaurants at locations and on terms and 

conditions we deem appropriate; (You acknowledge that such Costa Vida Restaurants may be in 

direct competition with your Restaurant, without regard to any adverse effects of such activities on 

your Restaurants and without any obligation or liability to you) 

b) Sell any products or services under any tradenames, trademarks, service marks or trade dress, 

including the Marks, through other channels of distribution (including wholesale distribution of 

baked goods to restaurants, supermarkets, grocery stores, caterers, Internet, catalogs, and other 

outlets); 

c) Operate, and grant to others the right to operate, retail food establishments (including non-Costa Vida 

restaurants) identified by trademarks, service marks or trade dress, other than the Marks, under terms 

and conditions we deem appropriate. 

Area Development Agreement 

The Area Development Agreement grants you the right to develop an agreed-upon number of Costa Vida 

Restaurants within a geographic area described in Exhibit A to the Area Development Agreement (the “Development 

Area”).  The size of the Development Area will depend on the number of Costa Vida Restaurants suitable for the 

Development Area, as you and we determine in light of factors such as population density and the residential or 

commercial character of the Development Area.  The number of Costa Vida Restaurants and the dates they are to be 

open and operating will be set out in Exhibit A to the Area Development Agreement (the “Development Schedule”).  

The Area Development Agreement does not provide you with any options, rights of first refusal or similar rights to 

acquire or develop a Costa Vida Restaurant within one mile of another Costa Vida Restaurant (which is either open 

or operating or has been approved by us for development) in a geographic area not included in your Area 

Development Agreement. 

During the term of the Area Development Agreement and provided you, your Owners and your Affiliates are 

in compliance with the Area Development Agreement and all other agreements with us or any of our Affiliates 

(including Franchise Agreements signed under the Area Development Agreement), we will: (a) grant to you, in 
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accordance with Section 3 of the Area Development Agreement, that cumulative number of franchises for Costa Vida 

Restaurants in Exhibit A to the Area Development Agreement, all of which are to be located within the Development 

Area; and (b) not operate (directly or through an affiliate), nor grant others the right to operate, any Costa Vida 

Restaurant located within the Development Area, except for:  (1) franchises granted under the Area Development 

Agreement; (2) Costa Vida Restaurants open (or under commitment to open) as of the date of the Area Development 

Agreement; (3) Costa Vida Restaurants or other retail food establishments using any part or all of the System and/or 

Marks that are: (i) located within retail outlets, restaurants, grocery stores, supermarkets, or other channels of 

distribution (including wholesale distribution of products to restaurants, supermarkets, grocery stores, caterers, 

Internet, catalogs, and other outlets); or (ii) located at transportation facilities (such as airport facilities, inter-

metropolitan train, and/or bus stations, turnpikes, or other limited access highway rest stops), colleges, universities, 

sports arenas, and entertainment facilities, where any of such locations or its food operations are controlled by a third 

party or in our judgment should be operated by a third party; and (4) retail food establishments (including non-Costa 

Vida restaurants) that we purchase (or as to which we purchase the rights as franchisor) that are part of another 

franchise system or chain, regardless whether any or all of them are converted to use any or all of the Marks and the 

System or continue to be operated independently. 

Maintenance of Acceptable Standards in your existing Costa Vida Restaurants will be a condition of your 

right to develop the Costa Vida Restaurants provided for in your Area Development Agreement. For purposes of this 

paragraph, “Acceptable Standards” means a baseline score, as determined and adjusted from time to time by us in 

our reasonable discretion, in the following measurable areas: quality assurance (QA) inspections, health inspections, 

hazard analysis and critical control points (HACCP) compliance and daily flow chart documentation, guest survey 

results, social media scorecard rating, and guest complaints. Acceptable Standards will be measured on a trailing-12-

months’ basis. 

Except as otherwise expressly provided in the Area Development Agreement, we retain all of our rights and 

discretion with respect to the Marks, the System, and Costa Vida Restaurants anywhere in the world, including the 

right to: (a) operate, and grant to others the right to operate, Costa Vida Restaurants at the locations and on the terms 

and conditions we deem appropriate; (b) sell any products or services under any trademarks, service marks, or trade 

dress, including the Marks, through other channels of distribution, (including wholesale distribution of tortillas, 

marinated meats, sauces, merchandise, or other products to restaurants, grocery stores, caterers, Internet, catalogs, 

and other outlets); and (c) operate, and grant to others the right to operate, retail food establishments (including non-

Costa Vida restaurants) identified by tradenames, trademarks, service marks or trade dress, other than the Marks, on 

the terms and conditions we deem appropriate.   

In the Development Area you must have open and operating, on the dates listed, the cumulative number of 

Costa Vida Restaurants stated in the Development Schedule.  We have no obligation under any circumstances to 

extend the Development Schedule.  Your failure to develop and operate Costa Vida Restaurants in accordance with 

the Development Schedule will be a material breach of the Area Development Agreement. 

Competing Businesses 

 Although we currently do not have plans to do so, we may in the future engage in the wholesale distribution 

of tortillas, marinated meats, sauces, apparel, or other products to restaurants, grocery stores, caterers, and other 

outlets under the Marks or other names and marks.  We do not otherwise currently operate, or franchise the operation 

of, any other business selling under different trademarks any products or services similar to the products and services 

offered by Costa Vida Restaurants, and we presently do not have any plans to do so. 

ITEM 13.  TRADEMARKS 

Under the Franchise Agreement, we license you the right to use the Marks in the operation of your Restaurant.   

As of the Effective Date of this Disclosure Document, the United States Patent and Trademark Office (the “USPTO”) 
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has issued Certificates of Registration for all of our applications.  There are no pending interference, opposition or 

cancellation proceedings or any pending material litigation, involving the Marks.  There are no agreements currently 

in effect which significantly limit our rights to use or franchise the use of the Marks. 

Costa Vida has registered the following marks on the principal Register of the USPTO. 

Mark Status Registration Date Registration No. 

 Costa Vida Fresh Mexican Grill (and 

design) 

Registered July 25, 2006 

August 15, 2006 

3,121,960 

3,131,054 

Costa Vida Registered August 8, 2006 

August 8, 2006 

3,127,986 

3,127,987 

Redefining Mexican Food Registered November 17, 2015 4,853,809 

We Serve Amazing Registered December 26, 2017 5,365,833 

All required affidavits have been filed and accepted by the USPTO. 

 

There are also two foreign registered trademarks, both in Canada.  The mark described as “Costa Vida Fresh 

Mexican Grill and Design” was registered on May 28, 2012 as Registration No. TMA824898; and the mark “Costa 

Vida” was registered on May 28, 2012 as Registration No. TMA824899.   

Your right to use the Marks is derived solely from the Franchise Agreement and is limited to your conduct 

of business in compliance with the Franchise Agreement and all applicable standards, specifications, operating 

procedures and rules that we require.  Your unauthorized use of the Marks will constitute a breach of the Franchise 

Agreement and an infringement of our rights in the Marks.  Your use of the Marks and any goodwill established by 

your use will benefit us exclusively.  The Franchise Agreement does not confer any goodwill or other interests in the 

Marks on you other than the right to operate your Restaurant in compliance with the Franchise Agreement.  All rights 

in and goodwill from the use of our trademarks, including the Marks, accrue solely to us.  All provisions of the 

Franchise Agreement applicable to the Marks will apply to any additional proprietary trade and service marks and 

commercial symbols that we authorize for use by you in the future. 

You must use the applicable Marks as the sole identification of your Restaurant, and you must identify 

yourself as the independent owner in the manner we require.  You may not use any of the Marks as part of any 

corporate or trade name or with any prefix, suffix or other modifying words, terms, designs or symbols (other than 

logos franchised to you under the Franchise Agreement), or in any modified form; nor may you use any of the Marks 

in performing or selling any unauthorized services or products or in any other manner not expressly authorized in 

writing by us.  You may not use any of the Marks as part of an electronic mail address or on any sites on the Internet 

or World Wide Web.  You may not use or register any of the Marks as any part of an Internet domain name.  You 

must display the applicable Marks prominently at your Restaurant, on supplies or materials designated by us, and on 

packaging materials, forms, labels and advertising and marketing materials.  You must display all applicable Marks 

in the manner we require, and you must use the appropriate signal, such as “®” for registered marks and “™” for 

non-registered marks or as we may otherwise designate in using any of the Marks.  You must refrain from any 

business or marketing practice which may be injurious to our business and the goodwill associated with the Marks.   

We have the right to require you to modify or discontinue use of any of the Marks or use one or more 

additional or substitute trade or service marks if we determine that it becomes advisable at any time.  In this case, you 
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must comply with our directions to modify or discontinue the use of the Mark or use one or more additional or 

substitute trade or service marks within a reasonable time after notice from us.  You must bear all costs and expenses 

applicable to your Costa Vida Restaurant should we decide to modify the Marks or adopt new marks.  We will have 

no liability or obligation whatsoever with respect to any such required modification or discontinuance of any Mark 

or the promotion of a substitute trademark, service mark or trade dress.   Also, we are not obligated to reimburse you 

for any loss of goodwill associated with any modified or discontinued Mark or for any expenditure made by you to 

promote a modified or substitute trademark or service mark. 

You must immediately notify us of any apparent infringement of or challenge to your use of any of the Marks 

or claim by any person of any rights in any Trademark, and you must not communicate with any person other than 

us or our counsel about the infringement, challenge or claim.  We have the right to take the action we deem appropriate 

and control exclusively any litigation, USPTO proceeding or any other administrative or court proceeding concerning 

any of the Marks.  You must sign any instruments and documents, render assistance and do those things as, in the 

opinion of our legal counsel, may be necessary or advisable to protect and maintain our interests in any litigation or 

USPTO proceeding or other proceeding or otherwise to protect and maintain our interests in the Marks. 

We will indemnify you against and reimburse you for all damages for which you are held liable in any 

proceeding arising out of your authorized use of any of the Marks and for all costs you reasonably incur in defending 

any claim brought against you or any proceeding in which you are named as a party, if you have timely notified us 

of the claim or proceeding and have otherwise complied with the requirements of the Franchise Agreement and all 

other agreements entered into with us and our Affiliates.  At our option, we are entitled to defend and control the 

defense of any proceeding arising out of your authorized use of any of the Marks.  At Costa Vida’s sole discretion, it 

will be entitled to prosecute, defend, or settle any proceeding out of your use of any Mark, and if Costa Vida decides 

to prosecute, defend, or settle any matter, it will have no obligation to indemnify or reimburse you for any fees or 

disbursements of counsel you retain.  In addition to all other rights we may have for unauthorized use of the Marks 

or the sale of unauthorized products or services, you must reimburse us for any damages, liability, or expenses 

incurred by us arising out of your sale of any unauthorized product or service or for any damages, liability, or expenses 

incurred by us arising out of your use of the Marks in an unauthorized manner. 

The Area Development Agreement does not grant you the right to use any of the Marks.  Your right to use 

the Marks is derived solely from the Franchise Agreements you enter into with us.  You may not use any Mark (or 

any abbreviation, modification, or colorable imitation) as part of a corporate or legal business name or in any other 

manner (including as an electronic media identifier, such as a website, web page, or domain name) not explicitly 

authorized in writing by us. 

To our actual knowledge, there are no rights or infringing uses which could materially affect your use of any 

of the Marks in any state. 

ITEM 14.  PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION 

Our rights to certain proprietary information have been challenged.  See Item 3 above.  

Except as noted below, we and our Affiliates do not own any patents or copyrights which are material to the 

Franchise. 

We consider certain information relating to the development and operations of Costa Vida Restaurants to be 

trade secrets and proprietary information.  This information includes: 

1. Operations Manuals and Materials; 

2. Recipe Books; 
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3. training materials; 

4. ingredients, recipes, and methods of preparation and presentation of authorized food products; 

5. design binder consisting of Costa Vida design and décor elements, and custom furniture, décor and 

fixtures package; 

6. sales, marketing, and advertising materials, programs and techniques for Costa Vida Restaurants; 

7. identity of suppliers and knowledge of specifications, processes, procedures, and equipment, and 

pricing for authorized food products, materials, supplies, and equipment; 

8. knowledge of operating results and financial performance of Costa Vida Restaurants, other than 

Costa Vida Restaurants you own; 

9. methods of inventory control, storage, product handling, training, and management relating to Costa 

Vida Restaurants; 

10. computer systems and software programs used or useful in Costa Vida Restaurants;  

11. any and all other information that we provide you that is labeled proprietary or confidential; 

12. methodology for assessing, selecting and approving restaurant locations; and 

13. restaurant financial comparison, alerts, analytical software and tools, and methodologies. 

 All ideas, recipes, concepts, methods, formulas, or techniques useful to Costa Vida Restaurants, whether or 

not constituting protectable intellectual property, and whether created by you or on your behalf, must be promptly 

disclosed to us and, if adopted as part of the System, will be considered our property and works made-for-hire for us.  

You must sign whatever documents we request to evidence our ownership or to assist us in securing intellectual 

property rights in such ideas, concepts, methods, or techniques.  You must not, however, test, offer or sell any new 

products or methods or techniques without our written consent. 

 You may not use our Confidential Information in an unauthorized manner and may not disclose our 

Confidential Information to others.  Your restrictions on disclosure and use of Confidential Information do not apply 

to information or techniques which are or become generally known in the restaurant industry (other than through your 

own disclosure), provided you obtain our prior written consent to such disclosure or use. 

We own the Confidential Information and claim copyrights in the Confidential Information.  The Confidential 

Information includes trade secrets and is our proprietary information.  You will have access to some of this 

Confidential Information required in the operation of your business.  However, you will not acquire any interest in 

any Confidential Information, other than the right to use Confidential Information disclosed to you in operating your 

Restaurant during the term of the Franchise Agreement.  The use or duplication of any Confidential Information in 

any other business will constitute an unfair method of competition and a violation of your Franchise Agreement.  We 

only disclose the Confidential Information to you on the condition that you agree: 

(i) Not to use Confidential Information in any other business or capacity; 

(ii) To maintain the absolute confidentiality of Confidential Information during and after the 

term of the Franchise Agreement; 
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(iii) Not to make unauthorized copies of any portion of Confidential Information disclosed in 

written or other tangible form; and 

(iv) To adopt and implement all reasonable procedures that we require to prevent unauthorized 

use or disclosure of Confidential Information, including restrictions on disclosure of Confidential 

Information to your employees and to comply with requirements that we may impose that certain key 

employees sign confidentiality agreements as a requirement and condition of employment. 

We have not registered any copyrights with the U.S. Registrar of Copyrights.  You may use the Operations Manuals 

and other materials during the term of the Franchise Agreement.  There are currently no effective determinations of 

the U.S. Copyright Office or any court regarding any of the copyrights.  There are no agreements currently in effect 

that significantly limit our rights to use or franchise the copyrighted materials.  Also, there are no other rights or 

infringing uses actually known to us that could materially affect your use of the copyrighted materials in any state. 

Your right to use the copyrights is derived solely from the Franchise Agreement and is limited to your conduct 

of business in compliance with the Franchise Agreement and all applicable standards, specifications, operating 

procedures and rules that we require.  Your unauthorized use of the copyrights will constitute a breach of the Franchise 

Agreement and an infringement of our rights in the copyrights.  Your use of the copyrights and any goodwill 

established by your use will benefit us exclusively.  The Franchise Agreement does not confer any goodwill or other 

interests in the copyrights upon you other than the right to operate your Restaurant in compliance with the Franchise 

Agreement.  All rights in and goodwill from the use of the copyrights will accrue solely to us.  All provisions of the 

Franchise Agreement applicable to the copyrights will apply to any additional copyrighted materials that we authorize 

for use by you in the future. 

We have the right to require you to modify or discontinue use of any of the materials in which we claim 

copyrights if we determine that it becomes advisable at any time.  In this case, you must comply with our directions 

to modify or discontinue the use of those materials within a reasonable time after notice from us. You must bear all 

costs and expenses applicable to your Costa Vida Restaurant should we decide to modify the Marks or adopt new 

marks.  We will have no liability or obligation whatsoever with respect to any such required modification or 

discontinuance of any Mark or the promotion of a substitute trademark, service mark or trade dress.   Also, we are 

not obligated to reimburse you for any loss of goodwill associated with the modification or discontinuation of any 

materials in which we claim copyrights or for any expenditure made by you in your use of those materials. 

You must immediately notify us if you learn that any person may be using our copyrighted materials without 

our consent or authorization.  You must also immediately notify us of any challenge to your use of any copyright or 

claim by any person of any rights in any copyright.  You must not communicate with any person other than us or our 

counsel about any challenge or claim to any copyright.  We have the right to take the action we deem appropriate and 

the right to exclusively control any litigation, U.S. Copyright Office proceeding or any other administrative 

proceeding concerning any copyright.  You must sign any instruments and documents, render assistance and do those 

things as, in the opinion of our legal counsel, may be necessary or advisable to protect and maintain our interests in 

any litigation or Copyright Office proceeding or other proceeding or otherwise to protect and maintain our interests 

in the copyrights. 

We are not obligated to indemnify you against, reimburse you for, or compensate you for any damages for 

which you are held liable in any proceeding arising out of your unauthorized use of any patent or copyright under the 

Franchise Agreement; neither are we obligated to reimburse or compensate you for any costs you incur in defending 

any claim brought against you or your Owners, Investors or Affiliates or any proceeding in which you are named as 

a party in connection with such unauthorized use of any patent or copyright.  In addition to all other rights we may 

have for unauthorized use of a patent or copyright, you must reimburse us for any damages, liability, or expenses 
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incurred by us arising out of your use of a patent or copyright in an unauthorized manner.  At our option, we are 

entitled to defend and control the defense of any proceeding arising out of your use of any copyright. 

ITEM 15.  OBLIGATION TO PARTICIPATE IN THE ACTUAL 

OPERATION OF THE FRANCHISE BUSINESS 

If you are, or at any time become, a business corporation, partnership, limited liability company or other legal 

entity, you must designate in Exhibit B to the Franchise Agreement as the “Operating Partner” an individual 

approved by us who must:  

(a) be engaged full-time in the business of your Costa Vida Restaurants;  

(b)  have the authority to bind you regarding all operational decisions with respect to your Restaurant; 

and 

(c)  have completed our training program to our satisfaction. 

 You and your Operating Partner:  (a) shall exert your full-time and best efforts to the development and 

operation of all Costa Vida Restaurants you own; and (b) may not without our approval engage in any other business 

or activity, directly or indirectly, that requires substantial management responsibility or time commitments or 

otherwise may conflict with your obligation under the Franchise Agreement.  You must provide us with a copy of 

any proposed arrangement, agreement, or contract, and all amendments, with your Operating Partner for our prior 

review and approval, and upon approval thereof, signed copies thereof.  The agreement should include a provision 

that if the Operating Partner is terminated, for whatever reason, he/she shall not for a period of two years after such 

termination recruit or hire any person who is an employee of yours, ours, or of any Costa Vida Restaurant operated 

by us, our Affiliates or any franchisee of ours, without obtaining the employer’s and our consent, which consent may 

be withheld for any reason.  We will have no responsibility, liability, or obligation to any party to any such 

arrangement, agreement, or contract, or any amendments, on account of our approval thereof or otherwise, and you 

must indemnify and hold us harmless with respect thereto.  Your Costa Vida Restaurant must, at all times, be managed 

by you and your Operating Partner or by a manager or shift supervisor who has completed our training program to 

our satisfaction.  Your manager need not have an equity interest in the franchise, but must not engage in any other 

business or activity that requires substantial commitment. 

As more fully stated in the Franchise Agreement and the Area Development Agreement, you must implement 

all reasonable procedures we occasionally prescribe to prevent unauthorized use or disclosure of Confidential 

Information.  Such procedures may include the use of nondisclosure agreements with your Owners, officers, directors, 

Operating Partners, General Managers, assistant managers, Prep Cooks, and the like.  You and your Owners must 

deliver such agreements to us.  At the end of the term of a Franchise Agreement or Area Development Agreement, 

you must deliver to us all Confidential Information in your possession.  We have the right to require your Personnel 

to sign a confidentiality agreement in our favor as a condition of employment in the restaurant.  By signing the 

confidentiality agreement, your Personnel agree to the non-competition covenants described in Item 17 of this 

Disclosure Document. 

You, your owners, officers, directors, Operating Partners, General Managers, assistant managers, Prep 

Cooks, and the like will be bound by the non-competition covenants described in Item 17 of this Disclosure 

Document. 

 If you are a partnership, corporation, limited liability company, or other legal entity, one, some, or all of your 

Owners as we deem necessary must undertake to be personally bound, jointly and severally, by your obligations 

under the Franchise Agreement and Area Development Agreement, if any.  Copies of these guaranties are attached 

as Exhibit C to the Franchise Agreement and Exhibit C to the Area Development Agreement. 
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ITEM 16.  RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL 

You must sell all food, beverage, other products, merchandise, and services that we determine to be 

appropriate for your Costa Vida Restaurant.  We may, in our discretion, establish certain marketing programs, 

including limited time offers, with which you must participate.  We will not refund or compensate or exchange any 

unused products shipped to you in connection with these marketing programs.  You must offer all Costa Vida Products 

that we authorize you to sell.  However, we are not required to authorize you to sell all available Costa Vida Products.   

You are not restricted as to the customers whom you may serve at the Costa Vida Restaurant.  However, 

without our written consent, you may not offer Costa Vida Products approved for sale or services of your Restaurant 

or any materials, supplies, or inventory bearing the Costa Vida Trademarks at any site other than your Restaurant 

premises (other than catering events that you may book) or through any alternative channel of distribution (as further 

described in Item 12 above).  In addition, you may not offer for sale any materials, supplies or inventory used in the 

preparation of any of the Costa Vida Products.  You may only sell finished Costa Vida Products that have been 

approved for sale at your Restaurant and only to retail customers, and you may not sell any Costa Vida Products to 

any person or entity purchasing the Costa Vida Products for resale.  In addition, you may not use the site of your 

Restaurant for any purpose other than the operation of a Costa Vida Restaurant in compliance with the Franchise 

Agreement. 

You may only use pamphlets, brochures, cards or other promotional materials offering free Costa Vida 

Products that we have prepared, unless otherwise approved by us in advance. 

Your Costa Vida Restaurant will not be permitted to offer any products or services (including promotional 

items) we have not authorized for Costa Vida Restaurants without prior written approval.  We have the right to change 

the types of authorized goods and services, and there are no limits on our right to make changes.  

Company-owned or company-affiliated Restaurants may participate in charitable endeavors.  You are also 

encouraged to participate in charitable, fundraising and community activities.    

You must at all times maintain an inventory of approved food products, beverages, ingredients, and other 

products sufficient in quantity, quality, and variety to realize your Costa Vida Restaurant’s full potential. 

We may conduct market research to determine consumer trends and salability of new food products and 

services.  You must participate in our market research programs by test-marketing new food products and services in 

your Costa Vida Restaurant and providing us with timely reports and other relevant information regarding such 

market research.  You must purchase a reasonable quantity of such test products and make a reasonable effort to sell 

them. 

Your lease may also impose other obligations or restrictions with respect to the types of products that you 

may offer from your premises, and you must comply with those restrictions and obligations even if they would prevent 

you from offering certain Costa Vida Products that we have approved for you to offer.  In such case, you must seek 

written approval from us permitting you to comply with such restrictions and obligations. 

We and our Affiliates will have the perpetual right to own and use and authorize other Costa Vida Restaurants 

to use, and you will fully and promptly disclose to us, all ideas, concepts, formulas, recipes, methods and techniques 

about the development or operation of a restaurant serving Mexican, southwestern, or similar cuisine or products 

conceived or developed by you or your employees during the term of your Franchise Agreement.  You may not test, 

offer, or sell any new products without our written consent. 

The Area Development Agreement contains no provision restricting the goods and services you may offer.  

However, with respect to each Costa Vida Restaurant developed under the Area Development Agreement, you will 
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be subject to the restrictions on goods and services contained in our then-current standard Franchise Agreement.  The 

restrictions in our current Franchise Agreement are summarized above and more fully set out in the Franchise 

Agreement attached as Exhibit C hereto.  

 

[The remainder of this page is intentionally left blank.] 
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ITEM 17.  RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION 

THE FRANCHISE RELATIONSHIP 

This table lists important provisions of the Franchise Agreement and related agreements.  You should 

read these provisions in the agreements attached to this Disclosure Document. 

Provision Section in 

Franchise or 

Other 

Agreement 

Summary 

a. Length of the franchise term Section 2 Initial term is 10 years.  

b. Renewal or extension Section 2 May be granted a renewal term of 10 years under terms of 

then-current Franchise Agreement.  This means that you may 

be asked to sign an agreement with terms and conditions that 

are materially different from those in your original 

agreements. 

c. Requirement for franchisee to renew or 

extend 

Section 2 You give us at least 180 days notice; you sign new Franchise 

Agreement (which may include different or additional fees 

and performance criteria) and our then-current Renewal 

Addendum (which will establish that you have no additional 

renewal rights and contain a general release); at our request, 

you have refurbished and remodeled the premises; you have 

complied with the Franchise Agreement and all other 

agreements with us or our Affiliates during the initial term; 

you have satisfied all monetary obligations; you retain the 

premises for the renewal term; and there is no adverse 

franchise legislation.  This means that you may be asked to 

sign an agreement with terms and conditions that are 

materially different from those in your original agreements. 

d. Termination by franchisee None Not Applicable 

e. Termination by franchisor without cause None Not Applicable 

f. Termination by franchisor with cause Section 14 We have the right to terminate if you are in default of 

Franchise Agreement or any other agreement with us or our 

Affiliates or if you fail to satisfactorily complete the required 

training or if you fail to begin your Restaurant operations 

within 180 days after signing of Franchise Agreement. 

g. “Cause” defined – curable defaults Section 14 You have 24 hours to cure health violations; 10 days to 

correct delinquent payments due us; 30 days to cure other 

breaches of Franchise Agreement. 

h. “Cause” defined – non-curable defaults Section 14 Includes voluntary bankruptcy, insolvency, failure to open or 

abandonment of business, cancellation of lease, breach of 

obligations under the lease of the restaurant premises, 

misrepresentations or omissions, conviction of or plea of no 

contest to a felony, violation of any anti-terrorism law, 
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Provision Section in 

Franchise or 

Other 

Agreement 

Summary 

unauthorized transfer, unauthorized disclosure of 

Confidential Information, repeated breaches of the 

agreements, unauthorized use of the Costa Vida Marks or 

Confidential Information, failure to pay uncontested taxes, 

repeated defaults (even if cured) default on any financing 

obligations; failure three or more times within a period of 

twelve months to submit reports and other data or to 

otherwise comply with the Franchise Agreement, whether or 

not such failure is corrected. 

i. Franchisee’s obligations on termination / 

non-renewal 

Section 15 Pay all amounts due, including any late charges and interest; 

continue to honor all guaranties, releases and waivers; retain 

records and permit audits; not disclose Confidential 

Information; discontinue use of Costa Vida Marks, 

Confidential Information, proprietary software, and any 

mode of Internet communications; de-identify your business; 

return the Operations Manual, Recipe Books, and Training 

Manual(s); deliver to us all signs, equipment, supplies and 

materials displaying the Costa Vida Marks; cancel any 

fictitious or assumed name certificates; make required 

changes to premises; assign telephone listings; dispose of 

non-returnable supplies and materials; honor 

indemnification requirements; and continue to honor and be 

bound by general provisions; provide evidence of your 

compliance within 30 days of termination. 

j. Assignment of contract by franchisor Section 13 No restriction on our right to transfer or assign Franchise 

Agreement. 

k. “Transfer” by franchisee – defined Section 13 Includes sale, transfer, assignment, or other disposition of the 

Franchise Agreement’s rights, or other ownership interest in 

franchisee, or ownership change. 

l. Franchisor’s approval of transfer by 

franchisee 

Section 13 We have the right to approve all transfers but will not 

unreasonably withhold approval if certain conditions are 

satisfied.   

m. Conditions for franchisor’s approval of 

transfer 

Section 13 Restaurant must have opened; you must be in compliance 

with agreement; Transferee must qualify, complete training, 

and sign new or existing Franchise Agreement and other 

related agreements; transferee cannot be a public company; 

all your Restaurants must be transferred; transfer fee must be 

paid; your obligations are paid and you are not in default; you 

must subordinate debts and sign a general release and non-

compete agreement; we must approve price and payment 

terms; there must be no adverse franchise legislation; you 

subordinate any obligations of the transferee to you to the 

transferee’s obligations to us; you obtain any required 

landlord consents; you agree not to use the Costa Vida 
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Provision Section in 

Franchise or 

Other 

Agreement 

Summary 

Marks; you or your transferee agrees to any refurbishment 

we require; and you must do other things we may reasonably 

request. 

n. Franchisor’s right of first refusal to 

acquire franchisee’s business 

Section 13 We can match any bona fide offer for your business or for a 

controlling interest in your entity within 30 days from 

delivery of a complete and accurate copy of offer. 

o. Franchisor’s option to purchase 

franchisee’s business assets 

Section 15 Upon termination of the Franchise Agreement, we have the 

right to purchase any or all of your Restaurant’s assets by 

giving you notice within 10 days of termination/expiration, 

at fair market value.  Under the security agreement that may 

be provided for in the Franchise Agreement, we can 

foreclose and acquire the assets of your Restaurant if you 

default. 

p. Death or disability of franchisee Section 13 All rights in the Franchise Agreement must be assigned to an 

approved buyer within a reasonable time period not to exceed 

six months of death/disability. 

q. Non-competition covenants during the 

term of the franchise 

Section 9 No involvement in any competing business, regardless of its 

location. 

r. Non-competition covenants after the 

franchise is terminated or expires 

Section 15 You may not own, have direct or indirect interest in, or 

provide services/advice to any competing business or any 

entity which franchises or licenses a competing business for 

two years within your Protected Area or within five miles of 

any Costa Vida Restaurant.   

s. Modification of agreement Sections 10 

and 18 

Generally, no modifications except by written agreement 

signed by both parties.  However, the Operations Manual and 

Materials, Recipe Books, Training Manual, and the 

Franchise Website, cvfranchise.com, are subject to change 

by us.  We may also increase the NMF, LMF, or MAF 

contributions above the amount indicated with an affirmative 

vote by 51% of then existing franchised restaurants.  

t. Integration/merger clause Section 18 Only the terms of the Franchise Agreement, including 

Operations Manual, are binding (subject to state law).  Any 

other oral or written promises may be unenforceable.  

Nothing in the Franchise Agreement or any related 

agreement is intended to disclaim franchisor’s 

representations made in this Disclosure Document. 

u. Dispute resolution by litigation Section 17 Parties may resolve disputes through litigation. 

v. Choice of forum Section 17 Utah state court, and federal district court in Salt Lake City, 

Utah. 
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Provision Section in 

Franchise or 

Other 

Agreement 

Summary 

w. Choice of law Section 18 Utah law applies generally, unless governed by applicable 

franchise laws of other states. 

 

 

Area Development Agreement 

Provision Section in 

Area 

Development 

Agreement 

Summary 

a. Length of the Area Development 

Agreement term 

Section 2 Date in Exhibit A or date upon which developer opens 

cumulative number of restaurants in Exhibit A. 

b. Renewal or extension Section 2 No right to renew or extend. 

c. Requirements for franchisee to renew or 

extend 

Section 2 No right to renew or extend. 

d. Termination by franchisee None Not Applicable 

e. Termination by franchisor without cause None Not Applicable 

f. Termination by franchisor with cause Section 9 We can terminate only for specified causes. 

g. “Cause” defined – curable defaults Section 9 30 days to cure a breach of Area Development Agreement.  

30 days to discharge any petition in bankruptcy, dissolution, 

reorganization, or appointment of receiver or custodian. 

h. “Cause” defined – non-curable defaults Section 9 Failure to meet Development Schedule, misrepresentations or 

omissions, conviction of or plea of no contest to a felony, 

violation of any anti-terrorism law, unauthorized transfer, 

unauthorized disclosure of Confidential Information, 

repeated breaches of the agreements, breach of any Franchise 

Agreement or any other agreement between you, your 

Owners, or any of your Affiliates (as defined in the Area 

Development Agreement) and us; adverse franchise 

legislation. 

i. Franchisee’s obligations on termination / 

non-renewal 

Section 10 Comply with covenant not to compete. 

j. Assignment of contract by franchisor Sections 7 

and 12 

No restriction on our right to transfer or assign Franchise 

Agreement. 
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Provision Section in 

Area 

Development 

Agreement 

Summary 

k. “Transfer” by franchisee — defined Section 1 Includes sale, transfer, assignment, or other disposition of the 

agreement’s rights, or other ownership interest in you. 

l. Franchisor’s approval of transfer by 

franchisee 

Section 8 We have the right to approve all transfers but will not 

unreasonably withhold approval if certain conditions are 

satisfied.   

m. Conditions for franchisor’s approval of 

transfer 

Section 8 You must be in compliance with agreements; Transferee must 

qualify, complete training, and sign existing agreement and 

other related agreements; all your Restaurants must be 

transferred to the Franchisee; transfer fee must be paid; you 

must subordinate debts and sign a general release and non-

compete agreement; there must be no adverse franchise 

legislation; and you must do other things we may reasonably 

request. 

n. Franchisor’s right of first refusal  Section 8 We can match any bona fide offer for your business or for a 

controlling interest in your entity within 30 days from 

delivery of a complete and accurate copy of offer. 

o. Death or disability of franchisee Section 8 All rights in the Area Development Agreement must be 

assigned to the approved buyer within a reasonable time 

period not to exceed six months of death/disability. 

p. Non-competition covenants during the 

term of the Area Development 

Agreement 

Section 6 No involvement in any competing business, regardless of its 

location; may not divert or attempt to divert business or 

customers to competing business. 

q. Non-competition covenants after the Area 

Development Agreement is terminated or 

expires 

Section 10 You may not own, have direct or indirect interest in, or 

provide services/advice to any competing business or any 

entity which franchises or licenses a competing business for 

2 years within your Protected Area or within five miles of any 

Costa Vida Restaurant.   

r. Modification of the Area Development 

Agreement 

Section 12 No modifications except by written agreement signed by both 

parties.   

s. Integration/merger clause Section 12 Only the terms of the Area Development Agreement are 

binding (subject to state law).  Any other oral or written 

promises may be unenforceable. 

t. Dispute resolution by litigation Section 11 Parties may resolve disputes through litigation. 

u. Choice of forum Section 11 Utah state courts, and federal district court in Salt Lake City, 

Utah. 
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Provision Section in 

Area 

Development 

Agreement 

Summary 

v. Choice of law Section 12 Utah law applies generally, unless governed by applicable 

franchise laws of other states. 

ITEM 18.  PUBLIC FIGURES 

We do not use any public figure to promote the sale of our franchises. 

ITEM 19.  FINANCIAL PERFORMANCE REPRESENTATIONS 

The FTC’s Franchise Rule permits a franchisor to provide information about the actual or potential financial 

performance of its franchised and/or franchisor-owned outlets, if there is a reasonable basis for the information, and 

if the information is included in the Disclosure Document.  Financial performance information that differs from that 

included in this Item 19 maybe given only if: (1) a franchisor provides the actual records of an existing outlet you 

are considering buying; or (2) a franchisor supplements the information provided in this Item 19, for example, by 

providing information about possible performance at a particular location or under particular circumstances. 

This Item sets forth certain historical revenue and expense information for all but two of the 86 of the Costa 

Vida Restaurants in operation in the U.S. for the entire twelve months of 2019.  (In addition to the 86 U.S. locations 

that were open for all of 2019, a total of 7 new Restaurants were opened in the U.S. during 2019, of which 5 are 

franchised locations owned by non-Affiliates of the Franchisor.) The information related to these 84 U.S. franchise 

locations is based on monthly profit and loss statements provided to us by our franchisees and has not been 

audited or otherwise verified by us. 

Some outlets have sold this amount.  Your individual results may differ.  There is no assurance that 

you’ll sell as much.  

Other than the information set forth below, Costa Vida does not furnish or authorize its employees or 

Affiliates to furnish spoken or written claims regarding financial performance, earnings, revenues or results that you 

are likely to obtain.  Costa Vida specifically instructs its employees and Affiliates that they are not permitted to make 

any such claims, other than the information set forth below, and you may not rely on any such claims if made. 

Written substantiation of the data presented in this financial performance representation will be made 

available to you upon reasonable request. 

Additionally, a caution regarding the financial performance information below appears at the end of the 

Table.  It is critical that you read and understand this caution. 

Table 1:  Fiscal Year 2019 Financial Performance 

 

The following table represents average 2019 financial performance for 84 Restaurants that operated in the 

United States for the entire year ending December 31, 2019.  While there were 97 Costa Vida restaurants operating 

as of December 31, 2019, 13 Restaurants have not been included because they (i) did not operate in the United States, 

(ii) did not operate or did not have complete information for the entire year ending December 31, 2019, or (iii) are 

non-traditional restaurants.  The data in Table 1 and Table 2 is grouped into three rows for the top 20, middle 44, and 
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bottom 20 locations based on average sales performance. Data in Table 3 shows the amount of the highest and lowest 

Net Sales figures for any Costa Vida location, as well as the average across all locations. 

 
Table 1 

 

Averages 

 

Average Unit 

Volume (AUV) 

 

EBITDAR 

 

COGS  

(% of 

AUV) 

 

Repairs & 

Maintenance 

(% of AUV) 

 

Labor 

(% of 

AUV) 

 

Supplies 

(% of 

AUV) 

 

Utilities 

(% of 

AUV) 

 

EBIDTAR 

(% of 

AUV) 

 

Top 20 $2,394,752 $527,113 29.2% 1.3% 24.6% 2.2% 1.9% 22.0% 

Middle 44 $1,467,153 $222,471 30.9% 1.6% 28.0% 2.8% 2.6% 15.2% 

Bottom 20 $840,220 $35,177 31.4% 1.4% 34.8% 2.9% 4.4% 4.2% 

 

 

Table 2 

 

 Table 3 

 COGS and  

Salaries Combined 

(% of AUV) 

 

  

Net Sales 

 

Top 20 53.8%  Highest $3,475,520  

Middle 44 58.9%  Average $1,538,740 

Bottom 20 66.2%  Lowest $535,925 

   Median $1,481,929 

 

 

 

 

Explanatory Notes to Tables 1, 2 and 3 

 

(1) All percentages given are a percentage of the AUV. 

(2) Variations in the sales levels of restaurants may occur due to the traffic where the restaurants are located, 

the populations and income of the immediate market area, the retail maturity in the area, the amount of 

competition in the area and numerous other factors. 

(3) AUV is the average annual restaurant sales for the applicable stores in each category.  AUV include sales 

of all food, beverages, promotional items, net of sales taxes, discounts and coupons. 

(4) COGS include all beverages, food, paper and distribution costs less supplier rebates. 

(5) Labor includes wages paid to all hourly and management employees working in the restaurant.  Your labor 

costs could vary depending on the prevailing wage rates in the area of the country in which a restaurant is 

located and the specific labor laws.   

(6) Repair & Maintenance costs include the cost of repair and maintenance of your facility and equipment. 

(7) Supplies costs include costs for operational supplies (including small wares and janitorial supplies) and 

uniforms. 

(8) Utilities includes costs for telephone, water, gas and electricity for the restaurant. 

(9) Restaurant EBITDAR equals Restaurant-level earnings before interest, income taxes, depreciation, 

amortization, and rent. 

(10) No amounts have been included for expenses a franchisee will likely incur for utilities, owners’ salaries, 

interest and debt service, legal fees and income taxes.  You will likely have such expenses, and to the 
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extent a franchisee expects to incur such expenses, the franchisee’s overall expenses will be higher than 

those reflected in the table. 

 

CAUTION 

Other than the preceding financial performance representation, Costa Vida, does not make any financial 

performance representations.  We also do not authorize our employees or representatives to make any such 

representations, either orally or in writing.  If you are purchasing an existing outlet, however, we may provide you 

with the actual records of that outlet.  If your receive any other financial performance information or projections of 

your future income, you should report it to the franchisor’s management by contacting Caleb Rutter, 3451 N. Triumph 

Blvd., Suite 105, Lehi, Utah 84043, (801) 797-2374, the Federal Trade Commission, and the appropriate state 

regulatory agencies.   

 

 

 

 

 

 

 

[The remainder of this page is intentionally left blank.] 
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ITEM 20.  OUTLETS AND FRANCHISEE INFORMATION 

Table No. 1 

For Years 2017 to 2019 

 

Column 1 

Outlet Type 

Column 2 

Year 

Column 3 

Outlets at the Start of 

the Year 

Column 4 

Outlets at the End of 

the Year 

Column 5 

Net Change 

Franchised 

2017 67 71 +4 

2018 71 69 -2 

2019 69 58 -11 

Affiliate-owned 

2017 16 23 +7 

2018 23 26 +3 

2019 26 39 +13 

Total Outlets 

2017 83 94 +11 

2018 94 95 +1 

2019 95 97 +2 

 

 

Table No. 2 

Transfers of Outlets from Franchisees to New Owners 

(Other than Costa Vida) For Years 2017 to 2019* 

Column 1 

State 

Column 2 

Year 

Column 3 

Number of Transfers 

   

  

  

 

Total 

 

2017 0 

2018 0 

2019 0 

 
*This table does not include: (a) one transfer in 2018 in the state of Montana from a franchisee to a new franchisee in which 

our Affiliate owns a majority interest; (b) one transfer in 2018 in the state of Arizona from a franchisee to a new franchisee in 

which our Affiliate owns a minority interest; or (c) 13 transfers in 2019 in the state of Utah from a franchisee to a new entity in 

which our Affiliate owns a majority interest and the franchisee retained a minority interest. 
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Table No. 3 

Status of Franchised Outlets 

For Years 2017 to 2019* 

Col. 1 

 

State 

Col. 2 

 

Year 

Col. 3 

 

Outlets 

at Start 

of Year 

Col. 4 

 

Outlets 

Opened 

Col. 5 

 

Terminations 

Col. 6 

 

Non- 

Renewals 

Col. 7 

 

Re-acquired 

by 

Costa Vida 

Col. 8 

 

Ceased 

Operations  

– Other 

Reasons 

Col. 9 

 

Outlets 

at End 

of the  

Year 

Arizona 

2017 5 1 0 0 0 0 6 

2018 6 0 0 0 1 0 5 

2019 5 0 0 0 0 0 5 

California 

2017 5 0 0 0 0 0 5 

2018 5 0 0 0 0 0 5 

2019 5 0 0 0 0 0 5 

Colorado 

2017 6 0 0 0 0 1 5 

2018 5 0 0 0 0 0 5 

2019 5 0 0 0 0 1 4 

Florida 

2017 1 0 0 0 0 0 1 

2018 1 0 0 0 0 1 0 

2019 0 0 0 0 0 0 0 

Idaho 

2017 7 0 0 0 0 0 7 

2018 7 1 0 0 0 0 8 

2019 8 1 0 0 0 0 9 

Illinois 

2017 1 0 0 0 0 0 1 

2018 1 0 0 0 0 0 1 

2019 1 0 0 0 0 1 0 

Kansas 

2017 0 1 0 0 0 0 1 

2018 1 0 0 0 0 0 1 

2019 1 0 0 0 0 0 1 

Minnesota 

2017 0 1 0 0 0 0 1 

2018 1 0 0 0 0 0 1 

2019 1 0 0 0 0 0 1 

Missouri 

2017 1 0 0 0 0 0 1 

2018 1 0 0 0 0 0 1 

2019 1 0 0 0 0 0 1 

Montana 

2017 0 1 0 0 0 0 1 

2018 1 0 0 0 1 0 0 

2019 0 0 0 0 0 0 0 

Nevada 

2017 3 0 0 0 0 0 3 

2018 3 0 0 0 0 0 3 

2019 3 0 0 0 0 0 3 

 

New Mexico 

2017 1 0 0 0 0 0 1 

2018 1 0 0 0 0 0 1 

2019 1 0 0 0 0 0 1 

Oregon 

2017 0 1 0 0 0 0 1 

2018 1 0 0 0 0 1 0 

2019 0 0 0 0 0 0 0 

Texas 

2017 3 0 0 0 0 0 3 

2018 3 1 0 0 0 0 4 

2019 4 2 0 0 0 0 6 

 

Utah 

2017 28 1 0 0 0 2 27 

2018 27 1# 0 0 1 0 27 

2019 27 2 0 0 13 0 16 

Washington 

2017 6 1 0 0 0 1 6 

2018 6 0 0 0 0 0 6 

2019 6 0 0 0 0 1 5 
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Col. 1 

 

State 

Col. 2 

 

Year 

Col. 3 

 

Outlets 

at Start 

of Year 

Col. 4 

 

Outlets 

Opened 

Col. 5 

 

Terminations 

Col. 6 

 

Non- 

Renewals 

Col. 7 

 

Re-acquired 

by 

Costa Vida 

Col. 8 

 

Ceased 

Operations  

– Other 

Reasons 

Col. 9 

 

Outlets 

at End 

of the  

Year 

Wyoming 

2017 0 1 0 0 0 0 1 

2018 1 0 0 0 0 0 1 

2019 1 0 0 0 0 0 1 

Totals 

2017 67 8 0 0 0 4 71 

2018 71 3 0 0 3 2 69 

2019 69 5 0 0 13 3 58 

 
*If multiple events occurred affecting an outlet, this table shows the event that occurred last in time. 
# This franchise was purchased by a franchisee from our Affiliate. 

 

 

Table No. 4 

Status of Affiliate-owned Outlets 

For Years 2017 to 2019 

 
Col. 1 

 

State 

Col. 2 

 

Year 

Col. 3 

 

Outlets 

at Start 

of Year 

Col. 4 

 

Outlets 

Opened 

Col. 5 

 

Outlets 

Reacquired 

from 

Franchisee 

Col. 6 

 

Outlets 

Closed 

Col. 7 

 

Outlets 

Sold to 

Franchisee 

Col. 8 

 

Outlets at 

End of 

the Year 

Arizona 
2018 0 1 1 0 0 2 

2019 2 1 0 0 0 3 

Colorado 

2017 1 2 0 0 0 3 

2018 3 0 0 0 0 3 

2019 3 0 0 0 0 3 

Montana 
2018 0 0 1 0 0 1 

2019 1 0 0 0 0 1 

Utah  

2017 11 3 0 0 0 14 

2018 14 0 1 0 1 14 

2019 14 1 13 1 0 27 

Washington 

2017 1 1 0 0 0 2 

2018 2 0 0 0 0 2 

2019 2 0 0 1 0 1 

Alberta, Canada 

2017 3 1 0 0 0 4 

2018 4 0 0 0 0 4 

2019 4 0 0 0 0 4 

 

Totals  

2017 16 7 0 0 0 23 

2018 23 1 3 0 1 26 

2019 26 2 13 2 0 39 

 

 

Table No. 5 

Projected Openings as of December 31, 2019 

 
Column 1 

 

 

State 

Column 2 

 

Franchise Agreements 

Signed But Outlet Not Opened 

Column 3 

 

Projected New 

Franchised Outlets in the Next 

 Fiscal Year 

Column 4 

 

Projected New 

Affiliate-owned Outlets in the 

Next Fiscal Year 

Idaho 1 1 0 
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Column 1 

 

 

State 

Column 2 

 

Franchise Agreements 

Signed But Outlet Not Opened 

Column 3 

 

Projected New 

Franchised Outlets in the Next 

 Fiscal Year 

Column 4 

 

Projected New 

Affiliate-owned Outlets in the 

Next Fiscal Year 

Michigan 1 1 0 

New Mexico 1 1 0 

Tennessee 1 1 0 

Texas 1 2 0 

Washington 1 1 0 

Utah 1 0 1 

Total  7 7 1 

 

Current Franchisee List 

The name, addresses, and telephone numbers of our franchisees and their Costa Vida Restaurants as of 

December 31, 2019 are listed in Exhibit B.   

Past Franchisee List 

The name, last known address and telephone number, if available, of every franchisee who has transferred a 

franchise, had a franchise business terminated, canceled, not renewed, or otherwise voluntarily or involuntarily ceased 

to do business under the Franchise Agreement during the last completed fiscal year or who has not communicated 

with Franchisor within 10 weeks of the date of this Disclosure Document are listed in Exhibit B.  If you buy this 

franchise, your contact information may be disclosed to other buyers when you leave the franchise system. 

 No franchisees have signed confidentiality clauses during the last three years that prevent them from speaking 

to prospective franchisees about their experience as a Costa Vida franchisee. 

ITEM 21.  FINANCIAL STATEMENTS 

Attached as Exhibit F are the audited financial statements of Costa Vida Management, LLC for the years 

ended December 31, 2017, December 31, 2018 and December 31, 2019.   

ITEM 22.  CONTRACTS 

Attached as Exhibits to this Disclosure Document are the following contracts and their attachments: 

Exhibit A Schedule of State Administrators and Agents for Service of Process 

Exhibit B List of Franchisees and Former Franchisees 

Exhibit C  Costa Vida Franchise Agreement 

Acknowledgment Addendum 

Ownership Addendum 

Guaranty 

Lease Addendum 

Investor Personal Covenants Regarding Confidentiality and Non-Competition 

Authorization Agreement for Prearranged Payments (Direct Debits) 

Site Selection Addendum 
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Assignment of Telephone Number(s) 

State Specific Addenda 

 

Exhibit D Costa Vida Area Development Agreement 

Development Area and Schedule 

Development Area Map 

Ownership Addendum 

Guaranty 

Investor Personal Covenant Regarding Confidentiality and Non-Competition 

State Specific Addenda 

Exhibit E Costa Vida Operations Manual Table of Contents 

Exhibit F Financial Statements 

Exhibit G State Specific Addenda 

Exhibit H Definitions 

Exhibit I State Effective Dates & Receipts 

 

ITEM 23.  RECEIPTS 

Exhibit I of this Disclosure Document is a detachable document acknowledging your receipt of this 

Disclosure Document.  The Federal Trade Commission requires that you promptly sign and return one copy of the 

Receipt to us.  This does not obligate you to purchase a franchise and it does not obligate us to sell you a franchise. 

 

 

 

[The remainder of this page is intentionally left blank.] 
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SCHEDULE OF STATE ADMINISTRATORS AND AGENTS FOR SERVICE OF PROCESS 

 

STATE AGENTS FOR SERVICE OF 

PROCESS 

REGULATORY AUTHORITIES 

CALIFORNIA California Commissioner of 

Corporations: 

 

Los Angeles: 

320 West 4th Street, Suite 750 

Los Angeles, CA  90013-2344 

(213) 576-7505 or (866) 275-2677 

 

Sacramento: 

1515 K Street, Suite 200 

Sacramento, CA  95814-4052 

(916) 445-7205 or (866) 275-2677 

 

San Diego: 

1350 Front Street, Suite 2034 

San Diego, CA  92101-3697 

(619) 525-4233 or (866) 275-2677 

 

San Francisco: 

71 Stevenson Street, Suite 2100 

San Francisco, CA  94105-2980 

(415) 972 8559 or (866) 275-2677 

Corporations Commissioner 

Department of Corporations 

320 West 4th Street, Suite 750 

Los Angeles, CA  90013-2344 

(213) 576-7505 or (866) 275-2677 

 

CONNECTICUT Connecticut Department of Banking 

260 Constitution Plaza 

Hartford, CT  06103-1800 

(860) 240-8230 

Banking Commissioner 

260 Constitution Plaza 

Hartford, CT  06103-1800 

(860) 240-8230 

FLORIDA [Not Applicable] Senior Consumer Complaint Analyst 

Department of Agriculture and 

Consumer Services 

Division of Consumer Services 

2005 Apalachee Pkwy. 

Tallahassee, Florida 32399-6500 

(850)-922-2966 or (850) 488-2221 

 

HAWAII Commissioner of Securities 

Department of Commerce and 

Consumer Affairs 

Business Registration Division 

335 Merchant Street, Room 203 

Honolulu, HI  96813 

(808) 548-2021 

Commissioner of Securities 

Department of Commerce and 

Consumer Affairs 

Business Registration Division 

335 Merchant Street, Room 203 

Honolulu, HI  96813 

(808) 586-2722 
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STATE AGENTS FOR SERVICE OF 

PROCESS 

REGULATORY AUTHORITIES 

ILLINOIS Illinois Attorney General 

Franchise Division 

500 South Second Street 

Springfield, IL  62706 

(217) 782-4465 

Chief, Franchise Bureau 

Illinois Attorney General 

100 W. Randolph Street 

Chicago, IL  60601 

(312) 814-3892 

INDIANA Secretary of State 

Administrative Offices of the 

Secretary of State 

Room E-111 

302 West Washington Street  

Indianapolis, IN  46204 

(317) 232-6681 

Securities Commissioner 

Securities Division 

Room E-111 

302 West Washington Street  

Indianapolis, IN  46204 

(317) 232-6681 

IOWA [Not Applicable] Director of Regulated Industries Unit 

Iowa Securities Bureau 

340 East Maple 

Des Moines, Iowa 50319-0066 

(515) 281-4441 

MARYLAND Maryland Securities Commissioner 

Securities Division 

200 St. Paul Place 

Baltimore, MD  21202-2020 

(410) 576-6360 

Office of the Attorney General 

Securities Division 

200 St. Paul Place 

Baltimore, MD  21202 

(410) 576-6360 

MICHIGAN Michigan Department of Commerce, 

Corporations and Securities Bureau 

525 W. Ottowa 

670 Law Building 

Lansing, MI  48913 

(517) 373-7117 

Franchise Administrator 

Consumer Protection Division 

Antitrust and Franchise Unit 

Michigan Department of Attorney 

General 

525 W. Ottowa 

670 Law Building 

Lansing, MI  48913 

(517) 373-7117 

MINNESOTA Minnesota Department of Commerce 

85 7th Place East, Suite 280 

St. Paul, MN  55101-2198 

(651) 539-1600 

Minnesota Department of Commerce 

85 7th Place East, Suite 280 

St. Paul, MN  55101-2198 

(651) 539-1600 
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STATE AGENTS FOR SERVICE OF 

PROCESS 

REGULATORY AUTHORITIES 

NEBRASKA [Not Applicable] Staff Attorney 

Department of Banking and Finance 

Commerce Court 

1230 “O” Street, Suite 400 

PO Box 95006 

Lincoln, NE 68509-5006 

(402) 471-3445 

NEW YORK Secretary of State of the State of New 

York 

41 State Street 

Albany, NY  11231 

 

Assistant Attorney General 

Bureau of Investor Protection and 

Securities 

New York State Department of Law 

120 Broadway, 23rd Floor 

New York, NY  10271 

(212) 416-8211 

NORTH DAKOTA North Dakota Securities Department 

Fifth Floor 

600 East Boulevard 

Bismarck, ND  58505 

Franchise Examiner 

North Dakota Securities Department 

600 East Boulevard, 5th Floor 

Bismarck, ND  58505 

(701) 328-4712 

OREGON Director of Oregon Department of 

Insurance and Finance 

Corporate Securities Section 

Labor and Industries Building 

Salem, OR  97310 

(503) 378-4387 

Department of Consumer and Business 

Services 

Division of Finance and Corporate 

Securities 

Labor and Industries Building 

Salem, OR 97310 

(503) 378-4387 

RHODE ISLAND Director of Rhode Island Department of 

Business Regulation 

Division of Securities 

1511 Pontiac Avenue, 

John O. Pastore Complex–Bldg. 69-1 

Cranston, RI  02920 

(401) 462-9527 

Associate Director and 

Superintendent of Securities 

Division of Securities 

1511 Pontiac Avenue, 

John O. Pastore Complex–Bldg. 69-1 

Cranston, RI  02920 

(401) 462-9527 

SOUTH DAKOTA Department of Labor and Regulation 

Division of Securities 

124 South Euclid Suite 104 

Pierre SD 57501 

(605) 773-4823 

Franchise Administrator 

Division of Securities 

124 South Euclid Suite 104 

Pierre SD 57501  

(605) 773-4823 
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STATE AGENTS FOR SERVICE OF 

PROCESS 

REGULATORY AUTHORITIES 

TEXAS [Not Applicable] Secretary of State 

Statutory Document Section 

P.O. Box 12887 

Austin, TX  78711 

(512) 475-1769 

UTAH [Not Applicable] Division of Consumer Protection 

Utah Department of Commerce 

160 East Three Hundred South 

P.O. Box 45804 

Salt Lake City, Utah 84145-0804 

(801) 530-6601 

VIRGINIA Clerk of the State Corporation 

Commission 

1300 E. Main Street 

Richmond, VA  23219 

(804) 371-9672 

Chief Examiner/Investigator 

State Corporation Commission 

Division of Securities and Retail 

Franchising 

1300 E. Main Street 

Richmond, VA  23219 

(804) 371-9051 

WASHINGTON Director of Department of Financial 

Institutions 

Securities Division 

P.O. Box 9033 

Olympia, WA  98507-9033 

(360) 902-8760 

Administrator 

Dept. of Financial Institutions 

Securities Division 

150 Israel Rd. SW 

Olympia, WA  98501 

(360) 902-8760 

WISCONSIN Wisconsin Commissioner of Securities 

P.O. Box 1768 

345 W. Washington Avenue, 4th Floor 

Madison, WI  53703 

(608) 261-9555 

Franchise Administrator 

Securities and Franchise Registration 

Wisconsin Securities Commission 

345 W. Washington Avenue, 4th Floor 

Madison, WI  53703 

(608) 261-9555 

FEDERAL TRADE 

COMMISSION 

 Franchise Rule Coordinator 

Division of Marketing Practices 

Bureau of Consumer Protection 

Pennsylvania Avenue at 6th Street, 

NW 

Washington, D.C.  20580 

(202) 326-3128 
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LIST OF AFFLIATED & FRANCHISED STORES (AS OF DECEMBER 31, 2019) 
____________________________________________________________________________________________ 

 

ARIZONA 

 

Store #003 

Ola Nueva, L.L.C. 

1744 South Val Vista, Suite 107 

Mesa, AZ  85204 

(480) 633-8226 

 

Store #027 

CV Queen Creek, LLC 

CV Partners, LLC 

21152 E. Rittenhouse Rd. #106 

Queen Creek, AZ 85142 

(480) 888-7230 

 

Store #031 

Ola Nueva, L.L.C. 

1324 S. Rural Road 

Tempe, AZ 85281 

(408) 268-2111 

 

Store #118 

Oasis Foods, LLC 

4205 N. Campbell Ave. 

Tucson, AZ 85719 

(520) 638-5529 

 

Store #122 

Ola Nueva Gilbert LLC 

Ola Nueva, L.L.C. 

3175 Market Street 

Gilbert, AZ 85295 

(480) 857-1915 

 

Store #130 

Oasis Foods, LLC 

6307 E. Broadway Blvd. 

Tucson, AZ 85710 

(520) 345-5305 

 

Store #161 

CV Chandler, LLC 

CV Partners, LLC 

4010 S. Arizona Ave., #2 

Chandler, AZ 85248 

(480) 883-9844 

 

Store #162 

CV Glendale, LLC 

CV Partners, LLC 

7280 W. Bell Road Suite 100 

Glendale, AZ 85308 

(623) 334-6772 

 

 

CALIFORNIA 

 

Costa Vida Store #017 

YC Partners, LLC 

NorCal Restaurant Holdings, LLC 

1074 Harter Rd., #101B 

Yuba City, CA 95993 

(530) 673-9283 

 

Store #021 

Eureka 21 Partners, LLC 

NorCal Restaurant Holdings, LLC 

1475 Eureka Road, #100 

Roseville, CA 95661 

(916) 773-9283 

 

Store #098 

Olson 98 Partners, LLC 

NorCal Restaurant Holdings, LLC 

10831 Olson Drive 

Rancho Cordova, CA 95670 

(916) 631-4229 

 

Store #120 

Bidwell 104 Partners, LLC 

NorCal Restaurant Holdings, LLC 

2791 East Bidwell Street, Suite 100B 

Folsom, CA 95630 

(916) 597-1008 

 

Store #132 

Auburn 105 Partners, LLC 

NorCal Restaurant Holdings, LLC 

11825 Willow Creek Drive 

Auburn, CA 95603 

(888) 212-1533 

 

 

COLORADO 
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Store #012 

TSM Properties, LLC 

CVCS, LLC 

10005 Commons Street, Suite 280 

Lone Tree, CO  80124 

(720) 895-3663 

 

Store #095 

CV Grand Junction, LLC 

CV Holdings, LC 

2430 Patterson Road, Unit A 

Grand Junction, CO 81505 

(970) 639-9562 

 

Store #119 

CVCS, LLC 

122 Tracker Drive  

Colorado Springs, CO 

(719) 481-6782 

 

Store #129 

Los Amigos Cinco Westminster, Inc. 

Los Amigos Cinco, LLC 

14315 Orchard Parkway, Suite 100 

Westminster, CO 80023 

(303) 254-4400 

 

Store #133 

Los Amigos Cinco Smoky Hill, Inc. 

Los Amigos Cinco, LLC 

23870 East Smoky Hill Road, Suite 30 

Aurora, CO 80016 

(303) 690-6130 

 

Store #138 

CV Northfield, LLC 

CV Holdings, LC 

9135 E. Northfield Blvd., Suite 100 

Denver, CO 80238 

(720) 543-0655 

 

Store #146 

CV Arvada, LLC 

CV Holdings, LC 

7450 A West 52nd Ave., Suite 110 

Arvada, CO 80002 

(720) 543-0654 

 

 

IDAHO 

  

Store #014 

Ultimate Seven, LLC 

3340 North Eagle Rd 

Meridian, ID  83642 

(208) 887-3853 

 

Store #028 

Second Wind Idaho, LLC 

170 Bullock Street 

Chubbuck, ID 83202 

(208) 237-5555 

 

Store #054 

Second Wind Idaho, LLC 

2690 E. Sunnyside Road 

Ammon, ID  83406 

(208) 529-4188 

 

Store #055 

Second Wind Idaho, LLC 

485 N. 2nd E. #108 

Rexburg, ID  83440 

(208) 356-7733 

 

Store #070 

Ultimate Seven, LLC 

801 W. Main 

Boise, ID  83702 

(208) 429-4109 

 

Store #075 

Ultimate Seven, LLC 

1850 Caldwell Blvd. 

Nampa, ID 83651 

(208) 466-3005 

 

Store #102 

Ultimate Seven, LLC 

1239 Pole Line Rd. #301 

Twin Falls, ID 83301 

(208) 944-9593 

 

Store #157 

Ultimate Seven, LLC 

4363 W. Gray Fox Street, Suite 101 

Eagle, ID 83616 

(208) 884-8291 
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Store #169 

BCV, LLC 

170 E. 5th Street 

Burley, ID 83318 

(208) 572-7200 

 

 

KANSAS 

 

Store #153 

BB Magical Fruit Two, LLC 

8093 W. 159th Street 

Overland Park, KS 66223 

(913) 685-8432 

 

 

MINNESOTA 

 

Store #152 

CV MN, LLC 

15678 Pilot Knob Road, Suite 130 

Apple Valley, MN 

(952) 595-6333 

 

 

MISSOURI 

 

Store #069 

BB Magical Fruit, LC 

115 Highway 291 

Lee’s Summit, MO  64063 

(816) 525-8432 

 

 

MONTANA 

 

Store #137 

CV Kalispell, LLC 

CV Holdings, LC 

2286 Highway 93 North, #D101 

Kalispell, MT 59901 

(406) 314-4831 

 

 

NEVADA 

 

Store #089 

Desert Rock Management, LLC 

4965 S. Virginia Street 

Reno, NV 89502 

(775) 825-0405 

 

Store #093 

Desert Rock Management, LLC 

1664 Thomas H. Gallagher Way, Suite 100 

Elko, NV 89801 

(775) 777-3555 

 

Store #121 

Desert Rock Management, LLC 

2955 N. McCarran Road, Ste. 101-102 

Sparks, NV 89431-1886 

(775) 352-9219 

 

 

NEW MEXICO 

 

Store #023 

Hatch Coast, LLC 

4009 East Main Street 

Farmington, NM  87402 

(505) 324-0248 

 

 

TEXAS 

 

Store #020 

Texas CV, LLC  

5615 Colleyville Blvd. Ste. 390 

Colleyville, TX  76034 

(817) 656-1700 

 

Store #092 

CV Alliance, LLC 

9530 Feather Grass Lane, Ste. 180 

Ft. Worth, TX 76177 

(817) 750-1775 

 

Store #131 

CVCC of Texas, LLC 

8315 Preston Road 

Plano, TX 75024 

(214) 945-4200 
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Store #158 

Splash Fam LLC 

2628 Long Prairie Road, #110 

Flower Mound, TX 75022 

(469) 990-3020 

 

Store #159 

CV Mansfield LLC 

Costa ROCC, LLC 

3131 E. Broad Street 

Mansfield, TX 76063 

(817) 592-1622 

 

Store #165 

MICAP, LLC 

4410 114th Street, Suite 200 

Lubbock, TX 79424 

(806) 368-8390 

 

 

UTAH 

 

Store #001 

Playa del Sol Layton, LLC 

Playa del Sol Restaurant Group Inc. 

768 West 1425 North 

Layton, UT  84041 

(801) 773-9935 

 

Store #002 

Costa Vida of Provo, LLC 

CV Holdings, LC  

1200 North University Avenue 

Provo, UT  84604 

(801) 373-1876 

 

Store #004 

CV Salt Lake Gateway, LLC 

CV Holdings, LC 

169 Rio Grande Street   

Salt Lake City, UT  84101 

(801) 456-8432 

 

Store #005 

Playa del Sol South Ogden, LLC 

Playa del Sol Restaurant Group Inc. 

1675 Skyline Drive 

South Ogden, UT  84403 

(801) 475-8435 

 

Store #006 

Cedar Costa, LLC 

CV Holdings, LC 

1351 South Providence Center Drive 

Cedar City, UT  84720 

(435) 586-1616 

 

Store #007 

Four Winds Investments, LLC 

1309 North Main Street 

Logan, UT  84341 

(435) 755-0077 

 

Store #009 

CV of Orem, LLC 

CV Holdings, LC 

1623 N State Street 

Orem, UT  84057 

(801) 802-8432 

 

Store #010 

CV Sandy2, LLC 

CV Holdings, LC 

10360 South State Street 

Sandy, UT  84070 

(801) 542-7030 

 

Store #013 

CV Foothill, LLC 

CV Holdings, LC 

1414 S. Foothill Blvd 

Salt Lake City, UT  84108 

(801) 582-7873 

 

Store #022 

Playa del Sol Ogden, LLC 

Playa del Sol Restaurant Group Inc. 

334 23rd Street 

Ogden, UT  84403 

(801) 393-8432 

 

Store #024 

Playa del Sol Bountiful, LLC 

Playa del Sol Restaurant Group Inc. 

501 West 2600 South 

Bountiful, UT  84010 

(801) 294-4370 
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Store #026 

CV American Fork, LLC 

CV Holdings, LC 

643 W. Pacific Drive 

American Fork, UT 84003 

(801) 492-6782 

 

Store #029 

Playa del Sol Tooele, LLC 

Playa del Sol Restaurant Group Inc. 

1197 N. Main Street 

Tooele, UT  84074 

(435) 843-8432 

 

Store #030 

Playa del Sol Clinton, LLC 

Playa del Sol Restaurant Group Inc. 

1952 North 2000 West 

Clinton, UT  84015 

(801) 825-7744 

 

Store #033 

Playa del Sol Centerville, LLC 

Playa del Sol Restaurant Group Inc. 

639 West Marketplace Drive 

Centerville, UT  84014 

(801) 298-0505 

 

Store #037 

CV Murray, LLC 

CV Holdings, LC 

4361 South State Street 

Murray, UT  84107 

(801) 268-6200 

 

Store #038 

CV Sandy1, LLC 

CV Holdings, LC 

1902 East 9400 South 

Sandy, UT  84093 

(801) 676-4321 

 

Store #040 

CV Draper 123rd, LLC 

Utah 5, LLC 

213 East 12300 South 

Draper, UT  84020 

(801) 523-6000 

 

Store #041 

CV Riverton, LLC 

CV Holdings, LC 

3728 West 13400 South., #105 

Riverton, UT  84065 

(801) 446-8000 

 

Store #042 

CV West Jordan, LLC 

CV Holdings, LC 

3812 West 7800 South 

West Jordan, UT  84084 

(801) 260-1400  

 

Store #046 

CV Orem Mall, LLC 

CV Holdings, LC 

575 E. University Parkway, Suite B-1 

Orem, UT 84097 

(801) 225-5220 

 

Store #047 

CV of UVU, LLC 

CV Holdings, LC 

800 W. University Parkway 

Orem, UT  84058 

(801) 717-2471 

 

Store #048 

CV of PG, LLC 

CV Holdings, LC 

881 West State Street, #120 

Pleasant Grove, UT  84062 

(801) 785-8180 

 

Store #049 

CV St. George Bluff, LLC 

CV Holdings, LC 

1091 N. Bluff Street #103 

St. George, UT  84790 

(435) 688-7070 

 

Store #050 

CV St. George Washington, LLC 

CV Holdings, LC 

2376 Red Cliffs Drive #401 

St. George, UT  84790 

(435) 986-1122 
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Store #068 

CV of Spanish Fork, LLC 

CV Holdings, LC 

597 East 1000 North 

Spanish Fork, UT 84660 

(801) 798-6330 

 

Store #071 

Playa del Sol Riverdale, LLC 

Playa del Sol Restaurant Group Inc 

4189 Riverdale Road, Building B-5 

Ogden, UT  84405 

(801) 392-8432 

 

Store #076 

CV of Lehi, LLC 

CV Holdings, LC 

3750 N. Thanksgiving Way, Ste. E 

Lehi, UT 84043 

(801) 753-5550 

 

Store #079 

Desert Rock Management, LLC 

1060 South Hwy 99 

Fillmore, UT  84631 

(435) 743-5782 

 

Store #097 

Playa del Sol Farmington, LLC 

Playa del Sol Restaurant Group Inc 

310 N. Central Avenue 

Station Park Mall 

Farmington, UT 84025 

(801) 451-2575 

 

Store #100 

CV 104th, LLC 

CV Holdings, LC 

10384 S. River Heights Dr., Ste. 106 

South Jordan, UT 84095 

(801) 446-2924 

 

Store #103 

Desert Rock Management, LLC 

950 W. 1350 South 

Richfield, UT 84701 

(435) 896-4539 

 

Store #123 

CV Riverwalk, LLC 

CV Holdings, LC 

7101 S. Bingham Junction Blvd. 

Midvale, UT 84047 

(801) 566-1437 

 

Store #124 

Playa del Sol Brigham City, LLC 

Playa del Sol Restaurant Group Inc. 

894 W. 1150 South, Suite 108 

Brigham City, UT 84302 

(435) 723-1780 

 

Store #127 

CV of Payson, LLC 

CV Holdings, LC 

818 Turf Farm Road 

Payson, UT 84651 

(801) 754-4790 

 

Store #147 

CV Lehi CP, LLC 

CV Holdings, LC 

1578 E. 3500 North, Suite 101 

Lehi, UT 84043 

(385) 336-7044 

 

Store #149 

CV Hurricane LLC 

CV Holdings, LC 

845 State Street 

Hurricane, UT 84737 

(435) 635-4007 

 

Store #150 

CV Saratoga, LLC 

CV Holdings, LC 

731 N. Redwood Road, Suite 110 

Saratoga Springs, UT 84045 

(385) 429-8990 

 

Store #154 

CV Salt Lake City Creek, LLC 

CV Holdings, LC 

60 E. South Temple, Suite 175 

Salt Lake City, UT 84111 

(385) 429-8991 

 

Store #156 
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GBDB G&G of Utah LLC 

Desert Rock Management, LLC 

375 N. Terminal Drive 

Salt Lake City, UT 84116 

(801) 322-6592 

 

Store #160 

CV Daybreak, LLC 

Utah 5, LLC 

5440 W. Daybreak Parkway 

South Jordan, UT  84009 

(801) 352-4159 

 

Store #166 

Playa del Sol Kaysville, LLC 

Playa del Sol Restaurant Group Inc 

1346 W. 200 North 

Kaysville, UT 84037 

(801) 513-5525 

 

Store #167 

Four Winds Investments, LLC 

756 South Main Street 

Logan, UT  84321 

(435) 477-6560 

 

 

WASHINGTON 

 

Store #067 

Cazier Enterprises, Inc. 

4309 West 27th Place 

Bldg. C, Suite 102-103 

Kennewick, WA  99336 

(509) 572-2235 

 

Store #074 

Cazier Enterprises, Inc. 

95 Gage Blvd. 

Richland, WA  99352 

(509) 572-2370 

 

Store #099 

Cazier Enterprises, Inc. 

3015 Duportail Street, Ste. A 

Richland, WA 99352 

(509) 783-0543 

 

Store #126 

CV Vancouver Cascade, LLC 

CV Holdings, LC 

11909 SE Mill Plain Blvd., Suite 200 

Vancouver, WA 98684 

(360) 980-8178 

 

Store #140 

Cazier Enterprises, Inc. 

9412 N. Newport Highway 

Spokane, WA 99218 

(509) 315-8710 

 

Store #144 

Cazier Enterprises, Inc. 

10 N. Sullivan Rd., #103 

Spokane Valley, WA 99037 

(509) 474-0766 

 

 

WYOMING 

 

Store #141 

Young Edge, LLC 

96 N. 2nd Street 

Evanston, WY 82930 

(307) 789-2089 

 

 

CANADA 

 

Store #082 

CV Southland, LP 

CV Holdings, LC 

640 – 9737 Macleod Trail SW 

Calgary, AB T2J 0P6 

(587) 352-0706 

 

Store #083 

CV Airdrie, LP 

CV Holdings, LC 

1900, 705 Main Street 

Airdrie, AB  T4B 3K3  

(403) 948-0345 
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Store #084 

CV Southern Alberta, LP 

CV Holdings, LC 

2118 – 8650 112th Avenue NW 

Calgary, AB T3R 0R5 

(403) 460-7914 

 

Store #142 

CV South Trail, LP 

CV Holdings, LC 

503-4700 130th Ave. SE 

Calgary, AB T2Z 4E7 

(403) 668-5398

 

_________________________________________________________________________________________ 

 

LIST OF FORMER FRANCHISEES (AS OF DECEMBER 31, 2019) 

 

The name, last known address and telephone number, if available, of every franchisee who has had a franchise 

business terminated, canceled, not renewed, or otherwise voluntarily or involuntarily ceased to do business under the 

Franchise Agreement during the last completed fiscal year or who has not communicated with Franchisor within 10 

weeks of the date of this Disclosure Document are listed below.  If you buy this franchise, your contact information 

may be disclosed to other buyers when you leave the franchise system. 

 

Spencer Bowen 

Gary Breen Smith 

Disciple Foods, LLC * 

10005 Commons St., #280 

Lone Tree, CO 80124 

(303) 725-0997 

Nayan Shah 

Seva Vida, LLC 

205 W. Randolph, Suite 1450 

Chicago, IL 60606 

(312) 641-3372 

 

Russ Cazier 

Cazier Enterprises, Inc. * 

2798 Katie Road 

Kennewick, WA 99338 

(509) 948-3786 

 

 
*  These franchisees closed or transferred one or more franchises but still own and operate other franchises. 
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Fax - (801) 931-2455 
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COSTA VIDA® FRANCHISE AGREEMENT 

This Franchise Agreement (the “Agreement”) is made and entered into as of [EFFECTIVE 

DATE], by and between Costa Vida Management, LLC, a Utah limited liability company, with its principal 

place of business at 3451 N. Triumph Blvd., Suite 105, Lehi, Utah 84043 (“we”, “us”, the “Company” or 

“Franchisor”) and [FRANCHISEE NAME], [FRANCHISEE ENTITY TYPE] 

(“you” or “Franchisee”) whose principal address is [FRANCHISEE ADDRESS]. The Company 

and Franchisee are sometimes collectively referred to in this Agreement as the “Parties” and each individually 

as a “Party.” 

1. INTRODUCTION 

A. COSTA VIDA RESTAURANTS.  

We own, operate, and franchise Costa Vida Restaurants specializing in the sale of Mexican food, 

desserts, beverages, and other menu items using distinctive Proprietary Ingredients and methods of food 

preparation and merchandise related to the Costa Vida concept, as we may periodically authorize. We, or our 

Affiliates, have developed and own a comprehensive system for developing and operating Costa Vida 

Restaurants, which includes, without limitation: trademarks; building designs and sample layouts; equipment; 

ingredients, specifications, and recipes for authorized food products; methods of inventory control; training 

programs; and certain operational and business standards and policies, all of which we may improve, further 

develop or otherwise modify. 

B. YOUR ACKNOWLEDGEMENTS.  

You acknowledge that you have read and understood this Agreement, our Franchise Disclosure 

Document, and agreements relating hereto, if any. You acknowledge that you have had ample time and 

opportunity to consult advisors of your own choosing about the potential benefits and risks of entering 

into this Agreement. By signing this Agreement, you understand that the Costa Vida concept offers a high-

quality, quick-casual dining experience. You accept the proposition that to deliver that experience requires a 

different approach to the quality of food products, level of design, environment, and customer experience 

(impacted by the quality of people and training) not typically found in quick-service food establishments. You 

understand the terms, conditions, and covenants of this Agreement and accept them as being reasonably 

necessary to maintain the uniformity of our high-quality standards at all Costa Vida Restaurants to protect and 

preserve the goodwill of the Marks and the integrity of the System. You have conducted an independent 

investigation of the business contemplated by this Agreement and recognize that the restaurant industry is highly 

competitive, with constantly changing market conditions and consumer tastes. You recognize that the nature of 

Costa Vida Restaurants may change over time, that an investment in Costa Vida Restaurant involves business 

risks, and that the success of the venture is largely dependent on your own business abilities, efforts, and 

financial resources.  

Except as expressly set forth in Item 19 of the Franchise Disclosure Document provided to you prior to 

the execution of this Agreement, we expressly disclaim the making of, and you acknowledge that you have not 

received or relied upon, any representation, guaranty, or warranty expressed or implied, as to the sales volume, 

income, earnings, expenses, revenues, profits or success of Costa Vida Restaurants or the business venture 

contemplated by this Agreement or the extent to which we will continue to develop and expand the network of 

Costa Vida Restaurants. You further acknowledge that you have not received or relied on any representations 

about the franchise, the Company, or its franchising program or policies from us or our officers, directors, 

shareholders, employees, or agents that are contrary to the statements made in our Franchise Disclosure 

Document or the terms of this Agreement. Any information acquired by you from other Costa Vida franchisees 

relating to sales, income, earnings, expenses, revenues, profits or success of any franchised Costa Vida 

Restaurant does not constitute information obtained from us; nor do we make any representation as to the 

accuracy of any information. You acknowledge and agree that Costa Vida’s officers, directors, employees, and 
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agents act only in a representative, and not in a personal, capacity in connection with any of our dealings with 

you.  

C. YOUR REPRESENTATIONS. 

You and your Owners jointly and severally represent and warrant to us that: (1) neither you nor any of 

your Owners has made any untrue statement of any material fact or has omitted to state any material fact in the 

written information you have submitted in obtaining the rights granted hereunder; (2) neither you nor any of 

your Owners has any direct or indirect legal or beneficial interest in any business that may be deemed a 

Competitive Business, except as you have otherwise completely and accurately disclosed in writing to us in 

connection with obtaining the rights granted hereunder; and (3) the signing and performance of this Agreement 

will not violate any other agreement to which you or any of your Owners may be bound. You recognize that we 

have signed this Agreement in reliance on all of the statements you and your Owners have made in writing in 

connection with this Agreement. 

D. CERTAIN DEFINITIONS. 

The terms listed below have the meanings which follow them and include the plural as well as the 

singular. Other terms are defined elsewhere in this Agreement in the context in which they arise. 

“Affiliate” – Any person or entity that directly or indirectly owns or controls the referenced party; that is 

directly or indirectly owned or controlled by the referenced party, or that is under common control with 

the referenced party. The term “control” means the possession, directly or indirectly, of the power to 

direct or cause the direction of the management and policies of an entity, whether through ownership of 

voting securities, by contract or otherwise. 

“Affiliated Restaurant” – A Costa Vida Restaurant which an Affiliate of ours operates and in which we 

or our Affiliate owns a controlling interest. 

“Confidential Information” – Our proprietary and confidential information relating to the development 

and operation of Costa Vida Restaurants, including: (1) Operations Manual, Training Program Manual, 

and other manuals given to you, your Owners and business partners, and your Restaurant Personnel; 

(2) ingredients, recipes, and methods of preparation and presentation of authorized food and products, 

including, without limitation, the Recipe Books; (3) site selection criteria for Costa Vida Restaurants 

and plans and specifications for the development of Costa Vida Restaurants; (4) sales, marketing, and 

advertising programs and techniques for Costa Vida Restaurants; (5) identity of suppliers and 

knowledge of specifications, processes, procedures, and equipment, and pricing of authorized food 

products, materials, supplies, and equipment; (6) knowledge of operating results and financial 

performance of Costa Vida Restaurants, other than Costa Vida Restaurants you own; (7) methods of 

inventory control, storage, product handling, training and management relating to Costa Vida 

Restaurants; (8) computer systems and software programs used or useful in Costa Vida Restaurants 

including, without limitation, mobile applications and loyalty programs; and (9) any and all other 

information that we provide you that is labeled or considered proprietary or confidential or which would 

generally be regarded as confidential in the franchise-restaurant industry. 

“Costa Vida Products” – Products approved or required by us or our Affiliates for sale at or from Costa 

Vida Restaurants, including Mexican and southwestern cuisine, other food items, beverages, clothing, 

accessories, and other products approved by us or our Affiliates; provided that we have the right to 

modify and/or discontinue the use of any such products at any time and include additional or substitute 

products.  

“Costa Vida Restaurant” or “Restaurant” – A restaurant featuring Mexican fare with a custom 

prepared-to-order food service counter, or any other outlet selling any Costa Vida Products for on- or 

off-premises consumption and services, all as designated by us and developed and operated with our 

approval and consent, which we, or any of our Affiliates, own, operate or franchise and which uses the 

Marks and the System. 
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“Copyrights” – Works of authorship and other categories of work entitled to copyright protection that 

we license for use in connection with the operation of Costa Vida Restaurants and for which we or any 

of our Affiliates claim copyright protection. 

“Franchised Restaurant” – A Costa Vida Restaurant which is owned, controlled and operated by any 

person, persons, entity or entities other than us or our Affiliates pursuant to a Costa Vida franchise 

agreement duly executed by us and them. 

“Investor” – Each person or entity, other than the Operating Partner, that has a direct or indirect legal or 

beneficial ownership interest amounting to less than 10% of all ownership interests in you, if you are an 

entity. An Investor is not an Owner where such term is capitalized in this Agreement. 

“Marks” –The trademarks, trade names, service marks, logos and other commercial symbols which we 

authorize you to use to identify Costa Vida Products and/or services offered by Costa Vida Restaurants, 

including the trademarks and service marks COSTA VIDA and COSTA VIDA FRESH MEXICAN 

GRILL and the Trade Dress and the goodwill associated therewith; provided that we have the right to 

modify and/or discontinue the use of these trademarks, trade names, service marks, logos and other 

commercial symbols and the Trade Dress, and establish, in the future, additional or substitute 

trademarks, trade names, service marks, logos, commercial symbols or Trade Dress, all of which 

modifications, additions and substitutions shall immediately upon their use be deemed included within 

this definition. 

“Net Sales” – All revenues received or receivable by you as payment, whether in cash, credit, or other 

means of electronic payment or exchange, for sales of Costa Vida Products and any other items, goods 

and services made and offered in the operation of your Costa Vida Restaurant, whether or not these 

items are approved for sale from the Restaurant, including sales made at or away from your Restaurant. 

“Net Sales” excludes (i) all federal, state or municipal sales, use, or service taxes collected from 

customers and paid to the appropriate taxing authority, and (ii) declared tips, gratuities or service 

charges paid directly by customers to your employees or paid to you and promptly turned over to your 

employees in lieu of direct tips or gratuities. For items sold pursuant to coupons or other discounts 

(which must be approved by us), Net Sales also excludes the amount discounted from the purchase price 

of such items and from sales of pre-paid gift cards or certificates, but franchisees must pay royalties on 

revenues received on redemption of gift cards or certificates at their Restaurants. 

“Operating Partner” – The individual designated in Exhibit B hereto and any replacement thereof 

approved by us. 

“Operations Manual” – All information for the development, establishment and operation of a Costa 

Vida Restaurant which contains any mandatory or suggested standards, specifications or operating 

procedures, whether this information is communicated in writing and/or electronically (such as in 

bulletins, updates, guidelines, newsletters, emails, videotapes, audio tapes, compact discs, computer 

diskettes, CD-ROMs, presentations, limited access intranet sites, portable storage media, and alternative 

or supplemental means of communicating information by other media), all as supplemented and 

amended occasionally, including information with respect to training, management, quality assurance, 

health, safety, recruitment, security, site selection, site approval processes, standards, customer services, 

owner’s manuals, training manuals and other materials, approved suppliers, and operating system 

manuals. 

“Owner” – Each of your Operating Partner and each entity or person owning directly or beneficially 

10% or more of the ownership interests in you. If any Owner within the scope of this definition is itself 

an entity (including an Owner that is an Owner because of this sentence), the term “Owner” also 

includes Owners (as defined in the preceding sentence) in such entity. It is the intent of this definition to 

“trace back” and include within the definition of Owner all natural persons owning the requisite 

interests to qualify as Owners. 
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“Patents” – The current and future patents and patent applications, if any, that cover business methods, 

processes, products, structures, equipment, and designs that we license for use in connection with the 

operation of Costa Vida Restaurants. 

“Personnel” – All persons employed by you in connection with the development, management, or 

operation of your Restaurant, including persons in general/district management positions for your Costa 

Vida Restaurants if you have more than one, general managers, prep cooks, assistant managers, team 

trainers, shift supervisors, hourly associates, and all other persons who work in or for your Restaurant. 

“Recipe Books” – The proprietary recipes for the preparation of Costa Vida food which will be loaned 

to you as set forth in the Franchise Agreement. The Recipe Books may be updated or recalled from time 

to time, and at all times remain the property of Costa Vida. 

“Reporting Period” – A one-week period from 12:00 a.m., MST on Monday to 11:59 p.m., MST on 

Sunday. 

“Restricted Person” – You; each of your Owners; and the spouses, natural and adopted children, and 

siblings of any of you and your Owners.  

“System Standards,” “System” or “Costa Vida System” – The business formats, signs, equipment, 

methods, procedures, designs, layouts, specifications, and arrangements for developing and operating 

Costa Vida Restaurants, which include, without limitation: the Marks, Trade Dress, building design and 

layouts, equipment, ingredients, recipes, methods of preparation and specifications for authorized food 

products, training, methods of inventory control and certain operating and business standards and 

policies, all of which we may improve, further develop or otherwise modify. 

“Trade Dress” – The designs, color schemes, décor and images which we authorize you to use in the 

development and operation of Costa Vida Restaurants, which we or our Affiliates have the right to 

revise and further develop at any time. 

“Your Restaurant” – The Costa Vida Restaurant operated by you under this Franchise Agreement. 

2. GRANT OF RIGHTS. 

A. GRANT OF FRANCHISE. 

You have applied for the right to own and operate a Costa Vida Restaurant (the “Restaurant”) at and 

only at, the following location: [LOCATION] (the “Premises”). If a site has not yet been selected and 

approved as of the date of this Agreement, then you must sign and comply with the Site Selection Addendum 

attached hereto as Exhibit G. The site selected and approved pursuant to the Site Selection Addendum and 

Section 3.A below will upon approval be deemed the “Premises” for purposes of this Agreement. Subject to the 

terms and conditions of this Agreement, we grant you a non-exclusive right to operate your Restaurant at the 

Premises and to use the Marks in the operation of your Restaurant in accordance with the System Standards (the 

“Franchise”). During the Initial Term, as defined in Section 2.B below, the Company will not operate (directly 

or through an Affiliate), nor grant to another person the right to operate, any Costa Vida Restaurant located 

within one mile of the Premises, or as otherwise defined in the Site Selection Addendum attached as Exhibit G. 

Notwithstanding the foregoing, we have the right to operate (directly or through an Affiliate), and to 

grant to others the right to operate, within the Protected Area and elsewhere: (1) Costa Vida Restaurants or other 

retail food establishments using any part or all of the System Standards and/or Marks that are: (i) located within 

retail outlets, grocery stores, supermarkets, and other channels of distribution (including wholesale distribution 

of food products or merchandise to restaurants, supermarkets, grocery stores, caterers, Internet, catalogs, and 

other outlets); (ii) located at transportation facilities (such as airports, inter-metropolitan train and/or bus 

stations, turnpikes, or other limited-access highway rest stops), colleges, universities, sports arenas and 

entertainment facilities, where any locations or its food operations are controlled by a third party or in our 

judgment should be operated by a third party (collectively “Special Locations”); or (iii) Restaurants located in a 

motor vehicle such as a truck, van or similar vehicle; and (2) retail food establishments (including other non-
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Costa Vida restaurants) that we purchase that are part of another franchise system or chain, regardless of 

whether any or all of them are converted to Costa Vida Restaurants or continue to be operated independently. 

You have no right to construct or operate any additional, expanded or modified facilities on the 

Premises, nor any right to construct or operate a Costa Vida Restaurant at any location other than at the 

Premises. In addition, you have no right to sublicense pursuant to this Agreement. 

Notwithstanding the foregoing, if your Restaurant is to be operated in a shopping center or mall, you 

shall have exclusive rights to operate a Costa Vida Restaurant within that shopping center or mall during the 

term of this Agreement.  

B. INITIAL TERM. 

The initial term of this Agreement will be ten years, unless earlier terminated pursuant to the terms of 

this Agreement, commencing on the date of this Agreement (the “Initial Term”). This Agreement may be 

renewed as provided in Section 2.C below. This Agreement may be terminated before expiration of its term if: 

(i) the lease or sublease of the Premises is terminated, or you otherwise lose the rights to occupy the Premises, or 

(ii) this Agreement is otherwise terminated in accordance with Section 14 below. References in this Agreement 

to the “Term” of this Agreement mean the Initial Term and any renewal term. 

C. RENEWAL.  

If you are not in default at the time of exercise of a renewal option and at the time the Initial Term 

expires, you shall have the right, subject to the conditions contained in this Section, to renew this Agreement for 

your Restaurant on the terms and conditions of our then-current form of the Franchise Agreement, for an 

additional ten-year term, if upon expiration of the Term:  

(i) You give us written notice of your desire to renew your Agreement not less than six 

months nor more than twelve months before the expiration of the Initial Term; 

(ii) You sign our then-current form of Franchise Agreement, which may include different 

Royalty Fees and marketing fees, other fees and charges, and changes in performance criteria and in 

other terms and conditions and such other documentation as we reasonably require;  

(iii) At our request, you refurbish, remodel, redecorate, and renovate your Restaurant at the 

commencement of the renewal term to meet our then-current System Standards, including designs and 

service systems, trade dress and our then-current site criteria;  

(iv) You have complied with all of the material terms and conditions of this Agreement or 

any other agreement between you and us during the initial term, and you and your Owners have been in 

substantial compliance with this Agreement throughout the Term; 

(v) All monetary obligations owed by you to us, our Affiliates or your suppliers or 

creditors, whether pursuant to this Agreement or otherwise, have been satisfied before renewal, and 

have been paid in a timely manner throughout the Term; 

(vi) You have the right to continue to lease or own the location of the Premises for the 

duration of the renewal term; and 

(vii) You pay a renewal fee equal to the greater of the then-current initial franchise fee being 

charged by us, less the amount you paid to us as an initial fee when you purchased your franchise; 

$7,500; or such other amount which we may reasonably require in light of the circumstances at the time 

of renewal such as changes in the industry. 
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We will give you notice, not later than 60 days after receipt of your election to renew, of our decision 

whether or not you have the right to renew this Agreement pursuant to this Section 2.C.  

Failure by you and your Owners to sign the agreements called for in subparagraph (ii) above within 30 

days after delivery to you shall be deemed an election by you not to renew the franchise for your Restaurant. 

D. OUR RESERVATION OF RIGHTS.  

Except as otherwise expressly provided in this Agreement, we and all of our Affiliates (and our 

respective successors and assigns, by purchase, merger, consolidation, or otherwise) retain all of our rights and 

discretion with respect to the Marks, the System, and Costa Vida Restaurants anywhere in the world, and the 

right to engage in any business whatsoever, including the right to: (1) operate, and grant to others the right to 

operate, Costa Vida Restaurants at locations and on terms and conditions as we deem appropriate (which 

Restaurants you acknowledge may be in direct competition with your Restaurant), without regard to any adverse 

effects of these activities on your Restaurant and without any obligation or liability to you; (2) sell any products 

or services under any trade names, trademarks, service marks or trade dress, including the Marks, through other 

channels of distribution (including wholesale distribution of food products and merchandise to restaurants, 

supermarkets, grocery stores, caterers, Internet, catalogs, and other outlets); and (3) operate, and grant to others 

the right to operate, retail food establishments (including other non-Costa Vida restaurants) identified by trade 

names, trademarks, service marks or trade dress, other than the Marks, pursuant to these terms and conditions as 

we deem appropriate. You acknowledge and agree that, except as expressly provided to the contrary in Section 

2.A hereof, your rights hereunder shall be non-exclusive. You waive, to the fullest extent permitted under law, 

all claims, demands or causes of action arising from or related to any of the foregoing activities by us or any of 

our Affiliates.  

3. DEVELOPMENT AND OPENING OF YOUR RESTAURANT. 

A. SITE SELECTION. 

We will furnish you with our standard site-selection criteria and assistance for Costa Vida Restaurants, 

as we periodically may establish and modify. You may also at times, and at our discretion, be required to utilize 

the services of an Approved Supplier, to assist you in ascertaining the most viable site for your Costa Vida 

Restaurant. We may also provide such on-site evaluation of sites proposed pursuant hereto as we deem 

necessary or appropriate. If we deem it necessary to provide an on-site evaluation of a proposed site, you must 

coordinate and arrange for the visit by our representative, agent or Approved Supplier and may be required to 

pay the related travel expenses. These expenses may include airline and other transportation costs, meals, 

lodging and salaries.  

You must lease, sublease or purchase the Premises within 120 days after signing the Agreement, unless 

otherwise set forth in the Site Selection Addendum attached hereto as Exhibit G. We must approve the terms of 

any lease, sublease or purchase contract for the Premises, and you must deliver a copy to us for our approval 

before you sign it. You agree that any lease or sublease for the Premises must, in form and substance, be 

satisfactory to us and must include all of the provisions set forth on Exhibit D hereto or substantially similar 

provisions. You may not sign a lease, sublease or purchase contract or any modification thereof without our 

written approval. Our approval of the Premises is based upon, and made in reliance of, information you furnish 

and representations you make to us (all of which we assume you have carefully and fully considered in 

proposing the Premises to us) with respect to the size, appearance and other physical characteristics of the 

Premises, photographs of the Premises, and demographic characteristics, traffic patterns, competition from other 

businesses in the area and other commercial characteristics (including the purchase price, rental obligations, and 

other lease terms). Our approval of the Premises, lease, sublease, or purchase contract, and any information 

communicated to you regarding the Premises do not constitute an express or implied representation or warranty 

of any kind, including, but not limited to, the fairness of such lease, sublease or purchase contract, the suitability 

of the Premises for a Costa Vida Restaurant, or your ability to comply with the terms of the lease or for any 

other purpose. Our approval of the Premises, lease, sublease or purchase contract indicates only that we believe 
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that the Premises falls within our criteria as of the time period encompassing the evaluation. We do not, by 

virtue of approving the Premises, lease, sublease or purchase contract, assume any liability or responsibility to 

you or to any third parties. You acknowledge that you have the sole responsibility for obtaining the advice of 

your own professional advisors before you lease, sublease, or purchase the Premises.  

Upon submission of a proposed site for your Restaurant, you agree that you may be required to pay to us 

or our Designated Supplier (which may be an Affiliate) a lease-review fee that is in the amount equal to the 

market rate for similar services as determined by us. (“Lease Review Fee”). The Lease Review Fee pays the 

expenses incurred by us to review and (if we so choose) negotiate certain provisions of the lease. You agree that 

you are not a third-party beneficiary of the lease negotiation or review. You agree that any lease review will not 

constitute an express or implied representation or warranty of any kind, as to its fairness or as to the suitability 

of the Lease for a Costa Vida Restaurant or as to your ability to comply with the terms of the lease or for any 

other purpose. You agree that we do not guarantee that the terms, including rent, will represent the most 

favorable terms available in that market. We may charge you only one Lease Review Fee unless you refuse to or 

do not sign a lease that we have certified as acceptable for your Restaurant, and we are then required to engage 

in one or more additional lease reviews for your Restaurant, in which case you may have to pay us or our 

Designated Supplier an additional Lease Review Fee for each additional lease review. 

If a site for your Restaurant has not been agreed upon by the Parties by the time this Agreement is 

signed, you must sign and comply with the Site Selection Addendum attached as Exhibit G, and we will approve 

a site for your Restaurant in accordance with the provisions of this Section 3.A and the Site Selection 

Addendum: 

(1) You must submit to us, in accordance with procedures we periodically establish, a 

complete site proposal, (the “Site Proposal Package”), containing demographics information, traffic 

patterns, access, visibility, location of other retail food establishments (including other Costa Vida 

Restaurants) and size, condition, configuration, appearance and other physical characteristics of the site 

and all other information that we reasonably require for each site for a Costa Vida Restaurant that you 

propose to develop and operate and that you in good faith believe to conform to our then-current 

standard selection criteria for Costa Vida Restaurants; 

(2) We will approve or reject each site for which you submit to us a complete Site Proposal 

Package in accordance with subparagraph (1) above and, if we approve the site, we will do so by 

delivering our standard Site Approval Letter. Our Site Approval Letter, duly signed by us, is the 

exclusive means by which we approve a proposed site, and no other direct or indirect representation, 

approval or acceptance, whether in writing or verbally, by any of our officers, employees or agents, 

shall be effective or bind us. We will use all reasonable efforts to make a site approval decision and, if 

the site is approved, deliver a Site Approval Letter to you within 30 days after we receive the complete 

Site Proposal Package and any other materials we have requested. In deciding whether to approve or 

reject a site you propose, we may consider such factors as we, in our sole discretion, deem appropriate, 

including the general location and neighborhood, demographics information, traffic patterns, access, 

visibility, location of other retail food establishments (including other Costa Vida Restaurants) and size, 

condition, configuration, appearance and other physical characteristics of the site. Neither our approval 

of a proposed site, nor any information communicated to you regarding our standard site-selection 

criteria or your proposed site or the advice or recommendation of any Approved Suppliers constitutes a 

warranty or representation of any kind, express or implied, as to the suitability of the proposed site, but 

merely signifies that we are willing to grant the right to a franchise for a Costa Vida Restaurant at that 

location in accordance with the terms of this Agreement. You acknowledge that your decision to 

develop and operate a Costa Vida Restaurant at any site is based solely on your own independent 

investigation of the suitability of the site for a Costa Vida Restaurant. In consideration of our approval 

of a proposed site, you and your Owners agree to release us and our Affiliates, shareholders, members, 

officers, directors, employees, agents, successors and assigns from any and all loss, damages and 
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liability arising from or in connection with the selection and/or approval of such site for the 

development of a Costa Vida Restaurant. 

(3) You must provide any other information or materials as we may reasonably require, 

such as a letter of intent or other document which confirms your favorable prospects for obtaining the 

proposed site. 

B. ACQUISITION OR LEASE OF PREMISES. 

Unless you own the Premises, you must obtain any necessary lease or sublease for the Premises. Unless 

we otherwise agree in writing, we will not assist you in the process of obtaining and/or negotiating a lease or 

sublease for the Premises. In any event, you must obtain our approval of the terms of the lease or sublease, or 

purchase contract or any modification thereof, for the Premises before your signing of the lease or sublease. You 

agree not to sign a lease or sublease which we have disapproved, and you must deliver a copy of the signed, 

approved lease to us within five days after its signing. You agree that any lease or sublease for the Premises 

must, in form and substance satisfactory to us, include all of the provisions set forth on Exhibit D, unless 

otherwise approved by us. You agree to indemnify and hold us and our Affiliates harmless from any breach of 

the lease even though we or one of our Affiliates may elect to assume the lease upon your termination.  

If you, one of your Owners, or one of your Affiliates at any time owns the Premises, you must 

immediately notify us and we may require that you or such Owner or Affiliate (1) enter into an agreement with 

us in recordable form granting us the right and option, in the event of a termination (for whatsoever reason) of 

the Franchise Agreement, to lease the Premises at fair market rental rates for a term coterminous with the term 

of the Franchise Agreement for such Premises; or (2) enter into a prime lease with us at fair market rental rates 

for a term coterminous with the term of the Franchise Agreement for such Premises and a sublease with us on 

the same terms as the prime lease. The prime lease and sublease referenced in the preceding sentence shall be on 

the then-current lease and the sublease forms used by us.  

If the lease for your Restaurant is terminated at no fault of Franchisee, if the lease for your Restaurant 

expires, or if you lose possession on account of condemnation or eminent domain proceedings or because of fire 

or other casualty, you may move your Restaurant to another location chosen in accordance with our site 

evaluation and approval process found in Section 3.A above, provided that you comply with the following 

requirements: 

(1) The new location must be within the original Restaurant’s Protected Area, as 

determined by us. 

(2) The new location may in no case infringe upon a franchise agreement or other 

agreement applicable to another Restaurant. 

(3) You must pay us a relocation fee of $5,000. 

(4) Except in cases of fire or other casualty, you must initiate the site-approval process 

within 60 days after you lose possession of the premises. If your lease is terminated because of fire or 

other casualty, you must initiate the site-approval process within 120 days after the lease is terminated. 

  

C. DEVELOPMENT OF YOUR RESTAURANT. 

You must construct and develop your Restaurant and pay for all expenses associated with it and for 

compliance with the requirements of any applicable federal, state, or local law, code or regulation, including 

those concerning the Americans with Disabilities Act (“ADA”) or similar rules governing public 

accommodations for persons with disabilities. Once you have executed your lease for the Premises, you will 
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obtain the building design from your landlord and have your architect do a site survey to verify dimensions, 

from which a floor plan will be created. Once your architect has prepared the operational concept design of your 

Restaurant (the “Floor Plan”) according to our specifications, you will send the Floor Plan to us for review. If 

the Floor Plan is approved, it will be sent back to your architect, who will begin a full set of plans. If there are 

changes to the Floor Plan, we will highlight those changes and send them back to your architect to incorporate 

into the Floor Plan. Once the changes have been incorporated, your architect will send back the Floor Plan to us 

for final review and sign-off. If the Floor Plan is approved, your architect will then complete a full set of plans 

(the “Design”). You or your architect must send the Design to us upon completion of the Design and in any 

event prior to commencing construction. It will be your responsibility to ensure compliance with the 

requirements of any federal, state, or local laws, codes or regulations. You must modify the Design to ensure 

that all specifications comply with all applicable ordinances, building codes and permit requirements and any 

lease requirements and restrictions. We will submit the Floor Plan and specifications to our vendors for bidding 

on the furniture, fixtures, equipment and signs. We will gather the quotes from the vendors and compile a 

summary and email it along with the complete bids to your attention. Once you are ready to purchase your 

furniture, fixtures, equipment, and signs, we will request a deposit invoice from each vendor and forward it to 

you for payment directly to the vendor. You will have 30 days to pay the amount contained in the bids in 

accordance with the vendor’s instructions. We shall have the right to supervise and inspect all construction to 

ensure that all is proceeding as set out in the Design and specifications. You are not authorized to make any 

changes to the Design and/or specifications without our approval. 

We will furnish guidance to you in developing the Premises as we deem appropriate. We may 

periodically inspect the Premises during its development. We do not, by taking any of the actions set forth in 

this Section 3.C, assume any liability or responsibility to you or to any third parties. The approvals and 

inspections provided for in this Section 3.C shall be solely for the purpose of ensuring compliance with our 

standards and shall not be construed as any express or implied representation or warranty that your Restaurant 

complies with any applicable laws, codes or regulations (including the Americans with Disabilities Act or any 

other federal, state, or local law or ordinance regulating standards for the access to, use of, or modifications of 

buildings for any by persons whose disabilities are protected by law) or that the construction thereof is sound or 

free from defects. The Design and all prototype and modified plans and specifications for your Restaurant 

remain our sole and exclusive property, and you may claim no interest. 

Without limiting the foregoing, you will do or cause to be done the following with respect to 

development of your Restaurant: (1) obtain all required construction and sign permits and licenses; (2) complete 

the construction of all required improvements to the Premises and decorate the Premises; (3) purchase and 

install all fixtures, furnishings, equipment, signs, and the opening food and beverage inventory and operating 

supplies and other materials from sources approved or designated by the Company; and (4) obtain any required 

financing in connection with development of your Restaurant. You must complete development of and have 

your Restaurant opened to the public within 180 days after the Company gives its approval of the Premises and 

all required construction permits and licenses. Failure to timely open shall subject the Franchise Agreement to 

termination under Section 14. If you have not obtained legal possession of the Premises within 90 days of the 

date of the Site Approval Letter, we have the right to retract such approval. You acknowledge and agree that 

your Costa Vida Restaurant must be open and operating within 300 days after you sign this Agreement. You 

must start construction of your Restaurant within 60 days after you have leased, subleased or acquired the 

Premises. You must employ a general contractor acceptable to us. You must procure all applicable construction 

insurance in amounts and coverages acceptable to us. You must open your Restaurant within 10 days after the 

date construction is completed and all necessary approvals have been obtained. Any extensions of time are 

subject to our approval, which we may withhold at our discretion. You must provide us with weekly progress 

reports during the construction phase. These visits shall be at our expense, except for visits made at your 

request, which shall be at your expense. 

The requirement to complete construction of your Restaurant includes obtaining all required 

construction and occupancy licenses and permits, developing the Premises (including all outdoor features and 

landscaping of the Premises), installing all required fixtures, furnishings, equipment and signs, and doing all 
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other things as may be required pursuant to this Agreement or by practical necessity to have your Restaurant 

ready to open for business. Your Restaurant may not be opened for business until we have notified you that your 

Restaurant meets our requirements for opening. At the time the construction is completed, you must comply 

with the following requirements: 

(1) You must obtain all permits and certifications required for the lawful operation of your 

Restaurant, including a certificate of occupancy and health permits. You must certify in writing that all 

such permits and certificates have been obtained, or submit copies of such permits and certificates to us. 

You understand and acknowledge that we will not approve your Restaurant to be open for business until 

you make such certification or copies of permits and certificates. In either case, however, you must 

provide us a copy of the certificate of occupancy from the applicable municipal authority. 

(2) You must notify us of the date of completion of construction. You understand and 

acknowledge that you may not open your Restaurant for business unless you receive express written 

authorization from us by way of our standard Opening Approval Letter. You further acknowledge and 

agree that our authorization to open will be conditioned upon your strict compliance with the 

specifications of the approved final plans and with the System Standards. 

Following the opening of your Restaurant, you have 60 days to provide us with a complete and detailed 

statement of construction costs in a format prescribed by us. You must sign a verification that the information in 

such statement is complete and accurate. For the avoidance of doubt, failure to provide this statement and 

verification is a material default of this Agreement. 

Notwithstanding anything to the contrary contained in this Section 3.C, you shall not be deemed to be in 

breach of this Section 3.C if your failure to start construction, finish construction or open your Restaurant as 

provided above results solely from windstorms, rains, floods, earthquakes, typhoons, tsunamis, mudslides, fires, 

other natural disasters, or terrorist acts. Any delay resulting from any of these causes shall extend performance 

accordingly, in whole or part, as may be reasonable, except that no such causes shall extend performance more 

than 90 days without prior written consent, which consent may be withheld in our sole discretion. 

If, after you open, your Restaurant is damaged or destroyed by windstorms, rains, floods, earthquakes, 

typhoons, tsunamis, mudslides, fires, other natural disasters, or terrorist acts, or if you are required by any 

governmental authority to repair or reconstruct the Premises, you must repair or reconstruct your Restaurant in 

accordance with our then-current design standards. This repair or reconstruction must be completed within a 

reasonable time in light of the circumstances. If the repairs or reconstruction cannot be completed within 90 

days after the damage or destruction, then you will have 30 days after this event in which to apply for our 

approval to relocate your Restaurant or for additional time to reconstruct your Restaurant. This approval will not 

be unreasonably withheld, but may be conditioned upon the payment of an agreed minimum royalty while your 

Restaurant is not in operation. 

D. FURNISHINGS, FIXTURES, EQUIPMENT AND SIGNS; DEVELOPMENT SERVICES. 

You must purchase or lease all required furnishings, fixtures, equipment and signs for your Restaurant. 

You must purchase, lease, or use in the development and operation of your Restaurant only those brands, types 

or models of fixtures, furnishings, signs, supplies, services, and equipment and the design, architectural and 

construction services that the Company has approved. We will provide to you bids from our approved vendors 

for your furniture, fixtures, equipment and signs. Upon receipt by you of such bids, you will have 30 days to pay 

the amounts set forth on the bids for your furnishings, fixtures, equipment and signs. You will need to work with 

each vendor to make the deposit payment according to the individual vendor’s payment terms. Once payment 

has been received by the vendors, the lead time for procuring your items will begin. No vendors will order or 

ship any furnishings, fixtures, equipment or signs until payment has been received. You will be liable for any 

and all sales tax associated with the purchase or lease of such items. Occasionally, we may modify the list of 

approved types, brands, models and/or suppliers, and you may not, after receipt of notice of this modification, 
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reorder any type, brand or model from any supplier that is no longer approved. After your Restaurant opens, you 

agree not to alter its fixtures, equipment, signs, or furniture without our express prior written approval. 

You further agree to place or display at the Premises of your Restaurant only such signs, emblems, 

lettering, and logos that are periodically approved in writing by the Company. You must display in your 

Restaurant all (1) product identification materials; (2) point-of-purchase promotional materials; (3) promotional 

memorabilia, merchandise and prizes; and (4) other advertising and marketing materials we provide you 

pursuant to Section 10 below for use by Restaurants.  

In operating your Restaurant, you must purchase and use the number of electronic cash registers and 

other point-of-sale (POS) equipment necessary for the size of your Restaurant. We may require that you 

purchase a particular brand or model of electronic cash register or other POS equipment, and any electronic cash 

register or POS equipment that you use must be capable of collecting and generating sales data, category totals, 

transaction count totals and other information we periodically may reasonably require. You must record all sales 

on computer-based cash registers which are fully compatible with our computer systems and which include a 

seamless information interface capability of fully integrating electronically into our centralized computer 

system. You must purchase or lease, at your expense, POS and computer hardware and software systems and 

install a dedicated broadband Internet connection for service support and optional polling services, power lines, 

modems, printers, routers, network cards, and other computer-related accessories and peripherals as may be 

required for a standard interface, for the purpose of, among other functions, the recording and transmission of 

financial and customer data to centralized data collection systems. We may require you to use proprietary 

software and other computer systems which we periodically may prescribe, and you must promptly sign 

agreements and/or pay fees as may be required to integrate enterprise tools and procedures. 

You acknowledge and understand that we may transfer data and information from your Restaurant’s 

POS system and other systems via a remote-access web-based program, Internet, the Franchise Website, or other 

types of electronic data transfer (to “Poll”). You acknowledge that we have the right to Poll at any time, at our 

sole discretion, and you must set up your systems to maintain and facilitate this Polling. You acknowledge and 

agree that we have the right to review your sales numbers on a daily basis or as frequently as we deem 

appropriate. 

You must provide assistance as may be required to connect your Restaurant’s POS and computer 

systems with our centralized computer systems. We shall have the right to periodically retrieve such data and 

information from your computer system deemed necessary or desirable, and you must fully cooperate with such 

efforts. In view of the contemplated interconnection of computer systems and the necessity that these systems be 

compatible with each other, you agree that you will comply strictly with all defined standards and specifications 

for items associated with your computer system.  

To ensure operational efficiency and optimum communication capability among computer systems 

installed at Costa Vida Restaurants, you agree, at your expense, to keep your computer systems in good 

maintenance and repair, and to promptly install the upgrades, additions, changes, modifications, substitutions, 

and/or replacements of hardware, software, data connectivity, electrical power, and other computer-related 

facilities, as we direct.  

You must upgrade or replace financial and inventory data processing and communications systems, 

including the POS system and back-office computer system, to conform with current security requirements and 

system upgrades, whenever we require it. You are responsible for the security of data located on and transmitted 

from your internal network. You are responsible to configure your network and all connected systems to ensure 

data security. You acknowledge that we have no obligation to assist you in obtaining hardware, software, or 

related services. There are no contractual limits on the frequency or cost of your obligation to obtain these 

upgrades.  
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You recognize and acknowledge that we have the right to require you to modify or discontinue use of 

the POS system or any of its functions if we determine that it becomes advisable at any time. In this case, you 

must comply with our directions to modify or discontinue the use of the POS system or any of its functions or 

use a new POS system or specific POS system function within a reasonable time after notice from us. You 

acknowledge that you must bear all costs and expenses applicable to your Costa Vida Restaurant should we 

decide to modify the POS system or adopt a new POS system. Additionally, you must bear all costs and 

expenses related to any on-going POS system functions or modules, service, maintenance or support fees. We 

will have no liability or obligation whatsoever with respect to any required modification or discontinuance of the 

POS system or the installation, training, and use of a new POS system. Also, we are not obligated to reimburse 

you for any loss of goodwill associated with any modification or discontinuance of the POS system or the 

installation and use of a new POS system or for any expenditure made by you to train your Restaurant staff on 

the new POS system. 

You must purchase, install and begin using any required POS system, computer hardware and software 

in your Restaurant within 60 days of our notice to you. We have the right to require you, at your sole expense, to 

upgrade any required computer hardware and software, once established, to meet our then-current standards and 

specifications.  

E. RESTAURANT OPENING. 

You will prepare and furnish to us an opening advertising and promotional plan and budget for your 

Restaurant (the “Grand Opening Plan”) which will contain a plan and budget for publicity, advertising, 

promotion, staffing, decoration and operation during the Opening Period (as defined below). You must submit a 

Grand Opening Plan (including the budget) to us for approval at least 60 days before your Restaurant’s targeted 

opening date. You must use the types of advertising media specified in the approved Grand Opening Plan and 

the Operations Manual. You must spend not less than Ten Thousand Dollars ($10,000) for advertising and 

promotion of the opening of your Restaurant (the “Grand Opening Expenses.”) The Grand Opening Expenses 

will be for materials and marketing services expenses—such as media costs—and will not include staffing, 

discount or food costs. You must submit proof of then current advertising and marketing expenditures to us 10 

days before the opening of your restaurant and again 60 days after opening. Your Grand Opening Plan must be 

implemented 30 days before your Restaurant’s targeted opening date and for 60 days following the 

commencement of your Restaurant’s operation (such 90-day period referred to herein as the “Opening Period”). 

In our sole and absolute discretion, we may require that you pay to us or to an account designated by us the 

amount of $10,000 any time after ninety (90) days prior to your scheduled opening date for the purpose of 

ensuring and verifying the implementation of the Grand Opening Plan and the proper use and payment of the 

Grand Opening Expenses in accordance with our then-current policies and procedures. 

If you (or any of your Affiliates) have not previously owned or managed a Costa Vida Restaurant, or if 

you request, we will provide you with opening operational assistance as we may deem appropriate to assist you 

in starting your operations, including on-site opening assistance, as scheduled by us. You may be required to pay 

for the expenses of personnel, including airline and other transportation costs, meals, lodging and salaries. 

4. TRAINING AND GUIDANCE. 

A. TRAINING. 

Upon signing your Franchise Agreement, you and your Operating Partner, General Manager, Prep 

Cook/Kitchen Manager, and any of your designated Personnel must successfully complete the appropriate 

certified training programs before opening your Restaurant. Thereafter, any person who replaces your Operating 

Partner, General Manager, Prep Cook/Kitchen Manager, or any other trained Personnel must successfully 

complete the appropriate certified training program before assuming the particular position. We may require you 

or your Operating Partner and other Personnel to attend and successfully complete periodic or additional 

training programs.  
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We provide mandatory certified training for you and your Operating Partner, General Manager, Prep 

Cook, and other necessary Personnel as part of the initial franchise fee described below, at our training facility 

or corporate-affiliated Restaurant in Utah County, Utah, or at another facility that we may at our discretion 

designate. Currently, we are not charging a fee for attendance at any training programs. However, we reserve the 

right to charge a tuition or training fee for each additional Operating Partner, Owner, General Manager, Prep 

Cook, or other restaurant manager that attends any training programs in the future. Your initial General Manager 

and Prep Cook must successfully complete a Costa Vida certification test at the end of the training period. If the 

General Manager or Prep Cook/Kitchen Manager does not pass the training then we reserve the right to prevent 

you from opening your Restaurant until such time as such individual passes the training. Operating the 

Restaurant without a certified General Manager or Prep Cook is a material breach of this Franchise Agreement. 

We are not responsible for any compensation or expenses (including training materials, travel, meals, lodging 

and incidental expenses) for you and your trainees during these training programs. You must immediately 

replace any individual who fails to successfully complete any training program. Such replacement Personnel 

must successfully complete the training program. 

You, your Operating Partner and your General Manager will also be required to attend a “Brand 

Immersion” meeting prior to opening your first Restaurant. The Brand Immersion meeting is to acquaint you, 

your Operating Partner and your General Manager with Costa Vida’s System. If this if your first Restaurant, 

you, your Operating Partner and your General Manager are required to attend the next scheduled Brand 

Immersion meeting. 

Under no circumstances shall you permit management of your Restaurant by a person who has not 

completed all phases of our training program to our satisfaction. We have the right to charge a fee for the 

training for subsequent managers, which you must pay at least 10 days before the beginning of training. 

In addition to this training, if this Agreement pertains to the opening of your first Costa Vida Restaurant, 

we will provide you at your option with at least one Costa Vida certified trainer selected by us for on-site 

training associated with the Opening Period. We will not charge you a training fee for this assistance, but we 

may require you to pay for the trainer’s salary, reasonable living expenses and transportation costs during this 

on-site training period.  

We may periodically require or permit you to implement, at your expense, programs for the training of 

all or some of your Personnel. Before training any of your Personnel, your training programs must be certified 

by us as meeting our standards. You must periodically obtain re-certification of your training programs; and we 

may withhold certification if we determine, in our sole discretion, that your training programs do not meet our 

standards.  

B. REFRESHER TRAINING. 

We have the right to require you, your Operating Partner, and/or previously trained and experienced 

managers and other employees to attend periodic refresher courses at the times and locations that we designate. 

We have the right to charge fees for refresher training courses. We also may, but are not required to, make 

additional training available to you at your request, and may charge a fee for additional training. You are 

responsible for all compensation and expenses (including training materials, travel, meals, incidental expenses, 

and lodging) for you and your trainees during these training programs.  

C. HIRING AND TRAINING OF EMPLOYEES BY FRANCHISEE. 

You are responsible for all employment decisions with respect to your staff, including hiring, firing, 

compensation, training, supervision and discipline, regardless of whether you receive advice from us on any of 

these subjects. . You may not recruit or hire any person who is an employee of ours or of any Costa Vida 

Restaurant operated by us, our Affiliates or another franchisee of ours without obtaining the respective 

employer’s consent, which consent may be withheld for any reason. Likewise, we may not recruit or hire any 

person who is an employee of yours or your Affiliates without obtaining the employer’s consent, which consent 
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may be withheld for any reason. You must maintain at all times a staff of employees, who have been trained 

pursuant to our guidelines and requirements, sufficient to operate your Restaurant in compliance with the 

System Standards. 

D. GUIDANCE.  

Although we do not have the obligation to do so, we may maintain a continuing advisory relationship 

with you, including consultation in the areas of marketing, Restaurant operations and customer service. We may 

advise you periodically of operating problems of your Restaurant disclosed by reports submitted to or 

inspections made by us and may furnish to you guidance in connection with methods and procedures used by 

Costa Vida Restaurants, including improvements and changes to the System Standards. This guidance shall, in 

our discretion, be furnished via our Operations Manual or business practices for Costa Vida Restaurants, 

electronic mail, Costa Vida Intranet site (i.e. cvfranchise.com) costavida.com, bulletins, other written materials, 

telephone consultations and/or consultations at our office or at your Restaurant or by any other means of 

communications. Any additional guidance, training, or support we consider necessary, in our sole discretion, as 

a result of concerns with the operations or performance of your Restaurant, will be provided by us at your sole 

cost and expense. The cost of any additional guidance, training, or support special assistance for which you must 

pay includes, but is not limited to, per diem fees and other charges we may establish occasionally at our 

discretion. 

You or your operating partner, as well as your General Manager, must attend our annual Costa Vida 

Brand Conference each year. You also must participate in person in an annual Franchise Business Review 

meeting with us, either at our annual franchisee retreat or at our offices in Lehi, Utah. We do not charge any fees 

for the Brand Conference or Franchisee Business Review, but attendees are responsible for their own travel, 

lodging, and other incidental costs of attending. 

E. OPERATIONS MANUAL. 

We will loan to you during the term of this Agreement one copy of our Restaurant operations manual 

(the “Operations Manual”). We have the right, at our option, to furnish or make available to you the Operations 

Manual in the form of paper copies, electronic copies on computer diskette or CD-ROM, or electronic copies 

accessed through the Internet or other communication systems. The Operations Manual contains mandatory and 

suggested specifications, standards and operating procedures for Costa Vida Restaurants, and contains 

information relating to your other obligations under this Agreement. You must comply fully with all mandatory 

standards, specifications, and operating procedures and other obligations contained in the Operations Manual. 

Failure to materially comply with the Operations Manual is a material breach of this Agreement. We have the 

right to modify the Operations Manual in the future to reflect changes in the image, specifications, standards, 

procedures, and System Standards. As we provide updates to the Operations Manual, you must keep your copy 

thereof current. If a dispute develops relating to the contents of the Operations Manual, our master Operations 

Manual will be controlling. The Operations Manual contains Confidential Information, and you agree not to 

copy at any time any part of the Operations Manual, either physically or electronically, provided that you may 

print out one current copy of any Operations Manual that we provide in electronic format and keep it at the 

premises of your Restaurant. If your copy of the Operations Manual is lost, destroyed or significantly damaged, 

you must to obtain from us, at our then-applicable charge, a replacement copy of the Operations Manual. You 

agree not to allow unauthorized persons access to the Costa Vida intranet sites, including the Franchise Website 

(as defined in Section 10.I below).  

5. THE MARKS. 

A. OWNERSHIP AND GOODWILL OF THE MARKS AND TRADE SECRETS. 

You acknowledge (i) that the Company and its parent (“Licensor”) are owners of certain rights to the 

Marks, and (ii) that your right to use the Marks is derived solely from this Agreement and is limited to the 

conduct of business by you pursuant to and in compliance with this Agreement and all applicable standards, 

specifications and operating procedures prescribed by the Company periodically during the term of the 
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Franchise. Any unauthorized use of the Marks by you shall constitute a breach of this Agreement and an 

infringement of the rights of the Company and/or Licensor in and to the Marks. You acknowledge and agree that 

all usage of the Marks by you and any goodwill established by it shall inure to the exclusive benefit of the 

Company and/or Licensor and that this Agreement does not confer any goodwill or other interests in the Marks 

upon you (except the right to operate a Costa Vida Restaurant in compliance with this Agreement). All 

provisions of this Agreement applicable to the Marks shall apply to any additional proprietary trade and service 

marks and commercial symbols authorized for use by and licensed to you by the Company. You acknowledge 

that as of the date of this Agreement, some or all of the Marks may not have been registered with any state or 

federal agency. You may not at any time during or after the Term contest, or assist any other person or entity in 

contesting, the validity or ownership of any of the Marks. 

You hereby acknowledge that Franchisor or one or more of Franchisor’s Affiliates owns and controls 

the distinctive plan and trade secrets for establishing, operating, and promoting Costa Vida Restaurants and all 

related licensed methods of doing business which include, but are not limited to, recipes, menu items, and 

cooking methods; technical restaurant equipment standards; order and take-out fulfillment methods; customer 

relations; marketing techniques; written promotional materials, Operations Manual, Recipe Books and Training 

Program Manual contents; advertising; financial reports; and accounting systems (the “Trade Secrets”). The 

Trade Secrets may belong to Franchisor’s Affiliates and may have been licensed to Franchisor, and you 

acknowledge that Franchisor and its Affiliates have valuable rights in and to the Trade Secrets. You further 

acknowledge that all innovations, additions, or improvements made to the Marks or System Standards, even if 

by you, shall belong to Franchisor and its Affiliates. 

B. LIMITATIONS ON FRANCHISEE’S USE OF THE MARKS. 

You must use the Marks as the sole identification of your Restaurant, provided that you are identified as 

the independent owner in the manner prescribed by us. You must use only the Marks as we prescribe in 

connection with your Restaurant and the sale of authorized food products, beverages, and services. You shall 

ensure that all Copyrights used hereunder shall bear an appropriate copyright notice under the Universal 

Copyright Convention or other copyright laws prescribed by us. Any unauthorized use, adaptation, publication, 

reproduction, preparation of derivative works, distribution of copies (whether by sale or other transfer or 

ownership, or by rental, lease or lending), or attempts to recreate all or a portion of these Copyrights shall 

constitute a breach of this Agreement and an infringement of the rights of the Company and/or Licensor in and 

to the Marks and to the Copyrights. You may not use the subject matter of any of the Patents in any other 

manner not expressly authorized by us in writing. You must agree to mark all products and equipment as 

directed by us in a legible manner in some conspicuous place with patent markings in compliance with the 

requirements of the United States patent laws. You shall not use any Mark (or any abbreviation, modification or 

colorable imitation) as part of any corporate or legal business name or trade name or any Internet-related use 

such as an electronic media identifier, for social media pages, social handles, websites, web pages or domain 

names not expressly authorized by us in writing, or with any prefix, suffix or other modifying words, terms, 

designs or symbols (other than logos licensed to you under this Agreement), or in any modified form or in any 

other manner; nor may you use any Mark in connection with the sale of any unauthorized product or service or 

in any other manner not expressly authorized in writing by the Company. You must prominently display the 

Marks in the manner prescribed by the Company, to give such notices of trade and service mark registrations as 

the Company specifies, and to obtain such fictitious- or assumed-name registrations as may be required under 

applicable law. In addition to all other rights we may have for unauthorized use of the Marks or the sale of 

unauthorized products or services, you must reimburse us for any damages, liability or expenses incurred by us 

arising out of your sale of any unauthorized product or service or for any damages, liability or expenses incurred 

by us arising out of your use of the Marks in an unauthorized manner. If any of the fees payable pursuant to 

Section 6 below are for the right to use the System Standards, such fees are all-inclusive and are not allocated 

among any of the various rights, including the Marks or any components of the Marks, that comprise the System 

Standards. 
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You and your Owners acknowledge that we are the lawful, rightful, and sole owner of 

www.costavida.com domain name and unconditionally disclaim any ownership interest in that phrase or any 

similar Internet domain name, including www.costavida.net. You and your Owners agree not to register any 

Internet domain name or handle in any class or category that contains the words “Costa Vida” or any 

abbreviation, acronym, or variation of those words. 

You and your Owners agree to use the Costa Vida Franchise Website and social media websites in strict 

compliance with the standards, protocols and restrictions set forth in the Operations Manual, as updated from 

time to time. You and your Owners agree to implement all reasonable procedures we periodically prescribe to 

prevent unauthorized use and strict compliance with the standards, protocols and restrictions set forth in the 

Operations Manual regarding the use of the Franchise Website among your Operating Partner, vendors, General 

Managers, assistant managers, Prep Cooks, and the like.  

You and your Owners recognize and understand the crucial importance of not transmitting a user’s 

Confidential Information, documents or data via www.cvfranchise.com, internal website, intranet, or Internet 

without first encrypting the transmission with the encryption program we may either require you to purchase or 

approve of your purchase. You and your Owners recognize and understand the crucial importance of a user’s 

refraining from making derogatory, defamatory, or libelous statements in an intranet or Internet transmission. 

C. NOTIFICATION OF INFRINGEMENT AND CLAIMS. 

You shall immediately notify the Company of any apparent infringement of or challenge to your use of 

any Mark, or claim by any person of any rights in any Mark, and you shall not communicate with any person 

other than the Company and its counsel in connection with any such infringement, challenge or claim. The 

Company and/or Licensor shall have sole discretion to take action as it or they may deem appropriate and shall 

have the right to exclusively control any litigation or U.S. Patent and Trademark Office proceeding or other 

administrative proceeding arising out of any infringement, challenge or claim or otherwise relating to any Mark. 

You must sign any and all instruments and documents, render assistance and do such acts and things as may, in 

the opinion of the Company’s or Licensor’s counsel, be necessary or advisable to protect and maintain the 

interests of the Company and Licensor in any litigation or proceeding or to otherwise protect and maintain the 

interests of the Company and Licensor in the Marks. 

D. INDEMNIFICATION OF FRANCHISEE. 

The Company agrees to indemnify you against and to reimburse you for all damages for which you are 

held liable in any proceeding arising out of his use of any Mark, pursuant to and in compliance with this 

Agreement and for all costs reasonably incurred by you in the defense of any claim or in any proceeding in 

which you are named as a party, provided that you have timely notified the Company of any such claim or 

proceeding and have otherwise complied with this Agreement. The Company is entitled to prosecute, defend 

and/or settle any proceeding arising out of your use of any Mark pursuant to this Agreement, and if the 

Company undertakes to prosecute, defend and/or settle any matter, we have no obligation to indemnify or 

reimburse you for any fees or disbursements of any legal counsel retained by you. 

E. DISCONTINUANCE OF USE OF THE MARKS. 

If it becomes advisable at any time in the Company’s sole discretion for the Company and/or Franchisee 

to modify or discontinue use of any Mark and/or use one or more additional or substitute elements of the Mark 

due to priority of use by another party of the same or a confusingly similar mark, and/or use one or more 

additional or substitute trade or service marks, you must comply within 14 days after notice by the Company of 

its modification or discontinuance of any Mark. Neither the Company, Licensor nor any of their Affiliates shall 

have any liability or obligation whatsoever with respect to any required modification or discontinuance of use of 

any of the Marks or the promotion or use of a substitute Mark, except as otherwise provided in Section 5.D 

hereof. 
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6. FRANCHISE FEES. 

A. INITIAL FRANCHISE FEE. 

You shall pay to the Company a nonrecurring and nonrefundable initial franchise fee of $30,000, 

payable when you sign this Franchise Agreement. If this Agreement is signed pursuant to an Area Development 

Agreement, the initial franchise fee is subject to any applicable credit of the area development fee and is payable 

on signing of this Agreement. The initial franchise fee is fully earned by the Company as of the date hereof.  

B. ROYALTY AND SERVICE FEES (ROYALTY FEES). 

During the entire term of this Agreement, you shall pay to the Company a continuing fee equal to a 

percentage of the monthly Net Sales of your Restaurant (the “Royalty Fee”) as described in this paragraph. You 

shall pay to the Company a Royalty Fee of 6% of weekly Net Sales. Payment shall be due weekly by 5:00 p.m., 

Mountain Standard or Daylight Time, as the case may be, on Wednesday of each week, or as otherwise 

designated by us, but not more frequently than weekly (or on such other reasonable date that we shall 

periodically designate). Any payment or report not actually received by us on or before such date shall be 

deemed overdue. If any state imposes a sales or use tax on continuing royalties, then you must pay for or 

reimburse us for these taxes imposed on the Royalty Fee due to us under this Agreement. 

As set forth in Section 3.D above, you acknowledge that we have the right to Poll information from your 

Restaurant’s POS system and other systems via remote access, e-mail, web-based programs and protocols, 

Internet, the Franchise Website, or other types of electronic data transfer to determine your Restaurant’s Royalty 

Fee for any Reporting Period. We have the right to access your Restaurant’s POS system at any time to Poll 

your Restaurant’s Net Sales and other financial information, at our sole discretion, and you must set up your 

systems to maintain and facilitate such Polling.  

C. INTEREST AND LATE FEES. 

If any payment is overdue, you shall pay to us, in addition to the overdue amount, interest on such 

amount from the date it was due until paid, at a rate which is stated below or the maximum rate permitted by 

law. Entitlement to such interest shall be in addition to any other remedies we may have. Your failure to have 

sufficient funds available in the designated account in an amount equal to any amount then due or your failure to 

pay all amounts when due constitutes grounds for termination of this Agreement, as provided in Section 14 and 

15 below, notwithstanding the provisions of this Section 6.C. To compensate us for our increased administrative 

costs of handling late payments, we shall have the right to charge a fee of $100 for each delinquent payment to 

us, due immediately upon becoming delinquent. All Royalty Fees and advertising contributions, and all other 

amounts which you owe to us shall also bear interest after coming due at the highest applicable legal rate for 

open-account business credit, but not to exceed 1.5% per month. You acknowledge that this Section 6.C shall 

not constitute our agreement to accept any payments after same are due or commitment by the Company to 

extend credit to, or otherwise finance your operation of, your Restaurant. You shall also pay a $25.00 late fee for 

each delinquent report, due when the report becomes delinquent, and shall incur an additional $25.00 late fee for 

each day that the report continues to be delinquent. We may require you to pay any and all late fees by way of 

automatic withdrawal (ACH) from an account designated by you. 

D. APPLICATION OF PAYMENTS. 

Notwithstanding any designation by you, the Company shall have the sole discretion to apply any 

payments by you to any past-due Royalty Fees, advertising contributions, purchases from company, interest or 

other indebtedness. The Company also has the right to direct the method of payment of any amounts due to us or 

our Affiliates from you under this Agreement, including Royalty Fees due, through payment by automatic 

withdrawal (ACH) or wire transfer from an account designated by you. All costs and expenses of establishing 

and maintaining such designated account, including transaction fees and wire transfer fees, shall be paid by you. 

You must complete any form necessary to authorize and direct your bank or financial institution to pay and 

deposit any payments due to the Company directly to the Company’s account. The Company’s current form of 
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ACH authorization is attached as Exhibit H. If payments are made by automatic withdrawal, you must retain 

sufficient funds in its account to cover all these withdrawals. If sufficient funds are not available in the 

designated bank account at the time of an electronic transfer to pay fees that are due to us or our Affiliates, we 

have the right to charge a service fee, subject to applicable law. Also, as stated in Section 6.C above, you 

acknowledge that your failure to have sufficient funds available in the designated account in an amount equal to 

any amount then due or your failure to pay all amounts when due, constitutes grounds for termination of this 

Agreement, as provided in Sections 14 and 15 below, notwithstanding the provisions in Section 6.C above. You 

agree that you will not withhold payment of any amount due and payable to us on the grounds that we have not 

performed any of our obligations under this Agreement. 

7. YOUR ORGANIZATION AND MANAGEMENT. 

A. ORGANIZATIONAL DOCUMENTS. 

If you are, or at any time become, a business corporation, partnership, limited liability company or other 

legal entity, you and each of your Owners represent, warrant, and covenant that: (1) you are duly organized and 

validly existing under the laws of the state of your organization, and, if a foreign business corporation, 

partnership, limited liability company or other legal entity, you are duly qualified to transact business in the state 

in which your Restaurant is located; (2) you have the authority to sign and deliver this Agreement and to 

perform your obligations hereunder; (3) true and complete copies of the articles or certificate of incorporation, 

articles of organization, operating agreement or principles, partnership agreement, bylaws, subscription 

agreements, buy-sell agreements, voting trust agreements and all other documents relating to your ownership, 

organization, capitalization, management and control (collectively, the “Organizational Documents”) shall be 

promptly delivered to us for our approval, which approval shall not be unreasonably withheld; (4) any and all 

amendments, deletions and additions to your Organizational Documents shall be promptly delivered to us for 

our approval, which approval shall not be unreasonably withheld; (5) your activities are restricted to those 

necessary solely for the development, ownership and operation of Costa Vida Restaurants in accordance with 

this Agreement and in accordance with any other agreements entered into with us or any of our Affiliates; 

(6) the Organizational Documents state that the issuance, transfer or pledge of any direct or indirect legal or 

beneficial ownership interest is restricted by the terms of this Agreement; (7) all certificates representing direct 

or indirect legal or beneficial ownership interests now or hereafter issued must bear a legend in conformity with 

applicable law reciting or referring to these restrictions; and (8) you will deliver to us a secretary’s/clerk’s 

certificate or other evidence satisfactory to us, that the signing, delivery and performance of this Agreement and 

all other agreements and ancillary documents contemplated hereby or thereby have been duly authorized by all 

necessary action by your corporation, partnership, limited liability company or other legal entity, as applicable.  

B. DISCLOSURE OF OWNERSHIP. 

If you are an entity (a corporation, general partnership, joint venture, limited partnership, limited 

liability partnership, limited liability company, trust, estate or other business entity), then you must complete the 

Ownership Addendum attached hereto as Exhibit B, which identifies each of your Owners and Investors, and 

each of your Owners must sign our then-current form of personal guaranty (the “Guaranty”). 

You and each of your Owners represent, warrant and agree that Exhibit B is current, complete and 

accurate. You agree that an updated Exhibit B will be furnished within 30 days of any change, so that Exhibit B 

(as so revised and signed by you) is at all times current, complete and accurate. Each person who is or becomes 

an Owner must sign a Guaranty in the form we may choose to prescribe, undertaking to be jointly and severally 

bound by the terms of this Agreement, the current form of which is attached hereto as Exhibit C. Each person 

who is or becomes an Investor must sign an agreement in the form we prescribe, undertaking to be bound by the 

confidentiality and non-competition covenants contained in this Agreement, the current form of which is 

attached hereto as Exhibit E. Each Owner and Investor must be an individual acting in his or her individual 

capacity, unless we waive this requirement. 
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You must designate in Exhibit B an individual (your “Operating Partner”) approved by us who must: 

(1) be engaged full-time in the business of your Costa Vida Restaurants; (2) have the authority to bind you 

regarding all operational decisions with respect to your Costa Vida Restaurant(s); and (3) have completed our 

training to our satisfaction. 

Your Operating Partner: (1) shall exert his/her full-time and best efforts to the development and 

operation of your Restaurant and all other Costa Vida Restaurants you own; and (2) may not engage in any other 

business activity, directly or indirectly, that requires substantial management responsibility or time 

commitments or otherwise may conflict with your obligations hereunder. You must provide us with a copy of 

any proposed arrangement, agreement or contract, including any amendments thereto, with your Operating 

Partner for our prior review and approval, and upon approval thereof, signed copies thereof. Such agreement 

must include a provision that if the Operating Partner is terminated, for whatever reason, he/she shall not for a 

period of two years after such termination (or such lesser period as may be prescribed by applicable law), recruit 

or hire any person who is an employee of yours, ours, or any Costa Vida Restaurant operated by us, our 

Affiliates, or any franchisee of ours without obtaining the employer’s consent, which consent may be withheld 

for any reason. We shall have no responsibility, liability or obligation to any party to any arrangement, 

agreement or contract, or any amendments, on account of our approval thereof or otherwise, and you must 

indemnify and hold us harmless with respect thereto. Your Restaurant at all times must be managed by your 

Operating Partner. Your Operating Partner must complete our training programs to our satisfaction, as more 

fully set forth in Section 4.A above. 

If the relationship with your Operating Partner terminates, you must have in place a qualified 

replacement Operating Partner within 90 days from the termination date of the former Operating Partner. Failure 

to notify us of your Operating Partner’s termination or failure to hire or select a successor Operating Partner 

who satisfies the requirements provided for in this Section will be considered a material breach of this 

Agreement. 

C. GENERAL MANAGER. 

The cooking of our meats, marinades, sauces, and other food is the core element of our concept. As 

such, we go to great lengths to ensure the quality and integrity of the finished product. Optimum Restaurant 

performance requires specialized leadership in the form of a duly selected and trained general manager (the 

“General Manager”). The General Manager fully dedicates his/her time to the management of the Restaurant 

Personnel, including the Prep Cook. To ensure the integrity and quality of our food, the General Manager 

position must be a full-time position and may not be combined with a district manager, Operating Partner, or 

any other position. We may periodically change the organizational structure of Costa Vida Restaurants, in which 

case you must adopt the then-current structure.  

Once you hire your General Manager, you must inform us in writing and submit him/her for the 

appropriate training. Before his/her employment, you must have him/her sign an agreement that he/she shall not 

for a period of two years after his/her termination (or such lesser period as may be prescribed by applicable law), 

recruit or hire any person who is an employee of yours, ours, or any Costa Vida Restaurant operated by us, our 

Affiliates, or any franchisee of ours without obtaining the employer’s consent, which consent may be withheld 

for any reason. We shall have no responsibility, liability or obligation to any party to any arrangement, 

agreement or contract, or any amendments, on account of our approval thereof or otherwise, and you must 

indemnify and hold us harmless with respect thereto. If your General Manager is terminated, for whatever 

reason, you must inform us in writing of his/her status.  

Your General Manager must attend the annual Costa Vida Brand Conference. We are not responsible 

for any costs (such as travel costs, lodging, salary, etc.) associated with your General Manager’s attendance at 

the Brand Conference. 
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Your General Manager must be ServSafe certified at all times while employed as your General 

Manager. 

D. PREP COOKS/KITCHEN MANAGER. 

Effective operation of a Costa Vida Restaurant requires a kitchen manager (the “Prep Cook”). The Prep 

Cook fully dedicates his/her time to maintaining the quality and consistency of the food. He/she is also 

responsible for participating in hiring, training and managing staff that are dedicated to food quality control. In 

addition, the Prep Cook is responsible for maintaining a clean and sanitary prep kitchen and dry storage area. 

He/she will oversee and guarantee proper food rotation. He/she will also need to understand food and labor costs 

in preparing the food. To ensure the integrity and quality of our food, the Prep Cook position must be a full-time 

position and may not be combined with a General Manager, Operating Partner, district manager or any other 

position. We may periodically change the organizational structure of Costa Vida Restaurants, in which case you 

must adopt the then-current structure. 

Once you hire your Prep Cook you must inform us in writing and submit him/her for the appropriate 

training. Before his/her employment, you must have him/her sign an agreement that he/she shall not for a period 

of two years after his/her termination (or such lesser period as may be prescribed by applicable law), recruit or 

hire any person who is an employee of yours, ours, or any Costa Vida Restaurant operated by us, our Affiliates, 

or any franchisee of ours without obtaining the employer’s consent, which consent may be withheld for any 

reason. We shall have no responsibility, liability or obligation to any party to any arrangement, agreement or 

contract, or any amendments, on account of our approval thereof or otherwise, and you must indemnify and hold 

us harmless with respect thereto. If your Prep Cook is terminated, for whatever reason, you must inform us in 

writing.  

Your Prep Cook must be ServSafe certified at all times while employed as your Prep Cook. 

E. STORE ORGANIZATION. 

Your Restaurant must be staffed with at least one trained General Manager, one trained Prep Cook, and 

appropriate numbers of assistant managers, shift supervisors, and food prep personnel so that all shifts are 

staffed by at least one assistant manager or shift supervisor, unless otherwise approved by us. You may not 

operate your Restaurant with a smaller compliment without our written approval. You must inform us in writing 

of any changes in your General Manager and Prep Cook. At all times that your Restaurant is open for business, 

the food preparation must be supervised on-site by an individual who is ServSafe-certified, whether your 

General Manager, Prep Cook, assistant manager, or other food-prep supervisor. 

8. COSTA VIDA OPERATING STANDARDS. 

A. CONDITION OF YOUR RESTAURANT. 

You must maintain the condition and appearance of your Restaurant in accordance with the Operations 

Manual, consistent with the image of a Costa Vida Restaurant as an attractive, clean, and efficiently operated 

food service business. You must provide efficient and courteous service to your patrons. You must maintain 

your Restaurant’s condition and appearance and make such modifications and additions to its layout, décor, 

operations, and general theme as we periodically require, including interior and exterior repair and appurtenant 

parking areas, periodic cleaning of your Restaurant premises, replacement of worn out or obsolete leasehold 

improvements, fixtures and signs, and periodic redecorating. If at any time the general state of repair, 

appearance, or cleanliness of your Restaurant, or its fixtures, equipment, furniture, signs or utensils, does not 

meet our standards, we may notify you and specify the action you must take to correct this deficiency. If, within 

10 days after receiving this notice, you fail or refuse to initiate the requested actions, we reserve the right to 

enter the Premises and do such maintenance on your behalf and at your expense. You must promptly reimburse 

us for this expense. We may collect payment for this expense by pre-authorized electronic bank transfer from 

your general account.  
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At our request, at least five years after this Agreement becomes effective, you must complete a 

renovation, repair, modernization, and improvement of your Restaurant and its fixtures, equipment, furniture, 

and signs as we may at our discretion deem appropriate. This work may include, without limitation, replacement 

or addition of signs, equipment, furnishings, fixtures, finishes, and décor items, both interior and exterior, and 

redesign of the layout of your Restaurant, to reflect the then-current design standards and image of a Costa Vida 

Restaurant. This modernization and remodel of your Restaurant does not include the upkeep, repair, and 

maintenance of your Restaurant so that its condition and appearance is, at all times, consistent with the image of 

a Costa Vida Restaurant that is attractive, clean and offers a welcoming environment and pleasant ambiance. 

Your failure to make such repairs and maintenance, or to modernize your Restaurant at our request, shall 

constitute a material breach of this Agreement. 

You agree not to make any material replacements of or alterations to the Premises, leasehold 

improvements, layout, fixtures, furnishings, signs, equipment, or appearance of your Restaurant as originally 

developed in accordance with the plans and specifications furnished by us without prior written approval by us. 

B. UNIFORM IMAGE. 

You agree that your Restaurant will offer for sale food, beverages and other products, services and 

merchandise related to the Costa Vida concept that we periodically determine to be appropriate for your 

Restaurant unless you receive written authorization to do otherwise. You must display in your Restaurant all 

(1) product identification materials; (2) point-of-purchase promotional materials; (3) promotional memorabilia, 

merchandise and prizes; and (4) the advertising and marketing materials we provide you pursuant to Section 10 

below for use by Restaurants. You further agree that your Restaurant will not, without our approval, offer any 

products or services (including promotional items) not then authorized by us, nor use Costa Vida’s designs or 

Marks, or variations or modified versions of such Marks, outside of the specifications approved by us. Your 

Restaurant may not be used for any purpose other than the operation of a Costa Vida Restaurant in compliance 

with this Agreement. You agree that your Restaurant will offer courteous and efficient service and a pleasant 

ambiance, consistent with your acknowledgments in Section 1.B above. You must ensure that all of your 

Restaurant’s employees follow our grooming and dress code and wear the full Costa Vida uniform, in 

accordance with the Operations Manual, developed or approved by us. All uniforms and the like must be 

purchased from an Approved Supplier (as defined in Section 8.C below. You must maintain your Restaurant 

open for business at a minimum during such hours as are customary for fast-casual restaurants serving non-

breakfast fare in the area on the following days: Monday through Saturday, including holidays other than 

Thanksgiving Day and Christmas Day. Your hours of operation may be subject to the requirements of your 

lease. 

C. PURCHASE OF INGREDIENTS. 

(1) Requirement to Purchase Ingredients. You acknowledge and agree that the food 

products sold at Costa Vida Restaurants are distinctive as a result of being made with ingredients 

manufactured or produced pursuant to proprietary processes (the “Proprietary Ingredients”) and that 

the Proprietary Ingredients and the food products into which they are made are all integral components 

of a Costa Vida Restaurant franchise and are inextricably interrelated with the Marks and the System. 

You further acknowledge and agree that a Costa Vida Restaurant franchise could not be offered 

efficiently or effectively without the inclusion of the Proprietary Ingredients as an essential and integral 

component of the System. You therefore agree to purchase your entire requirements of Proprietary 

Ingredients in accordance with the terms of this Section 8.C. Specifically, you must purchase 

exclusively from Designated Suppliers all those Proprietary Ingredients we periodically authorize to be 

produced by Designated Suppliers. Further, you must purchase from Approved Suppliers those 

Ingredients we periodically authorize to be produced by Approved Suppliers (the “Licensed 

Ingredients” and together with “Proprietary Ingredients, the “Ingredients”), subject to your right to 

purchase Licensed Ingredients from Alternative Approved Suppliers (as defined below) in accordance 

with Section 8.C(3). You must conform to mandatory specifications and quality standards, prepare and 

offer for sale only food products, beverages, and other merchandise approved in writing by us, and use 
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only equipment, menus, paper products, packaging materials, and other supplies approved by us. We 

reserve the right to designate any Ingredient or product as a Proprietary Ingredient or as a Licensed 

Ingredient and the right to periodically re-designate at our discretion any Proprietary Ingredient as a 

Licensed Ingredient and vice versa. You acknowledge and agree that Designated Suppliers and 

Approved Suppliers have the right to profit from the sale of Ingredients and that we do not act as agent, 

representative, or in any other intermediary or fiduciary capacity for you in our relationship with any 

Designated Suppliers or Approved Suppliers. 

(2) Terms of Sale. Provided that you and your Affiliates are in compliance with this 

Agreement and all other agreements with us and our Affiliates, we will cause Designated Suppliers and 

Approved Suppliers to sell reasonable quantities of Ingredients to you in accordance with the terms of 

this Section 8.C(2). We may cause Designated Suppliers to sell to you reasonable quantities of spices 

and other products. All other Proprietary Ingredients as well as Licensed Ingredients are sold at prices 

and on shipping terms periodically established by the supplier. Designated Suppliers and Approved 

Suppliers shall not be liable for any delay in the delivery of spices and other products as a result of any 

cause beyond their reasonable control. Designated Suppliers and Approved Suppliers may periodically 

establish policies and procedures for the allocation and distribution of Ingredients among Costa Vida 

Restaurants.  

(3) Purchases from Alternative Approved Suppliers. You have the right to purchase 

Licensed Ingredients from an alternative supplier approved by us in accordance with this Section 8.C(3) 

and the Operations Manual. If you propose to purchase any Licensed Ingredients from an supplier who 

is not then an Approved Supplier, you and the proposed supplier must submit to us all information that 

we may reasonably request to determine whether or not to approve such proposed supplier. We will 

have the right to approve or disapprove any supplier, and we may approve a supplier conditionally. In 

evaluating a proposed supplier, we may, subject to restrictions and conditions to protect our Trade 

Secrets, Confidential Information and processes, disclose to the proposed supplier applicable standards, 

specifications, ingredients, recipes, processes, equipment and procedures for the item in sufficient detail 

to enable the proposed supplier to demonstrate its capacity and capabilities to supply the items in 

accordance with our requirements with respect thereto. Within 120 days after we receive all requested 

information, we will communicate to you in writing our decision to approve or disapprove your 

proposed supplier. We will evaluate proposed alternative suppliers on their ability to comply with 

applicable standards, specifications, Ingredients, recipes, processes and procedures, as well as their use 

of approved equipment, and we will only approve those proposed alternative suppliers that meet our 

high standards. You must notify us at least 30 days in advance before you first start purchasing any 

Licensed Ingredients from any alternative supplier who is already approved by us (in each case an 

“Alternative Approved Supplier”). We may disapprove any supplier who we previously approved, and 

you may not, after receipt of notice of such disapproval, reorder from any supplier we have disapproved.  

 We may prescribe procedures for the submission of requests for approval and impose 

obligations on Alternative Approved Suppliers, which will be incorporated in a written license 

agreement with the supplier. We may obtain from you and/or your Alternative Approved Supplier 

reimbursement of our reasonable costs and expenses incurred in connection with the approval process 

and on-going monitoring of such Alternative Approved Supplier’s compliance with our requirements, 

and we may profit from the sale of Licensed Ingredients to you from an Alternative Approved Supplier, 

subject to similar conditions and restrictions applicable to Approved Suppliers. You acknowledge and 

agree that we do not act as agent, representative or in any other intermediary or fiduciary capacity for 

you in our relationship with Alternative Approved Suppliers. We may impose limits on the number of 

Alternative Approved Suppliers. We have the right to monitor the quality of services provided by 

Alternative Approved Suppliers in a manner we deem appropriate and may terminate any Alternative 

Approved Supplier who does not meet our quality standards and specifications, as may be in effect. If 

you purchase one or more types of Licensed Ingredients from an Alternative Approved Supplier, no 

Approved Supplier will have any obligation to sell you any other Licensed Products while you are 
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purchasing from any Alternative Approved Supplier. If, after commencing purchasing Licensed 

Products from an Alternative Approved Supplier, you want the Approved Supplier to resume supplying 

you with Licensed Products, we may require you to submit to us an application, in such form as may 

periodically determine, which we will normally process within 30 days. The Approved Supplier has no 

obligation to resume supplying Licensed Products to you, and you may not place an order for these 

products with the Approved Supplier, until we have approved your application for resupply. 

(4) Use of Spices and Sauces. You shall use spices, sauces, and prepared foods only at the 

Premises and only to produce food products for sale to retail customers of your Restaurant. You shall 

not sell any spices, prepared foods, other products, or sauces to wholesaler or any other party on a 

wholesale basis. 

D. PURCHASE OF OTHER PRODUCTS. 

You acknowledge and agree that the reputation and goodwill of Costa Vida Restaurants are based on, 

and can be maintained only by, the sale of distinctive high-quality products and services. Therefore, you agree 

that your Restaurant will use and/or offer for sale only food products (other than Proprietary and Licensed 

Ingredients), beverages, ingredients, merchandise, uniforms, packaging materials, menus, forms, labels, and 

other suppliers approved by us (which may include us and/or any of our Affiliates). We may periodically modify 

the list of approved brands and/or suppliers in our sole discretion. After notice of such modification, you may 

not reorder from any supplier that is no longer approved. 

If you propose to use any brand and/or supplier which is not then approved by us, you must first notify 

us and submit sufficient information, specifications and samples concerning such brand and/or supplier so that 

we can decide whether such brand complies with our specifications and standards and/or such supplier meets 

our approved supplier criteria. We have the right to charge reasonable fees to cover our costs. We will notify 

you of our decision within a reasonable period of time. We may prescribe procedures for the submission of 

requests for approval and impose obligations on suppliers, which we may require to be incorporated in a written 

agreement. We may impose limits on the number of suppliers and/or brands for any of the foregoing items. 

You must maintain at all times an inventory of approved food products, beverages, Ingredients, other 

products, and merchandise related to the Costa Vida concept sufficient in quantity, quality, and variety to realize 

your Restaurant’s full potential. 

We may conduct market research to determine consumer trends and salability of new food products and 

services. You must cooperate by participating in our market research programs; by test-marketing new food 

products and services in your Restaurant; and by providing us timely reports and other relevant information 

regarding this market research. You must purchase a reasonable quantity of any such test products and make a 

reasonable effort to sell them. 

E. SPECIFICATIONS AND STANDARDS. 

You acknowledge that each and every aspect of the interior and exterior appearance, layout, décor, 

services and operation of your Restaurant is extremely important to us and is subject to our specifications and 

standards. Consequently, you must comply with all mandatory System Standards and other specifications, 

standards and operating procedures and other obligations that we periodically prescribe (whether contained in 

the Operations Manual or any other written or oral communication to you), unless we grant you a written 

exception. More particularly, you must comply with all mandatory specifications, standards and operating 

procedures, as periodically modified relating to the appearance, function, cleanliness or operation of a Costa 

Vida Restaurant, including: (1) type, quality, taste, weight, dimensions, Ingredients uniformity, and manner of 

preparation, packaging and sale of food products and beverages and of all other products used in the packaging 

and sale of them; (2) sale procedures and customer service; (3) advertising and promotional programs; (4) 

qualifications, appearance, uniforms and dress of employees; (5) safety, maintenance, appearance, cleanliness, 

sanitation, standards of service and operation of your Restaurant and its fixtures, equipment, furnishings, décor 
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and signs; (6) days and hours of operation; (7) bookkeeping, accounting, and record keeping systems and forms; 

(8) training system for both management and hourly associates; and (9) product ordering procedures. 

You must display in your Restaurant as designated by us, a placard 10 inches tall by 12 inches wide (or 

as we may otherwise prescribe) containing the following statement: “This Restaurant is owned and operated by 

a franchisee under a license from Costa Vida.” You shall never make a statement or representation to any person 

that is contrary to or inconsistent with Section 5 of this Agreement. 

As soon as you obtain a telephone number for your Restaurant, you will sign and deliver to us for such 

number the Assignment of Telephone Numbers attached hereto at Exhibit F. If your Restaurant’s telephone 

number changes during the Term, or if you add additional lines for a modem, fax, or other purposes, you will 

promptly sign and deliver to us a new Assignment of Telephone Numbers for the new or additional numbers. 

F. COMPLIANCE WITH LAWS AND GOOD BUSINESS PRACTICES. 

You shall secure and maintain in force all required licenses, permits and certificates relating to the 

operation of your Restaurant and shall operate your Restaurant in full compliance with all applicable laws, 

ordinances and regulations including all government regulations relating to employment, occupational hazards 

and health, workers compensation insurance, unemployment insurance and withholding and payment of federal 

and state income taxes, social security taxes and sales taxes. You shall secure and maintain, and cause your 

Personnel to secure and maintain, ServSafe certifications such that a ServSafe-certified supervisor is supervising 

food preparation at all times while you are open for business. You shall, in all dealings with the customers, 

suppliers, the Company and the public, adhere to the highest standards of honesty, integrity, fair dealing and 

ethical conduct. You must refrain from any business or advertising practice which may be injurious to the 

Company and the goodwill associated with the Marks and other Costa Vida Restaurants. You shall immediately 

notify the Company in writing of: (1) any action, suit or proceeding, and of the issuance of any order, writ, 

injunction, award or decree of any court, agency other governmental instrumentality, which may adversely 

affect the development, occupancy, operation or financial condition of you or your Restaurant; or (2) the 

delivery of any notice of violation or alleged violation of any law, ordinance or regulation, including those 

relating to health or sanitation at your Restaurant. 

G. PERSONNEL. 

Your Restaurant must at all times be under the direct, on-premises supervision of a General Manager or 

assistant manager or a shift supervisor who has completed and graduated from a certified training program and 

must be staffed by a sufficient number of competent hourly associates who are successful graduates of the 

appropriate certified training programs. You (or your Operating Partner) at all times must remain active in 

overseeing the operations of your Restaurant. If the relationship with your Operating Partner terminates, you 

must promptly hire a successor Operating Partner. Any successor Operating Partner must meet our approval and 

must successfully complete our training program. You are solely responsible for all employment decisions with 

respect to your Personnel, including hiring, firing, compensation, training, supervision and discipline, and 

regardless whether you receive advice from us on any of these subjects. You may not recruit or hire any person 

who is an employee of ours or of any Costa Vida Restaurant operated by us, our Affiliates or another franchisee 

of ours without obtaining the employer’s consent, which consent may be withheld for any reason. Likewise, we 

may not recruit or hire any person who is an employee of yours or your Affiliates without obtaining the 

employer’s consent, which consent may be withheld for any reason. If you fail to maintain in place a fully 

trained General Manager, then we may provide one (in each case, the “Temporary GM”) at our sole discretion, 

but at your sole expense, until such time as you have in place a fully trained and approved General Manager. 

Such Temporary GM provided by us shall be an employee of the Company, but shall manage your operations. 

You agree that the following provisions shall apply if a Temporary GM is required pursuant to this Section 8.G: 

(i) The Temporary GM is fully authorized to act on your behalf to manage the operations 

of your Restaurant and its Personnel and to take all actions, including, without limitation, making 

payments on your behalf, necessary or advisable to (a) ensure compliance with this Agreement, the 
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Operations Manual, and any other applicable agreements; (b) comply with applicable laws and 

regulations; and (c) provide for the operational success of your Restaurant. 

(ii) However, notwithstanding the foregoing subparagraph (i), we and the Temporary GM 

are not responsible for any debt or obligation of your Restaurant or any loss, claim or damage 

(including, without limitation, loss of profits or investments as a result of financial failure of your 

Restaurant) resulting or arising from the good-faith actions of the Temporary GM with regard to your 

Restaurant during such time as he or she acts as Temporary GM (and for such periods before and after 

during which the Temporary GM may take actions necessary or advisable to ensure successful 

transitions), and you hereby indemnify us and hold us harmless for any such loss, claim or damage. 

(iii) Placement of a Temporary GM pursuant to this Section 8.G shall be at our sole 

discretion. If you have not located and arranged for training of a new General Manager within 90 days 

or such other time period as you and we may agree, then we shall have the right to terminate this 

Agreement. 

(iv) You shall be responsible to reimburse to us the salary or wages payable to the 

Temporary GM during such time as the Temporary GM provides services for your Restaurant. You 

must also pay all incidental expenses associated with the provision of the Temporary GM such as travel 

costs, temporary housing, and the like. This obligation to pay salary/wages and incidental expenses shall 

be effective even if this Agreement is terminated pursuant to subparagraph (iii) above. 

H. INSURANCE. 

You must maintain in force: (a) all-risk property insurance, including fire and extended coverage, 

vandalism, and malicious mischief insurance, for the replacement value of your Costa Vida Restaurant and its 

contents, and including business-interruption insurance; (b) commercial general liability and product liability 

insurance that includes food-borne illness coverage; (c) commercial auto insurance; (d) workers’ compensation 

insurance; and (e) umbrella liability. All insurance policies must: (1) be issued by carriers with an AM Best 

rating of A-, X, or better; (2) be written at the minimum amounts of coverage as set forth below; (3) name Costa 

Vida Management, LLC and such of our Affiliates as we may from time to time designate as additional insureds 

under the general liability, products liability and commercial auto policies and loss payee under the property 

policy; (4) Costa Vida Management, LLC, must be endorsed to all policies noted above to receive 30 days’ 

notice of cancellation in the event of non-renewal and 10 days’ notice in the event of nonpayment of premium. 

You must also provide certificates of insurance evidencing your insurance coverage in compliance with these 

minimums no later than 10 days before your Restaurant opens and within 30 days each year when your policies 

renew. 

 Set forth below are types of minimum coverage amounts that we currently require for each franchised 

Costa Vida Restaurant per location: 

COMMERCIAL GENERAL LIABILITY:   

Occurrence Limit  $1,000,000 

General Aggregate Limit:  $2,000,000 

Products/Completed Operations Aggregate 

Limit: 

 $2,000,000 

Personal and Advertising Injury Limit:  $1,000,000 

Damage to Premises Rented to You:  $1,000,000 
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Food Borne Illness Limit:  $300,000 

   

AUTOMOBILE LIABILITY:   

Bodily Injury and Property Damage Combined 

Single Limit: 

 $1,000,000 

Hired and Non-Owned Liability Limit:   $1,000,000 

   

WORKERS’ COMPENSATION:   

Workers’ Compensation:  STATUTORY 

Employer’s Liability:  $1,000,000 per employee, bodily injury by disease; 

$1,000,000 policy limit, bodily injury by disease; 

$1,000,000 per employee, bodily injury by accident 

UMBRELLA LIABILITY:   

1 to 10 Restaurants:  $5,000,000 each occurrence (minimum) 

$5,000,000 aggregate (minimum) 

11-25 Restaurants:  $10,000,000 each occurrence (minimum) 

$10,000,000 aggregate (minimum) 

26 or more Restaurants:  $15,000,000 each occurrence (minimum) 

$15,000,000 aggregate (minimum) 

 

Upon 30 days prior notice to you, we may increase the minimum protection requirement as of the 

renewal date of any policy, and require different or additional kinds of insurance at any time, including excess 

liability (umbrella) insurance, to reflect inflation, identification of new risks, changes in law or standards of 

liability, higher damage awards or other relevant changes in circumstances. 

If you at any time fail or refuse to maintain in effect any insurance coverage required by the Company, 

or to furnish satisfactory evidence of it, the Company, at its option and in addition to its other rights and 

remedies under this Agreement, may, but need not, obtain this insurance coverage on your behalf, and you shall 

promptly sign any application or other forms or instruments required to obtain any insurance and pay to the 

Company, on demand, any costs and premiums incurred by the Company. At our request, you must furnish us 

with evidence of insurance coverage and payment of premiums as we require. 

Your obligation to maintain insurance coverage is not diminished in any manner by reason of any 

separate insurance we may choose to maintain, nor does it relieve you of your obligations under Section 16.B 

below. 

I. QUALITY CONTROL. 

We may, in our sole discretion, establish quality control programs, such as a “secret shopper” program, 

an interactive voice response or web-based customer satisfaction measurement program such as Mind Share, a 

“customer intercept” program and/or customer focus groups, to ensure the highest quality of service and food 

products in all Costa Vida Restaurants. You must participate in any such quality control programs at our 

discretion and bear your pro-rata share, as determined by us in our sole discretion, of the costs of any such 

program. We reserve the right to publish or disclose to other franchisees, in any manner or format that we deem 

appropriate in our sole discretion, any information that we collect, produce or maintain in connection with these 
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quality control programs. We also reserve the right to publish or disclose to third parties in an aggregate 

anonymous format any information that we collect, produce or maintain in connection with these quality control 

programs. In addition the quality control described above, we may inspect your Restaurant from time to time 

and at any time to evaluate compliance with our System Standards. 

J. PROVISIONS CONCERNING COMPLIANCE WITH ANTI-TERRORISM LAWS. 

You, your Owners and your Affiliates agree to comply with and/or to assist us to the fullest extent 

possible in our efforts to comply with Anti-Terrorism Laws (as defined below). In connection with this 

compliance, you, your Owners and your Affiliates certify, represent, and warrant that none of your property or 

interests is subject to being “blocked” under any of the Anti-Terrorism Laws and that you, your Owners, and 

your Affiliates are not otherwise in violation of any of the Anti-Terrorism Laws. 

For the purposes of this Section 8.J, “Anti-Terrorism Laws” means Executive Order 13224 issued by 

the President of the United States, the Terrorism Sanctions Regulations (Title 31, Part 595 of the U.S. Code of 

Federal Regulations), the Foreign Terrorist Organizations Sanctions Regulations (Title 31, Part 597 of the U.S. 

Code of Federal Regulations), the Cuban Assets Control Regulations (Title 31, Part 515 of the U.S. Code of 

Federal Regulations), the USA PATRIOT Act, and all other present and future federal, state, and local laws, 

ordinances, regulations, policies, lists and any other requirements of any Governmental Authority (including the 

United States Department of Treasury Office of Foreign Assets Control) addressing or in any way relating to 

terrorist acts and acts of war. 

You, your Owners and your Affiliates certify that none of you, your Owners and your Affiliates, your 

employees, or anyone associated with you is listed in the Annex to Executive Order 13225. You agree not to 

hire any individual who is listed in the Annex. (The Annex is available at http://www.treasury.gov/offices/ 

enforcement/ofac/sanctions/terrorism.html).  

You, your Owners, and your Affiliates certify that you have no knowledge or information that, if 

generally known, would result in you, your Owners and your Affiliates, your employees, or anyone associated 

with you to be listed in the Annex to Executive Order 13224. 

You, your Owners, and your Affiliates are solely responsible for ascertaining what actions must be 

taken by you to comply with the Anti-Terrorism Laws, and you specifically acknowledge and agree that your 

indemnification responsibilities set forth in Section 16.B of this Agreement pertain to your obligations under this 

Section 8J.  

Any misrepresentation by you under this Section 8.J or any violation of the Anti-Terrorism Laws by 

you, your Owners and your Affiliates, or your employees shall constitute grounds for immediate termination of 

this Agreement and any other Agreement you have entered with us or one of our Affiliates, in accordance with 

the terms of Section 14.A of this Agreement. 

K. CATERING POLICY. 

You are hereby authorized during the Term to offer catering services from your Restaurant, subject to 

your full compliance with the catering policies set forth in the Operations Manual and such other policies and 

guidelines that we may provide from time to time during the Term. We may revoke this authorization at any 

time and for any reason by giving you written notice of such revocation. 

9. RESTRICTIVE COVENANTS. 

A. CONFIDENTIAL INFORMATION. 

You acknowledge that we possess certain Confidential Information (as defined in Section 1.D above) 

including, without limitation, proprietary knowledge consisting of the Ingredients and methods of preparation of 

food products sold at and operating procedures of Costa Vida Restaurants. We may disclose Confidential 
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Information to you, your Owners, or your Personnel in the training program, Operating Manual and/or in 

guidance furnished to you during the Term of the Agreement. Each person who is or becomes an Investor must 

sign an agreement in the form we prescribe, undertaking to be bound by the confidentiality and non-competition 

covenants contained in this Agreement, the current form of which is attached hereto as Exhibit E. 

We will disclose parts of our Confidential Information to you solely for your use in the operation of 

your Restaurant. The Confidential Information is proprietary and includes our Trade Secrets. During the Term 

and thereafter: (1) you and your Owners may not use the Confidential Information in any other business or 

capacity (which you and your Owners agree and acknowledge would be an unfair method of competition); (2) 

you and your Owners must maintain the confidentiality of the Confidential Information; (3) you and your 

Owners may not make unauthorized copies of any portion of the Confidential Information disclosed in written, 

electronic, or other form; (4) you and your Owners must implement all reasonable procedures we periodically 

prescribe to prevent unauthorized use or disclosure of the Confidential Information, including the use of non-

disclosure/non-compete agreements with your Owners, officers, directors, Operating Partners, General 

Managers, assistant managers, Prep Cooks, and the like, and you and your Owners must deliver these 

agreements to us; (5) you and your Owners must not disclose during or after the Term of the franchise any of the 

Confidential Information; (6) you, your Owners, General Managers, Prep Cooks, assistant managers, team 

trainers, shift supervisors, and all other Personnel who prepare the food will be required to sign a standard 

confidentiality agreement for any trade secrets and Confidential Information herein described and to conform 

with the covenants not to compete; (7) you and/or your Owners must immediately notify us if there is an 

improper disclosure and if it is determined that there was negligence in protecting the behavior, you can be sued 

for damages; and (8) you and your Owners acknowledge that we have no obligation to reimburse you or provide 

any remuneration for implementing all reasonable procedures that we periodically prescribe to prevent 

unauthorized use or disclosure of the Confidential Information. 

At the end of the Term, you and your Owners must deliver to us all Confidential Information in your 

possession or control. Your restrictions on disclosure and use of Confidential Information do not apply to 

information or techniques which are or become generally known in the restaurant industry (other than through 

your own disclosure), provided you obtain our prior written consent to such disclosure or use. If any of the 

Confidential Information which has been disclosed to you pursuant to this Agreement becomes generally known 

in the food service industry other than through your default in the obligations under this Agreement, and you 

desire to be released from the secrecy obligations under this Section in respect to this information, we will not 

unreasonably withhold our consent to this release. 

Notwithstanding the foregoing provisions of this Section 9.A, you must comply with all applicable 

federal, state and local laws, including any restrictions on post-termination non-competition agreements. In the 

event of a conflict between the terms of this Agreement and any such laws, your obligation to comply with the 

laws shall supersede this Agreement, but only to the narrowest extent necessary to ensure compliance with such 

laws. By way of illustration only: If this Agreement calls for a post-termination non-competition agreement to 

extend for two years after termination but applicable state law only allows such agreements to extend for one 

year, then an agreement which extends for one year may be deemed to comply with this Agreement; but an 

agreement that extends for less than one year would not be in compliance with this Agreement. 

B. IN-TERM COVENANTS. 

You agree and acknowledge that the Company would be unable to protect the Confidential Information 

against unauthorized use or disclosure and would be unable to encourage a free exchange of ideas and 

information among Costa Vida Restaurants if franchised owners of Costa Vida Restaurants or the manager or 

other key personnel of your Restaurant and Entity were permitted to hold interests in or perform services for a 

Competitive Business (defined below). You also agree that we have granted the franchise to you in 

consideration of and reliance upon your agreement to deal exclusively with us in any business similar to Costa 

Vida. Therefore, you agree (and agree to cause all Owners if Franchisee is an Entity, and all other Restricted 

Persons), during the term of this Agreement, not to have any direct or indirect interest in a Competitive 
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Business, or perform services of any type as an owner, director, officer, employee, consultant, representative or 

agent, or in any other capacity, in any retail food establishment (including any restaurant) in which any of the 

following categories constitutes more than 20% of its revenues or 20% of its menu: (1) burritos, tacos, 

quesadillas; (2) Latin American, Central American, or Mexican food, desserts, or beverages of any kind; as well 

as any business that manufactures, wholesales, and/or distributes Latin American, Central American, or 

Mexican food, desserts, or beverages of any kind, including tortillas and salsas; and (3) or any franchisor or 

licensor of the same (each a “Competitive Business”). The restrictions of this Section 9.B, including the 

definition of Competitive Business, will not apply to: (1) the ownership of shares of a class of securities listed 

on a public stock exchange or traded on the over-the-counter market that represent two percent (2%) or less of 

the number of shares of that class of securities issued and outstanding; or (2) the ownership or operation of other 

Costa Vida Restaurants that are licensed or franchised by us or any of our Affiliates. Further, you agree during 

the term of this Agreement that you shall not hire any employee who, within the immediately preceding six 

months, was employed by the Company or any other franchisee or licensee of us, without obtaining the prior 

written permission of us or the franchisee or licensee pursuant to Section 4.C of this Agreement.  

C. INFORMATION EXCHANGE. 

All recipes, processes, ideas, concepts, methods, techniques, or materials used or useful to a restaurant, 

grocery store, or other business offering food products, whether or not constituting protectable intellectual 

property, that you create, or that are created on your behalf, in connection with the development or operation of 

your Restaurant must be promptly disclosed to us. If we adopt any of them as part of the System, they will be 

deemed to be our sole and exclusive property and deemed to be works made for hire for us. You must sign 

whatever assignment or other documents we request to evidence our ownership or to assist us in securing 

intellectual property rights in these recipes, processes, ideas, concepts, methods, techniques, or materials. 

10. MARKETING AND ADVERTISING. 

A. LOCAL MARKETING FUNDS (LMF). 

You must spend for locally advertising and promoting your Restaurant those amounts we periodically 

establish, but no less than two percent (2%) of Net Sales during any period consisting of four of your 

consecutive fiscal quarters. These amounts spent on local advertising and promotion will be designated as Local 

Marketing Funds (“LMF”). At our request, you shall furnish us with copies of invoices and other documentation 

evidencing your compliance with this Section 10.A. If we determine, at some later date, that you have spent an 

amount less than two percent (2%) of Net Sales during the then most recently completed four consecutive fiscal 

quarters for locally advertising and promoting your Restaurant, we may collect LMF contributions directly. We 

also may collect LMF directly from each Restaurant in a designated market area (“DMA”) when a DMA 

Marketing Cooperative (as defined in Section 10.E below) is formed. If we change the amount of LMF you must 

spend, we shall provide you with not less than 30 days’ notice of such change. LMF contributions, if collected 

by us, will be payable on the first business day following the immediately preceding Reporting Period together 

with the Royalty Fees dues hereunder. At our discretion, said funds may be electronically drafted or transferred 

from the designated account referred to in Section 6.D above. The LMF monies will be used to pay for the cost 

of implementing local marketing plans developed by you and approved by us. For these purposes, qualifying 

LMF expenditures include: (i) amounts contributed to advertising associations; (ii) [intentionally omitted]; and 

(iii) amounts spent by you for advertising media, such as television, radio, Internet, digital, social media, 

newspaper, print, billboards, posters, direct mail, collateral and promotional items, and advertising on public 

vehicles (transit and aerial) and, (iv) if not provided by us, the cost of producing approved materials necessary to 

participate in these media. Non-qualifying LMF advertising expenditures include amounts spent for items which 

we, in our reasonable judgment, deem inappropriate for meeting the minimum advertising requirement, 

including permanent on-premises signs and menu-board hardware, lighting, administrative costs, discounts/free 

offers, purchase of a catering vehicle and employee incentive programs. Our detailed list of qualifying and non-

qualifying LMF expenditures is revised periodically. We reserve the right to designate any expenditure as a 

qualifying or non-qualifying LMF expenditure and the right to periodically re-designate at our discretion any 

qualifying expenditure as a non-qualifying expenditure and vice versa. 
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B. MARKETING ADMINISTRATION FEE (MAF). 

In addition to the advertising and promotional expenditures and/or contributions required by Section 

10.A above, you shall contribute a Marketing Administrative Fee (“MAF”) not less than one half of one percent 

(0.5%) of Net Sales, payable on the first business day following the immediately preceding Reporting Period 

together with the Royalty Fees due hereunder. At our discretion, MAF contributions may be electronically 

drafted or transferred from the designated account referred to in Section 6.D above. The MAF shall be used by 

us to cover costs of, among other things, supporting and conducting market research activities, marketing 

collateral development, concept development (food and customer experience, project development and testing), 

design development (design, website development, store prototyping and testing), and maintenance, public 

relations, administration and direction of the foregoing activities. We shall not be required to separately account 

to you for the MAF or the expenditures therefrom. In the event that the MAF is discontinued, any remaining 

funds will be distributed back to the contributors, on a pro rata basis. 

C. NATIONAL MARKETING FUND (NMF). 

Although we do not currently have such a fund, we may, in our sole discretion, during the term of this 

Agreement, establish and administer a National Marketing Fund (the “NMF”) for the creation and development 

of marketing, advertising and related programs and materials, including electronic, print and Internet media as 

well as the planning and purchasing of national and/or regional network advertising. Upon the establishment of 

a NMF, you must contribute amounts that we periodically establish, up to two percent (2%) of Net Sales, and 

payable on the first business day following the immediately preceding Reporting Period together with the 

Royalty Fees due hereunder. At our discretion, NMF contributions may be electronically drafted or transferred 

from the designated account referred to in Section 6.D above. Costa Vida Restaurants owned by us and our 

Affiliates shall contribute to the NMF on the same basis as the then-current rate for franchisees. We reserve the 

right to increase or modify the two percent (2%) maximum limit on NMF contributions (as well as the 

maximum limits on the LMF and the MAF contributions) in the future by gaining an approval vote by 51% of 

all then-existing Costa Vida Restaurants. Voting will be accomplished through a system of one vote per eligible 

Costa Vida Restaurant. 

The NMF will be accounted for separately from our other funds. All disbursements from the NMF shall 

be made first from income and then from contributions. While our intent is to balance the NMF on an annual 

basis, the NMF may periodically run at either a surplus or deficit. We may spend in any fiscal year an amount 

greater or less than the aggregate contributions of all Costa Vida Restaurants to the NMF in that year, and the 

NMF may borrow from us or other lenders to cover deficits in the NMF or cause the NMF to invest any surplus 

for future use by the NMF. We will prepare annually a statement of monies collected and costs incurred by the 

NMF and furnish a copy to you upon your written request. Except as otherwise expressly provided in this 

Section 10.C, we assume no direct or indirect liability or obligation with respect to the maintenance, direction or 

administration of the NMF. We do not act as trustee or in any other fiduciary capacity with respect to the NMF. 

We may seek the advice of owners of Costa Vida Restaurants by formal and/or informal means with 

respect to the creative concepts and media used for programs financed by the NMF. We have established a 

Costa Vida Advisory Council (“CVAC”). Members of the CVAC are elected by franchisees from among 

signatory franchise owners who have at least one restaurant open, and the CVAC serves only in an advisory 

capacity. The final authority on all programs financed by the NMF rest with us, and we have sole discretion over 

all aspects of these programs, including national or regional media, creative concepts, materials, endorsements, 

agencies and suppliers. We have the right to change or dissolve the CVAC. 

We may increase the LMF, MAF, or NMF contributions above two percent (2%), one-half percent 

(.5%) and two percent (2%) of Net Sales, respectively, with an affirmative vote by 66% of all the then-existing 

Affiliated Restaurants and Franchised Restaurants or by an affirmative vote of 51% of the then existing 

Franchised Restaurants. 
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D. ADVERTISING APPROVALS AND INITIAL ADVERTISING COSTS. 

You acknowledge that all advertising and promotional materials will be sourced solely through us. You 

must submit to us for our prior approval a marketing plan and samples of all advertising and promotional 

materials not prepared or previously approved by us and which vary from our standard advertising and 

promotional materials by following the procedures that are in place at the time of submittal. If you elect to work 

with a marketing firm (including an advertising agency or public relations firm), you must obtain our written 

approval of such marketing firm, and such marketing firm must sign a confidentiality and non-disclosure 

agreement approved by us before you sign any contracts or share any Confidential Information with such 

marketing firm. This marketing firm or agency shall not under any circumstances be given access to any of our 

proprietary limited-access intranet (including the Franchise Website), sites or any other information we deem 

inappropriate. You may not use any advertising or promotional materials that we have not approved. 

We may establish a creative process in which you will submit requests for advertising and promotional 

materials for your Restaurant. You must follow this process when established. You will find this process in the 

Operations Manual. We will try to meet your requests by using existing marketing collateral and/or 

customizable marketing templates. As part of the creative process, you acknowledge that we may incur costs in 

customizing the proposed advertising and promotional materials. We reserve the right to charge for these 

customized revisions of the advertising and promotional materials. Additionally, if your creative marketing 

requests fall outside the scope of, and cannot be adequately met with, existing collateral and marketing 

templates, we will charge you a customized marketing development fee and will provide you with an estimate of 

this fee at the outset of the project. If your project exceeds available resources or the timeline we provide, you 

must pay this customized marketing development fee to complete your custom marketing project. 

If you default under this Agreement, fail to pay any amounts due and payable to us or our Affiliates, or 

fail to comply with any other provision of this Agreement, we may elect not to provide you marketing and 

advertising assistance for your Restaurant’s grand opening or on an ongoing basis. Until such time as you pay 

your outstanding obligation in full or cure this default, we may withhold permission for you to open your 

Restaurant. 

E. DMA MARKETING COOPERATIVES. 

We have the right, at our sole discretion, to establish or approve marking cooperatives for Costa Vida 

Restaurants in your local or regional areas, covering these geographic areas as we may periodically designate (in 

each case, a “DMA Marketing Cooperative” or “Marketing Cooperative”). You must participate in any such a 

Marketing Cooperative at the time your Restaurant opens for business, and you must immediately become a 

member of such Marketing Cooperative. If a Marketing Cooperative applicable to your Restaurant is established 

during the Term, you must become a member no later than 30 days after the date approved by us for the 

Marketing Cooperative to commence operation. The following provisions shall apply to each Marketing 

Cooperative: 

(1) Each Marketing Cooperative shall use a voting system of one vote per eligible Costa 

Vida Restaurant. 

(2) Each Marketing Cooperative shall be organized and governed in a form and manner, 

and shall commence operations on a date, approved in advance by us in writing. No changes in the by-

laws or governing documents of a Marketing Cooperative shall be made without our prior written 

consent. 

(3) Each Marketing Cooperative shall be organized for the exclusive purpose of 

administering advertising programs and developing, subject to our approval, promotional materials for 

use by the members in the Marketing Cooperative. 
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(4) No advertising or promotional plans or materials may be used by a Marketing 

Cooperative or furnished to its members without prior approval by us pursuant to Section 10.E(6) 

below. 

(5) You and each other member of the Marketing Cooperative shall contribute to the 

Marketing Cooperative, using a collection structure selected and established by us, the amount 

determined in accordance with the Marketing Cooperative by-laws. Any Affiliated Restaurants located 

in a designated local or regional area(s) will contribute to the Marketing Cooperative on the same basis 

as Franchised Restaurants. Contributions to these local and/or regional advertising Marketing 

Cooperatives are credited towards the advertising expenditures required by Section 10.A above; 

however, if we provide you and your Marketing Cooperative with 90 days’ notice of a special 

promotion, including any regional promotions, you must participate in this promotion and pay to us any 

special promotion advertising fees assessed in connection therewith, beginning on the effective date of 

such notice and continuing until such special promotion is concluded. Any such special promotion 

advertising fees shall be in addition to, and not credited towards, the two percent (2%) advertising 

expenditure required by Section 10.A above.  

(6) All advertising and promotion by you and the Marketing Cooperative shall be in such 

media and of such type and format as we may approve, shall be conducted in a dignified manner, and 

shall conform to such standards and requirements as we may specify. You or the Marketing Cooperative 

shall submit written samples of all proposed advertising and promotional plans and materials to us for 

our approval at least 30 days before their intended use, unless these plans and materials were prepared 

by us or have been approved if they have not been disapproved by us within 15 days after their receipt 

by us. 

(7) At our request, you shall furnish us with copies of this information and documentation 

evidencing your Marketing Cooperative contributions as we may require to evidence your compliance 

with this Section 10.E. 

F. PROMOTIONS. 

You must participate in all promotions and advertising campaigns required by us, whether on a test, 

temporary or permanent basis, and to maintain adequate inventories of all products identified by us as part of a 

promotion or advertising campaign. You shall accept any coupons issued by us or our Affiliates. You must 

display in your Restaurant all (1) product identification materials; (2) point-of-purchase promotional materials; 

(3) promotional memorabilia, merchandise and prizes; and (4) other advertising marketing materials we provide 

you pursuant to this Section 10 for use by Restaurants. At our request, you must display in a prominent, 

accessible place a “franchising opportunities” display furnished by us at our expense for the purpose of 

increasing public awareness of the availability of franchises. 

G. LOYALTY PROGRAM. 

The Costa Vida loyalty program (the “Loyalty Program”) is a program that awards and encourages 

repeat business through granting certain incentives to repeat customers. It is described more fully in the 

Operations Manual. You must participate in the Loyalty Program and comply with all of the Loyalty Program’s 

procedures, standards, specifications, and fulfillment as set forth in the Operations Manual.  

We will have no obligation to maintain the Loyalty Program indefinitely, and may discontinue it at any 

time. We have the right and discretion to modify or discontinue the Loyalty Program at any time. We will have 

no liability or obligation whatsoever with respect to any required modification or discontinuance of the Loyalty 

Program. We are not obligated to reimburse you for any loss of goodwill associated with any modification or 

discontinuance of the Loyalty Program.  
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We may require you to purchase and install necessary hardware, software, cards, and other necessary 

additions to your computer system to collect customer information for the Loyalty Program that may include, 

but is not limited to, name, phone number, email address, username, password, money spent, and food products 

and merchandise purchased. At our sole discretion, we will use this information to establish and deliver service 

to the customers. We may use this information to contact customers about products, promotions, and service 

updates, provide usage information, and deliver other product and/or service-related information. You 

acknowledge and agree that we are the sole owners of and reserve the rights to access the customer information 

collected through your POS and computer systems. You and your Owners agree not to sell, publish, disclose, or 

disseminate in any fashion the customer information collected through the Loyalty Program and all other 

promotion in accordance with the Operations Manual. 

H. FRANCHISEE WEBSITES. 

You may not promote, offer, or sell any products or services relating to your Restaurant, or use any of 

the Marks, through the Internet without our consent. You and your Owners agree not to register any Internet 

domain name in any class or category that contains the words Costa Vida or any abbreviation, acronym, or 

variation of those words. Also, you and your Owners agree to not use any email address or alias that contains the 

words Costa Vida or any abbreviation, acronym, or variation of those words except those we have authorized. 

This section also includes the use of Costa Vida, or any derivative of Costa Vida or its name, marks, or designs 

that would likely confuse or cause a customer or potential customer to believe such derivative name, mark or 

design is approved by Costa Vida, and it includes publication of such names, marks, or designs via social media 

pages or mobile applications. 

We will create a social-media page for your Franchise when it opens for business and will provide you 

access through an Internet-based platform that we select and use from time to time. All social-media pages will 

belong to us, and your use thereof will be subject to the policies and procedures set forth by us, as modified 

from time to time. You are not authorized to create any social-media pages or accounts (including, without 

limitation, Instagram, Facebook, Twitter, and Snapchat) for your Franchise without our prior written consent. 

I. COSTA VIDA WEBSITE AND INTRANET. 

We have established and plan to maintain the Costa Vida Website (the “Website”) to provide 

information about Costa Vida, the Franchise, and the products and services that Restaurants offer. Also, we will 

have control over the Costa Vida Website’s design and contents. We will have no obligation to maintain the 

Website indefinitely and may dismantle it at any time. We have the right to modify or discontinue the Website 

or any of its functions if we determine that it becomes advisable at any time. We will have no liability or 

obligation whatsoever with respect to any required modification or discontinuance of the Website. Also, we are 

not obligated to reimburse you for any loss of goodwill associated with any modification or discontinuance of 

the Website. We may include pages on the Website that identify participating Restaurants by address and 

telephone number. We are the sole owners of and reserve the rights to access and use the customer information 

collected through the Costa Vida Website. You will not have the capability or the right to modify the Website. 

We have established and plan to maintain a Costa Vida franchising website (the “Franchise Website”) 

through which (i) members of the Costa Vida network may communicate with each other, (ii) we may 

disseminate updates to the Operations Manual and other confidential information, and (iii) members of the Costa 

Vida network may purchase food, Ingredients, supplies, marketing and advertising material, merchandise and 

other things we deem appropriate. We may use the Franchise Website to provide Restaurant rankings in the 

Costa Vida network based on various data points tracked at any given time for the purpose of performance 

evaluation. No restaurant-specific financial information will be included on any ranking report provided for the 

consumption of the general franchise populace through the Franchise Website. 

We will have no obligation to maintain the Franchise Website indefinitely and may dismantle it at any 

time. We will have no liability or obligation whatsoever with respect to any required modification or 

discontinuance of the Franchise Website. Also, we are not obligated to reimburse you for any loss of goodwill 
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associated with any modification or discontinuance of the Franchise Website. We may include pages on the 

Franchise Website that identify participating Franchisees, General Managers, and vendors by address, telephone 

number, and email address. You will not have the capability or the right to modify the Franchise Website. We 

are the sole owners of and reserve the rights to access and use the customer information collected through the 

Franchise Website. 

Access to the Franchise Website by your employees should be strictly limited. You acknowledge that 

you are responsible for all product orders placed by employees through the Franchise Website and agree to 

reimburse us for any and all unpaid purchases made through the Franchise Website by your Restaurant. 

We may require you to purchase and install necessary hardware, software, and other necessary additions 

to your computer system and to establish and continually maintain connection with the Franchise Website that 

allows us to send messages to and receive messages from you. Your obligations to maintain connection with the 

Franchise Website will continue until the expiration or termination of this Agreement (or, if earlier, until we 

dismantle the Franchise Website). 

At the time of this Agreement, the Franchise Website is located at www.cvfranchise.com. Such web 

address is subject to change at our sole discretion. 

We may, in our sole discretion, establish and administer an Information Systems Administrative Fee 

(“ISAF”) not to exceed fifteen hundredths of one percent (0.15%) of Net Sales, payable on the first business day 

following the immediately preceding Reporting Period, together with the Royalty Fees due hereunder. At our 

discretion, ISAF contributions may be electronically drafted or transferred from the designated account referred 

to in Section 6.D of this Agreement. The ISAF shall be our exclusive property and shall be used by us to cover 

costs of, among other things, supporting and conducting website and intranet development, and maintenance, 

administration and direction of the Website, Franchise Website, and foregoing activities.  

If you default under this Agreement, fail to pay any and all amounts due and payable to us or our 

Affiliates, or fail to comply with any other provision of this Agreement, we may remove information about your 

Restaurant from the Website, until such time as you pay your outstanding obligation in full or cure this default 

or we may temporarily suspend your access to any message board, directory, online shopping catalog, or other 

features the Franchise Website includes until such time as you fully cure the default. You must reimburse us for 

any and all purchases made through the Franchise Website by your Restaurant. You acknowledge that you are 

responsible for all product orders placed by employees through the Franchise Website and subsidiaries of the 

website. 

J. CUSTOMER ORDERING SYSTEM. 

You agree that we may, at our option, establish and maintain a customer ordering system (the “Ordering 

System”). Through this system, we may allow customers to order food, beverages, merchandise, and other 

products and services we deem appropriate. You agree that we have control over the Ordering System. You 

must have your Restaurant participate in fulfilling customer orders that come through the Ordering System. We 

may establish a phone-based, Internet-based or mobile device-based Ordering System. We have the right to use 

any technology in creating, establishing, and maintaining the Ordering System. 

We will have no obligation to maintain the Ordering System indefinitely, and may dismantle it at any 

time. We will have no liability or obligation whatsoever with respect to any required modification or 

discontinuance of the Ordering System. We are not obligated to reimburse you for any loss of goodwill 

associated with any modification or discontinuance of the Ordering System. You will not have the capability or 

the right to modify the Ordering System. We are the sole owners of and reserve the rights to access and use the 

customer information collected through the Ordering System. 
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We may require you to purchase and install necessary hardware, software, and other necessary additions 

to your computer system and to establish and continually maintain connection with the Ordering System that 

allows customers to purchase food, beverages, merchandise, and other products from your Restaurant. Your 

obligations to maintain staff and systems necessary for the Ordering System will continue until the Franchise 

Agreement’s expiration or termination (or, if earlier, until we dismantle the Ordering System). 

K. GIFT CARDS. 

We may, from time to time, implement a gift-card program, and you will be required to participate in 

any such program. All monies received by you for the purchase of gift cards will be thereafter a liability of 

yours, payable to us or our designee immediately upon the earlier of (a) the full or partial redemption of the gift 

card, in the amount of such redemption, or (b) the termination of this Agreement. 

11. RECORDS, REPORTS, AND FINANCIAL STATEMENTS. 

A. REPORTS, RECORDS AND BOOKKEEPING. 

You must establish and maintain a bookkeeping, accounting, record-keeping and data-processing 

system conforming to the requirements and formats that we prescribe and as set forth in the Operations Manual. 

You must prepare and maintain three years’ complete and accurate books, records, (including invoices and 

records relating to your advertising expenditures) and accounts (using our then-current standard chart of 

accounts) for your Restaurant, copies of your sales tax returns and related portions of your state and federal 

income tax returns, daily cash reports, cash receipts journal and general ledger, cash disbursements journal and 

weekly payroll register, monthly bank statements and daily deposit slips and canceled checks, supplier invoices, 

dated cash register tapes (detail and summary), semi-annual balance sheets and monthly profit and loss 

statements, daily production, leftover and donations records and weekly inventories, records of promotions and 

coupon redemptions, records of all corporate accounts, and such other records as we deem appropriate as related 

to your Restaurant (collectively, the “Records”).  

You must furnish to us reports relating to your Restaurant by the delivery method and in a form and 

content as we have the right to periodically prescribe. In addition, you must furnish us periodic reports, 

including, without limitation, the following: 

(i) Sales Reports. Monthly reports of gross revenues or Net Sales due at the same time 

that Royalty Fees are due; 

(ii) Monthly Financial Reports. Within 15 days after the end of calendar month, a profit 

and loss statement for your Restaurant for the previous month and a year-to-date statement of financial 

condition as of the end of the previous month; 

(iii) Quarterly Reports. Within 30 days after the end of calendar quarter, a quarterly 

balance sheet and income statement and statement of cash flow of your Restaurant for such quarter, 

reflecting any adjustments and accruals; 

(iv) Semi-Annual Reports. Within 15 days after the end of each six-month calendar period, 

a balance sheet for your Restaurant as of the end of that semi-annual period;  

(v) Annual Reports. Within 90 days after the end of each calendar year, (1) a year-end 

balance sheet and income statement and statement of cash flow for you and all of your Affiliates that 

develop, own or operate Costa Vida restaurants, all prepared in accordance with generally accepted 

accounting principles, consistently applied, reflecting all year-end adjustments and accrual; (2) similar 

information from all Owners who have signed a Guaranty; and (3) such summaries of financial 

information as we may require; 
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(vi) Tax Returns. Within 10 days after the returns are filed, exact copies of federal and 

state income, sales and any other tax returns and the other forms, records, books and other information 

pertaining to your Restaurant as we have the right to periodically require; 

(vii) Other Reports. Within 30 days of our request, such other information as we may 

periodically require, including sales mix data; food, labor, and paper cost reports; sales and income tax 

statements; and a consolidated Business Plan (as defined and set forth below) for all Costa Vida 

Restaurants that you and your Affiliates own or operate.  

All accounting and other reports shall use our then-current standard chart of accounts and standard 

accounting methodologies and practices as outlined in the System Standards. Each report and financial 

statement must be signed and verified by you in the manner we specify. We reserve the right to publish or 

disclose information that we obtain under this Section in any data compilations, collections, or aggregations that 

we deem appropriate, in our sole discretion, including financial information relating to your individual 

Restaurant. We reserve the right to impose a penalty at our discretion for each record, report or financial 

statement that you fail to provide within the applicable amount of time set forth above. We also have the right to 

require that your financial statements be audited, at your expense, by an independent certified public accountant 

approved by us. We have the right to determine the format and manner of submission of each report. In addition, 

we have the right to charge you a late fee for each delinquent report due to us, as further described above. Also, 

we have the right, but not the obligation, to provide you with analytical and comparative restaurant performance 

reports. The data we use to generate these reports are aggregated directly from information provided by 

franchise owners and third-party sources. Therefore, it would be impossible to warrant the veracity of these 

reports. Ideal and theoretical food, labor, and paper costs found in these reports are estimates and may or may 

not be accurate. You acknowledge that we do not warrant the reliance on the figures in these reports for your 

Restaurant. 

We have the right to require you to create, prepare and continually update a business plan containing 

such information as we may require and presented in a format which we have approved (“Business Plan”). 

Your Business Plan must include, with respect to the Restaurant that you own and operate under this Agreement 

as well as all Restaurants owned or operated by you or any of your Affiliates, your short-term and long-term 

goals in at least the following areas: your mission statement, sales building, customer satisfaction, operations, 

quality of service, staffing, training certification, human resources, marketing, development and initiatives. 

B. RETENTION OF RECORDS. 

All records must be maintained for at least three years. All Records shall be kept at your principal 

address indicated on the first page of this Agreement, unless we otherwise approve; provided, however, that you 

must also keep books, records and accounts of Net Sales and of operations at your Restaurant. You acknowledge 

that we may require you to furnish all or some Records to us from time to time.  

12. THE COMPANY’S RIGHT TO INSPECT YOUR RESTAURANT; AUDITS. 

A. INSPECTIONS.  

To determine whether you are complying with this Agreement and with all System Standards and 

whether your Restaurant is in compliance with the terms of this Agreement, we and our designated agents have 

the right to, at any reasonable time and without prior notice to you: 

(i) Inspect the Premises and your Restaurant; 

(ii) Observe, photograph and video tape your Restaurant’s operations for such consecutive 

or intermittent periods as we deem necessary; 

(iii) Remove samples of any products, materials or supplies for testing and analysis; 
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(iv) Interview Personnel and customers of your Restaurant; and 

(v) Inspect and copy any books, records and documents relating to the operation of your 

Restaurant. 

You must cooperate fully with us in connection with any of our inspections, observations, 

photographing, videotaping, product removal and interviews. You also must cooperate fully with our 

representatives and independent accountants conducting audits.  

You shall maintain readily available for inspection by the Company, and shall furnish to the Company 

upon its request, at these locations as the Company may reasonably request (including the Company’s office), 

exact copies of all books and records, tax returns and documents relating to the development, ownership, lease, 

occupancy or operation of your Restaurant and of any corporation or partnership that holds the Franchise and 

shall afford the Company (and its agents), at any time during business hours, and without prior notice to you, 

full and free access to these books and records at your Restaurant. The Company (and its agents) shall have the 

right to make extracts from, and copies of, and to audit, or cause to be audited, these books and records and shall 

have the right to communicate freely with Restaurant employees. You shall fully cooperate with representatives 

of the Company and independent accountants hired by the Company to conduct any inspection or audit. In the 

event any inspection or audit shall disclose an understatement of the Net Sales of your Restaurant, you shall pay 

to the Company, within seven days after receipt of the inspection or audit report, the Royalty Fees, service fee, 

and any advertising contributions due on the amount of this understatement, plus interest (at the rate and on the 

terms provided in Section 6 above) from the date originally due until the date of payment. Further, in the event 

this inspection or audit is made necessary by the failure of you to furnish reports, supporting records or other 

information, as herein required, or to furnish these reports, records or information on a timely basis, or if an 

understatement of Net sales for the period of any inspection or audit (which shall not be for less than three 

months) is determined by any inspection or audit to be greater than two percent (2%), you shall reimburse the 

Company for the cost of the inspection or audit, including the charges of any attorneys, independent accountants 

and the travel expenses, room and board and compensation of employees of the Company. The foregoing 

remedies shall be in addition to all other remedies and rights of the Company under this Agreement or under 

applicable law. 

13. TRANSFERS / ASSIGNMENT. 

A. TRANSFERS/ASSIGNMENTS BY US. 

This Agreement is fully transferable and/or assignable by us and will inure to the benefit of any 

transferee or assignee or other legal successor to our interest in this Agreement. 

B. RESTRICTIONS ON TRANSFERS BY YOU. 

Your rights and duties created by this Agreement are personal to you, or, if you are a business 

corporation, partnership, limited liability company or other legal entity, your Owners. We have granted this 

Agreement to you in reliance upon our perceptions of the individual or collective character, skill, aptitude, 

attitude, business ability and financial capacity of you and, if you are not an individual, your Owners. 

Accordingly, no Transfer will be made without our prior written approval. Any Transfer without our approval 

will constitute a breach of this Agreement and will be void and of no effect. You may not under any 

circumstance directly or indirectly sub-franchise or sub-license any of your rights hereunder.  

“Transfer” is defined, for purposes of this Agreement, as the voluntary or involuntary, direct or indirect 

transfer, assignment, sale, gift, pledge, mortgage, hypothecation or other disposition (including those occurring 

by operation of law and a series of transfers that in the aggregate constitute a Transfer) of any of your interest in 

this Agreement or of a Controlling Interest in you. It may also be used as a verb, in which case it shall mean the 

act of completing a Transfer. “Controlling Interest,” for purposes of this Section 13 and provisions, addenda 

and exhibits which refer to this Section 13, means an interest, the ownership of which empowers the holder to 
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exercise a controlling influence over the management, policies or personnel of an entity. Ownership of 10% or 

more of the equity or voting securities of a corporation, limited liability company or limited liability partnership 

or ownership of any general partnership interest in a general or limited partnership will be deemed conclusively 

to constitute a Controlling Interest in the corporation, limited liability company, or partnership, as the case may 

be. 

C. CONDITIONS FOR APPROVAL OF TRANSFERS BY YOU. 

If we have not exercised our right of first refusal pursuant to Section 13.G below and if you are in full 

compliance with this Agreement, we will not unreasonably withhold our approval of a Transfer that meets all of 

the reasonable restrictions, requirements and conditions we impose on the Transfer, the transferor, or the 

transferee, including the following: 

(i) Character. The proposed transferee and the individuals ultimately owning the 

transferee, if the transferee is an entity, must be individuals of good moral character and otherwise meet 

our then-applicable standards for owners of Costa Vida Restaurants. Also, the transferee must provide 

us on a timely basis all information we request. 

(ii) Business Experience. The transferee and, if the transferee is an entity, its Owners must 

have sufficient business experience, aptitude and financial resources to operate its business and comply 

with this Agreement. 

(iii) Training. The transferee and its Operating Partner, General Manager, and Prep Cook 

must have completed our initial training program or must otherwise be currently certified by us to 

operate and/or manage a Costa Vida Restaurant to our satisfaction. 

(iv) Satisfaction of Obligations. You have paid all amounts owed for purchases by you 

from us and our Affiliates and all other amounts owed to us or our Affiliates and third-party creditors or 

suppliers. 

(v) Execution of New Agreement or Assumption of Agreement. At our option, the 

transferee either has signed our then-current form of franchise agreement and related documents used in 

the state in which your Restaurant is located (which may provide for different royalties, advertising 

contributions and expenditure, duration and other rights and obligations than those provided in this 

Agreement) for a new term, and if the transferee is an entity, each Owner of the transferee has signed 

our then-current form of guaranty, or has agreed to be bound by and expressly assume all of the terms 

and conditions of this Agreement for the remainder of its term. 

(vi) Payment of Transfer Fees. You or the transferee has paid us a Transfer fee equal to 

Ten Thousand Dollars ($10,000). 

(vii) Execution of Termination Agreement and/or Release. At our option, you and your 

Transferring Owners, if you are an entity, have signed our then-current form of termination agreement 

and/or general release, in form and substance satisfactory to us, unless limited or prohibited by 

applicable law, (which shall release us and our Affiliates and our and their respective officers, directors, 

employees, shareholders, successors, assigns, and agents from any and all claims). 

(viii) Approval of Terms of Transfer. We have approved the material terms and conditions 

of the Transfer, including the price and terms of payment. However, our approval of a Transfer does not 

ensure the transferee’s success as a Costa Vida Restaurant franchisee nor should the transferee rely upon 

our approval of the Transfer in determining whether to acquire your Restaurant. 

(ix) Subordination. If you (or your Owners) finance any part of the sale price of the 

Transferred interest, you and your Owners have agreed that all obligations of the transferee under any 
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promissory notes, agreements or security interests reserved by you (or your Owners) will be subordinate 

to the transferee’s obligations to us and our affiliates. 

(x) Non-Competition Covenant. You and your Owners and Investors must sign a non-

competition covenant, in form and substance satisfactory to us, in favor of us and the transferee agreeing 

that, for a period of two years, starting on the effective date of the Transfer, you and your Owners will 

not directly or indirectly (such as through immediate family members) (a) own any legal or beneficial 

interest in, or render services or give advice to (1) any Competitive Business that is located in the 

Protected Area; (2) any Competitive Business that is located within a five-mile radius of any other Costa 

Vida Restaurant in operation or under construction as of the effective date of the Transfer; or (3) any 

entity which grants franchises, licenses or other interests to others to operate any Competitive Business; 

and (b) recruit or hire any person who is an employee of ours or of any Costa Vida Restaurant operated 

by us, our Affiliates or any franchisee of ours without obtaining the employer’s consent, which consent 

may be withheld for any reason. 

(xi) Landlord Consent. If consent is required, the lessor of the Premises consents to the 

assignment or sublease of the Premises to the transferee. 

(xii) Non-Use of Marks. You and your Owners have agreed that you and they will not 

directly or indirectly at any time or in any manner (except with respect to Costa Vida Restaurants owned 

and operated by you or them) identify yourself or themselves or any of their businesses as a current or 

former Costa Vida Restaurant, or as a franchisee, licensee or dealer of us or our Affiliates; use any 

Mark, any colorable imitation of any of the Marks or other indicia of a Costa Vida Restaurant in any 

manner or for any purpose; or use for any purpose any trade name, trade or service mark or other 

commercial symbol that suggests or indicates a connection or association with us. 

(xiii) Refurbishment. You or the transferee has agreed to any refurbishment of your 

Restaurant required by us to bring your Restaurant in compliance with the then-current standards and 

trade dress. 

(xiv) Restaurant Operation. You have completed development of your Restaurant and are 

operating your Restaurant in accordance with this Agreement. 

(xv) Agreement Compliance. You, your Owners and Affiliates must be in compliance with 

the provisions of this Agreement and all other agreements with us or any of our Affiliates. 

(xvi) Securities Exchange Act. The proposed transferee may not be an entity, or be affiliated 

with an entity, that is required to comply with reporting and information requirements of the Securities 

Exchange Act of 1934, as amended. 

(xvii) Area Development Agreement. If you signed this Agreement pursuant to an area 

development agreement, then the transferee must acquire, in a concurrent transaction, all of your rights, 

and the rights of your Owners and Affiliates, under such area development agreement (or any successor 

area development agreement) and all franchise agreements for Costa Vida Restaurants that you or your 

Owners or Affiliates signed pursuant to such area development agreement (or any predecessor or 

successor area development agreement). 

(xviii) Material Terms and Conditions. The material terms and conditions of the Transfer 

(including the price and terms of payment and the amount to be financed by the transferee in connection 

with the Transfer, which shall not in any event exceed 75% of the purchase price for the assets or stock 

to be Transferred) must not be so burdensome as to be likely, in our reasonable judgment, to adversely 

affect the transferee’s operation of the Restaurant or its compliance with its franchise agreements, any 

area development agreements and any other agreements being Transferred. 
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(xix) Other Conditions. You and your Transferring Owners, if you are an entity, have 

complied with any other conditions that we periodically reasonably require as part of our Transfer 

policies. You and your Owners and Affiliates must sign such other documents and do such other things 

as we may reasonably require to protect our rights under this Agreement and under any area 

development agreement. 

In connection with any assignment permitted under this Section, you will provide us with all documents 

to be signed by you and the proposed transferee at least 30 days before signing. 

D. TRANSFER TO A WHOLLY OWNED ENTITY. 

If you are in full compliance with this Agreement, you will have the right to Transfer your rights in this 

Agreement to a corporation or other entity which will conduct no business other than the business contemplated 

by this Agreement, which you actually manage and in which you maintain management control and own and 

control 100% of the equity and voting power of all issued and outstanding capital stock or other ownership 

interests. Transfers of shares or ownership interests of such entity will be subject to the provisions of this 

Section 13. Even though a Transfer is made under this Section 13, you will remain personally liable under this 

Agreement as if the Transfer to the wholly owned entity had not occurred. The articles of incorporation, by-laws 

operating agreement, and other organizational documents of the corporation must state that the issuance and 

assignment of any interest in the entity is restricted by the terms of this Section 13, and all issued and 

outstanding stock certificates or other certificates evidencing ownership interests in the entity must bear a legend 

reciting or referring to these restrictions. 

E. DEATH OR DISABILITY OF FRANCHISEE. 

Upon the death or permanent disability of Franchisee or, if Franchisee is an entity, of one of its Owners, 

the executor, administrator, conservator or other personal representative of such deceased or disabled person 

shall assign the Franchise or applicable interest in Franchisee to a third party approved by the Company. This 

disposition of the Franchise or interest in Franchisee (including Transfers by bequest or inheritance) shall be 

completed within a reasonable time, not to exceed six months from the date of death or permanent disability, 

and shall be subject to all the terms and conditions applicable to assignments set forth in Section 13.C above and 

to the Company’s right of first refusal set forth in Section 13.G below (provided, however, that Section 13.G 

shall not apply to Transfers to members of the immediate family of Franchisee or an owner of Franchisee or to 

Transfers by gift, bequest or inheritance). Failure to so dispose of the Franchise or interest in Franchisee within 

such period of time shall constitute a breach of this Agreement. Pending disposition, the Company shall have the 

right to approve the management of the Restaurant, and no person whom the Company disapproves shall 

continue to act as a manager of the Restaurant. 

F. SPECIAL TRANSFERS. 

None of Section 13.C(v), Section 13.C(vi) or Section 13.C(xiv) above shall apply to any Transfer of the 

Franchise among any of your then-current Owners. Neither Section 13.C(vi) nor Section 13.C(xviii) above shall 

apply to any Transfer of the Franchise to any member of your immediate family or the immediate family of a 

then-current Owner of Franchisee (if you are a corporation, partnership, limited liability company or other legal 

entity). On 30 days’ notice to us, you (if you are an individual or partnership) may Transfer this Agreement, in 

conjunction with a Transfer of all of the assets of your Restaurant, by an agreement in form and substance 

approved by us, to an entity which conducts no business other than the Restaurant (and other Costa Vida 

Restaurants under franchise agreements granted by us), and of which you own and control all of the equity and 

voting power. The entity to which this Agreement is thus Transferred must comply with Sections 7.A and 7.B 

above. None of the foregoing assignments shall relieve you or your Owners of your respective obligations 

hereunder, and you and your Owners remain jointly and severally liable for all obligations hereunder. 
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G. THE COMPANY’S RIGHT OF FIRST REFUSAL. 

If you or any of your Owners desire to Transfer the Franchise for legal consideration, you or such 

Owner must obtain a bona fide, signed written offer from a qualified purchaser and must deliver immediately to 

us a complete and accurate copy of this offer. If the offeror proposes to buy any other property or rights from 

you or any of your Owners or Affiliates (other than rights under area development agreements or rights to other 

franchise agreements for Costa Vida Restaurants) as part of the bona fide offer, the proposal for the Franchise 

must be set forth in a separate, contemporaneous offer that is fully disclosed to us, and the price and terms of 

purchase offered to you or your Owners for the Transfer of the Franchise must reflect the bona fide price offered 

therefore and may not reflect any value for any other property or rights. 

We have the option, exercisable by notice delivered to you or your Owners within 30 days from the date 

of delivery of a complete and accurate copy of such offer to us, to purchase such interest for the price and on the 

terms and conditions contained in such offer, provided that: (1) we may substitute cash for any form of payment 

proposed in this offer; (2) our credit shall be deemed equal to the credit of any proposed purchaser; and (3) we 

will have not less than 90 days from the option exercise date to consummate the transaction. We have the right 

to investigate and analyze the business, assets and liabilities and all other matters we deem necessary or 

desirable to make an informed investment decision with respect to the fairness of the terms of our right of first 

refusal. We may conduct such investigation and analysis in any manner we deem reasonably appropriate and 

you and your Owners must cooperate fully with us in connection therewith. 

If we exercise our option to purchase, we are entitled to purchase such interest subject to all 

representations and warranties, closing documents, releases, non-competition covenants and indemnities we as 

reasonably may require, provided that if we exercise our option as result of a written offer reflected in a fully 

negotiated, definitive agreement with the proposed purchaser, we will not be entitled to any additional 

representations, warranties, closing documents or indemnities that will have a materially adverse effect on your 

rights and obligations under the definitive agreement. If we do not exercise our option to purchase, you or your 

Owners may complete the sale to the offeror pursuant to and on the exact terms of this offer, subject to our 

approval of the Transfer as provided in Sections 13.A, 13.B, or 13.C above provided that if the sale to the 

offeror is not completed within 90 days after delivery of this offer to us, or if there is a material change in the 

terms of the offer, you must promptly notify us and we will have an additional option to purchase (on the terms 

of the revised offer, if any, and otherwise as set forth herein) during the 30-day period following your 

notification of the expiration of the 90-day period or the material change to the terms of the offer. 

H. EFFECT OF CONSENT TO ASSIGNMENT. 

The Company’s consent to an assignment of the Franchise or any interest subject to the restrictions of 

this Section 13, shall not constitute a waiver of any claims it may have against the assignor, nor shall it be 

deemed a waiver of the Company’s right to demand exact compliance with any of the terms or conditions of this 

Agreement by the assignee(s), nor a representation as to the fairness of the terms of any agreement or 

arrangement between you and the transferee or as to the prospects of success of the Costa Vida Restaurant. Any 

approval shall apply only to the specific Transfer of the Franchise being proposed and shall not constitute an 

approval of, or have any bearing on, any other proposed Transfer of the Franchise. 

I. SECURITIES OFFERINGS. 

In the event we decide to offer for sale securities in the Company and you or any of your Owners 

purchase these securities, neither you nor any of your Owners may issue or sell, or offer to issue or sell, any of 

your Costa Vida securities or any Costa Vida securities of any of your Affiliates, regardless of whether this sale 

or offer would be required to be registered pursuant to the provisions of the Securities Act of 1933, as amended, 

or the securities laws of any other jurisdiction, without obtaining our prior consent and complying with all of our 

requirements and restrictions concerning use of information about us and our Affiliates. Neither you nor any of 

your Owners may issue or sell your securities or the securities of any of your Affiliates if: (1) these securities 

would be required to be registered pursuant to the Securities Act of 1933, as amended, or these securities would 
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be owned by more than thirty-five persons; or (2) after this issuance or sale, you or this Affiliate would be 

required to comply with the reporting and information requirements of the Securities Exchange Act of 1934, as 

amended. 

Any proposed private placement of your or of your Affiliate’s securities must be approved by us; 

provided however, we shall not be responsible for its contents and you shall indemnify and hold us harmless 

from any and all claims associated with such private placement. 

14. TERMINATION. 

A. IMMEDIATE TERMINATION. 

You are in material breach and deemed to be in default of this Agreement, and this Agreement will 

automatically terminate without notice, at our discretion, if any of the following events occur: 

(i) Criminal Acts. The conviction or entry of a guilty plea or no contest to charges 

involving fraudulent conduct or a felony or misdemeanor involving moral turpitude by either Franchisee 

or a principal of Franchisee. 

(ii) Insolvency. You file a petition in bankruptcy or for reorganization or for an 

arrangement pursuant to any federal or state bankruptcy law or any similar federal or state law, or are 

adjudicated a bankrupt or make an assignment for the benefit of creditors or admit in writing your 

inability to pay your debts generally as they become due, or if a petition or answer proposing the 

adjudication of you as a bankrupt or your reorganization pursuant to any federal or state bankruptcy law 

or any similar federal or state law is filed in any court and you consent to or acquiesce in the filing 

thereof or this petition or answer is not discharged or denied within 30 days after the occurrence of any 

of the foregoing, or if a receiver, trustee or liquidator of you or of all or substantially all of your assets 

or your interest in this Agreement is appointed in any proceeding brought by you, or if any such 

receiver, trustee or liquidator is appointed in any proceeding brought against you and is not discharged 

within 30 days after the occurrence thereof, or if you consent to or acquiesce in this appointment, or if 

you request the appointment of a receiver or make a general assignment for the benefit of creditors, or if 

your bank accounts, property or accounts receivable are attached or signing is levied against your 

business or property. 

(iii) Unauthorized Transfer. A Transfer occurs in violation of the provisions of Section 13 

above. 

(iv) Misstatements and Other Adverse Developments. You or any of your Owners have 

made any material misrepresentation or omission in your application for the rights conferred by this 

Agreement, are convicted by a trial court of, or plead no contest to, a felony or to any other crime or 

offense that may adversely affect the goodwill associated with the Marks, or if you engage in any 

conduct which may adversely affect the reputation of any Costa Vida Restaurant or the goodwill 

associated with the Marks. 

(v) Unauthorized Use of Marks or Confidential Information. You or any of your 

Owners makes any unauthorized use of the Marks or any unauthorized use or disclosure of Confidential 

Information. 

(vi) Abandonment. You abandon or fail to actively operate your Restaurant for three 

consecutive days unless your Restaurant has been closed for a purpose approved in advance by us in 

writing or because of fire, flood or other casualty or government order. 
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(vii) Breach of Lease; Loss of Right of Possession. You are in breach of any of your 

obligations under your lease or sublease of the Premises or you lose the right to possession of the 

Premises. 

(viii) Failure to Comply with Certain System Standards and Health Requirements. You 

fail or refuse to comply with System Standards relating to the cleanliness or sanitation of your 

Restaurant or violate any health, safety or sanitation law, ordinance or regulation. 

(ix) Understatements of Net Sales. You understate your Restaurant’s Net Sales in any 

report or financial statement by an amount greater than two percent (2%). 

(x) Failure to Make Payments. You or any of your Affiliates fail to make payments, when 

due, of any amounts due to us or our Affiliates under this Agreement or any other agreement with us or 

our Affiliates. 

(xi) Failure to Pay Taxes. You fail to pay any federal or state income, sales or other taxes 

due with respect to your Restaurant’s operations unless you are in good faith contesting your liability for 

the taxes. 

(xii) Repeated Breaches. You fail on two or more separate occasions within any period of 

12 consecutive months or on three occasions during the term of this Agreement to submit when due 

reports or other data, information or supporting records or to pay when due the Royalty Fees or other 

payments due to us or our Affiliates or otherwise fail to comply with this Agreement, whether or not the 

failures to comply are corrected after notice thereof is delivered to you. 

(xiii) Financing Defaults. You default with respect to any of your obligations to us or any 

other lender under any financing provided to you in connection with this Franchise Agreement or a 

purchase of Restaurant assets. 

(xiv) Default of Any Other Agreement. You default in the performance or observance of 

any of your obligations under any other agreement with us or our Affiliates.  

(xv) Final Judgment.  A final judgment is entered against you in the amount of Twenty-

Five Thousand Dollars ($25,000) or more and remains unsatisfied of record for 30 days or longer. 

(xvi) Foreclosure. A suit is filed to foreclose any lien or mortgage against any of your assets 

and such suit is not dismissed within 30 days. 

(xvii) Corporate or Partnership Dissolution. You voluntarily dissolve or liquidate or have a 

petition filed for corporate or partnership dissolution and such petition is not dismissed within 30 days. 

(xviii) Anti-Terrorism Laws. You are in violation of any of the Anti-Terrorism Laws. 

You expressly waive all rights under the provisions of the bankruptcy or other applicable laws and rules, 

and consent to the immediate termination of this Agreement as provided herein. You agree not to seek an order 

from any court, tribunal, or agency in any jurisdiction relating to bankruptcy, insolvency, reorganization or any 

similar proceedings that would have the effect of staying or enjoining this provision. 

B. NOTICE OF TERMINATION.  

In addition to our right to terminate pursuant to other provisions of this Agreement and under applicable 

law, we have the right to terminate this Agreement, effective upon delivery of notice of termination to you, if 

you or any of your Owners or Affiliates: 
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(i) fail to open your Restaurant for business, as provided in Sections 3.C and 3.E above; 

(ii) abandon or fail to actively operate your Restaurant for three consecutive days, except 

where this failure to actively operate results solely from causes beyond your reasonable control; 

(iii) surrender or transfer control of the operation of your Restaurant without prior written 

consent; 

(iv) make any material misstatement or omission in the Personal Profile, the ADA 

Application or in any other information, report or summary provided to us at any time; 

(v) suffer cancellation or termination of the lease or sublease for your Restaurant;  

(vi) are convicted of, or plead no contest to, a felony or other crime or offense that we 

reasonably believe may adversely affect the System Standards or the goodwill associated with the 

Marks; 

(vii) make any unauthorized use or disclosure of any Confidential Information or use, 

duplicate or disclose any portion of the Operations Manual in violation of this Agreement; 

(viii) fail or refuse to comply with any mandatory specification, standard, or operating 

procedure prescribed by us relating to the cleanliness or sanitation of your Restaurant or violate any 

health, safety or sanitation law, ordinance or regulation, that we reasonably believe may pose harm to 

the public or to you or our reputation, and do not correct this failure, refusal or violation within 24 hours 

after written notice thereof is delivered to you; 

(ix) fail to report accurately Net Sales, to establish, maintain and/or have sufficient funds 

available in the designated account as required by Section 6.D of this Agreement or to make payment of 

any amounts due us or any of our Affiliates, and do not correct this failure within 10 days after written 

notice of this failure is delivered to you; 

(x) fail to make a timely payment of any amount due to a supplier unaffiliated with us 

(other than payments which are subject to bona fide dispute), and do not correct this failure within 30 

days after we deliver to you notice of this failure to comply; 

(xi) fail to comply with any other provision of this Agreement or any other mandatory 

specification, System Standards or operating procedure or other obligation that we periodically 

prescribe in the Operations Manual and do not correct this failure within 30 days after notice of this 

failure to comply is delivered to you; 

(xii) fail on three or more separate occasions within any period of 12 consecutive months to 

submit when due reports or other data, information or supporting records or to pay when due royalties, 

advertising fund contributions or other payments due us, any of our Affiliates or any unaffiliated 

suppliers or otherwise fail to comply with this Agreement or any mandatory specification, standard or 

operating procedure or other obligation that we periodically prescribe in the Operations Manual, 

whether or not this failure is corrected after notice is delivered to you; 

(xiii) lose the right to possession of the Premises, or otherwise forfeit the right to do or 

transact business in the jurisdiction where your Restaurant is located, and do not correct this failure 

within 10 days after written notice of this failure is delivered to you; 



 
 45 2020 COSTA VIDA® FRANCHISE AGREEMENT 
1630197.1 

(xiv) deny us the right to inspect, examine or audit your Restaurant and your Restaurant’s 

books and do not correct this failure within 10 days after written notice of this failure is delivered to 

you; 

(xv) fail to submit any financial statement or report when required, or your submission is 

incorrect or incomplete, and do not correct this failure within 10 days after written notice of this failure 

is delivered to you; 

(xvi) fail to pay any federal or state income, sales, or other taxes due on your Restaurant’s 

operations, unless you are in good faith contesting liability for these taxes, and do not correct this failure 

within 10 days after written notice of this failure is delivered to you; 

(xvii) violate any federal labor laws, and do not correct this failure within 10 days after 

written notice of this failure is delivered to you; 

(xviii) fail to commence repair or restoration of your Restaurant after damage or destruction as 

provided in Section 3.C above, or fail to insure your Restaurant as provided in Section 8.H above, and 

do not correct this failure within 30 days after written notice of this failure is delivered to you; 

(xix) fail to commence repair, restoration, modernization of your Restaurant after we provide 

you a written request to do so as provided in Section 8.A above, and do not correct this failure within 30 

days after written notice of this failure is delivered to you; 

(xx) fail to comply with the in-term covenants in Section 9.B of this Agreement, fail to 

obtain signing of the covenants required under that Section, or fail to comply with the confidentiality 

non-competition agreement found in Exhibit E hereof, and do not correct this failure within 10 days 

after written notice of this failure is delivered to you; or 

(xxi) fail to notify us of the termination of your Operating Partner, General Manager, or Prep 

Cook or fail to hire or select a successor Operating Partner, General Manager, or Prep Cook who 

satisfies the requirements provided for in Section 7 above. 

We have no obligation whatsoever to refund any portion of the initial Franchise Fee, renewal fee, 

relocation fee, Transfer fee or area development fee upon any termination. 

C. OUR RIGHT TO TERMINATE IN CERTAIN OTHER CIRCUMSTANCES. 

(i) Failure to Complete Training. If you or any initial attendee to our training programs 

fails to complete all phases of the initial and intensive training program to our satisfaction, we will have 

the right to terminate this Agreement effective upon delivery of notice of termination to you. If we 

terminate the Agreement as permitted by this provision, we will refund to you the initial franchise fee 

less all reasonable expenses incurred by us in connection with (i) the preparation of this Agreement and 

all related agreements, (ii) the grant of the Franchise, (iii) approval of the Premises, (iv) selection of the 

Premises, (v) training services and materials, and (vi) any other services performed by us in connection 

with the establishment and development of your Restaurant. However, in no event will the refund 

exceed 50% of the initial franchise fee. The refund will be delivered to you upon signing of all releases, 

waivers and other agreements necessary to terminate the relationship between you and us. 

(ii) Failure to Open Your Restaurant for Business. If you fail to open your Restaurant 

for business in compliance with Section 3 above, we will also have the right to terminate this Agreement 

effective upon delivery of notice of termination to you. No refund of the initial franchise fee will be 

made in such circumstances. 
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If you are in default of this Agreement for abandonment (as described above), we have the right, at our 

option, to enter the Premises and assume the management of your Restaurant for any period of time we deem 

appropriate. If we assume management of your Restaurant, we will appoint a manager who will maintain 

Restaurant operations. All funds from the operation of your Restaurant during the period of management by our 

appointed manager will be kept in a separate fund, and all expenses of your Restaurant, including compensation, 

other costs, and travel and living expenses of our appointed manager, will be charged to this fund. As 

compensation for these management services, we may charge you 10% of the Net Sales of your Restaurant 

during the period of our management and withdraw payment for such charge from such fund. Operation of your 

Restaurant during any such period will be on your behalf, provided that we will have a duty only to use our 

good-faith efforts and will not be liable to you for any debts or obligations incurred by your Restaurant or to any 

of your creditors for any merchandise, materials, supplies or services purchased by your Restaurant during any 

period in which your Restaurant is managed by our appointed manager. You will maintain in force for your 

Restaurant all insurance policies required by this Agreement. Our right to assume management of your 

Restaurant pursuant to this Section is in addition to and does not affect our right to terminate this Agreement. 

15. RIGHTS AND OBLIGATIONS OF THE COMPANY AND FRANCHISEE UPON TERMINATION OR 

EXPIRATION OF THE FRANCHISE. 

A. REVERSION OF RIGHTS. 

You agree that upon termination or expiration of this Agreement, all of your rights to use the Marks and 

all other rights and licenses granted herein and the right and license to conduct business under the Marks at your 

Restaurant and on the Premises shall revert to us without further act or deed of any party. All right, title and 

interest of you in, to, and under this Agreement shall become our property. 

B. PAYMENT OF AMOUNTS OWED TO US AND OTHERS FOLLOWING TERMINATION OR 

EXPIRATION.  

You must pay us within 15 days after the date of termination or expiration of this Agreement, or such 

later date as the amounts due to us are determined, the Royalty Fees, marketing fees, amounts owed for 

purchases by you from us or our Affiliates, interest due on any of the foregoing and all other amounts owed to 

us or our Affiliates which are then unpaid, including, without limitation, gift-card liability as set forth in Section 

10.K above. 

C. DISCONTINUANCE OF THE USE OF THE MARKS FOLLOWING TERMINATION OR 

EXPIRATION.  

You agree that, upon termination or expiration of this Agreement, you will: 

(i) Not directly or indirectly at any time or in any manner (except with respect to other 

Costa Vida Restaurants owned and operated by you) identify yourself or any business as a current or 

former Costa Vida Restaurant, or as a franchisee, licensee or dealer of us or our Affiliates, and not use 

any Mark, any colorable imitation of a Mark or other indicia of a Costa Vida Restaurant in any manner 

or for any purpose or use for any purpose any trade name, trade or service mark or other commercial 

symbol that suggests or indicates a connection or association with us or our Affiliates; 

(ii) Deliver to us all signs, sign-faces, sign-cabinets, marketing materials, forms, invoices 

and other materials containing any Mark or otherwise identifying or relating to a Costa Vida Restaurant 

and allow us, without liability, to remove all these items from your Restaurant; 

(iii) Take such action as may be required to cancel all fictitious or assumed name or 

equivalent registrations relating to your use of any Mark; 

(iv) If we do not exercise our right to purchase your Restaurant pursuant to Section 15.E 

below, promptly remove from the Premises, and discontinue using for any purpose, all signs, fixtures, 
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furniture, décor items, advertising materials, forms and other materials and suppliers which display any 

of the Marks or any distinctive features, images, or designs associated with Costa Vida Restaurants and, 

at your expense, make such alterations as may be necessary to distinguish the Premises so clearly from 

its former appearance as a Costa Vida Restaurant and from other Costa Vida Restaurants as to prevent 

any possibility of confusion by the public; 

(v) Deliver all materials and supplies identified by the Marks in full cases or packages to us 

for credit and dispose of all other materials and supplies identified by the Marks within 30 days after the 

effective date of termination of this Agreement; 

(vi) Notify the telephone company and all telephone directory publishers of the termination 

of your right to use any telephone and telecopy numbers and any regular, classified or other telephone 

directory listings associated with any Mark and to authorize transfer of those rights to us, or at our 

direction, our designee. You agree that, as between you and us, we have the right to and interest in all 

telephone and fax numbers and directory listings associated with any Mark. You authorize us and 

appoint us and any of our officers as your attorney-in-fact, to direct the telephone company and all 

telephone directory publishers to transfer any telephone and fax numbers and directory listings relating 

to your Restaurant to us, or our designee, should you fail or refuse to do so, and the telephone company 

and all telephone directory publishers may accept such direction or this Agreement as conclusive 

evidence of our exclusive rights in the telephone and telecopy numbers and directory listings and our 

authority to direct their transfer; 

(vii) Furnish us, within 30 days after the effective date of termination, with evidence 

satisfactory to us of your compliance with the obligations in this Section 15. 

(viii) Immediately discontinue the use of any of our proprietary software; 

(ix) Immediately discontinue any mode of communications on the Franchise Website and 

Internet directly or indirectly relating to your Restaurant, including any authorized websites or any 

pages associated with your Restaurant, and immediately take all steps required by us to transfer any 

domain name associated with your Restaurant to us (such as signing a registrant name change 

agreement with an applicable registrar). You irrevocably appoint an authorized officer of ours as your 

duly authorized agent and attorney-in-fact to sign all instruments and take all steps to transfer these 

domain names; and 

(x) Immediately cease to use all Confidential Information and return to us all copies of the 

Operations Manual and any other confidential information which have been loaned to you. 

You agree that if you fail to fulfill any of the obligations contained in this Section 15 upon termination 

or expiration of this Agreement, we have the right, at our option, to perform these obligations at your expense. 

D. DISCONTINUANCE OF USE OF CONFIDENTIAL INFORMATION FOLLOWING TERMINATION 

OR EXPIRATION; POST-TERM COVENANT NOT TO COMPETE. 

You agree that, upon termination or expiration of this Agreement, you will immediately cease to use any 

Confidential Information disclosed to you pursuant to this Agreement in any business or otherwise and you will 

return to us all copies of the Operations Manual and any other Confidential Information which we have loaned 

to you. Upon termination of this Agreement for any reason, you agree that, for a period of two years (or three 

years if we purchase your Restaurant as provided below), commencing on the effective date of termination, 

neither you, your Owners, nor any other Restricted Person will directly or indirectly own a legal or beneficial 

interest in, or render services or give advice to: (1) any Competitive Business operating in the Protected Area; 

(2) any Competitive Business operating within a radius of five miles of any Costa Vida Restaurant in operation 

or under construction on the effective date of termination or expiration; (3) any entity which grants franchises or 
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licenses other interests to others to operate any Competitive Business; or (4) recruit or hire any person who is an 

employee of ours or of any Costa Vida Restaurant operated by us, our Affiliates or another franchisee of ours 

without obtaining the employer’s consent, which consent may be withheld for any reason. 

You expressly acknowledge that you, your Owners, and the other Restricted Persons possess skills and 

abilities of a general nature and have other opportunities for exploiting those skills. Consequently, enforcement 

of the covenants made in this Section 15.B will not deprive you or any of the other Restricted Persons of their 

personal goodwill or ability to earn a living. If any covenant in this Agreement which restricts competitive 

activity is deemed unenforceable by virtue of its scope in terms of area, business activity prohibited and/or 

length of time, but would be enforceable by reducing any part or all of the covenant, you and we agree that the 

covenant will be enforced to the fullest extent permissible under the laws and public policies applied in the 

jurisdiction in which enforcement is sought. If you or any of your Owners fail or refuse to abide by any of the 

foregoing covenants and we obtain enforcement in a judicial proceeding, the obligations under the breached 

covenant will continue in effect for a period of time ending two years after the date of the order enforcing the 

covenant. 

E. OUR OPTION TO PURCHASE YOUR ASSETS 

We shall have the right, but not the obligation, to purchase the assets of your Restaurant, upon 

termination or expiration (without renewal) of this Agreement. We shall have the right, exercisable by giving 

notice thereof (“Appraisal Notice”) within 10 days after the date of termination or expiration of this Agreement, 

to require that a determination be made of the Fair Market Value (as defined below) of any or all of the assets of 

your Restaurant which you own, including inventory of non-perishable products, materials, supplies, furniture, 

equipment, signs, and any and all leasehold improvements, fixtures, building and land, but excluding any cash 

and short-term investments and any items not meeting our specifications for Costa Vida Restaurants (the 

“Purchased Assets”). Notwithstanding the foregoing, if you notify us not less than 180 days nor more than 270 

days before expiration, then we agree, if we desire to exercise our right to purchase, to give you the Appraisal 

Notice at least 120 days before the date of expiration of this Agreement. 

Upon delivery of the Appraisal Notice, you may not sell or remove any of the assets of your Restaurant 

from the Premises (other than in the ordinary course of business) and must give us, our designated agents and 

the Appraiser (as defined below) full access to your Restaurant and all of your books and records at any times 

during customary business hours to conduct inventories and determine the purchase price for the Purchased 

Assets. 

The “Fair Market Value” for purposes of this Agreement is an amount that shall be determined based 

upon the amount that an arm’s-length purchaser would be willing to pay for the Purchased Assets, assuming that 

the Purchased Assets would be used for the operation of a Costa Vida Restaurant under a valid franchise 

agreement reflecting the then-current (or if we are not offering franchises at that time, then the most recent) 

standard terms upon which we offer or offered franchises for Costa Vida Restaurants. Under no circumstances 

does this calculation contemplate that any value be attributed to any goodwill associated with the Marks or any 

value attributed to other Intellectual Property or the System Standards, provided, however, that an amount may, 

if appropriate, be attributed to the going concern value of your Restaurant. You and we hereby agree that the 

valuation methodology described herein is a fair and reasonable method by which to value the Purchased Assets.  

Notwithstanding, the mutually agreeable valuation methodology, if you and we are unable to agree on 

the final calculation of the Fair Market Value of the Purchased Assets within 15 days after the Appraisal Notice, 

then Fair Market Value will be determined by a member of a nationally recognized accounting firm (other than a 

firm which conducts audits of our or your financial statements) mutually selected by you and us who has 

experience in the valuation of restaurant businesses (the “Appraiser”). If we are unable to agree on the 

Appraiser within 30 days after the Appraisal Notice, either party may demand the appointment of an Appraiser 

be made by the director of the Regional Office of the American Arbitration Association located nearest to Salt 

Lake City, Utah, and this person shall be the Appraiser. 
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The Appraiser will make his or her determination and submit a written report (the “Appraiser Report”) 

to you and us as soon as practicable, but in no event more than 60 days after his or her appointment. Each party 

may submit in writing to the Appraiser its judgment of Fair Market Value (together with its reason therefore); 

however, the Appraiser shall not be limited to these submissions and may make such independent investigations 

as he or she reasonably determines to be necessary. The Appraiser’s fees and costs shall be borne equally by the 

Parties. 

We have the option, exercisable by delivering notice thereof within 30 days after submission of the 

Appraisal Report (or the date that an agreement is reached, if the Parties agree to the Fair Market Value), to 

agree to purchase the Purchased Assets at Fair Market Value. We shall have the unrestricted right to assign this 

option to purchase separate and apart from the remainder of this Agreement. 

If we exercise our option to purchase, the purchase price for the Purchased Assets will be paid in cash at 

the closing, which will occur at the place, time and date we designate, but not later than 60 days after the 

exercise of our option to purchase the Purchased Assets. At the closing, we will be entitled to all representations, 

warranties, title insurance policies and other closing documents and post-closing indemnifications as we 

reasonably require, including: (1) instruments transferring good and marketable title to the Purchased Assets, 

free and clear of liens, encumbrances, and liabilities, to us or our designee, with all sales and other transfer taxes 

paid by you; and (2) an assignment of all leases of assets used in the operation of your Restaurant, including 

land, building and/or equipment (or if an assignment is prohibited, a sublease to us or our designee for the full 

remaining term and on the same terms and conditions as your lease, including renewal and/or purchase options), 

provided, however, that if any of your Owners or Affiliates directly or indirectly owns the land, building and/or 

equipment of your Restaurant, you will, at our option, cause this Owner or Affiliate to grant to us a lease at 

reasonable and customary rental rates and other terms prevailing in the community where your Restaurant is 

located. Any dispute concerning the rental rates and terms of this lease shall be resolved by the Appraiser. 

If you cannot deliver clear title to all of the Purchased Assets, or if there are other unresolved issues, the 

closing of the sale may, at our option, be accomplished through an escrow on such terms and conditions as we 

deem appropriate, including the making of payments, to be deducted from the purchase price, directly to third 

parties to obtain clear title to all of the Purchased Assets. Further, you and we shall comply with any applicable 

bulk sales provisions of the Uniform Commercial Code as enacted in the state where the Premises are located 

and all applicable state and local sales and income tax notification and/or escrow procedures. We have the right 

to set off against and reduce the purchase price by any and all amounts owed by you or any of your Owners or 

Affiliates to us or any of our Affiliates. 

Upon delivery of the Appraisal Notice and pending (1) determination of Fair Market Value, (2) our 

option period, and (3) the closing of the purchase, we may authorize continued temporary operations of your 

Restaurant pursuant to the terms of this Agreement, subject to the supervision and control of one or more of our 

appointed managers. 

F. CONTINUING OBLIGATIONS.  

All obligations of us and you which expressly or by their nature survive the termination of this 

Agreement will continue in full force and effect subsequent to and notwithstanding termination and until they 

are satisfied in full or by their nature expire.  

16. RELATIONSHIP OF PARTIES/INDEMNIFICATION.  

A. INDEPENDENT CONTRACTORS. 

The Parties acknowledge and agree that the relationship created under the Agreement is that of 

independent contractors. Neither this Agreement nor the dealings of the parties pursuant to this Agreement shall 

create any fiduciary relationship or the relationship of principal and agent or employer and employee between 
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the Parties, and in no circumstances shall either Party, their officers, directors, agents, employees, salespeople, 

or similar persons be considered the agents or employees of the other Party. 

You understand and agree that we may operate and change the System and our business in any manner 

that is not expressly and specifically prohibited by this Agreement. Whenever we have expressly reserved in this 

Agreement or are deemed to have a right and/or discretion to take or withhold an action, or to grant or decline to 

grant you a right to take or withhold an action, except as otherwise expressly and specifically provided in this 

Agreement, we may make our decision or exercise our right and/or discretion on the basis of our judgment of 

what is in our best interests, including our judgment of what is in the best interest of our franchise network, at 

the time our decision is made or our right or discretion is exercised, without regard to whether: (1) other 

reasonable alternative decisions or actions could have been made by us; (2) our decision or the action we take 

promotes our financial or other individual interest; (3) our decision or the action we take applies differently to 

you and one or more other franchisees or Affiliated Restaurants or other Affiliates of ours; or (4) our decision or 

the exercise of our right or discretion is adverse to your interests. In the absence of an applicable statute, we will 

have no liability to you for any such decision or action. We and you intend that the exercise of our right or 

discretion will not be subject to limitation or review. If applicable law implies a covenant of good faith and fair 

dealing in this Agreement, we and you agree that this covenant shall not imply any rights or obligations that are 

inconsistent with a fair construction of the terms of this Agreement and that this Agreement grants us the right to 

make decisions, take actions and/or refrain from taking actions not inconsistent with your rights and obligations 

hereunder. 

B. INDEMNIFICATION. 

By signing below, you agree, during and after the Term of this Agreement, to indemnify us, our 

Affiliates and our respective directors, officers, employees, shareholders, members, agents, successors and 

assigns (collectively “Indemnitees”), and to hold the Indemnitees harmless to the fullest extent permitted by 

law, (i) from any and all Losses and Expenses (as defined below) incurred in connection with any litigation or 

other form of adjudicatory procedure, claim, demand, investigation, or formal or informal inquiry (regardless of 

whether it is reduced to judgment); and (ii) from any settlement thereof which arises directly or indirectly from, 

or as a result of, a claim of a third party against any one or more of the Indemnitees in connection with the 

development, ownership, operation or closing of any of your Costa Vida Restaurants (in each case, an “Event”), 

regardless of whether it resulted from any strict or vicarious liability imposed by law on the Indemnitees; 

provided, however, that this indemnification will not apply to any liability arising from a breach of this 

Agreement by the Indemnitees or the gross negligence or willful misconduct of Indemnitees (unless joint 

liability is involved, in which event the indemnification provided herein will extend to any finding of 

comparative or contributory negligence attributable to you).  

The term “Losses and Expenses” includes compensatory, exemplary, and punitive damages; fines and 

penalties; attorney’s fees; experts’ fees; court costs; costs associated with investigating and defending against 

claims; settlement amounts; judgments; compensation for damages to our reputation and goodwill; and all other 

costs associated with any of the foregoing losses and expenses. We agree to give you reasonable notice of any 

Event of which we become aware for which indemnification may be required and we may elect (but are not 

obligated) to direct the defense thereof, provided that the selection of counsel shall be subject to your consent, 

which consent shall not be unreasonably withheld or delayed.  

We may, in our reasonable discretion, take such actions as we deem necessary and appropriate to 

investigate, defend, or settle any Event or take other remedial or corrective actions with respect thereto as may 

be necessary for the protection of Indemnitees or Costa Vida Restaurants generally; provided, however, that any 

settlement shall be subject to your consent, which consent shall not be unreasonably withheld or delayed. 

Further, notwithstanding the foregoing, if the insurer on a policy or policies obtained in compliance with your 

Franchise Agreement agrees to undertake the defense of an Event (an “Insured Event”), we agree not to 

exercise our right to select counsel to defend such event if such an action would cause your insurer to deny 

coverage. We reserve the right to retain counsel to represent us with respect to an Insured Event at our sole cost 
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and expense. This Section 16.B shall continue in full force and effect subsequent to and notwithstanding the 

expiration or termination of this Agreement. 

C. TAXES. 

We will have no liability for any sales, use, service, occupation, excise, gross receipts, income, property 

or other taxes, whether levied upon your Restaurant, your property or upon us, in connection with furnishings or 

equipment purchased, sales made or business conducted by you (except any taxes we are required by law to 

collect from you, in which case you shall be liable to us for the amount of any taxes owed). Payment of all these 

taxes shall be your responsibility. In the event of a bona fide dispute as to your liability for taxes, you may 

contest your liability in accordance with applicable law. In no event, however, will you permit a tax sale, 

seizure, or attachment to occur against your Restaurant or any of its assets. 

17. DISPUTE RESOLUTION. 

A. CONSENT TO JURISDICTION. 

We may institute an action against you. You and your Owners irrevocably submit to the jurisdiction of 

the courts of the State of Utah in any suit, action or proceeding, arising out of or relating to this Agreement or 

any other dispute between you and us, and you irrevocably agree that all claims in respect of any suit, action or 

proceeding must be brought and/or defended except with respect to matters that are under the exclusive 

jurisdiction of the federal courts of the United States, which shall be brought and/or defended in the federal 

district court sitting in Salt Lake City, Utah. You irrevocably waive, to the fullest extent you may lawfully do so, 

the defense of an inconvenient forum to the maintenance of this suit, action or proceeding and agree that service 

of process for purposes of any suit, action or proceeding need not be personally served or served within the State 

of Utah but may be served with the same effect as if you were served within the State of Utah, by certified mail 

or any other means permitted by law addressed to you at the address set forth herein. Nothing contained herein 

shall affect our rights to bring a suit, action, or proceeding in any other appropriate jurisdiction, including any 

suit, action or proceeding brought by us to enforce any judgment against you entered by a state or federal court. 

B. WAIVER OF PUNITIVE DAMAGES AND JURY TRIAL. 

Except with respect to your obligations regarding use of the Marks and Confidential Information, 

we and you (and each of your Owners) each waives, to the fullest extent permitted by law, any right to or 

claim for any punitive or exemplary damages against the other. You and each of your Owners waive to 

the fullest extent permitted by applicable law, the right to recover consequential damages for any claim 

directly or indirectly arising from or relating to this Agreement. 

Furthermore, the Parties agree that any legal action in connection with this Agreement shall be 

tried to the court sitting without a jury, and all Parties waive any right to have any action tried by jury. 

The provisions of this Section 17.B shall continue in full force and effect subsequent to and 

notwithstanding expiration and termination of this Agreement. 

18. MISCELLANEOUS. 

A. SEVERABILITY AND SUBSTITUTION OF VALID PROVISIONS. 

Each section, paragraph, term and provision of this Agreement shall be considered severable, and if any 

portion of this agreement is held to be invalid, contrary to, or in conflict with any applicable present or future 

law or regulation, it shall not have any effect upon such other portions of this Agreement as may remain 

otherwise intelligible. If any applicable and binding law or rule of any jurisdiction requires a greater prior notice 

of the termination of or refusal to renew this agreement than is required under this Agreement, or the taking of 

some other action not required under it, or if under any applicable and binding law or rule of any jurisdiction, 

any provision of this agreement or any specification, standard or operating procedure prescribed by us is invalid 

or unenforceable, the prior notice and/or other action required by this law or rule shall be substituted for the 
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comparable provisions of this Agreement, and we shall have the right to modify such invalid or unenforceable 

provision, specification, standard or operating procedure if required to be valid and enforceable and you will be 

bound to such modification. Otherwise, all modifications to this Agreement must be in writing signed by both 

Parties (except for modifications accomplished by virtue of our amendment to System Standards and/or the 

Operations Manual as described herein). If any covenant herein which restricts competitive activity is deemed 

unenforceable by virtue of its scope or in terms of geographic area, type of business activity prohibited and/or 

length of time, but could be rendered enforceable by reducing any part or all of it, you and we agree that it will 

be enforced to the fullest extent permissible under applicable law and public policy. 

Nothing in this Agreement or any related agreement is intended to disclaim Franchisor’s representations 

made in the Franchise Disclosure Document. 

B. WAIVER OF OBLIGATION.  

We and you may by written instrument unilaterally waive or reduce any obligation of, or restriction 

upon, the other under this Agreement, effective upon delivery of written notice to the other. We and you shall 

not be deemed to have waived or impaired any right, power or option reserved by this Agreement (i) by virtue of 

any custom or practice of the Parties at variance with the terms of this Agreement; (ii) any failure, refusal or 

neglect of us or you to exercise any right under this Agreement or to insist upon exact compliance by the other 

with its obligations under this Agreement; (iii) any waiver, forbearance, delay, failure or omission by the 

Company to exercise any right, power or option with respect to any other Costa Vida Restaurant; or (iv) our 

acceptance of any payments due from you after any breach of this Agreement. Neither Party shall be liable for 

loss or damage or deemed to be in breach of this Agreement if its failure to perform its obligations results from: 

(i) transportation shortages, inadequate supply of labor, material or energy, or the voluntary foregoing of the 

right to acquire or use any of the foregoing to accommodate or comply with the orders, requests, regulations, 

recommendations or instructions of any federal, state or municipal government or any department or agency 

thereof; (ii) compliance with any law, ruling, order, regulation, requirement or instruction of any agency of 

government; (iii) acts of God; (iv) acts of omissions of the other Party; (v) fires, strikes, embargoes, war, or riot; 

or (vi) any other similar event or cause. Any delay resulting from any cause shall extend performance 

accordingly or excuse performance, in whole or in part, as may be reasonable.  

C. ACKNOWLEDGEMENT ADDENDUM. 

You acknowledge that you knowingly and truthfully executed Exhibit A attached hereto, or documents 

identical thereto, in which you acknowledge certain statements and representations. 

D. COSTS AND ATTORNEYS’ FEES. 

In a judicial proceeding, the non-prevailing party agrees to reimburse the prevailing party for all of the 

prevailing party’s costs and expenses, including reasonable accounting, paralegal, expert witness and attorneys’ 

fees. 

E. GOVERNING LAW. 

This Agreement shall be construed under the laws of the State of Utah, provided, however, that the 

foregoing shall not constitute a waiver of any of your rights under any applicable franchise law of another state. 

In the event of any conflict of law, Utah law will prevail, without regard to its conflict-of-law principles. 

However, if any provision of this Agreement would not be enforceable under Utah law, and if your Restaurant is 

located outside of Utah and this provision would be enforceable under the laws of the state in which your 

Restaurant is located, then this provision shall be construed under the laws of that state. Nothing in this Section 

18.E is intended to subject this Agreement to any franchise or similar law, rule or regulation of the State of Utah 

or any other state or political subdivision to which it otherwise would not be subject.  
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F. SPECIFIC PERFORMANCE/INJUNCTIVE RELIEF.  

We may obtain in any court of competent jurisdiction any injunctive relief, including temporary 

restraining orders and preliminary injunctions, against conduct or threatened conduct for which no adequate 

remedy at law may be available or which may cause us irreparable harm. We may have this injunctive relief, 

without bond, but upon due notice, in addition to this further and other relief as may be available at equity or 

law, and your sole remedy in the event of the entry of this injunction shall be its dissolution, if warranted, upon 

hearing duly held (all claims for damages by reason of the wrongful issuance of any injunction being expressly 

waived). You and each of your Owners acknowledge that any violation of Sections 9, 13.C(x), 15.C or 15.D 

above would result in irreparable injury to us for which no adequate remedy at law may be available. 

Accordingly, you and each of your Owner’s consent to the issuance of an injunction prohibiting any conduct in 

violation of any of those Sections and agree that the existence of any claim you or any of your Owners may have 

against us, whether or not arising from this Agreement, shall not constitute a defense to the enforcement of any 

of those Sections. 

G. BINDING EFFECT.  

This Agreement is binding upon the Parties to it and their respective executors, administrators, heirs, 

assigns, and successors in interest and shall inure to the benefit of any transferee or other legal successor to our 

interest herein. 

H. CONSTRUCTION.  

The preambles and the exhibit(s) and riders to this Agreement, if any, are part of this Agreement, which 

constitutes the entire agreement of the Parties, and there are no other oral or written understandings or 

agreements between the Company and you relating to the subject matter of this Agreement. The section 

headings are for convenience only and do not limit or construe their contents. The word “including” shall be 

construed in all instances to include the words “without limitation.” The term “Franchisee” as used in this 

Agreement is applicable to one or more persons, or entities, as the case may be. Any singular usage includes the 

plural, and the masculine and neuter usages include the other and the feminine. If two or more persons are at any 

time Franchisee under this Agreement, their obligations and liabilities to the Company shall be joint and several. 

References to “Franchisee,” “Owner” and “assignee” which are applicable to an individual or individuals shall 

mean the Owner or Owners of Franchisee or an assignee if Franchisee or the assignee is an entity.  

I. SIGNATURES; TIME OF THE ESSENCE. 

This Agreement may be signed in multiple copies, each of which shall be deemed an original. Time is of 

the essence in this Agreement. 

J. EXERCISE OF RIGHTS. 

The rights of Franchisor and Franchisee hereunder are cumulative, and no exercise or enforcement by 

Franchisor or Franchisee of any right or remedy hereunder shall preclude the exercise or enforcement by 

Franchisor or Franchisee of any other right or remedy hereunder which Franchisor or Franchisee is entitled to 

enforce by law. If you commit any act of default under any agreement or this Agreement for which Franchisor 

exercises its right to terminate this Agreement, you shall pay to Franchisor the actual and consequential damages 

Franchisor incurs as a result of the premature termination of this Agreement. You acknowledge and agree that 

the proximate cause of these damages sustained by Franchisor is your act of default and not Franchisor’s 

exercise of its right to terminate. Notwithstanding the foregoing, and except as otherwise prohibited or limited 

by applicable law, any failure, neglect, or delay of a party to assert any breach or violation of any legal or 

equitable right arising from or in connection with this Agreement shall constitute a waiver of this right and shall 

preclude the exercise or enforcement of any legal or equitable remedy arising therefrom, unless written notice 

specifying the breach or violation is provided to the other party within twenty-four months after the later of: (1) 

the date of the breach or violation; or (2) the date of discovery of the facts (or the date the facts could have been 

discovered, using reasonable diligence) giving rise to the breach or violation. 
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K. LIMITATIONS ON LEGAL ACTIONS. 

Except with respect to your obligations regarding use of the Marks in Section 5 above and the 

Confidential Information in Section 9.A above, we, you and your Owners each waives, to the fullest extent 

permitted by law, any right to or claim for any punitive or exemplary damages against the other. You and each 

of your Owners waive, to the fullest extent permitted by applicable law, the right to recover consequential 

damages for any claim directly or indirectly arising from or relating to this Agreement. 

You agree that for our franchise system to function properly we should not be burdened with costs of 

litigating system-wide disputes. Accordingly, any disagreement between you or your Owners and us shall be 

considered unique as to its facts and shall not be brought as a class action, and you and each of your Owners 

waive any right to proceed against us or any of our shareholders, members, Affiliates, officers, directors, 

employees, agents, successors and assigns by way of class action, or by way of a multi-plaintiff, consolidated or 

collective action. In any legal action between the parties, the court shall not be precluded from making its own 

independent determination of the issues in question, notwithstanding the similarity of issues in any other legal 

action involving us and any other franchisee, and each party waives the right to claim that a prior disposition of 

the same or similar issues precludes this independent determination. 

Furthermore, the Parties agree that any legal action in connection with this Agreement shall be tried to 

the court sitting without a jury, and all Parties waive any right to have any action tried by jury. 

L. APPROVAL AND CONSENTS. 

Whenever this Agreement requires the approval or consent of either Party, the other Party shall make 

written request therefore, and such approval or consent shall be obtained in writing; provided, however, that 

unless specified otherwise in this Agreement, such Party may withhold approval or consent, for any reason or 

for no reason at all. Furthermore, unless specified otherwise in this Agreement, no such approval or consent 

shall be deemed to constitute a warranty or representation of any kind, express or implied, and the approving or 

consenting Party shall have no responsibility, liability or obligation arising therefrom.  

M. NOTICES AND PAYMENTS.  

All written notices permitted or required to be delivered by this Agreement shall be deemed so 

delivered:  

(i) at the time delivered by hand to the recipient party or any officer, director, or partner of 

the recipient party;  

(ii) on the same day of the transmission by facsimile, telegraph, e-mail or other reasonably 

reliable electronic communication system (provided sender has electronic confirmation of transmission);  

(iii) one business day after being placed in the hands of a commercial courier service for 

guaranteed overnight delivery; or  

(iv) five business days after placement in the United States Mail by Registered or Certified 

Mail, Return Receipt Requested, postage prepaid and addressed to the party to be notified at its most 

current principal business address of which the notifying party has been notified in writing.  

All notices to us must consist of two copies, one each to our general counsel and our chief executive 

officer, to be effective. All payments and reports required by this Agreement shall be sent to us at the address 

identified in this Agreement unless and until a different address has been designated by written notice to the 

other party. No restrictive endorsement on any check or in any letter or other communication accompanying any 

payments shall bind us, and our acceptance of any payments shall not constitute an accord and satisfaction. 
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All payment and reports required by this Agreement must be directed to the Company at the address 

notified to you.  

N. RECEIPT OF DISCLOSURE DOCUMENT AND AGREEMENT. 

You acknowledge having received our Franchise Disclosure Document 14 calendar days before signing 

a binding agreement or making any payment to us relating to this Agreement. You acknowledge having received 

this Agreement, with all blanks completed, at least seven calendar days before you signed it. 

< Signatures on following page >
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IN WITNESS WHEREOF, the Parties have signed, sealed and delivered this Agreement on the day and 

year first above written. 

FRANCHISOR: 

 

Costa Vida Management, LLC, 

a Utah limited liability company 

 

By: CV Holdings, LC, a Utah limited liability 

company, its Manager 

 

 

By: ________________________________ 

Print Name: David Rutter 

Title: President and CEO 

FRANCHISEE: 

 

[FRANCHISEE NAME], 

[FRANCHISEE ENTITY TYPE] 

 

 

By: ________________________________ 

Print Name: [FRANCHISEE SIGNER] 

Title: _____________________ 

  

  

 OWNERS: 

 

  

Signed: ___________________________________ 

Print Name: [OWNER 1 NAME] 

 

  

 

Signed: ___________________________________ 

Print Name: [OWNER 2 NAME] 

 

 

  

Signed: ___________________________________ 

Print Name: [OWNER 3 NAME] 
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EXHIBIT A 

ACKNOWLEDGMENT ADDENDUM 

 

Costa Vida Management, LLC, a Utah limited liability company (“we”, “us”, the “Company” or 

“Franchisor”) and [FRANCHISEE NAME], [FRANCHISEE ENTITY TYPE] 

(“you” or “Franchisee”) have, as of [EFFECTIVE DATE], entered into a certain Costa Vida 

Franchise Agreement (the “Franchise Agreement”) and desire to supplement its terms, as set out below.  

1. You acknowledge and represent that you have read this Agreement and our Franchise Disclosure 

Document and understand and accept the provisions of this Agreement as being reasonably necessary to 

maintain our high standards of quality and service and the uniformity of those standards at all Costa 

Vida Restaurants franchised or operated by us and to protect and preserve the goodwill of the Marks.  

_____________ [Franchisee’s Initials] 

2. You acknowledge that you have conducted an independent investigation of the business venture 

contemplated by this Agreement and you recognize that, like any other business, the nature of the 

business contemplated by this Agreement may change over time, that an investment in a Costa Vida 

Restaurant involves business risks, and that the success of the venture is largely dependent upon your 

business abilities and efforts.  

_____________ [Franchisee’s Initials] 

3. You acknowledge and understand that any information relating to the sales, profits or cash flows of 

Costa Vida Restaurants operated by us, our Affiliates, or our franchisees that is contained in our 

Franchisee Disclosure Document and other materials is intended only to be an indication of historical 

performance of certain Costa Vida Restaurants and NOT a prediction of potential future financial 

performance.  

_____________ [Franchisee’s Initials] 

4. Except for the financial performance representations, if any, included in our Franchise Disclosure 

Document, we expressly disclaim the making of, and you acknowledge that you have not received or 

relied on, any express or implied warranty or guarantee as to the revenues, profits or success of the 

business venture contemplated by this Agreement.  

_____________ [Franchisee’s Initials] 

5. You acknowledge and understand that our officers, directors, employees and agents are acting only in a 

representative and not a personal capacity in their dealings with you. You also acknowledge and 

represent that you have not received or relied on any representations about us or our franchise program 

or policies from us or our officers, directors, employees or agents that are contrary to the statements 

made in our Franchise Disclosure Document or to the terms of this Agreement.  

_____________ [Franchisee’s Initials] 

6. You represent to us, as an inducement to your entry into this Agreement, that all statements in your 

application for the rights granted in this Agreement are accurate and complete and that you have made 

no misrepresentations or material omissions in obtaining these rights.  

_____________ [Franchisee’s Initials] 
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7. You acknowledge that you received a copy of this Agreement, all applicable addenda, and any other 

related agreements with us or our Affiliates and our Franchise Disclosure Document at least 14 calendar 

days before the date on which this Agreement was signed.  

_____________ [Franchisee’s Initials] 

8. You acknowledge and agree that this Agreement, together with any duly signed amendment or 

addendum attached to the Agreement, contains the entire agreement between the Parties with respect to 

your Franchise for your Restaurant, and that it supersedes any prior or contemporaneous agreements 

between the Parties, written or oral, with respect to the Franchise for your Restaurant.  

_____________ [Franchisee’s Initials] 

9. You acknowledge and agree that this Agreement creates an arm’s-length commercial relationship that 

cannot and will not be transformed into a fiduciary or other “special” relationship by course of dealing, 

by any indulgences or benefit that we bestow on you, or by inference from a party’s conduct.  

_____________ [Franchisee’s Initials] 

IN WITNESS WHEREOF, the undersigned have signed this Agreement on the date first above written. 

FRANCHISOR 

 

Costa Vida Management, LLC,  
a Utah limited liability company 

 

By: CV Holdings, LC, a Utah limited liability 

company, its Manager 

 

 

By: ________________________________ 

Print Name: Dave Rutter 

Title: President and CEO 

FRANCHISEE 

 

[FRANCHISEE NAME], 

[FRANCHISEE ENTITY TYPE] 

 

 

By: ________________________________ 

Print Name: [FRANCHISEE SIGNER] 

Title: _____________________ 
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EXHIBIT B 

OWNERSHIP ADDENDUM TO FRANCHISE AGREEMENT 

 

Costa Vida Management, LLC, a Utah limited liability company (“we”, “us”, the “Company” or “Franchisor”) 

and [FRANCHISEE NAME], [FRANCHISEE ENTITY TYPE] (“you” or 

“Franchisee”) have, as of [EFFECTIVE DATE], entered into a certain Costa Vida Franchise 

Agreement (“Franchise Agreement”) and desire to supplement its terms, as set out below. The Parties therefore 

agree as follows: 

1. Operating Partner.  The name, home address, and social security number of the Operating Partner are as 

follows: 

NAME  HOME ADDRESS  SSN 

     

 

2. Entity Type of Franchisee. Franchisee is a [limited liability company / corporation / general partnership / 

limited partnership], which was [organized/formed] on the ___ day of _______________________, 20____, 

under the laws of the State of _____________________. Its Federal Employer Identification Number is 

__________________________. It has not conducted business under any name other than its 

[company/corporate/partnership] name. The following is a list of all of Franchisee’s [directors, officers or 

managers / general partners] as of [EFFECTIVE DATE]. 

NAME OF [DIRECTOR/OFFICER/MANAGER/GENERAL PARTNER]  POSITION 

   

   

   

 

3. Owners.  Franchisee and each of its Owners represents and warrants that the following is a complete 

and accurate list of all Owners of Franchisee, including the full name, mailing address, and social security 

number of each Owner, and fully describes the nature and extent of each Owner’s interest in Franchisee. 

Franchisee and each Owner as to his/her ownership interest in Franchisee, represents and warrants that each 

Owner is the sole and exclusive legal beneficial owner of his/her ownership interest in Franchisee, free and clear 

of all liens, restrictions, agreements and encumbrances of any kind or nature, other than those required or 

permitted by the Agreement.  

 

OWNER’S NAME 

  

SSN 

  

OWNER’S ADDRESS 

 OWNERSHIP  

PERCENTAGE 

 

[OWNER 1 

NAME]        

 

[OWNER 2 

NAME]       

 

[OWNER 3       
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NAME] 

 

4. Change. You must immediately notify us in writing of any change in the information contained in this 

Addendum and, at our request, prepare and sign a new Addendum containing the correct information.  

5. Date of Addendum. The date of this Addendum is [EFFECTIVE DATE]. 

< Signatures on following page >
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IN WITNESS WHEREOF, each of the undersigned has hereunto affixed his/her signature as of 

[EFFECTIVE DATE].  

 

FRANCHISOR 

 

Costa Vida Management, LLC, 

a Utah limited liability company 

 

By: CV Holdings, LC, a Utah limited liability 

company, its Manager 

 

 

By: ________________________________ 

Print Name: Dave Rutter 

Title: President and CEO 

FRANCHISEE 

 

[FRANCHISEE NAME], 

[FRANCHISEE ENTITY TYPE] 

 

 

By: ________________________________ 

Print Name: [FRANCHISEE SIGNER] 

Title: _____________________ 

  

 OWNERS 

  

 

Signed: ___________________________________ 

Print Name: [OWNER 1 NAME] 

 

  

 

 

Signed: ___________________________________ 

Print Name: [OWNER 2 NAME] 

 

  

 

 

Signed: ___________________________________ 

Print Name: [OWNER 3 NAME] 
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EXHIBIT C 

GUARANTY 

 

 In consideration of, and as an inducement to, the signing of a Costa Vida Franchise Agreement dated 

[EFFECTIVE DATE] (the “Agreement”) by and between Costa Vida Management, LLC, a Utah 

limited liability company (“Franchisor”) and [FRANCHISEE NAME], [FRANCHISEE 

ENTITY TYPE] (“Franchisee”), each of the undersigned owners of a 10% or greater direct or indirect 

interest in Franchisee for themselves, their heirs, legal representatives, successors and assigns (each a 

“Guarantor”, and collectively the “Guarantors”) do hereby personally, unconditionally, individually, jointly 

and severally: (1) guarantee to Franchisor and to its successors and assigns, for the term of the Agreement and 

thereafter as provided in the Agreement, that Franchisee shall punctually pay and perform each and every 

undertaking, agreement and covenant set forth in the Agreement (and any modification or amendment to the 

Agreement) including the payment of all continuing license fees, marketing fees and all other fees and charges 

accruing pursuant to the Agreement and that each and every representation of Franchisee made in connection 

with the Agreement (and any modification or amendment to the Agreement) are true, correct and complete in all 

respects at and as of the time given; and (2) agree personally to be bound by, and personally liable for the breach 

of, each and every provision in the Agreement (and any modification or amendment to the Agreement). 

 Each of the Guarantors further agrees as follows: 

 1. The Guarantors, individually, jointly and severally, shall be personally bound by each and every 

condition and term contained in the Agreement as though each of the Guarantors had signed a franchise 

agreement containing the identical terms and conditions of the Agreement, including the provisions relating to 

confidentiality and non-competition covenants. This Guaranty shall continue in favor of Franchisor 

notwithstanding any extension, modification, or alteration of the Franchise Agreement, and notwithstanding any 

assignment of the Agreement, with or without the Franchisor’s consent. No extension, modification, alteration 

or assignment of the Agreement shall in any manner release or discharge the Guarantors, and each of the 

Guarantors consents to any extension, modification, alteration or assignment. 

 2. Each Guarantor’s liability under this Guaranty is primary and independent of the liability of 

Franchisee and any other Guarantors. Each Guarantor waives any right to require Franchisor to proceed against 

any other person or to proceed against or exhaust any security held by Franchisor at any time or to pursue any 

right of action accruing to Franchisor under the Agreement. Franchisor may proceed against each Guarantor and 

Franchisee jointly and severally or may, at its option, proceed against each Guarantor without having 

commenced any action, or having obtained any judgment, against Franchisee or any other Guarantor. Each 

Guarantor waives the defense of the statute of limitations in any action under this Guaranty or for the collection 

of any indebtedness or the performance of any obligation guaranteed pursuant to this Guaranty. Each Guarantor 

waives any right that the undersigned may have to require that an action be brought against Franchisee or any 

other person as a condition of liability. Each Guarantor waives any and all other notices and legal or equitable 

defenses to which the undersigned may be entitled. 

 3. The Guarantors unconditionally, individually, jointly and severally agree to pay all attorneys’ 

fees and all costs and other expenses incurred in any collection or attempted collection of this Guaranty or in 

any negotiations relative to the obligations guaranteed or in enforcing this Guaranty against Franchisee. 

 4. Each Guarantor waives notice of any demand by Franchisor, any notice of default in the 

payment of any amounts contained or reserved in the Agreement (and any modification or amendment to the 

Agreement), or any other notice of default or nonperformance of any obligations under the Agreement. Each 

Guarantor waives protest and notice of default to any party with respect to indebtedness, default or 

nonperformance of any obligations under the Agreement (and any modification or amendment to the 

Agreement). 

Each Guarantor expressly agrees that the validity of this Guaranty and its obligations shall in no way be 

terminated, affected or impaired by reason of any waiver by Franchisor, or its successors or assigns, or the 



 

 2 Exhibit C - Guaranty  

   2020 COSTA VIDA® FRANCHISE AGREEMENT 
1630197.1 

failure of Franchisor to enforce any of the terms, covenants or conditions of the Agreement or this Guaranty, or 

the granting of any indulgence or extension of time to Franchisee, all of which may be given or done without 

notice to the Guarantors. 

 5. This Guaranty shall extend, in full force and effect, to any assignee or successor of Franchisor 

and shall be binding upon the Guarantors and each of their respective successors and assigns. 

 6. Until all obligations of Franchisee to Franchisor have been paid or satisfied in full, the 

Guarantors have no remedy or right of subrogation and each Guarantor waives any right to enforce any remedy 

which Franchisor has or may in the future have against Franchisee and any benefit of, and any right to 

participate in, any security now or in the future held by Franchisor. 

 7. All existing and future indebtedness of Franchisee to each Guarantor is hereby subordinated to 

all indebtedness and other monetary obligations guaranteed in this Guaranty and, without the prior written 

consent of Franchisor, shall not be paid in whole or in part to any Guarantor, nor will any Guarantor accept any 

payment of or on account of any indebtedness while this Guaranty is in effect, unless at the time of this 

payment, all indebtedness and other monetary obligations to Franchisor are current under the terms of the 

Agreement. 

 8. Each Guarantor consents and agrees that the undersigned shall render any payment or 

performance required under this Guaranty and that the liability of each Guarantor shall be joint and several. This 

liability shall not be diminished, relieved or otherwise affected by any extension of time, credit or other 

indulgence which the Franchisor may periodically grant to Franchisee or to any other person including the 

acceptance of any partial payment or performance or the compromise or release of any claims, none of which 

shall in any way modify or amend this Guaranty, which shall be continuing and irrevocable until satisfied in full. 

 9. Each Guarantor waives acceptance and notice of acceptance by Franchisor of the foregoing 

undertakings. Each Guarantor waives notice of any amendment to the Agreement.  

 10. Each Guarantor hereby acknowledges that Franchisor or its affiliates may perform inquiries into 

each Guarantor’s credit history for purposes of enforcing or maintaining its rights under this Guaranty. Each 

Guarantor hereby authorizes, without reservation, all government agencies, institutions, information service 

bureaus, consumer reporting agencies, and other public records providers contacted by Franchisor or its 

affiliates to furnish such information upon request. 

 You and your owners irrevocably submit to the jurisdiction of the courts of the State of Utah in any suit, 

action or proceeding, arising out of or relating to this Guaranty or any other dispute between you and us, and 

you irrevocably agree that all claims in respect of any suit, action or proceeding must be brought and/or 

defended except with respect to matters that are under the exclusive jurisdiction of the federal courts of the 

United States of America, which shall be brought and/or defended in the federal district court sitting in Salt 

Lake City, Utah. You irrevocably waive, to the fullest extent you may lawfully do so, the defense of an 

inconvenient forum to the maintenance of this suit, action, or proceeding and agree that service of process for 

purposes of any suit, action, or proceeding need not be personally served or served within the State of Utah, by 

certified mail or any other means permitted by law addressed to you at the address set forth herein. Nothing 

contained herein shall affect our rights to bring a suit, action or proceeding in any other appropriate jurisdiction, 

including any suit, action or proceeding brought by us to enforce any judgment against you entered by a state or 

federal court. 

 

 

 

< Signatures on following page > 
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IN WITNESS WHEREOF, each of the undersigned has hereunto affixed his/her signature to be 

effective as of [EFFECTIVE DATE].  

 

 GUARANTORS 

 

 

 

Signed: ________________________________ 

Print Name: [OWNER 1 NAME] 
 

 

 

Signed: ________________________________ 

Print Name: [OWNER 2 NAME] 

 

 

Signed: ________________________________ 

Print Name: [OWNER 3 NAME] 
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EXHIBIT D 

LEASE ADDENDUM 

 

This Lease Addendum is signed as of this ____ day of _____________________, 20__, by and between 

[FRANCHISEE NAME], [FRANCHISEE ENTITY TYPE] (“Franchisee”) and 

____________________________________ (“Landlord”) as an addendum to the lease (as periodically 

modified, amended, supplemented, renewed, and/or extended as contemplated herein, the “Lease”) for the 

premises located at ___________________ 

________________________, state of ____________________________ (the “Premises”) dated as of 

______________________, 20__. 

The Lease is hereby modified to include the following provisions. In the event the provisions below contradict 

the provisions of the Lease, the provisions contained herein shall supersede any terms to the contrary set forth in 

the Lease. 

WHEREAS, Franchisee has signed or intends to sign a Franchise Agreement (the “Franchise Agreement”) with 

Costa Vida Management, LLC (the “Franchisor”) for the operation of a Costa Vida Fresh Mexican Grill at the 

Premises, and as a requirement thereof, the lease for the Premises must include the provisions contained in this 

Addendum. 

NOW THEREFORE, in consideration of mutual covenants set forth herein, the signing and delivery of the 

Lease, and other good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, 

Landlord and Franchisee hereby agree as follows:  

1. Landlord shall deliver to Franchisor a copy of any notice of default or termination of the Lease at the same 

time such notice is delivered to Franchisee. In the event of default by Franchisee, Landlord must provide 

notice to Franchisor of Franchisee’s default under the Lease, and Landlord must provide Franchisor with 

the right (but not the obligation) to cure Franchisee’s default.  

2. Notwithstanding anything to the contrary contained in the Lease, Franchisee shall have the absolute right 

to sublet, assign, or otherwise transfer its interest in the Lease to Franchisor or any of its affiliates, or to a 

corporation with which the Franchisee or Franchisor may merge or consolidate, without Landlord’s 

approval, written or otherwise. 

3. If the Franchisor requests, the Franchisee shall assign to Franchisor, and Landlord hereby irrevocably and 

unconditionally consents to this assignment, all of Franchisee’s rights, title, and interest to and under the 

Lease, but no such assignment shall be effective unless:  

a. the Franchise Agreement is terminated or expires without signing of a successor franchise 

agreement; and 

b. Franchisor notifies the Franchisee and Landlord in writing that Franchisor assumes Franchisee’s 

obligations under the lease. 

4. Landlord agrees that Franchisor, or Franchisor’s assignee or designee has the right (but not the obligation) 

to assume the Lease or sublease: (1) upon expiration or termination of the Franchise Agreement (without 

renewal) between Franchisee and Franchisor; (2) if Franchisee fails to exercise any options to renew or 

extend the Lease during the term of the Franchise Agreement between Franchisee and Franchisor; (3) if 

Franchisee commits a default that gives the Landlord the right to terminate the Lease or sublease; or (4) if 

Franchisor purchases Franchisee’s restaurant (as permitted by the Franchise Agreement between 

Franchisor and Franchisee). 
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5. Landlord agrees that Franchisor shall have the right, but not the obligation, upon giving written notice of 

its election to Franchisee and Landlord, to cure any breach of the Lease on behalf of the Franchisee. By so 

curing a breach of the Lease, Franchisor in no wise shall be deemed to have assumed the Lease or incurred 

any liability or obligation whatsoever under the Lease. 

6. The Lease may not be amended, modified, extended, supplemented, assigned, or renewed in any manner 

or assigned by Franchisee without Franchisor’s prior written consent. 

7. Franchisee and Landlord acknowledge and agree that Franchisor shall have no liability or obligation 

whatsoever under the Lease unless and until Franchisor assumes the Lease in writing pursuant to Sections 

2, 3, or 4 above. Franchisor will assume all of Franchisee’s obligations under the Lease or Sublease from 

and after the date of assignment, but shall have no obligation to pay any delinquent rent or to cure any 

other default under the Lease that occurred or existed before the date of assignment. 

8. If Franchisor assumes the Lease, as above provided, Franchisor may further assign the Lease to another 

person or entity to operate the Costa Vida Restaurant at the Premises, subject to Landlord’s consent, 

which consent will not be unreasonably withheld or delayed. Landlord agrees to sign such further 

documentation to confirm its consent to the assignments permitted under this Addendum as Franchisor 

may request. 

9. Landlord and Franchisee hereby acknowledge that Franchisee has agreed under the Franchise Agreement 

that Franchisor and its employees or agents shall have the right to enter the Premises for certain purposes. 

Landlord hereby agrees not to interfere with or prevent this entry by Franchisor, its employees, or its 

agents, onto the Premises. Landlord and Franchisee hereby further acknowledge that in the event the 

Franchise Agreement expires (without renewal) or is terminated, Franchisee is obligated to take certain 

steps under the Franchise Agreement to de-identify the location as a Costa Vida Restaurant. Landlord 

agrees to permit Franchisor, its employees, or its agents, to enter the Premises and remove signs (both 

interior and exterior), décor, and materials displaying any marks, designs, or logos owned by Franchisor, 

provided Franchisor shall bear the expense of repairing any damage to the Premises as a result thereof. 

10. Under the Franchise Agreement, any lease for the location of a Costa Vida Restaurant is subject to 

Franchisor’s approval. Accordingly, the Lease is contingent upon such approval. 

11. Upon Franchisor’s request, Franchisee hereby authorizes and requires the Landlord to disclose to 

Franchisor, upon Franchisor’s request, sales and other information that Franchisee furnishes to the 

Landlord.  

12. Landlord and Franchisee agree that if Landlord is an Owner or an Affiliate of the Franchisee, as defined in 

the Franchise Agreement, and Landlord proposes to sell the Premises, before such sale of the Premises, 

the Lease upon the request of the Franchisor shall be amended to reflect a rental rate and other terms that 

are the reasonable and customary rental rates and terms prevailing in the community where the Leased 

Premises are located. 

13. Landlord agrees that during and after the term of the Lease, it will not disclose or use Confidential 

Information (as defined below) for any purpose other than for the purpose of fulfilling Landlord’s 

obligations under the Lease. “Confidential Information” as used herein shall mean all non-public 

information and tangible things, whether written, oral, electronic or in other form, provided or disclosed 

by or on behalf of Franchisee to Landlord, or otherwise obtained by Landlord, regarding the design and 

operations of the business located at the Premises, including all information identifying or describing the 

floor plan, equipment, furniture, fixtures, wall coverings, flooring materials, shelving, decorations, trade 

secrets, trade dress, “look and feel,” layout, design, menus, recipes, formulas, manner of operation, 

suppliers, vendors, and all other products, goods, and services used, useful or provided by or for 

Franchisee on the Premises. Landlord acknowledges that all Confidential Information belongs exclusively 
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to Franchisor. Landlord agrees that should it breach or threaten to breach this provision of the Addendum, 

Franchisor will suffer irreparable damages and its remedy at law will be inadequate. Therefore, if 

Landlord threatens or actually breaches this provision, Franchisor (which, along with its successors and 

assigns, is an intended third-party beneficiary of the provisions of this paragraph), shall be entitled to all 

remedies available to Franchisor at law or in equity, including injunctive relief.  

14. If the Premises are to be located in a shopping center, mall or other multi-tenant facility, the Landlord 

agrees that it will not lease another space within this facility to any food service entity that serves Mexican 

food or for which burritos, enchiladas, tacos, or quesadillas comprise more than 20% of the menu or 

represent more than 20% of the sales. 

15. Landlord agrees to provide that a memorandum of the Lease be recorded in the appropriate recorder’s 

office in the county in which your Restaurant is located and that a copy of the recording certificate be sent 

to Franchisor. 

16. Landlord acknowledges that it has reviewed the Approved Costa Vida Design and Signage Package. 

Landlord agrees and consents to Franchisee’s use of one or more of the signs described in the Approved 

Costa Vida Design and Signage Package and all trade dress elements found in the same Approved Costa 

Vida Design and Signage Package as required by Franchisor.  

17. Copies of any and all notices required or permitted hereby or by the Lease shall also be sent to Franchisor 

at: 

  Costa Vida Management, LLC 

  3451 N. Triumph Blvd., Suite 105 

Lehi, Utah 84043 

   Attention: CEO and Legal Dept. 

18.  Landlord and Franchisee agree and acknowledge that Franchisor is a beneficiary of this Lease Addendum 

and has the right to enforce the provisions hereof as if it were a party hereto. 

IN WITNESS WHEREOF, the parties sign this Lease Addendum as of ______________, 20___. 

 

LANDLORD 

 

_________________________________, 

a ___________________________ 

 

 

By:        

Print Name:       

Title:        

 

FRANCHISEE 

 

[FRANCHISEE NAME], 

[FRANCHISEE ENTITY TYPE] 

 

 

By:        

Print Name: [FRANCHISEE SIGNER] 

Title:        
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EXHIBIT E 

INVESTOR PERSONAL COVENANTS REGARDING  

CONFIDENTIALITY & NON-COMPETITION 

 

In conjunction with your investment in [FRANCHISEE NAME], [FRANCHISEE 

ENTITY TYPE] (“Franchisee”), you (“Investor” or “you”), acknowledge and agree as follows for the 

benefit of Costa Vida Management, LLC, a Utah limited liability company (“Costa Vida”): 

1. Franchisee owns and operates, or is developing, a Costa Vida Restaurant located or to be located at 

[LOCATION] pursuant to a franchise agreement dated [EFFECTIVE DATE] (“Franchise 

Agreement”) with Costa Vida, which Franchise Agreement requires persons with legal or beneficial 

ownership interests in Franchisee under certain circumstances to be personally bound by the confidentiality 

and non-competition covenants contained in the Franchise Agreement. All capitalized terms contained 

herein shall have the same meaning set forth in the Franchise Agreement. 

2. You own or intend to own the percentage legal or beneficial ownership interest in Franchisee, set forth 

beneath your signature below, and acknowledge as set forth below your signature below and agree that your 

signing of this Agreement is a condition to such ownership interest and that you have received good and 

valuable consideration for signing this Agreement. Costa Vida may enforce this Agreement directly against 

you and your Owners (as defined below). 

3. If you are a corporation, partnership, limited liability company or other entity, all persons who have a legal 

or beneficial interest in you (“Owners”) must also sign this Agreement. 

4. You and your Owners, if any, may gain access to parts of Costa Vida’s Confidential Information (as defined 

in the Franchise Agreement) as a result of investing in Franchisee. The Confidential Information is 

proprietary and includes Costa Vida’s Trade Secrets (as defined in the Franchise Agreement). You and your 

Owners hereby agree that while you and they have a legal or beneficial ownership interest in Franchisee and 

thereafter you and they: (a) will not use the Confidential Information in any other business or capacity (such 

use being an unfair method of competition); (b) will maintain the confidentiality of the Confidential 

Information; and (c) will not make unauthorized copies of any portion of the Confidential Information 

disclosed in written, electronic or other form. If you or your Owners cease to have an interest in Franchisee, 

you and your Owners, if any, must deliver to Costa Vida any Confidential Information in your or their 

possession or control. 

5. During the term of the Franchise Agreement and during such time as you and your Owners, if any, have any 

legal or beneficial ownership interest in Franchisee, you and your Owners, if any, agree that you and they 

will not, without Costa Vida’s written consent (which consent may be withheld at Costa Vida’s discretion) 

directly or indirectly (such as through an affiliate or through your or their immediate families) own any legal 

or beneficial interest in, or render services or give advice in connection with: (a) any Competitive Business 

(as defined in the Franchise Agreement) located anywhere; or (b) any entity located anywhere which grants 

franchises, or licenses to others to operate any Competitive Business. 

6. For a period of two years, starting on the earlier to occur of the date you or your Owners cease to have any 

legal or beneficial ownership interest in Franchisee and the effective date of termination or expiration 

(without renewal) of the Franchise Agreement, neither you nor any of your Owners directly or indirectly 

(such as through an Affiliate or through you or their immediate families) shall own a legal or beneficial 

interest in, or render services or give advice to: (a) any Competitive Business operating within a radius of 

five miles of any Costa Vida Restaurant then in operation or under construction; (b) any entity which grants 

franchises or licenses other interests to others to operate any Competitive Business; or (c) recruit or hire any 

person who is an employee of yours, ours or of any Costa Vida Restaurant operated by us, our Affiliates or 
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any franchisee of ours without obtaining the employer’s consent, which consent may be withheld for any 

reason. If you or any of your Owners fail to or refuse to abide by any of the foregoing covenants and Costa 

Vida obtains enforcement in a judicial proceeding, the obligations under the breached covenant will 

continue in effect for a period of time ending two years after the date of the order enforcing the covenant. 

7. You and each of your Owners expressly acknowledge the possession of skills and abilities of a general 

nature and the opportunity to exploit these skills in other ways, so that enforcement of the covenants 

contained in Paragraphs 5 and 6 above will not deprive any of you of your personal goodwill or ability to 

earn a living. If any covenant herein which restricts competitive activity is deemed unenforceable by virtue 

of its scope or in terms of geographic area, type of business activity prohibited and/or length of time, but 

could be rendered enforceable by reducing any part or all of it, you and we agree that it will be enforceable 

to the fullest extent permissible under applicable law and public policy. In addition to relief as may be 

available at equity or law, Costa Vida may obtain in any court of competent jurisdiction any injunctive 

relief, including temporary restraining orders and preliminary injunctions, against conduct or threatened 

conduct for which no adequate remedy at law may be available or which may cause it irreparable harm. You 

and each of your Owners acknowledge that any violation of Paragraphs 4, 5, or 6 hereof would result in 

irreparable injury for which no adequate remedy at law may be available. If Costa Vida files a claim to 

enforce this Agreement and prevails in such proceeding, you must reimburse Costa Vida for all its costs and 

expenses, including reasonable attorneys’ fees. 

8. This agreement does not supersede or cancel any prior understandings and agreements you and your Owners 

had with respect to these matters, including any provision of the Franchise Agreement and any agreement 

previously entered into with Costa Vida or its affiliates pertaining to confidentiality. You and your Owners 

have read this agreement thoroughly, understand it, and sign it freely and voluntarily.  

 

 

< Signatures on following page > 



 

 3 Exhibit E – Investor Personal Covenants 

  2020 COSTA VIDA® FRANCHISE AGREEMENT 
1630197.1 

 

 

IN WITNESS WHEREOF, the undersigned have signed this Agreement on the date first above written. 

INVESTOR OWNERS 

 

 

Signed: ________________________________ 

Print Name: _______________________ 

 

Ownership Percentage: _______% 

 

 

Signed: ___________________________________ 

Print Name: ___________________________ 

 

 

 

Signed: ___________________________________ 

Print Name: ___________________________ 

 

 

 

Signed: ___________________________________ 

Print Name: ___________________________ 
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EXHIBIT F 

AUTHORIZATION AGREEMENT FOR PREARRANGED PAYMENTS 

(DIRECT DEBITS) 

 

[Important Instructions for Completing this Form: Before we can process your Franchise Agreement, you 

must sign and return this authorization. If, at the time you sign your Franchise Agreement, you do not have your 

account set up, or if you do not yet know your account information, please show that you agree to the terms of 

this authorization by signing this form, leaving the account information blank, and returning the signed form 

with your Franchise Agreement. You can give us your account information when you receive it, but we must 

have the information before you open your Restaurant. If you have any questions about what this form means, 

you should get advice from your lawyer, your accountant or your bank.] 

 

Your Name (or name of legal entity on Franchise Agreement): [FRANCHISEE NAME] 

Your Social Security Number (or legal entity Federal Tax ID Number): ________________________________ 

Name on Bank Account (if different than above): __________________________________________________ 

 

The undersigned (“Account Holder”) hereby authorizes Costa Vida Management, LLC, a Utah limited liability 

company (“Company”) to initiate debit entries and/or credit correction entries to Account Holder’s checking 

and/or savings account(s) listed below at the bank, credit union or other depository listed below (“Bank”) and to 

debit this account per Company’s instructions for any and all amounts due to Company. The Account Holder 

understands that all amounts debited from the account below will be credited to Company’s account.   

[Instead of completing the information required on the following four lines,  

you may attach hereto a cancelled or voided check.] 

________________________________  _______________________________________ 

NAME OF BANK    Branch 

 

________________________________  _________________  _____________ 

City      State    Zip Code 

 

________________________________  ________________________________________ 

Telephone Number of Bank   Contact Person at Bank 

 

________________________________  ________________________________________ 

Bank Transit/ABA Number   Account Number 

 

This authority is to remain in effect until Bank has received joint written notice from Company and Account 

Holder of the Account Holder’s termination. Any termination notice must be given in a way as to give Bank a 

reasonable opportunity to act on it. If a debit entry is initiated to Account Holder’s account in error, Account 

Holder shall have the right to have the amount of the error credited to the account by Bank, if (a) within 15 

calendar days following the date on which Bank sent to Account Holder a statement of account or a written 

notice regarding this entry or (b) 45 days after posting, whichever occurs first, Account Holder shall have sent to 

Bank a written notice identifying this entry, stating that this entry was in error and requesting Bank to credit the 

amount thereof to this account. These rights are in addition to any rights Account Holder may have under 

federal and state banking laws. 

 [FRANCHISEE NAME], 

[FRANCHISEE ENTITY TYPE]  

By: ______________________________ 
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Print Name: [FRANCHISEE SIGNER] 

Title: _________________    Date: __________ 
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EXHIBIT G 

SITE SELECTION ADDENDUM 

 

Costa Vida Management, LLC, a Utah limited liability company (“we”, “us”, the “Company” or 

“Franchisor”) and [FRANCHISEE NAME], [FRANCHISEE ENTITY TYPE] 

(“you” or “Franchisee”) have, as of [EFFECTIVE DATE], entered into a certain Costa Vida 

Franchise Agreement (the “Franchise Agreement”) and desire to supplement its terms, as set out below in this 

Site Selection Addendum (the “Addendum”). The parties therefore agree as follows: 

1. Criteria for Site Approval. 

You agree that within ________________ (____) days after executing the Franchise Agreement, you 

will locate and obtain our approval for a site within the Site-Selection Area for the establishment of your 

Restaurant. For purposes of this Agreement, “Site-Selection Area” is defined as _______________________. 

 You must submit to us the following: 

(a) a complete site proposal form containing population, growth, income, and other potential 

customer demographics information, traffic patterns, access, visibility, location of other retail food 

establishments and relative sales performance (including other Costa Vida Restaurants) and size, 

condition, configuration, appearance and other physical characteristics of the site and all other 

information that we reasonably require for the site; 

(b) if the Premises for the proposed site are to be leased, satisfactory evidence that the lessor will 

agree to the minimum requirements contained in the Lease Addendum to be signed between us, you and 

the lessor, attached to the Franchise Agreement as Exhibit D; and  

(c) any other information or materials as we may require, such as a letter of intent or other 

document which confirms your favorable prospects for obtaining the proposed site. 

2. Site Approval. 

We will approve or reject each site for which you submit to us a complete Site Proposal Package in 

accordance with Section 3.A of the Franchise Agreement and, if we approve the site, we will do so by delivering 

our standard Site Approval Letter. Our Site Approval Letter, duly signed by us, is the exclusive means by which 

we approve a proposed site, and no other direct or indirect representation, approval or acceptance, whether in 

writing or verbally, by any of our officers, employees or agents, shall be effective or bind us. We will use all 

reasonable efforts to make a site approval decision and, if the site is approved, deliver a Site Approval Letter to 

you within 30 days after we receive the complete Site Proposal Package and any other materials we have 

requested. In deciding whether to approve or reject a site you propose, we may consider such factors as we, in 

our sole discretion, deem appropriate, including the general location and neighborhood, population, growth, 

income, and other potential customer demographics information, traffic patterns, access, visibility, location of 

other retail food establishments (including other Costa Vida Restaurants) and size, condition, configuration, 

appearance and other physical characteristics of the site. Neither our approval of a proposed site, nor any 

information communicated to you regarding our standard site selection criteria or the proposed site, constitutes a 

warranty or representation of any kind, express or implied, as to the suitability of the proposed site, but merely 

signifies that we are willing to grant a franchise for a Costa Vida Restaurant at that location in accordance with 

the terms of the Franchise Agreement. Your decision to develop and operate a Costa Vida Restaurant at any site 

is based solely on your own independent investigation of the suitability of the site for a Costa Vida Restaurant. 

In consideration of our approval of a proposed site, you and your Owners agree to release us, and our Affiliates, 

shareholders, members, officers, directors, employees, agents, successors and assigns from any and all loss, 

damages and liability arising from or in connection with the selection and/or approval of this site for the 

development of a Costa Vida Restaurant. 
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3. Costs of On-Site Evaluation. 

We may also provide an on-site evaluation of sites proposed pursuant hereto as we deem necessary or 

appropriate. If we deem it necessary to provide an on-site evaluation of the proposed site, you must coordinate 

and arrange for the visit by our representative or agent and may be required to pay our related travel expenses. 

4. Extensions. 

Upon your written request, we, at our sole discretion and without obligation, may grant a written 

extension or extensions to the period for approval of a proposed site. 

5. Purchase Agreement/Lease. 

You must lease, sublease or purchase the Premises within 90 days after signing the Franchise 

Agreement. We have the right to approve the terms of any lease, sublease or purchase contract for the Premises, 

and you must deliver a copy to us for our approval before you sign it. You agree that any lease or sublease for 

the Premises must, in form and substance satisfactory to us, include all of the provisions set forth on Exhibit D 

of the Franchise Agreement or substantially similar provisions. You may not sign a lease, sublease or purchase 

contract or any modification thereof without our approval. Our approval of the lease, sublease, or purchase 

contract does not constitute a warranty or representation of any kind, express or implied, as to its fairness or 

suitability or as to your ability to comply with its terms. We do not, by virtue of approving the lease, sublease or 

purchase contract, assume any liability or responsibility to you or to any third parties. You must deliver a copy 

of the fully signed lease, sublease, or purchase contract to us within five days after its signing. If you, one of 

your Owners, or one of your Affiliates at any time owns the Premises, you must immediately notify us and we 

may require that you or such Owner or Affiliate (1) enter into an agreement with us in recordable form granting 

us the right and option, in the event of a termination (for whatsoever reason) of the Franchise Agreement, to 

lease the Premises at fair market rental rates for a term coterminous with the term of the Franchise Agreement 

for these Premises; or (2) enter into a prime lease with us at fair market rental rates for a term coterminous with 

the term of the Franchise Agreement for these Premises and a sublease with us on the same terms as the prime 

lease. The prime lease and sublease referenced in the preceding sentence shall be on the then current lease and 

the sublease forms used by us.  

If the lease for your Restaurant expires or is terminated before the end of the term, you may move your 

Restaurant to another location chosen in accordance with our site evaluation and approval process found in 

Section 3.A of the Franchise Agreement. The new location: (1) must be in the original Restaurant’s Protected 

Area, as determined by us, and (2) may in no case infringe upon a franchise agreement or other agreement 

applicable to another Restaurant.  

If you lose possession of your Restaurant’s Premises because the lease expired by its terms, or on 

account of condemnation or eminent domain proceedings, or as the result of early termination pursuant to 

Section 14 of the Franchise Agreement, you must initiate the relocation procedure in time to lease, build-out and 

open your Restaurant for business within 60 days after the original Restaurant closes. If your lease is terminated 

on account of a fire or other casualty, you must initiate the relocation procedure in time to lease, build-out and 

open your Restaurant for business within 120 days after the lease for the original Restaurant terminates.  

6. Effect and Interpretation. 

This Addendum will be considered an integral part of the Franchise Agreement between the Parties, and 

the terms of this Addendum will be controlling with respect to the subject matter hereof. Except as modified or 

supplemented by this Addendum, the terms of the Franchise Agreement are hereby ratified and confirmed. 

< Signatures on following page > 
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IN WITNESS WHEREOF, the Parties have signed and delivered this Agreement on the day and year 

first above written. 

 

FRANCHISOR 

 

Costa Vida Management, LLC, 

a Utah limited liability company 

 

By: CV Holdings, LC, a Utah limited liability 

company, its Manager 

 

 

By: ________________________________ 

Print Name: Dave Rutter 

Title: President and CEO 

FRANCHISEE 

 

[FRANCHISEE NAME], 

[FRANCHISEE ENTITY TYPE] 

 

 

By:        

Print Name: [FRANCHISEE SIGNER] 

Title: _____________________ 
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EXHIBIT H 

ASSIGNMENT OF TELEPHONE NUMBER(S) 

 

Restaurant Number: [###] 

Name of Franchisee: [FRANCHISEE NAME] 

Address of Restaurant: [LOCATION] 

Telephone Number(s): ____________________; ____________________; ____________________ 

For valuable consideration, the Franchisee identified above (“Franchisee”) assigns and transfers to 

Costa Vida Management, LLC, a Utah limited liability company (the “Company”) all of Franchisee’s rights and 

interests in each and all of the telephone numbers used in connection with the Franchise, including, without 

limitation, each of those listed above (the “Numbers”). 

Franchisee authorizes the Company to file this Assignment with the telephone company that issued the 

Numbers for the purposes of establishing the Company’s claim to and right to designate the user of the 

Numbers. 

Franchisee irrevocably constitutes and appoints the Company as Franchisee’s agent and attorney-in-fact 

for the purposes of (i) signing and delivering any transfer of service agreement or comparable document the 

telephone company requires to transfer the rights in the Numbers from Franchisee to the Company or its 

designee, and (ii) canceling and revoking any call-forwarding or similar instructions Franchisee has issued to the 

telephone company with respect to any of the Numbers, with full power to sign Franchisee’s name and 

otherwise to act in Franchisee’s name, place, and stead. 

Franchisee agrees to reimburse the Company the full amount of any local service and long-distance 

charges the telephone company requires that the Company pay to obtain the Numbers, together with interest as 

provided in the Franchise Agreement for the Restaurant. 

Franchisee represents and warrants to the Company that Franchisee obtained the Numbers in his or her 

own name, and that Franchisee is the person of record the telephone company will recognize as registered user 

or “owner” of the Numbers. 

 

FRANCHISEE: 

[FRANCHISEE NAME], 

[FRANCHISEE ENTITY TYPE] 

 

 

By:        

Print Name: [FRANCHISEE SIGNER] 

Title:        

 

 

Date:        
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EXHIBIT I 

STATE-SPECIFIC ADDENDA  

TO FRANCHISE DISCLOSURE DOCUMENT 

AND FRANCHISE AGREEMENT 

 

 

The following modifications may supersede certain portions of the Franchise Agreement dated 

[EFFECTIVE DATE]. 

 

The following states have statutes that may supersede the Franchise Agreement in your relationship with 

us, including the areas of termination and renewal of your franchise: ARKANSAS [Stat. Section 70-807], 

CALIFORNIA [Bus. & Prof. Code Sections 20000-20043], CONNECTICUT [Gen. Stat. Section 42-133e et 

seq.], DELAWARE [Code, Tit. 6, Ch. 25, Sections 2551-2556], HAWAII [Rev. Stat. Section 482E-1], ILLINOIS 

[Rev. Stat. 815 ILCS 705/19 and 705/20], INDIANA [Stat. Sections 23-2-2.7 and 23-2-2.5], IOWA [Code 

Sections 523H.1-523H.17], MARYLAND [Maryland Franchise Registration and Disclosure Law, MD. Code 

Ann., Bus. Reg. Sections 14-201 to 14-233 (2004 Repl. Vol.)], MICHIGAN [Stat. Section 19.854(27)], 

MINNESOTA [Stat. Section 80C.14], MISSISSIPPI [Code Section 75-24-51], MISSOURI [Stat. Section 

407.400], NEBRASKA [Rev. Stat. Section 87-401], NEW JERSEY [Stat. Section 56.10-1], SOUTH DAKOTA 

[Codified Laws Section 37-5B-51], VIRGINIA [Code 13.1-517-574], WASHINGTON [Code Section 

19.100.180], WISCONSIN [Stat. Section 135.03]. These and other states may have court decisions that may 

supersede the Franchise Agreement in your relationship with us including the areas of termination and renewal of 

your franchise. 

CALIFORNIA 

The California Franchise Investment Law requires a copy of all proposed agreements relating to the sale 

of the franchise be delivered together with the FDD. 

Neither we, nor any person or franchise broker disclosed in Item 2 of the FDD is subject to any currently 

effective order of any national securities association or national securities exchange, as defined in the Securities 

Exchange Act of 1934, 15 U.S.C.A. 78a et seq., suspending or expelling these persons from membership in this 

association or exchange. 

California Business and Professions Code Sections 20000 through 20043 provide rights to you 

concerning termination or non-renewal of a franchise. If the Franchise Agreement contains a provision that is 

inconsistent with the law, the law will control.  

Prospective franchisees are encouraged to consult private legal counsel to determine the applicability of 

California and federal laws (such as Business and Professions Code Section 20040.5, Code of Civil Procedure Section 

1281, and the Federal Arbitration Act) to any provisions of a franchise agreement restricting venue to a forum outside 

the State of California. 

The Franchise Agreement contains a covenant not to compete which extends beyond the termination of 

the franchise. This provision may not be enforceable under California law. 

The Franchise Agreement requires application of the laws of the State of Utah. This provision may not be 

enforceable under California law. 

The following paragraph is added to ITEM 19 of the Franchise Disclosure Document: 

The earnings claims figures do not reflect the costs of sales, operating expenses or other 

costs or expenses that must be deducted from the net sales or gross sales figure to obtain 

your net income or net profit. You should conduct an independent investigation of the 
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costs and expenses you will incur in operating your franchised business. Franchisees or 

former franchisees listed in the Franchise Disclosure Document may be one source of this 

information. 

Costa Vida’s Uniform Resource Locator (“URL”) address for locating its internet website is: 

http://www.costavida.com. OUR WEBSITE HAS NOT BEEN REVIEWED OR APPROVED BY THE 

CALIFORNIA DEPARTMENT OF CORPORATIONS. ANY COMPLAINTS CONCERNING THE CONTENT 

OF THIS WEBSITE MAY BE DIRECTED TO THE CALIFORNIA DEPARTMENT OF CORPORATIONS at 

www.corp.ca.gov. 

THE CALIFORNIA SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES 

WHO ARE RESIDENTS OF CALIFORNIA OR WHO LOCATE THEIR FRANCHISES IN 

CALIFORNIA. 

HAWAII 

1. The following list reflects the status of our franchise registrations in the states which have 

franchise registration and/or disclosure laws:  

This renewal registration is not currently effective in any state.  

This proposed registration is on file with or will shortly be on file with the States of Minnesota, North 

Dakota and South Dakota. 

An Application/Notice of Exemption is on file or will shortly be on file with the States of California, 

Illinois, Indiana, New York and Washington. 

There are no states which have revoked or suspended the right to offer these franchises. 

2. The Franchise Agreement has been amended as follows: 

The Hawaii Franchise Investment Law provides rights to the franchisee concerning non-renewal, 

termination and transfer of the Franchise Agreement. If the Franchise Agreement, and more specifically, Sections 

2(C), 13, and 14 contain a provision that is inconsistent with the Hawaii Franchise Investment Law, the Hawaii 

Franchise Investment Law will control. 

Sections 2(C)(ii) and 13(C)(vii) of the Franchise Agreement require franchisee to sign a general release as 

a condition of renewal and transfer of the franchise; this release shall exclude claims arising under the Hawaii 

Franchise Investment Law. 

Section 13A(i) of the Franchise Agreement, which terminates the Franchise Agreement upon the 

bankruptcy of the franchisee may not be enforceable under federal bankruptcy law (11 U.S.C. Section 101, et 

seq.). 

3. The Receipt Pages are amended to add the following: 

THIS FRANCHISE WILL BE/HAVE BEEN FILED UNDER THE FRANCHISE INVESTMENT LAW 

OF THE STATE OF HAWAII. FILING DOES NOT CONSTITUTE APPROVAL, 

RECOMMENDATION OR ENDORSEMENT BY THE DIRECTOR OF COMMERCE AND 

CONSUMER AFFAIRS OR A FINDING BY THE DIRECTOR OF COMMERCE AND CONSUMER 

AFFAIRS THAT THE INFORMATION PROVIDED HEREIN IS TRUE, COMPLETE AND NOT 

MISLEADING. 

http://www.corp.ca.gov/
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THE FRANCHISE INVESTMENT LAW MAKES IT UNLAWFUL TO OFFER OR SELL ANY 

FRANCHISE IN THIS STATE WITHOUT FIRST PROVIDING TO THE PROSPECTIVE 

FRANCHISEE, OR SUBFRANCHISOR, AT LEAST SEVEN DAYS BEFORE THE SIGNING BY 

THE PROSPECTIVE FRANCHISEE, OF ANY BINDING FRANCHISE OR OTHER AGREEMENT, 

OR AT LEAST SEVEN DAYS BEFORE THE PAYMENT OF ANY CONSIDERATION BY THE 

FRANCHISEE, OR SUBFRANCHISOR, WHICHEVER OCCURS FIRST, A COPY OF THE 

DISCLOSURE DOCUMENT, TOGETHER WITH A COPY OF ALL PROPOSED AGREEMENTS 

RELATING TO THE SALE OF THE FRANCHISE. 

THIS DISCLOSURE DOCUMENT CONTAINS A SUMMARY ONLY OF CERTAIN MATERIAL 

PROVISIONS OF THE FRANCHISE AGREEMENT AND THE CONTRACT OR AGREEMENT 

SHOULD BE REFERRED TO FOR A STATEMENT OF ALL RIGHTS, CONDITIONS, 

RESTRICTIONS AND OBLIGATIONS OF BOTH THE FRANCHISOR AND THE FRANCHISEE. 

THE HAWAII SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES WHO 

ARE RESIDENTS OF HAWAII OR WHO LOCATE THEIR FRANCHISES IN HAWAII. 

ILLINOIS 

THE FRANCHISE AGREEMENT STATES THAT YOU MUST MEET CERTAIN MINIMUM 

PERFORMANCE SALES REQUIREMENTS. IF YOU DO NOT MEET THESE REQUIREMENTS YOUR 

FRANCHISE AGREEMENT CAN BE TERMINATED BY COSTA VIDA. This provision may be affected by 

Illinois Law, 815 ILCS §§ 705/4 and 705/41. 

Item 17 of the Disclosure Document and Sections 2C and 14A of the Franchise Agreement are amended, 

if required by law, to state: 

“The conditions under which your franchise can be terminated and your rights 

upon non-renewal may be affected by Illinois Law, 815 ILCS §§ 705/19 and 

705/20.” 

Item 17 of the Disclosure Document and Sections 17 and 18D and any other choice of law, venue and 

jurisdictions provisions in the Franchise Agreement are amended, if required by law, to include the following: 

“Provisions regarding jurisdiction and venue and choice of law may be affected 

by Illinois law, 815 ILCS §§ 705/4 and 705/41, respectively.” 

“Notwithstanding anything in this Agreement to the contrary, UNLESS 

GOVERNED BY THE FEDERAL ARBITRATION ACT, THE UNITED 

STATES TRADEMARK ACT OF 1946 (LANHAM ACT, 15 U.S.C. 

SECTIONS 1051 ET SEQ.) OR OTHER FEDERAL LAW OR MATTERS 

ARISING UNDER SECTION 4 OF THE ILLINOIS FRANCHISE 

DISCLOSURE ACT WHICH SHALL BE GOVERNED THEREBY, THIS 

AGREEMENT, THE FRANCHISE AND THE RELATIONSHIP BETWEEN 

COMPANY AND FRANCHISEE SHALL BE GOVERNED BY THE LAWS 

OF THE STATE OF UTAH, EXCEPT THAT (A) THE UTAH BUSINESS 

OPPORTUNITY DISCLOSURE ACT AND ANY OTHER STATE LAW 

RELATING TO (1) THE OFFER AND SALE OF FRANCHISES, (2) 

FRANCHISE RELATIONSHIPS OR (3) BUSINESS OPPORTUNITIES, 

SHALL NOT APPLY UNLESS THE APPLICABLE JURISDICTIONAL 

REQUIREMENTS ARE MET INDEPENDENTLY WITHOUT REFERENCE 

TO THIS PARAGRAPH; and (B) THE ENFORCEABILITY OF THOSE 

PROVISIONS OF THIS AGREEMENT WHICH RELATE TO 
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RESTRICTIONS ON YOUR COMPETITIVE ACTIVITIES WILL BE 

GOVERNED BY THE LAWS OF THE STATE IN WHICH YOUR BUSINESS 

IS LOCATED.” 

SPECIFICALLY, PROVISIONS REGARDING JURISDICTION AND VENUE 

AND CHOICE OF LAW MAY BE AFFECTED BY ILLINOIS LAW, 815 ILCS 

§§ 705/4 AND 705/41, RESPECTIVELY, AND RULE SECTION 200.608 OF 

THE RULES AND REGULATIONS PROMULGATED PURSUANT TO THE 

ILLINOIS FRANCHISE DISCLOSURE ACT.” 

No provision in the Disclosure Document or Franchise Agreement shall be construed to mean that you 

may not rely on representations in the Costa Vida Disclosure Document that we provided to you in connection 

with the offer and purchase of your franchise. 

Section 41 of the Illinois Franchise Disclosure Act states that “any condition, stipulation, or provision 

purporting to bind any person acquiring any franchise to waive compliance with any provision of this Act is 

void.” 

THE ILLINOIS SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES WHO 

ARE RESIDENTS OF ILLINOIS OR WHO LOCATE THEIR FRANCHISES IN ILLINOIS. 

MARYLAND 

The Disclosure Document is amended to state: 

“Costa Vida has not registered the trademark, servicemark/logo in the State of 

Maryland. You must register the name “Costa Vida Association” as a dba for the 

entity operating the franchise in the state where the franchise marketing area is 

located.” 

Item 17 of the Disclosure Document and Sections 2(C)(ii) and 13(C)(vii) of the Franchise Agreement are 

amended to state: 

“Any release signed in connection with the Franchise Agreement is not intended 

to, nor shall it act as a release, estoppel or waiver of any liability incurred under 

the Maryland Franchise Registration and Disclosure Law.” 

The Disclosure Document and Sections 17 and 18(D) of the Franchise Agreement are amended to state: 

“Notwithstanding anything in this Agreement to the contrary, UNLESS 

GOVERNED BY THE FEDERAL ARBITRATION ACT, THE UNITED 

STATES TRADEMARK ACT OF 1946 (LANHAM ACT, 15 U.S.C. 

SECTIONS 1051 ET SEQ.) OR OTHER FEDERAL LAW OR MATTERS 

ARISING UNDER THE MARYLAND FRANCHISE REGISTRATION AND 

DISCLOSURE LAW WHICH SHALL BE GOVERNED THEREBY, THIS 

AGREEMENT AND THE RELATIONSHIP BETWEEN YOU AND US WILL 

BE GOVERNED BY THE LAWS OF THE STATE OF UTAH, EXCEPT 

THAT THE UTAH BUSINESS OPPORTUNITY DISCLOSURE ACT AND 

ANY OTHER STATE LAW RELATING TO (1) THE OFFER AND SALE OF 

FRANCHISES, (2) FRANCHISE RELATIONSHIPS, OR (3) BUSINESS 

OPPORTUNITIES, WILL NOT APPLY UNLESS THE APPLICABLE 

JURISDICTIONAL REQUIREMENTS ARE MET INDEPENDENTLY 

WITHOUT REFERENCE TO THIS PARAGRAPH. YOU MAY BRING A 
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LAWSUIT IN MARYLAND FOR CLAIMS ARISING UNDER THE 

MARYLAND FRANCHISE REGISTRATION AND DISCLOSURE LAW.” 

“Any claims arising under the Maryland Franchise Registration and Disclosure 

Law must be brought within 3 years after the grant of your franchise.” 

“Any limitation of claims provisions shall not act to reduce the three year statute 

of limitations afforded a franchisee for bringing a claim arising under the 

Maryland Franchise Registration and Disclosure Law.” 

The Disclosure Document and Franchise Agreement are amended as follows: 

“Any provision in the Franchise Agreement restricting jurisdiction or venue to a 

forum outside of Maryland or requiring the application of the laws of another 

state is void with respect to a claim arising under the Maryland Franchise 

Registration and Disclosure Law.” 

“Any claims under the Maryland Franchise Registration and Disclosure law may 

be brought in the State of Maryland.” 

“Pursuant to COMAR 02.02.0816L, the general release required as a condition of 

renewal, sale and/or assignment/transfer will not apply to any liability under the 

Maryland Franchise Registration and Disclosure Law.” 

“Any provision in the Disclosure Document or Franchise Agreement or the 

agreements attached as appendices that requires you to disclaim the occurrence 

and/or acknowledge the non-occurrence of acts that would constitute a violation 

of the Maryland Franchise Registration and Disclosure Law is not intended to nor 

will it act as a release, estoppel or waiver of any liability incurred under the 

Maryland Franchise Registration and Disclosure Law.” 

“Your acknowledgement and representations are not intended to nor shall they 

act as a release, estoppel or waiver of any liability incurred under the Maryland 

Franchise Registration and Disclosure Law.” 

THE MARYLAND SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES 

WHO ARE RESIDENTS OF MARYLAND OR WHO LOCATE THEIR FRANCHISES IN MARYLAND. 

MICHIGAN 

THE STATE OF MICHIGAN PROHIBITS CERTAIN UNFAIR PROVISIONS THAT ARE 

SOMETIMES IN FRANCHISE DOCUMENTS. IF ANY OF THE FOLLOWING PROVISIONS ARE IN 

THESE FRANCHISE DOCUMENTS, THE PROVISIONS ARE VOID AND CANNOT BE ENFORCED 

AGAINST YOU. 

Each of the following provisions is void and unenforceable if contained in any documents relating to a 

franchise: 

(a) A prohibition on your right to join an association of franchisees. 

(b) A requirement that you assent to a release, assignment, novation, waiver, or estoppel which 

deprives you of rights and protections provided in this act. This shall not preclude you, after entering into 

a Franchise Agreement, from settling any and all claims. 
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(c) A provision that permits us to terminate a franchise before the expiration of its term except for 

good cause. Good cause shall include your failure to comply with any lawful provision of the Franchise 

Agreement and to cure this failure after being given written notice thereof and a reasonable opportunity, 

which in no event need be more than 30 days, to cure this failure. 

(d) A provision that permits us to refuse to renew your franchise without fairly compensating you by 

repurchase or other means for the fair market value at the time of expiration of your inventory, supplies, 

equipment, fixtures, and furnishings. Personalized materials which have no value to us and inventory, 

supplies, equipment, fixtures, and furnishings not reasonably required in the conduct of the franchise 

business are not subject to compensation. This subsection applied only if: (i) the term of the franchise is 

less than 5 years and (ii) you are prohibited by the franchise or other agreement from continuing to 

conduct substantially the same business under another trademark, service mark, trade name, logotype, 

advertising, or other commercial symbol in the same area subsequent to the expiration of the franchise or 

you do not receive at least 6 months advance notice of our intent not to renew the franchise. 

(e) A provision that permits us to refuse to renew a franchise on terms generally available to other 

franchisees of the same class or type under similar circumstances. This section does not require a renewal 

provision. 

(f) A provision requiring that arbitration or litigation be conducted outside this state. This shall not 

preclude you from entering into an agreement, at the time of arbitration, to conduct arbitration at a 

location outside this state. 

(g) A provision which permits us to refuse to permit a transfer of ownership of a franchise, except for 

good cause. This subdivision does not prevent us from exercising a right of first refusal to purchase the 

franchise. Good cause shall include, but is not limited to: 

(i) The failure of the proposed transferee to meet our then-current reasonable qualifications 

or standards. 

(ii) The fact that the proposed transferee is a competitor of us or our subfranchisor. 

(iii) The unwillingness of the proposed transferee to agree in writing to comply with all lawful 

obligations. 

(iv) You or your proposed transferee’s failure to pay any sums owing to us or to cure any 

default in the Franchise Agreement existing at the time of the proposed transfer. 

(h) A provision that requires you to resell to us items that are not uniquely identified with us. This 

subdivision does not prohibit a provision that grants to us a right of first refusal to purchase the assets of a 

franchise on the same terms and conditions as a bona fide third party willing and able to purchase those 

assets, nor does this subdivision prohibit a provision that grants us the right to acquire the assets of a 

franchise for the market or appraised value of these assets if you have breached the lawful provisions of 

the Franchise Agreement and have failed to cure the breach in the manner provided in subdivision (c). 

(i) A provision which permits us to directly or indirectly convey, assign, or otherwise transfer our 

obligations to fulfill contractual obligations to you unless provision has been made for providing the 

required contractual services. 

THE FACT THAT THERE IS A NOTICE OF THIS OFFERING ON FILE WITH THE ATTORNEY 

GENERAL DOES NOT CONSTITUTE APPROVAL, RECOMMENDATION, OR ENDORSEMENT BY 

THE ATTORNEY GENERAL. 
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ESCROW REQUIREMENTS (IF ANY): ________________________________________ 

Any questions regarding this notice should be directed to: 

State of Michigan 

Department of Attorney General 

Consumer Protection Division 

Attn: Franchise 

670 Law Building 

Lansing, Michigan 48913 

Telephone Number: (517) 373-7117 

 

THE MICHIGAN SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES WHO 

ARE RESIDENTS OF MICHIGAN OR WHO LOCATE THEIR FRANCHISES IN MICHIGAN. 

MINNESOTA 

 

 If required by law, the Disclosure Document, Franchise Agreement, and Area Development Agreement are 

modified as follows:  

 

Any release signed in connection with the Franchise Agreement shall not apply to any 

claims arising under Minnesota Statutes 1973 Supplement, Sections 80C.01 to 80C.22, 

providing that a franchisee cannot be required to assent to a release, assignment, or waiver 

that would relieve any person from liability imposed by such statutes; provided, however 

that this shall not bar the voluntary settlement of disputes. 

 

With respect to the franchises governed by Minnesota law, we will comply with Minnesota 

Statutes Sec. 80C.14, subdivisions 3, 4 and 5 which require, except in certain specific 

cases, that we give you 90 days notice of termination (with 60 days to cure) and 180 days 

notice for non-renewal of the franchise agreement. If Franchisor fails to give notice, the 

Franchise Agreement shall remain in effect from month to month until Franchisor has 

given the required notice. 

 

Minnesota Statutes Sec. 80C.21 and Minnesota Rule 2860.4400J prohibit us from 

requiring litigation to be conducted outside Minnesota. In addition, nothing in the 

Disclosure Document or Franchise Agreement can abrogate or reduce any of your rights as 

provided for in Minnesota Statutes, Chapter 80C, or your rights to a jury trial or any 

procedure, forum, or remedies provided for by the laws of the jurisdiction. 

 

Minnesota Rule 2860.4400J also prohibits us from asking you to consent to the Franchisor 

obtaining injunctive relief. We may merely seek injunctive relief. Also, it is up to a court 

to determine if a bond is required. 

 

Provided that you are in compliance with the terms and conditions of the Franchise 

Agreement, we will comply with Minnesota Statutes Sec. 80C.12, Subd.1(g) which 

requires that the franchisor protect the franchisee’s right to use the trademarks, service 

marks, tradenames, logotypes or other commercial symbols and/or indemnify the 

franchisee from any loss, costs or expenses arising out of any claim, suit or demand 

regarding the use of the name. 
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We will also comply with the requirements of Minnesota Statutes Sec. 80C.17, Subd. 5, 

which requires that any action commenced under Section 80C.17 be commenced within 3 

years after the cause of action accrues.  

 

 THE MINNESOTA SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES 

WHO ARE RESIDENTS OF MINNESOTA OR WHO LOCATE THEIR FRANCHISES IN 

MINNESOTA. 

 

NEW YORK 

The cover page of the Disclosure Document will be supplemented with the following, inserted at the 

bottom of the cover page: 

REGISTRATION OF THIS FRANCHISE BY NEW YORK STATE DOES 

NOT MEAN THAT THE STATE RECOMMENDS IT OR HAS VERIFIED 

THE INFORMATION IN THIS DISCLOSURE DOCUMENT. IF YOU 

LEARN THAT ANYTHING IN THIS DISCLOSURE DOCUMENT IS 

UNTRUE, CONTACT THE FEDERAL TRADE COMMISSION AND THE 

NEW YORK STATE DEPARTMENT OF LAW, 120 BROADWAY, NEW 

YORK, NEW YORK 10271-0332. INFORMATION COMPARING 

FRANCHISORS IS AVAILABLE. CALL THE STATE 

ADMINISTRATORS LISTED IN EXHIBIT A OR YOUR PUBLIC 

LIBRARY FOR SOURCES OF INFORMATION.  

WE MAY, IF WE CHOOSE, NEGOTIATE WITH YOU ABOUT ITEMS 

COVERED IN THE PROSPECTUS. HOWEVER, WE CANNOT USE 

THE NEGOTIATING PROCESS TO PREVAIL UPON YOU TO ACCEPT 

TERMS WHICH ARE LESS FAVORABLE THAN THOSE SET FORTH 

IN THIS PROSPECTUS. 

As a supplement to the information disclosed in this Disclosure Document, the following additional 

paragraphs are added: 

1. Except as disclosed in Item 3 of the Disclosure Document, neither we, our predecessors, 

Affiliates or any person identified in Item 2 of this Disclosure Document: 

A. Has any administrative, criminal or material civil action (or a significant number of civil 

actions irrespective of materiality) pending against it or him alleging a violation of any franchise law, 

securities law, fraud, embezzlement, fraudulent conversion, restraint of trade, unfair or deceptive 

practices, misappropriation of property or comparable allegations. 

B. Has been convicted of a felony or pleaded nolo contendere to a felony charge or within 

the ten year period immediately preceding the application for registration, been convicted of a 

misdemeanor or pleaded nolo contendere to a misdemeanor charge or been held liable in a civil action by 

final judgment or been the subject of a material complaint or other legal proceeding if such misdemeanor 

conviction or charge or civil action, complaint or other legal proceeding involved violation of any 

franchise law, securities law, fraud, embezzlement, fraudulent conversion, restraint of trade, unfair or 

deceptive practices, misappropriation of property or comparable allegations. 

C. Is subject to any currently effective injunctive or restrictive order or decree relating to 

franchises or under any federal, state, or Canadian franchise, securities, antitrust, trade regulation, trade 

practice law, or any national securities association or national securities exchange (as defined in the 

Securities and Exchange Act of 1934) suspending or expelling this person from membership in this 
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association or exchange as a result of a concluded or pending action or proceeding brought by a public 

agency. 

2. Except as disclosed in Item 4 of the Disclosure Document, during the ten year period immediately 

preceding the date of this Disclosure Document, neither we, our predecessors, Affiliates or any person identified 

in Item 2 of this Disclosure Document has been adjudged bankrupt or reorganized due to insolvency or been a 

principal officer of any company or a general partner in any partnership at or within 1 year of the time that this 

company or partnership was adjudged bankrupt or reorganized due to insolvency or is otherwise subject to any 

pending bankruptcy or reorganization proceeding. 

3. You will not be required to indemnify us for any claims arising out of a breach of the Franchise 

Agreement by us or other civil wrongs committed by us. 

4. We will not assign any of our rights under the Franchise Agreement except to an assignee who, in 

our good faith judgment, is willing and able to assume our obligations under the Franchise Agreement. 

5. Any release signed in connection with the Franchise Agreement is subject to the proviso that all 

rights enjoyed by you and any causes of action arising in your favor from the provisions of Article 33 of the 

General Business Law of the State of New York and the regulations issued thereunder shall remain in force; it 

being the intent of this proviso that the non-waiver provisions of Sections 687.4 and 687.5 of the General 

Business Law of New York State be satisfied. 

6. You may terminate the Franchise Agreement and any ancillary agreements upon any other 

grounds available by law. 

7. The summary in Items 17.w. Choice of Law, is amended to state the following:  

Utah law applies unless governed by applicable federal law. The foregoing choice of law should not be 

considered a waiver of any right conferred upon the franchisor or upon Franchisee by the General Business Law 

of the State of New York. 

 The following modifications are made to the Franchise Agreement: 

1. The following sentence is added to the end of Section 4(E): “Franchisor will make no changes to 

the Operations Manual that would impose an unreasonable economic burden on Franchisee or unreasonably 

increase Franchisee’s obligations.” 

2. Section 13A is amended by adding the following to the end of that Section: “However, Franchisor 

will make no transfer or assignment except to a transferee or an assignee who, in our good faith judgment, is 

willing and able to assume Franchisor’s obligations under this Agreement.” 

3. The following is added at the end of Sections 2(C)(ii) and 13(C)(vii): “; provided, however, that 

any release shall not apply to any claims arising under the provisions of Article 33 of the General Business Law 

of the State of New York.” 

4. The following is added to the end of the first sentence of Section 16(B): “Notwithstanding the 

foregoing, Franchisee will not be required to indemnify Franchisor for any claims arising out of a breach of the 

Agreement by us or other civil wrongs of us.”  

5. The following is added to the end of Section 18(E): “Franchisor will seek no issuance of 

injunctive relief which would violate New York General Business Law Section 687.5. 
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6. The following sentence is added to the end of Sections 17 and 18(D) of the Franchise Agreement, 

and to and any other choice of law provisions appearing in any related documents attached as exhibits or 

appendices to the Franchise Agreement that are deemed to be in violation of New York law: “The choice of law 

provisions in this Section should not be considered a waiver of any right conferred upon Franchisor or upon the 

Franchisee by Article 33 of the General Business Law of the State of New York.” 

THE NEW YORK SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES 

WHO ARE RESIDENTS OF NEW YORK OR WHO LOCATE THEIR FRANCHISES IN NEW YORK. 

NORTH DAKOTA 

Sections of the Disclosure Document and Franchise Agreement providing for resolution of disputes to be 

outside North Dakota may not be enforceable under Section 51-19-09 of the North Dakota Franchise Investment 

Law, and are amended accordingly if required by law. 

Sections of the Disclosure Document and Franchise Agreement relating to choice of law, may not be 

enforceable under Section 51-19-09 of the North Dakota Franchise Investment Law, and are amended accordingly 

if required by law. 

Sections of the Disclosure Document and Franchise Agreement requiring you to sign a general release 

upon renewal of the Franchise Agreement may not be enforceable under Section 51-19-09 of the North Dakota 

Franchise Investment Law, and are amended accordingly if required by law. 

Sections of the Disclosure Document and Franchise Agreement stipulating that you shall pay all costs and 

expenses incurred by us in enforcing the Franchise Agreement may not be enforceable under Section 51-19-09 of 

the North Dakota Franchise Investment Law, and are amended accordingly if required by law. 

Sections of the Franchise Agreement requiring you to consent to a waiver of trial by jury may not be 

enforceable under Section 51-19-09 of the North Dakota Franchise Investment Law, and are amended if required 

by law. 

Sections of the Franchise Agreement requiring you to consent to a waiver of exemplary and punitive 

damages may not be enforceable under Section 51-19-09 of the North Dakota Franchise Investment Law, and are 

amended if required by law. 

THE NORTH DAKOTA SECTION OF THIS ADDENDUM APPLIES ONLY TO 

FRANCHISEES WHO ARE RESIDENTS OF NORTH DAKOTA OR WHO LOCATE THEIR 

FRANCHISES IN NORTH DAKOTA. 

RHODE ISLAND 

§ 19-28.1-14 of the Rhode Island Franchise Investment Act provides that “A provision in a franchise 

agreement restricting jurisdiction or venue to a forum outside this state or requiring the application of the laws of 

another state is void with respect to a claim otherwise enforceable under this Act.” The Disclosure Document and 

Franchise Agreement are amended accordingly if required by law. 

THE RHODE ISLAND SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES 

WHO ARE RESIDENTS OF RHODE ISLAND OR WHO LOCATE THEIR FRANCHISES IN RHODE 

ISLAND. 

VIRGINIA 
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Pursuant to § 13.1-564 of the Virginia Retail Franchising Act, it is unlawful for a franchisor to use undue 

influence to induce a franchisee to surrender any right given to him under the franchise. If any provision of the 

Franchise Agreement involves the use of undue influence by the franchisor to induce a franchisee to surrender any 

rights given to him under the franchise, that provision may not be enforceable. 

Pursuant to Section 13.1-564 of the Virginia Retail Franchising Act, it is unlawful for a franchisor to 

cancel a franchise without reasonable cause. If any grounds for default or termination stated in the Franchise 

Agreement does not constitute “reasonable cause”, as that term may be defined in the Virginia Retail Franchising 

Act or the laws of Virginia, that provision may not be enforceable. 

THE VIRGINIA SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES WHO 

ARE RESIDENTS OF VIRGINIA OR WHO LOCATE THEIR FRANCHISES IN VIRGINIA. 

WASHINGTON 

In the event of a conflict of laws, the provisions of the Washington Franchise Investment Protection Act, 

Chapter 19.100 RCW will prevail. 

RCW 19.100.180 may supersede the franchise agreement in your relationship with the franchisor 

including the areas of termination and renewal of your franchise. There may also be court decisions which may 

supersede the franchise agreement in your relationship with the franchisor including the areas of termination and 

renewal of your franchise. 

In any arbitration or mediation involving a franchise purchased in Washington, the arbitration or 

mediation site will be either in the state of Washington, or in a place mutually agreed upon at the time of the 

arbitration or mediation, or as determined by the arbitrator or mediator at the time of arbitration or mediation. In 

addition, if litigation is not precluded by the franchise agreement, a franchisee may bring an action or proceeding 

arising out of or in connection with the sale of franchises, or a violation of the Washington Franchise Investment 

Protection Act, in Washington. 

A release or waiver of rights executed by a franchisee may not include rights under the Washington 

Franchise Investment Protection Act or any rule or order thereunder except when executed pursuant to a 

negotiated settlement after the agreement is in effect and where the parties are represented by independent 

counsel. Provisions such as those which unreasonably restrict or limit the statute of limitations period for claims 

under the Act, or rights or remedies under the Act such as a right to a jury trial, may not be enforceable. 

Transfer fees are collectable to the extent that they reflect the franchisor’s reasonable estimated or actual 

costs in effecting a transfer. 

Pursuant to RCW 49.62.020, a noncompetition covenant is void and unenforceable against an employee, 

including an employee of a franchisee, unless the employee’s earnings from the party seeking enforcement, when 

annualized, exceed $100,000 per year (an amount that will be adjusted annually for inflation). In addition, a 

noncompetition covenant is void and unenforceable against an independent contractor of a franchisee under RCW 

49.62.030 unless the independent contractor’s earnings from the party seeking enforcement, when annualized, 

exceed $250,000 per year (an amount that will be adjusted annually for inflation). As a result, any provisions 

contained in the franchise agreement or elsewhere that conflict with these limitations are void and unenforceable 

in Washington. 

RCW 49.62.060 prohibits a franchisor from restricting, restraining, or prohibiting a franchisee from (i) 

soliciting or hiring any employee of a franchisee of the same franchisor or (ii) soliciting or hiring any employee of 

the franchisor. As a result, any such provisions contained in the franchise agreement or elsewhere are void and 

unenforceable in Washington. 
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The undersigned does hereby acknowledge receipt of this addendum. 

Dated this _____ day of ___________ 20___.  

 

FRANCHISOR: 

_________________________ 

 

 THE WASHINGTON SECTION OF THIS ADDENDUM APPLIES ONLY TO 

FRANCHISEES WHO ARE RESIDENTS OF WASHINGTON OR WHO LOCATE THEIR 

FRANCHISES IN WASHINGTON 

WISCONSIN 

 Item 17 of the Disclosure Document is amended to add the following: 

The Wisconsin Fair Dealership Law Title XIV-A Ch. 135, Section 135.01-135.07 

may affect the termination provision of the Franchise Agreement. 

THE WISCONSIN SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES 

WHO ARE RESIDENTS OF WISCONSIN OR WHO LOCATE THEIR FRANCHISES IN WISCONSIN. 

 

 

 

< Signatures on following page >
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ACKNOWLEDGMENT: 

It is agreed that the applicable foregoing state law addendum, if any, supersedes any inconsistent portion 

of the Franchise Agreement dated [EFFECTIVE DATE], and of the Franchise Disclosure Document. 

Except in the State of Maryland, this State Addenda applies only if required by applicable state law. 

DATED [EFFECTIVE DATE]. 

FRANCHISOR: FRANCHISEE: 

 

Costa Vida Management, LLC, 

a Utah limited liability company 

 

By: CV Holdings, LC, a Utah limited liability 

company, its Manager 

 

 

By: _______________________________ 

Print Name: Dave Rutter 

Title: President and CEO 

 

 

[FRANCHISEE NAME], 

[FRANCHISEE ENTITY TYPE] 

 

 

By:        

Print Name: [FRANCHISEE 

SIGNER] 

Title: _____________________________ 

 

 

OWNERS/MANAGERS: 

 

 

By: _______________________________ 

Print Name: [OWNER 1 NAME] 

 

 

By: _______________________________ 

Print Name: [OWNER 2 NAME] 

 

 

By: _______________________________ 

Print Name: [OWNER 3 NAME] 

 

 

(MUST BE SIGNED BY ALL OWNERS AND MANAGERS OF AN ENTITY FRANCHISEE) 
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Costa Vida® Area Development Agreement 
 

 

Costa Vida Management, LLC 

3451 N. Triumph Blvd., Suite 105 

Lehi, Utah 84043 

 

Office - (801) 797-2374 

Fax - (801) 515-8319 

 

Email: legal@costavida.com 

 

www.costavida.com 

 

 
 

 

Costa Vida® Area Development Agreement 

 

 

 

 [AREA DEVELOPER NAME]  

 Area Developer 

 

 

 [DEVELOPMENT AREA]  

 Location 

 

 

 [EFFECTIVE DATE]  

 Date of Agreement 
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COSTA VIDA MANAGEMENT, LLC 

AREA DEVELOPMENT AGREEMENT 

 

This Area Development Agreement (the “Agreement”) is made and entered into as of 

[EFFECTIVE DATE], by and between Costa Vida Management, LLC, a Utah limited liability 

company, with its principal place of business at 3451 N. Triumph Blvd., Suite 105, Lehi, Utah 84043 

(“we”, “us”, the “Company” or “Franchisor”) and [AREA DEVELOPER NAME], 

[AREA DEVELOPER ENTITY TYPE] (“you” or “Area Developer”), whose 

principal address is [AREA DEVELOPER ADDRESS]. The Company and Area 

Developer may sometimes collectively be referred to in this Agreement as the “Parties” or each 

individually as a “Party.” 

 

1. INTRODUCTION 

A. COSTA VIDA RESTAURANTS. 

We own, operate, and franchise Costa Vida Restaurants, specializing in the retail sale of burritos, 

salads, enchiladas, tacos, quesadillas, horchatas, beverages, and other menu items and merchandise related 

to the Costa Vida concept, as we may periodically authorize. We, or our Affiliates, have developed and 

own a comprehensive system for developing and operating Costa Vida Restaurants, which includes 

trademarks, building designs and sample layouts, equipment, ingredients, specifications, and recipes for 

authorized food products, methods of inventory control, training programs and certain operational and 

business standards and policies, all of which we may improve, further develop or otherwise modify (the 

“System” or the “Costa Vida System”). 

B. YOUR ACKNOWLEDGEMENTS. 

You have read and understood this Agreement, our Franchise Disclosure Document, and related 

agreements, if any. You acknowledge that you have had ample time and opportunity to consult advisors of 

your own choosing about the potential benefits and risks of entering into this Agreement. By signing this 

Agreement, you understand that the Costa Vida concept offers a high-quality fast-casual dining experience. 

You accept the proposition that to deliver that experience requires a different approach to the quality of 

food products, level of design and environment and customer experience (impacted by the quality of people 

and training) not typically found in quick-service food establishments. You understand the terms, 

conditions, and covenants of this Agreement and accept them as being reasonably necessary to maintain the 

uniformity of our high-quality standards at all Costa Vida Restaurants and to protect and preserve the 

goodwill of the Marks and the integrity of the System Standards. You have conducted an independent 

investigation of the business contemplated by this Agreement and recognize that the restaurant industry is 

highly competitive, with constantly changing market conditions and consumer tastes. You recognize that 

the nature of Costa Vida Restaurants may change over time, that an investment in Costa Vida Restaurant 

involves business risks and that the success of the venture is largely dependent on your own business 

abilities, efforts, and financial resources.  

We expressly disclaim the making of, and you acknowledge that you have not received or relied 

upon, any representation, guaranty, or warranty express or implied, as to the sales volume, income, 

earnings, expenses, revenues, profits or success of Costa Vida Restaurants or the business venture 

contemplated by this Agreement or the extent to which we will continue to develop and expand the Costa 

Vida network of Restaurants. You further acknowledge that you have not received or relied on any 

representations about the franchise, the Franchisor, or its franchising program or policies from us or our 

officers, directors, employees, or agents that are contrary to the statements made in our Franchise 

Disclosure Document or the terms of this Agreement. Any information acquired by you from other Costa 

Vida franchisees relating to sales, income, earnings, expenses, revenues, profits or success of any such 
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franchised Costa Vida restaurants does not constitute information obtained from us, nor do we make any 

representation as to the accuracy of any such information. You acknowledge and agree that Costa Vida’s 

officers, directors, employees, and agents act only in a representative, and not in a personal, capacity in 

connection with any of our dealings with you.  

C. YOUR REPRESENTATIONS. 

You and your Owners jointly and severally represent and warrant to us that: (1) neither you nor any 

of your Owners has made any untrue statement of any material fact or has omitted to state any material fact 

in the ADA Application, Personal Profile, or any other written information you have submitted in obtaining 

the rights granted hereunder; (2) neither you nor any of your Owners has any direct or indirect legal or 

beneficial interest in any business that may be deemed a Competitive Business, except as you have 

otherwise completely and accurately disclosed in writing to us in connection with obtaining the rights 

granted hereunder; and (3) the signing and performance of this Agreement will not violate any other 

agreement to which you or any of your Owners may be bound. You recognize that we have signed this 

Agreement in reliance on all of the statements, including the ADA Application and the Personal Profile, 

you and your Owners have made in writing in connection with this Agreement. 

D. CERTAIN DEFINITIONS. 

The terms listed below have the meanings which follow them and include the plural as well as the 

singular. Other terms are defined elsewhere in this Agreement in the context in which they arise. 

“ADA Application” – The area development agreement application submitted to us by you and 

your Owners. 

 

“Affiliate” – Any person or entity that directly or indirectly owns or controls the referenced party, 

that is directly or indirectly owned or controlled by the referenced party, or that is under common 

control with the referenced party. The term “control” means the possession, directly or indirectly, 

of the power to direct or cause the direction of the management and policies of an entity, whether 

through ownership of voting securities, by contract or otherwise. 

 

 “Competitive Business” – Any retail food establishment (including any restaurant) in which any of 

the following categories constitutes more than twenty percent of its revenues or twenty percent of 

its menu: (1) burritos, tacos, quesadillas (2) Latin American, Central American, or Mexican food, 

desserts, or beverages of any kind; as well as any business that manufactures, wholesales, and/or 

distributes Latin American, Central American, or Mexican food, desserts, or beverages of any kind, 

including tortillas and salsas; and (3) or any franchisor or licensor of the same. Restrictions in this 

Agreement on competitive activities do not apply to: (a) the ownership or operation of other Costa 

Vida Restaurants that are licensed or franchised by us or any of our Affiliates; or (b) the ownership 

of shares of a class of securities that are listed on a public stock exchange or traded on the over-the-

counter market and that represent two percent (2%) or less of the number of shares of that class of 

securities issued and outstanding.  

 

“Confidential Information” – Our proprietary and Confidential Information relating to the 

development and operation of Costa Vida Restaurants, including: (1) Operations Manual, Training 

Program Manual, and other manuals given to you, your Owners and business partners, and your 

Restaurant Personnel; (2) ingredients, recipes, and methods of preparation and presentation of 

authorized food and products, including, without limitation, the Recipe Books (as defined in the 

Franchise Agreement); (3) site selection criteria for Costa Vida Restaurants and plans and 

specifications for the development of Costa Vida Restaurants; (4) sales, marketing, and advertising 

programs and techniques for Costa Vida Restaurants; (5) identity of suppliers and knowledge of 

specifications, processes, procedures, and equipment, and pricing of authorized food products, 
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materials, supplies, and equipment; (6) knowledge of operating results and financial performance 

of Costa Vida Restaurants, other than Costa Vida Restaurants you own; (7) methods of inventory 

control, storage, product handling, training and management relating to Costa Vida Restaurants; (8) 

computer systems and software programs used or useful in Costa Vida Restaurants including 

mobile applications and loyalty programs; and (9) any and all other information that we provide 

you that is labeled or considered proprietary or confidential or which is generally regarded as 

confidential in the franchise-restaurant industry. 

 

“Costa Vida Restaurant” or “Restaurant” – A restaurant featuring Mexican fare with a custom 

prepared-to-order food service counter, or any other outlet selling any Costa Vida Products for on- 

or off-premises consumption and services, all as designated by us and developed and operated with 

our approval and consent, which we, or any of our Affiliates, own, operate or franchise and which 

uses the Marks and the System. 

 

“Franchise Agreement” – An agreement by and between us and a franchisee and its Owners that 

grants such franchisee a non-exclusive right to operate a Costa Vida Restaurant at a particular 

location and to use the Marks in the operation of such Restaurant. 

 

“Investor” – Each person or entity, other than the Operating Partner, that has a direct or indirect 

legal or beneficial ownership interest amounting to less than 10% of all ownership interests in you, 

if you are an entity. An Investor is not an Owner where such term is capitalized in this Agreement. 

 

“Marks” – The trademarks, trade names, service marks, logos and other commercial symbols 

which we authorize you to use to identify Costa Vida Products and/or services offered by Costa 

Vida Restaurants, including the trademarks and service marks COSTA VIDA; COSTA VIDA 

FRESH MEXICAN GRILL; REDEFINING MEXICAN FOOD; and WE SERVE AMAZING; and 

the Trade Dress and the goodwill associated therewith; provided that we have the right to modify 

and/or discontinue the use of these trademarks, trade names, service marks, logos and other 

commercial symbols and the Trade Dress, and establish, in the future, additional or substitute 

trademarks, trade names, service marks, logos, commercial symbols or Trade Dress, all of which 

modifications, additions and substitutions shall immediately upon their use be deemed included 

within this definition. 

 

“Operating Partner” – The individual designated in Exhibit B hereto and any replacement thereof 

approved by us. 

 

“Owner” – Each of your Operating Partner and each entity or person owning directly or 

beneficially 10% or more of the ownership interests in you. If any Owner within the scope of this 

definition is itself an entity (including an Owner that is an Owner because of this sentence), the 

term “Owner” also includes Owners (as defined in the preceding sentence) in such entity.  It is the 

intent of this definition to “trace back” and include within the definition of Owner all natural 

persons owning the requisite interests to qualify as Owners. 

 

“Personal Profile” – The personal, financial, business, and other information relating to you and 

your Owners set forth in our personal profile forms which you and your Owners have completed 

and submitted to us before or together with the ADA Application. 

 

“Personnel” – All persons employed by you in connection with the development, management, or 

operation of your Restaurants, including persons in general/district management positions for your 

Costa Vida Restaurants, general managers, prep cooks, assistant managers, team trainers, shift 

supervisors, hourly associates, and all other persons who work in or for any of your Restaurants. 
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“System Standards” – The business methods, designs, and arrangements for developing and 

operating Costa Vida Restaurants, which include the Marks, building design and layouts, 

equipment, ingredients, recipes, methods of preparation and specifications for authorized food 

products, training, methods of inventory control and certain operating and business standards and 

policies, all of which we may periodically improve, further develop or otherwise modify. 

 

“Your Restaurant” – A Costa Vida Restaurant operated by you under a Franchise Agreement. 

 

2. DEVELOPMENT RIGHTS. 

A. TERM AND DEVELOPMENT FEE. 

Unless sooner terminated in accordance with Section 9 below, the term of this Agreement (the 

“Term”) starts on the date hereof and expires on the earlier of the expiration date set forth in Exhibit A or 

the date upon which Area Developer opens for operation the cumulative number of Costa Vida Restaurants 

in the Development Area (as such term is defined in Section 2.B below) set forth in Exhibit A, unless 

earlier terminated pursuant to the terms of this Agreement. You have no right to renew or extend your 

rights under this Agreement. At the time you sign this Agreement, you must pay to us the nonrefundable 

Development Fee set forth in Exhibit A (the “Development Fee”). Any deposit we may require you to pay 

to us in connection with the ADA Application for the rights granted hereunder will be credited against the 

Development Fee.  

B. DEVELOPMENT RIGHTS. 

During the Term and provided you and your Affiliates are in compliance with this Agreement and 

all other agreements with us or any of our Affiliates (including Franchise Agreements signed pursuant to 

this Agreement), we will: (1) grant to you, in accordance with Section 3 below, that cumulative number of 

franchises for Costa Vida Restaurants set forth in Exhibit A, all of which are to be located within the 

geographic area described in Exhibit A (the “Development Area”); and (2) not operate (directly or through 

an Affiliate), nor grant the right to operate, any Costa Vida Restaurant located within the Development 

Area, except for: (i) franchises granted pursuant to this Agreement; (ii) Costa Vida Restaurants open (or 

under commitment to open) as of the date hereof; (iii) Costa Vida Restaurants or other retail food 

establishments using any part or all of the System Standards and/or Marks that are: (A) located within retail 

outlets, restaurants, grocery stores, supermarkets, and other channels of distribution (including wholesale 

distribution of food products or merchandise to restaurants, supermarkets, grocery stores, caterers, Internet, 

catalogs, and other outlets); (B) located at transportation facilities (such as airport facilities, inter-

metropolitan train and/or bus stations, turnpikes, or other limited access highway rest stops), colleges, 

universities, sports arenas and entertainment facilities, where any of these locations or its food operations 

are controlled by a third party or in our judgment should be operated by a third party (collectively “Special 

Locations”); or (C) retail food establishments (including other non-Costa Vida restaurants) that we 

purchase (or as to which we purchase the rights as franchisor) that are part of another franchise system or 

chain, regardless whether any or all of them are converted to use any or all of the Marks and/or System 

Standards or continue to be operated independently. Notwithstanding any other term or condition of this 

Agreement to the contrary, you are not granted the right to develop a Costa Vida Restaurant within one (1) 

mile of another Costa Vida Restaurant (which is either open or operating or has been approved by us for 

development). 

C. DEVELOPMENT OBLIGATIONS. 

You must have open and operating in the Development Area, in accordance with and pursuant to 

signed Franchise Agreements, that cumulative number of Costa Vida Restaurants set forth in Exhibit A by 

the corresponding dates set forth therein (“Development Schedule”). Time is of the essence in this 

Agreement, and any requests by you to extend the Development Schedule may be granted or denied by us 
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for any reason or no reason. Your failure to develop and operate Costa Vida Restaurants in accordance with 

the Development Schedule is a material breach of this Agreement for which we have the right to exercise 

any and all rights and remedies conferred under this Agreement and applicable law, including the right, in 

our sole discretion, to: (1) terminate this Agreement pursuant to Section 9.B below without prejudice to our 

recovery of damages; or (2) require you to pay to us (i) on demand, a fee equal to the initial franchise fees 

that would have been due under the franchise agreements you would have entered into if you had complied 

with the Development Schedule (the “Development Deficiency Initial Fee”) for each Costa Vida 

Restaurant that you have so failed to open; and (ii) from and after this breach (until the failure to meet the 

Development Schedule is cured) an amount equal to the average royalties received by us from all Costa 

Vida Restaurants for each Costa Vida Restaurant that you have so failed to open (the “Development 

Deficiency Royalty Fees”), all of which amounts (inclusive of the Development Deficiency Initial Fee and 

the Development Deficiency Royalty Fees) represent liquidated damages. Such damages are difficult to 

calculate with certainty, but the foregoing represents a reasonable estimate of the damages we will incur as 

a result of your failure to comply with the Development Schedule. The Development Deficiency Initial 

Fees and the Development Deficiency Royalty Fees are not refundable under any circumstances, provided 

the Development Deficiency Initial Fees shall be creditable against the initial franchise fees payable under 

Franchise Agreements signed pursuant to this Agreement. This Section 2.C shall survive the expiration or 

termination of this Agreement and shall continue in full force and effect until satisfied in full or by its 

nature expires.  

D. OUR RESERVATION OF RIGHTS. 

Except as otherwise expressly provided in this Agreement, we and all of our Affiliates (and our 

respective successors and assigns, by purchase, merger, consolidation, or otherwise) retain all of our rights 

and discretion with respect to the Marks, the System Standards, and Costa Vida Restaurants anywhere in 

the world, and the right to engage in any business whatsoever, including the right to: (1) operate, and grant 

to others the right to operate, Costa Vida Restaurants at these locations and on these terms and conditions 

as deemed appropriate (which Restaurants you acknowledge may be in direct competition with your 

Restaurants, without regard to any adverse effects of these activities on your Restaurants and without any 

obligation or liability to you); (2) sell any products or services under any tradenames, trademarks, service 

marks or trade dress, including the Marks, through other channels of distribution (including, wholesale 

distribution of food products and merchandise to restaurants, supermarkets, grocery stores, caterers, 

Internet, catalogs, and other outlets); and (3) operate, and grant to others the right to operate, retail food 

establishments (including other non-Costa Vida restaurants) identified by tradenames, trademarks, service 

marks or trade dress, other than the Marks, pursuant to these terms and conditions as we deem appropriate. 

You acknowledge and agree that, except as expressly provided to the contrary in Section 2.B above, your 

rights hereunder shall be non-exclusive. You waive, to the fullest extent permitted under law, all claims, 

demands or causes of action arising from or related to any of the foregoing activities by us or any of our 

Affiliates. 

E. DEVELOPMENT OF TARGET SITES. 

(i) If during the Term, we locate a site within the Development Area at which a Costa Vida 

Restaurant is not then operated but which, in our judgment, is suitable for a Costa Vida Restaurant (a 

“Target Site”), we will, as soon as is practicable after the site is identified (taking into consideration any 

applicable contractual or legal prohibitions or limitations), notify you in writing of the Target Site if we 

intend that the Target Site be developed and operated as a Costa Vida Restaurant. Within 10 days after 

your receipt of our notice regarding the Target Site (including any relevant site-related materials in our 

possession), you will notify us if you desire to develop and operate a Costa Vida Restaurant at the Target 

Site described in the notice. 

(ii) If you timely notify us in writing that you desire to develop and operate a Costa Vida 

Restaurant at the Target Site and we have fully negotiated a lease or purchase agreement for the Target 
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Site, then you will (1) obtain the consent of the landlord to execute and will execute the lease or an 

assignment and assumption of lease, if applicable, or obtain the consent of the seller to execute and will 

execute a purchase agreement or an assignment and assumption of purchase agreement, if applicable; (2) 

execute a Franchise Agreement and such ancillary documents as are then customarily used by us in the 

grant of franchises for Costa Vida Restaurant, as modified for use in connection with the Target Site (the 

“Franchise Documents”), and pay the fees, including the initial franchise fee, that we are then charging 

for new Costa Vida franchises; (3) pay us a site location and negotiation fee plus our reasonable 

out-of-pocket expenses incurred in locating the Target Site and negotiating the lease or purchase 

agreement; and (4) sign an agreement indemnifying us and holding us harmless for any and all 

obligations under the lease as of the date of assignment, all within 10 days after our delivery to you of the 

lease or purchase agreement, as the case may be, and the Franchise Documents. We will fully cooperate 

with you in obtaining the landlord's consent to your execution of the lease or the seller's consent to your 

execution of the purchase agreement or assignment of purchase agreement, as the case may be. 

(iii) If you timely notify us in writing that you desire to develop and operate a Costa Vida 

Restaurant at the Target Site and we have not fully negotiated a lease or purchase agreement for the 

Target Site, then you will have 30 days in which to negotiate and deliver to us a lease or purchase 

agreement for the Target Site in form for execution. If we disapprove the lease or purchase agreement for 

failure to meet our requirements, you will have 10 days within which to negotiate and deliver to us a 

revised lease or purchase agreement for the Target Site in form for execution. If we approve the lease or 

the purchase agreement for the Target Site, then you will (1) execute the lease or purchase agreement, as 

applicable; (2) execute the Franchise Documents and pay the fees, including the initial franchise fee that 

we are then charging for new Costa Vida franchises; and (3) pay to us a site location fee plus our 

reasonable out-of-pocket expenses in locating the Target Site and, to the extent applicable, partially 

negotiating the lease or purchase agreement, all within 10 days after our delivery of the Franchise 

Documents to you. 

(iv) If you (1) decline the option to develop a Target Site, (2) fail to timely notify us of your 

election to develop a Target Site, or (3) fail to timely execute the approved lease or purchase agreement 

and Franchise Documents for a Target Site and pay the applicable fees as provided above, then we or one 

of our Affiliates may develop and operate a Costa Vida Restaurant at the Target Site or grant a franchise 

to a third party to develop and operate a Costa Vida Restaurant at the Target Site. Any Target Site 

developed by us, one of our Affiliates, or a third-party franchisee will not count towards the Development 

Schedule and may therefore put you in material breach and default of this agreement.  

(v) Any Target Site for which you execute the Franchise Documents and develop and open a 

Costa Vida Restaurant will count towards the Development Schedule. 

(vi) For the avoidance of doubt, we are not required to give notice to you or to offer you a 

franchise to develop a Costa Vida Restaurant with regard to any Target Site or Conversion Site (defined 

below) within the Development Area and may develop and open (or franchise others to develop and 

operate) a Costa Vida Restaurant at the Target Site or Conversion Site after the Term of this Agreement 

expires as provided in Section 2.A above.  

F. CONVERSION SITES. 

(i) If during the Term, we acquire the shares or assets (which may include furniture, 

fixtures, equipment, leasehold improvements and/or leasehold interests) of any business operating retail 

outlets at one or more sites located within the Development Area which meets our specifications and 

standards for conversion to Costa Vida Restaurants (in each case a “Conversion Site”), and we determine 

in our sole discretion to convert any Conversion Sites within your Development Area to Costa Vida 

Restaurants, we will offer to sell such Conversion Sites to you for the price paid by us for such 

Conversion Sites if:  
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(A) The sale will not, in our judgment, conflict with any existing legal obligation of us 

or the business being acquired;  

 

(B) The sale will not, in our judgment, preclude the completion of the acquisition on the 

terms agreed to by us and the seller; 

 

(C) The sale will not, in our judgment, interfere with any other legal agreement, 

arrangement or combination or affect federal or state income tax consequences arising from the 

acquisition in a manner adverse to any of the parties to the acquisition;  

 

(D) You agree, at our option, to include in your purchase (at a price determined on the 

same basis as for Conversion Sites) certain acquired stores which fall within the Development Area 

but which do not meet our criteria for conversion to Costa Vida Restaurants and which may have to 

be closed or sold to a third party subsequent to your acquisition; and 

 

(E)  You agree to (i) execute, concurrently with your purchase, the appropriate Franchise 

Documents and pay the fees, including the initial franchise fee, that we are then charging for new 

Costa Vida Restaurants franchises, for each Conversion Site in the Development Area, (ii) convert 

each Conversion Site to a Costa Vida Restaurant as soon as practicable thereafter (but in no event 

later than the date reasonably specified by us) in accordance with our standards and specifications, 

and (iii) close or sell, within the reasonable time period specified by us, any acquired sites which are 

not suitable for conversion.  

 

(ii) The price to be paid by you for the Conversion Sites will include that portion of the 

direct and indirect costs and liabilities that would be incurred or assumed by us in making the acquisition 

and allocated to the Conversion Sites whether paid or owed to the seller of the Conversion Sites, an 

Affiliate or third parties and other expenses allocated or otherwise related to the Conversion Sites 

(including losses, whether from continuing operations or closing acquired units) plus interest at our cost 

of money on the balance of such amounts from time to time. 

(iii) You will have 30 days after receipt of our offer in which to accept or reject the offer by 

written notice to us. If accepted, you will have 30 days from the date of acceptance within which to 

complete the acquisition. 

(iv) If you reject or fail to timely accept our offer to sell you the Conversion Sites within the 

Development Area or we are unable to extend such offer to you for any of the reasons stated above, you 

agree that we can acquire the Conversion Sites and operate (or franchise others to operate) those sites as 

Costa Vida Restaurants or other Costa Vida outlets. 

(v) Any Conversion Sites for which you execute the Franchise Documents and develop and 

open a Costa Vida Restaurant will count towards your Development Schedule 

(vi) For purposes of this Section 2.F, all references to us include our Affiliates. 

3. GRANT OF FRANCHISES.  

A. SITE SELECTION ASSISTANCE. 

We may furnish you with our standard site selection criteria and assistance for Costa Vida 

Restaurants as we may periodically establish. We may also provide such on-site evaluation of sites as we 

deem necessary or appropriate. If we deem it necessary to provide an on-site evaluation of the proposed 

site, you must coordinate and arrange for the visit by our representative or agent, and you may be required 

to pay our related travel expenses. 
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B. SITE EVALUATION AND APPROVAL. 

We will approve sites for the cumulative number of Costa Vida Restaurants set forth in Exhibit A 

located within the Development Area in accordance with the following provisions: 

(i) You must complete and submit to us, in accordance with procedures we periodically 

establish, a complete site proposal (the “Site Proposal Package”), containing demographic information, 

traffic patterns, access, visibility, location of other retail food establishments (including other Costa Vida 

Restaurants) and size, condition, configuration, appearance and other physical characteristics of the site 

and all other information that we reasonably require for each site for a Costa Vida Restaurant that you 

propose to develop and operate and that you in good faith believe to conform to our then-current standard 

selection criteria for Costa Vida Restaurants; 

(ii) We will approve or reject each site for which you submit to us a complete Site Proposal 

Package in accordance with subparagraph (i) above and, if we approve the site, we will do so by 

delivering our standard Site Approval Letter. Our Site Approval Letter, duly signed by us, is the 

exclusive means by which we approve a proposed site, and no other direct or indirect representation, 

approval or acceptance, whether in writing or verbally, by any of our officers, employees or agents, shall 

be effective or bind us. We will use all reasonable efforts to make a site approval decision and, if the site 

is approved, deliver a Site Approval Letter to you within 30 days after we receive the complete Site 

Proposal Package and any other materials we have requested. In deciding whether to approve or reject a 

site you propose, we may consider such factors as we, in our sole discretion, deem appropriate, including 

the general location and neighborhood, demographic information, traffic patterns, access, visibility, 

location of other retail food establishments (including other Costa Vida Restaurants) and size, condition, 

configuration, appearance and other physical characteristics of the site. Neither our approval of a 

proposed site, nor any information communicated to you regarding our standard site selection criteria or 

the proposed site, constitutes a warranty or representation of any kind, express or implied, as to the 

suitability of the proposed site, but merely signifies that we are willing to grant a franchise for a Costa 

Vida Restaurant at that location in accordance with the terms of this Agreement. You acknowledge that 

your decision to develop and operate a Costa Vida Restaurant at any site is based solely on your own 

independent investigation of the suitability of the site for a Costa Vida Restaurant. In consideration of our 

approval of a proposed site, you and your Owners agree to release us, and our Affiliates, shareholders, 

members, officers, directors, employees, agents, successors and assigns from any and all loss, damages 

and liability arising from or in connection with the selection and/or approval of such site for the 

development of a Costa Vida Restaurant. 

(iii) If you, one of your Owners, or one of your Affiliates at any time owns the site, you must 

immediately notify us and we may require that you or such Owner or Affiliate (1) enter into an agreement 

with us in recordable form granting us the right and option, in the event of a termination (for whatsoever 

reason) of the Franchise Agreement, to lease the Premises at fair market rental rates for a term 

coterminous with the term of the Franchise Agreement for the site; or (2) enter into a prime lease with us 

at fair market rental rates for a term coterminous with the term of the Franchise Agreement for the site 

and a sublease with us on the same terms as the prime lease. The prime lease and sublease referenced in 

the preceding sentence shall be on the then-current lease and the sublease forms used by us. 

(iv) If the lease for your Restaurant expires or is terminated before the end of the term of the 

applicable Franchise Agreement, you may move your Restaurant to another location chosen in 

accordance with the site evaluation and approval process set forth in this Section 3.B. The new location 

(a) must be in the original Restaurant’s Protected Area, as determined by us, and (b) may in no case 

infringe upon a franchise agreement or other agreement applicable to another Restaurant. Additionally, 

you must pay a relocation fee as set forth in the Franchise Agreement and otherwise comply with Section 

3.B of the Franchise Agreement.  
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(v) You must provide any other information or materials as we may require, such as a letter 

of intent or other document which confirms your favorable prospects for obtaining the proposed site. 

If you have not obtained legal possession of the site within 120 days of the date of Site Approval 

Letter, we have the right to retract such approval. 

C. FINANCIAL QUALIFICATIONS. 

In conjunction with our decision whether to accept or reject a proposed site, we may require that 

you and your Owners furnish us financial statements (historical and pro forma), statements of the sources 

and uses of capital funds, budgets and other information regarding yourself, your Owners and each legal 

entity, if any, involved in the development, ownership and operation of any Costa Vida Restaurant you 

propose, as well as any then-existing Costa Vida Restaurants you or your Affiliates own, All information 

shall be verified by you and your Owners as being complete and accurate in all respects, shall be submitted 

to us in accordance with our requirements and will be relied on by us in determining whether to grant a 

franchise for the proposed Costa Vida Restaurant. We may refuse to grant you a franchise for a Costa Vida 

Restaurant if you fail to demonstrate sufficient financial and management capabilities to properly develop 

and operate the proposed Costa Vida Restaurant and the then-existing Costa Vida Restaurants you and your 

Affiliates own. We will evaluate these financial and management capabilities in accordance with the then-

current standards we use to establish Costa Vida Restaurants in other comparable market areas. 

D. GRANT OF FRANCHISE. 

If we accept a proposed site pursuant to Section 3.B above, and you demonstrate the requisite 

financial and management capabilities (if requested by us) pursuant to Section 3.C above, then we agree to 

offer you the rights to a franchise to operate a Costa Vida Restaurant at the proposed site by delivering to 

you our then-current form of standard Franchise Agreement, together with all standard ancillary documents 

(including exhibits, addendum, riders, collateral assignments of leases, Owner guaranties and other related 

documents) that we then customarily use in granting franchises for the operation of Costa Vida Restaurants 

in the state in which the Costa Vida Restaurant is to be located, as follows: 

(i) The Franchise Agreement must be signed by you and your Owners and returned to us not 

earlier than seven calendar days and not later than 15 business days after we deliver it to you. If we do 

not receive the fully signed Franchise Agreement and payment of the initial franchise fee as required 

hereunder, we may revoke our offer to grant you a franchise to operate a Costa Vida Restaurant at the 

proposed site and may revoke our acceptance of the proposed site. Concurrently with your signing and 

delivery to us of each Franchise Agreement, you and your Owners and Affiliates must, except if limited 

or prohibited by applicable law, sign and deliver to us a general release in form and substance satisfactory 

to us, of any and all claims against us, our Affiliates and shareholders, members, officers, directors, 

employees, agents, successors and assigns; and  

(ii) The initial franchise fee payable for each Costa Vida Restaurant required to be developed 

by Area Developer pursuant to this Agreement shall be Thirty Thousand Dollars ($30,000), payable upon 

execution of the Franchise Agreement, and the royalty fees shall not exceed the percentage set forth in 

our standard form Franchise Agreement being offered as of the date of this Agreement. Fifteen Thousand 

Dollars ($15,000) of the Development Fee paid in accordance with Section 2.A above will be applied 

against the initial franchise fee payable under each Franchise Agreement entered into pursuant to the 

terms of this Agreement. You acknowledge and agree that no portion of the Development Fee shall be 

refunded for any Costa Vida Restaurant that you have failed to develop in accordance with the terms of 

this Agreement. 
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E. RESTRICTIONS ON DEBT. 

In connection with the development of the Development Area, including payment to us of the 

Development Fee set forth in Exhibit A, the payment of franchise fees and the costs and expenses to be 

incurred pursuant to Franchise Agreements, you and each Owner represent, warrant, covenant and agree 

that neither you nor any Owner borrowed any funds or otherwise incurred any debt to obtain any funds for 

the payment of any fees, costs, and expenses, except as specifically permitted in this Section 3.E. You and 

each Owner shall not, without our prior written consent, which we may grant or deny in our sole discretion, 

directly or indirectly borrow any money or incur any debt or liability (other than lease obligations for the 

Costa Vida Restaurant’s land and building and trade payables in the ordinary course of business) to develop 

the Development Area or to establish, operate and maintain the Costa Vida Restaurants, which may be 

established in the Development Area pursuant to this Agreement, except that you shall be allowed to 

borrow, in connection with each Costa Vida Restaurant an amount not to exceed seventy five percent of the 

cost of the leasehold improvements, furniture, fixtures, kitchen equipment, and signs required for the 

opening of each Costa Vida Restaurant; provided, however, that this borrowing shall have a repayment 

term of no more than ten years from the date of the opening of the Costa Vida Restaurant. For purposes of 

this Section 3.E, any equity or other interests that we deem to be substantially similar to debt or borrowed 

funds (e.g. equity interests with preferences, dividends, etc) shall be deemed debt or borrowed funds. You 

shall not extend, renew, refinance, modify, or amend any debt or liability permitted by this Section 3.E 

without our prior written consent, which consent we may grant or deny in our sole discretion. 

F. ANNUAL REPORTS. 

You must furnish us: (i) within 90 days after the end of each calendar year, (a) a consolidated year-

end balance sheet and income statement and statement of cash flow for you and all of your Affiliates that 

develop, own or operate Costa Vida restaurants, all prepared in accordance with generally accepted 

accounting principles, consistently applied, reflecting all year-end adjustments and accrual; (b) similar 

information from all Owners who have signed guaranties of this Agreement; and (c) such summaries of 

financial information as we may require; and (ii) within 30 days of our request, such other information as 

we may periodically require, including sales mix data, food and labor cost reports, sales and income tax 

statements and a consolidated Business Plan for all Costa Vida Restaurants that you and your Affiliates 

own or operate. All reports shall use our then-current standard chart of accounts. You must sign a 

verification that the information in each such report and financial statement is complete and accurate. We 

reserve the right to require that your financial statements be audited, at your expense, by an independent 

certified public accountant approved by us. We reserve the right to publish or disclose information that we 

obtain under this Section 3.F in any data compilations, collections, or aggregations that we deem 

appropriate, in our sole discretion, including financial information relating to your individual Restaurants.  

Additionally, you must complete and submit to us a franchise financial qualification summary in 

the form designated by us, as it may periodically change, with your submission. 

G. ACCEPTABLE STANDARDS. 

Notwithstanding anything to the contrary in this Agreement, your right to develop each Costa Vida 

Restaurant provided for in this Agreement is expressly conditional on the maintenance of Acceptable 

Standards in all of your and your affiliates’ Costa Vida Restaurants, whether developed pursuant to this 

Agreement or another area development agreement between us and you or your affiliates. As used in this 

Agreement, the term “Acceptable Standards” means a baseline score, as determined and adjusted from time 

to time by us in our reasonable discretion, measured on a trailing-12-months basis in the following 

measurable areas: quality assurance (QA) inspections, health inspections, hazard analysis and critical 

control points (HACCP) compliance and daily flow chart documentation, guest survey results, social media 

scorecard rating, and guest complaints; provided, however, that a failure to maintain Acceptable Standards 
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may be excused with regard to guest survey results, social media scorecard rating or guest complaints if the 

applicable data set is not statistically significant at the time it is measured. 

4. YOUR ORGANIZATION AND MANAGEMENT. 

A. ORGANIZATIONAL DOCUMENTS. 

If you are, or at any time become, a business corporation, partnership, limited liability company or 

other legal entity, you and each of your Owners represent, warrant, and agree that: (1) you are duly 

organized and validly existing under the laws of the state of your organization, and, if a foreign business 

corporation, partnership, limited liability company or other legal entity, you are duly qualified to transact 

business in the state(s) in which the Development Area is located; (2) you have the authority to sign and 

deliver this Agreement and to perform your obligations hereunder; (3) true and complete copies of the 

articles or certificate of incorporation, articles of organization, operating agreement or principles, 

partnership agreement, bylaws, subscription agreements, buy-sell agreements, voting trust agreements and 

all other documents relating to your ownership, organization, capitalization, management and control 

(“Organizational Documents”) shall be promptly delivered to us for our approval, which approval shall not 

be unreasonably withheld; (4) any and all amendments, deletions and additions to your Organizational 

Documents shall be promptly delivered to us for our approval, which approval shall not be unreasonably 

withheld; (5) your activities are restricted to those necessary solely for the development, ownership and 

operation of Costa Vida Restaurants in accordance with this Agreement and in accordance with any other 

agreements entered into with us or any of our Affiliates; (6) the Organizational Documents state that the 

issuance, transfer or pledge of any direct or indirect legal or beneficial ownership interest is restricted by 

the terms of this Agreement; (7) all certificates representing direct or indirect legal or beneficial ownership 

interests now or hereafter issued must bear a legend in conformity with applicable law reciting or referring 

to these restrictions; and (8) you will deliver to us a secretary’s/clerk’s certificate or other evidence 

satisfactory to us, that the signing, delivery and performance of this Agreement, each Franchise Agreement, 

and all other agreements and ancillary documents contemplated hereby or thereby have been duly 

authorized by all necessary action by your corporation, partnership, limited liability company or other legal 

entity, as applicable.  

B. DISCLOSURE OF OWNERSHIP. 

You and each of your Owners represent, warrant and agree that Exhibit B is current, complete and 

accurate. You agree that an updated Exhibit B will be furnished promptly to us, so that Exhibit B (as so 

revised and signed by you) is at all times current, complete and accurate. Each person who is or becomes an 

Owner must sign a guaranty in the form we may choose to prescribe, undertaking to be jointly and 

severally by the terms of this Agreement, the current form of which is attached hereto as Exhibit C. Each 

person who is or becomes an Investor must sign an agreement in the form we prescribe, undertaking to be 

bound by the confidentiality and non-competition covenants contained in this Agreement, the current form 

of which is attached as Exhibit D. Each Owner and Investor must be an individual acting in his/her 

individual capacity, unless we waive this requirement. 

C. OPERATING PARTNER/MANAGEMENT OF BUSINESS. 

You must designate in Exhibit B an individual (your “Operating Partner”) approved by us who 

must: (1) be engaged full-time in the business of your Costa Vida Restaurants; (2) have the authority to 

bind you regarding all operational decisions with respect to your Costa Vida Restaurants; and (3) have 

completed our training to our satisfaction. 

Your Operating Partner: (1) shall exert his/her full-time and best efforts to the development and 

operation of all Costa Vida Restaurants you own; and (2) may not engage in any other business activity, 

directly or indirectly, that requires substantial management responsibility or time commitments or 
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otherwise may conflict with your obligations hereunder. You must provide us with a copy of any proposed 

arrangement, agreement or contract, including any amendments, with your Operating Partner for our prior 

review and approval, and upon approval thereof, signed copies thereof. Such agreement must include a 

provision that if the Operating Partner is terminated, for whatever reason, he/she shall not for a period of 

two years after such termination (or such lesser period as may be prescribed by applicable law), recruit or 

hire any person who is an employee of yours, ours, or any Costa Vida Restaurant operated by us, our 

Affiliates, or any franchisee of ours without obtaining the employer’s consent, which consent may be 

withheld for any reason. We shall have no responsibility, liability or obligation to any party to any such 

arrangement, agreement or contract, or any amendments, on account of our approval thereof or otherwise, 

and you must indemnify and hold us harmless with respect thereto. Each of your Restaurants at all times 

must be managed by your Operating Partner and otherwise in accordance with the applicable Franchise 

Agreement.  

If the relationship with your Operating Partner terminates, you must have in place a qualified 

replacement Operating Partner within 90 days from the termination date of the former Operating Partner. 

Failure to notify us of your Operating Partner’s termination or failure to hire or select a successor Operating 

Partner who satisfies the requirements provided for in this Section will be considered a material breach of 

this Agreement. 

Before opening your first Restaurant, you and your Operating Partner and any other Personnel who 

are intended to have, or who actually have, responsibilities for more than one Costa Vida Restaurant must 

complete the appropriate training program to our satisfaction. Any Personnel who are intended to have, or 

who actually have, responsibilities for more than one Costa Vida Restaurant and who are hired after your 

first Costa Vida Restaurant is opened must likewise complete the appropriate training program to our 

satisfaction before assuming such responsibilities. 

You or your operating partner, as well as your General Manager, must attend our annual Costa 

Vida Brand Conference each year. You also must participate in person in an annual Franchise Business 

Review meeting with us, either at our annual franchisee retreat or at our offices in Lehi, Utah. We do not 

charge any fees for the Brand Conference or Franchisee Business Review, but attendees are responsible for 

their own travel, lodging, and other incidental costs of attending. 

D. KICKOFF MEETINGS. 

We periodically hold a “Brand Immersion” meeting. The Brand Immersion meeting is to acquaint 

you and your Operating Partner with Costa Vida’s System Standards. You, your Operating Partner and 

your marketing director, if any, are required to attend a “Brand Immersion” meeting as soon as possible 

after entering into this Agreement. Other key members of your organization may also attend the Brand 

Immersion meeting. If key Personnel are added to your organization after the date hereof, they should 

attend the next scheduled Brand Immersion meeting after joining your organization. 

5. RELATIONSHIP OF THE PARTIES. 

A. INDEPENDENT CONTRACTORS. 

Neither this Agreement nor the dealings of the parties pursuant to this Agreement shall create any 

fiduciary relationship or any other relationship of trust or confidence between the parties. Franchisor and 

Area Developer, as between themselves, are and shall be independent contractors. 

You understand and agree that we may operate and change the System and our business in any 

manner that is not expressly and specifically prohibited by this Agreement. Whenever we have expressly 

reserved in this Agreement or are deemed to have a right and/or discretion to take or withhold an action, or 

to grant or decline to grant you a right take or withhold an action, except as otherwise expressly and 
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specifically provided in this Agreement, we may make our decision or exercise our right and/or discretion 

on the basis of our judgment of what is in our best interests, including our judgment of what is in the best 

interest of our franchise network, at the time our decision is made or our right or discretion is exercised, 

without regard to whether: (1) other reasonable alternative decisions or actions could have been made by 

us; (2) our decision or the action we take promotes our financial or other individual interest; (3) our 

decision or the action we take applies differently to you and one or more other franchisees or our company-

owned or company-affiliated operations; or (4) our decision or the exercise of our right or discretion is 

adverse to your interests. In the absence of an applicable statute, we will have no liability to you for any 

such decision or action. We and you intend that the exercise of our right or discretion will not be subject to 

limitation or review. If applicable law implies a covenant of good faith and fair dealing in this Agreement, 

we and you agree that this covenant shall not imply any rights or obligations that are inconsistent with a fair 

construction of the terms of this Agreement and that this Agreement grants us the right to make decisions, 

take actions and/or refrain from taking actions not inconsistent with your rights and obligations hereunder. 

Nothing contained in this Agreement, or arising from the conduct of the parties hereunder, is 

intended to make either party a general or special agent, joint venturer, partner or employee of the other for 

any purpose whatsoever. You must conspicuously identify yourself in all dealings with customers, lessors, 

contractors, suppliers, public officials, employees, and others as the owner of development rights granted 

hereunder and must place these other notices of independent ownership on such forms, business cards, 

stationery, advertising, and other materials as we may periodically require. 

You may not make any express or implied agreements, warranties, guarantees or representations or 

incur any debt in our name or on our behalf or represent that the relationship of the parties is anything other 

than that of independent contractors. We will not be obligated by or have any liability under any 

agreements made by you with any third party or for any representations made by you to any third party. We 

will not be obligated for any damages to any person or property arising directly or indirectly out of the 

operation of your business hereunder. 

B. INDEMNIFICATION. 

By signing below, you agree, during and after the Term of this Agreement, to indemnify us, our 

Affiliates and our respective directors, officers, employees, shareholders, members, agents, successors and 

assigns (collectively, “Indemnitees”), and to hold the Indemnitees harmless to the fullest extent permitted 

by law, (i) from any and all Losses and Expenses (as defined below) incurred in connection with any 

litigation or other form of adjudicatory procedure, claim, demand, investigation, or formal or informal 

inquiry (regardless of whether it is reduced to judgment) or (ii) from any settlement which arises directly or 

indirectly from, or as a result of, a claim of a third party against any one or more of the Indemnitees in 

connection with the development, ownership, operation or closing of any of your Costa Vida Restaurants 

(collectively “Event”), and regardless of whether it resulted from any strict or vicarious liability imposed 

by law on the Indemnitees, provided, however, that this indemnity will not apply to any liability arising 

from a breach of this Agreement by the Indemnitees or the gross negligence or willful misconduct of 

Indemnitees.  

The term “Losses and Expenses” includes compensatory, exemplary, and punitive damages; fines 

and penalties; attorney’s fees; experts’ fees; court costs; costs associated with investigating and defending 

against claims; settlement amounts; judgments; compensation for damages to our reputation and goodwill; 

and all other costs associated with any of the foregoing losses and expenses. We agree to give you 

reasonable notice of any Event of which we become aware for which indemnification may be required and 

we may elect (but are not obligated) to direct the defense thereof, provided that the selection of counsel 

shall be subject to your consent, which consent shall not be unreasonably withheld or delayed.  

We may, in our reasonable discretion, take such actions as we deem necessary and appropriate to 

investigate, defend, or settle any Event or take other remedial or corrective actions as may be necessary for 
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the protection of Indemnitees or Costa Vida Restaurants generally, provided however, that any settlement 

shall be subject to your consent, which consent shall not be unreasonably withheld or delayed. Further, 

notwithstanding the foregoing, if the insurer on a policy or policies obtained in compliance with your 

Franchise Agreement agrees to undertake the defense of an Event (an “Insured Event”), we agree not to 

exercise our right to select counsel to defend such Event if such an action would cause your insurer to deny 

coverage. We reserve the right to retain counsel to represent us with respect to an Insured Event at our sole 

cost and expense. This Section 5.B shall continue in full force and effect subsequent to and notwithstanding 

the expiration or termination of this Agreement. 

C. OWNERSHIP OF THE MARKS. 

Your right to use the Marks arises solely from, and is limited to, Franchise Agreements entered into 

between you and us. Your right is limited to conducting business pursuant to and in compliance with 

Franchise Agreements entered into between you and us. Your unauthorized use of any of the Marks 

constitutes a breach of such Franchise Agreements and this Agreement and an infringement of our rights to 

the Marks. Neither this Agreement nor any of the Franchise Agreements entered into between you and us 

confer on you any goodwill or other interests in the Marks. Your use of the Marks and any goodwill 

established thereby inures to our exclusive benefit. All provisions of the Franchise Agreements applicable 

to the Marks apply to any additional or substitute Marks we authorize you to use. You may not use any 

Mark (or any abbreviation, modification or colorable imitation) as a part of any corporate or legal business 

name or in any other manner including any Internet related use such as an electronic media identifier for 

social media, social handles, websites, web pages or domain names not expressly authorized by us in 

writing. You may not at any time during or after the Term, contest, or assist any other person or entity in 

contesting, the validity or ownership of any of the Marks. 

6. RESTRICTIVE COVENANTS. 

A. CONFIDENTIAL INFORMATION. 

You acknowledge that we possess proprietary certain Confidential Information (as defined in 

Section 1.D above) including, without limitation, proprietary knowledge consisting of the ingredients and 

methods of preparation of food products sold at and operating procedures of Costa Vida Restaurants. We 

may disclose Confidential Information to you, your Owners, or your Personnel in the training program, 

Operating Manual and/or in guidance furnished to you during the Term of the Agreement. Each person who 

is or becomes an Investor must sign an agreement in the form we prescribe, undertaking to be bound by the 

confidentiality and non-competition covenants contained in this Agreement, the current form of which is 

attached hereto as Exhibit D.  

We will disclose parts of our Confidential Information to you solely for your use in connection 

with this Agreement. The Confidential Information is proprietary and includes our trade secrets. During the 

Term and thereafter: (1) you and your Owners may not use the Confidential Information in any other 

business or capacity (which you and your Owners agree and acknowledge would be an unfair method of 

competition); (2) you and your Owners must maintain the confidentiality of the Confidential Information; 

(3) you and your Owners may not make unauthorized copies of any portion of the Confidential Information 

disclosed in written, electronic, or other form; (4) you and your Owners must implement all reasonable 

procedures we periodically prescribe to prevent unauthorized use or disclosure of the Confidential 

Information, including the use of nondisclosure agreements with your Owners, officers, directors, 

Operating Partners, and other Personnel, and you and your Owners must deliver these agreements to us; (5) 

you and your Owners must not disclose during or after the Term of the Franchise Agreement any of the 

Confidential Information; (6) you, your Owners, and all Personnel who prepare the food will be required to 

sign a standard confidentiality agreement for any trade secrets and Confidential Information herein 

described and to conform with the covenants not to compete; and (7) you and/or your Owners must 



 
  15 2020 Costa Vida® Area Development Agreement 

1630199.1 

immediately notify us if there is an improper disclosure and if it is determined that there was negligence in 

protecting the behavior, you can be sued for damages. 

At the end of the Term, you and your Owners must deliver to us all Confidential Information in 

your possession or control. Your restrictions on disclosure and use of Confidential Information do not 

apply to information or techniques which are or become generally known in the restaurant industry (other 

than through your own disclosure), provided you obtain our prior written consent to such disclosure or use. 

If any of the Confidential Information which has been disclosed to you pursuant to this Agreement 

becomes generally known in the food service industry other than through your default in the obligations 

under this Agreement, and you desire to be released from the secrecy obligations under this Section in 

respect to this information, we will not unreasonably withhold our consent to this release. 

Notwithstanding the foregoing provisions of this Section 9.A, you must comply with all applicable 

federal, state and local laws, including any restrictions on post-termination non-competition agreements. In 

the event of a conflict between the terms of this Agreement and any such laws, your obligation to comply 

with the laws shall supersede this Agreement, but only to the narrowest extent necessary to ensure 

compliance with such laws. By way of illustration only: If this Agreement calls for a post-termination non-

competition agreement to extend for two years after termination but applicable state law only allows such 

agreements to extend for one year, then an agreement which extends for one year may be deemed to 

comply with this Agreement; but an agreement that extends for less than one year would not be in 

compliance with this Agreement. 

B. IN-TERM COVENANTS. 

During the Term, neither you nor any of your Owners may, without our prior consent (which 

consent may be withheld at our discretion): 

(i) directly or indirectly (such as through immediate families) own any legal or beneficial 

interest in, or render services or give advice to: (a) any Competitive Business located anywhere; or (b) 

any entity located anywhere which grants franchises, licenses or other interests to others to operate any 

Competitive Business; or 

(ii) divert or attempt to divert any business or customers of Costa Vida Restaurants to any 

competitor or do anything injurious or prejudicial to the goodwill associated with the Marks or the 

System. 

C. INFORMATION EXCHANGE. 

All recipes, processes, ideas, concepts, methods, techniques, or materials used or useful to a 

restaurant, grocery store, or other business offering food products, whether or not constituting protectable 

intellectual property, that you create, or that are created on your behalf, in connection with the development 

or operation of your Restaurants must be promptly disclosed to us. If we adopt any of them as part of the 

System Standards, they will be deemed to be our sole and exclusive property and deemed to be works 

made-for-hire for us. You must sign whatever assignment or other documents we request to evidence our 

ownership or to assist us in securing intellectual property rights in these recipes, processes, ideas, concepts, 

methods, techniques, or materials. 

7. FRANCHISOR’S RIGHTS TO TRANSFER. 

A. FRANCHISOR’S RIGHTS. 

This Agreement is fully transferable by us and will inure to the benefit of any transferee or other 

legal successor to our interest in this Agreement. 
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8. AREA DEVELOPER’S RIGHTS TO TRANSFER. 

A. FRANCHISOR’S APPROVAL. 

Your rights and duties under this Agreement are personal to you or, if you are a business 

corporation, partnership, limited liability company or other legal entity, your Owners. Accordingly, neither 

you nor any of your Owners may Transfer the Franchise without our approval and without complying with 

all of the provisions of this Section 8. Any Transfer without this approval or compliance constitutes a 

breach of this Agreement and is void and of no force or effect. You may not under any circumstance 

directly or indirectly sub-franchise or sub-license any of your rights hereunder. 

“Transfer” is defined, for purposes of this Agreement, as the voluntary or involuntary, direct or 

indirect transfer, assignment, sale, gift, pledge, mortgage, hypothecation or other disposition (including 

those occurring by operation of law and a series of transfers that in the aggregate constitute a Transfer) of 

any of your interest in this Agreement or of a Controlling Interest in you. It may also be used as a verb, in 

which case it shall mean the act of completing a Transfer. “Controlling Interest,” for purposes of this 

Section 13 and provisions, addenda and exhibits which refer to this Section 13, means an interest, the 

ownership of which empowers the holder to exercise a controlling influence over the management, policies 

or personnel of an entity. Ownership of 10% or more of the equity or voting securities of a corporation, 

limited liability company or limited liability partnership or ownership of any general partnership interest in 

a general or limited partnership will be deemed conclusively to constitute a Controlling Interest in the 

corporation, limited liability company, or partnership, as the case may be. 

B. CONDITIONS FOR APPROVAL. 

If we have not exercised our right of first refusal pursuant to Section 8.F below, we will not 

unreasonably withhold our approval of a Transfer that meets all of the reasonable restrictions, requirements 

and conditions we impose on the transfer, the transferor and the transferee, including the following: 

(i) you are operating your opened Restaurants in accordance with this Agreement, the 

Franchise Agreements, and all other associated agreements; 

(ii) you and your Owners and Affiliates are in compliance with the provisions of this 

Agreement, all Franchise Agreements signed pursuant hereto and all other agreements with us or any of 

our Affiliates;  

(iii) the proposed transferee, or its Owners (if the proposed transferee is a corporation, 

partnership, limited liability company or other legal entity), must: (a) provide us on a timely basis all 

information we request, (b) be individuals acting in their individual capacities who are of good character 

and reputation, (c) have sufficient business experience, aptitude and financial resources to develop, open 

and operate Costa Vida Restaurants within the Development Area pursuant to this Agreement, and (d) 

otherwise meet our approval; 

(iv) the proposed transferee may not be an entity, or be affiliated with an entity, that is 

required to comply with reporting and information requirements of the Securities Exchange Act of 1934, 

as amended; 

(v) the transferee (and its owners) must agree to be bound by all of the provisions of this 

Agreement for the remainder of its Term; 

(vi) at our discretion, we may require that the transferee must acquire, in a concurrent 

transaction, all of your rights, and the rights of your Owners and Affiliates, under all agreements between 

you or your Affiliates and us or our Affiliates, including all Franchise Agreements for Costa Vida 



 
  17 2020 Costa Vida® Area Development Agreement 

1630199.1 

Restaurants signed by you or your Owners or Affiliates pursuant to this Agreement or pursuant to any 

other development or similar agreement with us; 

(vii) you or the transferee must pay us a Transfer fee equal to Ten Thousand Dollars 

($10,000), plus Ten Thousand Dollars ($10,000) for each Costa Vida Restaurant for which a Franchise 

Agreement has been signed pursuant hereto (as required under the terms of such Franchise Agreements), 

plus any transfer fee required by any other agreement between you or your Affiliates and us or our 

Affiliates; 

(viii) you and your Owners and Affiliates must, unless limited or prohibited by applicable law, 

sign a general release, in form and substance satisfactory to us, of any and all claims against us, our 

Affiliates, shareholders, members, officers, directors, employees, agents, successors and assigns; 

(ix) we must not have disapproved the material terms and conditions of the Transfer 

(including the price and terms of payment and the amount to be financed by the transferee in connection 

with the Transfer, which shall not in any event exceed seventy-five percent (75%) of the purchase price 

for the assets or stock to be transferred) on the basis that they are so burdensome as to be likely, in our 

reasonable judgment, to adversely affect the transferee’s operation of Costa Vida Restaurants or its 

compliance with its Franchise Agreements, this Agreement, and any other agreements being transferred; 

(x) if you (or any of your Owners or Affiliates) finance any part of the sale price of the 

Transferred interest, you and your Owners or Affiliates must agree that all obligations of the transferee, 

and security interests reserved by any of them in the assets transferred, will be subordinate to the 

transferee’s obligations to pay all amounts due us and our Affiliates and to otherwise comply with this 

Agreement, any Franchise Agreement being transferred or any Franchise Agreement signed by the 

transferee; 

(xi) you and your Owners and Investors must sign a non-competition covenant, in form and 

substance satisfactory to us, in favor of us and the transferee agreeing that, for a period of two years, 

starting on the effective date of the Transfer, you and your Owners will not directly or indirectly (such as 

through immediate family members): (a) own any legal or beneficial interest in, or render services or give 

advice to (1) any Competitive Business that is operating within the Development Area; (2) any 

Competitive Business that is located within five mile radius of any other Costa Vida Restaurant in 

operation or under construction as of the effective date of the Transfer; or (3) any entity which grants 

franchises, licenses or other interests to others to operate any Competitive Business; and (b) recruit or 

hire any person who is an employee of ours or of any Costa Vida Restaurant operated by us, our 

Affiliates or any franchisee of ours without obtaining the employer’s consent, which consent may be 

withheld for any reason; 

(xii) you and your Owners and Affiliates must sign such other documents and do such other 

things as we may reasonably require to protect our rights under this Agreement, any Franchise 

Agreements and any other agreements being transferred. 

C. EFFECT OF APPROVAL. 

Our approval of a Transfer does not constitute: (1) a representation as to the fairness of the terms of 

any agreement or arrangement between you or your Owners and the transferee or as to the prospects of 

success by the transferee; or (2) a release of you and your Owners, a waiver of any claims against you or 

your Owners or a waiver of our right to demand the transferee’s compliance with this Agreement. Any 

approval shall apply only to the specific Transfer proposed and shall not constitute an approval of, or have 

any bearing on, any other proposed Transfer. 
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D. SPECIAL TRANSFERS. 

Section 8.B(vii) above shall not apply to any Transfer among any of your then-current Owners or 

to any Transfer to any member of your immediate family or the immediate family of a then-current Owner 

of you (if you are a corporation, partnership, limited liability company or other legal entity). On 30 days’ 

notice to us, you (if you are an individual or partnership) may Transfer this Agreement, in conjunction with 

a Transfer of all of the Franchise Agreements signed pursuant hereto and all of the assets of the Costa Vida 

Restaurants operated pursuant thereto, by an agreement in form and substance approved by us, to an entity 

which conducts no business other than the development and operation of Costa Vida Restaurants and of 

which you own and control all of the equity and voting power. None of the foregoing assignments shall 

relieve you or your Owners of your obligations hereunder, and you and your Owners shall remain jointly 

and severally liable for all obligations hereunder. 

E. DEATH OR DISABILITY OF AREA DEVELOPER. 

Upon your death or permanent disability, or the death or permanent disability of the Operating 

Partner or an Owner of a controlling interest in Area Developer, the executor, administrator or other 

personal representative of such person shall Transfer his/her interest in this Agreement or his/her interest in 

Area Developer to a third party approved by us in accordance with all of the applicable provisions of this 

Section 8 within a reasonable period of time, not to exceed nine months from the date of death or 

permanent disability. 

F. FRANCHISOR’S RIGHT OF FIRST REFUSAL. 

If you or any of your Owners desire to Transfer this Agreement or any right thereof or interest 

therein for legal consideration, you or such Owner must obtain a bona fide, signed written offer from a 

responsible and fully dislodged purchaser and must deliver immediately to us a complete and accurate copy 

of such offer. If the offeror proposes to buy any other property or rights from you or any of your Owners or 

Affiliates (other than rights under other Costa Vida area development agreements) as part of the bona fide 

offer, the proposal for this property or rights must be set forth in a separate, contemporaneous offer that is 

fully disclosed to us, and the price and terms of purchase offered to you or your Owners for the Transfer 

must reflect the bona fide price offered therefore and may not reflect any value for any other property or 

rights. 

We have the option, exercisable by notice delivered to you or your Owners within 30 days from the 

date of delivery of a complete and accurate copy of this offer to us, to purchase this interest for the price 

and on the terms and conditions contained in this offer, provided that: (1) we may substitute cash for any 

form of payment proposed in this offer; (2) our credit shall be deemed equal to the credit of any proposed 

purchaser; and (3) we will have not less than 90 days from the option exercise date to consummate the 

transaction. We have the right to investigate and analyze the business, assets and liabilities and all other 

matters we deem necessary or desirable to make an informed investment decision with respect to the 

fairness of the terms of our right of first refusal. We may conduct an investigation and analysis in any 

manner we deem reasonably appropriate and you and your Owners must cooperate fully with us in 

connection therewith. 

If we exercise our option to purchase, we are entitled to purchase an interest subject to all 

representations and warranties, closing documents, releases, non-competition covenants and indemnities as 

we reasonably may require, provided that if we exercise our option as a result of a written offer reflected in 

a fully negotiated definitive agreement with the proposed purchaser, we will not be entitled to any 

additional representations, warranties, closing documents or indemnities that will have a materially adverse 

effect on your rights and obligations under the definite agreement. If we do not exercise our option to 

purchase, you or your Owners may complete the sale to this offeror pursuant to and on the exact terms of 

the offer, subject to our approval of the Transfer as provided in Sections 8.B and 8.C above, provided that if 
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the sale to the offeror is not completed within 90 days after delivery of this offer to us, or if there is a 

material change in the terms of the offer, you must promptly notify us and we will have an additional 

option to purchase (on the terms of the revised offer, if any, and otherwise as set forth herein) during the 

30-day period following your notification of the expiration of the 90-day period or the material change to 

the terms of the offer. 

G. SECURITIES OFFERINGS. 

If we choose to issue a public offering neither you nor any of your Owners may issue or sell, or 

offer to issue or sell, any of your Costa Vida securities or any Costa Vida securities of any of your 

Affiliates, regardless of whether a sale or offer would be required to be registered pursuant to the 

provisions of the Securities Act of 1933, as amended, or the securities laws of any other jurisdiction, 

without obtaining our prior consent and complying with all of our requirements and restrictions concerning 

use of information about us and our affiliates. Neither you nor any of your Owners may issue or sell your 

securities or the securities of any of your Affiliates if: (1) these securities would be required to be registered 

pursuant to the Securities Act of 1933, as amended, or these securities would be owned by more than thirty-

five persons; or (2) after this issuance or sale, you or this Affiliate would be required to comply with the 

reporting and information requirements of the Securities Exchange Act of 1934, as amended. 

Any proposed private placement of your or your Affiliate’s securities must be approved by us; 

provided however, that we shall not be responsible for its contents and you shall indemnify and hold us 

harmless from any and all claims associated with such private placement. The offering memorandum or 

information used in connection with the private placement will clearly identify that it is not an offering by 

us and that we have not participated in its preparation and have not supplied any financial information, 

projections, budgets, cost estimates, or similar information contained therein, all of which shall be your sole 

responsibility. Each recipient of information relating to the private placement must maintain it in 

confidence, and you shall be responsible for any disclosure. 

9. TERMINATION OF AGREEMENT. 

A. IMMEDIATE TERMINATION. 

You are in material breach and deemed to be in default of this Agreement, and this Agreement will 

automatically terminate without notice, at our discretion, if any of the following events occur: 

(i) you become insolvent by reason of your inability to pay your debts as they mature;  

(ii) you become insolvent by reason of your assets being less than the value of your 

liabilities;  

(iii) you are adjudicated bankrupt or insolvent;  

(iv) you file a petition in bankruptcy, reorganization or similar proceeding under the 

bankruptcy laws of the United States or have such a petition filed against you which is not discharged 

within 30 days;  

(v) a receiver or other custodian, permanent or temporary, is appointed for your business, 

assets or property;  

(vi) you request the appointment of a receiver or make a general assignment for the benefit of 

creditors;  
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(vii) final judgment against you in the amount of Twenty-Five Thousand Dollars ($25,000) or 

more remains unsatisfied of record for 30 days or longer;  

(viii) your bank accounts, property or accounts receivable are attached;  

(ix) execution is levied against your business or property;  

(x) suit is filed to foreclose any lien or mortgage against any of your assets and this suit is 

not dismissed within 30 days;  

(xi) if you voluntarily dissolve or liquidate or have a petition filed for corporate or 

partnership dissolution and this petition is not dismissed within 30 days; 

(xii) you are in violation of any of the Anti-Terrorism Laws. 

You expressly waive all rights under the provisions of the bankruptcy or other applicable laws and 

rules, and consent to the immediate termination of this Agreement as provided herein. You agree not to 

seek an order from any court, tribunal, or agency in any jurisdiction relating to bankruptcy, insolvency, 

reorganization or any similar proceedings that would have the effect of staying or enjoining this provision. 

B. NOTICE OF TERMINATION.  

In addition to our right to terminate pursuant to other provisions of this Agreement and under 

applicable law, we have the right to terminate this Agreement, effective upon delivery of notice of 

termination to you, if you or any of your Principal Owners or Affiliates: 

(i) fail to meet the Development Schedule; 

(ii) make an unauthorized Transfer of the Development Rights or fail to Transfer the 

Development Rights or the interest of a deceased or disabled Owner as required hereby; 

(iii) make any material misstatement or omission in the Personal Profile, the ADA 

Application or in any other information, report or summary provided to us at any time; 

(iv) are convicted of, or plead no contest to, a felony or other crime or offense that we 

reasonably believe may adversely affect the System Standards or the goodwill associated with the Marks; 

(v) make any unauthorized use or disclosure of any Confidential Information; 

(vi) fail or refuse to comply with any other provision of this Agreement and do not correct 

this failure within 30 days after notice of this failure to comply is delivered to you; 

(vii) are in breach of any Franchise Agreement such that we have the right to terminate the 

Franchise Agreement, whether or not we elect to exercise our right to terminate the Franchise Agreement; 

(viii) are in breach of any other agreement between you or any of your affiliates and us or any 

of our Affiliates such that we have a right to terminate any such agreement, whether or not we elect to 

exercise our right to terminate this agreement;  

(ix) if we determine that any applicable federal or state statute, regulation, rule or law, which 

is enacted, promulgated or amended after the date hereof, may have material adverse effect on our rights, 

remedies or discretion in franchising Costa Vida Restaurants; or 
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(x) you fail to notify us of your Operating Partner’s termination and/or fail to hire or select a 

successor Operating Partner who satisfies the requirements provided for in Section 4.C above will be 

considered as a breach of this Agreement. 

The Development Fee shall be fully earned by us upon signing of this Agreement for 

administrative and other expenses incurred by us and for the development opportunities lost or deferred as 

a result of the rights granted to you herein. We have no obligation whatsoever to refund any portion of the 

Development Fee upon any termination, except that we will refund the unapplied portion of the 

Development Fee in the event of a termination pursuant to subparagraph (ix) above. 

10. EFFECT OF TERMINATION OR EXPIRATION. 

A. PAYMENT OF AMOUNTS OWED TO US. 

Within 30 days after the effective date of termination or expiration (without renewal) of this 

Agreement, you must pay us and our Affiliates all royalties, advertising fund contributions, amounts owed 

for purchases from us or our Affiliates, interest due on any of the foregoing and all other amounts owed to 

us or our Affiliates which are then unpaid. 

B. POST-TERM COVENANTS. 

For a period of two years, starting on the effective date of termination or expiration (without 

renewal) of this Agreement, neither you nor any of your Owners directly or indirectly (such as through 

immediate family members) own a legal or beneficial interest in, or render services or give advice to: (1) 

any Competitive Business operating within the Development Area; (2) any Competitive Business operating 

within a radius of five miles of any Costa Vida Restaurant in operation or under construction on the 

effective date of termination or expiration; (3) any entity which grants franchises or licenses other interests 

to others to operate any Competitive Business; or (4) recruit or hire any person who is an employee of ours 

or of any Costa Vida Restaurant operated by us, our Affiliates or another franchisee of ours without 

obtaining the employer’s consent, which consent may be withheld for any reason. 

You and each of your Owners expressly acknowledge the possession of skills and abilities of a 

general nature and the opportunity for exploiting these skills in other ways, so that enforcement of the 

covenants contained in this Section 10.B will not deprive any of you of your personal goodwill or ability to 

earn a living. If you or any of your Owners fail or refuse to abide by any of the foregoing covenants and we 

obtain enforcement in a judicial proceeding, the obligations under the breached covenant will continue in 

effect for a period of time ending two years after the date of the order enforcing the covenant. 

You agree that, upon termination or expiration of this Agreement, you will immediately cease to 

use any Confidential Information disclosed to you pursuant to this Agreement in any business or otherwise 

and you will return to us all copies of the Operations Manual and any other Confidential Information 

(including, without limitation, all recipe books) which we have loaned to you. 

C. CONTINUING OBLIGATIONS. 

All obligations under this Agreement which expressly or by their nature survive the expiration or 

termination of this Agreement shall continue in full force and effect until they are satisfied in full or by 

their nature expire. 

D. OUR OPTION TO PURCHASE YOUR ASSETS 

If this Agreement is terminated pursuant to Section 9.A or 9.B above, upon such termination we 

shall have the right to purchase the assets of any or all of your Restaurants. Such right to purchase the 
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assets of your Restaurants is pursuant to the applicable Franchise Agreements; provided, however, that if 

we exercise such right as to more than one Restaurant, the appraisals and closings called for in such 

Franchise Agreements may be consolidated into one appraisal and closing consisting of all of the assets that 

we elect to purchase. For the avoidance of doubt, our rights set forth in this Section 10.D shall not be 

triggered by your completion of the Development Schedule. 

11. DISPUTE RESOLUTION. 

You and your Owners irrevocably submit to the jurisdiction of the courts of the State of Utah in 

any suit, action or proceeding, arising out of or relating to this Agreement or any other dispute between you 

and us, and you irrevocably agree that all claims in respect of any such suit, action or proceeding must be 

brought and/or defended except with respect to matters that are under the exclusive jurisdiction of the 

federal courts of the United States of America, which shall be brought and/or defended in the federal 

district court sitting in Salt Lake City, Utah. You irrevocably waive, to the fullest extent you may lawfully 

do so, the defense of an inconvenient forum to the maintenance of this suit, action or proceeding and agree 

that service of process for purposes of any such suit, action or proceeding need not be personally served or 

served within the State of Utah but may be served with the same effect as if you were served within the 

State of Utah, by certified mail or any other means permitted by law addressed to you at the address set 

forth herein. Nothing contained herein shall affect our rights to bring a suit, action, or proceeding in any 

other appropriate jurisdiction, including any suit, action or proceeding brought by us to enforce any 

judgment against you entered by a state or federal court. 

The provisions of this Section 11.A shall continue in full force and effect subsequent to and 

notwithstanding expiration and termination of this Agreement. 

12. MISCELLANEOUS. 

A. SEVERABILITY AND SUBSTITUTION OF PROVISIONS. 

Each section, paragraph, term and provision of this Agreement shall be considered severable, and if 

any portion of this agreement is held to be invalid, contrary to, or in conflict with any applicable present or 

future law or regulation, it shall not have any effect upon such other portions of this Agreement as may 

remain otherwise intelligible. If any applicable and binding law or rule of any jurisdiction requires a greater 

prior notice of the termination of or refusal to renew this agreement than is required under this Agreement, 

or the taking of some other action not required under it, or if under any applicable and binding law or rule 

of any jurisdiction, any provision of this agreement or any specification, standard or operating procedure 

prescribed by us is invalid or unenforceable, the prior notice and/or other action required by this law or rule 

shall be substituted for the comparable provisions of this Agreement, and we shall have the right to modify 

such invalid or unenforceable provision, specification, standard or operating procedure if required to be 

valid and enforceable and you will be bound to such modification. Otherwise, all modifications to this 

Agreement must be in writing signed by both Parties (except for modifications accomplished by virtue of 

our amendment to System Standards and/or the Operations Manual as described herein). If any covenant 

herein which restricts competitive activity is deemed unenforceable by virtue of its scope or in terms of 

geographic area, type of business activity prohibited and/or length of time, but could be rendered 

enforceable by reducing any part or all of it, you and we agree that it will be enforced to the fullest extent 

permissible under applicable law and public policy. 

Nothing in this Agreement or any related agreement is intended to disclaim Franchisor’s 

representations made in the Franchise Disclosure Document. 
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B. WAIVER OF OBLIGATIONS. 

We and you may by written instrument unilaterally waive or reduce any obligation of, or restriction 

upon, the other under this Agreement, effective upon delivery of written notice to the other. We and you 

shall not be deemed to have waived or impaired any right, power or option reserved by this Agreement (i) 

by virtue of any custom or practice of the Parties at variance with the terms of this Agreement; (ii) any 

failure, refusal or neglect of us or you to exercise any right under this Agreement or to insist upon exact 

compliance by the other with its obligations under this Agreement; (iii) any waiver, forbearance, delay, 

failure or omission by us to exercise any right, power or option with respect to any of your Costa Vida 

Restaurants; or (iv) our acceptance of any payments due from you after any breach of this Agreement. 

Neither Party shall be liable for loss or damage or deemed to be in breach of this Agreement if its failure to 

perform its obligations results from: (i) transportation shortages, inadequate supply of labor, material or 

energy, or the voluntary foregoing of the right to acquire or use any of the foregoing to accommodate or 

comply with the orders, requests, regulations, recommendations or instructions of any federal, state or 

municipal government or any department or agency thereof; (ii) compliance with any law, ruling, order, 

regulation, requirement or instruction of any agency of government; (iii) acts of God; (iv) acts of omissions 

of the other Party; (v) fires, strikes, embargoes, war, or riot; or (vi) any other similar event or cause. Any 

delay resulting from any cause shall extend performance accordingly or excuse performance, in whole or in 

part, as may be reasonable. 

C. EXERCISE OF RIGHTS. 

Except as otherwise expressly provided herein, the rights of Franchisor and Area Developer 

hereunder are cumulative and no exercise or enforcement by Franchisor or Area Developer of any right or 

remedy hereunder shall preclude the exercise or enforcement by Franchisor or Area Developer of any other 

right or remedy hereunder which Franchisor or Area Developer is entitled to enforce by applicable law. 

Notwithstanding the foregoing, and except as otherwise prohibited or limited by applicable law, any failure, 

neglect, or delay of a party to assert any breach or violation of any legal or equitable right arising from or in 

connection with this Agreement shall constitute a waiver of this right and shall preclude the exercise or 

enforcement of any legal or equitable remedy arising therefrom, unless written notice specifying this breach 

or violation is provided to other party within 24 months after the later: (1) the date of this breach or 

violation; or (2) the date of discovery of the facts (or the date the facts could have been discovered, using 

reasonable diligence) giving rise to this breach or violation. 

D. INJUNCTIVE RELIEF. 

We may obtain in any court of competent jurisdiction any injunctive relief, including temporary 

restraining orders and preliminary injunctions, against conduct or threatened conduct for which no adequate 

remedy at law may be available or which may cause us irreparable harm. We may have this injunctive 

relief, without bond, but upon due notice, in addition to such further and other relief as may be available at 

equity or law, and your sole remedy in the event of the entry of this injunction, shall be its dissolution, if 

warranted, upon hearing duly held (all claims for damages by reason of the wrongful issuance of any such 

injunction being expressly waived). You and each of your Owners acknowledge that any violation of 

Sections 6, 8.B(xi), or 10.B above would result in irreparable injury to us for which no adequate remedy at 

law may be available. Accordingly, you and each of your Owners consent to the issuance of an injunction 

prohibiting any conduct in violation of any of those Sections and agree that the existence of any claim you 

or any of your Owners may have against us, whether or not arising from this Agreement, shall not 

constitute a defense to the enforcement of any of those Sections. 
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E. ATTORNEYS’ FEES. 

In a judicial proceeding, the non-prevailing party agrees to reimburse the prevailing party for all of 

the prevailing party’s costs and expenses, including reasonable accounting, paralegal, expert witness and 

attorneys’ fees. 

F. GOVERNING LAW. 

This Agreement shall be construed under the laws of the State of Utah, provided, however, that the 

foregoing shall not constitute a waiver of any of your rights under any applicable franchise law of another 

state. Otherwise, in the event of any conflict of law, Utah law will prevail, without regard to its conflict of 

law principles. However, if any provision of this Agreement would not be enforceable under Utah law, and 

if the Development Area is predominantly located outside of Utah and this provision would be enforceable 

under the laws of the state in which the Development Area is located, then this provision shall be construed 

under the laws of that state. Nothing in this Section 12.F is intended to subject this Agreement to any 

franchise or similar law, rule or regulation of the State of Utah or any other state or political subdivision to 

which it otherwise would not be subject. 

G. SUCCESSORS AND ASSIGNS. 

This Agreement is binding on the parties and their respective executors, administrators, heirs, 

assigns and successors in interest. This Agreement is fully transferable and assignable by us, whether by 

operation of law or otherwise, and shall inure to the benefit of any transferee or other legal successor to our 

interests herein.  

H. LIMITATIONS ON LEGAL ACTIONS. 

Except with respect to your obligations regarding use of the Marks in Section 5 above and the 

Confidential Information in Section 6.A above, we, you and your Owners each waives, to the fullest extent 

permitted by law, any right to or claim for any punitive or exemplary damages against the other. You and 

each of your Owners waive, to the fullest extent permitted by applicable law, the right to recover 

consequential damages for any claim directly or indirectly arising from or relating to this Agreement. 

You agree that for our franchise system to function properly we should not be burdened with costs 

of litigating system-wide disputes. Accordingly, any disagreement between you or your Owners and us 

shall be considered unique as to its facts and shall not be brought as a class action, and you and each of 

your Owners waive any right to proceed against us or any of our shareholders, members, Affiliates, 

officers, directors, employees, agents, successors and assigns by way of class action, or by way of a multi-

plaintiff, consolidated or collective action. In any legal action between the parties, the court shall not be 

precluded from making its own independent determination of the issues in question, notwithstanding the 

similarity of issues in any other legal action involving us and any other franchisee, and each party waives 

the right to claim that a prior disposition of the same or similar issues precludes this independent 

determination. 

Furthermore, the Parties agree that any legal action in connection with this Agreement shall be 

tried to the court sitting without a jury, and all Parties waive any right to have any action tried by jury. 

I. CONSTRUCTION. 

The language of this Agreement shall be construed according to its fair meaning and not strictly 

against any party. The preamble, introduction, personal guaranties, exhibits and riders (if any) to this 

Agreement are a part of this Agreement, which constitutes the entire Agreement of the parties with respect 

to the subject matter thereof. Except as otherwise expressly provided herein, there are no other oral or 



 
  25 2020 Costa Vida® Area Development Agreement 

1630199.1 

written agreements, understandings, representations or statements relating to the subject matter of this 

Agreement, other than the Franchise Disclosure Document, that either party may or does rely on or that will 

have any force or effect. Nothing in this Agreement shall be deemed to confer any rights or remedies on 

any person or legal entity not a party. This Agreement shall not be modified except by written agreement 

signed by both parties. 

The headings of sections are for convenience only and do not limit or construe their contents. The 

word “including” shall be construed in all instances to include the words “without limitation.” The term 

“Area Developer” or “you” is applicable to one or more persons, or entities, as the case may be. If two or 

more persons are at any time Area Developer hereunder, whether as partners, joint venturers or otherwise, 

their obligations and liabilities to us shall be joint and several. References to a controlling interest in an 

entity shall mean more than fifty percent of the equity or voting control of such entity. Any singular usage 

includes the plural, and the masculine and neuter usages include the other and the feminine. 

J. SIGNATURES; TIME OF THE ESSENCE. 

This Agreement may be signed in multiple copies, each of which shall be deemed an original. Time 

is of the essence in this Agreement. 

K. APPROVAL AND CONSENTS. 

Whenever this Agreement requires the approval or consent of either Party, the other Party shall 

make written request therefore, and such approval or consent shall be obtained in writing; provided 

however, unless specified otherwise in this Agreement, such Party may withhold approval or consent, for 

any reason or for no reason at all. Furthermore, unless specified otherwise in this Agreement, no such 

approval or consent shall be deemed to constitute a warranty or representation of any kind, express or 

implied, and the approving or consenting Party shall have no responsibility, liability or obligation arising 

therefrom.  

L. NOTICE AND PAYMENTS. 

All notices, requests and reports permitted or required to be delivered by this Agreement shall be 

deemed delivered:  

(i) at the time delivered by hand to the recipient party or any officer, director, or partner of 

the recipient party;  

(ii) on the same day of the transmission by facsimile, telegraph or other reasonably reliable 

electronic communication system;  

(iii) one business day after being placed in the hands of a commercial courier service for 

guaranteed overnight delivery; or  

(iv) five business days after placement in the United States Mail by Registered or Certified 

Mail, Return Receipt Requested, postage prepaid and addressed to the party to be notified at its most 

current principal business address of which the notifying party has been notified in writing.  

  All notices to us must consist of two copies, one each to our general counsel and chief executive 

officer, to be effective. These notices, requests, and reports shall be sent to us at the address identified in 

this Agreement unless and until a different address has been designated by written notice to the other party. 

No restrictive endorsement on any check or in any letter or other communication accompanying any 

payments shall bind us, and our acceptance of any such payments shall not constitute an accord and 

satisfaction. 
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M. PROVISIONS CONCERNING COMPLIANCE WITH ANTI-TERRORISM LAWS. 

(i) You, your Owners and your Affiliates agree to comply with and/or to assist us to the 

fullest extent possible in our efforts to comply with Anti-Terrorism Laws (as defined below). In 

connection with this compliance, you, your Owners and your Affiliates certify, represent, and warrant 

that none of your property or interests is subject to being “blocked” under any of the Anti-Terrorism 

Laws and that you, your Owners, and your Affiliates are not otherwise in violation of any of the Anti-

Terrorism Laws. 

(ii) For the purposes of this Section 12.M, “Anti-Terrorism Laws” means Executive Order 

13224 issued by the President of the United States, the Terrorism Sanctions Regulations (Title 31, Part 

595 of the U.S. Code of Federal Regulations), the Foreign Terrorist Organizations Sanctions Regulations 

(Title 31, Part 597 of the U.S. Code of Federal Regulations), the Cuban Assets Control Regulations (Title 

31, Part 515 of the U.S. Code of Federal Regulations), the USA PATRIOT Act, and all other present and 

future federal, state, and local laws, ordinances, regulations, policies, lists and any other requirements of 

any Governmental Authority (including the United States Department of Treasury Office of Foreign 

Assets Control) addressing or in any way relating to terrorist acts and acts of war. 

(iii) You, your Owners and your Affiliates certify that none of you, your Owners and your 

Affiliates, your employees, or anyone associated with you is listed in the Annex to Executive Order 

13225. You agree not to hire any individual who is listed in the Annex. (The Annex is available at 

http://www.treasury.gov/offices/enforcement/ofac/sanctions/terrorism.html).  

(iv) You, your Owners, and your Affiliates certify that you have no knowledge or 

information that, if generally known, would result in you, your Owners and your Affiliates, your 

employees, or anyone associated with you to be listed in the Annex to Executive Order 13224. 

(v) You, your Owners, and your Affiliates are solely responsible for ascertaining what 

actions must be taken by you to comply with the Anti-Terrorism Laws, and you specifically acknowledge 

and agree that your indemnification responsibilities set forth in Section 5.B of this Agreement pertain to 

your obligations under this Section 12.M.  

(vi) Any misrepresentation by you under this Section 12.M or any violation of the Anti-

Terrorism Laws by you, your Owners and your Affiliates, or your employees shall constitute grounds for 

immediate termination of this Agreement and any other Agreement you have entered with us or one of 

our Affiliates, in accordance with the terms of Section 9.A of this Agreement. 

N. RECEIPT OF DISCLOSURE DOCUMENT AND AGREEMENT. 

You acknowledge having received our Franchise Disclosure Document at least 14 calendar days 

before signing this Agreement. You also acknowledge having received this Agreement, with all blanks 

completed, at least seven calendar days before you signed it. 

< Signatures on following page > 
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IN WITNESS WHEREOF, the parties have signed and delivered this Agreement on the day and 

year first above written. 

FRANCHISOR: 

 

Costa Vida Management, LLC, 

a Utah limited liability company 

 

By: CV Holdings, LC, a Utah limited liability 

company, its manager 

 

 

By: _____________________________ 

Print Name: Dave Rutter 

Title: President and CEO 

AREA DEVELOPER: 

[AREA DEVELOPER NAME], 

[AREA DEVELOPER ENTITY 

TYPE] 

 

By: ________________________________ 

Print Name: [AREA DEVELOPER 

SIGNATORY] 

Title: _____________________ 

 

 OWNERS: 

 

Signed: _______________________________ 

Print Name: [OWNER #1] 

 

 

Signed: _______________________________ 

Print Name: [OWNER #2] 

 

 

Signed: _______________________________ 

Print Name: [OWNER #3] 
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EXHIBIT A 

DEVELOPMENT AREA AND SCHEDULE 

 

Costa Vida Management, LLC, a Utah limited liability company (“we”, “us”, the “Company” or 

“Franchisor”) and [AREA DEVELOPER NAME], [AREA DEVELOPER 

ENTITY TYPE], (“you” or “Area Developer”) have, as of [EFFECTIVE DATE], 

entered into a certain Costa Vida Area Development Agreement (“Area Development Agreement”) and 

desire to supplement its terms, as set out below.  

 

1. The Term expires on ___________________________, 20___.  

 

_____________ [Area Developer’s Initials] 

 

2. The Development Area is geographic are described as follows and shown on the map attached 

hereto as Exhibit A-1:  

 

_______________________________________________________________________________ 

_______________________________________________________________________________ 

_______________________________________________________________________________ 

_______________________________________________________________________________ 

_______________________________________________________________________________ 

_______________________________________________________________________________ 

 

_________________ [Area Developer’s Initials] 

 

3. You acknowledge and agree that you must have open and in operation in the Development 

Area, pursuant to Franchise Agreements, that cumulative number of Costa Vida Restaurants set 

forth below as of each of the following dates:  

 

Cumulative Number of Costa Vida Restaurants     Date 

______________________________________    _________________ 

______________________________________    _________________ 

______________________________________    _________________ 

______________________________________    _________________ 

______________________________________    _________________ 

______________________________________    _________________ 

______________________________________    _________________ 

______________________________________    _________________ 

 

_________________ [Area Developer’s Initials] 

 

4. For purposes hereof, no Costa Vida Restaurants that are open and operating as of the date of 

this Agreement shall be counted for purposes of the Development Schedule. In addition, a Costa 

Vida Restaurant that is permanently closed after having been opened, other than as result of non-

compliance by you with the terms of the applicable Franchise agreement, shall be deemed open for 

a period of six months after the last day it was open for business, provided that: (i) during this 

period of time, you continuously and diligently take such actions as may be required to develop and 

open a substitute Costa Vida Restaurant within the Development Area pursuant to a new Franchise 

Agreement therefore; and (ii) by the end of this period you have the substitute Costa Vida 

Restaurant open and operating in compliance with the Franchise Agreement therefore.  

 

_________________ [Area Developer’s Initials] 
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5. The Development Fee shall be $______________ and is determined by multiplying Fifteen 

Thousand Dollars ($15,000) by the total number of Franchise Agreements to be entered into 

pursuant to this Agreement (the “Development Fee”). 

 

_________________ [Area Developer’s Initials] 

 

 

 

 

< Signatures on following page > 
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IN WITNESS WHEREOF, the undersigned have signed this Agreement on the date first above written. 

      

FRANCHISOR 

 

AREA DEVELOPER 

 

Costa Vida Management, LLC, 
a Utah limited liability company 

 

By:  CV Holdings, LC, a Utah limited liability 

company, its manager 

 

 

By: _____________________________ 

Print Name: Dave Rutter 

Title: President and CEO 

 

[AREA DEVELOPER NAME], 

[AREA DEVELOPER ENTITY 

TYPE] 

 

 

By: ______________________________________ 

Print Name: [AREA DEVELOPER 

SIGNATORY] 

Title: _____________________________________ 
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EXHIBIT A-1 

DEVELOPMENT AREA MAP 

 

 

(attach) 
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EXHIBIT B 

OWNERSHIP ADDENDUM TO AREA DEVELOPMENT AGREEMENT 

 

Costa Vida Management, LLC, a Utah limited liability company (“we”, “us”, the “Company” or 

“Franchisor”) and  [AREA DEVELOPER NAME], [AREA DEVELOPER 

ENTITY TYPE] (“you” or “Area Developer”) have, as of [EFFECTIVE DATE], 

entered into a certain Costa Vida® Area Development Agreement (“Area Development Agreement”) and 

desire to supplement its terms, as set out below. The parties therefore agree as follows: 

 

1. Operating Partner.  The name, home address, and social security number of the Operating Partner are 

as follows: 

 

NAME  HOME ADDRESS  SSN 

     

 

2. Entity Type of Area Developer. Area Developer is a [limited liability company / corporation / general 

partnership / limited partnership], which was [organized/formed] on the ___ day of 

_______________________, 20____, under the laws of the State of _____________________. Its Federal 

Employer Identification Number is __________________________. It has not conducted business under 

any name other than its [company/corporate/partnership] name. The following is a list of all of Area 

Developer’s [directors, officers or managers / general partners] as of [EFFECTIVE DATE]. 

NAME OF [DIRECTOR/OFFICER/MANAGER/GENERAL PARTNER]  POSITION 

   

   

   

 

3. Owners. Area Developer and each of its Owners represents and warrants that the following is a 

complete and accurate list of all Owners of Area Developer, including the full name, mailing address, and 

social security number of each Owner, and fully describes the nature and extent of each Owner’s interest in 

Area Developer. Area Developer and each Owner as to his/her ownership interest in Area Developer, 

represents and warrants that each Owner is the sole and exclusive legal beneficial owner of his/her 

ownership interest in Area Developer, free and clear of all liens, restrictions, agreements and encumbrances 

of any kind or nature, other than those required or permitted by the Agreement. 

 

 

OWNER’S NAME 

  

SSN 

  

OWNER’S ADDRESS 

 OWNERSHIP  

PERCENTAGE 

 

[OWNER #1]        

 

[OWNER #2]       

 

[OWNER #3]       

  

4. Change. You must immediately notify us in writing of any change in the information contained in this 

Addendum and, at our request, prepare and sign a new Addendum containing the correct information.  
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5. Date of Addendum. The date of this Addendum is [EFFECTIVE DATE]. 

 

< Signatures on following page >
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IN WITNESS WHEREOF, the undersigned have signed this Agreement on the date first above written. 

 

FRANCHISOR: 

 

AREA DEVELOPER: 

 

Costa Vida Management, LLC, 

a Utah limited liability company 

 

By:  CV Holdings, LC, a Utah limited liability 

company, its manager 

 

 

By: _____________________________ 

Print Name: Dave Rutter 

Title: President and CEO 

 

[AREA DEVELOPER NAME], 

[AREA DEVELOPER ENTITY 

TYPE] 

 

 

By: ______________________________________ 

Print Name: [AREA DEVELOPER 

SIGNATORY] 

Title: _____________________________________ 

 

 OWNERS: 

 

Signed: _______________________________ 

Print Name: [OWNER #1] 

 

 

Signed: _______________________________ 

Print Name: [OWNER #2] 

 

 

Signed: _______________________________ 

Print Name: [OWNER #3] 
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EXHIBIT C 

GUARANTY 

 

 In consideration of, and as an inducement to, the signing of a Costa Vida Area Development Agreement 

dated  [EFFECTIVE DATE] (the “Agreement”) by and between Costa Vida Management, 

LLC, a Utah limited liability company  (“Franchisor”) and [AREA DEVELOPER 

NAME], [AREA DEVELOPER ENTITY TYPE] (“Area Developer”), each of 

the undersigned owners of a ten percent (10%) or greater interest in Area Developer for themselves, their 

heirs, legal representatives, successors and assigns (each a “Guarantor”, and collectively the 

“Guarantors”) do hereby personally, unconditionally, individually, jointly and severally: (1) guarantee to 

Franchisor and to its successors and assigns, for the term of the Agreement and thereafter as provided in the 

Agreement, that Area Developer shall punctually pay and perform each and every undertaking, agreement 

and covenant set forth in the Agreement (and any modification or amendment to the Agreement) including 

the payment of all continuing license fees, marketing fees and all other fees and charges accruing pursuant 

to the Agreement and that each and every representation of Area Developer made in connection with the 

Agreement (and any modification or amendment to the Agreement) are true, correct and complete in all 

respects at and as of the time given; and (2) agree personally to be bound by, and personally liable for the 

breach of, each and every provision in the Agreement (and any modification or amendment to the 

Agreement). 

 

 Each of the Guarantors further agrees as follows: 

 

 1. The Guarantors, individually, jointly and severally, shall be personally bound by each and every 

condition and term contained in the Agreement as though each of the Guarantors had signed an area 

development agreement containing the identical terms and conditions of the Agreement, including the 

provisions relating to confidentiality and non-competition covenants. This Guaranty shall continue in favor 

of Franchisor notwithstanding any extension, modification, or alteration of the Agreement, and 

notwithstanding any assignment of the Agreement, with or without the Franchisor’s consent. No extension, 

modification, alteration or assignment of the Agreement shall in any manner release or discharge the 

Guarantors, and each of the Guarantors consents to any such extension, modification, alteration or 

assignment. 

 

 2. Each Guarantor’s liability under this Guaranty is primary and independent of the liability of Area 

Developer and any other Guarantors. Each Guarantor waives any right to require Franchisor to proceed 

against any other person or to proceed against or exhaust any security held by Franchisor at any time or to 

pursue any right of action accruing to Franchisor under the Agreement. Franchisor may proceed against 

each Guarantor and Area Developer, jointly and severally or may, at its option, proceed against each 

Guarantor without having commenced any action, or having obtained any judgment, against Area 

Developer or any other Guarantor. Each Guarantor waives the defense of the statute of limitations in any 

action under this Guaranty or for the collection of any indebtedness or the performance of any obligation 

guaranteed pursuant to this Guaranty. Each Guarantor waives any right that the undersigned may have to 

require that an action be brought against Area Developer or any other person as a condition of liability. 

Each Guarantor waives any and all other notices and legal or equitable defenses to which the undersigned 

may be entitled. 

 

 3. The Guarantors unconditionally, individually, jointly and severally agree to pay all attorneys’ fees 

and all costs and other expenses incurred in any collection or attempted collection of this Guaranty or in 

any negotiations relative to the obligations guaranteed or in enforcing this Guaranty against Area 

Developer. 

 

4. Each Guarantor waives notice of any demand by Franchisor, any notice of default in the 

payment of any amounts contained or reserved in the Agreement (and any modification or amendment to 
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the Agreement), or any other notice of default or nonperformance of any obligations under the Agreement. 

Each Guarantor waives protest and notice of default to any party with respect to indebtedness, default or 

nonperformance of any obligations under the Agreement (and any modification or amendment to the 

Agreement).  

 

Each Guarantor expressly agrees that the validity of this Guaranty and its obligations shall in no 

way be terminated, affected or impaired by reason of any waiver by Franchisor, or its successors or assigns, 

or the failure of Franchisor to enforce any of the terms, covenants or conditions of the Agreement or this 

Guaranty, or the granting of any indulgence or extension of time to Area Developer, all of which may be 

given or done without notice to the Guarantors. 

 

 5. This Guaranty shall extend, in full force and effect, to any assignee or successor of Franchisor and 

shall be binding upon the Guarantors and each of their respective successors and assigns. 

 

 6. Until all obligations of Area Developer to Franchisor have been paid or satisfied in full, the 

Guarantors have no remedy or right of subrogation and each Guarantor waives any right to enforce any 

remedy which Franchisor has or may in the future have against Area Developer and any benefit of, and any 

right to participate in, any security now or in the future held by Franchisor. 

 

 7. All existing and future indebtedness of Area Developer to each Guarantor is hereby subordinated to 

all indebtedness and other monetary obligations guaranteed in this Guaranty and, without the prior written 

consent of Franchisor, shall not be paid in whole or in part to any Guarantor, nor will any Guarantor accept 

any payment of or on account of any this indebtedness while this Guaranty is in effect, unless at the time of 

this payment, all indebtedness and other monetary obligations to Franchisor are current under the terms of 

the Agreement. 

 

 8. Each Guarantor consents and agrees that the undersigned shall render any payment or performance 

required under this Guaranty shall be joint and several. This liability shall not be diminished, relieved or 

otherwise affected by any extension of time, credit or other indulgence which the Franchisor may 

periodically grant to Area Developer or to any other person including the acceptance of any partial payment 

or performance or the compromise or release of any claims, none of which shall in any way modify or 

amend this Guaranty, which shall be continuing and irrevocable until satisfied in full. 

 

 9. Each Guarantor waives acceptance and notice of acceptance by Franchisor of the foregoing 

undertakings. Each Guarantor waives notice of any amendment to the Agreement.  

 

 10.  Each Guarantor hereby acknowledges that Franchisor or its affiliates may perform inquiries into 

each Guarantor’s credit history for purposes of enforcing or maintaining its rights under this Guaranty. 

Each Guarantor hereby authorizes, without reservation, all government agencies, institutions, information 

service bureaus, consumer reporting agencies, and other public records providers contacted by Franchisor 

or its affiliates to furnish such information upon request. 

 

 You and your owners irrevocably submit to the jurisdiction of the courts of the State of Utah in any suit, 

action or proceeding, arising out of or relating to this Guaranty or any other dispute between you and us, 

and you irrevocably agree that all claims in respect of any such suit, action or proceeding must be brought 

and/or defended except with respect to matters that are under the exclusive jurisdiction of the federal courts 

of the United States, which shall be brought and/or defended in the federal district court sitting in Salt Lake 

City, Utah. You irrevocably waive, to the fullest extent you may lawfully do so, the defense of an 

inconvenient forum to the maintenance of this suit, action, or proceeding and agree that service of process 

for purposes of any such suit, action, or proceeding need not be personally served or served within the State 

of Utah, by certified mail or any other means permitted by law addressed to you at the address set forth 

herein. Nothing contained herein shall affect our rights to bring a suit, action or proceeding in any other 
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appropriate jurisdiction, including any suit, action or proceeding brought by us to enforce any judgment 

against you entered by a state or federal court. 

 

 

< Signatures on following page > 

 

 

 

IN WITNESS WHEREOF, each of the undersigned has hereunto affixed his/her signature to be effective as 

of [EFFECTIVE DATE]. 

 

 

 GUARANTORS 

 

 

 

Signed: _______________________________ 

Print Name: [OWNER #1] 

 

 

Signed: _______________________________ 

Print Name: [OWNER #2] 

 

 

Signed: _______________________________ 

Print Name: [OWNER #3] 
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EXHIBIT D 

INVESTOR PERSONAL COVENANTS REGARDING  

CONFIDENTIALITY & NON-COMPETITION 

 

In conjunction with your investment in [AREA DEVELOPER NAME], [AREA 

DEVELOPER ENTITY TYPE] (“Area Developer”), you (“Investor” or “you”), 

acknowledge and agree as follows for the benefit of Costa Vida Management, LLC, a Utah limited liability 

company (“Costa Vida”): 

 

1. Area Developer owns and operates, or is developing, Costa Vida Restaurants located or to be located in 

or about [DEVELOPMENT AREA] pursuant to an Area Development Agreement dated 

[EFFECTIVE DATE] (“Area Development Agreement”) with Costa Vida, which Area 

Development Agreement requires persons with legal or beneficial ownership interests in Area 

Developer under certain circumstances to be personally bound by the confidentiality and non-

competition covenants contained in the Area Development Agreement. All capitalized terms contained 

herein shall have the same meaning set forth in the Area Development Agreement. 

 

2. You own or intend to own the percentage legal or beneficial ownership interest in Area Developer, set 

forth beneath your signature below, and acknowledge as set forth below your signature and agree that 

your signing of this Agreement is a condition to such ownership interest and that you have received 

good and valuable consideration for signing this Agreement. Costa Vida may enforce this Agreement 

directly against you and your Owners (as defined below). 

 

3. If you are a corporation, partnership, limited liability company or other entity, all persons who have a 

legal or beneficial interest in you (“Owners”) must also sign this Agreement. 

 

4. You and your Owners, if any, may gain access to parts of Costa Vida’s Confidential Information (as 

defined in the Area Development Agreement) as a result of investing in Area Developer. The 

Confidential Information is proprietary and includes Costa Vida’s trade secrets. You and your Owners 

hereby agree that while you and they have a legal or beneficial ownership interest in Area Developer 

and thereafter you and they: (a) will not use the Confidential Information in any other business or 

capacity (this use being an unfair method of competition); (b) will maintain the confidentiality of the 

Confidential Information; and (c) will not make unauthorized copies of any portion of the Confidential 

Information disclosed in written, electronic or other form. If you or your Owners cease to have an 

interest in Area Developer, you and your Owners, if any, must deliver to Costa Vida any of this 

Confidential Information in your or their possession or control. 

 

5. During the term of the Area Development Agreement and during such time as you and your Owners, if 

any, have any legal or beneficial ownership interest in Area Developer, you and your Owners, if any, 

agree that you and they will not, without Costa Vida’s written consent (which consent may be withheld 

at Costa Vida’s discretion) directly or indirectly (such as through an affiliate or through your or their 

immediate families) own any legal or beneficial interest in, or render services or give advice in 

connection with: (a) any Competitive Business (as defined in the Area Development Agreement) 

located anywhere; or (b) any entity located anywhere which grants franchises, or licenses to others to 

operate any Competitive Business. 

 

6. For a period of two years, starting on the earlier to occur of the date you or your Owners cease to have 

any legal or beneficial ownership interest in Area Developer and the effective date of termination or 

expiration (without renewal) of the Area Development Agreement, neither you nor any of your Owners 

directly or indirectly (such as through an Affiliate or through you or their immediate families) shall 

own a legal or beneficial interest in, or render services or give advice to: (a) any Competitive Business 
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operating within a radius of five miles of any Costa Vida Restaurant then in operation or under 

construction;(b) any entity which grants franchises or licenses other interests to others to operate any 

Competitive Business; or (c) recruit or hire any person who is an employee of yours, ours or of any 

Costa Vida Restaurant operated by us, our Affiliates or any Area Developer of ours without obtaining 

the employer’s consent, which consent may be withheld for any reason. If you or any of your Owners 

fail to or refuse to abide by any of the foregoing covenants and Costa Vida obtains enforcement in a 

judicial proceeding, the obligations under the breached covenant will continue in effect for a period of 

time ending two years after the date of the order enforcing the covenant. 

 

7. You and each of your Owners expressly acknowledge the possession of skills and abilities of a general 

nature and the opportunity to exploit these skills in other ways, so that enforcement of the covenants 

contained in Paragraphs 5 and 6 above will not deprive any of you of your personal goodwill or ability 

to earn a living. If any covenant herein which restricts competitive activity is deemed unenforceable by 

virtue of its scope or in terms of geographic area, type of business activity prohibited and/or length of 

time, but could be rendered enforceable by reducing any part or all of it, you and we agree that it will 

be enforceable to the fullest extent permissible under applicable law and public policy. In addition to 

relief as may be available at equity or law, Costa Vida may obtain in any court of competent 

jurisdiction any injunctive relief, including temporary restraining orders and preliminary injunctions, 

against conduct or threatened conduct for which no adequate remedy at law may be available or which 

may cause it irreparable harm. You and each of your Owners acknowledge that any violation of 

Paragraphs 4, 5, or 6 hereof would result in irreparable injury for which no adequate remedy at law 

may be available. If Costa Vida files a claim to enforce this Agreement and prevails in such 

proceeding, you must reimburse Costa Vida for all its costs and expenses, including reasonable 

attorneys’ fees. 

 

8. This agreement does not supersede or cancel any prior understandings and agreements you and your 

Owners had with respect to these matters, including any provision of the Area Development Agreement 

and any agreement previously entered into with Costa Vida or its affiliates pertaining to confidentiality. 

You and your Owners have read this agreement thoroughly, understand it, and sign it freely and 

voluntarily. 

 

 

 

< Signatures on following page >
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IN WITNESS WHEREOF, the undersigned have signed this Agreement as of the date first above written. 

 

INVESTOR OWNERS 

 

 

Signed: ________________________________ 

Print Name: ________________________ 

 

Ownership Percentage: _______% 

 

 

Signed: _______________________________ 

Print Name: [OWNER #1] 

 

 

Signed: _______________________________ 

Print Name: [OWNER #2] 

 

 

Signed: _______________________________ 

Print Name: [OWNER #3] 
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EXHIBIT E 

STATE-SPECIFIC ADDENDA TO AREA DEVELOPMENT AGREEMENT 

 

 The following modifications may supersede certain portions of the Area Development Agreement dated 

[EFFECTIVE DATE]. 

 

 The following states have statutes that may supersede the Area Development Agreement in your 

relationship with us, including the areas of termination and renewal of your franchise: ARKANSAS [Stat. 

Section 70-807], CALIFORNIA [Bus. & Prof. Code Sections 20000-20043], CONNECTICUT [Gen. Stat. 

Section 42-133e et seq.], DELAWARE [Code, Tit. 6, Ch. 25, Sections 2551-2556], HAWAII [Rev. Stat. 

Section 482E-1], ILLINOIS [Rev. Stat. 815 ILCS 705/19 and 705/20], INDIANA [Stat. Sections 23-2-2.7 and 

23-2-2.5], IOWA [Code Sections 523H.1-523H.17], MARYLAND [Maryland Franchise Registration and 

Disclosure Law, MD. Code Ann., Bus. Reg. Sections 14-201 to 14-233 (2004 Repl. Vol.)], MICHIGAN [Stat. 

Section 19.854(27)], MINNESOTA [Stat. Section 80C.14], MISSISSIPPI [Code Section 75-24-51], 

MISSOURI [Stat. Section 407.400], NEBRASKA [Rev. Stat. Section 87-401], NEW JERSEY [Stat. Section 

56.10-1], SOUTH DAKOTA [Codified Laws Chapter 37-5B], VIRGINIA [Code 13.1-517-574], 

WASHINGTON [Code Section 19.100.180], WISCONSIN [Stat. Section 135.03]. These and other states may 

have court decisions that may supersede the Area Development Agreement in your relationship with us 

including the areas of termination and renewal of your franchise. 

 

 

CALIFORNIA 

 

 The California Franchise Investment Law requires that a copy of all proposed agreements relating to 

the sale of the franchise be delivered together with the FDD.  

 

 Neither we, nor any person or franchise broker disclosed in Item 2 of the FDD is subject to any 

currently effective order of any national securities association or national securities exchange, as defined in the 

Securities Exchange Act of 1934, 15 U.S.C.A. 78a et seq., suspending or expelling these persons from 

membership in this association or exchange. 

 

 California Business and Professions Code Sections 20000 through 20043 provide rights to you 

concerning termination or non-renewal of a franchise. If the Area Development Agreement contains a 

provision that is inconsistent with the law, the law will control.  

 

 Prospective franchisees are encouraged to consult private legal counsel to determine the applicability of 

California and federal laws (such as Business and Professions Code Section 20040.5, Code of Civil Procedure 

Section 1281, and the Federal Arbitration Act) to any provisions of a franchise agreement restricting venue to a 

forum outside the State of California. 

 

 The Area Development Agreement contains a covenant not to compete which extends beyond the 

termination of the franchise. This provision may not be enforceable under California law. 

 

 The Area Development Agreement requires application of the laws of the State of Utah. This provision 

may not be enforceable under California law. 

 

 The following paragraph is added to ITEM 19 of the Franchise Disclosure Document: 

 

The earnings claims figures do not reflect the costs of sales, operating expenses or 

other costs or expenses that must be deducted from the gross revenue or gross sales 

figure to obtain your net income or net profit. You should conduct an independent 
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investigation of the costs and expenses you will incur in operating your franchised 

business. Franchisees or former franchisees listed in the Franchise Disclosure 

Document may be one source of this information. 

 

 Costa Vida’s Uniform Resource Locator (“URL”) address for locating its internet website is: 

http://www.costavida.com. OUR WEBSITE HAS NOT BEEN REVIEWED OR APPROVED BY THE 

CALIFORNIA DEPARTMENT OF CORPORATIONS. ANY COMPLAINTS CONCERNING THE 

CONTENT OF THIS WEBSITE MAY BE DIRECTED TO THE CALIFORNIA DEPARTMENT OF 

CORPORATIONS at www.corp.ca.gov. 

 

 THE CALIFORNIA SECTION OF THIS ADDENDUM APPLIES ONLY TO AREA 

DEVELOPERS WHO ARE RESIDENTS OF CALIFORNIA OR WHO LOCATE THEIR 

FRANCHISES IN CALIFORNIA. 

 

HAWAII 

 

 1. The following list reflects the status of our franchise registrations in the states which have franchise 

registration and/or disclosure laws:  

 

This renewal registration is not currently effective in any state.  

 

This proposed registration is on file with or will shortly be on file with the States of 

Minnesota, North Dakota, and South Dakota. 

 

An Application/Notice of Exemption is on file or will be shortly on file with the States of 

California, Illinois, Indiana, New York and Washington. 

 

There are no states which have revoked or suspended the right to offer these franchises. 

 

 2. The Area Development Agreement has been amended as follows: 

 

The Hawaii Franchise Investment Law provides rights to the Area Developer concerning 

non-renewal, termination and transfer of the Area Development Agreement. If the Area 

Development Agreement, and more specifically, Sections 2, 8 and 9 contain a provision 

that is inconsistent with the Hawaii Franchise Investment Law, the Hawaii Franchise 

Investment Law will control. 

 

Section 8(B)(8) of the Area Development Agreement requires Area Developers to sign a 

general release as a condition of transfer of the Area Development Agreement; this release 

shall exclude claims arising under the Hawaii Franchise Investment Law. 

 

Section 9A(i) of the Area Development Agreement, which terminates the Area 

Development Agreement upon the bankruptcy of the Area Developer may not be 

enforceable under federal bankruptcy law (11 U.S.C. Section 101, et seq.). 

 

 3. The Receipt Pages are amended to add the following: 

 

THIS AREA DEVELOPMENT AGREEMENT WILL BE/HAVE BEEN FILED UNDER 

THE FRANCHISE INVESTMENT LAW OF THE STATE OF HAWAII. FILING DOES 

NOT CONSTITUTE APPROVAL, RECOMMENDATION OR ENDORSEMENT BY 

THE DIRECTOR OF COMMERCE AND CONSUMER AFFAIRS OR A FINDING BY 

THE DIRECTOR OF COMMERCE AND CONSUMER AFFAIRS THAT THE 

INFORMATION PROVIDED HEREIN IS TRUE, COMPLETE AND NOT 

MISLEADING. 

http://www.corp.ca.gov/
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THE FRANCHISE INVESTMENT LAW MAKES IT UNLAWFUL TO OFFER OR SELL 

ANY FRANCHISE IN THIS STATE WITHOUT FIRST PROVIDING TO THE 

PROSPECTIVE AREA DEVELOPER, OR SUBFRANCHISOR, AT LEAST SEVEN 

DAYS BEFORE THE SIGNING BY THE PROSPECTIVE AREA DEVELOPER, OF 

ANY BINDING FRANCHISE OR OTHER AGREEMENT, OR AT LEAST SEVEN 

DAYS BEFORE THE PAYMENT OF ANY CONSIDERATION BY THE AREA 

DEVELOPER, OR SUBFRANCHISOR, WHICHEVER OCCURS FIRST, A COPY OF 

THE DISCLOSURE DOCUMENT, TOGETHER WITH A COPY OF ALL PROPOSED 

AGREEMENTS RELATING TO THE SALE OF THE FRANCHISE. 

 

THIS DISCLOSURE DOCUMENT CONTAINS A SUMMARY ONLY OF CERTAIN 

MATERIAL PROVISIONS OF THE AREA DEVELOPMENT AGREEMENT AND THE 

CONTRACT OR AGREEMENT SHOULD BE REFERRED TO FOR A STATEMENT 

OF ALL RIGHTS, CONDITIONS, RESTRICTIONS AND OBLIGATIONS OF BOTH 

THE FRANCHISOR AND THE AREA DEVELOPER. 

 

 THE HAWAII SECTION OF THIS ADDENDUM APPLIES ONLY TO AREA 

DEVELOPERS WHO ARE RESIDENTS OF HAWAII OR WHO LOCATE THEIR FRANCHISES 

IN HAWAII. 

 

ILLINOIS 

 

 THE AREA DEVELOPMENT AGREEMENT MAY STATE THAT YOU MUST MEET CERTAIN 

MINIMUM PERFORMANCE SALES REQUIREMENTS. IF YOU DO NOT MEET THESE 

REQUIREMENTS YOUR AREA DEVELOPMENT AGREEMENT CAN BE TERMINATED BY COSTA 

VIDA. This provision may be affected by Illinois Law, 815 ILCS §§ 705/4 and 705/41. 

 

 Section 9 of the Area Development Agreement is amended, if required by law, to state: 

 

“The conditions under which your franchise can be terminated and your rights upon 

non-renewal may be affected by Illinois Law, 815 ILCS §§ 705/19 and 705/20.” 

 

 Sections 11 and 12F and any other choice of law, venue and jurisdictions provisions in the Area 

Development Agreement are amended, if required by law, to include the following: 

 

“Provisions regarding jurisdiction and venue and choice of law may be affected by 

Illinois law, 815 ILCS §§ 705/4 and 705/41, respectively.” 

 

“Notwithstanding anything in this Agreement to the contrary, EXCEPT IF 

GOVERNED BY THE FEDERAL ARBITRATION ACT, THE UNITED STATES 

TRADEMARK ACT OF 1946 (LANHAM ACT, 15 U.S.C. SECTIONS 1051 ET 

SEQ.) OR OTHER FEDERAL LAW OR MATTERS ARISING UNDER 

SECTION 4 OF THE ILLINOIS FRANCHISE DISCLOSURE ACT WHICH 

SHALL BE GOVERNED THEREBY, THIS AGREEMENT, THE FRANCHISE 

AND THE RELATIONSHIP BETWEEN COMPANY AND AREA DEVELOPER 

SHALL BE GOVERNED BY THE LAWS OF THE STATE OF UTAH, EXCEPT 

THAT (A) THE UTAH BUSINESS OPPORTUNITY DISCLOSURE ACT AND 

ANY OTHER STATE LAW RELATING TO (1) THE OFFER AND SALE OF 

FRANCHISES, (2) FRANCHISE RELATIONSHIPS OR (3) BUSINESS 

OPPORTUNITIES, SHALL NOT APPLY UNLESS THE APPLICABLE 

JURISDICTIONAL REQUIREMENTS ARE MET INDEPENDENTLY 

WITHOUT REFERENCE TO THIS PARAGRAPH; and (B) THE 

ENFORCEABILITY OF THOSE PROVISIONS OF THIS AGREEMENT WHICH 
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RELATE TO RESTRICTIONS ON YOUR COMPETITIVE ACTIVITIES WILL 

BE GOVERNED BY THE LAWS OF THE STATE IN WHICH YOUR 

BUSINESS IS LOCATED.” 

 

SPECIFICALLY, PROVISIONS REGARDING JURISDICTION AND VENUE 

AND CHOICE OF LAW MAY BE AFFECTED BY ILLINOIS LAW, 815 ILCS §§ 

705/4 AND 705/41, RESPECTIVELY, AND RULE SECTION 200.608 OF THE 

RULES AND REGULATIONS PROMULGATED PURSUANT TO THE 

ILLINOIS FRANCHISE DISCLOSURE ACT.” 

 

 No provision in the Area Development Agreement shall be construed to mean that you may not rely 

on representations in the Costa Vida Disclosure Document that we provided to you in connection with the 

offer and purchase of your franchise. 

 

 Section 41 of the Illinois Franchise Disclosure Act states that “any condition, stipulation, or 

provision purporting to bind any person acquiring any franchise to waive compliance with any provision of 

this Act is void.” 

 

 THE ILLINOIS SECTION OF THIS ADDENDUM APPLIES ONLY TO AREA 

DEVELOPERS WHO ARE RESIDENTS OF ILLINOIS OR WHO LOCATE THEIR 

FRANCHISES IN ILLINOIS. 

 

MARYLAND 

 

 The Disclosure Document is amended to state: 

 

“Costa Vida has not registered the trademark, servicemark/logo in the State of 

Maryland. You must register the name “Costa Vida Association” as a dba for the 

entity operating the franchise in the state where the franchise marketing area is 

located.” 

 

 Section 8(B)(8) of the Area Development Agreement is amended to state: 

 

“Any release signed in connection with the Area Development Agreement is not 

intended to, nor shall it act as a release, estoppel or waiver of any liability incurred 

under the Maryland Franchise Registration and Disclosure Law.” 

 

 Sections 11 and 12(F) of the Area Development Agreement are amended to state: 

 

“Notwithstanding anything in this Agreement to the contrary, EXCEPT IF 

GOVERNED BY THE FEDERAL ARBITRATION ACT, THE UNITED STATES 

TRADEMARK ACT OF 1946 (LANHAM ACT, 15 U.S.C. SECTIONS 1051 ET 

SEQ.) OR OTHER FEDERAL LAW OR MATTERS ARISING UNDER THE 

MARYLAND FRANCHISE REGISTRATION AND DISCLOSURE LAW 

WHICH SHALL BE GOVERNED THEREBY, THIS AGREEMENT AND THE 

RELATIONSHIP BETWEEN YOU AND US WILL BE GOVERNED BY THE 

LAWS OF THE STATE OF UTAH, EXCEPT THAT THE UTAH BUSINESS 

OPPORTUNITY DISCLOSURE ACT AND ANY OTHER STATE LAW 

RELATING TO (1) THE OFFER AND SALE OF FRANCHISES, (2) 

FRANCHISE RELATIONSHIPS, OR (3) BUSINESS OPPORTUNITIES, WILL 

NOT APPLY UNLESS THE APPLICABLE JURISDICTIONAL 

REQUIREMENTS ARE MET INDEPENDENTLY WITHOUT REFERENCE TO 

THIS PARAGRAPH. YOU MAY BRING A LAWSUIT IN MARYLAND FOR 
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CLAIMS ARISING UNDER THE MARYLAND FRANCHISE REGISTRATION 

AND DISCLOSURE LAW.” 

 

“Any claims arising under the Maryland Franchise Registration and Disclosure Law 

must be brought within 3 years after the grant of your franchise.” 

 

“Any limitation of claims provisions shall not act to reduce the three year statute of 

limitations afforded an Area Developer for bringing a claim arising under the 

Maryland Franchise Registration and Disclosure Law.” 

 

 The Disclosure Document and Area Development Agreement are amended as follows: 

 

“Any provision in the Area Development Agreement restricting jurisdiction or 

venue to a forum outside of Maryland or requiring the application of the laws of 

another state is void with respect to a claim arising under the Maryland Franchise 

Registration and Disclosure Law.” 

 

“Any claims under the Maryland Franchise Registration and Disclosure law may be 

brought in the State of Maryland.” 

 

“Pursuant to COMAR 02.02.0816L, the general release required as a condition of 

renewal, sale and/or assignment/transfer will not apply to any liability under the 

Maryland Franchise Registration and Disclosure Law.” 

 

“Any provision in the Area Development Agreement or the agreements attached as 

appendices that requires you to disclaim the occurrence and/or acknowledge the 

non-occurrence of acts that would constitute a violation of the Maryland Franchise 

Registration and Disclosure Law is not intended to nor will it act as a release, 

estoppel or waiver of any liability incurred under the Maryland Franchise 

Registration and Disclosure Law.” 

 

“Your acknowledgement and representations are not intended to nor shall they act as 

a release, estoppel or waiver of any liability incurred under the Maryland Franchise 

Registration and Disclosure Law.” 

 

 THE MARYLAND SECTION OF THIS ADDENDUM APPLIES ONLY TO AREA 

DEVELOPERS WHO ARE RESIDENTS OF MARYLAND OR WHO LOCATE THEIR 

FRANCHISES IN MARYLAND. 

 

MICHIGAN 

 

 THE STATE OF MICHIGAN PROHIBITS CERTAIN UNFAIR PROVISIONS THAT ARE 

SOMETIMES IN FRANCHISE DOCUMENTS. IF ANY OF THE FOLLOWING PROVISIONS ARE 

IN THESE FRANCHISE DOCUMENTS, THE PROVISIONS ARE VOID AND CANNOT BE 

ENFORCED AGAINST YOU. 

 

 Each of the following provisions is void and unenforceable if contained in any documents relating to a 

franchise: 

 

(a) A prohibition on your right to join an association of franchisees. 

 

(b) A requirement that you assent to a release, assignment, novation, waiver, or estoppel which 

deprives you of rights and protections provided in this act. This shall not preclude you, after 

entering into an Area Development Agreement, from settling any and all claims. 
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(c) A provision that permits us to terminate a franchise before the expiration of its term except for 

good cause. Good cause shall include your failure to comply with any lawful provision of the 

Area Development Agreement and to cure this failure after being given written notice thereof 

and a reasonable opportunity, which in no event need be more than 30 days, to cure this 

failure. 

 

(d) A provision that permits us to refuse to renew your franchise without fairly compensating you 

by repurchase or other means for the fair market value at the time of expiration of your 

inventory, supplies, equipment, fixtures, and furnishings. Personalized materials which have 

no value to us and inventory, supplies, equipment, fixtures, and furnishings not reasonably 

required in the conduct of the franchise business are not subject to compensation. This 

subsection applies only if: (i) the term of the franchise is less than 5 years and (ii) you are 

prohibited by the franchise or other agreement from continuing to conduct substantially the 

same business under another trademark, service mark, trade name, logotype, advertising, or 

other commercial symbol in the same area subsequent to the expiration of the franchise or you 

do not receive at least 6 months advance notice of our intent not to renew the franchise. 

 

(e) A provision that permits us to refuse to renew an Area Development Agreement on terms 

generally available to other area developers of the same class or type under similar 

circumstances. This section does not require a renewal provision. 

 

(f) A provision requiring that arbitration or litigation be conducted outside this state. This shall 

not preclude you from entering into an agreement, at the time of arbitration, to conduct 

arbitration at a location outside this state. 

 

(g) A provision which permits us to refuse to permit a transfer of ownership of a franchise, except 

for good cause. This subdivision does not prevent us from exercising a right of first refusal to 

purchase the franchise. Good cause shall include, but is not limited to: 

 

(i) The failure of the proposed transferee to meet our then-current reasonable 

qualifications or standards. 

 

(ii) The fact that the proposed transferee is a competitor of us or our subfranchisor. 

 

(iii) The unwillingness of the proposed transferee to agree in writing to comply with all 

lawful obligations. 

 

(iv) You or your proposed transferee’s failure to pay any sums owing to us or to cure any 

default in the Area Development Agreement existing at the time of the proposed 

transfer. 

 

(h) A provision that requires you to resell to us items that are not uniquely identified with us. This 

subdivision does not prohibit a provision that grants to us a right of first refusal to purchase 

the assets of a franchise on the same terms and conditions as a bona fide third party willing 

and able to purchase those assets, nor does this subdivision prohibit a provision that grants us 

the right to acquire the assets of a franchise for the market or appraised value of these assets if 

you have breached the lawful provisions of the Area Development Agreement and have failed 

to cure the breach in the manner provided in subdivision (c). 

 

(i) A provision which permits us to directly or indirectly convey, assign, or otherwise transfer our 

obligations to fulfill contractual obligations to you unless provision has been made for 

providing the required contractual services. 
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THE FACT THAT THERE IS A NOTICE OF THIS OFFERING ON FILE WITH THE ATTORNEY 

GENERAL DOES NOT CONSTITUTE APPROVAL, RECOMMENDATION, OR ENDORSEMENT 

BY THE ATTORNEY GENERAL. 

 

ESCROW REQUIREMENTS (IF ANY): ________________________________________ 

 

Any questions regarding this notice should be directed to: 

 

State of Michigan 

Department of Attorney General 

Consumer Protection Division 

Attn: Franchise 

670 Law Building 

Lansing, Michigan 48913 

Telephone Number: (517) 373-7117 

 

 THE MICHIGAN SECTION OF THIS ADDENDUM APPLIES ONLY TO AREA 

DEVELOPERS WHO ARE RESIDENTS OF MICHIGAN OR WHO LOCATE THEIR 

FRANCHISES IN MICHIGAN. 

 

MINNESOTA 

 

 If required by law, the Area Development Agreement is modified as follows:  

 

Any release signed in connection with the Area Development Agreement shall not 

apply to any claims arising under Minnesota Statutes 1973 Supplement, Sections 

80C.01 to 80C.22, providing that an area developer cannot be required to assent to a 

release, assignment, or waiver that would relieve any person from liability imposed 

by such statutes; provided, however that this shall not bar the voluntary settlement 

of disputes. 

 

With respect to the franchises governed by Minnesota law, we will comply with 

Minnesota Statutes Sec. 80C.14, subdivisions 3, 4 and 5 which require, except in 

certain specific cases, that we give you 90 days notice of termination (with 60 days 

to cure) and 180 days notice for non-renewal of the Area Development Agreement. 

If Franchisor fails to give notice, the Area Development Agreement shall remain in 

effect from month to month until Franchisor has given the required notice. 

 

Minnesota Statutes Sec. 80C.21 and Minnesota Rule 2860.4400J prohibit us from 

requiring litigation to be conducted outside Minnesota. In addition, nothing in the 

Area Development Agreement can abrogate or reduce any of your rights as provided 

for in Minnesota Statutes, Chapter 80C, or your rights to a jury trial or any 

procedure, forum, or remedies provided for by the laws of the jurisdiction. 

 

Minnesota Rule 2860.4400J also prohibits us from asking you to consent to the 

Franchisor obtaining injunctive relief. We may merely seek injunctive relief. Also, it 

is up to a court to determine if a bond is required. 

 

Provided that you are in compliance with the terms and conditions of the Area 

Development Agreement, we will comply with Minnesota Statutes Sec. 80C.12, 

Subd.1(g) which requires that the franchisor protect the area developer’s right to use 

the trademarks, service marks, tradenames, logotypes or other commercial symbols 

and/or indemnify the franchisee from any loss, costs or expenses arising out of any 

claim, suit or demand regarding the use of the name. 
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We will also comply with the requirements of Minnesota Statutes Sec. 80C.17, 

Subd. 5, which requires that any action commenced under Section 80C.17 be 

commenced within 3 years after the cause of action accrues.  

 

 THE MINNESOTA SECTION OF THIS ADDENDUM APPLIES ONLY TO AREA 

DEVELOPERS WHO ARE RESIDENTS OF MINNESOTA OR WHO LOCATE THEIR 

FRANCHISES IN MINNESOTA. 

 

NORTH DAKOTA 

 

 Sections of the Disclosure Document and Area Development Agreement providing for resolution of 

disputes to be outside North Dakota may not be enforceable under Section 51-19-09 of the North Dakota 

Franchise Investment Law, and are amended accordingly if required by law. 

 

 Sections of the Disclosure Document and Area Development Agreement relating to choice of law, 

may not be enforceable under Section 51-19-09 of the North Dakota Franchise Investment Law, and are 

amended accordingly if required by law. 

 

 Sections of the Disclosure Document and Area Development Agreement requiring you to sign a 

general release upon renewal of the Area Development Agreement may not be enforceable under Section 51-

19-09 of the North Dakota Franchise Investment Law, and are amended accordingly if required by law. 

 

 Sections of the Disclosure Document and Area Development Agreement stipulating that you shall pay 

all costs and expenses incurred by us in enforcing the Area Development Agreement may not be enforceable 

under Section 51-19-09 of the North Dakota Franchise Investment Law, and are amended accordingly if 

required by law. 

 

 Sections of the Area Development Agreement requiring you to consent to a waiver of trial by jury may 

not be enforceable under Section 51-19-09 of the North Dakota Franchise Investment Law, and are amended if 

required by law. 

 

 Sections of the Area Development Agreement requiring you to consent to a waiver of exemplary and 

punitive damages may not be enforceable under Section 51-19-09 of the North Dakota Franchise Investment 

Law, and are amended if required by law. 

 

 THE NORTH DAKOTA SECTION OF THIS ADDENDUM APPLIES ONLY TO AREA 

DEVELOPERS WHO ARE RESIDENTS OF NORTH DAKOTA OR WHO LOCATE THEIR 

FRANCHISES IN NORTH DAKOTA. 

 

RHODE ISLAND 

 

 § 19-28.1-14 of the Rhode Island Franchise Investment Act provides that “A provision in a 

franchise agreement restricting jurisdiction or venue to a forum outside this state or requiring the 

application of the laws of another state is void with respect to a claim otherwise enforceable under this 

Act.” The Area Development Agreement is amended accordingly if required by law. 

 

 THE RHODE ISLAND SECTION OF THIS ADDENDUM APPLIES ONLY TO AREA 

DEVELOPERS WHO ARE RESIDENTS OF RHODE ISLAND OR WHO LOCATE THEIR 

FRANCHISES IN RHODE ISLAND. 

 

VIRGINIA 
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Pursuant to § 13.1-564 of the Virginia Retail Franchising Act, it is unlawful for a franchisor to use 

undue influence to induce a franchisee to surrender any right given to him under the franchise. If any 

provision of the Area Development Agreement involves the use of undue influence by the franchisor to 

induce a franchisee to surrender any rights given to him under the franchise, that provision may not be 

enforceable. 

 Pursuant to Section 13.1-564 of the Virginia Retail Franchising Act, it is unlawful for a franchisor to 

cancel a franchise without reasonable cause. If any grounds for default or termination stated in the Area 

Development Agreement does not constitute “reasonable cause”, as that term may be defined in the 

Virginia Retail Franchising Act or the laws of Virginia, that provision may not be enforceable. 

 

 THE VIRGINIA SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES 

WHO ARE RESIDENTS OF VIRGINIA OR WHO LOCATE THEIR FRANCHISES IN 

VIRGINIA. 

 

WASHINGTON 

 

In the event of a conflict of laws, the provisions of the Washington Franchise Investment Protection Act, 

Chapter 19.100 RCW will prevail. 

 

RCW 19.100.180 may supersede the franchise agreement in your relationship with the franchisor including 

the areas of termination and renewal of your franchise. There may also be court decisions which may 

supersede the franchise agreement in your relationship with the franchisor including the areas of 

termination and renewal of your franchise. 

 

In any arbitration or mediation involving a franchise purchased in Washington, the arbitration or mediation 

site will be either in the state of Washington, or in a place mutually agreed upon at the time of the 

arbitration or mediation, or as determined by the arbitrator or mediator at the time of arbitration or 

mediation. In addition, if litigation is not precluded by the franchise agreement, a franchisee may bring an 

action or proceeding arising out of or in connection with the sale of franchises, or a violation of the 

Washington Franchise Investment Protection Act, in Washington. 

 

A release or waiver of rights executed by a franchisee may not include rights under the Washington 

Franchise Investment Protection Act or any rule or order thereunder except when executed pursuant to a 

negotiated settlement after the agreement is in effect and where the parties are represented by independent 

counsel. Provisions such as those which unreasonably restrict or limit the statute of limitations period for 

claims under the Act, or rights or remedies under the Act such as a right to a jury trial, may not be 

enforceable. 

 

Transfer fees are collectable to the extent that they reflect the franchisor’s reasonable estimated or actual 

costs in effecting a transfer. 

 

Pursuant to RCW 49.62.020, a noncompetition covenant is void and unenforceable against an employee, 

including an employee of a franchisee, unless the employee’s earnings from the party seeking enforcement, 

when annualized, exceed $100,000 per year (an amount that will be adjusted annually for inflation). In 

addition, a noncompetition covenant is void and unenforceable against an independent contractor of a 

franchisee under RCW 49.62.030 unless the independent contractor’s earnings from the party seeking 

enforcement, when annualized, exceed $250,000 per year (an amount that will be adjusted annually for 

inflation). As a result, any provisions contained in the franchise agreement or elsewhere that conflict with 

these limitations are void and unenforceable in Washington. 

  

RCW 49.62.060 prohibits a franchisor from restricting, restraining, or prohibiting a franchisee from (i) 

soliciting or hiring any employee of a franchisee of the same franchisor or (ii) soliciting or hiring any 
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employee of the franchisor. As a result, any such provisions contained in the franchise agreement or 

elsewhere are void and unenforceable in Washington. 

 

The undersigned does hereby acknowledge receipt of this addendum. 

 

Dated this _____ day of ___________ 20___.  

 

FRANCHISOR: 

 

 

_________________________ 

 

 

 THE WASHINGTON SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES 

WHO ARE RESIDENTS OF WASHINGTON OR WHO LOCATE THEIR FRANCHISES IN 

WASHINGTON 

 

WISCONSIN 
 

 Item 17 of the Disclosure Document is amended to add the following: 

 

The Wisconsin Fair Dealership Law Title XIV-A Ch. 135, Section 135.01-135.07 may affect the 

termination provision of the Franchise Agreement and the Area Development Agreement. 

 

 THE WISCONSIN SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES 

WHO ARE RESIDENTS OF WISCONSIN OR WHO LOCATE THEIR FRANCHISES IN 

WISCONSIN. 

 

< Signatures on following page > 
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ACKNOWLEDGMENT: 

 

 It is agreed that the applicable foregoing state law addendum, if any, supersedes any inconsistent portion of 

the Area Development Agreement dated [EFFECTIVE DATE]. Except in the State of Maryland, this 

State Addenda applies only if required by applicable state law. 

 

 DATED [EFFECTIVE DATE]. 

 

 

FRANCHISOR AREA DEVELOPER 

 

Costa Vida Management, LLC, 

a Utah limited liability company 

 

By:  CV Holdings, LC, a Utah limited liability 

company, its manager 

 

 

By: _____________________________ 

Print Name: Dave Rutter 

Title: President and CEO 

 

[AREA DEVELOPER NAME], 

[AREA DEVELOPER ENTITY 

TYPE] 

 

 

By: _______________________________ 

Print Name: [AREA DEVELOPER 

SIGNATORY] 

Title: _____________________________ 

 

 

 

OWNERS/MANAGERS: 

 

 

Signed: _______________________________ 

Print Name: [OWNER #1] 

 

 

Signed: _______________________________ 

Print Name: [OWNER #2] 

 

 

Signed: _______________________________ 

Print Name: [OWNER #3] 

 

 

 

[MUST BE SIGNED BY ALL OWNERS AND MANAGERS OF AN ENTITY AREA DEVELOPER] 
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COSTA VIDA OPERATIONS MANUAL TABLE OF CONTENTS 

 

Chapter    Topic       Pages 

 

1 Preparing to Open 

Agency Inspection      1.1 

HQ Inspection      1.1 

Arranging for Suppliers     1.1 

Foodservice Distributor     1.2 

Soda Vendor      1.2 

Opening Food & Paper Order    1.2 

Items You’ll Receive from HQ    1.2-1.3 

Promoting Prior to Opening     1.3 

Pre-Opening Friends & Family Party   1.3 

Franchise Training Team     1.4 

Guidelines for Opening Inventory    1.4 

Initial Order Guide      1.5-1.9 

Office Supplies      1.9-1.10 

TOTAL PAGES      10 

 

2 Accounting & Insurance 

Hire an Accountant      2.1 

Accounting Requirements     2.1 

Trade Name or Fictitious Name Registration   2.1 

Electronic Funds Transfer (EFT)    2.1 

Direct Debit Accounts     2.1 

Withdrawals      2.2 

Insufficient Funds      2.2 

The Buildout Account     2.2 

Sending Wires      2.2 

Insurance       2.2-2.3 

Requirements      2.3 

Certificate of Insurance     2.4 

Taxes       2.4 

Sales Tax (United States)     2.4 

The Business Week      2.5 

Recording Business Activity    2.5 

Reporting Sales      2.5 

Estimation of Sales Figures     2.5 

Correction of Sales Figures     2.5 

Deduction of Royalty & Advertising Charges  2.5 

Payment of Monies Due     2.5 

Interest & Late Fees      2.5-2.6 

Costa Vida Reports      2.6 

TOTAL PAGES      6 

 

3 Training  

Costa Vida Training Materials    3.1 

Costa Vida Station Training Program   3.1 

Costa Vida Management Training Program   3.1 
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Chapter    Topic       Pages 

 

Costa Vida New Franchise Training    3.2 

Continued Training Success     3.2 

Setting Up Your Training     3.2 

Contents       3.2 

Expectations      3.2 

Feedback       3.3 

Costs       3.3 

Costa Vida Continued Development    3.3 

TOTAL PAGES      3 

 

4 Marketing Policies & Procedures 

Overview of Costa Vida Marketing    4.1 

The Costa Vida Advisory Council  4.1-4.7 

The System-Wide Advertising Agency   4.7 

Financial Responsibility     4.7-4.9 

Advertising Policies      4.9-4.10 

Markets & Local Cooperative Marketing Councils  4.10-4.18 

Public Relations      4.19 

TOTAL PAGES      19 

 

5 Sales-Building & Local Marketing 

The Basics       5.1 

A-T-F:  Awareness, Trial, and Frequency   5.1-5.2 

Multi-Tier Marketing Plan Approach   5.2-5.3 

Setting Your Goals      5.4 

Defining Your Trade Area     5.4-5.5 

Target Audience      5.5 

Develop a Sales Building Calendar    5.5 

New Restaurant Opening     5.5-5.8 

Marketing Materials & Merchandising Policy  5.8-5.9 

Print Media       5.10-5.11 

Types of Print Media     5.11-5.15 

Using the Internet & Offers     5.15-5.16 

Public Relations      5.16 

The News Release      5.16-5.18 

Promoting in Your Neighborhood    5.18-5.19 

Door Hanger Promotions     5.19-5.20 

Owner Introduction      5.20 

School Rewards Program     5.20 

Promoting with Charities/Local Organizations  5.20-5.21 

Reaching College Students     5.21 

Promoting Your Restaurant     5.21-5.22 

The Costa Card      5.22 

TOTAL PAGES      22 

 

6 Human Resources  

Knowing State & Federal Employment Laws  6.1 

Posting Employment Laws     6.1 
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Chapter    Topic       Pages 

 

Your Most Valuable Resources are your Team Members 6.1-6.2 

Start by Creating Job Descriptions    6.2 

Recruiting & Qualities to Look For    6.2-6.3 

Publishing an Open Position & Finding the Right Fit  6.3 

The Employment Application    6.3 

Team Member Selection     6.3 

The Interview      6.4 

Tips for Interviewing     6.4 

Beginning the Interview Process    6.4 

Launch into Some Good Interview Questions  6.4-6.5 

Questions You Cannot Ask (US Only)   6.5-6.6 

Concluding the Interview     6.6 

Evaluating the Applicant & Job Offer   6.6 

Contacting Other Applicants    6.6 

Setting Up the Team Member Employee File  6.6-6.7 

Develop Company Policies     6.7-6.9 

Employee Handbook     6.9-6.10 

Retaining Employees     6.10 

To Better Manager Your Restaurant & Team Members 6.10 

Maintain Good Communication    6.11 

Team Meetings      6.11 

Team Member Performance Reviews/Discussions  6.11-6.12 
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INDEPENDENT AUDITORS’ REPORT 

 
 
To the Board of Managers and Management of  
Costa Vida Management, LLC 
Lehi, Utah 84043 
  
We have audited the accompanying financial statements of Costa Vida Management, LLC, which 
comprise the balance sheets as of December 31, 2019, 2018, and 2017 and the related statements of 
income and members’ equity and cash flows for the years then ended, and the related notes to the 
financial statements. 
 
Management’s Responsibility for the Financial Statements 
 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the preparation 
and fair presentation of financial statements that are free from material misstatement, whether due to 
fraud or error. 
 
Auditors’ Responsibility 
 

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation 
of the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion. 



 

  
 

Opinion 
 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Costa Vida Management, LLC as of December 31, 2019, 2018, and 2017 and the 
results of its operations and its cash flows for the years then ended in accordance with accounting 
principles generally accepted in the United States of America. 
 
 
 
 
G&S Certified Public Accountants 
March 11, 2020 
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Balance Sheets 
 
                                                                                                                              December 31,   
  

Assets 2019 2018 2017

Current assets:
Cash 1,391,320$    1,008,309$    624,940$       
Restricted cash 307,729 480,330 250,138
Accounts receivable 1,290,877 1,083,926 1,150,658
Prepaid expenses and other assets 132,542 138,698 58,405

Total current assets 3,122,468     2,711,263     2,084,141       

Due from related parties 11,230,946 8,863,767 5,968,326
Property and equipment, net 245,054 369,508 190,426
Other long-term asset 25,639 25,639         25,639          
Intangible assets 4,324,893 4,324,893 4,324,893

Total assets 18,949,000$    16,295,070$    12,593,425$    

Liabilities and Members' Equity

Current liabilities:
Cash overdraft 38,096$         221,767$       37,861$         
Accounts payable 29,831 5,488 51,000
Accrued and other current liabilities 411,087 631,354 314,418
Accrued gift cards 1,583,260 1,101,662 617,170

Total current liabilities 2,062,274     1,960,271     1,020,449       

Lease incentive liability 221,429 307,143          392,857          
Deferred rent liability 62,781 70,055         69,304          
Unearned revenue 1,694,588 -               -               

Total liabilities 4,041,072     2,337,469     1,482,610       

Members' equity 14,907,928 13,957,601 11,110,815

Total liabilities and members' equity 18,949,000$    16,295,070$    12,593,425$    
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Statements of Income and Members’ Equity 
 
                                                                                                       Years Ended December 31, 
 

2019 2018 2017
Revenues:

Royalty fees 8,361,369$    7,410,937$    6,625,217$     
Initial franchise fees 288,500 270,000 315,000
Renewal fees 17,325 2,500 32,500
Other revenues 400,385 352,578 314,381

Total revenues 9,067,579     8,036,015     7,287,098       

Selling, general, and administrative expenses 6,282,320 5,277,127 5,010,139

Income from operations 2,785,259     2,758,888     2,276,959       

Other income (expense):
Other income and expenses, net 12,698 96,560         (13,000)         
Gain (loss) from disposal of property 

and equipment 12,281         (8,662)          10,139          
Interest expense -              -               (2,590)           

Total other income (expense) 24,979         87,898         (5,451)           

Net income 2,810,238     2,846,786     2,271,508       

Members' equity:
Beginning of the year 13,957,601   11,110,815   8,918,200       
Change in policy -              -               (78,893)         
Cumulative effect of change in

accounting principle (1,835,413)    -               -               

Adjusted beginning members' equity 12,122,188   11,110,815   8,839,307       
Distributions (24,498)        -               -               

Ending of the year 14,907,928$   13,957,601$   11,110,815$    
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Statements of Cash Flows 
 
                                                                                                       Years Ended December 31,      
 

2019 2018 2017
Cash flows from operating activities:

Net income 2,810,238$        2,846,786$        2,271,508$        
Adjustments to reconcile net income to net

cash provided by operating activities:
Depreciation 54,268               37,624               41,498               
Bad debt expense 31,200               11,056               24                      
Gain (loss) from disposal of prop. and equip. (12,281)              8,662                 (10,139)              
Cumulative effect of change in policy -                     -                     (78,893)              
Amortization of lease incentive liability (85,714)              (85,714)              (57,143)              
Deferred rent liability (7,274)                751                    69,304               

(Increase) decrease in:
Accounts receivable (238,151)            55,676               (256,048)            
Prepaids and other assets 6,156                 (80,293)              (23,882)              
Due from related parties (2,367,179)         (2,895,441)         (2,105,447)         

Increase (decrease) in:
Accounts payable 24,343               (45,512)              (150,266)            
Accrued liabilities (47,666)              86,744               (143,793)            
Unearned revenue (140,825)            -                     -                     
Accrued gift cards 481,598             484,492             562,518             

Net cash provided by operating activities 508,713             424,831             119,241             

Cash flows from investing activities:
Purchase of property and equipment (113,588)            (248,923)            (127,783)            
Restricted cash 172,601             (230,192)            (167,706)            
Funds held for others (172,601)            230,192             167,706             
Proceeds from sale of property and equipment 196,055             23,555               11,550               

Net cash provided (used) by investing activities 82,467               (225,368)            (116,233)            

Cash flows from financing activities:
Net change in cash overdraft (183,671)            183,906             20,083               
Member distributions (24,498)              -                     -                     
Proceeds from rent incentive -                     -                     450,000             

Net cash provided (used) by financing activities (208,169)            183,906             470,083             

Net change in cash 383,011             383,369             473,091             

Cash, beginning of year 1,008,309          624,940             151,849             

Cash, end of year 1,391,320$       1,008,309$       624,940$          

Supplemental disclosure of cash flow information:
Cash paid for interest -$                   -$                   2,590$               

Supplemental disclosure of noncash activities:
Receivables written off against allowance for bad debt 31,200$             11,056$             24$                    
Cumulative effect of change in accounting principle 1,835,413$        -$                   -$                   
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Notes to Financial Statements 
 
                                                                                          December 31, 2019, 2018, and 2017 

 
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 
Organization and Nature of Operations 
Costa Vida Management, LLC (the Company) was formed as a limited liability company in 
the state of Utah on September 28, 2009. The Company is owned primarily by CV Holdings, 
LC whose liability is limited to its initial capital contributions. The LLC has a limited life of 
99 years and has one class of membership. The Company is a franchisor of Costa Vida Fresh 
Mexican Grill Restaurants (Costa Vida) located throughout the United States and Canada. 
 
Concentration of Credit Risk 
The Company’s business is concentrated in the Mexican food segment of the restaurant 
industry under a single brand. About half of revenues are geographically concentrated in the 
state of Utah, although franchise locations were in 15 states and one Canadian Providence for 
2019, 2018, and 2017. Profitability is dependent on consumer spending patterns, which can 
be influenced by the state of the economy and competition within the industry and could have 
a significant impact on the nature, timing, and uncertainty of revenue and cash flow. 
Receivables and revenues result from work conducted in these regions. 
 
Financial instruments which potentially subject the Company to concentration of credit risk 
consist primarily of franchisee receivables. In the normal course of business, the Company 
provides credit terms to its franchisees. Accordingly, the Company performs ongoing credit 
evaluations of its franchisees and maintains allowances for possible losses which when 
realized, have been within the range of management’s expectations. 
 
The Company maintains its cash in bank deposit accounts which, at times, may exceed 
federally insured limits. Accounts are guaranteed by the Federal Deposit Insurance 
Corporation (FDIC) up to certain limits. At December 31, 2019, 2018 and 2017, the 
Company had cash that exceeded FDIC-insured limits by $1,140,056, $758,048, and 
$374,940, respectively. The Company has not experienced any losses in such accounts. 
 
Cash and Cash Equivalents 
The Company considers investments with an original maturity of three months or less to be 
cash equivalents. Restricted cash consists of funds received from franchisees, to be used for 
brand development and advertising on their behalf. 
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1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

 
Accounts Receivable 
Accounts receivable are recorded at the invoiced amount and do not bear interest. The 
allowance for doubtful accounts is management’s best estimate of the amount of probable 
credit losses in the Company’s existing accounts receivable. Management determines the 
allowance based on historical write-off experience and reviews its allowance for doubtful 
accounts annually. All account balances are reviewed on an individual basis and charged off 
against the allowance after all means of collection have been exhausted and the potential for 
recovery is considered remote. Management's evaluation resulted in no allowance for 
doubtful accounts as of December 31, 2019, 2018, and 2017. 

  
Property and Equipment 
Property and equipment is recorded at cost, less accumulated depreciation. Depreciation is 
determined using the straight-line method over the estimated useful lives of assets, which 
range from 3 to 15 years. Expenditures for maintenance and repairs are expensed when 
incurred and betterments are capitalized. Gains and losses on sale of property and equipment 
are reflected in net income.  
 

 Intangible Assets 
Goodwill consists of the excess of the purchase price over the fair value of tangible assets 
acquired and liabilities assumed in the purchase of the franchise from Utah franchisor Costa 
Vida Management, Inc. Other intangibles include amounts paid for a domain URL. These 
intangibles are not amortized but are monitored and impaired when changes in circumstances 
indicate that the carrying amount may not be recoverable. Management's evaluation of 
intangibles resulted in no impairment as of December 31, 2019, 2018, and 2017. 
 
Impairment of Long-Lived Asset 
The Company reviews its long-lived assets for impairment whenever events or changes in 
circumstances indicate that the carrying amount of the assets may not be recoverable through 
undiscounted future cash flows. If it is determined that an impairment loss has occurred based 
on expected cash flows, such loss is recognized in net income. 

  
Deferred rent 
Escalating rent payments and free rent periods are recognized on a straight-line basis over the 
term of the lease. Total minimum payments are divided equally over the life of the lease and 
the difference between the straight-line rent recognized and amount paid is recognized as 
deferred rent.   

  
Lease Incentives 
Lease incentives from lessors are recorded as a liability and amortized on a straight-line basis 
to rent expense over the term of the lease. 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

 
Gift Card Liabilities 
The Company sells gift cards to various parties and reports sold gift cards as liabilities. 
Franchisees will recognize revenue as gift cards are redeemed. Breakage of gift cards is 
recognized by the redemption pattern method where breakage is recognized on a pro-rata 
basis determined by the historical redemption pattern of the outstanding gift cards redeemed. 
For 2019 and 2018 the breakage rate was 13%. The Company does not recognize breakage 
revenue, but instead will record amounts as payables to franchisees.   
 
Revenue Recognition 
Prior to adoption of Topic 606 on January 1, 2019 (see footnote 9), Revenue was recognized 
upon performance of services under a valid agreement with a fixed and determinable price 
and when collection was reasonably assured which generally resulted in recognition of 
revenue from franchise and development fees at a point in time. 
 
The adoption of Topic 606 
Franchise revenues originate from franchise and area development arrangements between the 
Company and each franchise owner of a Costa Vida restaurant. The franchise arrangement 
requires the Company as franchisor to perform various activities to support the Costa Vida 
brand and does not involve the direct transfer of goods and services to the franchise owner as 
a customer. Activities performed by the Company are highly interrelated with the franchise 
license and are considered to represent a single performance obligation, which is the transfer 
of the franchise license. The nature of the Company’s promise in granting the franchise 
license is to provide the franchise owner with access to the brand’s intellectual property over 
the term of the franchise arrangement. 

 
The transaction price in a standard franchise arrangement consists of (a) franchise 
/development fees; (b) continuing franchise fees (royalties); (c) advertising fees; and (d) 
brand fees. Since the Company considers the franchise license to be a single performance 
obligation, no allocation of the transaction price under a standard agreement is performed for 
revenue recognition purposes. However, if additional separate and distinct goods or services 
are included with a franchise arrangement and are deemed to be additional performance 
obligations, the total transaction price of the contract is allocated to each performance 
obligation based on the stand-alone selling price of each performance obligation.  
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued  
 

Revenue Recognition - Continued 
Franchise revenues are recognized by the Company through the following sources:  
 

- Royalty revenues. Royalty revenues, which include advertising and brand fees from 
franchise stores, are based on a percentage of net sales which are recognized when the 
food items are delivered to or carried out by customers (point in time). Payments for 
royalties (5% or 6% of net sales), advertising (percent varies by location), and brand 
fees (.5%) are generally due and collected on the 15th of each month for the prior 
month.  
 

- Franchise and development fees. Franchise and development fees are paid in advance 
of a store opening. Fees allocated to the franchise license are recognized as revenue on 
a straight-line basis over the term (over time) of each respective franchise store 
agreement. Initial franchise agreement terms are typically ten years while successive 
agreement terms are typically ten years as well. The Company has determined that 
these fees, which are paid in advance of when they are recognized as revenue, do not 
contain a significant financing component. If a contract obligation is terminated in 
advance of the initial contract term due to franchise closure or other factors, the 
Company recognizes franchise and development fees immediately.   

 
The timing of revenue recognition may differ from the timing of payments from customers. 
The Company records a receivable when revenue is recognized in advance of payment, and a 
contract liability (“unearned revenue”), when revenue is recognized subsequent to payment. 
Unearned revenue consists mainly of franchise and development fees paid in advance. A 
refund liability is recorded when it is known that an amount previously received will be 
refunded instead of recognized as revenue. The Company does not incur a significant amount 
of contract acquisition costs in conducting its franchising activities and has not capitalized 
such costs.  
 
Due to the nature of services rendered the Company, generally, has no obligations related to 
warranties, refunds, returns, or similar credits. 
 
Fair Value of Financial Instruments 
The carrying amounts reported in the accompanying financial statements for cash, accounts 
receivable, prepaid expenses, accounts payable, and accrued liabilities approximate fair value 
because of the immediate or short-term maturities of these financial instruments. 
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1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 

   
  Income Taxes 

The Company has elected under the Internal Revenue Code, to be taxed as a flow-through 
entity, as such, the Company does not pay corporate federal income taxes on its taxable 
income; rather the members’ are liable for individual income taxes on the entity’s taxable 
income. Tax years that remain subject to examination by the IRS and various states in which 
the Company operates are years 2016 and forward.  
 
Use of Estimates in the Preparation of Financial Statements 
The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenues and expenses during the reporting period. Actual results could differ 
from those estimates. 
 

  Reclassifications 
Certain amounts in the 2017 and 2018 financial statements have been reclassified for 
comparative purposes to conform to the presentation in current year financial statements. 
 
Advertising Costs 
Advertising costs are expensed as incurred. Advertising costs included in general and 
administrative expenses totaled $7,011, $33,807, and $41,912 for 2019, 2018, and 2017, 
respectively. 

  
Franchisees in Utah, Colorado, and Arizona contribute to a local marketing fund (“LMF”) 
that the Company manages on behalf of these stores. The LMF is used for marketing, creative 
efforts, media support, or related purposes specified in the agreements. All franchisees pay 
Marketing Administration Fee (“MAF”) to a MAF fund which the Company manages on 
behalf of all stores. The LMF fund is used for supporting and conducting market research 
activities, concept development (food and customer experience, project development and testing), 
design and collateral development (design, website development, store prototyping, promotions, 
and testing), and maintenance, public relations, administration and direction of the foregoing 
activities. 
 
Franchise and Area Development Agreements specify that LMF and MAF funds are 
refundable back to franchisees if not used. Based on this criterion, contributions and 
expenditures from these funds are not recognized as revenue or expenses by the Company. 
Instead, funding activities are kept separate from Company activities and an offsetting 
liability is recognized for restricted cash being reported by the Company.   
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1.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
 

Subsequent Events 
The Company has evaluated subsequent events for the period from December 31, 2019 
through the date of the auditors’ report, which is the date these financial statements were 
available to be issued. 

 
2. ACCOUNTS RECEIVABLE 

 
Accounts receivable consisted of the following at December 31: 
 

 

2019 2018 2017

Royalty receivables from unrelated 
parties 422,700$     468,406$     446,382$     

Royalty receivables from commonly 
owned costa vida restaurants 779,357      431,514      518,771       

Other receivables 5,647         48,081        20,855         
Other related party receivables 83,173        135,925      164,650       
Allowance for doubtful accounts -            -             -             

1,290,877$   1,083,926$   1,150,658$    

 
3. PROPERTY AND EQUIPMENT 
 
 Property and equipment consisted of the following at December 31: 

 
2019 2018 2017

Computers and equipment 133,536$     99,358$       93,656$       
Furniture and fixtures 128,487 259,450 91,602
Vehicles 23,172 23,172 73,089
Leasehold improvements 67,561 59,782 46,477         
Software 4,677 4,677 34,392         

357,433      446,439      339,216       
Less accumulated depreciation (112,379)     (76,931)      (148,790)      

245,054$     369,508$     190,426$     

Depreciation expense for 2019, 2018, and 2017 was $54,268, $37,624, and $41,498, 
respectively. 
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4. INTANGIBLE ASSETS 
   
  Indefinite-lived intangibles consisted of the following at December 31: 

 
2019 2018 2017

Goodwill 4,317,601$   4,317,601$   4,317,601$    
Other intangibles 7,292 7,292 7,292

4,324,893$    4,324,893$    4,324,893$     
 
5. LEASE INCENTIVE 
 

The Company leases office space under terms of an operating agreement which includes a 
lease incentive used to improve the office space. The incentive is being amortized to lease 
expense over the term of the lease.  
 
The lease incentive consisted of the following at December 31: 
 

2019 2018 2017

Lease incentive from lessor 450,000$      450,000$      450,000$      
Amortization of lease incentive to 

lease expense (228,571)       (142,857)       (57,143)        

221,429$      307,143$      392,857$      

 
6.  COMMITMENTS AND CONTINGENCIES 
 

Funds Held for Others 
Franchisees are required to pay 2% of sales for marketing and advertising. Certain Utah, 
Colorado, and Arizona franchisees pay these fees into a direct marketing account (DMA) that 
is held by the Company and then used to pay for marketing and advertising for franchisees in 
a common area. The fund is commonly owned and refundable to franchisees if not used. Cash 
held in this fund is shown as restricted and has an offsetting liability account. 
 
Franchisees are also required to pay .5% of sales as a marketing administration fee (MAF). 
Amounts are paid into a fund held by the Company and then used for marketing research 
activities, concept development (food and customer experience, project development and 
testing), design and collateral development (design, website development, store prototyping, 
promotions, and testing), and maintenance, public relations, administration and direction of 
the foregoing activities. Unused funds are refundable to franchisees. As such, cash held in 
this fund is shown as restricted and has an offsetting liability account. 
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6. COMMITMENTS AND CONTINGENCIES - Continued 

 
Funds Held for Others - Continued 
Following is a summary of restricted cash as of December 31: 
 

2019 2018 2017

Funds held for franchisee remodel -$             84,955$        66,931$        
Utah local marketing fund (DMA) 192,290 326,257 163,126
Colorado local marketing fund (DMA) 48,894 47,239 5,162
Arizona local marketing fund (DMA) 11,400 -              -              
Marketing administration fee (MAF) 55,145 21,879 14,919

307,729$      480,330$      250,138$      

Operating Leases 
Operating lease activity is as follows for the years ended December 31: 
 

2019 2018 2017

Office lease with three months free
and escalating non-cancellable lease 
payment from May of 2017 through
July of 2022. 283,030$     276,777$     113,900$     

Office lease, under terms of a month-
to-month lease with an entity with 
common ownership. Lease ended 
July of 2017. -            -             54,442         

Common area maintenance fees 7,004           7,030           -              

Equipment lease and other 5,866         15,074        10,022         

295,900      298,881      178,364       
Amortization of lease incentives (85,714)      (85,714)      (57,143)       
Straight-line adj. to deferred rent 10,026        1,036          69,304         

220,212$     214,203$     190,525$     
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6. COMMITMENTS AND CONTINGENCIES - Continued 

 
Operating Leases - Continued 
Future minimum rental payments required under non-cancellable operating leases that have 
initial or remaining lease terms in excess of one year are as follows: 
 

Years Ended December 31,

2020 291,521$     
2021 300,267       
2022 177,233       

769,021$      

Litigation 
In the normal course of operations the Company may become a party to various unasserted 
and asserted claims and actions. In the opinion of management, except where otherwise 
noted, any such matters are without merit or are of such kind or include such amounts that an 
unfavorable disposition would not have a material effect on the financial position of the 
Company. 

 
7. RELATED PARTY TRANSACTIONS 

 
The Company participates in a cash sweep bank account with the parent company and 
commonly owned franchisees. The balance sheet “Due from Related Parties” account 
includes sweep account balances of $11,230,946, $8,863,767, and $5,968,326 as of 
December 31, 2019, 2018, and 2017, respectively. 
 
As of December 31, 2019, 2018, and 2017, accounts receivables included $779,359, 
$431,514, and $518,771, respectively, of royalty receivables from commonly owned 
franchisees.  
 
During 2019, 2018, and 2017, the Company recognized $2,762,028, $1,927,665, and 
$1,515,086, respectively, of royalty revenue from commonly owned franchisees. 
 
The Company contracts with related parties to provide consulting and management services 
for a fee. During the year ended December 31, 2019, 2018, and 2017, consulting and 
management fee expense under this contract totaled $592,219, $228,786, and $421,031, 
respectively. 
 
As of December 31, 2019, 2018, and 2017, the Company had accounts receivable of $74,142, 
$127,270, and $145,972, respectively, from the DMA and MAF funds. See footnote 6 for a 
description of these entities. 
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8.  FRANCHISING 
 

The Company franchises restaurants in markets in which it considers expansion to be of 
benefit. Franchisees bear all direct costs involved in the development, construction, and 
operation of their restaurants. The Company provides franchisees support for site selection, 
architectural plans, interior and exterior design and layout, training, marketing and sales 
techniques, and opening assistance. As of December 31, 2019, 2018, and 2017 the Company 
had 97, 95, and 72 franchisees, respectively. 
 
The Company does not own any franchises, but the Company’s principal owner, CV 
Holdings, LC, had a majority or 100% interest in 34, 22, and 22 stores as of December 31, 
2019, 2018, and 2017, respectively. Four of these franchisees are in Canada.  
 

9. RECENTLY ADOPTED ACCOUNTING STANDARDS 
 

In May 2014, the Financial Accounting Standards Board issued Accounting Standards 
Update (“ASU”) No. 2014-09, “Revenue from Contracts with Customers (Topic 606)”. The 
ASU and all subsequently issued clarifying ASUs replaced most existing revenue recognition 
guidance in U.S. GAAP. The ASU also required expanded disclosures relating to the nature, 
amount, timing, and uncertainty of revenue and cash flows arising from contracts with 
customers. The Company adopted the new standard effective January 1, 2019 the first day of 
the Company’s year using the modified retrospective approach.                                                       
 
The adoption of Topic 606 resulted in the Company changing from recognizing revenue from 
franchise and development fees at a point in time to recognizing revenues over the term of the 
franchise contract. Application of the standard was applied to all contracts at the initial date 
of application and as required under the modified retrospective approach, beginning 
members’ equity was adjusted on the application date (January 1, 2019). The adjustment 
increased unearned revenue by $1,835,413 and decreased members’ equity by $1,835,413. 
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STATE SPECIFIC ADDENDA TO FRANCHISE DISCLOSURE DOCUMENT  

AND FRANCHISE AGREEMENT 

 

 The following modifications are to the Costa Vida Management, LLC Franchise Disclosure Document 

and may supersede certain portions of any Franchise Agreement contemplated thereby. 

 

 The following states have statutes that may supersede the Franchise Agreement in your relationship 

with us, including the areas of termination and renewal of your franchise:  ARKANSAS [Stat. Section 70-807], 

CALIFORNIA [Bus. & Prof. Code Sections 20000-20043], CONNECTICUT [Gen. Stat. Section 42-133e et 

seq.], DELAWARE [Code, Tit. 6, Ch. 25, Sections 2551-2556], HAWAII [Rev. Stat. Section 482E-1], 

ILLINOIS [Rev. Stat. 815 ILCS 705/19 and 705/20], INDIANA [Stat. Sections 23-2-2.7 and 23-2-2.5], IOWA 

[Code Sections 523H.1-523H.17], MARYLAND [Maryland Franchise Registration and Disclosure Law, MD. 

Code Ann., Bus. Reg. Sections 14-201 to 14-233 (2004 Repl. Vol.)], MICHIGAN [Stat. Section 19.854(27)], 

MINNESOTA [Stat. Section 80C.14], MISSISSIPPI [Code Section 75-24-51], MISSOURI [Stat. Section 

407.400], NEBRASKA [Rev. Stat. Section 87-401], NEW JERSEY [Stat. Section 56.10-1], SOUTH 

DAKOTA [Codified Laws Section 37-5B-51], VIRGINIA [Code 13.1-517-574], WASHINGTON [Code 

Section 19.100.180], WISCONSIN [Stat. Section 135.03].  These and other states may have court decisions 

that may supersede the Franchise Agreement and the Area Development Agreement in your relationship with 

us including the areas of termination and renewal of your franchise. 

 

 Provisions in the Franchise Agreement and the Area Development Agreement that provide for 

termination upon your bankruptcy may not be enforceable under federal bankruptcy law (11 U.S.C. 

Section 101 et seq.). 

 

CALIFORNIA 

 

 The California Franchise Investment Law requires that a copy of all proposed agreements relating to 

the sale of the franchise be delivered together with the Disclosure Document. 

 

 Neither we, nor any person or franchise broker disclosed in Item 2 of the FDD is subject to any 

currently effective order of any national securities association or national securities exchange, as defined in the 

Securities Exchange Act of 1934, 15 U.S.C.A. 78a et seq., suspending or expelling these persons from 

membership in this association or exchange. 

 

 California Business and Professions Code Sections 20000 through 20043 provide rights to you 

concerning termination or non-renewal of a franchise.  If the Franchise Agreement contains a provision that is 

inconsistent with the law, the law will control. 

 

 Prospective franchisees are encouraged to consult private legal counsel to determine the applicability 

of California and federal laws (such as Business and Professions Code Section 20040.5, Code of Civil 

Procedure Section 1281, and the Federal Arbitration Act) to any provisions of a franchise agreement restricting 

venue to a forum outside the State of California. 

 

 The Franchise Agreement contains a covenant not to compete which extends beyond the termination 

of the franchise.  This provision may not be enforceable under California law. 

 

 The Franchise Agreement requires application of the laws of the State of Utah.  This provision may 

not be enforceable under California law. 
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 The following paragraph is added to ITEM 19 of this Franchise Disclosure Document: 

 

The earnings claims figures do not reflect the costs of sales, operating expenses or other 

costs or expenses that must be deducted from the gross revenue or gross sales figure to 

obtain your net income or net profit.  You should conduct an independent investigation 

of the costs and expenses you will incur in operating your franchised business.  

Franchisees or former franchisees listed in the Franchise Disclosure Document may be 

one source of this information. 

 

 Costa Vida’s Uniform Resource Locator (“URL”) address for locating its internet website is: 

http://www.costavida.com.  OUR WEBSITE HAS NOT BEEN REVIEWED OR APPROVED BY THE 

CALIFORNIA DEPARTMENT OF CORPORATIONS.  ANY COMPLAINTS CONCERNING THE 

CONTENT OF THIS WEBSITE MAY BE DIRECTED TO THE CALIFORNIA DEPARTMENT OF 

CORPORATIONS at www.corp.ca.gov. 

 

 THE CALIFORNIA SECTION OF THIS ADDENDUM APPLIES ONLY TO 

FRANCHISEES WHO ARE RESIDENTS OF CALIFORNIA OR WHO LOCATE THEIR 

FRANCHISES IN CALIFORNIA. 

 

HAWAII 

 

 1. The following list reflects the status of our franchise registrations in the states which have 

franchise registration and/or disclosure laws:  

 

This renewal registration is not currently effective in any state.   

 

This proposed registration is on file with or will shortly be on file with the States of 

Minnesota, North Dakota, and South Dakota. 

 

An Application/Notice of Exemption is on file or will be shortly on file with the states of 

California, Illinois, Indiana, New York and Washington. 

 

There are no states which have revoked or suspended the right to offer these franchises. 

 

 2. The Franchise Agreement has been amended as follows: 

 

The Hawaii Franchise Investment Law provides rights to the franchisee concerning non-

renewal, termination and transfer of the Franchise Agreement.  If the Franchise 

Agreement, and more specifically, Sections 2(C), 13, and 14 contain a provision that is 

inconsistent with the Hawaii Franchise Investment Law, the Hawaii Franchise Investment 

Law will control. 

 

Sections 2(C)(ii) and 13(C)(vii) of the Franchise Agreement require you to sign a general 

release as a condition of renewal and transfer of the franchise; such release shall exclude 

claims arising under the Hawaii Franchise Investment Law. 

 

Section 13A(i) of the Franchise Agreement, which terminates the Franchise Agreement 

upon the bankruptcy of the franchisee may not be enforceable under federal bankruptcy 

law (11 U.S.C. Section 101, et seq.). 
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 3. The Receipt Pages are amended to add the following: 

 

THIS FRANCHISE WILL BE/HAVE BEEN FILED UNDER THE FRANCHISE 

INVESTMENT LAW OF THE STATE OF HAWAII. FILING DOES NOT CONSTITUTE 

APPROVAL, RECOMMENDATION OR ENDORSEMENT BY THE DIRECTOR OF 

COMMERCE AND CONSUMER AFFAIRS OR A FINDING BY THE DIRECTOR OF 

COMMERCE AND CONSUMER AFFAIRS THAT THE INFORMATION PROVIDED 

HEREIN IS TRUE, COMPLETE AND NOT MISLEADING. 

 

THE FRANCHISE INVESTMENT LAW MAKES IT UNLAWFUL TO OFFER OR SELL 

ANY FRANCHISE IN THIS STATE WITHOUT FIRST PROVIDING TO THE 

PROSPECTIVE FRANCHISEE, OR SUBFRANCHISOR, AT LEAST SEVEN DAYS 

BEFORE THE SIGNING BY THE PROSPECTIVE FRANCHISEE, OF ANY BINDING 

FRANCHISE OR OTHER AGREEMENT, OR AT LEAST SEVEN DAYS BEFORE THE 

PAYMENT OF ANY CONSIDERATION BY THE FRANCHISEE, OR 

SUBFRANCHISOR, WHICHEVER OCCURS FIRST, A COPY OF THE DISCLOSURE 

DOCUMENT, TOGETHER WITH A COPY OF ALL PROPOSED AGREEMENTS 

RELATING TO THE SALE OF THE FRANCHISE. 

 

THIS FRANCHISE DISCLOSURE DOCUMENT CONTAINS A SUMMARY ONLY OF 

CERTAIN MATERIAL PROVISIONS OF THE FRANCHISE AGREEMENT AND THE 

CONTRACT OR AGREEMENT SHOULD BE REFERRED TO FOR A STATEMENT 

OF ALL RIGHTS, CONDITIONS, RESTRICTIONS AND OBLIGATIONS OF BOTH 

THE FRANCHISOR AND THE FRANCHISEE. 

 

 THE HAWAII SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES 

WHO ARE RESIDENTS OF HAWAII OR WHO LOCATE THEIR FRANCHISES IN HAWAII. 

 

ILLINOIS 

 

 THE FRANCHISE AGREEMENT STATES THAT YOU MUST MEET CERTAIN MINIMUM 

PERFORMANCE SALES REQUIREMENTS.  IF YOU DO NOT MEET THESE REQUIREMENTS YOUR 

FRANCHISE AGREEMENT CAN BE TERMINATED BY COSTA VIDA.  This provision may be affected 

by Illinois Law, 815 ILCS §§ 705/4 and 705/41. 

 

 Item 17 of the Disclosure Document and Sections 2C and 14A of the Franchise Agreement are 

amended, if required by law, to state: 

 

“The conditions under which your franchise can be terminated and your rights upon 

non-renewal may be affected by Illinois Law, 815 ILCS §§ 705/19 and 705/20.” 

 

 Item 17 of the Disclosure Document and Sections 17 and 18D and any other choice of law, venue 

and jurisdictions provisions in the Franchise Agreement are amended, if required by law, to include the 

following: 

 

“Provisions regarding jurisdiction and venue and choice of law may be affected by 

Illinois law, 815 ILCS §§ 705/4 and 705/41, respectively.” 

 

“Notwithstanding anything in this Agreement to the contrary, EXCEPT IF 

GOVERNED BY THE FEDERAL ARBITRATION ACT, THE UNITED STATES 
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TRADEMARK ACT OF 1946 (LANHAM ACT, 15 U.S.C. SECTIONS 1051 ET 

SEQ.) OR OTHER FEDERAL LAW OR MATTERS ARISING UNDER 

SECTION 4 OF THE ILLINOIS FRANCHISE DISCLOSURE ACT WHICH 

SHALL BE GOVERNED THEREBY, THIS AGREEMENT, THE FRANCHISE 

AND THE RELATIONSHIP BETWEEN COMPANY AND FRANCHISEE 

SHALL BE GOVERNED BY THE LAWS OF THE STATE OF UTAH, EXCEPT 

THAT (A) THE UTAH BUSINESS OPPORTUNITY DISCLOSURE ACT AND 

ANY OTHER STATE LAW RELATING TO (1) THE OFFER AND SALE OF 

FRANCHISES, (2) FRANCHISE RELATIONSHIPS OR (3) BUSINESS 

OPPORTUNITIES, SHALL NOT APPLY UNLESS THE APPLICABLE 

JURISDICTIONAL REQUIREMENTS ARE MET INDEPENDENTLY 

WITHOUT REFERENCE TO THIS PARAGRAPH; and (B) THE 

ENFORCEABILITY OF THOSE PROVISIONS OF THIS AGREEMENT 

WHICH RELATE TO RESTRICTIONS ON YOUR COMPETITIVE 

ACTIVITIES WILL BE GOVERNED BY THE LAWS OF THE STATE IN 

WHICH YOUR BUSINESS IS LOCATED.” 

 

SPECIFICALLY, PROVISIONS REGARDING JURISDICTION AND VENUE 

AND CHOICE OF LAW MAY BE AFFECTED BY ILLINOIS LAW, 815 ILCS 

§§ 705/4 AND 705/41, RESPECTIVELY, AND RULE SECTION 200.608 OF 

THE RULES AND REGULATIONS PROMULGATED PURSUANT TO THE 

ILLINOIS FRANCHISE DISCLOSURE ACT.” 

 

 No provision in the Disclosure Document or Franchise Agreement shall be construed to mean that 

you may not rely on representations in the Costa Vida Disclosure Document that we provided to you in 

connection with the offer and purchase of your franchise. 

 

 Section 41 of the Illinois Franchise Disclosure Act states that “any condition, stipulation, or 

provision purporting to bind any person acquiring any franchise to waive compliance with any provision of 

this Act is void.” 

 

 THE ILLINOIS SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES 

WHO ARE RESIDENTS OF ILLINOIS OR WHO LOCATE THEIR FRANCHISES IN ILLINOIS 

 

MARYLAND 

 

 The Disclosure Document is amended to state: 

 

“Costa Vida has not registered the trademark, servicemark/logo in the State of 

Maryland.  You must register the name “Costa Vida Association” as a dba for the 

entity operating the franchise in the state where the franchise marketing area is 

located.” 

 

 Item 17 of the Disclosure Document and Sections 2(C)(ii) and 13(C)(vii) of the Franchise 

Agreement are amended to state: 

 

“Any release signed in connection with the Franchise Agreement is not intended to, 

nor shall it act as a release, estoppel or waiver of any liability incurred under the 

Maryland Franchise Registration and Disclosure Law.” 
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 The Disclosure Document and Sections 17 and 18(D) of the Franchise Agreement are amended to 

state: 

 

“Notwithstanding anything in this Agreement to the contrary, EXCEPT IF 

GOVERNED BY THE FEDERAL ARBITRATION ACT, THE UNITED STATES 

TRADEMARK ACT OF 1946 (LANHAM ACT, 15 U.S.C. SECTIONS 1051 ET 

SEQ.) OR OTHER FEDERAL LAW OR MATTERS ARISING UNDER THE 

MARYLAND FRANCHISE REGISTRATION AND DISCLOSURE LAW 

WHICH SHALL BE GOVERNED THEREBY, THIS AGREEMENT AND THE 

RELATIONSHIP BETWEEN YOU AND US WILL BE GOVERNED BY THE 

LAWS OF THE STATE OF UTAH, EXCEPT THAT THE UTAH BUSINESS 

OPPORTUNITY DISCLOSURE ACT AND ANY OTHER STATE LAW 

RELATING TO (1) THE OFFER AND SALE OF FRANCHISES, (2) 

FRANCHISE RELATIONSHIPS, OR (3) BUSINESS OPPORTUNITIES, WILL 

NOT APPLY UNLESS THE APPLICABLE JURISDICTIONAL 

REQUIREMENTS ARE MET INDEPENDENTLY WITHOUT REFERENCE TO 

THIS PARAGRAPH.  YOU MAY BRING A LAWSUIT IN MARYLAND FOR 

CLAIMS ARISING UNDER THE MARYLAND FRANCHISE REGISTRATION 

AND DISCLOSURE LAW.” 

 

“Any claims arising under the Maryland Franchise Registration and Disclosure Law 

must be brought within 3 years after the grant of your franchise.” 

 

“Any limitation of claims provisions shall not act to reduce the three year statute of 

limitations afforded a franchisee for bringing a claim arising under the Maryland 

Franchise Registration and Disclosure Law.” 

 

 The Disclosure Document and Franchise Agreement are amended as follows: 

 

“Any provision in the Franchise Agreement restricting jurisdiction or venue to a 

forum outside of Maryland or requiring the application of the laws of another state 

is void with respect to a claim arising under the Maryland Franchise Registration 

and Disclosure Law.” 

 

“Any claims under the Maryland Franchise Registration and Disclosure law may be 

brought in the State of Maryland.” 

 

“Pursuant to COMAR 02.02.0816L, the general release required as a condition of 

renewal, sale and/or assignment/transfer will not apply to any liability under the 

Maryland Franchise Registration and Disclosure Law.” 

 

“Any provision in the Disclosure Document or Franchise Agreement or the 

agreements attached as appendices that requires you to disclaim the occurrence 

and/or acknowledge the non-occurrence of acts that would constitute a violation of 

the Maryland Franchise Registration and Disclosure Law is not intended to nor will 

it act as a release, estoppel or waiver of any liability incurred under the Maryland 

Franchise Registration and Disclosure Law.” 
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“Your acknowledgement and representations are not intended to nor shall they act 

as a release, estoppel or waiver of any liability incurred under the Maryland 

Franchise Registration and Disclosure Law.” 

 

 THE MARYLAND SECTION OF THIS ADDENDUM APPLIES ONLY TO 

FRANCHISEES WHO ARE RESIDENTS OF MARYLAND OR WHO LOCATE THEIR 

FRANCHISES IN MARYLAND. 

 

MICHIGAN 

 

 THE STATE OF MICHIGAN PROHIBITS CERTAIN UNFAIR PROVISIONS THAT ARE 

SOMETIMES IN FRANCHISE DOCUMENTS.  IF ANY OF THE FOLLOWING PROVISIONS ARE 

IN THESE FRANCHISE DOCUMENTS, THE PROVISIONS ARE VOID AND CANNOT BE 

ENFORCED AGAINST YOU. 

 

 Each of the following provisions is void and unenforceable if contained in any documents relating to 

a franchise: 

 

(a) A prohibition on your right to join an association of franchisees. 

 

(b) A requirement that you assent to a release, assignment, novation, waiver, or estoppel which 

deprives you of rights and protections provided in this act.  This shall not preclude you, after 

entering into a Franchise Agreement, from settling any and all claims. 

 

(c) A provision that permits us to terminate a franchise before the expiration of its term except 

for good cause.  Good cause shall include your failure to comply with any lawful provision of 

the Franchise Agreement and to cure such failure after being given written notice thereof and 

a reasonable opportunity, which in no event need be more than 30 days, to cure such failure. 

 

(d) A provision that permits us to refuse to renew your franchise without fairly compensating you 

by repurchase or other means for the fair market value at the time of expiration of your 

inventory, supplies, equipment, fixtures, and furnishings. Personalized materials which have 

no value to us and inventory, supplies, equipment, fixtures, and furnishings not reasonably 

required in the conduct of the franchise business are not subject to compensation.  This 

subsection applied only if: (i) the term of the franchise is less than 5 years and (ii) you are 

prohibited by the franchise or other agreement from continuing to conduct substantially the 

same business under another trademark, service mark, trade name, logotype, advertising, or 

other commercial symbol in the same area subsequent to the expiration of the franchise or you 

do not receive at least 6 months advance notice of our intent not to renew the franchise. 

 

(e) A provision that permits us to refuse to renew a franchise on terms generally available to other 

franchisees of the same class or type under similar circumstances.  This section does not 

require a renewal provision. 

 

(f) A provision requiring that arbitration or litigation be conducted outside this state.  This shall 

not preclude you from entering into an agreement, at the time of arbitration, to conduct 

arbitration at a location outside this state. 
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(g) A provision which permits a us to refuse to permit a transfer of ownership of a franchise, 

except for good cause.  This subdivision does not prevent us from exercising a right of first 

refusal to purchase the franchise.  Good cause shall include, but is not limited to: 

 

(i) The failure of the proposed transferee to meet our then-current reasonable 

qualifications or standards. 

 

(ii) The fact that the proposed transferee is a competitor of us or our subfranchisor. 

 

(iii) The unwillingness of the proposed transferee to agree in writing to comply with all 

lawful obligations. 

 

(iv) You or your proposed transferee’s failure to pay any sums owing to us or to cure any 

default in the Franchise Agreement existing at the time of the proposed transfer. 

 

(h) A provision that requires you to resell to us items that are not uniquely identified with us.  This 

subdivision does not prohibit a provision that grants to us a right of first refusal to purchase 

the assets of a franchise on the same terms and conditions as a bona fide third party willing 

and able to purchase those assets, nor does this subdivision prohibit a provision that grants us 

the right to acquire the assets of a franchise for the market or appraised value of such assets if 

you have breached the lawful provisions of the Franchise Agreement and have failed to cure 

the breach in the manner provided in subdivision (c). 

 

(i) A provision which permits us to directly or indirectly convey, assign, or otherwise transfer 

our obligations to fulfill contractual obligations to you unless provision has been made for 

providing the required contractual services. 

 

THE FACT THAT THERE IS A NOTICE OF THIS OFFERING ON FILE WITH THE ATTORNEY 

GENERAL DOES NOT CONSTITUTE APPROVAL, RECOMMENDATION, OR ENDORSEMENT 

BY THE ATTORNEY GENERAL. 

 

ESCROW REQUIREMENTS (IF ANY):  ________________________________________ 

 

Any questions regarding this notice should be directed to: 

 

State of Michigan 

Department of Attorney General 

Consumer Protection Division 

Attn:  Franchise 

670 Law Building 

Lansing, Michigan  48913 

Telephone Number:  (517) 373-7117 

 

 THE MICHIGAN SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES 

WHO ARE RESIDENTS OF MICHIGAN OR WHO LOCATE THEIR FRANCHISES IN 

MICHIGAN. 
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MINNESOTA 

 

 If required by law, the Disclosure Document, Franchise Agreement, and Area Development 

Agreement are modified as follows:  

 

Any release signed in connection with the Franchise Agreement shall not apply to 

any claims arising under Minnesota Statutes 1973 Supplement, Sections 80C.01 to 

80C.22, providing that a franchisee cannot be required to assent to a release, 

assignment, or waiver that would relieve any person from liability imposed by such 

statutes; provided, however that this shall not bar the voluntary settlement of 

disputes. 

 

With respect to the franchises governed by Minnesota law, we will comply with 

Minnesota Statutes Sec. 80C.14, subdivisions 3, 4 and 5 which require, except in 

certain specific cases, that we give you 90 days’ notice of termination (with 60 days 

to cure) and 180 days’ notice for non-renewal of the franchise agreement.  If 

Franchisor fails to give notice, the Franchise Agreement shall remain in effect from 

month to month until Franchisor has given the required notice. 

 

Minnesota Statutes Sec. 80C.21 and Minnesota Rule 2860.4400J prohibit us from 

requiring litigation to be conducted outside Minnesota.  In addition, nothing in the 

Disclosure Document or Franchise Agreement can abrogate or reduce any of your 

rights as provided for in Minnesota Statutes, Chapter 80C, or your rights to a jury 

trial or any procedure, forum, or remedies provided for by the laws of the 

jurisdiction. 

 

Minnesota Rule 2860.4400J also prohibits us from asking you to consent to the 

Franchisor obtaining injunctive relief.  We may merely seek injunctive relief.  Also, 

it is up to a court to determine if a bond is required. 

 

Provided that you are in compliance with the terms and conditions of the Franchise 

Agreement, we will comply with Minnesota Statutes Sec. 80C.12, Subd.1(g) which 

requires that the franchisor protect the franchisee’s right to use the trademarks, 

service marks, tradenames, logotypes or other commercial symbols and/or 

indemnify the franchisee from any loss, costs or expenses arising out of any claim, 

suit or demand regarding the use of the name. 

 

We will also comply with the requirements of Minnesota Statutes Sec. 80C.17, 

Subd. 5, which requires that any action commenced under Section 80C.17 be 

commenced within 3 years after the cause of action accrues.  

 

 THE MINNESOTA SECTION OF THIS ADDENDUM APPLIES ONLY TO 

FRANCHISEES WHO ARE RESIDENTS OF MINNESOTA OR WHO LOCATE THEIR 

FRANCHISES IN MINNESOTA. 

 

NEW YORK 

 

 The cover page of the Disclosure Document will be supplemented with the following, inserted at the 

bottom of the cover page: 
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REGISTRATION OF THIS FRANCHISE BY NEW YORK STATE DOES 

NOT MEAN THAT THE STATE RECOMMENDS IT OR HAS VERIFIED 

THE INFORMATION IN THIS DISCLOSURE DOCUMENT.  IF YOU 

LEARN THAT ANYTHING IN THIS DISCLOSURE DOCUMENT IS 

UNTRUE, CONTACT THE FEDERAL TRADE COMMISSION AND THE 

NEW YORK STATE DEPARTMENT OF LAW, 120 BROADWAY, NEW 

YORK, NEW YORK 10271-0332.  INFORMATION COMPARING 

FRANCHISORS IS AVAILABLE.  CALL THE STATE 

ADMINISTRATORS LISTED IN EXHIBIT A OR YOUR PUBLIC 

LIBRARY FOR SOURCES OF INFORMATION.   

 

WE MAY, IF WE CHOOSE, NEGOTIATE WITH YOU ABOUT ITEMS 

COVERED IN THE PROSPECTUS.  HOWEVER, WE CANNOT USE THE 

NEGOTIATING PROCESS TO PREVAIL UPON YOU TO ACCEPT 

TERMS WHICH ARE LESS FAVORABLE THAN THOSE SET FORTH IN 

THIS PROSPECTUS. 

 

 As a supplement to the information disclosed in this Disclosure Document, the following additional 

paragraphs are added: 

 

1. Except as disclosed in Item 3 of the Disclosure Document, neither we, our 

predecessors, Affiliates or any person identified in Item 2 of this Disclosure 

Document: 

A. Has any administrative, criminal or material civil action (or a significant 

number of civil actions irrespective of materiality) pending against it or him 

alleging a violation of any franchise law, securities law, fraud, 

embezzlement, fraudulent conversion, restraint of trade, unfair or deceptive 

practices, misappropriation of property or comparable allegations. 

B. Has been convicted of a felony or pleaded nolo contendere to a felony 

charge or within the ten year period immediately preceding the application 

for registration, been convicted of a misdemeanor or pleaded nolo 

contendere to a misdemeanor charge or been held liable in a civil action by 

final judgment or been the subject of a material complaint or other legal 

proceeding if such misdemeanor conviction or charge or civil action, 

complaint or other legal proceeding involved violation of any franchise law, 

securities law, fraud, embezzlement, fraudulent conversion, restraint of 

trade, unfair or deceptive practices, misappropriation of property or 

comparable allegations. 

C. Is subject to any currently effective injunctive or restrictive order or decree 

relating to franchises or under any federal, state, or Canadian franchise, 

securities, antitrust, trade regulation, trade practice law, or any national 

securities association or national securities exchange (as defined in the 

Securities and Exchange Act of 1934) suspending or expelling such person 

from membership in such association or exchange as a result of a concluded 

or pending action or proceeding brought by a public agency. 
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2. Except as disclosed in Item 4 of the Disclosure Document, during the ten year 

period immediately preceding the date of this Disclosure Document, neither we, 

our predecessors, Affiliates or any person identified in Item 2 of this Disclosure 

Document has been adjudged bankrupt or reorganized due to insolvency or been a 

principal officer of any company or a general partner in any partnership at or within 

1 year of the time that such company or partnership was adjudged bankrupt or 

reorganized due to insolvency or is otherwise subject to any pending bankruptcy or 

reorganization proceeding. 

3. You will not be required to indemnify us for any claims arising out of a breach of 

the Franchise Agreement by us or other civil wrongs committed by us. 

4. We will not assign any of our rights under the Franchise Agreement except to an 

assignee who, in our good faith judgment, is willing and able to assume our 

obligations under the Franchise Agreement. 

5. Any release signed in connection with the Franchise Agreement is subject to the 

proviso that all rights enjoyed by you and any causes of action arising in your favor 

from the provisions of Article 33 of the General Business Law of the State of New 

York and the regulations issued thereunder shall remain in force; it being the intent 

of this proviso that the non-waiver provisions of Sections 687.4 and 687.5 of the 

General Business Law of New York State be satisfied. 

6. You may terminate the Franchise Agreement and any ancillary agreements upon 

any other grounds available by law. 

7. The summary in Items 17.w., Choice of Law, is amended to state the following:   

Utah law applies unless governed by applicable federal law.  The foregoing choice 

of law should not be considered a waiver of any right conferred upon the franchisor 

or upon Franchisee by the General Business Law of the State of New York. 

 The following modifications are made to the Franchise Agreement: 

 

1. The following sentence is added to the end of Section 4(E):  “Franchisor will make 

no changes to the Operations Manual that would impose an unreasonable economic 

burden on Franchisee or unreasonably increase Franchisee’s obligations.” 

2. Section 13A is amended by adding the following to the end of that Section:  

“However, Franchisor will make no transfer or assignment except to a transferee or 

an assignee who, in our good faith judgment, is willing and able to assume 

Franchisor’s obligations under this Agreement.” 

3. The following is added at the end of Sections 2(C)(ii) and 13(C)(vii): “; provided, 

however, that any release shall not apply to any claims arising under the provisions 

of Article 33 of the General Business Law of the State of New York.” 

4. The following is added to the end of the first sentence of Section 16(B):  

“Notwithstanding the foregoing, Franchisee will not be required to indemnify 

Franchisor for any claims arising out of a breach of the Agreement by us or other 

civil wrongs of us.”   
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5. The following is added to the end of Section 18(E):  “Franchisor will seek no 

issuance of injunctive relief which would violate New York General Business Law 

Section 687.5. 

6. The following sentence is added to the end of Sections 17 and 18(D) of the 

Franchise Agreement, and to and any other choice of law provisions appearing in 

any related documents attached as exhibits or appendices to the Franchise 

Agreement that are deemed to be in violation of New York law:  “The choice of law 

provisions in this Section should not be considered a waiver of any right conferred 

upon Franchisor or upon the Franchisee by Article 33 of the General Business Law 

of the State of New York.” 

 THE NEW YORK SECTION OF THIS ADDENDUM APPLIES ONLY TO 

FRANCHISEES WHO ARE RESIDENTS OF NEW YORK OR WHO LOCATE THEIR 

FRANCHISES IN NEW YORK. 

 

NORTH DAKOTA 

 

 Sections of the Disclosure Document and Franchise Agreement providing for resolution of disputes to 

be outside North Dakota may not be enforceable under Section 51-19-09 of the North Dakota Franchise 

Investment Law, and are amended accordingly if required by law. 

 

 Sections of the Disclosure Document and Franchise Agreement relating to choice of law, may not be 

enforceable under Section 51-19-09 of the North Dakota Franchise Investment Law, and are amended 

accordingly if required by law. 

 

 Sections of the Disclosure Document and Franchise Agreement requiring you to sign a general release 

upon renewal of the Franchise Agreement may not be enforceable under Section 51-19-09 of the North Dakota 

Franchise Investment Law, and are amended accordingly if required by law. 

 

 Sections of the Disclosure Document and Franchise Agreement stipulating that you shall pay all costs 

and expenses incurred by us in enforcing the Franchise Agreement may not be enforceable under Section 51-

19-09 of the North Dakota Franchise Investment Law, and are amended accordingly if required by law. 

 

 Sections of the Franchise Agreement requiring you to consent to a waiver of trial by jury may not be 

enforceable under Section 51-19-09 of the North Dakota Franchise Investment Law, and are amended if 

required by law. 

 

 Sections of the Franchise Agreement requiring you to consent to a waiver of exemplary and punitive 

damages may not be enforceable under Section 51-19-09 of the North Dakota Franchise Investment Law, and 

are amended if required by law. 

 

 THE NORTH DAKOTA SECTION OF THIS ADDENDUM APPLIES ONLY TO 

FRANCHISEES WHO ARE RESIDENTS OF NORTH DAKOTA OR WHO LOCATE THEIR 

FRANCHISES IN NORTH DAKOTA. 

 

RHODE ISLAND 

 

 § 19-28.1-14 of the Rhode Island Franchise Investment Act provides that “A provision in a 

franchise agreement restricting jurisdiction or venue to a forum outside this state or requiring the application 
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of the laws of another state is void with respect to a claim otherwise enforceable under this Act.”  The 

Disclosure Document and Franchise Agreement are amended accordingly if required by law. 

 

 THE RHODE ISLAND SECTION OF THIS ADDENDUM APPLIES ONLY TO 

FRANCHISEES WHO ARE RESIDENTS OF RHODE ISLAND OR WHO LOCATE THEIR 

FRANCHISES IN RHODE ISLAND. 

 

VIRGINIA 

Pursuant to § 13.1-564 of the Virginia Retail Franchising Act, it is unlawful for a franchisor to use 

undue influence to induce a franchisee to surrender any right given to him under the franchise.  If any 

provision of the Franchise Agreement or the Area Development Agreement involves the use of undue 

influence by the franchisor to induce a franchisee to surrender any rights given to him under the franchise, 

that provision may not be enforceable. 

Pursuant to Section 13.1-564 of the Virginia Retail Franchising Act, it is unlawful for a franchisor 

to cancel a franchise without reasonable cause.  If any grounds for default or termination stated in the 

Franchise Agreement or the Area Development Agreement does not constitute “reasonable cause”, as that 

term may be defined in the Virginia Retail Franchising Act or the laws of Virginia, that provision may not 

be enforceable. 

THE VIRGINIA SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES 

WHO ARE RESIDENTS OF VIRGINIA OR WHO LOCATE THEIR FRANCHISES IN 

VIRGINIA. 

WASHINGTON 

In the event of a conflict of laws, the provisions of the Washington Franchise 

Investment Protection Act, Chapter 19.100 RCW will prevail. 

RCW 19.100.180 may supersede the franchise agreement in your relationship with the 

franchisor including the areas of termination and renewal of your franchise. There may also 

be court decisions which may supersede the franchise agreement in your relationship with 

the franchisor including the areas of termination and renewal of your franchise. 

In any arbitration or mediation involving a franchise purchased in Washington, the arbitration or 

mediation site will be either in the state of Washington, or in a place mutually agreed upon at the 

time of the arbitration or mediation, or as determined by the arbitrator or mediator at the time of 

arbitration or mediation. In addition, if litigation is not precluded by the franchise agreement, a 

franchisee may bring an action or proceeding arising out of or in connection with the sale of 

franchises, or a violation of the Washington Franchise Investment Protection Act, in 

Washington. 



 

 Exhibit G 
 2020 Costa Vida Franchise Disclosure Document 

1630196.2 

A release or waiver of rights executed by a franchisee may not include rights under the 

Washington Franchise Investment Protection Act or any rule or order thereunder except when 

executed pursuant to a negotiated settlement after the agreement is in effect and where the 

parties are represented by independent counsel. Provisions such as those which unreasonably 

restrict or limit the statute of limitations period for claims under the Act, or rights or remedies 

under the Act such as a right to a jury trial, may not be enforceable. 

Transfer fees are collectable to the extent that they reflect the franchisor’s 

reasonable estimated or actual costs in effecting a transfer. 

Pursuant to RCW 49.62.020, a noncompetition covenant is void and unenforceable against an 

employee, including an employee of a franchisee, unless the employee’s earnings from the 

party seeking enforcement, when annualized, exceed $100,000 per year (an amount that will be 

adjusted annually for inflation). In addition, a noncompetition covenant is void and 

unenforceable against an independent contractor of a franchisee under RCW 49.62.030 unless 

the independent contractor’s earnings from the party seeking enforcement, when annualized, 

exceed $250,000 per year (an amount that will be adjusted annually for inflation). As a result, 

any provisions contained in the franchise agreement or elsewhere that conflict with these 

limitations are void and unenforceable in Washington. 
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RCW 49.62.060 prohibits a franchisor from restricting, restraining, or prohibiting a franchisee from (i) 

soliciting or hiring any employee of a franchisee of the same franchisor or (ii) soliciting or hiring any 

employee of the franchisor. As a result, any such provisions contained in the franchise agreement or 

elsewhere are void and unenforceable in Washington. 

The undersigned does hereby acknowledge receipt of this addendum. 

Dated this _____ day of ___________ 20___. 

FRANCHISOR: 

 

 

_________________________ 
 

 THE WASHINGTON SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES 

WHO ARE RESIDENTS OF WASHINGTON OR WHO LOCATE THEIR FRANCHISES IN 

WASHINGTON. 

 

WISCONSIN 
 

 Item 17 of the Disclosure Document is amended to add the following: 

 

The Wisconsin Fair Dealership Law Title XIV-A Ch. 135, Section 135.01-135.07 may affect the 

termination provision of the Franchise Agreement. 

 

 THE WISCONSIN SECTION OF THIS ADDENDUM APPLIES ONLY TO FRANCHISEES WHO 

ARE RESIDENTS OF WISCONSIN OR WHO LOCATE THEIR FRANCHISES IN WISCONSIN. 
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ACKNOWLEDGMENT: 

 

 It is agreed that the applicable foregoing state law addendum, if any, supersedes any inconsistent portion of the 

Franchise Disclosure Document.  Except in the State of Maryland, this State Addenda applies only if required by 

applicable state law. 

 

 DATED this _______ day of _____________________, 20__. 

 

FRANCHISOR: 

 

COSTA VIDA MANAGEMENT, LLC 

 

By:        

Title:        

 

FRANCHISEE 

 

        

 

 

By:        

Title:        

 

By:        

Title:        

 

 

(MUST BE SIGNED BY ALL OWNERS AND MANAGERS OF AN ENTITY FRANCHISEE) 



 

 Exhibit H 
 2020 Costa Vida Franchise Disclosure Document 

1630196.2 

EXHIBIT H 

 

DEFINITIONS 
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EXHIBIT H 

 

DEFINITIONS 

The terms listed below have the meanings which follow them and include the plural as well as the singular.  Other 

terms are defined elsewhere in the Franchise Agreement and Area Development Agreement in the context in which 

they arise. 

 

“Affiliate” – Any person or entity that directly or indirectly owns or controls the referenced party, that is directly 

or indirectly owned or controlled by the referenced party, or that is under common control with the referenced 

party.  The term “control” means the possession, directly or indirectly, of the power to direct or cause the 

direction of the management and policies of an entity, whether through ownership of voting securities, by 

contract or otherwise. 

 

“Affiliate-owned Restaurant” – A Costa Vida Restaurant which an Affiliate of ours operates and in which we 

or our Affiliate owns a controlling interest. 

 

“Alternative Approved Supplier” – Any supplier who has been proposed by you or by another franchisee to 

manufacture or provide products or Ingredients and who has been approved by us to do so in accordance with 

the terms of this Agreement. 

 

“Approved Supplier” – Any supplier, including us, an Affiliate of ours or an independent third party, whom we 

authorize to manufacture or provide products, services or Licensed Ingredients. 

 

“Competitive Business” – Any retail food establishment (including any restaurant) in which any of the following 

categories constitutes more than 20% of its revenues or 20% of its menu: (1) burritos, tacos, quesadillas; or (2) 

Latin American, Central American, or Mexican food, desserts, or beverages of any kind; as well as any business 

that manufactures, wholesales, and/or distributes Latin American, Central American, or Mexican food, desserts, 

or beverages of any kind, including tortillas and salsas.  Restrictions in this Agreement on competitive activities 

do not apply to:  (a) the ownership or operation of other Costa Vida Restaurants that are licensed or franchised 

by us or any of our Affiliates; or (b) the ownership of shares of a class of securities that are listed on a public 

stock exchange or traded on the over-the-counter market and that represent less than five percent (5%) of that 

class of securities.  

 

“Confidential Information” – Our proprietary and confidential information relating to the development and 

operation of Costa Vida Restaurants, including: (1) Operations Manual, Training Program Manual, and other 

manuals given to you, your Owners and business partners, and your Restaurant Personnel; (2) ingredients, 

recipes, and methods of preparation and presentation of authorized food and products, including, without 

limitation, the Recipe Books; (3) site selection criteria for Costa Vida Restaurants and plans and specifications 

for the development of Costa Vida Restaurants; (4) sales, marketing, and advertising programs and techniques 

for Costa Vida Restaurants; (5) identity of suppliers and knowledge of specifications, processes, procedures, 

and equipment, and pricing of authorized food products, materials, supplies, and equipment; (6) knowledge of 

operating results and financial performance of Costa Vida Restaurants, other than Costa Vida Restaurants you 

own; (7) methods of inventory control, storage, product handling, training and management relating to Costa 

Vida Restaurants; (8) computer systems and software programs used or useful in Costa Vida Restaurants 

including, without limitation, mobile applications and loyalty programs; and (9) any and all other information 

that we provide you that is labeled or considered proprietary or confidential or which would generally be 

regarded as confidential in the franchise-restaurant industry. 
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“Costa Vida Products” – Products approved or required by us or our Affiliates for sale at or from Costa Vida 

Restaurants, including Mexican and southwestern cuisine, other food items, beverages, clothing, accessories, 

and other products approved by us or our Affiliates; provided that we have the right to modify and/or discontinue 

the use of the foregoing products at any time and include additional or substitute products.  

 

“Costa Vida Restaurant” or “Restaurant” – A restaurant featuring Mexican fare with a custom prepared-to-

order food service counter, or any other outlet selling any Costa Vida Products for on- or off-premises 

consumption and services, all as designated by us and developed and operated with our approval and consent, 

which we, or any of our Affiliates, own, operate or franchise and which use the Marks and the System. 

 

“Designated Supplier” – Any supplier, including us, an Affiliate of ours or an independent third party, whom 

we authorize to manufacture Proprietary Ingredients and products. 

 

“Ingredients” – Spices and other ingredients from which the distinctive food products are made for Costa Vida 

Restaurants. 

 

“Licensed Ingredients” –   Those Ingredients we periodically authorize to be produced by Approved Suppliers. 

 

“Marks” – The trademarks, trade names, service marks, logos and other commercial symbols which we 

authorize franchisees to use to identify Costa Vida Products and/or services offered by Costa Vida Restaurants, 

including the trademarks and service marks COSTA VIDA and COSTA VIDA FRESH MEXICAN GRILL and 

the trade dress and the goodwill associated therewith; provided that we have the right to modify and/or 

discontinue the use of these trademarks, trade names, service marks, logos and other commercial symbols and 

the Trade Dress, and establish, in the future, additional or substitute trademarks, trade names, service marks, 

logos, commercial symbols or Trade Dress. 

 

“Net Sales” – All revenues received or receivable by you as payment, whether in cash, credit, or other means of 

electronic payment or exchange, for sales of Costa Vida Products and any other items, goods and services made 

and offered in the operation of your Costa Vida Restaurant(s), whether or not these items are approved for sale 

from the Restaurant, including sales made at or away from your Restaurant.  “Net Sales” excludes (i) all federal, 

state or municipal sales, use, or service taxes collected from customers and paid to the appropriate taxing 

authority, and (ii) tips, gratuities or service charges paid directly by customers to your employees or paid to you 

and promptly turned over to your employees in lieu of direct tips or gratuities. For items sold pursuant to coupons 

or other discounts (which must be approved by us), Net Sales also excludes the amount discounted from the 

purchase price of such item(s) and from sales of pre-paid gift cards or certificates, but franchisees must pay 

royalties on revenues received on redemption of gift cards or certificates at their Restaurant(s). 

  

“Operating Partner” – The individual designated in Exhibit B to the Franchise Agreement and ADA and any 

replacement thereof approved by us. 

 

“Operations Manual” – All information for the development, establishment and operation of a Costa Vida 

Restaurant which contains any mandatory or suggested standards, specifications or operating procedures, 

whether such information is communicated in writing and/or electronically (such as in bulletins, updates, 

guidelines, newsletters, emails, videotapes, audio tapes, compact discs, computer diskettes, CD-ROMs, 

presentations, limited access intranet sites, portable storage media, and alternative or supplemental means of 

communicating information by other media), all as supplemented and amended periodically, including 

information with respect to training, management, quality assurance, health, safety, recruitment, security, site 

selection, site approval processes, standards, customer services, owner’s manuals, training manuals, approved 

suppliers, and operating system manuals. 
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“Owner” – Each entity or person owning directly or beneficially 10% or more of the ownership interests in you. 

If any Owner within the scope of this definition is itself an entity (including an Owner that is an Owner because 

of this sentence), the term “Owner” also includes Owners (as defined in the preceding sentence) in such entity. 

It is the intent of this definition to “trace back” and include within the definition of Owner all natural persons 

owning the requisite interests to qualify as Owners. 

 

“Personnel” – All persons employed by you in connection with the development, management, or operation of 

your Restaurant, including persons in general and district management positions for your Costa Vida 

Restaurants, general managers, prep cooks, assistant managers, team trainers, shift supervisors, hourly 

associates, and all other persons who work in or for your Restaurant. 

 

“Proprietary Ingredients” – Any Ingredients from which the distinctive food products are made for Costa 

Vida Restaurants that are manufactured or produced according to proprietary processes or are sourced or 

stocked per our requirements and which we authorize to be produced only by Designated Suppliers. 

 

“Recipe Books” – The proprietary recipes for the preparation of Costa Vida food which will be loaned to you 

as set forth in the Franchise Agreement. The Recipe Books may be updated or recalled from time to time, and 

at all times remain the property of Costa Vida.   

 

“System,” “System Standards” or “Costa Vida System” – The business formats, signs, equipment, methods, 

procedures, designs, layouts, specifications, and arrangements for developing and operating Costa Vida 

Restaurants, which include the Marks, Trade Dress, building design and layouts, equipment, ingredients, recipes, 

methods of preparation and specifications for authorized food products, training, methods of inventory control 

and certain operating and business standards and policies, all of which we may improve, further develop or 

otherwise modify periodically. 

 

“Your Restaurant” – The Costa Vida Restaurant operated by you under a Franchise Agreement. 
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EXHIBIT I 

 

STATE EFFECTIVE DATES & RECEIPTS 
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State Effective Dates 

 The following states have franchise laws that require that the Franchise Disclosure 

Document be registered or filed with the state, or be exempt from registration:  California, 

Hawaii, Illinois, Indiana, Maryland, Michigan, Minnesota, New York, North Dakota, Rhode 

Island, South Dakota, Virginia, Washington, and Wisconsin. 

 This document is effective and may be used in the following states, where the document is 

filed, registered or exempt from registration, as of the Effective Date stated below: 

State Effective Date 

California Exemption 

Michigan  

Minnesota  

Washington Exemption 

 

 Other states may require registration, filing, or exemption of a franchise under other laws, 

such as those that regulate the offer and sale of business opportunities or seller-assisted marketing 

plans. 
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RECEIPT 

This Disclosure Document summarizes certain provisions of the Franchise Agreement and other information in plain 

language.  Read this Disclosure Document and all agreements carefully. 

 

If Costa Vida Management, LLC offers you a franchise, Costa Vida must provide this Disclosure Document to you 14 

calendar days before you sign a binding agreement with or make a payment to Costa Vida or an Affiliate in connection 

with the proposed franchise sale, or sooner if required by applicable state law. 

 

New York and Rhode Island law requires a franchisor to provide the Franchise Disclosure Document at the 

earlier of the first personal meeting or 10 business days before the execution of the franchise or other 

agreement or the payment of any consideration that relates to the franchise relationship. 

 

Michigan requires that we give you this Disclosure Document at least 10 business days before the execution 

of any binding franchise or other agreement or the payment of any consideration, whichever occurs first. 

 

Washington requires that we give you this Disclosure Document at least 14 business days before the 

execution of any binding franchise or other agreement or the payment of any consideration, whichever 

occurs first. 

 

If Costa Vida does not deliver this Disclosure Document on time or if it contains a false or misleading statement, or a 

material omission, a violation of federal and state law may have occurred and should be reported to the Federal Trade 

Commission, Washington, D.C. 20580 and the appropriate state administrator listed in Exhibit A. 

 

The name, principal business and telephone number of the franchise seller offering the franchise is: 

Dave Rutter, Bryant Bishop, and Caleb Rutter, 3451 N. Triumph Blvd., Suite 105, Lehi, Utah 84043; (801) 797-2374. 

 

Issuance Date:  March 30, 2020 
 

Costa Vida authorizes the agent listed in Exhibit A to receive service of process for Costa Vida in your state.   

 

I received a Disclosure Document dated  March ___, 2020 that included the following Exhibits: 

 

Exhibit A Schedule of State Administrators and Agents For Service of Process 

Exhibit B List of Franchisees and Former Franchisee 

Exhibit C  Costa Vida Franchise Agreement, including the following Exhibits: 

Exhibit A Acknowledgement Addendum 

Exhibit B Ownership Addendum  

Exhibit C Guaranty 

Exhibit D Lease Addendum 

Exhibit E Investor Personal Covenants Regarding Confidentiality & Non-Competition 

Exhibit F Authorization Agreement For Prearranged Payments 

Exhibit G Site Selection Addendum 

Exhibit H Assignment of Telephone Number(s) 

Exhibit I State Specific Addenda 

Exhibit D Costa Vida Area Development Agreement, including the following Exhibits: 

 Exhibit A   Development Area and Schedule 

 Exhibit A-1 Development Area Map 

 Exhibit B Ownership Addendum 

 Exhibit C Guaranty 

 Exhibit D Investor Personal Covenants Regarding Confidentiality and Non-Competition 

 Exhibit E State Specific Addenda 
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Exhibit E Costa Vida Operations Manual Table of Contents 

Exhibit F Audited Financial Statements for the fiscal years ended December 31, 2017, December 31, 2018 

and December 31, 2019 

Exhibit G State Specific Addenda  

Exhibit H Definitions 

Exhibit I Receipts 

 

There are three available options for you to acknowledge receipt of this Disclosure Document.  It is necessary for you 

to select one of the options, by signing and dating this receipt and checking the appropriate box, and then follow the 

instructions required by the option you select. 

 

 Option 1:  Please print, sign, and return to us via first class mail a paper copy of this receipt, at the 

address on the cover page of the Disclosure Document. 

 Option 2:  Please print, sign, and transmit to us this receipt via facsimile at the fax number listed on 

the cover page of the Disclosure Document. 

 Option 3:  Please print, sign, scan and email to us this receipt to the email address listed on the cover 

page of the Disclosure Document. 

 

 

 

 

Date:         Date:         

 

 

 

              

Signature of Prospective Franchisee   Signature of Prospective Franchisee 

 

Print Name:        Print Name:        
 

 

 

 

 

 

 

 

 

 

 

 

[OUR COPY] 
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RECEIPT 

This Disclosure Document summarizes certain provisions of the Franchise Agreement and other information in plain 

language.  Read this Disclosure Document and all agreements carefully. 

 

If Costa Vida Management, LLC offers you a franchise, Costa Vida must provide this Disclosure Document to you 14 

calendar days before you sign a binding agreement with or make a payment to Costa Vida or an Affiliate in connection 

with the proposed franchise sale, or sooner if required by applicable state law. 

 

New York and Rhode Island law requires a franchisor to provide the Franchise Disclosure Document at the 

earlier of the first personal meeting or 10 business days before the execution of the franchise or other 

agreement or the payment of any consideration that relates to the franchise relationship. 

 

Michigan requires that we give you this Disclosure Document at least 10 business days before the execution 

of any binding franchise or other agreement or the payment of any consideration, whichever occurs first. 

 

Washington requires that we give you this Disclosure Document at least 14 business days before the 

execution of any binding franchise or other agreement or the payment of any consideration, whichever 

occurs first. 

 

If Costa Vida does not deliver this Disclosure Document on time or if it contains a false or misleading statement, or a 

material omission, a violation of federal and state law may have occurred and should be reported to the Federal Trade 

Commission, Washington, D.C. 20580 and the appropriate state administrator listed in Exhibit A. 

 

The name, principal business and telephone number of the franchise seller offering the franchise is: 

Dave Rutter, Bryant Bishop, and Caleb Rutter, 3451 N. Triumph Blvd., Suite 105, Lehi, Utah 84043; (801) 797-2374. 

 

Issuance Date:  March 30, 2020 
 

Costa Vida authorizes the agent listed in Exhibit A to receive service of process for Costa Vida in your state.   

 

I received a Disclosure Document dated  March ___, 2020 that included the following Exhibits: 

 

Exhibit A Schedule of State Administrators and Agents For Service of Process 

Exhibit B List of Franchisees and Former Franchisee 

Exhibit C  Costa Vida Franchise Agreement, including the following Exhibits: 

Exhibit A Acknowledgement Addendum 

Exhibit B Ownership Addendum  

Exhibit C Guaranty 

Exhibit D Lease Addendum 

Exhibit E Investor Personal Covenants Regarding Confidentiality & Non-Competition 

Exhibit F Authorization Agreement For Prearranged Payments 

Exhibit G Site Selection Addendum 

Exhibit H Assignment of Telephone Number(s) 

Exhibit I State Specific Addenda 

Exhibit D Costa Vida Area Development Agreement, including the following Exhibits: 

 Exhibit A   Development Area and Schedule 

 Exhibit A-1 Development Area Map 

 Exhibit B Ownership Addendum 

 Exhibit C Guaranty 
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 Exhibit D Investor Personal Covenants Regarding Confidentiality and Non-Competition 

 Exhibit E State Specific Addenda 

Exhibit E Costa Vida Operations Manual Table of Contents 

Exhibit F Audited Financial Statements for the fiscal years ended December 31, 2017, December 31, 2018 

and December 31, 2019 

Exhibit G State Specific Addenda  

Exhibit H Definitions 

Exhibit I Receipts 

 

There are three available options for you to acknowledge receipt of this Disclosure Document.  It is necessary for you 

to select one of the options, by signing and dating this receipt and checking the appropriate box, and then follow the 

instructions required by the option you select. 

 

 Option 1:  Please print, sign, and return to us via first class mail a paper copy of this receipt, at the 

address on the cover page of the Disclosure Document. 

 Option 2:  Please print, sign, and transmit to us this receipt via facsimile at the fax number listed on 

the cover page of the Disclosure Document. 

 Option 3:  Please print, sign, scan and email to us this receipt to the email address listed on the cover 

page of the Disclosure Document. 

 

 

 

 

Date:         Date:         

 

 

 

              

Signature of Prospective Franchisee   Signature of Prospective Franchisee 

 

Print Name:        Print Name:        
 

 

 

 

 

 

 

 

 

 

 

 

 

[YOUR COPY] 

 


