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The Next Step

Please complete the enclosed CONFIDENTIAL FRANCHISE APPLICATION form provided and
return to:

Cheese Steak Franchise Corporation
13925 San Pablo Avenue, Suite 200
San Pablo, Ca 94806

It is important that the Franchise Application is completed accurately and completely. Upon review of your
application, we will contact you to discuss the next steps.

Thank you for your interest in the Cheese Steak Shops.




Our Support System

Training

Our greatest strength is our restaurant operations. We begin to build this strength by providing a thorough and
intensive four week training program. This comprehensive program combines both classroom and on-the-job
training in an operating Cheese Steak Shop restaurant. It covers basic principles of management, scheduling,
food preparation, customer service, sanitation and other necessary details vital to the success of the operation
of a Cheese Steak Shop restaurant.

Purchasing Support

The Cheese Steak Shop Franchise Corporation has major competitive programs with some of the largest
purveyors in the country. All food and supplies must be purchased through our franchisor-approved vendors.
All proprietary items, specifically rolls and approved steak, to logo printed paper supplies and required decor
items will be made available at the lowest contracted prices.

On-Going Support

Our business success depends on the success of our franchisees. Regular visits by Cheese Steak Shop Franchise
consultants goes beyond quality control inspections. We will assist you in evaluating all aspects of your business.
We will have a "Fresh Eyes" objective to help you improve sales and profits and also to attain maximum use of
your assets. In addition refresher courses on operations, customer service, inventory control, staff management,
and accounting will be held periodically at the corporate headquarters.

Design and Construction

Franchisees will be provided with corporate assistance in planning, designing and building your restaurant.
We will provide all of the comprehensive information, such as prototype blueprints, equipment lists and sign
details.

Marketing Support

We believe in aggressive and innovative promotions as well as community involvement.We will provide you
with:

Point-of Sales Support Local Store Marketing Programs

New Product Promotions Local Advertising
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Franchisee Requirements

Owner/Operator

The Cheese Steak Shop Franchise Corporation wants individuals who are willing to devote their full time and
best efforts towards operating a successful Cheese Steak Shop Franchise.

We are interested in people with a proven track record of success, whether it is in their own business, or working
for a corporation. An extensive supervisory and managerial background is preferred.

Financial Capability

Financial qualifications are demanding and stringently adhered to. A franchisee must demonstrate the financial
capability to open and operate a Cheese Steak Shop franchise. The estimated initial investment for a

Cheese Steak Shop franchise ranges between $184,400 and $287,400. We require our franchisees to have a
minimum net worth of $250,000, of which $75,000 must be liquid capital.

Interpersonal Skill

We seek enthusiastic, professional individuals who have an ability to relate well with customers and employees.
We want individuals with integrity, strong organizational skills and dedication.

Conformity

All Cheese Steak Shop franchisees must be prepared to operate within a standard management and operational
system. We require strict adherence to our operating rules and regulations. These guidelines are necessary to
ensure success and uniformity throughout the entire franchise system.
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INTRODUCTION

The essential prerequisites for acquiring a new or existing Cheese Steak Shop restaurant are set forth in
Franchisor’s Uniform Franchise Offering Circular and Franchise Agreement. The purpose of this
writing is to describe how we actually go about approving or disapproving applicants.

You will see that we do not detail here specific criteria, such as a “net worth of $000.00.” The process
is so particularized to individual applicants and specific transactions that it is counter-productive to
attempt to articulate absolute rules

Most simply stated, our objective is to determine

i) whether the applicant (sometimes referred to as the “Franchisee,”
“transferee,” or “buyer”) pays his/her bills regularly and on time,

i) what easily available cash she/he has in verifiable accounts and whether it 1s
sufficient to support the proposed acquisition,

ii)  whether credit information matches up with buyer’s financial statements/tax
returns, and

iv)  whether there’s a reasonable likelihood the business will work on a long-
term basis, both as a personal investment for the franchisee and as a
component of our franchising system.

WHAT WE ACTUALLY DO

In the end, our “approval” or “disapproval” of an applicant 1s necessarily subjective. However, by
strictly adhering to the process, which is outhned below, it is the Company’s purpose to be as
consistent and fair in its decision-making process as is humanly possible. While we believe that the
ability to effectively communicate with both employees and the public is a very important qualifier for
success in our business, Franchisor does not discriminate on the basis of race, religion, gender, or
national origin.

How does the process start? Normally we expect to receive a fully complete application package
(which 1s provided in this brochure) that, among other things, includes the applicant’s current financial
statement and authorizes us to investigate the applicant’s credit. If the application is to acquire an
existing location (a “transfer”’), we normally require the following additional documentation:

a description of the essential business terms of the proposed transaction;
a recent store financials (one to two years),

the current and/or proposed premises lease;

buyer’s business plan/proforma for the business
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Promptly following receipt of the application ( and authorization to do so) we obtain a copy of the
applicant’s credit report. The report may very well be the linchpin that determines whether we go
forward. Assuming the report is minimally acceptable, we may ask for additional financial information
(in order that we can clearly understand the nature of the applicant’s assets and obligations). We also
ask for the applicant’s two most recent year’s federal tax returns. Going forward, we contact references
and verify (telephonically and in writing) both in-house data links and outside providers.

At the same time that we make our financial analysis, we also look at any number of “intangibles”—
among other things, we look at:

gross business skills;

“hospitality” skills—vis-a-vis both serving the public and managing employees;
“access” to additional capital—non-conventional as well as institutional sources;
if applicable, time in the system and prior credit and operational performance;
store potential—trends in local store market,

food service experience—training requirements;

any equitable considerations among close-by franchisees.
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It is not unusual for there to be on-going conversations with the applicant and we may ask for
additional documentation and/or a visit to our company headquarters . An applicant should anticipate
that the process will take from 35 to 45 days from inception to completion, at which time we notify the
applicant in writing of his or her approval (including any conditions or limitations and/or further
requirements) or our declination of the application.

COMPLETION

Again, in the normal course, the following completes new store acquisitions and transfers:

¢ (on a transfer) receipt of payment of any monies due and owing by the selling franchisee (out of
escrow or by other payment arrangements);,

execution of all franchise-related documents;

deliver executed copy of lease or lease transfer documents;

deliver articles of incorporation and other formation documents and certificate(s) of good standing;
deliver copies of shareholders agreements, partnership agreements and other agreements or
documents that affect the disposition of the Franchise Agreement, and all amendments to such
agreements;

confirm receipt of personal guarantees that may be required; and

¢ confirm receipt of shareholders and confidentiality agreements as may be required.
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Years of Excelience

3925 San Pablo Avenue Suite 200 San Pablo Ca 94806
(510) 232-8411 Ext 106 Fax (510) 232-8415





