
INCOME	SHARING	PROMISSORY	NOTE	
	
PRINCIPAL	DOLLAR	AMOUNT:	________________	 	 	 	 DATE:	______________	
	
FOR	 VALUE	 RECEIVED,	 RatHaus	 Tempe,	 LLC	 (the	 “Company”),	 promises	 to	 pay	 to	 the	 order	 of	
______________________	 (“Subscriber”)	 an	 amount	 equal	 to	 ______________,	 calculated	 by	
multiplying	 the	 Principal	 by	 the	 Investment	 Multiple	 (the	 “Amount	 Due”).	 This	 note	 (the	 “Note”)	 is	
issued	 as	 part	 of	 a	 series	 of	 similar	 notes	 (each	 a	 “Note”	 and	 collectively,	 the	 “Notes”)	 to	 be	 issued	
pursuant	to	the	terms	of	 that	certain	Note	Subscription	Agreement	 (“Note	Subscription	Agreement”),	
dated	as	of	__________________,	by	and	among	the	Company,	Subscriber,	and	the	other	Subscribers	
thereto.	This	Note	is	subject	to	the	following	terms	and	conditions:	
	
1. Definitions	

	
a. Closing	 Date	 means	 the	 date	 on	 which	 the	 funds	 are	 released	 to	 the	 Company	 under	 the	

Offering.	In	the	event	that	multiple	closings	occur	in	this	Offering,	the	Closing	Date	applicable	to	
all	Notes	shall	be	the	last	closing	in	this	Offering.	

b. Income	Sharing	Percentage	means	70%	of	each	period’s	Periodic	Net	Income.	
c. Initial	Grace	Period	means	the	12	months	following	the	Closing	Date.	
d. Investment	Multiple	means	2.0x	
e. Investor	Proportion	means,	with	respect	to	each	Subscriber,	a	fraction,	the	numerator	of	which	

is	 the	 Principal	 applicable	 to	 such	 Subscriber,	 and	 the	 denominator	 of	 which	 is	 the	 Offering	
Amount.	

f. Majority	 in	 Interest	means	 those	 Subscribers	whose	 collective	 Investor	Proportions	 is	 greater	
than	50%	of	the	Offering	Amount.	

g. Maturity	Date	means	the	first	business	day	of	the	48th	month	following	the	Initial	Grace	Period.	
h. Offering	 means	 the	 offering	 of	 securities	 under	 Regulation	 Crowdfunding	 under	 which	 these	

Notes	were	issued.		
i. Offering	Amount	means	the	aggregate	amount	of	Notes	that	all	Subscribers	have	purchased	in	

connection	with	the	Offering.	
j. Operating	 Reserve	 Fund	means	 a	 reserve	 fund	 of	 the	 Company	 to	 be	 funded	 out	 of	 the	 net	

income	 of	 the	 Company.	 The	 Operating	 Reserve	 Fund	 shall	 be	 considered	 funded	 when	 an	
amount	equal	to	50%	of	the	operating	expenses	of	the	Company	during	the	Initial	Grace	Period	
has	been	contributed	to	the	Operating	Reserve	Fund.	

k. Periodic	 Net	 Income	 means,	 with	 respect	 to	 each	 six-month	 period,	 the	 net	 income	 of	 the	
Company	 calculated	 on	 a	 cash	 basis	 during	 such	 six-month	 period,	 after	 the	 Company	 has	
funded	its	Operating	Reserve	Fund.	

l. Periodic	Payment	means,	with	respect	to	each	applicable	six-month	period,	the	payment	by	the	
Company	in	the	amount	equal	to	the	Periodic	Net	Income	for	such	six-month	period	multiplied	
by	the	Income	Sharing	Percentage;	provided	that	each	Subscriber	is	entitled	to	his	proportionate	
share	of	each	Periodic	Payment	in	an	amount	equal	to	such	Periodic	Payment	multiplied	by	the	
Investor	Proportion.	

m. Principal	means,	with	respect	to	each	Subscriber,	the	amount	contributed	by	the	Subscriber	and	
is	identified	above	in	this	Note.	

n. Repayment	Triggering	Event	means	an	event	or	series	of	events	by	which	(i)	 the	persons	who	
hold	equity	interests	in	the	Company	on	the	Closing	Date	cease	to	own	and	control	at	least	51%	
of	 the	 equity	 interests	 in	 the	 Company	 on	 a	 fully	 diluted	 basis,	 (ii)	 the	 Company	 merges,	
consolidates	or	enters	 into	any	similar	combination	with	any	other	entity	 (with	or	without	the	



Company	being	the	continuing	or	surviving	entity),	(iii)	the	Company	disposes	all	or	substantially	
all	of	its	assets	to	any	other	entity,	or	(iv)	the	Company	liquidates,	winds	up	or	dissolves	itself	(or	
suffers	any	liquidation,	windup,	or	dissolution).	

o. Total	 Payment	 means	 (i)	 the	 sum	 of	 the	 Principal	 of	 all	 Subscribers	 multiplied	 by	 (ii)	 the	
Investment	Multiple.	
	

2. Note	Payments	
	

a. In	 consideration	 for	 the	proceeds	of	 the	Note	and	 subject	 to	 the	 terms	and	 conditions	of	 the	
Note	 Subscription	 Agreement,	 the	 Company	 agrees	 to	 make	 Periodic	 Payments	 to	 the	
Subscriber	in	arrears	by	the	7th	business	day	after	the	close	of	each	six-month	period	following	
the	Initial	Grace	Period	until	the	Company	has	paid	100%	of	the	Amount	Due	to	the	Subscriber.	

b. If	 the	 amount	 of	 a	 scheduled	 Periodic	 Payment	 exceeds	 the	 unpaid	 balance	 of	 the	 Total	
Payment,	 the	Company	shall	pay	 to	 the	Subscriber	an	amount	equal	 to	 the	unpaid	balance	of	
the	 Amount	 Due	 to	 the	 Subscriber	 in	 lieu	 of	 such	 Periodic	 Payment.	 In	 no	 event	 shall	 the	
Company	be	obligated	to	pay	any	amount	to	the	Subscribers	in	excess	of	the	Total	Payment.	

c. If	 the	Periodic	Net	 Income	 for	 any	 six-month	period	 is	 equal	 to	or	 less	 than	 zero,	 no	Periodic	
Payment	will	be	due	to	the	Subscribers	with	respect	to	such	six-month	period.	

d. The	Company	may,	 in	 its	sole	discretion	and	without	penalty,	prepay	the	Notes	 in	whole	or	 in	
part.	

e. If	 the	Company’s	payment	of	any	Periodic	Payment	due	hereunder	 is	more	 than	10	days	 late,	
the	Company	shall	pay	a	late	fee	in	an	amount	equal	to	5.0%	of	such	outstanding	payment,	to	
the	extent	permitted	by	applicable	 law.	Each	such	fee	shall	be	due	and	payable	at	the	time	of	
the	next	Periodic	Payment.			

f. If,	 on	 the	Maturity	 Date,	 the	 Subscribers	 have	 not	 received	 an	 aggregate	 amount	 of	 Periodic	
Payments	and	prepayments	equal	to	the	Total	Payment,	the	Company	shall,	within	10	business	
days	of	the	Maturity	Date,	pay	to	each	Subscriber	an	amount	equal	to	the	unpaid	balance	of	the	
Investor	Proportion	of	the	Total	Payment.	
	

3. Events	of	Default	
	
Each	of	the	following	shall	constitute	an	“Event	of	Default”	
	
a. The	Company’s	 failure	 to	pay	when	due	any	amount	payable	by	 it	hereunder	and	such	 failure	

continues	for	10	business	days.	
b. The	 Company’s	 failure	 to	 comply	 with	 any	 of	 its	 reporting	 obligations	 under	 Regulation	

Crowdfunding	and	such	failure	continues	for	10	business	days.	
c. The	Company’s	breach	of	any	other	covenants	made	by	it	hereunder	and	such	breach	continues	

for	10	business	days.	
d. Voluntary	 commencement	 by	 the	 Company	 of	 any	 proceedings	 to	 have	 itself	 adjudicated	 as	

bankrupt.	
e. The	 entry	 of	 an	 order	 or	 decree	 under	 any	 bankruptcy	 law	 that	 adjudicates	 the	 Company	 as	

bankrupt,	 where	 the	 order	 or	 decree	 remains	 unstayed	 and	 in	 effect	 for	 90	 days	 after	 such	
entry.	

f. The	entry	of	any	 final	 judgment	against	 the	Company	 for	an	amount	 in	excess	of	$100,000,	 if	
undischarged,	unbonded,	undismissed	or	not	appealed	within	30	days	after	such	entry.	



g. The	issuance	or	entry	of	any	attachment	or	the	receipt	of	actual	notice	of	any	lien	against	any	of	
the	 property	 of	 the	 Company,	 each	 for	 an	 amount	 in	 excess	 of	 $100,000,	 if	 undischarged,	
unbonded,	 undismissed	 or	 not	 being	 diligently	 contested	 in	 good	 faith	 in	 appropriate	
proceedings	within	30	days	after	such	issuance,	entry	or	receipt.	

h. Any	representation	or	warranty	made	by	the	Company	under	the	Note	Subscription	Agreement	
shall	prove	to	have	been	false	or	misleading	in	any	material	respect	when	made	or	deemed	to	
have	been	made;	provided	that	no	Event	of	Default	will	occur	under	this	clause	if	the	underlying	
issue	is	capable	of	being	remedies	and	is	remedied	within	30	days	of	the	earlier	of	the	Company	
becoming	aware	of	the	issue.	

i. The	occurrence	of	a	Repayment	Triggering	Event.	
	

4. Remedies	
a. If	any	Event	of	Default	occurs,	the	unpaid	portion	of	the	Total	Payment,	and	all	other	amounts	

payable	 hereunder	 to	 the	 Subscribers	 shall	 become	 immediately	 due	 and	 payable	 by	 the	
Company	to	the	Subscribers,	in	accordance	with	each	Subscriber’s	Investor	Proportion.	

b. If	this	Note	is	placed	in	the	hands	of	an	attorney	for	collection	after	default,	or	if	all	or	any	part	
of	 the	 indebtedness	 represented	hereby	 is	 proved,	 established	or	 collected	 in	 any	 court	 or	 in	
any	bankruptcy,	 receivership,	debtor	relief,	probate,	or	other	court	proceedings,	 the	Company	
and	 all	 endorsers,	 sureties,	 and	 guarantors	 of	 this	 Note	 jointly	 and	 severally	 agree	 to	 pay	
reasonable	out-of-pocket	fees	of	external	counsel	and	reasonable	collection	costs	to	the	holder	
hereof	in	addition	to	the	principal	and	interest	payable	hereunder.	

	
5. General	

	

a. Transfer;	 Successors	 and	 Assigns.	 	 The	 terms	 and	 conditions	 of	 this	 Note	 shall	 inure	 to	 the	
benefit	of	and	be	binding	upon	the	respective	successors	and	assigns	of	the	Company	and	the	
Subscriber.		Notwithstanding	the	foregoing,	the	Subscriber	may	not	assign,	pledge,	or	otherwise	
transfer	this	Note	without	the	prior	written	consent	of	the	Company.		Subject	to	the	preceding	
sentence,	this	Note	may	be	transferred	only	upon	surrender	of	the	original	Note	for	registration	
of	transfer,	duly	endorsed,	or	accompanied	by	a	duly	executed	written	instrument	of	transfer	in	
form	satisfactory	to	the	Company.	 	Thereupon,	a	new	note	for	the	same	principal	amount	and	
Revenue	Sharing	Percentage	will	be	issued	to	the	transferee.			

b. Governing	 Law.	 	 This	 Note	 and	 all	 acts	 and	 transactions	 pursuant	 hereto	 and	 the	 rights	 and	
obligations	of	the	Company	and	the	Subscriber	shall	be	governed,	construed	and	interpreted	in	
accordance	with	the	laws	of	the	State	of	Arizona,	without	giving	effect	to	principles	of	conflicts	
of	law.	

c. Notices.		Any	notice	required	or	permitted	by	this	Note	shall	be	in	writing	and	shall	be	deemed	
sufficient	 when	 delivered	 personally,	 by	 overnight	 courier,	 or	 sent	 by	 email	 or	 fax	 (upon	
customary	 confirmation	 of	 receipt),	 or	 48	 hours	 after	 being	 deposited	 in	 the	 U.S.	 mail	 as	
certified	or	registered	mail	with	postage	prepaid,	addressed	to	the	party	to	be	notified	at	such	
party’s	address	or	fax	number	as	set	forth	on	the	signature	page,	as	subsequently	modified	by	
written	notice,	or	if	no	address	is	specified	on	the	signature	page,	at	the	most	recent	address	set	
forth	in	the	Company’s	books	and	records.	

d. Amendments	 and	Waivers.	 	 Any	 term	 of	 this	 Note	 may	 be	 amended	 only	 with	 the	 written	
consent	 of	 the	 Company	 and	 the	 Majority	 in	 Interest;	 provided,	 however,	 that	 any	 such	
amendment	 or	waiver	 that	 applies	 to	 or	 affects	 any	 Subscriber	 in	 any	manner	 different	 than	
such	 amendment	 or	 waiver	 applies	 to	 or	 affects	 other	 Subscribers	 shall	 require	 the	 written	



consent	 of	 the	 Subscribers	 representing	 a	 majority	 of	 the	 outstanding	 principal	 amount	 of	
indebtedness	represented	by	all	Notes	held	by	such	Subscribers	that	are	so	differently	affected.		
Any	amendment	or	waiver	effected	in	accordance	with	this	Section	5	shall	be	binding	upon	the	
Company,	each	Subscriber	and	each	transferee	of	any	Note.	

e. Entire	Agreement.	 	 This	Note,	 together	with	 the	 Subscription	Agreement	 and	 the	 documents	
referred	to	therein,	constitutes	the	entire	agreement	between	the	Company	and	the	Subscriber	
pertaining	 to	 the	 subject	 matter	 hereof,	 and	 any	 and	 all	 other	 written	 or	 oral	 agreements	
existing	between	the	Company	and	the	Subscriber	are	expressly	canceled.	

f. Counterparts.		This	Note	may	be	executed	in	any	number	of	counterparts,	each	of	which	will	be	
deemed	to	be	an	original	and	all	of	which	together	will	constitute	a	single	agreement.	

g. Loss	 of	 Note.	 	 Upon	 receipt	 by	 the	 Company	 of	 evidence	 satisfactory	 to	 it	 of	 the	 loss,	 theft,	
destruction	or	mutilation	of	this	Note	or	any	Note	exchanged	for	it,	and	indemnity	satisfactory	
to	the	Company	(in	case	of	loss,	theft	or	destruction)	or	surrender	and	cancellation	of	such	Note	
(in	the	case	of	mutilation),	the	Company	will	make	and	deliver	in	lieu	of	such	Note	a	new	Note	of	
like	tenor.	

	

IN	WITNESS	WHEREOF,	 the	 undersigned	 has	 executed	 this	 Note	 effective	 as	 of	 the	 date	 above	 first	
written.	
	

COMPANY:	
RatHaus	Tempe,	LLC	
	
	
By:	______________________________	
Donald	Hulke	
Manager	of	RatHaus	Restaurants,	LLC	
	


