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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STAT EMENTS

This Annual Report on Form 10-K, including all dooents incorporated by reference, includes "forwaodking” statements within the
meaning of Section 27A of the Securities Act of 398 amended (the "Securities Act") and Sectidhdfzhe Securities Exchange Act of
1934, as amended, and the Private Securities tigig&eform Act of 1995, and Poore Brothers, Iice ("Company") desires to take
advantage of the "safe harbor" provisions ther€bérefore, the Company is including this statenfienthe express purpose of availing itself
of the protections of the safe harbor with respeel! of such forward-looking statements. In tAisnual Report on Form 10-K, the words
"anticipates,” "believes," "expects," "intends,tlenates," "projects," "will likely result,” "wilcontinue," "future” and similar terms and
expressions identify forward-looking statementse Térward-looking statements in this Annual Remart~orm 10-K reflect the Company's
current views with respect to future events andrfgial performance. These forward-looking statemard subject to certain risks and
uncertainties, including specifically the Compamnglstively brief operating history, significantshirical operating losses and the possibility
of future operating losses, the possibility tha @ompany will need additional financing due taifatoperating losses or in order to
implement the Company's business strategy, thalpesiversion of management resources from thetdajay operations of the Company
as a result of strategic acquisitions, potentifilatilties resulting from the integration of acqedr businesses with the Company's business,
other acquisition-related risks, significant conilpat, risks related to the food products industrglatility of the market price of the
Company's common stock, par value $.01 per shiaee'@ommon Stock"), the possible de-listing of @@mmon Stock from the Nasdaq
SmallCap Market if the Company fails to satisfy #pplicable listing criteria (including a minimurhage price) in the future and those other
risks and uncertainties discussed herein, thatocalise actual results to differ materially frorstbiical results or those anticipated. In light
of these risks and uncertainties, there can bessarance that the forward-looking information cargd in this Annual Report on Form 10-K
will in fact transpire or prove to be accurate. &=a are cautioned to consider the specific ristofa described herein and in "Risk Factors,'
and not to place undue reliance on the forwardilmpktatements contained herein, which speak anbyf #he date hereof. The Company
undertakes no obligation to publicly revise thesevhrd-looking statements to reflect events orwitstances that may arise after the date
hereof. All subsequent written or oral forward-louk statements attributable to the Company or persating on its behalf are expressly
qualified in their entirety by this section.



ITEM 1. DESCRIPTION OF BUSINESS
BUSINESS

Poore Brothers, Inc. and its subsidiaries (coletyi, "the Company") are engaged in the developpmotuction, marketing and distribution
of innovative salted snack food products that ate primarily through grocery retailers, mass marufisers, club stores and vend distribu
across the United States. The Company (i) manufeetand sells T.G.I. Friday's(R) brand salted smackler license from TGI Friday's Inc.,
(i) manufactures and sells its own brands of siadteack food products including Poore BrothersB®)'s Texas Style(R), and Boulder Po
Company(R) brand batch-fried potato chips and Bkias(R) brand potato snacks, (iii) manufacturesape label potato chips for grocery
retail chains in the southwest, and (iv) distrilsuisaack food products that are manufactured byrsathe

For the fiscal year ended December 28, 2002, nenrees totaled $59,348,471. In fiscal 2002, appnekely 93% of revenues were
attributable to products manufactured by the Com§88% branded snack food products, 5% privatel latmelucts) and approximately 7%
revenues were attributable to the distributiont®y Company of snack food products manufacturedtogra@ompanies. For the fiscal year
ended December 31, 2001, net revenues totaled®§8,85. In fiscal 2001, approximately 91% of revenwere attributable to products
manufactured by the Company (84% branded snackgoadlicts, 7% private label products) and approseig®% of revenues were
attributable to the distribution by the Companysnéck food products manufactured by other compahimsthe fiscal year ended December
31, 2000, net revenues totaled $39,055,082. 1alfd@00, approximately 87% of revenues were atizitie to products manufactured by the
Company (72% branded snack food products, 15% teriebel products) and approximately 13% of revenmere attributable to the
distribution by the Company of snack food produmtnufactured by other companies. The CompanyisellsG.I. Friday's(R) brand salted
shack products to retailers, mass merchandiserslahdtores directly and the rest of its prodticteetailers and vend operators through
independent distributors. See

Note 10 "BUSINESS SEGMENTS AND SIGNIFICANT CUSTOMERS" to the financial

statements included in Item 8.

The Company produces T.G.I. Friday's(R) brand dateacks and Tato Skins(R) brand potato snackzingjla sheeting and frying process
that includes patented technology. The Companydies the patented technology from a third partytesdan exclusive right to use the
technology within North America until the patenipige between 2004 and 2006. T.G.I. Friday's(Rhdrsalted snacks and Tato Skins(R)
brand potato snacks are offered in several diftdtamors and formulations. These products are rfeantured at the Company's leased facility
in Bluffton, Indiana. The Company acquired the Bluf, Indiana manufacturing operation in Octobe®48s part of its acquisition of
Wabash Foods, LLC ("Wabash Foods"). In Decembe 20arner Bros. Consumer Products granted the Coynights to introduce an
innovative new brand of salted snacks featuringriegoTunes(TM) characters. The Company plans tcclatime new brand nationwide in the
summer of 2003 under a multi-year agreement ttattgrthe Company exclusive salted snack categarndidicensing and promotional rights
for Looney Tunes(TM) characters. See "PRODUCTS""®ARTENTS AND TRADEMARKS".

Poore Brothers(R), Bob's Texas Style(R) and Boukdgato Company(R) brand potato chips are manufeattwith a batcHrying process thi
the Company believes produces potato chips witlaeedd crispness and flavor. Poore Brothers(R) pataips are currently offered in 11
flavors, Bob's Texas Style(R) potato chips areantty offered in six flavors, and Boulder Potaton@@mny(R) potato chips are currently
offered in seven flavors. The Company also manufastpotato chips for sale on a private label hasiisg a continuous frying process. The
Company's potato chips are manufactured at a Coyapaned facility in Goodyear, Arizona. See "PRODUETand "MARKETING AND
DISTRIBUTION."

The Company's business objective is to be a leatingloper, manufacturer, marketer and distribatdnnovative branded salted snack
foods by providing high quality products at comfyedi prices that are superior in taste, textuadt variety and brand personality to
comparable products. A significant element of tleenPany's growth strategy is to develop, acquirkécense innovative salted snack food
brands that provide strategic fit and possess gtnational brand equity in order to expand, comglenor diversify the Company's existing
business. The Company also plans to increase glalssexisting products, increase distributioneeies and continue to improve its
manufacturing capacity utilization. See "BUSINESERATEGY."

The Company's executive offices are located at F@@h La Cometa Drive, Goodyear, Arizona 85338, itsitelephone number is (623)
932-6200.



COMPANY HISTORY

The Company, a Delaware corporation, was formel®8b6 as a holding company to acquire a potato rmhipufacturing and distribution
business which had been founded by Donald and JBow® in 1986.

In December 1996, the Company completed an imptiélic offering of its Common Stock, pursuant toievh2,250,000 shares of Common
Stock were offered and sold to the public at aeraify price of $3.50 per share. Of such share821652 shares were sold by the Company.
The initial public offering was underwritten by Bdise Valley Securities, Inc. (the "UnderwriteiThe net proceeds to the Company from the
sale of the 1,882,652 shares of Common Stock, délducting underwriting discounts and commissiorstae expenses of the offering
payable by the Company, were approximately $5,3,0n January 6, 1997, 337,500 additional shé&r€@mmon Stock were sold by the
Company upon the exercise by the Underwriter af\ar-allotment option granted to it in connectiothwhe initial public offering. After
deducting applicable underwriting discounts andesmggs, the Company received net proceeds of appatedy $1,000,000 from the sale of
such additional shares.

On November 4, 1998, the Company acquired the basiand certain assets of Tejas Snacks, L.P.,asTmsed potato chip manufacturer,
including Bob's Texas Style(R) potato chips brandentories and certain capital equipment. In cdesition for these assets, the Company
issued 523,077 unregistered shares of Common Stiticla fair value at the time of $450,000 and pgagroximately $1,250,000 in cash.

On October 7, 1999, the Company acquired Wabastgrancluding the Tato Skins(R), O'Boisies(R), &izizarias(R) trademarks for a total
purchase price of $12,763,000. The Company acqalted the membership interests of Wabash Fooals fiPate Foods Corporation in
exchange for (i) the issuance of 4,400,000 unregidtshares of Common Stock, (ii) the issuancefiokayear warrant to purchase 400,000
unregistered shares of Common Stock at an exgroise of $1.00 per share, and (iii) the effectigsianption of $8,073,000 in liabilities.

On June 8, 2000, the Company acquired Boulder HeEwods, Inc. and the business and certain re&tsets and liabilities of Boulder
Potato Company, a Colorado-based potato chip marked distributor. The assets included the Bouktgato Company(R) and Boulder
Chips(TM) brand, accounts receivable, inventorestain other intangible assets and specifiedliieds. In consideration for these assets and
liabilities, the Company paid a total purchase o€ $2,637,000, consisting of: (i) the issuanc@&28,252 unregistered shares of Common
Stock with a fair value at the time of $1,235,000,

(i) a cash payment of $301,000, (iii) the issuaata promissory note to the seller in the amodiii830,000, and (iv) the assumption of
$271,000 in liabilities. In addition, the Compangswequired to issue additional unregistered star€@mmon Stock to the seller on each of
the first two (and may on the third) anniversanéthe closing of the acquisition. Any such isswewill be dependent upon, and will be
calculated based upon, increases in sales of BoBlalato Company(R) products as compared to prepetiods.

In October 2000, the Company launched its T.Gitld's(R) brand salted snacks pursuant to a licagesement with TGl Friday's Inc.,
which expires in 2014.

On December 27, 2001, the Company completed tleeo$&86,855 shares of Common Stock at an offguitae of $2.13 per share to BFS
US Special Opportunities Trust PLC, a fund mandgeRenaissance Capital, in a private placemensaetion.

In December 2002, Warner Bros. Consumer Produetsted the Company rights to introduce an innovaiew brand of salted snacks
featuring Looney Tunes(TM) characters. The Compaays to launch the new brand nationwide in thersanof 2003 under a multi-year
agreement that grants the Company exclusive ssitack category brand licensing and promotionatsiftr Looney Tunes(TM) characters.

BUSINESS STRATEGY

The Company's business objective is to be a leatkngloper, manufacturer, marketer and distribatannovative branded salted snack
foods by providing high quality products at comfpesi prices that are superior in taste, textuydt variety and brand personality to
comparable products. A significant element of tleen@any's growth strategy is to develop, acquirkcense innovative salted snack food
brands that provide strategic fit and possess gtnational brand equity in order to expand, comglenor diversify the Company's existing
business. The Company also plans to increase ghiissexisting products, increase distributionegeues and continue to improve its
manufacturing capacity utilization. The primaryratnts of the Company's business strategy are lasvfol
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DEVELOP, ACQUIRE OR LICENSE INNOVATIVE SNACK FOODBANDS. A significant element of the Company's growtrategy is

to develop, acquire or license innovative salteatkrfood brands that provide strategic fit and pesstrong national brand equity in order to
expand, complement or diversify the Company's exjstusiness. The acquisitions of the Bob's Textge@), Tato Skins(R) and Boulder
Potato Company(R) brands in November 1998, Octd®8® and June 2000, respectively, were three duafegic acquisitions. In addition,

in October 2000 the Company launched the T.G.tay's(R) brand salted snacks under a license fr@irFfiday's Inc. In December 2002,
Warner Bros. Consumer Products granted the Comipgints to introduce an innovative new brand ofeshinacks featuring Looney Tunes
(TM) characters. The Company plans to launch the lrand nationwide in the summer of 2003 under Hirpear agreement that grants the
Company exclusive salted snack category branddiogrand promotional rights for Looney Tunes(TMawdcters. The Company will
continue to seek to develop, acquire or licensétiaddl brands with strong, differentiated snackdgroduct opportunities.

BUILD BRANDED SNACK FOOD REVENUES. The Company pfato build the market share of its branded prodietsugh continued
trade advertising and promotional activity in setéelcmarkets and channels. Marketing efforts incgladeong other things, joint advertising
with distributors, supermarkets and other manufacs) in-store advertisements and in-store displalye Company also participates in
selected event sponsorships and marketing reldijpsisvith the Arizona Diamondbacks baseball teane Tompany believes that these
events offer opportunities to conduct mass sampbingotivate consumers to try its branded produ@fgportunities to achieve new or
expanded distribution in alternate channels, sschirdines and the national vend channel, will carg to be targeted.

IMPROVE MANUFACTURING CAPACITY UTILIZATION. The Conpany's Arizona and Indiana facilities are curreoibgrating at
approximately sixty percent and forty percent @itmespective capacities. The Company believesatth@itional improvements to
manufactured products' gross profit margins arsipteswith the achievement of the business stragediscussed above. Depending on
product mix, the Company believes that the existiregnufacturing facilities could produce, in the @ggte, up to $150 million in annual
revenue volume and thereby further reduce manuiagtproduct costs.

The Company currently has arrangements with se@atiflornia and Arizona grocery chains for the mfacture and distribution by the
Company of their respective private label potatpghin various types and flavors as specifiedignt. The Company believes that contract
manufacturing opportunities exist. While they axee@mely price competitive and can be short in lana the Company believes that they
provide a profitable opportunity for the Companyrtgprove the capacity utilization of its facilitieshe Company intends to seek additional
private label customers located near its facilitig®® demand superior product quality at a reasenaiite.

PRODUCTS

MANUFACTURED SNACK FOOD PRODUCTS. The Company prods T.G.l. Friday's(R)brand salted snacks and $kies(R)brand
potato crisps utilizing a sheeting and frying psscel .G.I. Friday's(R)brand salted snacks and $&tos(R)brand potato crisps are offered in
several different flavors and formulations.

Poore Brothers(R), Bob's Texas Style(R), and Bautd¢ato Company(R) brand potato chips are markeggle Company as premium
products based on their distinctive combinatiooaking method and variety of distinctive flavaPmore Brothers(R) potato chips are
currently offered in 11 flavors, Bob's Texas StiRepotato chips are currently offered in six flayjceind Boulder Potato Company(R) potato
chips are currently offered in seven flavors.

The Company currently has agreements with sevetdifiothia and Arizona grocery chains pursuant taclwtihe Company produces their
respective private label potato chips in the stgled flavors specified by such grocery chains.

DISTRIBUTED SNACK FOOD PRODUCTS. The Company pusdgand resells throughout Arizona shack food mtsduanufactured by
others. Such products include pretzels, popcops, d@ind meat snacks.

MANUFACTURING

The Company's manufacturing facility in Blufftomdiana includes three fryer lines that can producaggregate of up to approximately
9,000 pounds per hour of T.G.I. Friday's(R) andT2itins(R) brand products. The Indiana
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facility is currently operating at approximatelytippercent of capacity. The T.G.I. Friday's(R) drado Skins(R) brand products are produ
utilizing a sheeting and frying process that inelsighatented technology utilized by the Company.bmpany licenses the technology from
a third party and has an exclusive right to use¢bbnology within North America until the pateetgire between 2004 and 2006. See
"PATENTS AND TRADEMARKS."

The Company believes that a key element of theesscto date of the Poore Brothers(R), Bob's Teigds(R) and Boulder Potato Company
(R) brand potato chips has been the Company'sfusstain cooking techniques and key ingredienth@émanufacturing process to produce
potato chips with improved flavor. These technigowsently involve two elements: the Company's afsg batch frying process, as opposed
to the conventional continuous line cooking methtad] the Company's use of distinctive seasoningsauce potato chips in a variety of
flavors. The Company believes that although thetbftying process produces less volume, it is Sopés conventional continuous line
cooking methods because it enhances crispnessaaad through greater control over temperature @hér cooking conditions.

In September 1997, the Company consolidated ai$ ehanufacturing operations into its present figcih Goodyear, Arizona, which was
newly constructed at the time and, in connecti@metvith, discontinued manufacturing operationsfacdity in LaVergne, Tennessee. In
1999, the Company purchased and installed additlmateh frying equipment in the Arizona facilityh& Arizona facility has the capacity to
produce up to approximately 3,500 pounds of pathtps per hour, including 1,400 pounds of batchdifiranded potato chips per hour and
2,100 pounds of continuous fried private label fwthips per hour. The Company owns additionallb&tgng equipment which, if needed,
could be installed without significant time or catd which would result in increased capacityrtwdpce the batch fried potato chips. The
Arizona facility is currently operating at approxdtely sixty percent of capacity.

On October 28, 2000, the Company experienced affitiee Arizona facility, causing a temporary slowtd of manufacturing operations at
facility. There was extensive damage to the roaf equipment utilities in the potato chip processanga. Third party manufacturers agreed to
provide the Company with production volume to $atieearly all of the Company's anticipated custsheeeds during the shutdown. The
Company continued to season and package the badkuptr received from third party manufacturers. Trenpany resumed full production
March 2001.

There can be no assurance that the Company wiéirobtfficient business to recoup the Company'estments in its manufacturing facilities
or to increase the utilization rates of such fe#i. See "ITEM 2. DESCRIPTION OF PROPERTY."

MARKETING AND DISTRIBUTION

The Company's T.G.l. Friday's(R), Tato Skins(R} Boore Brothers(R) brand snack food products hakieeved significant market presel
in the vending channel nationwide through an indelpat network of brokers and distributors, particlylin the mid-west and eastern
regions. The Company attributes the success pfaucts in these markets to consumer loyalty. Thmpany believes this loyalty results
from the products' differentiated taste, texturd iavor variety which result from its manufactugiprocesses.

During 2001, the Company retained Crossmark, lnteading national sales and marketing agency evithloyees and offices nationwide.
Crossmark represents T.G.I. Friday's(R) brand daltacks on behalf of Poore Brothers in the groaad/convenience store channels. The
Company's own sales organization sells T.G.l. Fi&g{R) brand salted snacks in the club, mass, dnagvend channels.

The Company's potato chip products are distribptedarily by a select group of independent distrilss. Poore Brothers(R) brand potato
chip products have achieved significant marketgmes in Arizona, New Mexico, Southern Californiawii, Missouri, Ohio and Michigan.
The Company's Bob's Texas Style(R) brand potajo pfaducts have achieved significant market pres@msouth/central Texas, including
Houston, San Antonio and Austin. The Company's 8auPotato Company(R) brand potato chip producte hahieved significant market
presence in Colorado and in natural food storessadhe country.

The Company's Arizona distribution business opsrtiteoughout Arizona, with 50 independently opedaervice routes. Each route is
operated by an independent distributor who merdsasdis many as 143 items at major grocery st@@<£in Arizona, such as Albertson's,
Basha's, Fry's, and Safeway stores. In additi@eteicing major supermarket chains, the Comparigtsloltors service many independent
grocery stores, club stores, and military faciitieroughout Arizona. In addition to Poore Brotlfig)sbrand products, the Company
distributes throughout Arizona a wide variety oask food items manufactured by other companieddireg pretzels, popcorn, dips, and
meat snacks.



Outside of Arizona, the Company selects brokersdisttibutors for its branded products primarilythe basis of quality of service, call
frequency on customers, financial capability ardti@nships they have with supermarkets and vendistgibutors, including access to "shelf
space" for snack food.

Successful marketing of the Company's productsriipén part, upon obtaining adequate shelf sparcsuch products, particularly in
supermarkets and vending machines. FrequenthyCdmepany incurs additional marketing costs in otdesbtain additional shelf space.
Whether or not the Company will continue to incucts costs in the future will depend upon a numiiéactors including, demand for the
Company's products, relative availability of shegdhce and general competitive conditions. The Campaay incur significant shelf space,
consumer marketing or other promotional costs @scassary condition of entering into competitiomaintaining market share in particular
markets or channels. Any such costs may materdigct the Company's financial performance.

The Company's marketing programs are designecdctease product trial and build brand awareneseri@ markets. Most of the Company's
marketing spending is focused on trade advertisimjtrade promotions designed to attract new coasiito the products at a reduced retail
price. The Company's marketing programs also irckelective event sponsorship designed to incleasel awareness and to provide
opportunities to mass sample branded products.s®psinip of the Arizona Diamondbacks typifies therpany's efforts to reach targeted
consumers and provide them with a sample of theg@miyls products to encourage new and repeat p@shas

SUPPLIERS

The principal raw materials used by the Companypatatoes, potato flakes, wheat flour, corn andTdie Company believes that the raw
materials it needs to produce its products areilseadailable from numerous suppliers on commelgisasonable terms. Potatoes, potato
flakes, wheat flour and corn are widely availat#arrround. The Company uses a variety of oils énpitoduction of its products and the
Company believes that alternative sources for silshas well as alternative oils, are readily atamt and available. The Company also uses
seasonings and packaging materials in its manufagtprocess.

The Company chooses its suppliers based primanilyriwe, availability and quality and does not hawg long-term arrangements with any
supplier. Although the Company believes that itmieed products and ingredients are readily avhdladnd that its business success is not
dependent on any single supplier, the failure daiage suppliers to meet the Company's performapeeifications, quality standards or
delivery schedules could have a material adveifeetadn the Company's operations. In particulayd@den scarcity, a substantial price
increase, or an unavailability of product ingredsecould materially adversely affect the Compappsrations. There can be no assurance
alternative ingredients would be available wherdegeand on commercially attractive terms, if at all

CUSTOMERS

Two customers of the Company, Vending ServicesrobAca ("VSA", a national vending distributor) antl*Mart (including its SAM's
Clubs) accounted for 13% and 21%, respectivelyh@fCompany's 2002 net revenues. The remaindeedfompany's revenues were deri
from sales to a limited number of additional custosn either grocery chains, club stores or regidistfibutors, none of which individually
accounted for more than 10% of the Company's $al2802. A decision by any of the Company's majstemers to cease or substantially
reduce their purchases could have a material aghegfsct on the Company's business.

All of the Company's revenues are attributablexdtemal customers in the United States and alisod$sets are located in the United States.
MARKET OVERVIEW AND COMPETITION

According to the Snack Food Association ("SFA"E th.S. market for salted snack foods reached $illi@én at retail in 2001 (the latest ye
for which data is available) with potato chipsittar chips and potato crisps, accounting for ne&f% of the market, and corn snacks,
popcorn, pretzels, nuts, meat snacks and otheupt®@dccounting for the balance. Total salted ssatds, in dollar terms, increased in each
of the last ten years, ranging from an increas® 5% (in 1997) to 0.3% (in 1995), with a 2001 irae of 5.1%. Potato chip, tortilla chips and
potato crisps combined sales have similarly in@eéawith 2001 retail sales of $10.2 billion, a 6.2%rease over 2000 sales of $9.6 billion.
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The Company's products compete generally agaihst salted snack foods, including potato chipstartdia chips. The salted snack food
industry is large and highly competitive and is dweed primarily by Frito-Lay, Inc., a subsidiarfyRepsiCo, Inc. Frito-Lay, Inc. possesses
substantially greater financial, production, mairkgt distribution and other resources than the Camgmand brands that are more widely
recognized than the Company's products. Numerdwes companies that are actual or potential congrstaf the Company, many with
greater financial and other resources (includingememployees and more extensive facilities) thenGbmpany, offer products similar to
those of the Company. In addition, many of such petitors offer a wider range of products than afteby the Company. Local or regional
markets often have significant smaller competitorany of whom offer products similar to those af ompany. Expansion of the
Company's operations into new markets has anctwaiiltinue to encounter significant competition froational, regional and local
competitors that may be greater than that encoethtey the Company in its existing markets. In addjtsuch competitors may challenge the
Company's position in its existing markets. While Company believes that its innovative productsrapthods of operation will enable it to
compete successfully, there can be no assurariteatfility to do so.

The principal competitive factors affecting the ketrof the Company's products include product dyalnd taste, brand awareness among
consumers, access to shelf space, price, adveraisid promotion, variety of snacks offered, nuiniéil content, product packaging and
package design. The Company competes in the maiikeipally on the basis of product quality andeas

GOVERNMENT REGULATION

The manufacture, labeling and distribution of th@Pany's products are subject to the rules andatgus of various federal, state and local
health agencies, including the FDA. In May 1994utations under the NLEA concerning labeling ofdqaroducts, including permissible L
of nutritional claims such as "fat-free" and "loat;f became effective. The Company believes thatabmplying in all material respects with
the NLEA regulations and closely monitors the fattent of its products through various testing qudlity control procedures. The Comp:
does not believe that compliance with the NLEA tagions materially increases the Company's manufengf costs. There can be no
assurance that new laws or regulations will nopéesed that could require the Company to altetatste or composition of its products or
impose other obligations on the Company. Such afmoguld affect sales of the Company's productdand a material adverse effect on
Company.

In addition to laws relating to food products, @empany's operations are governed by laws rel&immvironmental matters, workplace
safety and worker health, principally the OccupadidSafety and Health Act. The Company believesithmesently complies in all material
respects with such laws and regulations.

EMPLOYEES

As of December 28, 2002, the Company had 260 ifuk-employees, including 225 in manufacturing aistrithution, 15 in sales and
marketing and 20 in administration and finance. Toenpany's employees are not represented by algctieb bargaining organization and
the Company has never experienced a work stoppageCompany believes that its relations with itplyees are good.

PATENTS AND TRADEMARKS

The Company produces T.G.I. Friday's(R) brand datecks and Tato Skins(R) brand potato crispizintl a sheeting and frying process
that includes patented technology that the Comjiaagses from Miles Willard Technologies, LLC, ataho limited liability company
("Miles Willard"). Pursuant to the license agreemiggtween the Company and Miles Willard, the Conygdaas an exclusive right to use the
patented technology within North America until {retents expire between 2004 and 2006. In considarfr the use of these patents, the
Company is required to make royalty payments teMiVillard on sales of products manufactured iniljzhe patented technology.

The Company licenses the T.G.I. Friday's(R) braitktd snacks trademark from TGI Friday's Inc. uradikcense agreement with a term
expiring in 2014. Pursuant to the license agreentbatCompany is required to make royalty paymentsales of T.G.I. Friday's(R) brand
salted snack products and is required to achiestaiseminimum sales levels by certain dates dutirgcontract term.

In December 2002, Warner Bros. Consumer Produetstend the Company rights to introduce an innovaiew brand of salted snacks (ca
Crunch Toons(TM)) featuring Looney Tunes(TM) chagas, including Bugs Bunny, Tweety and the Tasmabavil. The Company plans
launch the new brand nationwide in the



summer of 2003 under a multi-year agreement thaitgrthe Company exclusive salted snack categaryddicensing and promotional rights
for Looney Tunes(TM) characters.

The Company owns the following trademarks, whiahragistered in the United States: Poore Brothgr#(R Intensely Different Taste(R),
Texas Style(R), Boulder Potato Company(R), Tatm§lk), O'Boisies(R), Pizzarias(R), Braids(R) andts(R). The Company considers its
trademarks to be of significant importance in tlempany's business. The Company is not aware ofiacymstances that would have a
material adverse effect on the Company's abilityde its trademarks.

RISK FACTORS

BRIEF OPERATING HISTORY; SIGNIFICANT PRIOR NET LOES; ACCUMULATED DEFICIT; SIGNIFICANT FUTURE
EXPENSES DUE TO IMPLEMENTATION OF BUSINESS STRATEGXIthough certain of the Company's subsidiariesehaperated for
several years, the Company as a whole has a ediativief operating history upon which an evaluatad its prospects can be made. Such
prospects are subject to the substantial riskeresgs and difficulties frequently encountered endhtablishment and growth of a new
business in the snack food industry, which is otterazed by a significant number of market entramtd intense competition, as well as risk
factors described herein. Although the Companybees profitable since fiscal 1999, the Company e&peed significant net losses in prior
fiscal years. At December 28, 2002, the Companyamaccumulated deficit of $1,849,893 and net wylkiapital of $1,959,971. See "ITE
6. MANAGEMENT'S DISCUSSION AND ANALYSIS OF RESULTSF OPERATIONS AND FINANCIAL CONDITION."

Even if the Company is successful in developingu@ing and/or licensing new brands, and increaslisgibution and sales volume of the
Company's existing products, it may be expectaddor substantial additional expenses, includingeatising and promotional costs,
"slotting" expenses (i.e., the cost of obtaininglEhpace in certain grocery stores), and integnatbsts of any future acquisitions.
Accordingly, the Company may incur additional lasgethe future as a result of the implementatibthe Company's business strategy, even
if revenues increase significantly. There can bassurance that the Company's business stratelgyraie successful or that the Company
will be profitable in the future.

NEED FOR ADDITIONAL FINANCING. A significant elemdrof the Company's business strategy is the dewsap, acquisition and/c
licensing of innovative salted snack food brandstlie purpose of expanding, complementing andi@rsifying the Company's business. In
connection with each of the Company's previous deaguisitions (Bob's Texas Style(R) in Novembed8 Tato Skins(R) and Pizzarias(R)
in October 1999, and Boulder Potato Company(Ruime2000), the Company borrowed funds or assumditiathl indebtedness in order to
satisfy a substantial portion of the consideratinuired to be paid by the Company. See "BUSINESSOMPANY HISTORY" and "ITEM

6. MANAGEMENT'S DISCUSSION AND ANALYSIS OF RESULTOF OPERATIONS AND FINANCIAL CONDITION -- LIQUIDITY
AND CAPITAL Resources." The Company may, in thauifet require additional third party financing (debtequity) as a result of any future
operating losses, in connection with the expansfdhe Company's business through mmquisition means, in connection with any additi
acquisitions completed by the Company, or to previerking capital for general corporate purposé®r& can be no assurance that any suct
required financing will be available or, if availabon terms attractive to the Company. Any thiagity financing obtained by the Company
may result in dilution of the equity interests bétCompany's shareholders.

ACQUISITION-RELATED RISKS. In recent years, a sificant element of the Company's business strategybleen the pursuit of selected
strategic acquisition opportunities for the purposexpanding, complementing and/or diversifying @ompany's business. Strategic
acquisitions are likely to continue to compriseetement of the Company's business strategy foiotleseeable future. However, no assuri
can be given that the Company will be able to caito identify, finance and complete additionafatle acquisitions on acceptable terms,
or that future acquisitions, if completed, will fgccessful. Any future acquisitions, could divestmagement's attention from the daily
operations of the Company and otherwise requiréiaddl management, operational and financial resesl Moreover, there can be no
assurance that the Company will be able to suagbssitegrate acquired companies or their manageremams into the Company's operai
structure, retain management teams of acquired aniep on a long-term basis, or operate acquiregaaias profitably. Acquisitions may
also involve a number of other risks, including ebe short-term effects on the Company's operatisiglts, dependence on retaining key
personnel and customers, and risks associateduwdthticipated liabilities or contingencies.

SUBSTANTIAL LEVERAGE; FINANCIAL COVENANTS PURSUANTTO U.S. BANCORP CREDIT AGREEMENT,; POSSIBLE
ACCELERATION OF INDEBTEDNESS. At December 28, 2002 Company had outstanding indebtedness undedi agreement with
U.S. Bancorp
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(the "U.S. Bancorp Credit Agreement") in the aggtegrincipal amount of $3,312,455. The indebteslvesler the U.S. Bancorp Credit
Agreement is secured by substantially all of thenfany's assets. The Company is required to comitiyogrtain financial covenants
pursuant to the U.S. Bancorp Credit Agreement Bg ks borrowings from U.S. Bancorp thereunder reraatstanding. Should the Compe
be in default under any of such covenants, U.ScBamshall have the right, upon written notice aftér the expiration of any applicable
period during which such default may be cured,eamdnd immediate payment of all of the then unpaitcgal and accrued but unpaid
interest under the U.S. Bancorp Credit AgreemehDécember 28, 2002, the Company was in compliaritteall financial covenants under
the U.S. Bancorp Credit Agreement (including minimannual operating results, minimum fixed chargeecage and minimum tangible
capital requirements). There can be no assuraatéhta Company will be in compliance with the fin@h covenants in the future. Any
acceleration of the borrowings under the U.S. Bgm€redit Agreement prior to the applicable mayudiates could have a material adverse
effect upon the Company. See "ITEM

6. MANAGEMENT'S DISCUSSION AND ANALYSIS OF RESULTOF OPERATIONS AND FINANCIAL CONDITION--LIQUIDITY
AND CAPITAL RESOURCES." In addition to the indebtes under the US Bancorp Credit Agreement, thep@agnhas significant
secured and unsecured indebtedness pursuant talzenof other agreements with other lenders. Atdbdmer 28, 2002, the aggregate
principal amount of such other indebtedness wa89%1667. The acceleration of the Company's indelggslunder any such agreements
could have a material adverse effect upon the Casnpa

VOLATILITY OF MARKET PRICE OF COMMON STOCK. The mket price of the Common Stock has experienced la leigel of

volatility since the completion of the Company'giah public offering in December 1996. Commencimigh an offering price of $3.50 per
share in the initial public offering, the markeigerof the Common Stock experienced a substardizlree, reaching a low of $0.50 per share
(based on last reported sale price of the CommockSin the Nasdag SmallCap Market) on Decembet 223. During fiscal 2002, the
market price of the Common Stock (based on lagirteg sale price of the Common Stock on the NasiagliCap Market) ranged from a
high of $3.40 per share to a low of $1.49 per shHhe last reported sales price of the Common Stacthe Nasdag SmallCap Market on
March 23, 2003 was $2.00 per share. There can lbsswance as to the future market price of ther@@mStock. See "COMPLIANCE
WITH NASDAQ LISTING MAINTENANCE REQUIREMENTS."

COMPLIANCE WITH NASDAQ LISTING MAINTENANCE REQUIREMENTS. In order for the Company's Common Stock tatiooe to
be listed on the Nasdaq SmallCap Market, the Comizarequired to be in compliance with certain aomed listing standards. One of such
requirements is that the bid price of listed sdigibe equal to or greater than $1.00. If, infthere, the Company's Common Stock fails t
in compliance with the minimum closing bid pricgqu@ement for at least thirty consecutive tradimgslor the Company fails to be in
compliance with any other Nasdaq continued listeguirements, then the Common Stock could be dedlifsom the Nasdaq SmallCap
Market. Upon any such de-listing, trading, if amythe Common Stock would thereafter be conduatetié over-the-counter market on the
so-called "pink sheets" or the "Electronic BulleBoard" of the National Association of Securitiesdlers, Inc. ("NASD"). As a consequence
of any such de-listing, an investor could find ibma difficult to dispose of, or to obtain accurgtetations as to the price of, the Company's
Common Stock. See "VOLATILITY OF MARKET PRICE OF GOMON STOCK."

COMPETITION. The market for salted snack foods hsas those sold by the Company, including potaipschortilla chips, dips, pretzels
and meat snacks, is large and intensely competi@igenpetitive factors in the salted snack food 8iduinclude product quality and taste,
brand awareness among consumers, access to sukersislf space, price, advertising and promotianiety of snacks offered, nutritional
content, product packaging and package designCbmepany competes in that market principally onltasis of product taste and quality.

The snack food industry is primarily dominated bigd=Lay, Inc., which has substantially greateraficial and other resources than the
Company and sells brands that are more widely rézed than are the Company's products. Numerows ottmpanies that are actual or
potential competitors of the Company, many withatge financial and other resources (including meamployees and more extensive
facilities) than the Company, offer products simttathose of the Company. In addition, many ofhscempetitors offer a wider range of
products than that offered by the Company. Locakgional markets often have significant smallenpetitors, many of whom offer batch
fried products similar to those of the Company. &gon of Company operations into new markets hesadll continue to encounter
significant competition from national, regional dodal competitors that may be greater than thatentered by the Company in its existing
markets. In addition, such competitors may chaketig Company's position in its existing marketbiléthe Company believes that its
innovative products and methods of operation willilde it to compete successfully, there can bessarance of its ability to do so.

PROMOTIONAL AND SHELF SPACE COSTS. Successful mérgof food products generally depends upon obtgiadequate retalil
shelf space for product display, particularly ipstmarkets. Frequently, food manufacturers andiloigors, such as the Company, incur
additional costs in order to obtain
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additional shelf space. Whether or not the Compacyrs such costs in a particular market is depenagon a number of factors, including
demand for the Company's products, relative aviithabf shelf space and general competitive coidis. The Company may incur
significant shelf space or other promotional cast® necessary condition of entering into competibr maintaining market share in
particular markets or stores. If incurred, suchtosay materially affect the Company's financiaf@enance.

NO ASSURANCE OF CONSUMER ACCEPTANCE OF COMPANY'SIBXING AND FUTURE PRODUCTS. Consumer preferences
shack foods are continually changing and are exdheniifficult to predict. The ability of the Compgato generate revenues in new markets
will depend upon customer acceptance of the Conipgmgducts. There can be no assurance that thg@&uons products will achieve a
significant degree of market acceptance, that daoep, if achieved, will be sustained for any digant period or that product life cycles will
be sufficient to permit the Company to recovertstigrand other associated costs. In addition, theenebe no assurance that the Company
succeed in the development of any new productisatrany new products developed by the Companyasflieve market acceptance or
generate meaningful revenue for the Company.

UNCERTAINTIES AND RISKS OF FOOD PRODUCT INDUSTRY h& food product industry in which the Company igaged is subject

to numerous uncertainties and risks outside of2timpany's control. Profitability in the food prodirdustry is subject to adverse changes in
general business and economic conditions, overgumertain food products at the wholesale andilrktvels, seasonality, the risk that a
food product may be banned or its use limited @tated unhealthful, the risk that product tamperimay occur that may require a recall of
one or more of the Company's products, and thethisksales of a food product may decline due togyeed health concerns, changes in
consumer tastes or other reasons beyond the cofitiod Company.

FLUCTUATIONS IN PRICES OF SUPPLIES; DEPENDENCE UP®NMNAILABILITY OF SUPPLIES AND PERFORMANCE OF
SUPPLIERS. The Company's manufacturing costs djestuto fluctuations in the prices of potatoesapmflakes, wheat flour, corn and oil,
as well as other ingredients of the Company's prtsdiPotatoes, potato flakes, wheat flour and aoerwidely available year-round. The
Company uses a variety of oils in the productioitoproducts. The Company is dependent on itslgrpgo provide the Company with
products and ingredients in adequate supply araltomely basis. Although the Company believes ifisatequirements for products and
ingredients are readily available, and that itaf®ss success is not dependent on any single suppié failure of certain suppliers to meet
the Company's performance specifications, qualégdards or delivery schedules could have a matatigrse effect on the Company's
operations. In particular, a sudden scarcity, atsuttial price increase, or an unavailability afgct ingredients could materially adversely
affect the Company's operations. There can be surasce that alternative ingredients would be allél when needed and on commercially
attractive terms, if at all.

LACK OF PROPRIETARY MANUFACTURING METHODS FOR CERTA PRODUCTS; FUTURE EXPIRATION OF PATENTED
TECHNOLOGY LICENSED BY THE COMPANY. The Company dinses patented technology from a third party imeotion with the
manufacture of its T.G.I. Friday's(R) and Tato SKit) brand products and has an exclusive righséosuich technology within North
America until the patents expire between 2004 &@b62In addition, the Company expects to utilizeepted technology from one or more
third parties in connection with the manufacturduséire products. Upon the expiration of such patecompetitors of the Company, certain
of which may have significantly greater resourdemtthe Company, may utilize the patented technaloghe manufacture of products that
are similar to those currently manufactured, ot thay in the future be manufactured, by the Compwitly such patented technology. The
entry of any such products into the marketplacdcchave a material adverse effect on sales of TRsidlay's(R) and Tato Skins(R) brand
products, as well as any such future productsheyompany.

The taste and quality of Poore Brothers(R), Bolk'sab Style(R), and Boulder Potato Company(R) bpantdto chips is largely due to two
elements of the Company's manufacturing processisié of batch frying and its use of distinctivassmings to produce a variety of flavors.
The Company does not have exclusive rights to sieeofi either element; consequently, competitors imegrporate such elements into their
Oown processes.

DEPENDENCE UPON KEY SNACK FOOD BRANDS; DEPENDENCHEON T.G.I. FRIDAY'S(R) LICENSE AGREEMENT AND
FUTURE LICENSE AGREEMENTS. The Company derives bssantial portion of its revenue from a limited rivem of snack food brands.
For the year ended December 28, 2002, approxim@gty of the Company's net revenues were attribeitabthe T.G.1. Friday's(R) brand
products and the Poore Brothers(R) brand prodActiecrease in the popularity of a particular snfacdd brand during any year could have a
material adverse effect on the Company's busifiessicial condition and results of operations. Ehean be no assurance that any of the
Company's snack food brands will retain their histd levels of popularity or increase in populariDecreased sales from any one of the key
snack food brands without a corresponding incré@asales from other existing or newly introduceddarcts would have a material adverse
effect on the Company's financial condition andiltssof operations.
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Furthermore, the T.G.I. Friday's(R) brand prodacesmanufactured and sold by the Company pursaantitense agreement by and betw
the Company and TGI Friday's Inc. which expire2014. Pursuant to the license agreement, the Compaubject to various requirements
and conditions (including, without limitation, mmum sales targets). The failure of the Companytoply with certain of such requirements
and conditions could result in the early terminatid the license agreement by TGI Friday's Inc. Agtynination of the license agreement,
whether at the expiration of its term or prior #ter could have a material adverse effect on thegamy's financial condition and results of
operations.

The Company may introduce one or more new prodiues lin the future that will be manufactured anid pairsuant to additional license
agreements by and between the Company and onererthial parties. Pursuant to any such licenseameats, the Company will likely be
subject to various requirements and conditiondaing minimum sales targets). The failure of thmpany to comply with certain of such
requirements and conditions could result in théydarmination of such additional license agreeraebepending upon the success of any
such new product lines, a termination of the aplie license agreements, whether at the expirafitimeir respective terms or prior thereto,
could have a material adverse effect on the Conipdimancial condition and results of operations.

DEPENDENCE UPON MAJOR CUSTOMERS. Two customershef€ompany, Vending Services of America ("VSA" adional vending
distributor) and Wal*Mart (including its SAM's Claly accounted for 13% and 21%, respectively, oGbmpany's 2002 net revenues, with
the remainder of the Company's net revenues barigedi from sales to a limited number of additioc$tomers, either grocery chains or
regional distributors, none of which individuallgaunted for more than 10% of the Company's rev@fare2002. A decision by any major
customer to cease or substantially reduce its pgehcould have a material adverse effect on thep@oy's business.

RELIANCE ON KEY EMPLOYEES; NON-COMPETE AGREEMENT%he Company's success is dependent in large pantthe abilities
of its executive officers, including Eric J. Kufélresident and Chief Executive Officer, Glen E.dklaSenior Vice President-Operations, and
Thomas W. Freeze, Senior Vice President and Climafrigial Officer. The inability of the Company'seexitive officers to perform their dut
or the inability of the Company to attract and iretather highly qualified personnel could have aemal adverse effect upon the Company's
business and prospects. The Company does not mnaintéa does it currently contemplate obtaininggyknan" life insurance with respect to
such employees. The employment of the executiveesff of the Company is on an "at-will" basis. @mpany has non-compete
agreements with all of its executive officers. 38&M 9. DIRECTORS AND EXECUTIVE OFFICERS OF THE GOPANY."

GOVERNMENTAL REGULATION. The packaged food industsysubject to numerous federal, state and locatigonental regulations,
including those relating to the preparation, latgind marketing of food products. The Companaitiqularly affected by the Nutrition
Labeling and Education Act of 1990 ("NLEA"), whickquires specified nutritional information to beabsed on all packaged foods. The
Company believes that the labeling on its prodaatsently meets these requirements. The Company nioebelieve that complying with the
NLEA regulations materially increases the Compamasufacturing costs. There can be no assuraneevao, that new laws or regulatio
will not be passed that could require the Comparslter the taste or composition of its productsctSchanges could affect sales of the
Company's products and have a material adverset effiethe Company.

PRODUCT LIABILITY CLAIMS. As a manufacturer and niaater of food products, the Company may be subjetcterarious product
liability claims. There can be no assurance thafptftoduct liability insurance maintained by the @amy will be adequate to cover any los
exposure for product liability, or that such ingura will continue to be available on terms accdptéthe Company. Any product liability
claim not fully covered by insurance, as well ag adverse publicity from a product liability claimould have a material adverse effect or
financial condition or results of operations of bempany.

SIGNIFICANT SHAREHOLDERS; POSSIBLE CHANGE IN CONTROAs a result of the Wabash Foods acquisition,itahpoods, LLC
("Capital Foods") (an affiliate of the former owr@rWabash Foods) became the single largest shidertaf the Company, currently holding
approximately 27% of the outstanding shares of Com@tock (without giving effect to the possible exge of warrants to purchase 250,000
shares of Common Stock also held by Capital Foddsjordingly, Capital Foods is in a position to mige substantial influence on the
business and affairs of the Company. In additinassance Capital Group, Inc. manages three fReismissance Capital Growth & Inco
Fund Ill, Inc., Renaissance U.S. Growth & IncomasEiPLC, and BFS US Special Opportunities Trust Riddch are currently the

beneficial owners of approximately 12%, 6% and véépectively, of the outstanding shares of ComntookSof the Company. Capital
Foods, Renaissance Capital Growth & Income Fundnd., Renaissance U.S. Growth & Income Trust Paiigl BFS US Special
Opportunities Trust PLC are hereinafter referreddibectively as the "Significant Shareholders"thslugh the Company is not aware of any
plans or proposals on the part of any
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Significant Shareholder to recommend or undertalyenaaterial change in the management or businefeedompany, there is no assurance
that a Significant Shareholder will not adopt gpport any such plans or proposals in the future.

Apart from transfer restrictions arising under apgible provisions of the securities laws, thererareestrictions on the ability of the
Significant Shareholders to transfer any or alhafir respective shares of Common Stock at any. me or more of such transfers could
have the effect of transferring effective contrbtiee Company, including to one or more partiesawtently known to the Company.

POSSIBILITY THE COMPANY WILL BE REQUIRED TO REGISTE SHARES OF CERTAIN STOCKHOLDERS FOR RESALE;
SHARES AVAILABLE FOR FUTURE SALE. On December 2Q@., the Company completed the sale of 586,85%shHrCommon Stoc
$0.01 par value, to BFS US Special OpportunitiasTPLC ("BFS"), a fund managed by Renaissancet&aproup, Inc., in a private
placement transaction. The net proceeds of theddion were utilized by the Company to reduceGbmpany's outstanding indebtednes:
connection with such transaction, the Company gddemand and piggyback registration rights to BR8suant to the demand registration
rights, the Company may be required, upon demamF&, to file a registration statement (the "BF$iReation Statement") with the
Securities and Exchange Commission covering tredeed the shares of Common Stock issued to BREBeitransaction. The Company will
be required to pay all expenses relating to anh segistration, other than underwriting discoustdling commissions and stock transfer t:
applicable to the shares, and any other fees gmehers incurred by the holder(s) of the sharetufimg, without limitation, legal fees and
expenses) in connection with the registration.

Approximately 7,374,156 shares of outstanding Com®twck and 956,156 shares of Common Stock issuiglole the exercise of warrants
issued by the Company are subject to "piggybaalisteation rights granted by the Company, purst@amthich such shares of Common
Stock may be registered under the Securities Adt as a result, become freely tradable in the éutdl or a portion of such shares may, at
the election of the holders thereof, be includethe\BFS Registration Statement and, upon theteflawess of thereof, may be sold in the
public markets.

No prediction can be made as to the effect, if #mgt future sales of shares of Common Stock vaillehon the market price of the Comn
Stock prevailing from time to time. Sales of subtitd amounts of Common Stock, or the perceptia@t these sales could occur, could
adversely affect prevailing market prices for thmr@non Stock and could impair the ability of the Qxamy to raise additional capital throt
the sale of its equity securities or through détsricing.

CERTAIN ANTI-TAKEOVER PROVISIONS. The Company's Giicate of Incorporation authorizes the issuantamto 50,000 shares of
"blank check" preferred stock with such designatjaights and preferences as may be determinedtfroento time by the Board of Directors
of the Company. The Company may issue such shameferred stock in the future without shareholdpproval. The rights of the holders
Common Stock will be subject to, and may be adVgisgected by, the rights of the holders of angfprred stock that may be issued in the
future. The issuance of preferred stock, while flioyg desirable flexibility in connection with pask acquisitions and other corporate
purposes, could have the effect of discouraginyitey or preventing a change of control of the @amy, and preventing holders of
Common Stock from realizing a premium on their skain addition, under Section 203 of the Delaviaeeeral Corporation Law (the
"DGCL"), the Company is prohibited from engagingaimy business combination (as defined in the DGt any interested shareholder
defined in the DGCL) unless certain conditionsraet. This statutory provision could also have ati@fkeover effect.

ITEM 2. DESCRIPTION OF PROPERTY

The Company leases a 140,000 square foot fadiligted on 15 acres of land in Bluffton, Indiangragimately 20 miles south of Ft.
Wayne, Indiana. The Company has entered into & legsiring in April 2018 with respect to the fatilivith two five-year renewal options.
Current lease payments are $20,000 per month.€Btse Ipayments are subject to an annual CPI-baseéde. The Company produces its
T.G.l. Friday's(R) brand salted snacks and Tato§K) brand potato snacks at the Bluffton, Indifaedity.

The Company owns a 60,000 square foot facilitytied@n 7.7 acres of land in Goodyear, Arizona, axprately 15 miles west of Phoenix,
Arizona. Construction of this facility was compléte June 1997. In August 1997, the Company coragl#ie transition of all of its Arizona
operations into the facility. The site will enaltfe Company to expand the facility in the futuratimtal building size of approximately
120,000 square feet. The facility is financed byatgage with Morgan Guaranty Trust Company of Newk that
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matures in June 2012. The Company produces iteeFRrathers(R), Bob's Texas Style(R) and Bouldeat®o€ompany(R) brand potato
chips, as well as its private label potato chipthatGoodyear, Arizona facility.

The Company is responsible for all insurance castiftjes and real estate taxes in connection \tghacilities. The Company believes that
facilities are adequately covered by insurance.

ITEM 3. LEGAL PROCEEDINGS

The Company is periodically a party to various laitssarising in the ordinary course of businessnsgement believes, based on discussions
with legal counsel, that the resolution of suchdaits will not have a material effect on the Compaifinancial position or results of
operations.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None.
PART Il
ITEM 5. MARKET FOR COMMON EQUITY AND RELATED STOCKH OLDER MATTERS

The Company's Common Stock is traded on the NaSdad|Cap Market tier of the Nasdaq Stock Marketaurttle symbol "SNAK". There
were approximately 3,500 shareholders of recortfarch 23, 2003. The Company has never declaredidrgmy dividends on the shares of
Common Stock. Management intends to retain anydwarnings for the operation and expansion oCth@pany's business and does not
anticipate paying any dividends at any time inftreseeable future. Additionally, certain debt agnents of the Company limit the
Company's ability to declare and pay dividends.

The following table sets forth the range of higld émw sale prices of the Company's Common Stodlejpsrted on the Nasdaq SmallCap
Market for each quarter of the fiscal years endeddmnber 28, 2002 and December 31, 2001.

SALES PRICES

PERIOD OF QUOTATION HIGH LOW
Fiscal 2001:
First Quarter $3.19 $2.31
Second Quarter $3.34 $2.54
Third Quarter $3.99 $2.25
Fourth Quarter $3.12  $2.28
Fiscal 2002:
First Quarter $2.72  $2.20
Second Quarter $3.40 $2.35
Third Quarter $2.97  $2.20
Fourth Quarter $3.02 $1.49

ITEM 6. SELECTED FINANCIAL DATA 1998

FIVE YEAR FINANCIAL SUMMARY
(IN MILLIONS EXCEPT SHARE AND PER SHARE DATA)

20 02 2001 2000 1999 1998
STATEMENTS OF EARNINGS DATA
Net revenues (a) $ 503 $ 539 $ 391 $ 21.5 $ 12.2
Gross profit (a) 11.3 10.9 7.7 4.0 2.3
Operating income (loss) 2.7 2.1 1.9 0.9 (0.4)
Net income (loss) 2.6 1.0 0.7 0.1 (0.9)
Net income (loss) per share - diluted $ 0.15 $ 0.06 $ 0.05 $ 0.01 $ (0.12)
Weighted average common shares 17,8 26,953 17,198,648 15,129,593 9,134,414 7,210,810
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BALANCE SHEET DATA

Net working capital $ 20 $ 20 $ 08 $ 0.8 $ 0.8
Total assets 31.8 31.7 30.3 26.1 12.9
Long-term debt 4.1 8.7 9.0 10.7 5.7
Shareholders' equity 20.7 16.8 14.3 11.3 5.3

(a) Data for fiscal years 1998 - 2001 has beemtedfor adoption of Emerging Issues Task Forc&RlEIssue No. 01-9 effective January 1,
2002. See Note 1 "Organization, Business and Sugnafaignificant Accounting PoliciesNew Pronouncements” to the financial statem
included in Item 8.

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion summarizes the signifidaictors affecting the consolidated operating tsstihancial condition, liquidity and
capital resources of the Company. This discusdionilsl be read in conjunction with the financiakstaents under Item 8 and the "Cautior
Statement on Forward-Looking Statements" on page 4.

Significant changes to the Company's business mixn@nrecurring events that have been recordedtbgdast three years affect the
comparisons of fiscal 2002, 2001, and 2000 oparati@onsequently, comparative results are moredifto analyze and explain. Where
practicable, this discussion addresses not onl§itlaacial results as reported, but also the ksults and factors affecting Poore Brothers' on-
going business.

In 2001, the Emerging Issues Task Force (EITF)eddulTF Issue No. 01-9, "Accounting for ConsidematGiven by a Vendor to a Customer
or a Reseller of the Vendor's Products," (EITF éssio. 01-9). EITF Issue No. 01-9 addresses theustit for certain consideration given

by a vendor to a customer and provides guidandb@necognition, measurement and income statentesgification for sales incentives. In
general, the guidance requires that consideratam & vendor to a retailer be recorded as a remtugtirevenue unless certain criteria are
The Company adopted the provisions of the EITFdd9da. 01-9 effective in the first quarter of 200®ias a result, costs previously recorded
as expense have been reclassified and reflectesiastions in revenue. The Company was also redjtireeclassify amounts in prior peric

in order to conform to the revised presentatiothebe costs if practicable. As a result of adoplEHEF Issue No. 01-9, the Company reduced
both net revenues and selling, general and admatiist expenses in 2001 and 2000 by $3,761,072256&87,925 respectively. There was no
change to the 2001 and 2000 previously reportethnetne as a result of this change.

Effective January 1, 2002, the Company change(igbal year from the twelve calendar months endindoecember 31 each year to the 52-
week period ending on the last Saturday occurrirtpé month of December of each calendar year. iaogly, fiscal 2002 commenced
January 1, 2002 and ended December 28, 2002.

RESULTS OF OPERATIONS
YEAR ENDED DECEMBER 28, 2002 COMPARED TO THE YEAR ENDED DECEMBER 31, 2001

For fiscal 2002, net revenues reached $59.3 mjllipn10% from fiscal 2001 net revenues of $53.® Tlmpany's revenue increase was
attributable to growth from T.G.I Friday's(R) brasalted snacks, which accounted for over 60% dafmaes. T.G.l. Friday's(R) growth was
partially offset by lower shipments of Tato Sking@d Poore Brothers(R) brand snacks in the vendiagnel due to deliberate
cannibalization by T.G.I. Friday's(R) brand salseécks, and by lower shipments of private labedoothips. Revenues from the Company's
other kettle-cooked potato chip brands and disteitbproducts rose modestly. Revenues in fiscal 20€lided approximately $1.2 million
from the Company's Texas merchandising operatidnhmiias sold in the fourth quarter of 2001.
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Net income for the year was $2.6 million, or $0pE8 basic and $0.15 per diluted share, an increlab®2% compared to fiscal 2001 |
income of $1.0 million, or $0.07 per basic and $Qo@r diluted share. The Company's improved ptuifitg was principally attributable to
increased revenue and improved operating efficenaeihich also allowed the Company to significaityrease promotional spending to
support continued growth, particularly for T.G.tiday's(R) brand salted snacks. In addition, then@any recorded an income tax credit of
$242,837 in fiscal 2002 compared to an income taxipion of $43,000 in fiscal 2001. The change ity reflects the income tax benefit
a deferred valuation allowance reversal in thedthirarter.

Manufacturing efficiencies improved as a resulinafeased production volumes due to higher reveraresgross profit increased 3% to
$11.3 million, or 19.1% of net revenue, despitehityher promotional spending. Profits were alsatpady affected by both lower selling,
general and administrative expenses and lowergstexpense. Selling, general and administratipereses declined 2% to $8.6 million, or
14.6% of net revenue, despite higher revenuesdaltight spending controls and no intangibles amatibn expense as a result of the adoj
of SFAS No. 142. Interest expense declined 48%®16 fillion due to reduced indebtedness, improvedkimg capital management and
lower interest rates.

YEAR ENDED DECEMBER31, 2001 COMPARED TO THE YEAR ENDED DECEMBER 31, 2000

For fiscal 2001, net revenues reached $53.9 mjllipri38% compared to fiscal 2000 net revenues 8fi3@iillion. Revenue growth for the
year was driven by a 45% increase in manufacturedyets segment revenues and was attributableetmtlout of T.G.1. Friday's(R) brar
salted snacks into nearly all distribution chann€he distributed products segment revenues decBfe to $4.8 million due to lower
promotional activity and the sale of the Compafggas merchandising operation in early November.

Gross profit for the year ended December 31, 26@%,$10.9 million, or 20% of net revenues, as casthto $7.7 million or 19% of net
revenues for fiscal 2000. The $3.2 million increase42%, in gross profit resulted from the incezhgolume in manufactured products.

Selling, general and administrative expenses ise# $8.8 million, or 16.4% of net revenues far year ended December 31, 2001, from
$5.8 million or 14.7% of net revenues for fiscaDR0This represents a $3.0 million increase, of%l.compared to fiscal 2000, primarily ¢
to an increase of $2.0 million in sales and marigesipending to support the increased sales voluimmaply in connection with support of
T.G.l. Friday's(R) brand products.

Net interest expense decreased to $1.0 milliothryear ended December 31, 2001, from $1.2 mifboriscal 2000. This decrease w
principally due to lower interest rates on ceri@ithe Company's indebtedness.

The Company's net income for the year ended Dece&ihe001 was $1.0 million, and the net incomettieryear ended December 31, 2000
was $0.7 million. This increase in net income witisbautable primarily to the increased gross proffset by higher selling, general and
administrative expenses.

LIQUIDITY AND CAPITAL RESOURCES

Net working capital was $1,960,000 (a current rafid.3:1), $2,015,000 (a current ratio of 1.3:431 771,000 (a current ratio of 1.1:1
December 28, 2002, December 31, 2001 and Decemb@080, respectively. For the fiscal year endeddbeber 28, 2002, the Company
generated cash flow of $5,842,000 from operatiniyiéies, principally from operating income and @cdease in accounts receivable, invested
$581,000 in new equipment, and made $5,393,008ympnts on long-term debt.

On October 28, 2000, the Company experienced affitliee Goodyear, Arizona manufacturing plant, teua temporary shutdown of
manufacturing operations at the facility. There watensive damage to the roof and equipment aeslith the potato chip processing area.
Third party manufacturers provided the Company witbduction volume to satisfy nearly all of the Gmany's customers' needs during the
shutdown. The Company continued to season and gadke bulk product received from third party mawctidirers. Full production at the
Arizona facility resumed in March 2001.

On October 7, 1999, the Company signed a new 3$8illibn Credit Agreement with U.S. Bancorp (the SJBancorp Credit Agreement")
consisting of a $3.0 million working capital liné aredit (the "U.S. Bancorp Line of Credit"), a 83nillion term loan (the "U.S. Bancorp
Term Loan A") and a $350,000 term loan (the "U.8n&rp Term Loan B"). Borrowings under the U.S. &ap Credit
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Agreement were used to pay off indebtedness uhéeCompany's previously existing Wells Fargo Créditeement, to refinance
indebtedness assumed by the Company in conneciibrihe Wabash Foods acquisition, and for futuneegal working capital needs. The
U.S. Bancorp Line of Credit bears interest at amuahrate of prime plus 1%. The U.S. Bancorp TewarLA bears interest at an annual rate
of prime and requires monthly principal paymentspbroximately $74,000 commencing February 1, 2pQ6; interest, until maturity on
July 1, 2006. The U.S. Bancorp Term Loan B hadratal interest rate of prime plus 2.5%, requiredhthly principal payments of
approximately $29,000, plus interest, and matunedarch 2001. Pursuant to the terms of the U.ScBanCredit Agreement, the Company
issued to U.S. Bancorp a warrant (the "U.S. Ban¥dgporant") to purchase 50,000 shares of CommorkSaran exercise price of $1.00 per
share. The U.S. Bancorp Warrant is exercisablé itstermination on October 7, 2004 and providestiolder thereof certain piggyback
registration rights.

In June 2000, the U.S Bancorp Credit Agreementamasnded to include an additional $300,000 term (tan"U.S. Bancorp Term Loan C
and to refinance a $715,000 non-interest bearing de to U.S. Bancorp on June 30, 2000. Proceedsthe U.S. Bancorp Term Loan C
were used in connection with the Boulder acquisitibhe U.S. Bancorp Term Loan C had an annualofgpeime plus 2% and required
monthly principal payments of approximately $12,50is interest, until maturity in August 2002. TBempany made a payment of
$200,000 on the $715,000 non-interest bearing aoderefinanced the balance in a term loan (the."Ba®icorp Term Loan D"). The U.S.
Bancorp Term Loan D had an annual rate of prime g and required monthly principal payments ofrapimnately $21,500, plus interest,
until maturity in June 2002.

In April 2001, the U.S. Bancorp Credit Agreemensvaanended to increase the U.S. Bancorp Line ofiCfredh $3.0 million to $5.0 million,
establish a $0.5 million capital expenditure liie@dit (the "CapEx Term Loan"), extend the U.@nBorp Line of Credit maturity date from
October 2002 to October 31, 2003, and modify ceffiaancial covenants. In June 2002, the U.S. Bgn€oedit Agreement was amended to
extend the U.S. Bancorp Line of Credit maturityeditom October 31, 2003 to October 31, 2005 andifyaédrtain financial covenants. The
Company borrowed $241,430 under the CapEx Term Lo&ecember 2001. The CapEx Term Loan bears stt@tean annual rate of prime
plus 1% and requires monthly principal paymentapgroximately $10,000, plus interest, until maguah October 31, 2003 when the bala
is due.

The U.S. Bancorp Credit Agreement is secured bgwats receivable, inventories, equipment and gémaemgibles. Borrowings under the
line of credit are limited to 80% of eligible reeables and up to 60% of eligible inventories. AtBmber 28, 2002, the Company had a
borrowing base of $3,174,000 under the U.S. Bantorp of Credit. The U.S. Bancorp Credit Agreemeatjuires the Company to be in
compliance with certain financial performance ciégincluding a minimum annual operating resuéiisa, a minimum tangible capital base
and a minimum fixed charge coverage ratio. At Ddwen28, 2002, the Company was in compliance witbfahe financial covenants.
Management believes that the fulfillment of the @amy's plans and objectives will enable the Comparattain a sufficient level of
profitability to remain in compliance with thesadincial covenants. There can be no assurance, kovtkat the Company will attain any
such profitability and remain in compliance. Anyaleration under the U.S. Bancorp Credit Agreemeiot to the scheduled maturity of the
U.S. Bancorp Line of Credit or the U.S. Bancorpriidmans could have a material adverse effect uperCompany.

As of December 28, 2002, there was no outstandafenioe on the U.S. Bancorp Line of Credit, $3,183,6n the U.S. Bancorp Term Loan
A, and $130,770 on the CapEx Term Loan.

The Company's Goodyear, Arizona manufacturingritigion and headquarters facility is subject thla9 million mortgage loan from
Morgan Guaranty Trust Company of New York, beatsrist at 9.03% per annum and is secured by theitiand the land on which it is
located. The loan matures on July 1, 2012; howmarthly principal and interest installments of $1§ are determined based on a twenty-
year amortization periot

The following table outlines the Company's futuosittactual financial obligations as of DecemberZ®)2, due by period:

LESS TH AN 1
TOTAL YEAR 1-3YEARS 4-5YEARS AFTER 5 YEARS
Long-term debt ............ $5,210,122 $1,105 ,004 $1,867,437 $ 603,908 $ 1,633,773
Operating leases .......... 7,114,645 980 ,270 1,868,336 1,595,148 2,670,891
Total contractual cash
obligations ............... $12,324,767 $ 2,085 274 $3,735,773 $2,199,056 $ 4,304,664
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The Company has entered into a variety of capiidl@perating leases for the acquisition of equipraed vehicles. The leases generally t
three to seven-year terms, bear interest at reaes8.2% to 11.3%, require monthly payments andrexai various times through 2008 and
are collateralized by the related equipment.

Rental expense under operating leases was $95&8r@D$506,900 for each of fiscal 2002 and 2001 e&syely. Minimum future rental
commitments under non-cancelable leases as of Dmre?8, 2002 are as follows:

CAPITAL OPERATING

YEAR LEASES LEASES TOTAL
2003 ..o $ 464 84 $ 980,270 $1,026,754
2004 ..o - 952,300 952,300
2005 ..o - 916,036 916,036
2006 ....ooiiieiiie e - 888,325 888,325
2007 e - 706,823 706,823
Thereafter ........ccccceevviiveeenns -- 2,670,891 2,670,891
Total oo 46,4 84 $7,114,645 $7,161,129
Less amount representing interest ...... 7 05)

Present value ..........cccceeeenee. $ 457 79

At December 31, 2001, the Company had outstandBfg £onvertible Debenture due July 1, 2002 in ttecgpal amount of $427,656 held
by Wells Fargo Small Business Investment Compamy, (I"'Wells Fargo SBIC"). The 9% Convertible Dehartwas secured by land,
building, equipment and intangibles. Interest @3B Convertible Debenture was paid by the Comjpang monthly basis. Monthly
principal payments of approximately $5,000 wereunegl to be made by the Company on the Wells FSBJ& 9% Convertible Debenture
through June 2002 and the remaining balance wasmuJely 1, 2002. In June 2002, Wells Fargo SBlAveoted its 9% Convertible
Debenture holdings into 401,497 shares of CommookStn November 1999, Renaissance Capital cony&®8s ($859,047) of its 9%
Convertible Debenture holdings into 859,047 shaféSommon Stock and agreed unconditionally to canvwo Common Stock the
remaining $859,047 not later than December 31, 2B0December 2000, Renaissance Capital convengedemaining 859,047 shares of its
9% Convertible Debentures into Common Stock.

On December 27, 2001, the Company completed tleo$&l86,855 shares of Common Stock at an offguite of $2.13 per share to BFS
US Special Opportunities Trust PLC, a fund mandgeRenaissance Capital, in a private placemensaetion. The net proceeds of the
transaction were utilized by the Company for gelhevgporate purposes and to reduce the Companistaoding indebtedness. The Comp
has granted BFS US Special Opportunities Trust Bt demand and piggyback registration rights waipect to the shares of Common
Stock purchased in the offering.

The Company plans to support its introduction air@@h Toons(TM) with the most comprehensive adviegisconsumer promotion and

public relations campaign in the Company's histbomthe second half of 2003, the Company will lduaanulti-million dollar national
television advertising campaign, newspaper coupogram, and public relations activities, as welfeegure on-pack promotions such as free
Looney Tunes(TM) tattoos. Due to approximately $Hiom in planned spending during the year for #ferementioned activities and other
costs associated with the launch, the Company ¢éxpede marginally profitable for 2003.

At December 28, 2002, the Company had net operaisgcarryforwards available for federal incomestaof approximately $2.6 million.
The Company's accumulated net operating loss cawgids will begin to expire in varying amountsveeén 2010 and 2018.

MANAGEMENT'S PLANS

In connection with the implementation of the Compaiusiness strategy, the Company may incur ahditioperating losses in the future
and is likely to require future debt or equity firtéings (particularly in connection with future $&gic acquisitions). Expenditures relating to
acquisition-related integration costs, trade antsamer marketing programs and new product developmay adversely affect operating
expenses and consequently may adversely affecatipgiand net income. These types of expenditueesxpensed for accounting purposes
as incurred, while revenue generated from the re$giuch investments may benefit future periodan&jement believes that cash flow from
operations, during the next twelve months, alonil &izailable working capital and borrowing facési should enable the Company to meet
its
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operating cash requirements through 2003. Theflislased on current operating plans and cer&soraptions, including those relating to
the Company's future revenue levels and expenditimdustry and general economic conditions andratbnditions. If any of these factors
change, the Company may require future debt otgdinancings to meet its business requirementerdlecan be no assurance that any
required financings will be available or, if avdile, on terms attractive to the Company.

INFLATION AND SEASONALITY

While inflation has not had a significant effectgmerations in the last year, management recogttizésnflationary pressures may have an
adverse effect on the Company as a result of higbsst replacement costs and related depreciatibhigher material costs. Additionally, -
Company may be subject to seasonal price incrédasesw materials. The Company attempts to mininieefluctuation in seasonal costs by
entering into purchase commitments in advance, lwhave the effect of smoothing out price volatilithe Company will attempt to
minimize overall price inflation, if any, throughdreased sales prices and productivity improvements

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

In December 2001, the Securities and Exchange Cssioni issued an advisory requesting that all negisd describe their three to five most
“critical accounting policies". The Securities dxthange Commission indicated that a "critical actimg policy” is one which is both
important to the portrayal of the Company's finahcondition and results and requires managemmais difficult, subjective or complex
judgments, often as a result of the need to matk@a&t®s about the effect of matters that are inftgreincertain. The Company believes t
the following accounting policies fit this defirot:

ALLOWANCE FOR DOUBTFUL ACCOUNTS. The Company maiims.an allowance for doubtful accounts for estirddtsses resulting
from the inability of its customers to make reqdigayments. If the financial condition of the Comya customers were to deteriorate,
resulting in an impairment of their ability to magayments, additional allowances may be requiréé. dllowance for doubtful accounts was
$409,000 and $219,000 at December 28, 2002 andnilere31, 2001, respectively.

INVENTORIES. The Company's inventories are statati@lower of cost (first-in, first-out) or markédthe Company identifies slow moving
or obsolete inventories and estimates appropmste provisions related thereto. Historically, thiess provisions have not been significant;
however, if actual market conditions are less fabt@ than those projected by management, additiowahtory write-downs may be
required.

GOODWILL AND TRADEMARKS. Goodwill and trademarkseareviewed for impairment annually, or more fredlyeifiimpairment
indicators arise. Goodwill is required to be tedtmdmpairment between the annual tests if an e@eours or circumstances change that
more-likely-than-not reduce the fair value of agejmg unit below its carrying value. Intangiblesats with indefinite lives are required to be
tested for impairment between the annual tests éweent occurs or circumstances change indicatiagthe asset might be impaired. The
Company believes at this time that the carryingi@aland useful lives continue to be appropriate.

ADVERTISING AND PROMOTIONAL EXPENSES. The Companypenses production costs of advertising the finsétthe advertising
takes place, except for cooperative advertisingsosbich are expensed when the related sales @wgnized. Costs associated with obtaining
shelf space (i.e. "slotting fees") are expensetiérperiod in which such costs are incurred byGbmpany. Anytime the Company offers
consideration (cash or credit) as a trade advegisi promotion allowance to a purchaser of praslattany point along the distribution chain,
the amount is accrued and recorded as a reductigvenue. Any marketing programs that deal diyegith the consumer are recorded in
selling, general and administrative expenses.

INCOME TAXES. The Company has been profitable sib®@89; however, it experienced significant netdssis prior fiscal years resulting

a net operating loss ("NOL") carryforward for fealeincome tax purposes of approximately $4.7 mill December 31, 2001. Generally
accepted accounting principles require that the @om record a valuation allowance against the dedelax asset associated with this NC

it is "more likely than not" that the Company wilht be able to utilize it to offset future taxesuridg the third quarter of 2002, the Company
concluded that it is more likely than not thatdeferred tax asset at that time would be realiretadso began providing for income taxes at a
rate equal to the combined federal and state afeecates, which approximates 39.2% under cur@@ntadtes, rather than the 7.5% rate
previously being used to record a tax provisiondioly certain state income taxes. Subsequent mnggo the estimated net realizable valu
the deferred tax asset could cause the provisioméome taxes to vary significantly from periodgeriod, although the cash tax payments
will remain unaffected until the benefit of the N@d_utilized.
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The above listing is not intended to be a comprsiveriist of all of the Company's accounting p@giln many cases the accounting
treatment of a particular transaction is specifjcdictated by generally accepted accounting pples, with no need for management's
judgment in their application. See the Companyttad financial statements and notes thereto whégfin on page 34 of this Annual Rep
on Form 10-K which contain accounting policies afiter disclosures required by auditing standaraeigdly accepted in the United States.

NEW ACCOUNTING PRONOUNCEMENTS

In June 2001, the Financial Accounting Standardsr@¢'FASB") issued Statements of Financial AccomgnStandards ("SFAS") No. 141,
"BUSINESS COMBINATIONS" and SFAS No. 142, "GOODWIIAND OTHER INTANGIBLE ASSETS". SFAS No. 141 require
companies to apply the purchase method of accayfdimall business combinations initiated aftered@@, 2001 and prohibits the use of the
pooling-of-interests method. SFAS No. 142 chanbesiiethod by which companies recognize intangidets in purchase business
combinations and generally requires identifiabtamgible assets to be recognized separately fravdwid. In addition, it eliminates the
amortization of all existing and newly acquired dadll on a prospective basis and requires compawniessess goodwill for impairment, at
least annually, based on the fair value of the tampunit. Upon adoption on January 1, 2002, toen@any ceased the amortization of
goodwill and other intangible assets with indeérites in accordance with SFAS No. 142. Goodwilll &rademark amortization expense \
approximately $652,000 and $603,000 for 2001 arg28spectively.

In August 2001, the FASB issued SFAS No. 144, "ACCOING FOR THE IMPAIRMENT OR DISPOSAL OF LONG-LIVEIASSETS".
SFAS No. 144 supersedes SFAS No. 121, "ACCOUNTINBRHHE IMPAIRMENT OF LONG-LIVED ASSETS AND FOR LONG
LIVED ASSETS TO BE DISPOSED OF" and the accounting reporting provisions of APB Opinion No. 30, ''RERTING THE
RESULTS OF OPERATIONS - REPORTING THE EFFECTS OBSBPOSAL OF A SEGMENT OF A BUSINESS, AND
EXTRAORDINARY, UNUSUAL AND INFREQUENTLY OCCURRING FENTS AND TRANSACTIONS". SFAS No. 144 modifies the
method by which companies account for certain dagairment losses. There was no effect from adg@#FAS No. 144 on January 1, 2C

In 2001, the Emerging Issues Task Force (EITF)ed€lTF Issue No. 01-9, "Accounting for ConsidematGiven by a Vendor to a Customer
or a Reseller of the Vendor's Products," (EITF déslio. 01-9). EITF Issue No. 01-9 addresses theustitm for certain consideration given

by a vendor to a customer and provides guidande@necognition, measurement and income statentesgification for sales incentives. In
general, the guidance requires that consideratam & vendor to a retailer be recorded as a remtuatirevenue unless certain criteria are
The Company adopted the provisions of the EITFddda. 01-9 effective in the first quarter of 200Rias a result, costs previously recorded
as expense have been reclassified and reflectextlastions in revenue. The Company was also redjtireeclassify amounts in prior peric

in order to conform to the revised presentatiothebe costs if practicable. As a result of adoplEHEF Issue No. 01-9, the Company reduced
both net revenues and selling, general and admatiist expenses in 2001 and 2000 by $3,761,072ar687,925 respectively. There was no
change to the 2001 and 2000 previously reportethnetne as a result of this change.

See Note 1 to the financial statements in Itemr&fdiscussion regarding recently issued accoustiaigdards, including Statement of
Financial Accounting Standards (SFAS) Nos. 141-4d@ EITF Issue No. 01-9.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

The principal market risks to which the Compangiposed that may adversely impact the Companyitsesf operations and financial
position are changes in certain raw material pragasinterest rates. The Company has no markeseis&itive instruments held for trading
purposes.

Raw materials used by the Company are exposectionpact of changing commaodity prices. The Comgamgst significant raw material
requirements include potatoes, potato flakes, wheat, corn and oil. The Company attempts to mizerthe effect of future price
fluctuations related to the purchase of raw matepamarily through forward purchasing to covetuie manufacturing requirements,
generally for periods from one to 18 months. Fuguentracts are not used in combination with tme/éod purchasing of these raw materials.
The Company's procurement practices are intendegbtace the risk of future price increases, bud alay potentially limit the ability to
benefit from possible price decreases.

The Company also has interest rate risk with respeiaterest expense on variable rate debt, vaites based upon changes in the prime rate.
Therefore, the Company has an exposure to chandbese rates. At December 28, 2002 and Decemh&081, the Company had $3.0
million and $8.0 million of variable rate debt owatsding. A hypothetical 10% adverse change in weidjlaverage interest rates during fiscal
2002 and 2001 would have had an unfavorable impfe®®.03 million and $0.08 million respectively, both the Company's net earnings
cash flows.

The Company's primary concentration of credit riskelated to certain trade accounts receivabléhémormal course of business, the
Company extends unsecured credit to its custorireB02 and 2001, substantially all of the Compsway'stomers were distributors or
retailers whose sales were concentrated in theegracdustry, throughout the United States. The gamy investigates a customer's credit
worthiness before extending credit. At DecemberZ2®2, two customers accounted for approximatety 7 the Company's accounts
receivable.

21



ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH AUDITORS ON ACCOUNTING AND FINANCIAL DISCLOSURE

Information with respect to this Item 9 is herebgdrporated by reference from the Company's "CuiReport on Form 8-K" filed by the
Company with the Securities and Exchange Commissioilay 14, 2002.

PART Il
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT
The executive officers and Directors of the Compang their ages, are as follows:

Name Age Pos ition

Eric J. Kufel 36 President, Chief Exec utive Officer, Director

Glen E. Flook 44 Senior Vice President -Operations

Thomas W. Freeze 51  Senior Vice President , Chief Financial
Officer, Treasurer, Secretary, and Director

Mark S. Howells 49  Chairman, Director

Thomas E. Cain 48  Director

James W. Myers 68 Director

Robert C. Pearson 67 Director

Aaron M. Shenkman 62 Director

ERIC J. KUFEL. Mr. Kufel has served as Presidehie€CExecutive Officer and a Director of the Compaimce February 1997. From
November 1995 to January 1997, Mr. Kufel was SeBrand Manager at The Dial Corporation and wasaesible for the operating resu
of Purex Laundry Detergent. From June 1995 to Ndam 995, Mr. Kufel was Senior Brand Manager foe Toca€ola Company where |
was responsible for the marketing and developmehtioute Maid products. From November 1994 to Ju@e5 Mr. Kufel was Brand
Manager for The Coca-Cola Company, and from Jui®d 1@ November 1994, Mr. Kufel was Assistant Brdfahager for The Coca-Cola
Company. From January 1993 to June 1994, Mr. Kuésd employed by The Kellogg Company in various ciies including being
responsible for introducing the Healthy Choice lofeereal and executing the marketing plan fold¢g)'s Frosted Flakes cereal. Mr. Kufel
earned a Masters of International Management flmmimerican Graduate School of International Manzyd in December 1992.

GLEN E. FLOOK. Mr. Flook has served as Senior eesident-Operations since May 2000 and as Vicgidet-Manufacturing from
March 1997 to May 2000. From January 1994 to Felprii@97, Mr. Flook was employed by The Dial Corgimna as a Plant Manager. From
January 1983 to January 1994, Mr. Flook servediitous capacities with Frito-Lay, Inc., includina® Manager and Production Manager.
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THOMAS W. FREEZE. Mr. Freeze has served as Senice Yresident since May 2000, as Chief Financifit®f, Secretary and Treasurer
since April 1997, and as a Director since Octol8991 From April 1997 to May 2000, Mr. Freeze serasd Vice President of the Company.
From April 1994 to April 1997, Mr. Freeze servedvase President, Finance and Administration - RetBNew England Business Service,
Inc. From October 1989 to April 1994, Mr. Freezeved as Vice President, Treasurer and Secretaxewaf England Business Service, Inc.

MARK S. HOWELLS. Mr. Howells has served as Chairnoéuthe Board of the Company since March 1995.tRemperiod from March 1995
to August 1995, Mr. Howells also served as Presidad Chief Executive Officer of the Company. Heved as the Chairman of the Board of
Poore Brothers Southeast, Inc., a former subsidifitite Company, from its inception in May 1993ilihtwas dissolved in 1999 and served
as its President and Chief Executive Officer frormyM 993 to August 1994. From 1988 to May 2000, iWowells served as the President
Chairman of Arizona Securities Group, Inc., a reggisd securities broker-dealer. Since May 2000,Hwrvells has devoted a majority of his
time to serving as the President and Chairman oHd®ells & Co., a registered securities broker-deal

THOMAS E. CAIN. Mr. Cain has served as a Direcioce September 2000. Mr. Cain has been Chief Exex@fficer of Focus Capital
Group LLC since December 2001. From 1999 to 20041,34in was Chairman of Frontstep distribution.camd from 1991 to 1999, Mr. Ca
was President and Chief Executive Officer of Dizition Architects International, Inc., a distrilartiand logistics software developer and
marketer. Mr. Cain has extensive experience imgoft development, e-commerce and supply chain neamegg.

JAMES W. MYERS. Mr. Myers has served as a Direstoce January 1999. Mr. Myers has been Presideviyefs Management & Capital
Group, Inc., a consulting firm specializing in $&gic, organizational and financial advisory seegito CEQ's, since January 1996. From
December 1989 to December 1995, Mr. Myers servétt@sident of Myers, Craig, Vallone & Francois,.Jrcmanagement and corporate
finance consulting firm. Previously, Mr. Myers was executive with a variety of consumer goods carigsa

ROBERT C. PEARSON. Mr. Pearson has served as @tiref the Company since March 1996. Mr. Pearsmlfeen Senior Vice
President-Corporate Finance for Renaissance C&pitalp, Inc. since April 1997. Previously, Mr. P&z had been an independent financial
and management consultant specializing in investngith emerging growth companies. Renaissancet&dpioup is the investment
manager of Renaissance Capital Growth & Income Rlinihc., the former owner of a 9% Convertible i@mture and currently a sharehol

of the Company. See "ITEM 6. MANAGEMENT'S DISCUSS@ND ANALYSIS OF RESULTS OF OPERATIONS AND FINANGL
CONDITION - LIQUIDITY AND CAPITAL Resources". From990 to 1994, Mr. Pearson served as Executive Riesident and Chief
Financial Officer of Thomas Group, Inc., a publitdgded consulting firm. Prior to 1990, Mr. Pearsaas Vice President-Finance of Texas
Instruments, Incorporated. Mr. Pearson is curremitjrector of Advance Power Technology, Inc. (bljaly traded semiconductor
manufacturer), and CaminoSoft Corp. (a distribuforonsumables for laser printers).

AARON M. SHENKMAN. Mr. Shenkman has served as aebior of the Company since June 1997. He has savédte General Partner of
Managed Funds LLC since October 1997. He servéldeagice-Chairman of Helen of Troy Corp., a digititr of personal care products,
from March 1997 to October 1997. From February 1®@8debruary 1997, Mr. Shenkman was the Presidadeten of Troy Corp. From 19!
to 1996, Mr. Shenkman also served as a Direct@raftmade International, a distributor of ceiliran$.

ITEMS 10-13. DOCUMENTS INCORPORATED BY REFERENCE

Information with respect to a portion of Item 1@dtems 11, 12 and 13 of Form 10-K is hereby inocajfed by reference into this Part 11l of
the Annual Report of Form 10-K from the Companyexy Statement relating to the Company's 2003 AhMegting of Shareholders to be
filed by the Company with the Securities and Exgga@ommission on or about April 15, 2003.

PART IV
ITEM 14. CONTROLS AND PROCEDURES

As required by Securities and Exchange Commisside B3a15 promulgated under the Securities Exchange AtB8#, as amended, witt
90 days prior to the filing date of this reporte tBompany carried out an evaluation of the effectass of the design and operation of the
Company's disclosure controls and procedures. &W@hkiation was carried out under the supervisiahveith the participation of the
Company's management, including the Company'sd&neisand Chief Executive Officer and the Compa@¥ief Financial Officer. Based
upon that evaluation, the Company's President dmef Executive Officer and
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the Company's Chief Financial Officer concluded tha Company's disclosure controls and procedanegffective. Subsequent to the date
the Company carried out its evaluation, there Hmaen no significant changes in the Company's iatexontrols or in other factors which
could significantly affect internal controls.

Disclosure controls and procedures are controlso#imel procedures that are designed to ensurénfioamation required to be disclosed in
Company reports filed or submitted under the Exglea#ict is recorded, processed, summarized andtezgpaithin the time periods specified
in the Securities and Exchange Commission's ruld§@ms. Disclosure controls and procedures irgludthout limitation, controls and
procedures designed to ensure that informationimegjto be disclosed in Company reports filed urtderSecurities Exchange Act of 1934,
as amended, is accumulated and communicated togmeuaat, including the Company's Chief Executivad@ffand Chief Financial Officer,
as appropriate, to allow timely decisions regardieqguired disclosure.

ITEM 15. EXHIBITS AND REPORTS OF FORM 8-K
The following documents are filed as part of thisnal Report on Form 10-K:
(@) 1. FINANCIAL STATEMENTS

REPORTS

Report of independent auditors with respect torfuia statements for the years ended December@®®, December 31, 2001 and December
31, 2000

FINANCIAL STATEMENTS

Consolidated balance sheets as of December 28,&@DPecember 31, 2001

Consolidated statements of income for the years@&iecember 28, 2002, December 31, 2001 and Dec&hp2000 Consolidated
statements of shareholders' equity for the yeade@December 28, 2002, December 31, 2001 and Dere3thib2000 Consolidated
statements of cash flows for the years ended Deeetth 2002, December 31, 2001 and December 3D, [808€s to consolidated financial

statements

(b) 2. FINANCIAL SCHEDULES

Schedules have been omitted because of the abskooeditions under which they are required or bseanformation required is included
the Company's financial statements or notes thereto

(c) 3. EXHIBITS REQUIRED BY ITEM 601 OF REGULATIOIS-K:

EXHIBIT
NUMBER DESCRIPTION
3.1 -- Certificate of Incorporation of the Com pany filed with the Secretary

3.2 --

3.3 --

of State of the State of Delaware on Febr

Certificate of Amendment to the Certific
Company filed with the Secretary of Stat
March 3, 1995. (1)

Certificate of Amendment to the Certific
Company filed with the Secretary of Stat
October 7, 1999. (Incorporated by
definitive Proxy Statement on Schedule

uary 23, 1995. (1)
ate of Incorporation of the
e of the State of Delaware on

ate of Incorporation of the
e of the State of Delaware on
reference to the Company's
14A filed with the Securities

and Exchange Commission on September 15, 1999.)
3.4 -- By-Laws of the Company. (1)
4.1 -- Specimen Certificate for shares of Common Stock. (1)
4.2 Convertible Debenture Loan Agreement da ted May 31, 1995 by and among

43—

4.4 -

45 -

4.6 --

the Company (and certain of its subsidiar
Wells Fargo. (1)

9.00% Convertible Debenture dated May 31
to Renaissance Capital. (1)

9.00% Convertible Debenture dated May 31
to Wells Fargo. (1)

Form of Warrant issued as of February 199
Wells Fargo. (3)

Warrant dated November 4, 1998, issu
Business Credit, Inc. (4)
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4.7 -- Warrant to purchase 400,000 shares of Conmatock, issued by the

Company to Wabash Foods on October 7, 199 9. (Incorporated by reference
to the Company's definitive Proxy Stateme nt on Schedule 14A filed with
the Securities and Exchange Commission on September 15, 1999.)

4.8 -- Form of Revolving Note, Term Note A a nd Term Note B issued by the
Company to U.S. Bancorp Republic Commerci al Finance, Inc. on October
7,1999. (5)

4.9 -- Warrant to purchase 50,000 shares of Common Stock, issued by the
Company to U.S. Bancorp Republic Commerci al Finance, Inc. on October
7,1999. (5)

4.10 -- Form of Term Note C and Term Note D issbgdhe Company to U.S.

Bancorp as of June 30, 2000. (6)

10.1 -- Non-Qualified Stock Option Agreements dadegjust 1, 1995, August 31, 1995 and February 2961by and between the Company
and Mark S. Howells. (1)

10.2 -- Non-Qualified Stock Option Agreements datedjust 1, 1995, August 31, 1995 and February 2961by and between the Company
and Jeffrey J. Puglisi. (1)

10.3 -- Agreement dated August 29, 1996, by andde the Company and Westminster Capital, Inc. 6Wdanster"), as amended. (1)

10.4 -- Amendment No. 1 dated October 14, 1998Y#orant dated September 11, 1996, issued by thep@ayrto Westminster. (1)

10.5 -- Letter Agreement dated November 5, 199&ratimg the Non-Qualified Stock Option Agreemeneddtebruary 29, 1996, by and
between the Company and Mark S. Howells. (1)

10.6 -- Letter Agreement dated November 5, 199&ratimg the Non-Qualified Stock Option Agreemeneddtebruary 29, 1996, by and
between the Company and Jeffrey J. Puglisi. (1)

10.7 -- Non-Qualified Stock Option Agreement dasdf October 22, 1996, by and between the CompadWark S. Howells. (1)

10.8 -- Letter Agreement dated as of November 9618y and between the Company and Jeffrey J. $tufl)

10.9 -- Letter Agreement dated November 1, 1996rnyamong the Company, Mark S. Howells, JeffrdQuglisi, David J. Brennan and
Parris H. Holmes, Jr. (1)

10.10 -- Letter Agreement dated December 4, 199@d between the Company and Jeffrey J. Pugdilsiting to stock options. (1)

10.11 -- Letter Agreement dated December 4, 199@nkl between the Company and Mark S. Howellstinglao stock options. (1)

10.12 -- Employment Agreement dated January 247 9@ and between the Company and Eric J. Kufgl. (2

10.13 -- Employment Agreement dated February 187 1By and between the Company and Glen E. FI&)k. (

10.14 --Employment Agreement dated April 10, 1997, by bativeen the Company and Thomas W. Freeze. (Incagabby reference to tl
Company's Quarterly Report on Form 10-QSB for kinedg-month period ended March 31, 1997.)

10.15 -- Fixed Rate Note dated June 4, 1997, bybehdeen La Cometa Properties, Inc. and Morgan &uaim rust Company of New York.
3)

10.16 -- Deed of Trust and Security Agreement datete 4, 1997, by and between La Cometa Propdriesand Morgan Guaranty Trust
Company of New York. (3)

10.17 -- Guaranty Agreement dated June 4, 199@ndybetween the Company and Morgan Guaranty Trustp@ny of New York. (3)

10.18 -- Agreement for Purchase and Sale of Linifedility Company Membership Interests dated aswgust 16, 1999, by and between
Pate Foods Corporation, Wabash Foods and the Comftacorporated by reference to the Company'snitefe Proxy Statement on
Schedule 14A filed with the Securities and Excha@genmission on September 15, 1999.)

10.19 -- Letter Agreement dated July 30, 1999 ky latween the Company and Stifel, Nicolaus & Comgparcorporated. (Incorporated by
reference to the Company's Quarterly Report on Fdi+®SB for the three-month period ended Septerd®get999.)

10.20 -- Poore Brothers, Inc. 1995 Stock OptiomPés amended. (5)

10.21 -- Credit Agreement, dated as of Octobe®391by and between the Company and U.S. Bancaopl#iie Commercial Finance, Inc.
(5)

10.22 -- Security Agreement, dated as of Octob&®899, by and between the Company and U.S. BarRRepoiblic Commercial Finance, Inc.
()

10.23 -- Commercial Lease, dated May 1, 1998, ldylmtween Wabash Foods, LLC and American Pacifiargial Corporation. (5)

10.24 -- Agreement for the Purchase and Sale oétassf Boulder Potato Company dated as of Jun8@),by and among the Company, the
shareholders of Boulder Potato Company, and Bold&to Company.

(6)
10.25 -- Registration Rights Agreement dated aiiok 8, 2000, by and between Boulder Potato Compaadyhe Company. (6)
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10.26 --First Amendment, dated as of June 30, 2000, tdiCAgreement, dated as of October 3, 1999, bykmtdeen the Company and L
Bancorp.

(6)

10.27 -- Second Amendment to Credit Agreement ¢tigtarch 2, 2001), by and between the Company afd Bank National Association.
(7)

10.28 -- License Agreement, dated April 3, 2000ahygl between the Company and TGI Friday's Inc.té@eportions of this exhibit have
been omitted pursuant to a confidential treatmequest filed with the Securities and Exchange Casion.) (7)

10.29 -- Third Amendment to Credit Agreement (datadch 30, 2001), by and between the Company aBd Bank National Association.
(8)

10.30 -- First Amendment to License Agreement,diateof July 11, 2001, by and between the Compadyl&l Friday's Inc. (certain
portions of this exhibit have been omitted pursuarg confidentiality treatment request filed wiltle Securities and Exchange Commission).
(9)

10.31 -- Share Purchase Agreement, dated Decerib20@1, by and between the Company and BFS US&@g&eportunities Trust PLC.
(Incorporated by reference to the Company's CuRepiort on Form 8-K filed with the Securities andcEange Commission on January 10,
2002.)

10.32 -- Fourth Amendment to Credit Agreement (da® of June 29, 2002), by and between the Comgathy).S. Bank National
Association. (10)

10.33 -- License Agreement, dated November 20, 2002nd between the Company and Warner Brosyisiah of Time Warner
Entertainment Company, L.P. (Certain portions & #xhibit have been omitted pursuant to a confidetreatment request filed with the
Securities and Exchange Commission.) (11)

10.34 -- License Agreement, dated November 20, 2002nd between the Company and Warner Brosyisiah of Time Warner
Entertainment Company, L.P. (Certain portions & #xhibit have been omitted pursuant to a confidétreatment request filed with the
Securities and Exchange Commission.) (11)

10.35 -- License Agreement, dated July 19, 200Gy between the Company and M.J. Quinlan & AssegiBty. Limited (Certain portions
of this exhibit have been omitted pursuant to didential treatment request filed with the Secestand Exchange Commission.) (11)

21.1 -- List of Subsidiaries of the Company. (11)

23.1 -- Consent of Deloitte & Touche, LLP. (11)

23.2 -- Notice Regarding Consent of Arthur AnderkeR (11)

99.1 -- Certification pursuant to 18 U.S.C. Sectl@30, as adopted pursuant to Section 906 of tHeafias-Oxley Act of 2002. (11)

(1) Incorporated by reference to the Company's fegion Statement on Form SB-2, Registration N3-3594-LA.

(2) Incorporated by reference to the Company's AhReport on Form 10-KSB for the fiscal year enBedember 31, 1996.

(3) Incorporated by reference to the Company's @tarReport on Form 10-QSB for the three-monthiqgeeended June 30, 1997.

(4) Incorporated by reference to the Company's t@dgrReport on Form 10-QSB for the three-monthiqueended September 30, 1998.
(5) Incorporated by reference to the Company's AahReport on Form 10-KSB for the fiscal year enBedember 31, 1999.

(6) Incorporated by reference to the Company's @tgrReport on Form 10-QSB for the three-monttigeeended June 30, 2000.

(7) Incorporated by reference to the Company's @tgrReport on Form 10-Q for the three-month pgeoaded March 31, 2001.

(8) Incorporated by reference to the Company's @darReport on Form 10-QSB for the three-monthiqebended June 30, 2001.

(9) Incorporated by reference to the Company's @dgrReport on Form 10-QSB for the three-monthiqueended September 30, 2001.
(10) Incorporated by reference to the Company'sr@ra Report on Form 10-Q for the quarter endept&mber 28, 2002.

(11) Filed herewith.

(b) Reports on Form 8-K.
None.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Resyigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

Dat ed: March 28, 2003 POORE BROTHERS, | NC.

By: /s/ Eric J. Kufel

Eric J. Kufel
Presi dent and Chief Executive Oficer

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the Registrant, in the capacities and on the datksated.

S| GNATURE TITLE DATE

/sl Eric J. Kufel Presi dent, Chief Executive Oficer, March 28, 2003

and Director (Principal Exaitive Eric J. Kufel Officer)

/sl Thomas W Freeze Seni or Vice President, Chief Financial March 28, 2003
----------------------- O ficer, Treasurer, Secretary, and
Thomas W Freeze Director (Principal Financial Oficer

and Principal Accounting Oficer)

/sl Mark S. Howells Chai rman, Director March 28, 2003

Mark S. Howel | s

/'s/ Thomas E. Cain Di rector March 28, 2003

Thomas E. Cain

/sl James W Mers Di rector March 28, 2003

James W Mers

/'s/ Robert C. Pearson Di rector March 28, 2003

Robert C. Pearson

/sl Aaron M Shenkman Di rector March 28, 2003

Aaron M Shenknman
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CERTIFICATIONS
[, Eric J. Kufel, certify that:
1. | have reviewed this Annual Report on Form 18fHoore Brothers, Inc.;

2. Based on my knowledge, this Annual on Form 1@eks not contain any untrue statement of a matexiabr omit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in this#ual Report on Form 10-K, fairly
present in all material respects the financial oo results of operations and cash flows ofréngistrant as of, and for, the periods presentec
in this report;

4. The registrant's other certifying officers araté responsible for establishing and maintainisgldsure controls and procedures (as def
in Securities and Exchange Commission Rules 13anti415d-14 promulgated under the Securities antidbge Act of 1934, as amended)
for the registrant and we have:

a) Designed such disclosure controls and procedaressure that material information relating te thgistrant, including its consolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period inieh this quarterly report is being prepared,;

b) Evaluated the effectiveness of the registratisslosure controls and procedures as of a datenn®0 days prior to the filing date of this
Annual Report on Form 10-K (the "Evaluation Dateiid

c) Presented in this Annual Report on Form 10-Kamnclusions about the effectiveness of the discsontrols and procedures based on
our evaluation as of the Evaluation Date;

5. The registrant's other certifying officers artthle disclosed, based on our most recent evahyatidhe registrant's auditors and the audit
committee of registrant's board of directors (aspas performing the equivalent function):

a) All significant deficiencies in the design orepgtion of internal controls which could adversaffect the registrant's ability to record,
process, summarize and report financial data awe foentified for the registrant's auditors any enial weaknesses in internal controls; and

b) Any fraud, whether or not material, that invaweanagement or other employees who have a sigmifiole in the registrant's internal
controls; and

6. The registrant's other certifying officers arfthize indicated in this Annual Report on Form 1@4xether there were significant changes in
internal controls or in other factors that coulginsficantly affect internal controls subsequenttte date of our most recent evaluation,
including any corrective actions with regard tonsigant deficiencies and material weaknesses.

Date: March 28, 2003

/sl Eric J. Kufel

Eric J. Kufel
Presi dent and Chi ef Executive O ficer
(principal executive officer)
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CERTIFICATIONS
I, Thomas W. Freeze, certify that:
1. | have reviewed this Annual Report on Form 18fHoore Brothers, Inc.;

2. Based on my knowledge, this Annual on Form 1@eks not contain any untrue statement of a matexiabr omit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in this#ual Report on Form 10-K, fairly
present in all material respects the financial oo results of operations and cash flows ofréngistrant as of, and for, the periods presentec
in this report;

4. The registrant's other certifying officers araté responsible for establishing and maintainisgldsure controls and procedures (as def
in Securities and Exchange Commission Rules 13anti415d-14 promulgated under the Securities antidbge Act of 1934, as amended)
for the registrant and we have:

a) Designed such disclosure controls and procedaressure that material information relating te thgistrant, including its consolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period inieh this quarterly report is being prepared,;

b) Evaluated the effectiveness of the registratisslosure controls and procedures as of a datenn®0 days prior to the filing date of this
Annual Report on Form 10-K (the "Evaluation Dateiid

c) Presented in this Annual Report on Form 10-Kamnclusions about the effectiveness of the discsontrols and procedures based on
our evaluation as of the Evaluation Date;

5. The registrant's other certifying officers artthle disclosed, based on our most recent evahyatidhe registrant's auditors and the audit
committee of registrant's board of directors (aspas performing the equivalent function):

a) All significant deficiencies in the design orepgtion of internal controls which could adversaffect the registrant's ability to record,
process, summarize and report financial data awe foentified for the registrant's auditors any enial weaknesses in internal controls; and

b) Any fraud, whether or not material, that invaweanagement or other employees who have a sigmifiole in the registrant's internal
controls; and

6. The registrant's other certifying officers arfthize indicated in this Annual Report on Form 1@4xether there were significant changes in
internal controls or in other factors that coulginsficantly affect internal controls subsequenttte date of our most recent evaluation,
including any corrective actions with regard tonsigant deficiencies and material weaknesses.

Date: March 28, 2003

/sl Thomas W Freeze

Thomas W Freeze

Seni or Vice President, Chief Financial

O ficer, Treasurer and Secretary

(principal financial and accounting officer)
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INDEPENDENT AUDITORS' REPORT
Shareholders and Board of Directors of Poore BrstHac. and Subsidiaries Goodyear, Arizona

We have audited the accompanying consolidated balsineet of Poore Brothers, Inc. and subsidiatties"Company") as of December 28,
2002, and the related consolidated statementscofie, shareholders' equity, and cash flows foy#ae then ended. These financial
statements are the responsibility of the Compangisagement. Our responsibility is to express aniapion these financial statements based
on our audit. The Company's consolidated finarstatiements as of December 31, 2001 and for the pealed December 31, 2001 and 2000,
before the reclassifications described in Noted lzafore the inclusion of the disclosures discussédbte 2 to the consolidated financial
statements, were audited by other auditors who beased operations. Those auditors expressed amlifiegl opinion on those financial
statements in their report dated February 11, 2002.

We conducted our audit in accordance with audistagndards generally accepted in the United StdtAmerica. Those standards require that
we plan and perform the audit to obtain reasonasseirance about whether the financial statemeatses of material misstatement. An au
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarstatiements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well agatirg the overall financial statement
presentation. We believe that our audit providesagonable basis for our opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, tinaricial position of Poore Brothers, Inc. and
subsidiaries as of December 28, 2002, and thetsesiutheir operations and their cash flows forykar then ended in conformity with
accounting principles generally accepted in thetdéhStates of America.

As discussed above, the financial statements o€trapany for the years ended December 31, 2002@0@ were audited by other auditors
who have ceased operations. As described in Ndte4de financial statements have been reclassdigi/e effect to Emerging Issues Task
Force (EITF) Issue No. 01-9, Accounting for Considien Given by a Vendor to a Customer or Resellehe Vendor's Products, which was
adopted by the Company on January 1, 2002. Wealithie reclassifications described in Note 1 therevapplied to conform the 2001 and
2000 financial statements to the comparative ptatien required by EITF Issue @L-Our audit procedures with respect to the 20@1L2000
disclosures in Note 1 included (i) comparing theoams shown as customer incentive costs in Noteuhtlerlying accounting analysis
obtained from management, and (2) on a test basisparing the amounts comprising the customer thaenosts obtained from
management to independent supporting documentatieh(3) testing the mathematical accuracy of tigetdying analysis. In our opinion,
such reclassifications have been properly apphliedvever, we were not engaged to audit, review pphaany procedures to the 2001 and
2000 financial statements of the Company other thiimrespect to such reclassifications and, adogihg, we do not express an opinion or
any form of assurance on the 2001 and 2000 finhstEitements taken as a whole.

As described in Note 2, these financial statemleate been revised to include the transitional dsales required by Statement of Financial
Accounting Standards No. 142, Goodwill and Othéangible Assets ("SFAS 142"), which was adoptedheyCompany as of January 1,
2002. Our audit procedures with respect to thelaisices in Note 2 with respect to 2001 and 200uded (1) comparing the previously
reported net income to the previously issued firdrstatements and the adjustments to reportetho@ine representing amortization expe
(including any related tax effects) recognizedhiosie periods related to goodwill and intangiblestssthat are no longer being amortized, as a
result of initially applying SFAS 142 (including yarelated tax effects) to the Company's underlgnglysis obtained from management, and
(2) testing the mathematical accuracy of the reitiation of adjusted net income to reported nebme and the related earnings-per-share
amounts. In our opinion, the disclosures for 200d 2000 in Note 2 are appropriate. However, we weteengaged to audit, review, or apply
any procedures to the 2001 and 2000 financialrsi@tés of the Company other than with respect tb sligclosures and, accordingly, we do
not express an opinion or any other form of asaeam the 2001 and 2000 financial statements tagkenwhole.

DELOITTE & TOUCHE LLP

February 12, 2003
Phoenix, Arizona
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

NOTE: The report of Arthur Andersen LLP presentetbty is a copy of a previously issued Arthur An@er&LP report. This report has r
been reissued by Arthur Andersen LLP nor has Arinotersen LLP provided a consent to the inclusibitsaeport in this Form 10-K.

To Poore Brothers, Inc.

We have audited the accompanying consolidated balsineets of POORE BROTHERS, INC. (a Delaware catjpm) and SUBSIDIARIES
as of December 31, 2001 and 2000, and the relatesblidated statements of operations, shareholeiguity, and cash flows for the years
then ended. These financial statements are thenstylity of the Company's management. Our resibditg is to express an opinion on
these financial statements based on our audits.

We conducted our audits in accordance with audi&bagdards generally accepted in the United Statesse standards require that we plan
and perform the audit to obtain reasonable assarabout whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarstetements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well agatirgg the overall financial statement
presentation. We believe that our audits providesgonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, financial position of Poore Brothers, Inc.
and subsidiaries as of December 31, 2001 and 20@Dthe results of their operations and their ¢asts for the years then ended in
conformity with accounting principles generally apted in the United States.

ARTHUR ANDERSEN LLP

Phoenix, Arizona,
February 11, 2002
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POORE BROTHERS, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

DECEMBER 28, DECEMBER 31

2002 2001
ASSETS
Current assets:
Cash ..o $ 1,395,187 $ 894,19
Accounts receivable, net of allowance of $409,000
and $219,000 in 2001 ........ccccecueeeinnnnne 4,427,531 4,982,79
INVeNtories ........ccccvveevinenenn. 1,760,401 1,887,87
Deferred income tax asset .... 421,942 -
Other current assets ........cccceevcveeeeinnes 803,665 430,91
Total current @ssets .....ccovcvvvevveceeees e 8,808,726 8,195,77
Property and equipment, Net .......cccccccevveeeees s 13,009,948  13,730,27
Goodwill . . 5,565,687 5,354,90
Intangible assets, net ........ccccccevveveeeennn. 4,207,032 4,207,03
Other assets, Net ......cccccvvvccivviiicieeees e 165,233 200,07
Total @SSetS .oovvvevieiiieeieeieeeee e $ 31,756,626 $ 31,688,06
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Accounts payable ........ccccevvveiiceeeeeees e, $ 2,937,602 $ 2,430,85
Accrued liabilities .....ccccccovccvveeveeeeeees s 2,806,149 1,406,84
Current portion of long-term debt ............. L 1,105,004 2,343,47
Total current liabilities ..........ccceeeee. 6,848,755 6,181,17
Long-term debt, less current portion ............... L. 4,105,118 8,661,25
Deferred income tax liability ......ccccccoeceeeee. s 80,512 -
Total liabilities ..ccccvvveveviiciee 11,034,385  14,842,42
Commitments and contingencies
Shareholders' equity:
Preferred stock, $100 par value; 50,000 shares au thorized;
no shares issued or outstanding at December 28, 2002 and
2001, respectively ....ccovevvvciieneniceees s - -
Common stock, $.01 par value; 50,000,000 shares a uthorized;
16,729,911 and 15,687,518 shares issued and out standing at
December 28, 2002 and December 31, 2001, respec tively ..o 167,299 156,87
Additional paid-in capital ........ccccoeeeeeeee. e 22,404,835  21,175,48
Accumulated defiCit ....oooeevvviiiiiieeee s (1,849,893) (4,486,72
Total shareholders' equity .......ccoceeeeee. e 20,722,241  16,845,63
Total liabilities and shareholders' equity ... $ 31,756,626 $ 31,688,06

The accompanying notes are an integral part oktheasolidated financial statements.
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POORE BROTHERS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

DECEMBER 28, DECEMBER 31,
2002 2001 2000

Net revVenues ..........cccceevciviieeiiiieen, $59,348,471 $53,904,816 $ 39,055,082

Cost of revenues .......cccccceevveeeeeeninnnnns 48,036,462 42,958,822 31,350,941

Gross profit ......cccvvvveveeieiieneennnn. 11,312,009 10,945,994 7,704,141

Selling, general and administrative expenses .... 8,637,652 8,816,627 5,758,883

Operating iNnCoOMe .......cccccceeevvevennnnne 2,674,357 2,129,367 1,945,258

Fire related income, net ..........ccccceee... 259,376 4,014 --

Interest expense, Net .........cccceeeeinneenn. (539,733) (1,045,117) (1,177,467)

Total interest expense and other ......... (280,357) (1,041,103) (1,177,467)

Income before income tax provision ......... 2,394,000 1,088,264 767,791

Income tax benefit (provision) .................. 242,837 (43,000) (38,000)

Net income .......cccoveevveevieeciee, $ 2,636,837 $ 1,0452264 $ 729,791

Earnings per common share:
BaSIC ..o $ 016 $ 0.07 $ 0.05

Diluted .....cooovveiiiiieiie $ 015 $ 0.06 $ 0.05

Weighted average number of common shares:
BaSIC ...vveveeiiece e 16,146,081 15,050,509 13,769,614

Diluted .......ccooociiiiiiiiiines 17,826,953 17,198,648 15,129,593

The accompanying notes are an integral part oktheasolidated financial statements.
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POORE BROTHERS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

COM MON STOCK ADDITIONAL
------------------------- PAID-IN  ACCUMULATED
SHARES AMOUNT CAPITAL DEFICIT
Balance, December 31, 1999 ............ 13,222,0 44 $ 132,220 $17,386,827 $(6,261,784) $11
Exercise of common stock options .... 153,3 34 1,533 173,705 --
Issuance of common stock ............ 1,619,3 87 16,194 2,117,010 -- 2
Netincome .......cccccceeeeeeiinnnne -- -- - 729,791
Balance, December 31, 2000 ............ 14,994,7 65 149,947 19,677,542 (5,531,993) 14
Exercise of common stock options .... 76,0 00 760 97,810 -
Issuance of warrants ................ -- -- 16,800 --
Issuance of common stock ............ 616,7 53 6,168 1,383,333 -- 1
Netincome .......cccccceeveviinnnne -- -- - 1,045,264 1
Balance, December 31, 2001 ............ 15,687,5 18 156,875 21,175,485 (4,486,729) 16
Exercise of common stock options .... 349,0 16 3,490 508,304 --
Issuance of common stock ............ 693,3 77 6,934 721,044 --
Netincome .......ccccceeeeieiinne -- -- - 2,636,837 2

Balance, December 28, 2002 . 16,729,9 11 $ 167,299 $22,404,835 $(1,849,893) $20

The accompanying notes are an integral part oktheasolidated financial statements.
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POORE BROTHERS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

CASH FLOWS PROVIDED BY (USED IN) OPERATING ACTIVITI
Net inCome .......cccevviviieiiecicees
Adjustments to reconcile net income to net cash p
operating activities:
Depreciation .. .
AmMOrtization ..........cccceeeeenieieneens
Accounts receivable and inventory provisions
Other asset amortization ....................
Deferred income taxes ...........cccoceeneee.
(Gain) loss on disposition of fixed assets ..
Change in operating assets and liabilities, net o
acquired:
Accounts receivable ............ccccceeneee
Inventories ..............
Other assets and liabilities ................
Accounts payable and accrued liabilities ....

Net cash provided by operating activi

CASH FLOWS (USED IN) PROVIDED BY INVESTING ACTIVITI
Purchase of equipment .........ccccoovveennnnes
Proceeds from disposition of fixed assets .......
Acquisition related expenses ....................

Net cash used in investing activitie

CASH FLOWS PROVIDED BY (USED IN) FINANCING ACTIVITI
Proceeds from issuance of common stock ..........
Stock and debt issuance costs ...................
Proceeds from issuance of debt .... .
Payments made on long-term debt .................
Net increase (decrease) in working capital line o

Net cash provided by (used in) finan

Net increase in cash ...........cccceevvennennnn.
Cash and cash equivalents at beginning of year ....

Cash and cash equivalents at end of year ..........

......................... $2,636,837 $1,045,
rovided by (used in)

1,288,333 1,237,

33,939 694,
329,996 53,
423,088 349,
(341,430)

7,073 (167,

365,782 240,
(13,045) (186,

.. (794,934) (396,
......................... 1,906,049 (776,

......................... (581,087) (2,655,
6,006 700,

......................... 627,494 1,313,

- (10,
(1,954,844) (2,404,
feredit ..o (3,438,268) 1,530,
cing activities ......... (4,765,618) 428,

......................... 500,989 566,
......................... 894,198 327,

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:

Cash paid during the year for interest ..........

Summary of noncash investing and financing activi
Common Stock issued for acquisitions and relate
Common Stock or warrant issued for sales commis
Conversion of Convertible Debenture into Common
Note payable issued for purchase of equipment .
Note payable issued for acquisition ...........

ties:

d earnouts .............. 210,786 185,
SIONS v - 16,

StocK .ooovviiiiiiiis 401,497

The accompanying notes are an integral part oktheasolidated financial statements.
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POORE BROTHERS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. ORGANIZATION, BUSINESS AND SUMMARY OF SIGNIFICAN ACCOUNTING POLICIES:

The Company, a Delaware corporation, was formei®Bb as a holding company to acquire a potato riaipufacturing and distribution
business which had been founded by Donald and JBow® in 1986.

In December 1996, the Company completed an imptiélic offering of its Common Stock, pursuant toievh2,250,000 shares of Common
Stock were offered and sold to the public at arraffy price of $3.50 per share. Of such share821652 shares were sold by the Company.
The initial public offering was underwritten by Bdise Valley Securities, Inc. (the "UnderwriteiThe net proceeds to the Company from the
sale of the 1,882,652 shares of Common Stock, délducting underwriting discounts and commissiorstae expenses of the offering
payable by the Company, were approximately $5,3W,0n January 6, 1997, 337,500 additional shd&r€&@mmon Stock were sold by the
Company upon the exercise by the Underwriter ad\aar-allotment option granted to it in connectioithwthe initial public offering. After
deducting applicable underwriting discounts andegges, the Company received net proceeds of appaitady $1,000,000 from the sale of
such additional shares.

On November 4, 1998, the Company acquired the basiand certain assets of Tejas Snacks, L.P.,asTmsed potato chip manufacturer,
including Bob's Texas Style(R) potato chips brandentories and certain capital equipment. In cbesition for these assets, the Company
issued 523,077 unregistered shares of Common Stiticka fair value at the time of $450,000 and pagiroximately $1,250,000 in cash.

On October 7, 1999, the Company acquired Wabastig-ancluding the Tato Skins(R), O'Boisies(R), &izzarias(R) trademarks for a total
purchase price of $12,763,000. The Company acqaltexd the membership interests of Wabash Fooals fiPate Foods Corporation in
exchange for (i) the issuance of 4,400,000 unregggtshares of Common Stock, (ii) the issuancefigbayear warrant to purchase 400,000
unregistered shares of Common Stock at an exepdise of $1.00 per share, and (iii) the effectigsamption of $8,073,000 in liabilities.

On June 8, 2000, the Company acquired Boulder BEE@ods, Inc. and the business and certain reteteets and liabilities of Boulder

Potato Company, a Colorado-based potato chip merked distributor. The assets included the Bouktgato Company(R) and Boulder
Chips(TM) brand, accounts receivable, inventorestain other intangible assets and specifiedlitads. In consideration for these assets and
liabilities, the Company paid a total purchasego€$2,637,000, consisting of: (i) the issuanc&28,252 unregistered shares of Common
Stock with a fair value at the time of $1,235,000,

(i) a cash payment of $301,000, (iii) the issuaata promissory note to the seller in the amodiii830,000, and (iv) the assumption of
$271,000 in liabilities. In addition, the Compangswequired to issue additional unregistered shE#r€@mmon Stock to the seller on each of
the first two (and may be required on the third)iaarsaries of the closing of the acquisition. Asugch issuances will be dependent upon, and
will be calculated based upon, increases in sdlB®older Potato Company(R) products as comparguieeious periods.

In October 2000, the Company launched its T.Gitld's(R) brand salted snacks pursuant to a licagesement with TGl Friday's Inc.,
which expires in 2014.

On December 27, 2001, the Company completed tleo$&l86,855 shares of Common Stock at an offguite of $2.13 per share to BFS
US Special Opportunities Trust PLC, a fund mandgeRenaissance Capital, in a private placemensagetion.

In December 2002, Warner Bros. Consumer Produetstenl the Company rights to introduce a new brdrsadlted snacks featuring Looney
Tunes(TM) characters. The Company plans to launeméw brand nationwide in the summer of 2003 uadaulti-year agreement that
grants the Company exclusive salted snack catdgand licensing and promotional rights for Looneyn&s(TM) characters.

Effective January 1, 2002, the Company changeiisital year from the twelve calendar months endindpecember 31 each year to the 52-
week period ending on the last Saturday occurrirtpé month of December of each calendar year. ilaogly, fiscal 2002 commenced
January 1, 2002 and ended December 28, 2002.
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POORE BROTHERS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (CONTI NUED)

1. ORGANIZATION, BUSINESS AND SUMMARY OF SIGNIFICAN ACCOUNTING POLICIES:

(CONTINUED)
Certain amounts in the prior year consolidatedrfaia statements have been reclassified to conforthe current year presentation.
BUSINESS

The Company is engaged in the development, pragtuatharketing and distribution of innovative salsedick food products that are sold
through grocery retail chains, mass merchandistrb,stores and through vend distributors acrosdJthited States. Although certain of the
Company's subsidiaries have operated for seveaasythe Company as a whole has a relatively bpefating history. The Company had
significant operating losses prior to fiscal 1988ccessful future operations are subject to cerisis, uncertainties, expenses and difficulties
frequently encountered in the establishment andirof a new business in the snack food industhe market for salted snack foods, such
as potato chips, tortilla chips, popcorn and pietds large and intensely competitive. The indugrdominated by one significant competitor
and includes many other competitors with greaterfcial and other resources than the Company.

PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include tu®ants of Poore Brothers, Inc. and all of its ijnolvned subsidiaries. All significant
intercompany amounts and transactions have beminalied.

USE OF ESTIMATES

The preparation of financial statements in confoymiith accounting principles generally acceptethia United States requires management
to make estimates and assumptions that affecefhmrted amounts of assets and liabilities, discksiicontingent assets and liabilities at the
date of the financial statements and the reponteolats of revenues and expenses during the regqréiriod. We routinely evaluate our
estimates, including those related to customernarag and incentives, product returns, bad deltsnie taxes, long-lived assets, inventories
and contingencies. We base our estimates on ltat@xperience and on various other assumptiotatbaelieved to be reasonable under
the circumstances. Actual results could differ fritrose estimates.

FAIR VALUE OF FINANCIAL INSTRUMENTS

At December 28, 2002, December 31, 2001 and 206@Qzarrying value of cash, accounts receivablegguads payable, and accrued liabilities
approximate fair values since they are short-termature. The carrying value of the long-term dgdyiroximates fair-value based on the
borrowing rates currently available to the Comp#omjong-term borrowings with similar terms, excépt the mortgage loan with interest at
9.03%, which has a fair value of approximately $hilion at December 28, 2002. The Company estise values of financial instrumel
by using available market information. Considergbtigment is required in interpreting market datalévelop the estimates of fair value.
Accordingly, the estimates may not be indicativéhaf amounts that the Company could realize inreentimarket exchange. The use of
different market assumptions or valuation methodi@® could have a material effect on the estim&ted/alue amounts.

INVENTORIES
Inventories are stated at the lower of cost (finsfirst-out) or market.
PROPERTY AND EQUIPMENT

Property and equipment are recorded at cost. Goktdes expenditures for major improvements anthegments. Maintenance and repairs

are charged to operations when incurred. Whensasetretired or otherwise disposed of, the relatestis and accumulated depreciation are
removed from the appropriate accounts, and thdtieg@gain or loss is recognized. Depreciation egeeis computed using the straight-line

method over the estimated useful lives of the assahging from 2 to 30 years.
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POORE BROTHERS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (CONTI NUED)

1. ORGANIZATION, BUSINESS AND SUMMARY OF SIGNIFICAN ACCOUNTING POLICIES:

(CONTINUED)

In accordance with Financial Accounting Standarda ("FASB") Statement of Financial Accountingr&tards ("SFAS") No. 144,
"Accounting for the Impairment or Disposal of Lohiyed Assets", we evaluate the recoverability afgerty and equipment not held for sale
by comparing the carrying amount of the asset ougof assets against the estimated undiscountectfoash flows expected to result from
the use of the asset or group of assets and thaiteal disposition. If the undiscounted futurehclisws are less than the carrying value of
asset or group of assets being evaluated, an impatrloss is recorded. The loss is measured adiffeeence between the fair value and
carrying value of the asset or group of assetsghevwaluated. Assets to be disposed of are repattde lower of the carrying amount or the
fair value less cost to sell. The estimated falu@avould be based on the best information avadlainider the circumstances, including prices
for similar assets or the results of valuation téghes, including the present value of expectearéutash flows using a discount rate
commensurate with the risks involved.

INTANGIBLE ASSETS

In June 2001, the Financial Accounting Standardsr@¢'FASB") issued Statement of Financial AccoogtStandards ("SFAS") No. 142,
"Goodwill and Other Intangible Assets". SFAS No2Tthanges the method by which companies recogniaadible assets in purchase
business combinations and generally requires ffigioie intangible assets to be recognized separitah goodwill. In addition, it eliminates
the amortization of all existing and newly acquigembdwill on a prospective basis and requires congsao assess goodwill for impairment,
at least annually, based on the fair value of #p®rting unit. Upon adoption on January 1, 2002 ,Glompany ceased the amortization of
goodwill and other intangible assets with indeérites in accordance with SFAS No. 142.

Goodwill is recorded at cost and reviewed for impaint annually, or more frequently if impairmendicators arise. Goodwill amortization
expense was approximately $321,000 and $299,0020f@t and 2000, respectively. See Note 2.

Trademarks are recorded at cost and are reviewanhfmirment annually, or more frequently if impagnt indicators arise. Amortization
expense on these trademarks was approximately 833and $304,000 for 2001 and 2000, respectivelg.$ote 2.

REVENUE RECOGNITION

Net revenues are recorded when the risk of losgil@do the product transfers to the purchasendues are recorded net of allowance:
cash discounts, estimated sales returns, tradegpiamms and other sales incentives.

ADVERTISING AND PROMOTION

The Company expenses production costs of advegtibim first time the advertising takes place, exf@pcooperative advertising costs wh
are expensed when the related sales are recogfinsts associated with obtaining shelf space (sftting fees") are expensed in the period
in which such costs are incurred by the Companyréded advertising and promotion, which is includtethe current liabilities section of the
accompanying consolidated balance sheet, was $33&td $388,000 in 2002 and 2001, respectively.

INCOME TAXES

Deferred tax assets and liabilities are recogniaethe expected future tax consequences of etvkatdhave been included in the financial
statements or income tax returns. Deferred taxsassel liabilities are determined based on theedifice between the financial statement and
tax bases of assets and liabilities using enacitsd expected to apply to

38



POORE BROTHERS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (CONTI NUED)

1. ORGANIZATION, BUSINESS AND SUMMARY OF SIGNIFICAN ACCOUNTING POLICIES:

(CONTINUED)

taxable income in the years in which those diffeemnare expected to be recovered or settled. Téet eh deferred tax assets and liabilitie
a change in tax rates is recognized in the pehatlihcludes the enactment date.

STOCK OPTIONS

The Company's stock-based compensation plan, desdrn Note 8, is accounted for under the recogmitind measurement provisions of
APB Opinion No. 25, "Accounting for Stock IssuedBmployees," and related interpretations. The Compes adopted the disclosure-only
provisions of SFAS No. 123, "Accounting for Stocksgd Compensation," as amended by SFAS No. 148pUkting for Stock-Based
Compensation - Transition and Disclosure". Accagtiinno compensation cost has been recognizedhéostbck option plan. Awards under
the plan vest over periods ranging from one toglyears, depending on the type of award. The fatiguable illustrates the effect on net
income and earnings per share if the fair valuedasethod had been applied to all outstanding amdsied awards in each period preser
using the Black-Scholes valuation model.

(in thousands) 2002 2001 2000
Net income as reported $ 2,636,837 $ 1,045,264 $ 729,791
Deduct: Total stock-based employee compensation exp ense determined

under fair value method for all awards, net of re lated tax effects  (1,010,139) (850,301) (701,300)
Pro forma net income $ 1,626,698 $ 194,963 $ 28,491
Net income per share - basic - as reported $ 0.16 $ 0.07 $ 0.05
Pro forma net income per share - basic 0.10 0.01 0.00
Net income per share - diluted - as reported 0.15 0.06 0.05
Pro forma net income per share - diluted 0.09 0.01 0.00

The fair value of each option grant is estimatedhendate of grant using the Black-Scholes optinaispy model with the following weighted-
average assumptions: dividend yield of 0%; expecteatility of 44%, 58% and 110%; risk-free intereste of 3.8%, 3.4% and 6.1%; and
expected lives of 3 years for 2002, 2001 and 2Xpectively. Under this method, the weighted ayefair value of the options granted was
$1.27, $1.59 and $1.23 per share in 2002, 2002804, respectively.

EARNINGS PER COMMON SHARE

Basic earnings per common share is computed bygidiyinet income by the weighted average numbehafes of common stock outstanding
during the period. Exercises of outstanding stqutioms or warrants and conversion of convertibleettures are assumed to occur for
purposes of calculating diluted earnings per sf@rperiods in which their effect would not be adiiutive.

DECEMBER 28, DECEMBER 31,

2002 2001 2000
BASIC EARNINGS PER COM;\/ION SHARE:
Net income $ 2,636, 837 $1,045,264 $ 729,791
Weighted average number :f:::r::n:o:n shares 16,146, (:);; 15,050,509 13,769,614
Earnings per common shar;::::: $ 0 .:1:6:$ 0.07 $ 0.05
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POORE BROTHERS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (CONTI NUED)

1. ORGANIZATION, BUSINESS AND SUMMARY OF SIGNIFICAN ACCOUNTING POLICIES:

(CONTINUED)

DILUTED EARNINGS PER COMMON SHARE:

Net income $ 2,636,837 $1,045,264 $ 729,791
Weighted average number of common shares 16,146,081 15,050,509 13,769,614
Incremental shares from assumed conversions -

Debentures 120,279 - -

Warrants 476,019 690,428 475,943
Stock options 1,084,574 1,457,711 884,036
Adjusted weighted average number of common shares 17,826,953 17,198,648 15,129,593

Earnings per common share $ 015 $ 006 $ 0.05

Options and warrants to purchase 950,577, 653,08 85,527 shares of Common Stock were outstaradiDgcember 28, 2002, December
31, 2001 and December 31, 2000, respectively, lene wot included in the computation of diluted @age per share because the option and
warrant exercise prices were greater than the gearerket price per share of the Common Stocktheoyears ended December 31, 2001
and 2000 conversion of the convertible debentuieEs mot assumed, as the effect of the conversiohdviaguanti-dilutive.

NEW ACCOUNTING PRONOUNCEMENTS

In June 2001, the Financial Accounting Standardsr@¢'FASB") issued Statements of Financial AccomgnStandards ("SFAS") No. 141,
"BUSINESS COMBINATIONS" and SFAS No. 142, "GOODWIIAND OTHER INTANGIBLE ASSETS". SFAS No. 141 requre
companies to apply the purchase method of accaufdinall business combinations initiated aftered@0, 2001 and prohibits the use of the
pooling-of-interests method. SFAS No. 142 chanbestiethod by which companies recognize intangigdets in purchase business
combinations and generally requires identifiabtanmgible assets to be recognized separately fradwidl. In addition, it eliminates the
amortization of all existing and newly acquired dadll on a prospective basis and requires compawniessess goodwill for impairment, at
least annually, based on the fair value of the témpunit. Upon adoption on January 1, 2002, toen@any ceased the amortization of
goodwill and trademarks in accordance with SFAS Ni2. Goodwill and trademark amortization expenas approximately $652,000 and
$603,000 for 2001 and 2000 respectively.

In August 2001, the FASB issued SFAS No. 144, "ACOOING FOR THE IMPAIRMENT OR DISPOSAL OF LONG-LIVEIASSETS".
SFAS No. 144 supersedes SFAS No. 121, "ACCOUNTINBRA HE IMPAIRMENT OF LONG-LIVED ASSETS AND FOR LONG
LIVED ASSETS TO BE DISPOSED OF" and the accountind reporting provisions of APB Opinion No. 30, 'RBRTING THE
RESULTS OF OPERATIONS - REPORTING THE EFFECTS OSPOSAL OF A SEGMENT OF A BUSINESS, AND
EXTRAORDINARY, UNUSUAL AND INFREQUENTLY OCCURRING EENTS AND TRANSACTIONS". SFAS No. 144 modifies the
method by which companies account for certain asgairment losses. There was no effect from adg@EFAS No. 144 on January 1, 2C

In 2001, the Emerging Issues Task Force (EITF)eddulTF Issue No. 01-9, "Accounting for ConsidematGiven by a Vendor to a Customer
or a Reseller of the Vendor's Products," (EITF éssio. 01-9). EITF Issue No. 01-9 addresses theustit for certain consideration given

by a vendor to a customer and provides guidandeenecognition, measurement and income statenfesgification for sales incentives. In
general, the guidance requires that consideratam & vendor to a retailer be recorded as a reztugtirevenue unless certain criteria are
The Company adopted the provisions of the EITFdd9da. 01-9 effective in the first quarter of 200®ias a result, costs previously recorded
as expense have been reclassified and reflectesiastions in revenue. The Company was also redjtireeclassify amounts in prior peric

in order to conform to the revised presentatiotheke costs if practicable. As a result of adoplEHEF Issue No. 01-9, the Company reduced
both net revenues and selling, general and admatiist expenses in 2001 and 2000 by $3,761,07225687,925 respectively. There was no
change to the 2001 and 2000 previously reportethnetne as a result of this change.
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POORE BROTHERS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (CONTI NUED)

1. ORGANIZATION, BUSINESS AND SUMMARY OF SIGNIFICAN ACCOUNTING POLICIES:

(CONTINUED)

In November 2002, the FASB issued FASB InterpretafiFIN") No. 45, "Guarantor's Accounting and Déstire Requirements for
Guarantees, Including Indirect Guarantees of Iretlirss of Others". FIN 45 expands the disclosu@inements to be made by a guarantor
in its interim and annual financial statements alitsiobligations under certain guarantees thlaag issued. The Interpretation also clarifies
that a guarantor is required to recognize, atrtheption of a guarantee, a liability for the fa@we of the obligation undertaken in issuing the
guarantee. The Company does not have and doestimpate issuing any guarantees which would beired to be recognized as a liability
under the provisions of FIN 45 and thus does npeekthe adoption of this Interpretation to hawveaderial impact on its results of operations
or financial position.

In December 2002, the FASB issued SFAS No. 148¢8Anting for Stock-Based Compensation--Transitiot Bisclosure". This Statement
amends SFAS No. 123 to provide alternative metloddisnsition for a voluntary change to the faitweamethod of accounting for stock-
based employee compensation. Specifically, SFASIM8.prohibits companies from utilizing the progpermethod of transition, the only
method offered under the original SFAS No. 123ijdcal years beginning after December 15, 2003. él@x, the statement permits two
additional transition methods for companies thaipadhe fair value method of accounting for stoelséd compensation, which include the
modified prospective and retroactive restatemenhots. Under the prospective method, expense @grezed for all employee awards
granted, modified, or settled after the beginnihthe fiscal year in which the recognition provissoare first applied. The modified
prospective method recognizes stock-based emplmympensation cost from the beginning of the figear in which the provisions are first
applied, as if the fair value method had been tsedtcount for all employee awards granted, madijfoe settled in fiscal years beginning
after December 15, 1994. Under the retroactivaatestent method, all periods presented are redatedlect stock-based employee
compensation cost under the fair value methodIf@naployee awards granted, modified, or settlefisical years beginning after December
15, 1994. In addition, this Statement amends thel@sure requirements of SFAS No. 123 to requioengment disclosures in both annual and
interim financial statements about the method ebaating for stock-based employee compensatiorttamdffect of the method used on
reported results with a prescribed specific tabfidemat and requiring disclosure in the "Summarg@hificant Accounting Policies” or its
equivalent. The Company has adopted the new disgagquirements for 2002, and is evaluating theaichif it were to adopt the fair value
method of accounting for stock-based employee cosgt®n under all three methods.

2. ACQUISITIONS:

On June 8, 2000, the Company acquired Boulder deaods, Inc. (a Colorado corporation) and thertass and certain related assets and
liabilities of Boulder Potato Company, a totallytural potato chip marketer based in Boulder Colorddhe assets, which were acquired
through a newly formed wholly owned subsidiaryted Company, Boulder Natural Foods, Inc., an Arizomgoration, included the Boulder
Potato Company(R) and Boulder Chips(TM) brandseiotiitangible assets, receivables, inventoriesspedified liabilities. In consideration
for these assets and liabilities, the Company paatal purchase price of $2,637,000, consistindipfhe issuance of 725,252 unregistered
shares of Common Stock with a fair value at theetoh$1,235,000, (ii) a cash payment of $301,0@)tffe issuance of a note to the seller in
the amount of $830,000 with interest at 6.4%, vexsiged by the Boulder assets acquired, and reqoicedhly principal and interest
payments of approximately $37,000 until maturityJome 15, 2002, and (iv) the assumption by the Gomppf $271,000 in liabilities,
including a note to the seller in the amount of G080 with interest at 6.0% and requires monthiggipal and interest payments of
approximately $6,000 until maturity on June 15,200he initial $301,000 cash payment was subsebufmanced with the U.S. Bank Term
Loan D. In addition, the Company may be requiresae additional unregistered shares of CommockStothe seller on each of the first,
second and third anniversaries of the closing efatquisition. Any such issuances will be dependpaoh, and will be calculated based upon,
increases in sales of Boulder Potato Company(Rjuymts as compared to previous periods. In 2002Ctmpany was required to issue
88,864 shares pursuant to this provision, whichewatued at $210,786 and increased the goodwilirded from this acquisition. In 2001,
Company was required to issue 57,898 shares purkutnis provision, which were valued at $185,2mr increased the goodwill recorded
from this acquisition. The acquisition was accodrfta using the purchase method of accounting @aoatance with APB Opinion No. 16.
Accordingly, only the results of operations subsetuo the acquisition date have been includetienCompany's results. In connection with
the acquisition, the Company has recorded tradesrar1,000,000 and goodwill of $1,690,539, whigrevpreviously amortized on a
straight-line basis over 15 and 20-year

41



POORE BROTHERS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (CONTI NUED)

2. ACQUISITIONS: (CONTINUED)

periods, respectively. Amortization of these infélgassets ceased on January 1, 2002 in accordatiicthe adoption of SFAS No. 142.
Boulder had sales of approximately $0.9 million thee five months ended May 31, 2000.

On October 7, 1999, the Company acquired all ohtkeenbership interests of Wabash from Pate FoodgdCation in exchange for (i)
4,400,000 unregistered shares of Common StockaM#ir value at the time of $4,400,000, (ii) a veatrto purchase 400,000 unregistered
shares of Common Stock at an exercise price of0§ded share with a fair value at the time of $200,@&nd (iii) the assumption of
$8,073,000 in liabilities, or a total purchase eraf $12,763,000. The warrant has a fjear term and became exercisable upon issuancz
result, the Company acquired all the assets of Blgbacluding the Tato Skins(R), O'Boisies(R), &izzarias(R) trademarks. The acquisi
was accounted for using the purchase method oLatiog in accordance with APB Opinion No. 16. Adatiogly, only the results of
operations subsequent to the acquisition date bege included in the Company's results. In conaeatiith the acquisition, the Company
recorded goodwill of $1,327,227, which was previgp@snortized on a straight-line basis over a 20ryeaiod. Amortization of this goodwill
ceased on January 1, 2002 in accordance with thatiad of SFAS No. 142.

On November 4, 1998, the Company acquired the basiand certain assets of Tejas, a Texas-based pbia manufacturer. The assets,
which were acquired through a newly formed whollyned subsidiary of the Company, Tejas PB Distrifmytinc., included the Bob's Texas
Style(R) potato chips trademark, inventories artbae capital equipment. In exchange for thesetastiee Company issued 523,077
unregistered shares of Common Stock with a fauevalf $450,000 and paid $1.25 million in cash, twtal purchase price of $1.7 million.
The Company utilized available cash as well as $umgilable pursuant to the Wells Fargo Line ofd@ragreement to satisfy the cash
portion of the consideration. Tejas had sales pf@pmately $2.8 million for the nine months endgebtember 30, 1998. In connection with
the acquisition, the Company transferred produatiotihe Bob's Texas Style(R) brand potato chipsstérizona facility. The acquisition was
accounted for using the purchase method of acamgimiaccordance with APB Opinion No. 16. Accordin@nly the results of operations
subsequent to the acquisition date have been iedlidthe Company's results. In connection withabguisition, the Company recorded
goodwill of $126,702, which was previously amortlzen a straight-line basis over a 20-year periadoAization of this intangible asset
ceased on January 1, 2002 in accordance with thatiad of SFAS No. 142. In 2001, the Company cdadednd retired 28,000 shares of
Common Stock issued in connection with the Tejagisition. The cancellation was made pursuantédaénms of the escrow agreement in
settlement of post acquisition liabilities.

Intangibles not subject to amortization consistethe following:

2002 2001
Goodwill (1) $5,565,687 $5 ,354,901
Trademarks 4,207,032 4 ,207,032
$9,772,719 $9 ,561,933

(1) Additions to goodwill are related to the earnpayment to the previous owners of Boulder NatB@dds, Inc.

In connection with the implementation of SFAS N4&2 leffective January 1, 2002, the Company ceasedtizing goodwill and other
intangible assets with indefinite lives. The foliog table shows the pro forma impact of the adaptibSFAS No. 142 for the years ended
December 31, 2001 and December 31, 2000.

DECEMBER 31, 2 001 DECEMBER 31, 2000
NET INCOME
As reported $1,045,264 $ 729,791
Add back: Goodwill and trademark
amortization 652,104 603,017
Adjusted $1,697,368 $1,332,808
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BASIC EARNINGS PER COMMON SHARE:

As reported $0.07 $0.05
Add back: Goodwill and trademark amortization 0.04 0.04
Adjusted $0.11  $0.09

DILUTED EARNINGS PER COMMON SHARE:

As reported $0.06  $0.05
Add back: Goodwill and trademark amortization 0.04 0.04
Adjusted $0.10 $0.09

3. CONCENTRATIONS OF CREDIT RISK:

The Company's cash is placed with major banks.Qdrapany, in the normal course of business, maistaittances in excess of Federal
insurance limits.

The Company's primary concentration of credit isskelated to certain trade accounts receivabléhémormal course of business, the
Company extends unsecured credit to its custorire202 and 2001, substantially all of the Compsway'stomers were distributors or
retailers whose sales were concentrated in theegraadustry, throughout the United States. The gamy investigates a customer's credit
worthiness before extending credit. At DecemberZ2®2, two customers accounted for approximatety &7 accounts receivable in the
accompanying Consolidated Balance Sheets.

4. INVENTORIES:

Inventories consisted of the following:

DECEMBER 28, DECEMBER 31,
2002 2001
Finished goods _ ----- $ 713, 616 $588376
Raw materials ............cccccceee.. 1,046, 785 1,299,496
$ 1,760 201§ 1,887,872

5. PROPERTY AND EQUIPMENT:

Property and equipment consisted of the following:

USEFUL DE CEMBER 28, DECEMBER 31,
LIVES 2002 2001
Buildings and improvements ...... 20-30 years $ 5,226,016 $ 5,137,005
Equipment .........cccceeeinee. 7-15years 1 1,464,258 11,085,794
Land ........ . - 272,006 272,006
Vehicles .....ccccccveeennnnnn. 5 years 11,393 40,178
Furniture and office equipment .. 5years 1,207,291 1,109,325
1 8,180,964 17,644,308
Less accumulated depreciation
and amortization .............. ( 5,171,016) (3,914,035)
$1 3,009,948 $13,730,273

Depreciation expense was $1,288,333, $1,237,2662089,004 in 2002, 2001 and 2000, respectively.

Included in equipment are assets held under cdp#aks with an original cost of $330,149 at Decarlg, 2002 and $1,193,110 at Decen
31, 2001, and accumulated amortization of $106a8681$993,106 at December 28, 2002, December 31, P@&pectively
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On October 28, 2000, the Company experienced afitiee Goodyear, Arizona manufacturing plant, capa temporary shutdown of
manufacturing operations at the facility. There watensive damage to the roof and equipment aslith the potato chip processing area.
Third party manufacturers agreed to provide the @amy with production volume to assist the Companymeeting anticipated customers'
needs during the shutdown. The Company continusdason and package the bulk product receivedthisthparty manufacturers. In fiscal
2000, the Company identified and recorded approteip&1.4 million of incremental expenses incurasda result of the fire, primarily
associated with outsourcing production. These extpgnses were charged to "cost of revenues" dsetdfy a $1.4 million credit
representing estimated future insurance proceeslsf ®ecember 31, 2000, the Company had been adg&®:5 million of the $1.4 million
by its insurance company as partial reimbursement.

The Company resumed full production of private lgdmato chips in early January of 2001 and resufaltghroduction of batch-fried potato
chips in late March of 2001. During fiscal 2001e tiompany recorded approximately $1.4 million efé@mental expenses incurred as a
of the fire, primarily associated with outsourcpi@duction. These extra expenses were chargeash 8¢ revenues” and offset by a $1.4
million credit representing insurance proceeds. Thepany also incurred approximately $2.3 millinrbuilding and equipment
reconstruction costs in connection with the fireriBg fiscal 2001, the Company was advanced a ¢6td8.2 million by the insurance
company. "Fire related income, net" on the accomipgnConsolidated Statement of Operations for fig€@1 includes (i) a gain of
$167,000, representing the excess of insuranceedscover the book value for the building and emgeipt of $533,000 damaged by the fire,
and (ii) expenses not reimbursed by the insuranogany of approximately $163,000.

In December 2002, the Company received $261,000 fr®insurance company in partial settlement a$@unding claims, which is shown in
"Fire related income, net" on the accompanying Gbdated Statement of Operations for fiscal 200@sTncludes (i) a gain of $121,000,
representing additional insurance proceeds ovebdb& value of equipment previously written offda(ii) reimbursement of $140,000 for
expenses previously denied by the insurance comdeyCompany does not have any receivables frenmurance company reflected in
the accompanying Consolidated Balance SheetsBea#mber 28, 2002.

6. LONG-TERM DEBT:

Long-term debt consisted of the following:

DECEMBER 28, DECEMBER 31,
2002 2001
Convertible Debentures due in monthly installments through July 1, 2002; ........... $ $ 427,656

interest at 9%; collateralized by land, buildings
Working capital line of credit expiring October 31,
rate plus 1% (5.75% at December 31, 2001); collat

, equipment and intangibles
2005; interest at prime
eralized by accounts

receivable, inventories, equipment and general in tangibles .........ccocveenen. 3,438,269
Term loan due in monthly installments through July 1, 2006; interest at prime

rate (4.25% at December 28, 2002); collateralized by accounts receivable,

inventories, equipment and general intangibles .. L 3,181,685 4,089,743
Mortgage loan due in monthly installments through J uly 2012; interest at

9.03%; collateralized by land and building ...... . L 1,851,888 1,882,282
Term loan due in monthly installments through June 30, 2002; interest at

prime plus 2% (6.75% at December 31, 2001); colla teralized by accounts

receivable, inventories, equipment and general in tangibles .........ccccveenee. 128,751
Term loan due in monthly installments through June 15, 2002; interest at

6.4%; collateralized by certain assets of Boulder L, 217,499
Term loan due in monthly installments through June 15, 2002; interest

AEBY oo e 33,968
Term loan due in monthly installments through Augus t 31, 2002; interest at

prime plus 2% (6.75% at December 31, 2001); colla teralized by accounts

receivable, inventory, equipment and intangibles L 87,500
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Capital lease obligations due in monthly installmen ts through 2003; interest
rates ranging from 8.2% to 11.3%; collateralized by equipment .........ccccccoe. 45,779 457,629
Capital Expenditures Term loan due in monthly insta liments through October 31,
2003; interest at prime plus 1% (5.25% at Decembe r 28, 2002); collateralized
bY EQUIPMENT v e 130,770 241,430
5,210,122 11,004,727
LeSS CUITeNt POFtION ..ocovvvveiiieciiieeniceee e (1,105,004) (2,343,472)
$ 4,105,118 $ 8,661,255
Annual maturities of long-term debt at December2t&)2 are as follows:
YEAR
2003 $ 1,105,004
2004 931,857
2005, i 935,580
2006..cciiiiiiiii e 552,106
2007 i 51,802
Thereafter......cocovvvvviiiiiceeeeee L 1,633,773
$5,210,122

The Company's Goodyear, Arizona manufacturingritision and headquarters facility is subject 129 million mortgage loan from
Morgan Guaranty Trust Company of New York, beatsrigst at 9.03% per annum and is secured by théitgiand the land on which it is
located. The loan matures on July 1, 2012; howmatthly principal and interest installments of $1§ are determined based on a twenty-
year amortization periot

The Company has entered into a variety of capitdl@erating leases for the acquisition of equigraed vehicles. The leases generally t
three to seven year terms, bear interest at raigs8.2% to 11.3%, require monthly payments andrext various times through 2008 and
are collateralized by the related equipment.

During 2002, the Company's remaining outstanding@$vertible Debenture due July 1, 2002 in thegipial amount of $427,656 held by
Wells Fargo Small Business Investment Company,(Ivgells Fargo SBIC") was converted into 401,49@rsls of the Company's common
stock. In November 1999, Renaissance Capital comy&0% ($859,047) of its 9% Convertible Debentwolglings into 859,047 shares of
Common Stock and agreed unconditionally to conwotCommon Stock the remaining $859,047 not [dtean December 31, 2000. In
December 2000, Renaissance Capital converted ii@meng 859,047 shares of its 9% Convertible Delrestinto Common Stock. For the
period November 1, 1999 through December 31, 2R@daissance Capital agreed to waive all mandatangipal redemption payments and
to accept 30,000 unregistered shares of the Congp@wynmon Stock and a warrant to purchase 60,0@@slf common stock at $1.50 per
share in lieu of cash interest payments.

On October 7, 1999, the Company signed a new $8illibn Credit Agreement with U.S. Bancorp (the 3JBancorp Credit Agreement").
April 2001, the U.S. Bancorp Credit Agreement waeeaded to increase the U.S. Bancorp Line of Cfeatit $3.0 million to $5.0 million,
establish a $0.5 million capital expenditure liie@dit (the "CapEx Term Loan"), extend the U.@nBorp Line of Credit maturity date from
October 2002 to October 31, 2003, and modify ceffiaancial covenants. In June 2002, the U.S. Bgn€redit Agreement was amended to
extend the U.S. Bancorp Line of Credit maturityedlaom October 31, 2003 to October 31, 2005, andifp@ertain financial covenants.

The U.S. Bancorp Credit Agreement is secured bgwaus receivable, inventories, equipment and géirgemgibles. Borrowings under the
line of credit are limited to 80% of eligible reeables and up to 60% of eligible inventories. AtBmber 28, 2002, the Company had a
borrowing base of $3,174,000 under the U.S. Bantorp of Credit. There were no amounts outstandinghe U.S. Bancorp line of credit at
December 28, 2002. The U.S. Bancorp Credit Agre¢megyuires the Company to be in compliance withader
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financial performance criteria, including a minimwash flow coverage ratio, a minimum debt servimeecage ratio, minimum annual
operating results, a minimum tangible capital teasd a minimum fixed charge coverage ratio. At Ddoen28, 2002, the Company was in
compliance with all of the financial covenants. Mgament believes that the fulfillment of the Compsiplans and objectives will enable the
Company to attain a sufficient level of profitatyilto remain in compliance with these financial enants. There can be no assurance,
however, that the Company will attain any such ipabflity and remain in compliance. Any accelerationder the U.S. Bancorp Credit
Agreement prior to the scheduled maturity of th&.WBancorp Line of Credit or the U.S. Bancorp Té&wans could have a material adverse
effect upon the Company.

7. COMMITMENTS AND CONTINGENCIES:

Rental expense under operating leases was $95&5806,900 and $309,000 for each of fiscal 2002128 2000, respectively. Minimum
future rental commitments under non-cancelableskeas of December 28, 2002 are as follows:

CAPITAL OPERATING

YEAR LEASES LEASES TOTAL
2003, $ 46,484 $ 980,270 $ 1,026,754
2004......ccoiieee e -- 952,300 952,300
2005.....cc e -- 916,036 916,036
2006......cceeiieenieen e - 888,325 888,325
2007 .. - 706,823 706,823
Thereafter........ccovveiviiceiiien, - 2,670,891 2,670,891
Total.oooeeciieee 46,484 $7,114,645 $7,161,129
Less amount representing interest............. (705)

Present value...........ccoovevrveniernnenns $ 45,779

The Company produces T.G.l. Friday's(R) brand dateacks and Tato Skins(R) brand potato crispiagl a sheeting and frying process
that includes patented technology that the Comjiaagses from Miles Willard Technologies, LLC, ataho limited liability company
("Miles Willard"). Pursuant to the license agreemiegtween the Company and Miles Willard, the Comyfdaas an exclusive right to use the
patented technology within North America until fhetents expire between 2004 and 2006. In considertr the use of these patents, the
Company is required to make royalty payments teMiVillard on sales of products manufactured iniljzhe patented technology.

The Company licenses the T.G.I. Friday's(R) braitktd snacks trademark from TGI Friday's Inc. uradicense agreement with a term
expiring in 2014. Pursuant to the license agreenbatCompany is required to make royalty paymentsales of T.G.I. Friday's(R) brand
salted snack products and is required to achiestaiceminimum sales levels by certain dates dutirggcontract term.

In December 2002, Warner Bros. Consumer Produetstenl the Company rights to introduce an innovaiew brand of salted snacks
featuring Looney Tunes(TM) characters. The Compaaygs to launch the new brand nationwide in thersanof 2003 under a multi-year
agreement that grants the Company exclusive ssiftack category brand licensing and promotionaltsifiir Looney Tunes(TM) characters.
A prepaid royalty of $500,000 is included in otleerrent assets as a result of this agreement.

8. SHAREHOLDERS' EQUITY:
COMMON STOCK

On December 27, 2001, the Company completed tleeo$&86,855 shares of Common Stock at an offguitae of $2.13 per share to BFS
US Special Opportunities Trust PLC, a fund mandgeRenaissance Capital Group, Inc., in a privadéegrinent transaction. The net proceeds
of the transaction were utilized by the Compansetiuce the Company's
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outstanding indebtedness. The Company has grami8dEs Special Opportunities Trust PLC both demanmttipaggyback registration rights
with respect to the shares of Common Stock purchisthe offering.

PREFERRED STOCK

The Company has authorized 50,000 shares of $10¢apsge Preferred Stock, none of which was outstandt December 28, 2002 or
December 31, 2001. The Company may issue suchssbBRyeferred Stock in the future without shardbobpproval.

WARRANTS

During 2000, 2001 and 2002 warrant activity wasotlews:

WARRANTS WEIGHTED AVERAGE
OUTSTANDING EXERCISE PRICE
Balance, December 31, 1999.......... 1,413,298 $1.62
Issued.......cccceeeveeeeecnnen. 85,000 1.09
Balance, December 31, 2000.......... 1,498,298 1.59
Issued.......ccccvvvvvenennennn. 10,000 3.62
Cancelled..........cccceeenee. (225,000 ) 4.38
Balance, December 31, 2001.......... 1,283,298 1.11
Exercised...........ccoovevnnnne (269,505 ) 1.00
Balance, December 28, 2002.......... 1,013,793 1.11

Warrants have been issued in connection with financings and the acquisition of Wabash. At Decen#8, 2002, outstanding warrants
exercise prices ranging from $0.88 to $3.62 aneiglhted average remaining term of 2.9 years. Wegttiiat were exercisable at December
28, 2002 totaled 865,716 with a weighted averagease price per share of $1.15.

As of July 30, 1999, the Company agreed to thegagsent of a warrant from Everen Securities, Intiel, Nicolaus & Company
Incorporated (the Company's acquisitions and firsmalvisor) representing the right to purchase, 29% unregistered shares of Common
Stock at an exercise price of $.875 per share apidieg in August 2003. The warrant provides thédeo thereof certain anti-dilution and
piggyback registration rights. The warrant was esable as to 50% of the shares when the Comppryf®rma annual sales reached $30
million, which it did when the Company completee Wabash acquisition in October 1999. The remaiBbf of the warrant is exercisable
when the Company's pro forma annual sales reach $ilGon.

STOCK OPTIONS

The Company's 1995 Stock Option Plan (the "Plaas)amended in May 2001, provides for the issuahogtmns to purchase 2,500,000
shares of Common Stock. The options granted putsadhe Plan expire over a five-year period andegally vest over three years. In
addition to options granted under the Plan, the @y also issued non-qualified options to purcl@@s@mon Stock to certain Directors and
officers which are exercisable and expire eitheg fir ten years from date of grant. All optionsiaseied at an exercise price of fair market
value and are noncompensatory. Fair market valdetermined based on the price of sales of Comnimck®ccurring at time of the option
award. At December 28, 2002, outstanding optiomsenarcise prices ranging from $.59 to $3.50 paresh
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During 2001 and 2002, stock option activity wasdalews:

PLAN OPTIONS NON-PLAN OPTIONS
OPTIONS WEIGHTED AVERAGE OPTIONS WEIGHTED AVERAGE
OUTSTANDING EXERCISE PRICE OUTSTANDING EXERCISE PRICE

Balance, December 31, 1999 ...... 1,483,650 $ 154 720,000 $ 1.17

Granted ........ccceevveeennn. 336,000 2.13 1,050,000 1.64

Canceled ...........cocuuee. (91,666) 1.84 - -

Exercised ..........cccuveen. (28,334) 1.41 (125,000) 1.08
Balance, December 31, 2000 ...... 1,699,650 1.64 1,645,000 1.48

Granted ........ccoeevveeennn. 480,000 3.03 50,000 3.02

Canceled .... . (143,333) 1.63 -- --

Exercised ..........cccuvenenn. (26,000) 1.71 (50,000) 1.08
Balance, December 31, 2001 ...... 2,010,317 1.97 1,645,000 1.54

Granted ..........eeeeerennne 367,500 2.86 -- --

Canceled ........c.cccuu..... (324,334) 2.78 (66,667) 2.61

Exercised ..........couvee... (315,683) 1.19 (33,333) 2.61
Balance, December 28, 2002 ...... 1,737,800 2.15 1,545,000 1.47

At December 28, 2002, outstanding Plan optionsenadcise prices ranging from $0.59 to $3.10 aneighted average remaining term of
years. Plan options that were exercisable at Deeefy 2002, December 31, 2001 and December 3D, 2@fled 1,034,793, 1,299,982 ¢
975,415 with weighted average exercise prices Iperesof $1.60, $1.56 and $1.60 respectively. Ounttitey Non-Plan options had exercise
prices ranging from $1.18 to $3.50 and a weightedage remaining term of 2.4 years. Non-Plan optibat were exercisable at December
28, 2002 totaled 1,019,999 with a weighted avemgecise price per share of $1.37.

9. INCOME TAXES:

The Company accounts for income taxes using a balgineet approach whereby deferred tax asset&aildiés are determined based on
differences in financial reporting and income tasis of assets and liabilities. The differencesaeasured using the income tax rate in effect
during the year of measurement.

The provision for income taxes consisted of théofweing:

200 2 2001 2000
Current:
Federal $ - $ - $ -
State 98, 593 43,000 38,000
$ 98 593 $ 43,000 $ 38,000
Deferred:
Federal $(413, 430) $ - %
State 72, 000 --
$(341 430) $ $
Total (benefit) provision for income taxes $(242 837) $ 43,000 $ 38,000
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The following table provides a reconciliation beemehe amount determined by applying the statutgral income tax rate to the pretax
income amount for the years ended December 28, Zfi®mber 31, 2001 and December 31, 2000:

2002 2001 2000
Provision at statutory rate .......... $ 813,960 $ 370,010 $ 261,049
State income tax, net ............... 170,593 56,742 38,390
Nondeductible expenses ............... 11,983 18,722 15,600
Net operating loss utilized and
reversal of valuation allowance .... (1,239,373 ) (402,474) (277,039)
Income tax (benefit) provision ....... $ (242,837 ) $ 43,000 $ 38,000

The income tax effects of loss carryforwards amdprary differences between financial and income¢porting that give rise to the
deferred income tax assets and liabilities arobaws:

DECEM BER 28, DECEMBER 31,
2 002 2001
Net operating loss carryforward............. $1,0 22,000 $ 1,855,000
Bad debt expense..........ccccevvveeeennn 1 60,000 86,000
Accrued liabilities............c.cccceeee. 1 21,000 73,000
Other.....cooiiiiiiiieeiiec e 1 41,000 254,000
14 44,000 2,268,000
Depreciation and amortization............... 9 66,570)  (865,000)
Deferred tax asset valuation allowance...... (1 36,000) (1,403,000)
Net deferred tax assets................ $ 3 41,430 $ --

The Company experienced significant net lossesiar fiscal years resulting in a net operating loagryforward ("NOLC") for federal
income tax purposes of approximately $2.6 milliolacember 28, 2002. The Company's NOLC will begiexpire in varying amounts
between 2010 and 2018.

Generally accepted accounting principles requiat ghvaluation allowance be established whenntage likely than not that all or a portion
of a deferred tax asset will not be realized. Clearig valuation allowances from period to periogliacluded in the tax provision in the
period of change. In determining whether a valueéibowance is required, we take into account adlifive and negative evidence with reg
to the utilization of a deferred tax asset inclgdaur past earnings history, expected future egsjithe character and jurisdiction of such
earnings, unsettled circumstances that, if unfaslgnaesolved, would adversely affect utilizationaofleferred tax asset, carryback and
carryforward periods, and tax strategies that cpokentially enhance the likelihood of realizatmfra deferred tax asset. During the third
quarter of 2002, the Company concluded that it mage likely than not that its deferred tax assehattime would be realized, and also be
providing for income taxes at a rate equal to thalined federal and state effective rates, whigir@pmates 39.2% under current tax rates,
rather than the 7.5% rate previously being useddord a tax provision for only certain state ineciaxes. The $136,000 deferred tax
valuation allowance at December 28, 2002 relategttin state NOL carryforwards.

10. BUSINESS SEGMENTS AND SIGNIFICANT CUSTOMERS:

For the year ended December 28, 2002, one nativass and warehouse club customer and one natiending distributor accounted for
$12,414,000 or 21% and $7,784,000 or 13%, respgtiof the Company's consolidated net revenuestteoyear ended December 31, 2(
one national warehouse club customer and one m@ti@mding distributor accounted for $9,353,000&% and $6,886,000 or 12%,
respectively, of the Company's consolidated netmaes. For the year ended December 31, 2000, dnenargrocery chain customer
accounted for $4,673,000, or 11%, and one natiograding distributor accounted for $6,376,000, drlBespectively, of consolidated net
revenues.
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POORE BROTHERS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (CONTI NUED)

10. BUSINESS SEGMENTS AND SIGNIFICANT CUSTOMERS:(®TINUED)

The Company's operations consist of two segmerdsufactured products and distributed products.maeufactured products segment
produces potato chips, potato crisps, and tohias for sale primarily to snack food distributarsd retailers. The distributed products
segment sells snack food products manufacturedhi®r companies to the Company's Arizona snack éistdibutors. The Company's
reportable segments offer different products amdiges. All of the Company's revenues are attriblgtéo external customers in the United
States and all of its assets are located in theedi8tates. The Company does not allocate assedd ba its reportable segments.

The accounting policies of the segments are thessthose described in the Summary of Signifidaabunting Policies (Note 1). The

Company does not allocate selling, general and midtrative expenses, income taxes or unusual iteraegments and has no significant non-

cash items other than depreciation and amortization

MANUFACTURE
PRODUCTS

2002

Revenues from external customers

Depreciation and amortization included
in segment gross profit 936,49

Segment gross profit 10,797,35

$55,321,98

2001

Revenues from external customers

Depreciation and amortization included
in segment gross profit 859,77

Segment gross profit 10,711,86

$49,116,66

2000

Revenues from external customers

Depreciation and amortization included
in segment gross profit 953,01

Segment gross profit 7,395,83

$33,855,17

D DISTRIBUTED
PRODUCTS CONSOLIDATED

5 $4,026,486 $59,348,471

9 - 936,499

7 514,652 11,312,009
7 $4,788,149 $53,904,816
6 - 859,776

9 234,125 10,945,994
7 $5,199,905 $39,055,082
0 - 953,010

2 308,309 7,704,141

The following table reconciles reportable segmensg profit to the Company's consolidated inconferkancome tax provision:

Segment gross profit

Unallocated amounts:
Selling, general and administrative expenses
Fire related income, net
Interest expense, net

Income before income taxes

11. LITIGATION:

2002 2001 2000

$11,312,009 $10,945,994 $7,704,141

8,637,652 8,816,627 5,758,883
259,376 4,014 -
539,733 1,045,117 1,177,467

$2,394,000 $1,088,264 $ 767,791

The Company is periodically a party to various laitsarising in the ordinary course of businessndgement believes, based on discussions
with legal counsel, that the resolution of any slastsuits will not have a material effect on theaficial statements taken as a whole.
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POORE BROTHERS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (CONTI NUED)

12. RELATED PARTY TRANSACTIONS:

The land and building (140,000 square feet) ocalpiethe Company in Bluffton, Indiana is leasedspiant to a twenty year lease dated May
1, 1998 with American Pacific Financial Corporatian affiliate of Pate Foods Corporation from whitve Company purchased Wabash in
October 1999. The lease extends through April 20iBcontains two additional five-year lease rengeailods at the option of the Company.
Lease payments are approximately $20,000 per mphts,CPI adjustments, and the Company is resplengiball real estate taxes, utilities
and insurance.

13. QUARTERLY FINANCIAL DATA (UNAUDITED)

The results for any single quarter are not necigsiadicative of the Company's results for anyeatlquarter or the full year. The quarterly net
sales and gross profit amounts presented beloectdfie reclassifications required by EITF 01-Zdssed in Note 1.

(in 000's except for share data) FIRST SECOND THIRD FOURTH

QUARTER QUARTER QUARTER QUARTER FULL YEAR
FISCAL 2002
Net revenues $ 14,278 $ 15358 $ 15209 $ 14,503 $ 59,348
Gross profit 2,517 3,188 2,564 3,043 11,312
Operating income 552 819 550 753 2,674
Net income $ 380 $ 640 $ 1051 $ 565 $ 2,637
Earnings per common share:
Basic $ 002 $ 004 $ 006 $ 0.03 $ 0.16
Diluted $ 002 $ 004 $ 006 $ 0.03 $ 015
Weighted average number of common shares:
Basic 1 5,692,387 15,833,473 16,362,344 16,686,148 16,146,081
Diluted 1 7,439,210 18,079,446 17,961,882 18,049,958 17,826,953
FISCAL 2001
Net revenues $ 13,267 $ 14,482 $ 13,871 $ 12,285 $ 53,905
Gross profit 2,872 3,121 2,778 2,175 10,946
Operating income 668 703 422 336 2,129
Net income $ 369 $ 404 $ 161 $ 111 $ 1,045
Earnings per common share:
Basic $ 002 $ 003 $ 001 $ o001 $ 0.07
Diluted $ 002 $ 002 $ 001 $ o001 $ 0.06
Weighted average number of common shares:
Basic 1 4,999,765 15,046,655 15,042,765 15,111,704 15,050,509
Diluted 1 6,965,390 17,708,387 17,920,140 17,107,814 17,198,648

The sum of quarterly earnings per share informatiay not agree to the annual amount due to thefube treasury stock method of
calculating earnings per share.
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POORE BROTHERS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (CONTI NUED)

14. ACCOUNTS RECEIVABLE ALLOWANCE

Changes to the allowance for doubtful accountsnduttie three years ended December 28, 2002 are atimach below:

Balance at Balance
beginning Charg esto at end of

of period Exp ense Deductions period
Allowance for Doubtful Account

Fiscal 2000 $206,000 124 ,000 84,000 $246,000
Fiscal 2001 $246,000 332 ,000 359,000 $219,000
Fiscal 2002 $219,000 379

,000 189,000 $409,000
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EXHIBIT 10.33

RETAIL AND PROMOTIONAL LICENSE
WARNER BROS. CONSUMER PRODUCTS
#13770-WBLT

PROMOTIONAL LICENSE AGREEMENT made November 20, 20§y and between WARNER BROS., A DIVISION OF TIME
WARNER ENTERTAINMENT COMPANY, L.P., c/o Warner Bro€onsumer Products, a division of Time Warner Eatement Company
L.P., whose address is 4000 Warner Blvd., Burb@#%91522 (hereinafter referred to as "LICENSOR")J #OORE BROTHERS, INC.,
whose address is 3500 S. La Cometa Drive, Goodp&a85338, Attention: Eric Kufel (hereinafter reffied to as "LICENSEE").

WITNESSETH:
The parties hereto mutually agree as follows:
1. DEFINITIONS: As used in this Agreement, the daling terms shall have the following respective nmiegs:

(a) "CHANNELS OF DISTRIBUTION": Licensee may condubke Licensed Promotion and shall sell and distglihe Licensed Products
and/or the Licensed Premiums through the followitgnnels of Distribution only (as such channelsdefened and numbered in Exhibit 1
attached hereto and incorporated herein by refejenc

CHANNEL EXHIBIT 1 NUMBER
']

All other Channels of Distribution defined in Exhilh which are not specified above in this Paragriép) are specifically excluded from this
Agreement.

]
(b) "GUARANTEED CONSIDERATION": [*]

(c) "LICENSED PREMIUM(S)": Licensee shall have ttight to include premiums incorporating the Liceth§roperty in association with t
Licensed Promotion.

Any and all such premiums shall be determined bypiduties at a later date and shall be addedsd ibénse Agreement pursuant to a written
amendment, provided, however, that Licensor slalehithe absolute right to approve in writing aé #lements (i.e. all premiums as well as
all product packaging, advertising, etc.) priontanufacture of said premiums.

For purposes of this subparagraph, the term "pnerhahall be defined as including, but not neceshmiited to, combination sales, free or
self-liquidating items offered to the public in gonction with the sale or promotion of a producservice, including traffic building or
continuity visits by the consumer/customer, or simyilar scheme or device, the prime intent of whito use the premiums in such a way as
to promote, publicize and or sell the productsyises or business image of the user of such item.

(d) "LICENSED PRODUCTS": Salted Snacks Categoryraef as: Potato Chips, Potato Crisps, 2-D Potat@oon Snacks, 3-D Potato or
Corn Snacks, Pretzels, Cheese Puffs, Tortilla Cltpiet Fried Snacks, Extruded Fried Snacks.

It is understood and agreed that for the purpotdsAgreement, Salted Snacks Category shalluebecthe following: pre-popped popcorn,
nuts, crackers, and cookies.

(e) "LICENSED PROMOTION": The right to utilize tHheécensed Property in connection with the adverjsamd promotion of the Licensed
Products and with the manufacture, distribution adidertisement of Licensed Premiums as set fortdwbe
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Licensee shall invest [*] of its annual Net Salas §efined in Paragraph 4(b) below) of the Licerexlucts towards trade and consumer
marketing support which shall include a minimunooé (1) FSI per calendar year (the "Annual FSI Requent"). [*] of such marketing
investment shall be allocated towards televisiodimmeommitments (the "TV Commitment") on AOL TW werks each calendar year to
support the Licensed Products. In the event, Ligeissno longer affiliated with television mediatiets during the Term, Licensee may util
other television networks to fulfill the TV Commiént.

It is understood and agreed that the Annual FSuRement shall be fulfilled for the calendar ye@803 with the FSI for the Looney Tunes:
Back in Action property as provided for in sepal@ense agreement #13771-WBLT/BIA.

(f) "LICENSED PROPERTY": The fictional cartoon clhaters BUGS BUNNY, DAFFY DUCK, SYLVESTER, TWEETY GAD

RUNNER, WILE E. COYOTE, TASMANIAN DEVIL, ELMER FUDDPORKY PIG, MARVIN THE MARTIAN, GOSSAMER and MISS
WITCH HAZEL, YOSEMITE SAM, PEPE LE PEW, FOGHORN LE®RN which constitute "LOONEY TUNES", including timames of
said characters and all trademarks, copyrightsr@mwental settings and artwork associated thehewitensee specifically understands and
agrees that no rights are granted herein with rtgpehe Warner Bros.

"BABY LOONEY TUNES" or "BABY LOONEY TUNES CLASSIC OLLECTION" properties, it being understood thatrahts in and to
said properties are reserved exclusively to Licefmouse and/or licensing as it deems appropt@third parties of its choice. Licensee
further understands and agrees that the rightdegtdrerein are limited only to the cartoon characset forth above as depicted in Licensor's
Style Guide, as such Style Guide may be revisad fime to time, and that any and all rights inptassociated with any theatrical motion
picture, including without limitation the motiongbirre presently entitted LOONEY TUNES: BACK IN AGDN, any television motion
picture, movie of the week, television specialetéion pilot, television series, direct to videvamy other audiovisual work of any type now
known or hereafter devised intended for exploitatroany medium now known or hereafter devisedaioirig "LOONEY TUNES", whether
live action, animation or both, as well as with @egjuels, spin-offs and all other types of derxaatvorks based thereon, are specifically
excluded herefrom, it being understood that alitsgn and to such properties are reserved exdlysto Licensor for use and/or licensing ¢
deems appropriate to third parties of its choicgy And all rights in any film clips, stills, soubdtes, voices, music or other audio clips are
specifically excluded herefrom. If Licensee wishesise any such elements, Licensee must sepapatalyre the necessary rights and any
rights clearance or related fees arising from ssinadl be at Licensee's sole expense.

(9) "MARKETING DATE": Date Licensed Products firshipped to customer, but not later than Septembe?d03.
(h) "ROYALTY RATE": Licensee shall pay to Licenstire following sums:
(i) [*] of Net Sales of all Licensed Products; and

(i) [*] of Net Purchase Price of all Licensed Piiems distributed by Licensee hereunder. The termt 'Rurchase Price" herein shall mear
price actually paid by Licensee for any Licenseenfium(s) authorized and distributed hereundes. liniderstood and agreed that any
Royalties paid to Licensor on Net Purchase Priderefmiums shall be in addition to and shall noseifthe Guaranteed Consideration
hereunder.

(g) "STYLE GUIDE": Any materials provided by Licemsto Licensee which sets forth the style, fornshgracterization and any artwork
depicting the Licensed Property which has beenaygat by Licensor in writing

() "TERM": [*]
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() "TERRITORY": United States (fifty states), PteRico, United States Virgin Islands, and Unitedt&s Military Bases.
2. GRANT OF LICENSE:

(a) Subject to the restrictions, limitations, resgions and conditions and Licensor's approvaltsiget forth in this Agreement, Licensor
hereby grants to Licensee and Licensee hereby &cfogghe Term of this Agreement, a license téagtithe Licensed Property solely on o
connection with the Licensed Promotion and the hse&l Products and/or Licensed Premiums througheuterritory on an exclusive basis
in the Salted Snack Category as defined in Parhdtég), except that sales of Licensed Productd &ahsed Premiums sold through Airport
Gift and Other Airport Stores shall be on a nonkgsive basis.

(0) [1]

(c) Without limiting any other approval rights ofcensor as contained herein, no television comrakr¢animated or live action) may be
utilized under this Agreement without the spegifior written approval of Licensor.

3. RESERVATION OF RIGHTS; PREMIUMS:

(a) Licensor reserves all rights not expressly eged to Licensee hereunder, and Licensor may ¢jcanises to others to use the Licensed
Property, artwork and textual matter in connectigth other uses, services and products withouttitian.

(b) Notwithstanding anything to the contrary statedein, Licensor, for itself and its affiliatepesifically reserves the right, without
limitation throughout the world, to itself use,lmense any third party(s) of its choice to useltlensed Property for the marketing,
manufacture, distribution and sale of products antlife promotion of services similar or identigattiose licensed herein in Paragraphs I(c)
and I(d) above for sale through any catalogue(sntine website produced or distributed by or ohdieof Licensor or its affiliated
companies, or for sale or distribution in any teestarenas or restaurants or for sale or distobuh connection with any home video
product, including DVD or other formats, or forealr distribution in the retail stores known as ‘W& Bros. Studio Stores" and any other
retail stores operated by or on behalf of Licermdts affiliated companies, or for sale or distitibn in any theme/amusement parks operated
by or on behalf of Licensor and its affiliated campes, including without limitation, the Six Flagsd Movie World parks or its licensees,
Flags, Movie World, or their affiliated companid&s.addition, Licensor reserves the right to allow Blags and Movie World to manufacture
(or have manufactured by a third party) produatsilar or identical to those licensed herein foitrifiition or sale in theme and/or amusen
parks owned or operated by Six Flags and/or MovaltV Further, Licensor reserves the right to usdicense others to use, and/or
manufacture products similar or identical to thiisensed herein for use as premiums. Nothing coathherein shall be construed to mean
that Licensee is granting a license to Licensartilize Licensee's proprietary and/or patentednetdgy.

(c) Licensee specifically understands and agressnih rights are granted herein with respect tdMaener Bros. "shield" logo or trademark,
or any other trademark(s), logo(s) or copyrightsied/by Licensor other than those specifically sghfabove in the Licensed Property, it
being understood that all rights in and to saidprtes are reserved exclusively to Licensor fer aisd/or licensing as it deems appropriate to
third party(s) of its choice. Notwithstanding tleedgoing Licensee may use the Warner Bros. shigld in connection with the legal line
referenced in Paragraph 8(d) below as instructelddgnsor's Brand Assurance Department.

(d) Licensee agrees that it will not use, or knayiyrpermit the use of, and will exercise due caat tts customers likewise will refrain from
the use of, the Licensed Products as premiumsedrittensed Premiums as products for retail saleg@bwith the prior written consent of
Licensor.
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(e) Licensee specifically understands and agresathrights are granted hereunder with respeitte®arner Bros. "BABY LOONEY
TUNES" infant property, it being understood thatigihts in and to said property are reserved esiekly to Licensor for use and/or licensing
as it deems appropriate to third parties of itsaho

(f) Licensee further understands and agrees teatdghts granted herein are limited only to theaam characters set forth above and that any
and all rights in, to or associated with the thieatrmotion picture entitled "SPACE JAM", as wedl with any sequels thereto, are specifically
excluded herefrom, it being understood that alitsgn and to said property are reserved exclugielicensor for use and/or licensing as it
deems appropriate to third parties of its choice.

4. CONSIDERATION:

(a) The Guaranteed Consideration paid by Licensestaforth above shall be applied against suchltieg as are, or have become, due to
Licensor. No part of such Guaranteed Consideratiail be repayable to Licensee. Royalties earneddpss of the Guaranteed Consider:
applicable to the Term hereof shall not offset @uwaranteed Consideration required in respect o$ticeeeding renewal term (if any);
likewise, royalties earned in excess of the GuaethConsideration applicable to the renewal tefanf) shall not offset any Guaranteed
Consideration applicable to any prior term.

(b) Royalty Payments: Licensee shall pay to Licemssum equal to the Royalty Rate as set forth alodyi) all Net Sales by Licensee of the
Licensed Products and/or (ii) Net Purchase Pridb@Licensed Premiums covered by this Agreemedre.t€rm "net sales" herein shall mean
[*]. No costs incurred in the manufacture, salstrithution, advertisement, or exploitation of thednsed Products shall be deducted from any
royalties payable by Licensee.

(c) Royalties shall be payable concurrently with greriodic statements required in Paragraph 5¢@pfieexcept to the extent offset by the
Guaranteed Consideration theretofore remitted.

5. PERIODIC STATEMENTS:

(a) Within thirty (30) days after the end of thesfifiscal quarter after the date of executionhef ticense Agreement and promptly on the :
day after the end of each fiscal quarter theredfieensee shall furnish to Licensor complete acrlieate statements certified to be accurate
by Licensee, or if a corporation, by an officelLidensee, showing the (i) number of units; (ii) oty in which manufactured, sold,
distributed and/or to which shipped; (iii) Desciipt (as such term is defined below) of the LicenBeablucts and/or Licensed Premiums; (iv)
gross sales price or Net Purchase Price (if agdi¢aand (v) itemized deductions from gross splese and net sales price (if applicable)
together with any returns made during the precefigogl quarter. Such statements shall be in saghdts as Licensor shall reasonably
require (which formats may be amended by Licensomftime to time) and shall be furnished to Licansbether or not any of the Licensed
Products and/or Licensed Premiums have been distdiduring fiscal quarters to which such statesegfier. Receipt or acceptance by
Licensor of any of the statements furnished purstathis Agreement or of any sums paid hereundall sot preclude Licensor from
guestioning the correctness thereof at any timejimthe event that any inconsistencies or mistakesliscovered in such statements or
payments, they shall immediately be rectified drelappropriate payments made by Licensee. Uponmkofd_icensor, Licensee shall at its
own expense, but not more than once in any twdl2g rhonth period, furnish to Licensor a detaileatesnent by an officer of Licensee
showing the

(i) number of units; (ii) country in which manufaced, sold, distributed and/or to which shippeid); fiescription of the Licensed Products
and/or Licensed Premiums; (iv) gross sales pridgeirPurchase Price (if applicable); and (v) itesdizieductions from gross sales price and
net sales price (if applicable) of the Licenseddets and/or Licensed Premiums covered by this égent distributed and/or sold by
Licensee up to and including the date upon whidehsor has made such demand. For purposes ofatagiaph

5(a), the term "Description" shall mean a detadledcription of the Licensed Products and/or Licdrd@miums including the nature of each
of the Licensed Products and/or Licensed Premiamgand all names and likenesses, whether livesaotcanimated characters, from
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the Licensed Property utilized on the Licensed Betsland/or Licensed Premiums and/or any relatelgafing and/or wrapping material, &
any other components of the Licensed Propertyzatilion the Licensed Products and/or Licensed Pramand/or any related packaging
and/or wrapping material. In the event Licensaegponsible for the payment of any additional tipiadty participations based on Licensee
not reporting by character name and likeness asqed above, Licensee shall be responsible forlsansing Licensor for the full amount of
all such third party claims, including without litation the participation itself, interest, audidaeasonable attorneys' fees. Licensee
understands and agrees that it is a material tachtandition of this Agreement that Licensee ineltite Description on all statements. In the
event Licensee fails to do so, Licensor shall itheeright to terminate this Agreement, in accor@awith the provisions of Paragraph 14
herein.

(b) For the statements and payments required heeeuhicensee shall reference the contract numpen(sll statements and payments. If the
United States Postal Service is used deliver tdathawing:

WARNER BROS. CONSUMER PRODUCTS
21477 Network Place
Chicago, IL 60673-1214

If sent by Federal Express or any other CourieviSerdeliver to the following:

BANK ONE
Attention WBCP lockbox #21477

525 West Monroe

8th Floor Mail Room

Chicago, IL 60661

Telephone Number 312-732-5500

(c) Any payments which are made to Licensor hereunfter the due date required therefor, shall bearest at the then current prime rate,
as published in The Wall Street Journal (New Yatkien), plus three (3%) percent (or the maximune r@zermissible by law, if less) from t
date such payments are due to the date of payirieahsor's right hereunder to interest on late payimshall not preclude Licensor from
exercising any of its other rights or remedies pans to this Agreement or otherwise with regarditensee's failure to make timely
remittances.

6. BOOKS AND RECORDS:

(a) Licensee shall keep, maintain and preservei¢ensee's principal place of business) for attleas (2) years following expiration or
termination of the Term of this Agreement or anyawal(s) hereof (if applicable), complete and aatrecords of accounts including,
without limitation, purchase orders, inventory netx) invoices, correspondence, banking and finhaoid other records pertaining to the
various items required to be submitted by Licereewell as to ensure Licensee's compliance withl lagvs as required pursuant to
Paragraph 13(k) hereof. Such records and accobaliste available for inspection and audit up to {&) times per year during or after the
Term of this Agreement or any renewal(s) hereofiflicable) during reasonable business hours pod reasonable notice by Licensor o
nominees. Licensee agrees not to cause any irgademwith Licensor or nominees of Licensor in teefgrmance of their duties. During such
inspections and audits, Licensor shall have thet tig take extracts and/or make copies of Licesse#évant records as it deems reasonably
necessary. Licensor agrees to keep confidentiaifalmation and copies obtained by Licensor punst@this Paragraph other than with
respect to required disclosures in connection disputes between the parties or as otherwise by law, court order or governmental
process.

(b) The exercise by Licensor in whole or in pattagy time of the right to audit records and act¢swn of any other right herein granted, or
the acceptance by Licensor of any statement agratits or the receipt and/or deposit by Licendcaing payment tendered by or on beha
Licensee shall be without prejudice to any rightsamedies of Licensor and such acceptance, reaeiibr deposit shall
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not preclude or prevent Licensor from thereaftspdiing the accuracy of any such statement or payme

(c) If pursuant to its right hereunder Licensorseaian audit and inspection to be instituted wihieheafter discloses a deficiency betweer
amount found to be due to Licensor and the amoctnglly received or credited to Licensor, then bisee shall, upon Licensor's demand,
promptly pay the deficiency, together with interéstreon at the then current prime rate from ttie dach amount became due until the date
of payment, and, if the deficiency is more tharfpercent (5%) of all payments made by Licensemguhe period covered by the audit, t
Licensee shall pay the reasonable costs and expehsach audit and inspection.

7. INDEMNIFICATIONS:

(a) During the Term, and continuing after the exiadm or termination of this Agreement, Licensoalsindemnify Licensee and its affiliates
and shall hold them harmless from any loss, lighilamage, cost or expense, including reasonatolimays' fees, arising out of any claim:
suits which may be brought or made against Liceasekdts affiliates by reason of the breach by b of the warranties or representations
as set forth in Paragraph 12 hereof, providedliltansee shall give prompt written notice, and éadlbperation and assistance to Licensor
relative to any such claim or suit and providedtHer, that Licensor shall have the option to utader and conduct the defense of any suit so
brought. Licensee shall not, however, be entitteetover for lost profits. Licensee shall coopefatly in all respects with Licensor in the
conduct and defense of said suit and/or proceedeigted thereto.

(b) During the Term, and continuing after the eafyan or termination of this Agreement, Licenseallsindemnify Licensor, Time Warner
Entertainment Company, L.P. ("TWE") and each oéffdiates, and shall hold them harmless from kg, liability, damage, cost or
expense, including reasonable attorneys' feesn@mgit of any claims or suits which may be broughinade against Licensor, TWE or any
of its affiliates, by reason of: (i) any breachLidensee's covenants and undertakings hereungenyi unauthorized use by Licensee of the
Licensed Property; (iii) any use of any trademarkapyright on or in connection with the Licensaddricts, the Licensed Premiums or the
Licensed Promotion (except trademarks or copyrightie Licensed Property used in accordance \uightérms of this Agreement), design,
patent, process, method or device on or in conmegtith the Licensed Products, Licensed Premiumsaamsed Promotion; (iv) Licensee's
non-compliance with any applicable federal, statlocal laws or with any other applicable regulagpand (v) any alleged defects and/or
inherent dangers (whether obvious or hidden) irLibensed Products and/or Licensed Premiums, onskehereof. Provided, however, that
Licensor shall give prompt written notice, and ftdloperation and assistance to Licensee relatiaeyalaim or suit and provided, further,
that Licensee shall have the option to undertaklecanduct the defense of any suit so brought. ISoeshall cooperate fully in all respects
with Licensee in the conduct and defense of satdasul/or proceedings related thereto. Providedigwer, that Licensor shall give prompt
written notice, and full cooperation and assistandeicensee relative to any such claim or suit pravided, further, that Licensee shall have
the option to undertake and conduct the defens@wptuit so brought. Licensor shall cooperate flllgll respects with Licensee in the
conduct and defense of said suit and/or proceedeigted thereto.

(c) With regard to Paragraph 7(b) above, Licenggees to obtain, at its own expense, Commerciab@éihiability Insurance, including
product liability and contractual liability coveragroviding adequate protection for Licensor antehsee against any such claims or suits in
amounts no less than three million dollars ($3,000) per occurrence, combined single limits. Siamgobusly with the execution of this
Agreement, Licensee undertakes to submit to Liceagolly paid policy or certificate of insurancaming Licensor, TWE and each of its
affiliates as additional insured parties and, reggithat the insurer shall not terminate or matgrimodify such policy or certificate of
insurance without written notice to Licensor atstea
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thirty (30) days in advance thereof. Such insurafal at all times be primary and not contributafith any insurance carried by Licensor,
TWE or any of their affiliates. Further the deliyef the policy or certificate, as provided in tiaragraph 7(c) are material obligations of
Licensee.

8. ARTWORK; COPYRIGHT AND TRADEMARK NOTICES:

(a) The Licensed Property shall be displayed od wsgy in such form and in such manner as has bpedifically approved in writing by
Licensor in advance and Licensee undertakes toeagsage of the trademark(s) and character(s)ysadehpproved hereunder. Licensee
further agrees and acknowledges that any and dllokk (defined below) created, utilized, approved/ar authorized for use hereunder by
Licensor which features or includes the LicensexpBrty shall be owned exclusively by Licensor edalg intellectual property rights in and
to any elements that are owned by Licensee ordieéy Licensee from a third party and do not idelthe Licensed Property. "Artwork" as
used herein shall include, without limitation, gilttorial, graphic, visual, audio, audio-visualgitl, literary, animated, artistic, dramatic,
sculptural, musical or any other type of creatiand applications, whether finished or not, inclgdibut not limited to, animation, drawings,
designs, sketches, images, tooling and tooling didstrations, film, video, electronic, digitizext computerized information, software, obj
code, source code, on-line elements, music, tedhgle, stories, visuals, effects, scripts, voiees, logos, one-sheets, promotional pieces,
packaging, display materials, printed materialgtpfraphs, interstitials, notes, shot logs, chargatofiles and translations, produced by
Licensee or for Licensee, pursuant to this Agredmeaoensor reserves for itself or its designeésigihts to use any and all Artwork created,
utilized and/or approved hereunder without limaatexcluding intellectual property rights in andatyy elements that are owned by Licensee
or licensed by Licensee from a third party and dbimclude the Licensed Property. Nothing contaiherkin shall be construed to mean that
Licensee is granting a license to Licensor tozgiliicensee's proprietary, patented technologyoanmatellectual property rights whether
alone or in combination with the Licensed Property.

(b) Licensee acknowledges that, as between Licarsbticensee, the Licensed Property and Artwotkahderivative works thereof, and
copyrights, trademarks and other proprietary righksein are owned exclusively by Licensor and hése shall have no interest in or claim
thereto, except for the limited right to use thenegursuant to this Agreement and subject to itageand conditions.

Licensor acknowledges that, as between Licensotamhsee, the Licensee's intellectual propertyahderivative works thereof, and all
copyrights, trademarks and other proprietary righksein are owned exclusively by Licensee andrisoe shall have not interest in or claim
thereto.

Licensee agrees and acknowledges that any Artwedked by Licensee or for Licensee hereundergoak'made for hire" for Licensor
under the U.S. Copyright Act, and any and all samgdrovisions of law under other jurisdictions, dhdt Licensor is the author of such works
for all purposes, and that Licensor is the exclisiwner of all the rights comprised in the undidad®pyright and all renewals, extensions
reversions therein, in and to such works in petipetind throughout the universe. Licensee herehiyegaand releases in favor of Licensor all
rights (if any) of "droit moral," rental rights arsiimilar rights in and to the Artwork (the "Intabtg Rights") and agrees that Licensor shall
have the right to revise, condense, abridge, expadapt, change, modify, add to, subtract frontitie-re-draw, recolor, or otherwise modit
the Artwork, without the consent of Licensee. Lisea hereby irrevocably grants, transfers and as$ighicensor all right, title and interest,
including copyrights, trademark rights, patent tigand other proprietary rights, it may have in tmthe Artwork and all derivative works, in
perpetuity and throughout the universe. Licens&a@eledges that Licensor shall have the right toieate this Agreement in the event
Licensee asserts any rights (other than thosefglyi granted pursuant to this Agreement) inmthe Licensed Property or Artwork.

Licensee hereby warrants that any and all worktecehy Licensee under this Agreement apart froomthterials provided to Licensee by
Licensor is and shall be wholly original with oflfucleared by Licensee and shall not copy or otlig infringe the rights of any third parti
and Licensee hereby indemnifies Licensor and wailtiLicensor harmless from any such claim of irfement or otherwise
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involving Licensee's performance hereunder, uritetdérms of Paragraph 7(b). At the request of l9oenLicensee shall execute such fort
of assignment of copyright or other papers as lsoemay reasonably request in order to confirmwaed in Licensor the rights in the
properties as provided for herein. In addition drisee hereby appoints Licensor as Licensee's AftamFact to take such actions and to
make, sign, execute, acknowledge and deliver al siocuments as may from time to time be necessagnfirm in Licensor, its successors
and assigns, all rights granted herein. If anydtpiarty makes or has made any contribution to thation of Artwork authorized for use
hereunder, Licensee agrees to obtain from sucl pdttll confirmation and assignment of rights kBattthe foregoing rights shall vest fully in
Licensor, in the form of the Contributor's Agreematiached hereto as Exhibit 2 and by this referenade a part hereof, prior to
commencing work, and subject to the prior writtppraval of Licensor, ensuring that all rights i tArtwork and Licensed Property arise in
and are assigned to Licensor. Promptly upon emgénito each such Contributor's Agreement, Licersded! give Licensor a copy of such
Contributor's Agreement. Licensee assumes all resitity for such parties and agrees that Licerse#l bear any and all risks arising ou
or relating to the performance of services by ttaem to the fulfillment of their obligations undéetContributor's Agreement.

(c) Upon expiration or termination of this Agreerhér any reason, or upon demand by Licensor attiamg, Licensee shall promptly deliver
to Licensor all Artwork or Licensed Property, whatlinished or not, including drawings, drafts, tskes, illustrations, screens, data, digital
files and information, copies or other items, imfation or things created in the course of prepatieg.icensed Property, excluding any
elements that are owned by Licensee or licensdddensee from a third party and all materials pded to Licensee by Licensor hereunder,
or, at Licensor's option and instruction, shallto®ssome or all of the foregoing and shall confiorlLicensor in writing that Licensee has
done so. Licensee shall not use such Artwork oehsed Property, items, information or things, malgfor any purpose other than is
permitted under this Agreement. For any Licensemehts and/or intellectual property that utilizedrised Property or Artwork in whole or
in part, Licensee shall destroy such elements anmutllectual property upon expiration or terminatof this Agreement for any reason and
shall confirm to Licensor in writing that Licenskas done so.

(d) Licensee shall, within thirty (30) days of radgeg an invoice, pay Licensor for Artwork executied Licensee by Licensor (or by third
parties under contract to Licensor) for use indeeelopment of the Licensed Products and/or Liagfsemiums and any related packaging,
display and promotional materials at Licensor'saileng commercial art rates. The foregoing shadliide any Artwork that, in Licensor's
opinion, and subject to Licensee's written appragahecessary to modify Artwork initially preparked Licensee and submitted for approval.
Estimates of Artwork charges are available upomest] Licensor shall submit to Licensee, for Liess prior approval, any increases of ten
percent (10%) or more above the estimate origiregigroved by Licensee, and Licensee shall not bgated to pay for such increased co
Licensee has not provided its approval thereof.

(e) Licensee shall cause to be imprinted, irremtyvabd legibly on the packaging of each LicensestiBct and/or Licensed Premium
manufactured, distributed or sold under this Agreetnand all printed and/or televised advertisprgmotional, packaging and wrapping
material wherein the Licensed Property appearsiall@ving copyright and/or trademark notice(s)soich other notice as may be approve
Licensor:

LOONEY TUNES, CHARACTERS, NAMES AND ALL RELATED IND ICIA ARE TRADEMARKS
OF AND (C) WARNER BROS.

(S02)
(The year date shall be as instructed by Licensor.)

(f) In no event shall Licensee use, in respechéolticensed Products and/or Licensed Premiums aimdrfelation to any advertising,
promotional, packaging or wrapping material, angyeaht or trademark notices which shall confligtiw be confusing with, or negate, any
notices required hereunder by Licensor in respetti¢ Licensed Property.
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(9) Licensee agrees to deliver to Licensor freeost six (6) of each of the Licensed Premiums togrewvith their packaging and wrapping
material for trademark registration purposes in pliemce with applicable laws, simultaneously up@stribution to the public. Any copyrigk

or trademarks with respect to the Licensed PromaiioLicensed Products and/or Licensed Premiumishg@rocured by and for the benefit
of Licensor and at Licensor's expense. Licensabduagrees to provide Licensor with the date effitst use of the Licensed Products and/or
Licensed Premiums in interstate and intrastate ceroen

(h) Licensee shall assist Licensor, at Licensotfgase, in the procurement, protection, and maamtes of Licensor's rights to the Licensed
Property. Licensor may, in its sole discretion, ceamce or prosecute and effect the disposition pfcéaims or suits relative to the imitation,
infringement and/or unauthorized use of the LicdriRmperty either in its own name, or in the namki@ensee, or join Licensee as a part
the prosecution of such claims or suits. Licenggees to cooperate fully with Licensor in connattigth any such claims or suits and
undertakes to furnish full assistance to Licenadhe conduct of all proceedings in regard thereitensee shall promptly notify Licensor in
writing of any known infringements or imitations @nauthorized uses by others of the Licensed Piypar or in relation to promotions
similar to the Licensed Promotion or products i@eitto similar to or related to the Licensed Pratdwand/or Licensed Premiums. Licensor
shall in its sole discretion have the right tolsetr effect compromises in respect thereof. Lieenshall not institute any suit or take any
action on account of such infringements, imitationsinauthorized uses.

(i) Licensee acknowledges receipt of Licensor'deSBuide and undertakes to utilize the depictidithe Licensed Property (and, if
authorized by Licensor, any emblems and/or devasssciated therewith) in the form as set forthdimeon all Licensed Products as well as
advertising, promotional, packaging or wrappingenats. In the event that Licensee desires tozetilenditions which vary from those as set
forth in the Style Guide, Licensee shall make aiestjto Licensor in that connection, and if theues is approved, Licensor shall prepare
appropriate Artwork and deliver same to Licensaeemhsee shall utilize such Artwork solely in thenfiofurnished by Licensor, if Licensee
decides to use such Artwork in Licensee's soleaglimn, shall pay a reasonable fee to Licensoeapect thereof not later than one month
after delivery thereof by Licensor to Licensee, andh fee shall be additional to and not offseaby Guaranteed Consideration referred to in
Paragraph 1(b) hereinabove.

() If Licensee is unable or unwilling to use artlkedrom the Licensor's Style Guide and if Licensounable or unwilling to provide Licensee
with Artwork as described in subparagraph (h) abawe if Licensor expressly consents in writing, ethconsent shall not be unreasonably
withheld, but may be subject to such conditionkiaensor may elect in its sole discretion, then anly then may the Licensee create or
procure the creation of Artwork. In any event, lrisee shall assign or procure the assignment imgritf all rights, copyright and otherwise,
in and to any Artwork, and it is intended that thisvision shall take effect as an assignment o§pective copyrights in Artwork yet to be
created by or for. The Licensee further undertaseake all and any steps necessary for the recordagistration of the assignment(s)
referred to hereinabove.

9. APPROVALS AND QUALITY CONTROLS:

(a) Licensee agrees to strictly comply and maintaimpliance with the quality standards, specifaadiand rights of approval of Licensor in
respect to any and all usage of the Licensed Prpparor in relation to the Licensed Products anticensed Premiums throughout the Te
of this Agreement and any renewals or extensiogietf (if applicable). Licensee agrees to furnshitensor free of cost for its written
approval as to quality and style, samples of ed¢heoLicensed Products and/or Licensed Premiuoggther with their packaging, hangtags,
and wrapping material, as follows in the successtages indicated: (i) rough sketches/layout cotscé) finished artwork or final proofs;

(iii) pre-production samples or strike-offs; and)(finished products, including packaged samples.

(b) No Licensed Products and/or Licensed Premiumdsn® material utilizing the Licensed Property sbalmanufactured, sold, distributed
promoted by Licensee without prior written approval
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addition to the foregoing, Licensee understandsitishall furnish to Licensor, scripts and storglas of any proposed media use of the
Licensed Property as may be authorized hereundsufficient time for Licensee to make all revissomhich Licensor in its sole discretion
may request. Licensee may, subject to Licensoios prritten approval, use textual and/or pictorigtter pertaining to the Licensed Property
on promotional, display and advertising materiafregy, in its reasonable judgment, promote the afallee Licensed Products and/or Licen
Premiums. All advertising and promotional materralsiting to the Licensed Promotion and LicensemtiBcts and/or Licensed Premiums
must be submitted to the Licensor for its writt@pival at the following stages appropriate torttedlium used. For print materials,
submissions are to be made at the following stg@gsough sketches or layout concepts; (b) firdstwework or final proofs; and (c) finished
materials. For television commercials, if approbgd.icensor, submissions are to be made at thevillg stages: (a) initial concept; (b)
storyboard, including written text;

(c) pencil tests and voice-overs for animation andélection of performers for live action; and édassette of the finished commercial prior
to air date. For radio or other audio materialapiproved by Licensor, submissions are to be miatte dollowing stages: (a) initial concept;
(b) script; (c) voice-overs; and (d) a cassetttheffinished commercial prior to the air date.

(c) Approval or disapproval shall lie in Licensastale discretion. Licensor shall use its best ¢dfty approve, disapprove or otherwise
comment upon any items submitted to it for appr@saiay be required hereunder within ten (10) mssimlays after receipt by it of such item
(s). In the event that Licensor fails to approvieadprove or otherwise comment upon the item(susmitted within said ten (10) business
days, then Licensee shall have the right to nati€gnsor of such failure by facsimile (evidencedvimjtten confirmation of facsimile
transmittal) and Licensor shall thereafter be nemfito approve, disapprove or otherwise comment tipe item(s) so submitted within seven
(7) business days after receipt by it of said fadsiand failure to do so shall be deemed approfahy item(s) so submitted. Any Licensed
Products and/or Licensed Premiums not so approvediiing shall be deemed unlicensed and shalbeahanufactured, distributed or sold.
If any unapproved Licensed Products and/or Licefethiums are being distributed or sold, Licensaymogether with other remedies
available to it including, but not limited to, imutiate termination of this Agreement, require suatehsed Products and/or Licensed
Premiums to be immediately withdrawn from the madad to be destroyed, such destruction to betatids in a certificate signed by an
officer of Licensee.

(d) Any material modification of a Licensed Prodaat/or Licensed Premium must be submitted in ackvor Licensor's written approval
if it were a new Licensed Product and/or Licenseghiftum. Any change involving the Artwork appearotga Licensed Product shall
constitute a material modification of such Licen&dduct. Approval of a Licensed Product and/oeh&ed Premium which uses particular
artwork does not imply approval of such artworkdiee with a different Licensed Product and/or LegghPremium.

(e) Licensed Products and/or Licensed Premiums oargbrm in all material respects to the final protion samples approved by Licenso
in Licensor's reasonable judgement, the quality bicensed Product and/or Licensed Premium oribyirsgdproved has deteriorated in later
production runs, or if a Licensed Product and/@ebised Premium has otherwise been altered, Licemaprin addition to other remedies
available to it, require that such Licensed Produnct/or Licensed Premium be immediately withdrawamfthe market.

(f) Licensee shall permit Licensor to inspect Lisea's manufacturing operations, testing and maturfag payroll records (including those
operations and relevant records of any supplienamufacturer approved pursuant to Paragraph 1@{byv with respect to the Licensed
Products and/or Licensed Premiums.

(9) If any changes or modifications are requiretéanade to any material submitted to Licensoitfowritten approval in order to ensure
compliance with Licensor's specifications or staddaf quality, Licensee agrees promptly to malehsthanges or modifications.
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(h) Subsequent to final approval, no fewer thamtydour (24) production samples of Licensed Prdasland/or Licensed Premiums will be
sent to Licensor, to ensure quality control sinmétausly upon distribution to the public. In additidicensor shall have the right to purchase
any and all Licensed Products and/or Licensed Rm@asiin any quantity at the maximum discount prig@hsee charges its best customer,
assuming similar quantities and shipment terms.

(i) To avoid confusion of the public, Licensee ag@ot to associate other characters or propeviieghe Licensed Property on the Licensed
Products and/or Licensed Premiums or in any paokagiromotional or display materials unless Licenszeives Licensor's prior written
approval. Furthermore, Licensee agrees not toheskeitensed Property (or any component thereo§ronbusiness sign, business cards,
stationery or forms, nor as part of the name oéhgee's business or any division thereof.

(j) Pursuant to this Agreement, Licensee shallitsseeasonable commercial efforts to notify itstonsers of the requirement that Licensor has
the right to approve all promotional, display anldertising materials that incorporate the LicenBeaperty. It is understood and agreed that
the use of images featuring the Licensed Produtitarapproved packaging in promotional, displagl advertising materials is excluded fr
this requirement, provided, however, none of theehsed Property is utilized separately from thehsed Product and its packaging.

(k) It is understood and agreed that any animaiied in electronic media, including but not limitecanimation for television commercials
and character voices for radio commercials, stajptoduced by Warner Bros. pursuant to a sepagat¢ement between Licensee and Wa
Bros. Animation, subject to Warner Bros. Animat®oaustomary rates. Any payment made to Warner Byoisnation for such animation
shall be in addition to and shall not offset thea@unteed Consideration set forth in Paragraph 1(b).

(I) Licensor's approval of Licensed Products antioensed Premiums (including, without limitatiadhe Licensed Products and/or Licensed
Premiums themselves as well as promotional, disphayadvertising materials) shall in no way cooggibr be construed as an approval by
Licensor of Licensee's use of any trademark, cgbyt@nd/or other proprietary materials not owned.icgnsor.

10. DISTRIBUTION; SUBLICENSE MANUFACTURE:

(a) Within the Channels of Distribution set forthRaragraph I(a) hereof, Licensee shall sell tibethsed Products/Licensed Premiums to
wholesalers, distributors or retailers for saleemale and distribution directly to the publicLifensee sells or distributes the Licensed
Products/Licensed Premiums at a special pricegitjrer indirectly, to itself, including withoutriitation, any subsidiary of Licensee or to
any other person, firm, or corporation affiliatedhaLicensee (including any affiliated distributp its officers, directors or major
stockholders, for ultimate sale to unrelated tlpiadties, Licensee shall pay royalties with respestich sales or distribution, based upon the
price generally charged the trade by Licensee.

(b) Licensee shall not be entitled to sublicenseddrits rights under this Agreement. In the evieigsensee is not the manufacturer of the
Licensed Products and/or Licensed Premiums, Liaesball, subject to the prior written approval afdnsor, which approval shall not be
unreasonably withheld, be entitled to utilize adtparty manufacturer in connection with the mantifee and production of the Licensed
Products and/or Licensed Premiums, provided thet stanufacturer shall execute a letter in the fofrixhibit 3 attached hereto and by this
reference made a part hereof. In such event, Lémeakall remain primarily obligated under all af firovisions of this Agreement and any
default of this Agreement by such manufacturerldf@teemed a default by Licensee hereunder. Bwveat shall any such third party
manufacturer agreement include the right to gragitraghts to subcontractors.

11. GOODWILL: Licensee recognizes the great valighe publicity and goodwill associated with theémnsed Property and acknowledges:
(i) such goodwill is exclusively that of Licensamd (ii) that the Licensed Property has acquiredandary meaning as Licensor's traden
and/or identifications in the mind of the purchaspublic. Licensee further
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recognizes and acknowledges that a breach by Leéeemisany of its covenants, agreements or undegakiereunder will cause Licensor
irreparable damage, which cannot be readily rendeidielamages in an action at law, and may, in audthereto, constitute an infringement
of Licensor's copyrights, trademarks and/other pedary rights in, and to the Licensed Propertgréty entitling Licensor to equitable
remedies, and costs.

12. LICENSOR'S WARRANTIES AND REPRESENTATIONS: Litsor represents and warrants to Licensee that:

(a) It has, and will have throughout the Term @ thgreement, the right to license the LicenseErty to Licensee in accordance with the
terms and provisions of this Agreement; and

(b) The making of this Agreement by Licensor ane g Licensor of the Licensed Property pursuamhi®Agreement does not violate any
agreements, rights or obligations of any persaem &r corporation.

13. LICENSEE'S WARRANTIES AND REPRESENTATIONS: Litgee represents and warrants to Licensor thapglthie Term and
thereafter:

() It will not attack the title of Licensor (oritt parties that have granted rights to Licensornd to the Licensed Property or any copyright
or trademarks pertaining thereto, nor will it aktdlee validity of the license granted hereunder;

(b) It will not harm, misuse or bring into disrepuhe Licensed Property;

(c) 1t will conduct the Licensed Promotion as wasdlmanufacture, promote and distribute the LiceRseducts and/or Licensed Premiums in
accordance with the terms of this Agreement, armbmpliance with all applicable government regalasi and industry standards;

(d) It will not create any expenses chargeableitersor without the prior written approval of Licgm in each and every instance. It will not
cause or allow any liens or encumbrances to beeglagainst, or grant any security interest (exttept.S. Bank National Association, a
National banking association) in, the Licensed Brtyp and/or it will not intentionally cause or@il any liens or encumbrances to be ple
against, or grant any security interest (except.®. Bank National Association, a National bankaggociation) in Licensee's inventory,
contract rights and/or accounts receivables, armitmreeds thereof, with respect to the Licensedirits without Licensor's prior written
consent;

(e) It will use reasonable commercial efforts totpct its right to manufacture, promote and distiéthe Licensed Products and/or Licensed
Premiums hereunder;

(f) It will at all times comply with all governmeigws and regulations, including but not limitedproduct safety, food, health, drug,
cosmetic, sanitary or other similar laws relatimgertaining to the conduct of the Licensed Proorotis well as the manufacture, distribut
advertising or use of the Licensed Products arld@@mmsed Premiums, and shall maintain its apprtgdastomary high quality standards
during the Term hereof. It shall comply with angutatory agencies which shall have jurisdictionraye Licensed Promotion or Licensed
Products and/or Licensed Premiums and shall praanulenaintain in force any and all permissiongiifigations and/or other authorizations
from governmental and/or other official authoritteat may be required in response thereto. Eactnisied Product and/or Licensed Premium
and component thereof distributed hereunder sbafipty with all applicable laws and regulations. drisee shall follow reasonable and
proper procedures for testing that all LicensediBets and/or Licensed Premiums comply with sucls)aegulations and standards. Licensee
shall permit Licensor or its designees to inspesting records and procedures with respect to itenked Products and/or Licensed
Premiums for compliance. Licensed Products andit®rised Premiums that do not comply with all agtile laws, regulations and standards
shall automatically be deemed unapproved and imaelglitaken off the market;
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(9) It shall, upon Licensor's request, provide itredormation to Licensor including, but not lireill to, fiscal year-end financial statements
(profit-and-loss statement and balance sheet) pathting statements;

(h) It will provide Licensor with the date(s) ofdt use of the Licensed Products and/or LicensetchRms in interstate and intrastate
commerce, where appropriate;

(i) It will, pursuant to Licensor's instructiongjlg take any and all necessary steps to securaitar®f all necessary documentation for the
recordation of itself as user of the Licensed Prigpie any jurisdiction where this is required oheve Licensor reasonably requests that such
recordation shall be effected. Licensee furtheeagthat it will at its own expense cooperate Wwitensor in cancellation of any such
recordation at the expiration of this Agreementipon termination of Licensee's right to use theshg&ed Property. Licensee hereby appoints
Licensor its Attorney-in-Fact for such purpose;

() 1t will not deliver or sell Licensed Productadior Licensed Premiums outside the Territory aniimgly deliver or sell Licensed Products
and/or Licensed Premiums to a third party for defvoutside the Territory;

(k) 1t will not use any labor that violates any &¢abor laws, including all wage and hour lawsydaagainst discrimination and that it will not
use prison, slave or child labor in connection wfith manufacture of the Licensed Products anderised Premiums;

(1) It shall not send, share with or otherwise lise any Artwork to any third party, including litcsees of Licensor, but with the exception of
approved third party manufacturers hereunder, witlie prior written consent of Licensor;

(m) It shall at all times comply with all commernityareasonable manufacturing, sales, distributietail and marketing policies and strategies
promulgated in writing by Licensor from time-to-&nand provided the same shall not materially meeethe costs of manufacturing, sales,
distribution, retail and marketing the Licenseddrrcts; and

(n) If requested by Licensor to do so, it will usasonable efforts to utilize specific design eleta®f the Licensed Property provided to
Licensee by Licensor on any promotional or adviagisnaterials and/or hangtags, labels or other risdgéewith respect to the Licensed
Products and/or Licensed Premiums.

14. TERMINATION BY LICENSOR:

(a) Licensor shall have the right to terminate thigeement without prejudice to any rights whicimiy have, whether pursuant to the
provisions of this Agreement, or otherwise in lawjn equity, or otherwise, upon the occurrencarmfone or more of the following events
(herein called "defaults"):

(i) Licensee materially defaults in the performan€any of its obligations provided for in this Aggment; or
(i) Licensee shall have failed to deliver to Lisen or to maintain in full force and effect theurance referred to in Paragraph 7(c) hereof; or
(iii) Licensee shall fail to make any payments tieeeunder on the date due; or

(iv) Licensee shall fail to deliver any of the staients required herein or to give access to thaipes and/or license records pursuant to the
provisions hereof to Licensor's authorized repregams for the purposes permitted hereunder; or

(v) Licensee shall fail to comply in all materiakpects with any laws, or regulations as provide@aragraph 13(f) or any governmental
agency or other body, office or official vestedwéppropriate authority finds that the LicenseddBots and/or Licensed Premiums are
harmful or defective in any way,
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manner or form, or are being manufactured, soldisiributed in contravention of applicable lawgukations or standards, or in a manner
likely to cause harm; or

(vi) Licensee shall be unable to pay its debts wihem or shall make any assignment for the beagéiteditors, or shall file any petition unc
the bankruptcy or insolvency laws of any jurisdiati county or place, or shall have or suffer aikegeor trustee to be appointed for its
business or property, or be adjudicated a bankmuph insolvent; or

(vii) Licensee does not commence in good faithxecete the Licensed Promotion (i.e. manufactursridute and sell the Licensed Products
and/or Licensed Premiums) on or before the Margefiate or thereafter fails to diligently and contusly execute the Licensed Promotion;
or

(vii) Licensee shall execute the Licensed Prommotiad/or manufacture, sell or distribute (whichéeinst occurs) any of the Licensed
Products and/or Licensed Premiums without the pridtiten approval of Licensor as provided in Pasgdr 9 hereof; or

(ix) Licensee undergoes a change of control asdeéfin Attachment A, attached hereto and incorpdraerein by reference, provided that
Licensor must give written notice of terminatiohai all, within thirty (30) days after written rioé of the change in control is given to
Licensor by Licensee; or

(x) Licensee uses Artwork which has not been apguidwy Licensor in compliance with the provisiongPafagraph 8(h), (i) or (j) hereof; or

(xi) A manufacturer approved pursuant to Paragtb) hereof shall sell Licensed Products and/oehsed Premiums to parties other than
Licensee or engage in conduct, which conduct ibged in by Licensee would entitle Licensor to tewe this Agreement; or

(xii) Licensee delivers or sells Licensed Productd/or Licensed Premiums outside the Territoryraoviingly sells Licensed Products and/or
Licensed Premiums(s) to a third party who Liceriseaws intends to, or who Licensee reasonably shewdgect intends to, sell or deliver
such Licensed Products and/or Licensed Premiunssdeuthe Territory; or

(xiii) Licensee uses any labor that violates argaldabor laws and/or it uses prison, slave ordclaibor in connection with the manufacture of
the Licensed Products and/or Licensed Premiums; or

(xiv) Licensee has made a material misrepresemtatidias omitted to state a material fact necedsamake the statements not misleading as
they pertain to this Agreement; or

(xv) Licensee shall materially breach any otheeagrent in effect between Licensee on the one hashdlisensor on the other.

(b) In the event any of these defaults occur, Lscershall give notice of termination in writinglte&censee in the manner prescribed in
Paragraph 16 below. Licensee shall have ten (1€ihbss days from the date of giving notice in whikorrect any of these defaults (except
subdivisions (vii), (viii), (x) and (xii) above wti are not curable), and failing such, this Agreeinsdall thereupon immediately terminate,
and any and all payments then or later due frorerisee hereunder (including Guaranteed Consideyadiatl then be immediately due and
payable in full and no portion of those prior payrnseshall be repayable to Licensee.

(c) Licensee shall have the right to terminate Agseement without prejudice to any other rightschtit may have, whether pursuant to the
provisions of this Agreement, or otherwise at lavinoequity, if Licensor defaults in the performanaf any of its obligations provided for in
this Agreement or in the event of a material brdachicensor of its warranties or representaticetsarth in this Agreement. In the event any
such default occurs, Licensee shall give
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notice of termination in writing to Licensor by Géed mail. Licensor shall have thirty (30) daysrh the date of giving notice in which to
correct any default or, if the correction wouldseaably take more than thirty (30) days, such &mftht time as is needed so long as Licensor
diligently pursues such correction, and failinglsaorrection, this Agreement shall thereupon imrmatsdly terminate, and any and all
Guaranteed Consideration later due from Licensesulneer shall no longer be due; provided, howethat,no portion of prior payments
hereunder shall be repayable to Licensee.

15. FINAL STATEMENT UPON EXPIRATION OR TERMINATIONLIicensee shall deliver, as soon as practicablenaulater than forty-
five (45) days following expiration or terminatiof this Agreement, a statement indicating the numalpel description of Licensed Products
and/or Licensed Premiums on hand together withsargsion of all advertising and promotional madtgirelating thereto. Following
expiration or termination of this Agreement, Liceashall immediately cease any and all manufagjwirnthe Licensed Products and/or
Licensed Premium. However, if Licensee has compliith all the terms of this Agreement, includingt Imot limited to, complete and timely
payment of the Guaranteed Consideration and RoRalyynents, then Licensee may continue to distriisit®maining inventory, on a non-
exclusive basis only, for a period not to exceexttyi (90) days following such expiration (the "S@ff Period"), subject to payment of
applicable royalties thereto. In no event, hower@ay Licensee distribute during the Sell-Off Perdmdamount of Licensed Products and/or
Licensed Premiums that exceeds the average amblitemsed Products and/or Licensed Premiums digied during any consecutive
ninety (90) day period during the Term. In the ewbis Agreement is terminated by Licensor for aagson under this Agreement, Licensee
shall be deemed to have forfeited its Sell-Off &erif Licensee has any remaining inventory ofltfensed Products and/or Licensed
Premiums following the Sell-Off Period,

Licensee shall, at Licensor's option, make avaslabich inventory to Licensor for purchase at oowedost, deliver up to Licensor for
destruction said remaining inventory or furnish.toensor an affidavit attesting to the destructidrsaid remaining inventory. Licensee shall,
at Licensor's option, deliver to Licensor at norgeaall Artwork (except tooling and tooling aids)ated to the Licensed Products, deliver up
to Licensor for destruction Artwork or furnish tacensor an affidavit attesting to the destructibsaid Artwork. Licensee shall furnish to
Licensor an affidavit attesting to the destructitwmemoval of the Licensed Property from all toglind tooling aids. Licensor shall have the
right to conduct a physical inventory in order se@rtain or verify such inventory and/or statembnthe event that Licensee refuses to pe
Licensor to conduct such physical inventory, Lieshall forfeit its right to the Sell-Off Periodreunder or any other rights to dispose of
such inventory. In addition to the forfeiture, Lis®r shall have recourse to all other legal rensealmilable to it.

16. NOTICES: Except as otherwise specifically pded herein, all notices which either party herewraquired or may desire to give to the
other shall be given by addressing the same totties at the address set forth above, or at suwr atldress as may be designated in writing
by any such party in a notice to the other givethenmanner prescribed in this paragraph. All sumdices shall be sufficiently given when the
same shall be deposited so addressed, postagadpiieghe United States mail and/or when the sahadl have been delivered, so addressed,
by facsimile or by overnight delivery service ahd tlate of transmission by facsimile, receipt afroight delivery service or two business
days after mailing shall for the purposes of thiggement be deemed the date of the giving of satiben

17. NO PARTNERSHIP, ETC.: This Agreement does muistitute and shall not be construed as constituifa partnership or joint venture
between Licensor and Licensee. Neither party $teale any right to obligate or bind the other partgny manner whatsoever, and nothing
herein contained shall give, or is intended to garey rights of any kind to any third persons.

18. NO SUBLICENSING/NON-ASSIGNABILITY: This Agreenmé¢ shall bind and inure to the benefit of Licenstr successors and assigns.
This Agreement is personal to Licensee. Licensa# sht sublicense, franchise or delegate to thadies its rights hereunder (except as set
forth in Paragraph 10(b) hereof) without the prigitten consent of Licensor. Neither this Agreememit any of the rights of Licensee
hereunder shall be sold, transferred or assigndddansee and no rights hereunder shall devolveggyation of law or otherwise upon any
receiver, liquidator, trustee or other party. Nahstanding the foregoing, Licensor shall not seek
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injunctive relief to prevent Licensee from consuntingaa "change of control" as defined in Attachm&nand any termination of this
Agreement as a result of a "change of control"ldf&ln accordance with Paragraph 14(a)(ix) above.

19. BANKRUPTCY RELATED PROVISIONS:

(a) The parties hereby agree and intend that thieément is an executory contract governed by &e865 of the U.S. Bankruptcy Code
("Bankruptcy Code").

(b) In the event of Licensee's bankruptcy, theigsiihtend that any royalties payable under thiss@ment during the bankruptcy period be
deemed administrative claims under the Bankruptmgebecause the parties recognize and agree éhbattkruptcy estate's enjoyment of
Agreement will (i) provide a material benefit teethankruptcy estate during its reorganization @éhdény Licensor the benefit of the
exploitation of the rights through alternate mednsng the bankruptcy reorganization.

(c) The parties acknowledge and agree that any delfdne decision of trustee of the bankruptcy testa assume or reject the Agreement (the
"Decision Period") materially harms Licensor byeiriering with Licensor's ability to alternativelyoit the rights granted under this
Agreement during a Decision Period of uncertairatian. The parties recognize that arranging aptpalternative exploitation would be a
time consuming and expensive process and thatitrisasonable for Licensor to endure a DecisioioB@&f extended uncertainty. Therefore,
the parties agree that the Decision Period shakkxroeed sixty (60) days.

(d) Licensor, in its interest to safeguard its adlie interests (including, without limitation, itgellectual property rights in the Licensed
Property), has relied on the particular skill amdWledge base of Licensee. Therefore, the partiescaviedge and agree that in a bankruptcy
context this Agreement is a license of the typesidesd by Section 365(c)(1) of the Bankruptcy Cadd may not be assigned without the
prior written consent of the Licensor.

20. CONSTRUCTION AND DISPUTE RESOLUTION: This Agraent shall be construed in accordance with the tavilse State of
California of the United States of America withoegard to its conflicts of laws provisions. Any aadticontroversies, claims or disputes
arising out of or related to this Agreement orititerpretation, performance or breach thereof uidiclg, but not limited to, alleged violations
of state or federal statutory or common law rightsluties, and the determination of the scope pligability of this agreement to arbitrate
("Dispute"), except as set forth in subparagraphsd (c), below, shall be resolved accordindnoprocedures set forth in subparagraph (a),
below, which shall constitute the sole dispute Itggmn mechanism hereunder:

(a2) ARBITRATION: In the event that the parties are@ble to resolve any Dispute informally, then sDitpute shall be submitted to final
and binding arbitration. The arbitration shall biiated and conducted according to either the J/A#®amlined (for claims under $250,000)
or the JAMS Comprehensive (for claims over $250)@Qbitration Rules and Procedures, except as restltierein, including the Optional
Appeal Procedure, at the Los Angeles office of JAKISts successor ("JAMS") in effect at the tirhe tequest for arbitration is made (the
"Arbitration Rules"). The arbitration shall be cartied in Los Angeles County before a single newatraitrator appointed in accordance with
the Arbitration Rules. The arbitrator shall foll@alifornia law and the Federal Rules of Evidencadjudicating the Dispute. The parties
waive the right to seek punitive damages and therator shall have no authority to award such dgesaThe arbitrator will provide a
detailed written statement of decision, which Ww#l part of the arbitration award and admissiblanip judicial proceeding to confirm, correct
or vacate the award. Unless the parties agreevageerthe neutral arbitrator and the members ofegrpeal panel shall be former or retired
judges or justices of any California state or fatleourt with experience in matters involving thdegtainment industry. If either party refus
to perform any or all of its obligations under fireal arbitration award (following appeal, if apgdible) within thirty (30) days of such award
being rendered, then the other party may enforeditlal award in any court of competent jurisdintia Los Angeles County. The party
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seeking enforcement shall be entitled to an awhedl @osts, fees and expenses, including attorriegs, incurred in enforcing the award, to
be paid by the party against whom enforcementdsred.

(b) INJUNCTIVE RELIEF: Notwithstanding the foregaineither party shall be entitled to seek injuretiglief (unless otherwise precluded
by any other provision of this Agreement) in thatstand federal courts of Los Angeles County.

(c) OTHER MATTERS: Any Dispute or portion thereof,any claim for a particular form of relief (haherwise precluded by any other
provision of this Agreement), that may not be adbéd pursuant to applicable state or federal lay be heard only in a court of competent
jurisdiction in Los Angeles Count

21. WAIVER, MODIFICATION ETC.: No waiver, modificain or cancellation of any term or condition ofstligreement shall be effective
unless executed in writing by the party chargedetwéh. No written waiver shall excuse the perfonoea of any acts other than those
specifically referred to therein. The fact that theensor has not previously insisted upon Liceresq@essly complying with any provision of
this Agreement shall not be deemed to be a waifvkicensor's future right to require compliance@spect thereof and Licensee specifically
acknowledges and agrees that the prior forbearanespect of any act, term or condition shall pratvent Licensor from subsequently
requiring full and complete compliance thereaflieany term or provision of this Agreement is héddbe invalid or unenforceable by any
court of competent jurisdiction or any other auttyovested with jurisdiction, such holding shalltradfect the validity or enforceability of any
other term or provision hereto and this Agreeméatlde interpreted and construed as if such tarpravision, to the extent the same shall
have been held to be invalid, illegal or unenfobdeahad never been contained herein. Headingarabpaphs herein are for convenience
and are without substantive significance.

22. CONFIDENTIALITY: The Artwork and the materiaded information supplied to one party by the otieneunder constitute, relate to,
contain and form a part of confidential and profaig information of the disclosing party, includjrgut not limited to, Style Guides, design
elements, character profiles, unpublished copyeigimaterial, release dates, marketing and promadtgirategies, information about new
products, properties and characters, the termsamditions of this Agreement, and other informatrdmich is proprietary in nature or is a
trade secret (collectively, the "Proprietary Infation"). The parties acknowledge and agree thaPtberietary Information is highly
confidential and that disclosure of the Proprietaf@rmation will result in serious harm to the asvrihereof. Among other damage,
unauthorized disclosure of the Proprietary Infoioratvill (i) damage carefully planned marketingaségies, (ii) reduce interest in the
Licensed Property, (iii) make unique or novel elatsef the Licensed Property susceptible to inotatir copying by competitors, infringers
or third parties prior to Licensor's release ofitifermation or materials, (iv) damage proprietprgtection in undisclosed or unpublished
information or materials, and (v) provide unauthed third parties with materials capable of beisgduto create counterfeit and unauthorized
merchandise, audio-visual products or other pragut of which will seriously damage the partigghts and business. Except as expressly
approved in writing by the owner of the Propriethrformation, the other party shall not reproduceige the Proprietary Information of the
other party and shall not discuss, distribute,alisgate or otherwise disclose the Proprietary mftion or the substance or contents thereof,
in whole or in part, in its original form or in amgher form, with or to any other person or entitger than employees of the parties and, in the
case of Licensee, third parties who have executedrdributor's Agreement (as provided in Paragi@()) or third party manufacturer's
agreement (as provided in paragraph 10(b)) and &pperoved by Licensor as provided hereunder, aod smployees and third parties shall
be given access to the Proprietary Information ama "need-to-know" basis. The foregoing resitdishall not apply to any information
which, (i) at the time of disclosure, is in the palomain or which, after disclosure, becomes péthe public domain by publication or
otherwise through no action or fault of the reasjvparty;

(i) information which the receiving party can shaas in its possession at the time of disclosuteveass not acquired, directly or indirectly,
from the other party; (iii) information which wasaeived from a third party having the legal rightransmit the same; (iv) information which
is independently developed, conceived, or creaidtbwt use of or reference to any Proprietary Infation of the other party; or (v)
information which is disclosed pursuant to validicmrder, other legal process, or disclosure laws.
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23. ENTIRE AGREEMENT: This Agreement constitutes #@ntire Agreement between the parties concerhimgubject matter hereof and
cancels and supersedes any prior understandingsgredments between the parties hereto with retperetto. There are no representations,
warranties, terms, conditions, undertakings oratethl agreements, expressed, implied or statubetyyeen the parties other than as expr
set forth in this Agreement.

24. ACCEPTANCE BY LICENSOR: This instrument, whegreed by Licensee shall be deemed an applicatiplciense and not a binding
agreement unless and until accepted by Warner Brassumer Products by signature of a duly authdraficer and the delivery of such a
signed copy to Licensee. The receipt and/or depgysiarner Bros. Consumer Products of any chedklar consideration given by Licen:
and/or delivery of any material by Warner Bros. amer Products to Licensee shall not be deemedaaptance by Warner Bros. Consu
Products of this application. The foregoing shpplg to any documents relating to renewals or mcdglifons hereof.

This Agreement shall be of no force or effect uslasd until it is signed by all of the partiesdidtbelow:

AGREED and ACCEPTED: AGREED an d ACCEPTED:

WARNER BROS. CONSUMER PRODUCTS POORE BRO THERS, INC.
a division of Time Warner
Entertainment Company, L.P.

By: /s/ GARY R. SIMON By: /sl E RIC J. KUFEL

Gary R. Simon, Senior Vice President
Business & Legal Affairs

Date: 11/20/02 Date: 11/ 18/02
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EXHIBIT 1
#13770-WBLT

CHANNELS OF DISTRIBUTION
DEFINITIONS

LICENSEE MAY SELL THE LICENSED PRODUCTS ONLY THROUWEGTHE CHANNELS OF DISTRIBUTION AS SPECIFIED
ABOVE IN PARAGRAPH L(a) OF THIS LICENSE AGREEMENTMD AS SUCH CHANNELS ARE DEFINED IN THIS EXHIBIT 1.
ALL OTHER CHANNELS OF DISTRIBUTION DEFINED IN THIEXHIBIT 1, WHICH ARE NOT SPECIFIED IN PARAGRAPH Lja
ABOVE, ARE SPECIFICALLY EXCLUDED FROM THIS LICENSRGREEMENT.

1. "AIRPORT GIFT AND OTHER AIRPORT STORES" shall aregift and other stores located within airporislading Duty-Free Store
Operators (as defined below). Examples of Airpaft @&d Other Stores include, without limitatiomMARADIES and W.H. SMITH.

2. "AMUSEMENT GAME REDEMPTION" shall mean distribah of products as prizes awarded in amusement game

3. "AMUSEMENT PARK GIFT STORES" shall mean gift sts located within amusement parks, such as SgsFRaramount Parks,
Universal Theme Parks, Dollywood, Walt Disney Waalttl the Disneyland Resort.

4. "ART & CRAFT STORES" shall mean stores that ofte sale primarily art and craft supplies. Exaagpbf Art & Craft Stores include,
without limitation, FAST FRAME, MICHAELS and MICHAES MJ DESIGNS.

5. "ATHLETIC APPAREL & FOOTWEAR STORES" shall meastres that offer for sale primarily athletic apgand footwear. Examples
of Athletic Apparel & Footwear Stores include, vatht limitation, FOOTLOCKER, ATHLETE'S FOOT AND CHAR'S.

6. "AUTOMOTIVE/CARWASH STORES" shall mean (a) stetthat offer for sale primarily automotive supplies(b) stores located at
carwash or gasoline station premises.

7. "BABY SPECIALTY STORES" shall mean stores thHieofor sale primarily infant apparel, furniturascessories and other products
designed specifically for babies. Examples of B8bgcialty Stores include, without limitation, BABBER US.

8. "BEAUTY SUPPLY STORES" shall mean stores thé¢iofor sale primarily cosmetics, haircare produbtsauty accessories and personal
grooming related items.

9. "BUSINESS TO BUSINESS" shall mean when a licersalls product to another business and the iteidsase used for CORPORATE
GIFTS, PRIZES, ETC.

10. "CAMERA/PHOTO SPECIALTY STORES" shall mean s®that offer for sale primarily camera equipmenrt supplies.

11. "CANDY/CONFECTIONERY SPECIALTY STORES" shall e stores that offer for sale primarily candy aodfectionery products.
Examples of Candy/Confectionery Specialty Storekithe, without limitation, FAO SCHWEETZ AND THE SVEH FACTORY.

12. "CATALOG SHOWROOMS" shall mean stores that piedroad assortment of products for sale primahitpugh a catalog along with
display of samples of products in a showroom. EXampf Catalog Showrooms include, without limitati®ERVICE MERCHANDISE.

13. "CHAIN BOOK STORES" shall mean chain storesfaining twenty (20) or more individual stores)ttbéer for sale primarily books.
Examples of Chain Book Stores include, without fation, B. DALTON, SUPERCROWN, WALDEN BOOKS and BREANO'S.
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14. "CHAIN COMIC BOOK STORES" shall mean chain st®(containing twenty (20) or more individual sg)rthat offer for sale primarily
comic books.

15. "CHAIN DRUG STORES" shall mean chain storesitaming twenty (20) or more individual stores)ttbéfer for sale primarily
prescription and over-the-counter drugs, persoma products and household products. Examples aihdrug Stores include, without
limitation, WALGREENS, RITE-AID, THRIFTY/PAYLESS, /.S./REVCO, THRIFT DRUG, PHAR MOR, LONGS DRUGS A&
COUTU, LONDON DRUGS and SHOPPER'S DRUG MART.

16. "CHAIN JEWELRY STORES" shall mean chain stqjamtaining twenty (20) or more individual storésat offer for sale primarily
jewelry. The "Chain Jewelry Stores" channel shadicifically exclude Guild Jewelers (as defined bgldExamples of Chain Jewelry Stol
include, without limitation, STERLING, BARRY'S, LNPAN'S and HELLSBURG.

17. "CHAIN TOY STORES" shall mean chain stores (aoring twenty (20) or more individual stores) to#fer for sale primarily toys. In
order to be considered a "Toy Store" hereundertatad number of toy-type SKU's (stock-keeping shihust represent eighty percent (80%)
or more of such store's total SKU's. The "Chain Btyres" channel shall specifically exclude Toy &aléy/Better Toy Chain Stores (as
defined below). Examples of Chain Toy Stores ineludithout limitation, TOYS R US.

18. "COFFEE SPECIALTY STORES" shall mean stores dfffer for sale primarily specialty coffee andateld products, such as coffee
mugs. Examples of Coffee Specialty Stores inclwdiout limitation, STARBUCKS, BUZZ COFFEE, GLORI2EANS and THE COFFEE
BEANERY.

19. "COLLEGE/UNIVERSITY STORES" shall mean storesdted on the campuses of colleges or universities.

20. "COMMERCIAL FACILITIES" shall mean offering pducts for sale to architectural firms or interi@s@yners working with commercial
facilities, such as hotels and daycare facilities.

21. "COMPUTER SPECIALTY STORES" shall mean stotex bffer for sale primarily computer equipment angplies. Examples of
Computer Specialty Stores include, without limaati COMP USA.

22. "CONVENIENCE STORES" shall mean stores thagmofibr sale primarily packaged and "quick servifmedd products, are generally of
24 hours a day, and are designed to offer greateranience than larger Supermarket/Grocery St&aamples of Convenience Stores
include, without limitation, 7-11, AM/PM, DAIRY MAR and CIRCLE K.

23. "DENTAL/MEDICAL PROFESSION" shall mean instiioms or offices that provide dental or medical =%, such as hospitals,
laboratories or doctors' offices.

24. "DIRECT MAIL CATALOGS" shall mean catalogs thaffer products for sale and are mailed directlgdasumers' homes. The "Direct
Mail Catalogs" channel shall specifically exclu@gatogs for fundraising purposes which shall béuithed in the "Fundraising” channel
defined below. Examples of Direct Mail Catalogdime, without limitation, SPIEGEL, HEARTH & HOME, DMESTICATIONS,
TAPESTRY, COMPANY STORE, HAMMACHER SCHLEMMER, FINGEHUT, AMWAY, LILLIAN VERNON, REGAL, AVON and
SEARS CATALOG. (continued...)

If Licensor grants to Licensee the right to digitdLicensed Products through any Direct Mail Gagal (a) each such catalog shall be
specified in the Channels of Distribution set fdarttParagraph I(a) of the License Agreement ormttse expressly approved in writing by
Licensor on a case-by-case basis, and (b) eachcati@log depicting or referring to the Licensedd®ieis or the Licensed Property must be
submitted to Licensor for prior written approvalaacordance with Licensor's Brand Assurance paliaied procedures.

25. "DIRECT RESPONSE" shall mean print advertiseimieee standing inserts ("FSI's") and other praor@l material (except catalogs) t
are mailed directly to consumers' homes for th@@se of soliciting product sales directly from comers. The "Direct Response” channel
shall specifically exclude direct mail catalogs eihshall be included in the "Direct Mail Catalodiannel defined above.
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If Licensor grants to Licensee the right to digitdLicensed Products through Direct Response, péichadvertisement, FSI and other
promotional material depicting or referring to thieensed Products or the Licensed Property musubenitted to Licensor for prior written
approval in accordance with Licensor's Brand Asscegolicies and procedures.

26. "DOOR-TO-DOOR SOLICITATION" shall mean offerimgoducts for sale through personal visits by sgesons to consumers' homes.

27. "DUTY-FREE OPERATORS" shall mean (a) storesallguocated in transit locations (i.e. airportssflight, train, ferry stations, cruise
lines and ports) which offer products for salerttieinational travelers free of taxes and duties(ahdales offered to diplomat shops, diplol
suppliers and individual diplomats free of taxed/anduties. If Licensor grants to Licensee thétrig distribute products through Duty-Free
Operators, such channels of distribution (likeotiler channels of distribution granted) shall batkd to those stores located within the
Territory.

28. "EDUCATIONAL INSTITUTIONS" shall mean offeringroducts (generally books) for sale to public avae schools or other
educational institutions. Examples of Educatiomatitutions include, without limitation, the Los geles Unified School District.

29. "EDUCATIONAL SPECIALTY STORES" shall mean stsrhat offer for sale primarily educational produdxamples of Educational
Specialty Stores include, without limitation, IMARBARIUM and NATURE COMPANY.

30. "ELECTRONICS STORES" shall mean stores thardfr sale primarily electronic products. Exampé&lectronics Stores include,
without limitation, CIRCUIT CITY, FRY'S and BEST BU

31. "FAMILY RESTAURANTS" shall mean a food serviestablishment or group of food service establishm#rat offer a sit down meal
menu conducive to all members of the family andegelty offers table service to customers. Exampfdsamily Restaurants include, without
limitation, DENNY'S and FRIENDLY'S.

32. "FASHION ACCESSORY STORES" shall mean stores dfifer for sale primarily costume jewelry, haicassories and other fashion
accessories. Examples of Fashion Accessory Stockale, without limitation, CLAIRE'S BOUTIQUE, AFTRETHOUGHTS, IT'S ABOUT
TIME, PIERCING PAGODA, ARDENE and BENTLEY'S.

33. "FASHION SPECIALTY BOUTIQUES" shall mean stottésit offer for sale primarily fashion apparel puot Examples of Fashion
Specialty Boutiques include, without limitation, ER SEGAL, URBAN OUTFITTERS, AMERICAN RAG, and DRS]

34. "FLORISTS" shall mean stores or companiesdffat for sale primarily flowers. Examples of Flsts include, without limitation,
CONROY'S, FTD and 1-800-FLOWERS.

35. "FOOD SERVICE" shall mean locations that previdod service to consumers in cafeterias, hosfaital services, school lunch
programs, and similar institutional food servicedtions.

36. "FUNDRAISING" shall mean offering products f&ale through catalogs, direct mail brochures, grirpgrams and in-school sales, which
are used by schools and charitable, religious leeratrganizations to raise funds. Examples of Faisgirg companies include, without
limitation, GIFTCO, SPRINGWATER and DARLINGTON FARM

37. "FURNITURE STORES" shall mean stores that difersale primarily furniture. Examples of Furnigustores include, without limitation,
WICKES, HOMEMAKERS, KIDDLES and LEVITZ.

38. "GARDEN SPECIALTY STORES" shall mean storeg tiféer for sale primarily garden supplies and pdaExamples of Garden
Specialty Stores include, without limitation, ARMBDNG'S; CALLAWAY'S and WOLF Nurseries.

39. "GIFT RETAILERS" shall mean stores that (aoffroducts for sale that are in somewhat relatedyct categories and are known as
"gifts" in the trade, which products generally alassified in the trade as "better" quality andlagher priced (as compared to National and
Regional Discount/Mass Retailers' products), (bhdbusually discount merchandise or sell it aafyereduced prices, (c) usually focus m
on aesthetics in merchandise displays than on,@ite (d) generally require individual store sengcby suppliers in merchandise set-up,
display, SKU
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maintenance and reordering. Suppliers to Gift Ratatypically advertise in trade publications, sas "GIFT & STATIONERY
BUSINESS", "GIFTWARE NEWS" and "GIFTS & DECORATIVECCESSORIES". Suppliers to Gift Retailers usualigiide companies
such as Enesco, Midwest of Cannon Falls, New Gre&tnterprises, Dale Tiffany, Pacific Rim, Ande Reg, Waterford, GiftCraft, Carson
Industries, Possible Dreams, Lenox, Department&fion, Swarovski and Flambro. The "Gift Retailecsiannel shall specifically exclude
Novelty Gift Stores (as defined below), D-Free Store Operators (as defined above), and Aifift and Other Airport Stores (as defined
above).

40. "GOURMET FOOD SPECIALTY STORES" shall mean stothat offer for sale primarily gourmet and spiegimod products. Example
of Gourmet Food Specialty Stores include, with@mithtion, BRISTOL FARMS, WHOLE FOODS and GELSONS.

41. "GREETING CARD STORES" shall mean stores tlffgrdor sale primarily greeting cards. ExamplesSséeting Card Stores include,
without limitation, HALLMARK.

42. "GUILD JEWELERS" shall mean stores that offar$ale primarily fine jewelry which is generalliassified in the trade as "best" or
"highest" quality. Examples of Guild Jewelers irm#ywithout limitation, MAYERS, ROGERS and BAILEYABIKS & BIDDLE.

43. "HOBBY & MODEL STORES" shall mean stores th#eofor sale primarily hobby and model supplies.

44. "HOME IMPROVEMENT STORES" shall mean storeg thféer for sale primarily hardware and home impgment supplies. Examples
of Home Improvement Stores include, without limidgat HOME DEPOT, OSH, HOME BASE, Lowes and HOME HBWARE.

45. "HOME SPECIALTY STORES" shall mean stores thféér for sale primarily bedding, towels and othathroom products, kitchen
merchandise and housewares. Examples of Home Spe&iares include, without limitation, STROUDS NENS "N' THINGS, 3D BED &
BATH, BED/BATH/BEYOND and LUXURY LINENS.

46. "ICE CREAM SHOPS" shall mean stores that difersale primarily ice cream, ice cream cakes amilar frozen dessert products.
Examples of Ice Cream Shops include, without litiota BASKIN-ROBBINS, DAIRY QUEEN and BEN AND JERRS SHOPS.

47. "IN-STORE BAKERIES" shall mean the in-store bgkdepartments within Supermarket/Grocery Sta¥asional and Regional
Discount/Mass Retailers and Warehouse Clubs. Sephartiments offer for sale primarily freshly bakeddas, cakes, cookies and similar
bakery items.

48. "INTERNET" shall mean offering products fores#through the electronic network known as the heer

49. "MALL CLOTHING SPECIALTY STORES" shall mean s&s that offer for sale primarily clothing and éveated within a mall.
Examples of Mall Clothing Specialty Stores includéhout limitation, MILLERS OUTPOST, WET SEAL, ACOIN DES PETITES, LA
SENZA, SUZIE SHIER and REITMANS.

50. "MID-TIER DEPARTMENT STORES" shall mean stores thatmofi@ducts for sale in a broad assortment of utedlaroduct categorie
which products are generally classified in thedrad "better" (but not "best") quality productsaBEwles of Mid-Tier Department Stores
include, without limitation, JC PENNEY, SEARS, MERW'S, STEINMART, KOHLS, FRED MEYER, THE BAY, CLEMON and
SIMON'S.

51. "MILITARY EXCHANGE SERVICES" shall mean militprtheadquarters as well as individual bases of arianel/or airforces of each
country within the Territory. Examples of MilitaBxchange Services include, without limitation, UARMY AND AIRFORCE

EXCHANGE SERVICE ("AAFES") and THE CANADIAN FORCEBXCHANGE SERVICE ("CANEX"). If Licensor grants todensee th
right to distribute products through Military Exalge Services, such channel of distribution shallrb#ed to the Military Exchange Services
of the countries within the Territory, but shaltinde all of such Military Exchange Services' stdazated anywhere in the world.

52. "MUSIC/VIDEO STORES" shall mean stores thaeofbr sale primarily musical recordings, on contghscs, cassettes or other media,
and/or
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movie recordings on videos, laser disks or othedimor home use by consumers. Examples of Musilg¥iStores include, without
limitation, BLOCKBUSTER, MUSICLAND, TOWER RECORDY,|RGIN RECORDS, WHEREHOUSE RECORDS, SAM GOODY'S and
SUNCOAST.

53. "NATIONAL DISCOUNT/MASS RETAILERS" shall meariges that (a) have nation-wide distribution, (ffeoproducts for sale in a
broad assortment of unrelated product categoribighaproducts generally are not classified in thelé as "better/best" quality products, (c)
are usually "self-service" with more of an emphasiprice than aesthetics, and (d) generally doewiire individual store servicing by
suppliers. Suppliers to National Discount/Mass Reatypically advertise in trade publications¢klas "DISCOUNT STORE NEWS" and
"DISCOUNT MERCHANDISER", and usually attend the IMRInternational Mass Retailer Association) tratiews. The "National
Discount/Mass Retailers" channel shall specificaltglude the in-store bakery departments of sumtest which shall be included in the "In-
Store Bakeries" channel defined above. Exampléatibnal Discount/Mass Retailers include, withantifation, WALMART, K-MART,
TARGET, ZELLERS, BIWAY and CANADIAN TIRE.

54. "NON-CHAIN BOOK STORES" shall mean stores angys of stores (containing fewer than twenty (2@)vidual stores) that offer for
sale primarily books.

55. "NON-CHAIN COMIC BOOK STORES" shall mean stomesgroups of stores (containing fewer than twdgg) individual stores) that
offer for sale primarily comic books.

56. "NON-CHAIN DRUG STORES" shall mean stores ayugs of stores (containing fewer than twenty (2@)vidual stores) that offer for
sale primarily prescription and over-the-countergd; personal care products and household products.

57. "NON-CHAIN JEWELRY STORES" shall mean storegjovups of stores (containing fewer than twenty) {Adividual stores) that offer
for sale primarily jewelry. The "Non-Chain JeweByores" channel shall specifically exclude Guilddkers (as defined above).

58. "NON-CHAIN TOY STORES" shall mean stores orups of stores (containing fewer than twenty (2@)vidual stores) that offer for

sale primarily toys. In order to be considered ay'Btore" hereunder, the total number of toy-tyg&JS must represent eighty percent (80%)
or more of such store's total SKU's. Examples afi{@hain Toy Stores include, without limitation, TBOT'S TOYLAND and TONS OF
TOYS, INC.

59. "NON-MALL CLOTHING SPECIALTY STORES" shall meastores that offer for sale primarily clothing aar@ not located within a
mall. Examples of Non-Mall Clothing Specialty Steiaclude, without limitation, KIDS MART, KIDS R USCLOTHESTIME and
FASHION BUG.

60. "NOVELTY GIFT STORES" shall mean stores thdeofor sale primarily novelty gift items. The "NeNy Gift Stores" channel shall
specifically exclude Airport Gift and Other Airpdstores and Duty-Free Operators (as such terndedireed above). Examples of Novelty
Gift Stores include, without limitation, SPENCERISd IT STORES.

61. "OFF-PRICE/CLOSEOUT STORES" shall mean stdnas affer for sale primarily discounted apparel atlier merchandise. Examples
of Off-Price/Closeout Stores include, without liadibn, MARSHALL'S, T.J. MAXX, ROSS DRESS FOR LESHT OR MISS, TUESDAY
MORNING and WINNERS.

62. "OFFICE SPECIALTY STORES" shall mean stores dfger for sale primarily office supplies. Examglef Office Specialty Stores
include, without limitation, OFFICE DEPOT, STAPLE&d OFFICE MAX.

63. "OUTLET STORES" shall mean stores that offersiae primarily discounted merchandise of a paldicmanufacturer or retailer.

64. "PARTY STORES" shall mean stores that offersfale primarily party supplies. Examples of Patiyr&s include, without limitation,
PARTY CITY and PARTY WORLD.

65. "PET STORES" shall mean stores that offer & primarily pet supplies. Examples of Pet Stamekide, without limitation, PETCO ar
PETSMART.
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66. "QUICK SERVICE RESTAURANTS" shall mean a foaghdce establishment or group of food service distaiments that offer rapid
meal menus to consumers and generally do not @ffide service to customers. Examples of Quick $erRestaurants include, without
limitation, SUBWAY and BURGER KING.

67. "REGIONAL DISCOUNT/MASS RETAILERS" shall meatoges that (a) have regional distribution, (b) gafig offer products for sale
in a broad assortment of unrelated product categowhich products generally are not classifiethentrade as "better/best" quality products,
(c) are usually "self-service" with more of an erapis on price than aesthetics, and (d) generallyodoequire individual store servicing by
suppliers. Suppliers to Regional Discount/Mass Retatypically advertise in trade publicationsclhas "DISCOUNT STORE NEWS" and
"DISCOUNT MERCHANDISER", and usually attend the IMRInternational Mass Retailer Association) tratiews. The "Regional
Discount/Mass Retailers" channel shall specificaltglude the in-store bakery departments of sumtest which shall be included in the "In-
Store Bakeries" channel defined above. Examplé&gional Discount/Mass Retailers include, withamitation, MEIJERS, CALDOR,
AMES, BRADLEES, HILL'S, ROSE'S, VENTURE, SHOPKO, CTER, FIELDS, GIANT TIGER, HARTS, NORTHWEST and SAA
STORES.

68. "RETAIL BAKERIES" shall mean stores that offer sale primarily freshly baked breads, cakesk@soand similar bakery items. The
"Retail Bakeries" channel shall specifically exaud-Store Bakeries (as defined above).

69. "SCHOOL BOOK CLUBS/FAIRS" shall mean offeringopucts for sale through book catalogs distributettachers and students at
public or private schools (usually elementary @hhschool) or through book fairs conducted on tlenises of such schools. Examples of
School Book Clubs/Fairs include, without limitatjoFroll Book Club and Scholastic Book Fair.

70. "SOUVENIR STORES" shall mean stores that difeisale primarily souvenirs.

71. "SPORTING GOOD STORES" shall mean stores tffat @or sale primarily sporting goods, equipmeathletic apparel, and other
merchandise that reflects a sports theme. Exanopl&porting Good Stores include, without limitati@iG 5 and SPORTS CHALET.

72. "SPORTS STADIUM SHOPS" shall mean concessierstiops located within stadiums or arenas whemgisg@vents are held.

73. "STATIONERY STORES" shall mean stores that ofiée sale primarily stationery. Examples of StaBoy Stores include, without
limitation, FARR'S STATIONAIRES.

74. "STREET VENDORS" shall mean individual merclsanho offer products for sale in stands, boothstber non-permanent structures
usually located on the sidewalk and designed taatpassing pedestrians.

75. "SUPERMARKET/GROCERY STORES" shall mean stdas offer for sale primarily packaged food produdthe
"Supermarket/Grocery Stores" channel shall spedifiexclude the in-store bakery departments ohsiores, which shall be included in the
"In-Store Bakeries" channel defined above. The &unarket/Grocery Stores" channel shall specificakglude Gourmet Food Specialty
Stores (as defined above) and Convenience Staatefamed above). Examples of Supermarket/GroctaneS include, without limitation,
KROGER, SAFEWAY, AMERICAN STORES, ALBERTSON'S, WINDIXIE, FOOD LION, VON'S, FINAST, RALPHS, MARSH and
SUPERSTORES.

76. "SWAP MEETS/FLEA MARKETS" shall mean offeringgalucts for sale through organized events knowswasp meets or flea markets,
which involve a group of vendors offering for salgariety of products, often collectibles or andgqu

77. "TELEVISION HOME SHOPPING" shall mean offeripgoducts for sale through cable and broadcastigétey including infomercials,
QVC and Home Shopping Network. The "Television Hddm®pping" channel shall specifically exclude s#ifesugh the Internet, CD-
Interactive and other electronic media.

78. "THEATRICAL CONCESSIONS" shall mean the retktion that sells such items as popcorn, sodaamdly within chain and non-
chain movie theater locations such as Cineplex @degews and Cinemark.
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79. "TOY SPECIALTY/BETTER TOY CHAIN STORES" shallean companies that offer for sale primarily spégiys. Examples of Toy
Specialty/Better Toy Chain Stores include, withiimitation, FAO SCHWARZ, ZANY BRAINY, IMAGINARIUM, and NOODLE
KIDOODLE.

80. "TOY WHOLESALERS" shall mean companies thaeofbr sale primarily toys to retail stores. In erdo be considered a "Toy
Wholesaler" hereunder, the total number of toy-tgp&)'s must represent eighty percent (80%) or nebseich wholesaler's total SKU's.

81. "TRACKSIDE - CART" shall mean offering produdts sale at races organized and sponsored by Gbasipp Auto Racing Teams.

82. "TRACKSIDE - NASCAR" shall mean offering prodsdor sale at races organized and sponsored hiyatienal Association for Stock
Car Racing.

83. "TRACKSIDE - NHRA" shall mean offering produdts sale at races organized and sponsored by dtieril Hot Rod Association.

84. "UPSTAIRS DEPARTMENT STORES" shall mean stdhed (a) offer products for sale in a broad assentnof unrelated product
categories, which products are generally classifigtie trade as "best" quality products, and (Bra high level of customer service with a
strong emphasis on store aesthetics. Examples sthigp Department Stores include, without limitafiBLOOMINGDALE'S, MACY'S,
NORDSTROM, MAY DEPARTMENT STORES, SAKS FIFTH AVENUBREIMAN MARCUS and DILLARDS.

85. "WVENDING MACHINES" shall mean self-containedtamated dispensing equipment operated by inseofi@oin or paper currency or
the equivalent thereof (i.e. debit cards, creditisaetc.).

86. "WALL DECOR STORES" shall mean stores that ioffe sale primarily wall decor products. ExampbtédNall Decor Stores include,
without limitation, DECK THE WALLS, AARON BROTHER&Nd PRINTS PLUS.

87. "WAREHOUSE CLUBS" shall mean stores that oftersale products in large sizes and quantitiek wibre of an emphasis on price tl
service or store aesthetics. The "Warehouse Clherinel shall specifically exclude the in-storedrgikdepartments of such stores, which
shall be included in the "In-Store Bakeries" chdmiedined above. Examples of Warehouse Clubs imgludthout limitation, SAM'S CLUB

and PRICE Costco.

88. "WBSS INTERNATIONAL" shall mean the retail stésrknown as Warner Bros. Studio Stores, which peeaded outside the United
States.

If Licensor grants to Licensee the right to selidnised Products to WBSS International: (a) suditgighall be worldwide, notwithstanding
any restrictions as to "Territory" contained in thgreement, and (b) such rights shall be non-ekausotwithstanding any exclusivity
provisions contained in the Agreement.
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EXHIBIT 2 #13770-WBLT
CONTRIBUTOR'S AGREEMENT

l, , the undersigned ("Contributdrdve been engaged by POORE BROTHERS, INC. ("lsieef) to work on or
contribute to the creatlon of Licensed Productscdbed as , by Licenseer amdagreement between Licensee
and Warner Bros., a division of Time Warner Enfarteent Company, L.P., c/o Warner Bros. Consumedits, a division of Time Warner
Entertainment Company, L.P. ("Warner") dated .

| understand and agree that the Licensed Prodardsall Artwork or other results of my services lidzensee in connection with such
Licensed Products ("Work") is a "work made for hifer Warner and that all right, title and inter@s&and to the Work shall vest and remain
with Warner. | reserve no rights therein. Withauatiting the foregoing, | hereby assign and transéeéWWarner all other rights whatsoever, in
perpetuity throughout the universe which | may hawveshich may arise in me or in connection with Werk. | hereby waive all moral rights
in connection with such Work together with any ottights which are not capable of assignment. thieir agree to execute any further
documentation relating to such transfer or waivaetating to such Work at the request of Warndrtioensee, failing which Warner is
authorized to execute same as my Attorney-in-Fact.

Contributor:

Signature
Print Name

Address

Country

Date
Warner Bros. Consumer Products:

By:

Date:
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EXHIBIT 3
#13770-WBLT

WARNER BROS. CONSUMER PRODUCTS
4000 Warner Boulevard

Bridge Building 156 South - 4th Floor
Burbank, CA 91522

Re: APPROVAL OF THIRD PARTY MANUFACTURER
To Whom It May Concern:

This letter will serve as notice to you that purgua Paragraph 10(b) of the License Agreementddate , 200_
between WARNER BROS., A DIVISION OF TIME WARNER ERRTAINMENT COMPANY, L.P. and POORE BROTHERS, INC.
("Licensee"), we have been engaged as the manuadtu Licensee in connection with the manufactuiréhe Licensed Products as defined
in the aforesaid License Agreement. We hereby aglauge that we may not manufacture Licensed Predact or sell or distribute Licens
Products to, anyone other than Licensee. We hdtether acknowledge that we have received a copghiefelevant terms and conditions .
are cognizant of the terms and conditions set fioraid License Agreement and hereby agree torebsleose provisions of said License
Agreement which are applicable to our function asufacturer of the Licensed Products. It is expyagsderstood that we are obligated to
comply with all local laws, including without lin@tion, labor laws, wage and hour laws and antirgiisnation laws and that you or your
representatives shall, at anytime, have the riginigpect our facilities and review our recordemgure compliance therewith. It is understood
that this engagement is on a royalty free basiglaatdwve may not subcontract any of our work withyaur prior written approval.

We understand that our engagement as the manwgaédur_icensee is subject to your written approVéé request, therefore, that you sig
the space below, thereby showing your acceptanoaroéngagement as aforesaid.

Very truly yours,

Manufacturer/Company Name

Signature

Print Name

Address

Country

Date

Product(s) Manufacturing
AGREED and ACCEPTED:

WARNER BROS. CONSUMER PRODUCTS
a division of Time Warner
Entertainment Company L.P.

By: GarymRor§ Senior Vice President Business & Legal Affair

Date:
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ATTACHMENT A
#13770-WBLT
(a) "CHANGE OF CONTROL" means and includes eactheffollowing:

(1) Any transaction or series of transactions, whgrany person (as that term is used in Secticani3L4(d)(2) of the Securities Exchange
Act of 1934, as amended (the "Exchange Act"), ibamomes the beneficial owner (as that term is irs&ection 13(d) of the Exchange Act)
directly or indirectly, of securities of the Licexesrepresenting more than fifty percent (50%) efdbmbined voting power of the Licensee's
then outstanding securities; PROVIDED, that forgmses of this paragraph, the term "person” shallee (A) a trustee or other fiduciary
holding securities under an employee benefit pfah® Licensee or a subsidiary of Licensee anda(Byrporation owned directly or indirec
by the stockholders of the Licensee in substagttak same proportions as their ownership in thehsee;

(2) Any merger, consolidation, other corporate gamization or liquidation of the Licensee in whtble Licensee is not the continuing or
surviving corporation or entity or pursuant to whghares of Stock would be converted into cashyrgiss, or other property, other than (A
merger or consolidation with a wholly owned subesigj (B) a reincorporation of the Licensee in datént jurisdiction, or (C) other
transaction in which there is no substantial chandbe stockholders of the Licensee;

(3) Any merger or consolidation of the Licenseewut into another entity or any other corporategaaization, if more than fifty percent
(50%) of the combined voting power of the contimuor surviving entity's securities outstanding ingiiagely after such merger, consolidat
or other reorganization is owned by persons whewet stockholders of the Licensee immediatelyrgosuch merger, consolidation or
other reorganization;

(4) The sale, transfer, or other disposition obalsubstantially all of the assets of the Licensee

(5) A change or series of related or unrelated gharin the composition of the Board of Directordisensee, during any twenty-four (24)
month period beginning on the first anniversaryhaf date of this Agreement, as a result of whighefethan fifty percent (50%) of the
incumbent directors are directors who either (i baen directors of the Licensee on the later o $inst anniversary or the date twenty-four
(24) months prior to the date of the event that em@ystitute a Change of Control (the "Original Bias") or

(if) were elected, or nominated for election, te Board of Directors of the Licensee with the afifitive votes of a least a majority of the
aggregate of the Original Directors who were gtilbffice at the time of the election or nominatamd the directors whose election or
nomination was previously so approved.
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EXHIBIT 10.34

RETAIL AND PROMOTIONAL LICENSE
WARNER BROS. CONSUMER PRODUCTS
#13771-WBLT/BIA

PROMOTIONAL LICENSE AGREEMENT made NOVEMBER 20, 20by and between WARNER BROS., A DIVISION OF TIME
WARNER ENTERTAINMENT COMPANY, L.P., c/o Warner Bro€onsumer Products, a division of Time Warner Eatement Company
L.P., whose address is 4000 Warner Blvd., Burb@#%91522 (hereinafter referred to as "LICENSOR")J #OORE BROTHERS, INC.,
whose address is 3500 S. La Cometa Drive, Goodp&a85338, Attention: Eric Kufel (hereinafter reffed to as "LICENSEE").

WITNESSETH:
The parties hereto mutually agree as follows:
1. DEFINITIONS: As used in this Agreement, the daling terms shall have the following respective nmiegs:

(a) "CHANNELS OF DISTRIBUTION": Licensee may condubke Licensed Promotion and shall sell and distglihe Licensed Products
and/or the Licensed Premiums through the followitngnnels of Distribution only (as such channelsdafened and numbered in Exhibit 1
attached hereto and incorporated herein by refejenc

CHANNEL EXHIBIT 1 NUMBER
']

All other Channels of Distribution defined in ExHilh which are not specified above in this Paragriép) are specifically excluded from this
Agreement.

]
(b) "GUARANTEED CONSIDERATION": [*]

(c) "LICENSED PREMIUM(S)": Licensee shall have ttight to include premiums incorporating the Liceth§roperty in association with t
Licensed Promotion.

Any and all such premiums shall be determined bypiduties at a later date and shall be addedsd ibénse Agreement pursuant to a written
amendment, provided, however, that Licensor slalehithe absolute right to approve in writing aé #lements (i.e. all premiums as well as
all product packaging, advertising, etc.) priontanufacture of said premiums.

For purposes of this subparagraph, the term "pnerhahall be defined as including, but not neceshmiited to, combination sales, free or
self-liquidating items offered to the public in gonction with the sale or promotion of a producservice, including traffic building or
continuity visits by the consumer/customer, or simyilar scheme or device, the prime intent of whito use the premiums in such a way as
to promote, publicize and or sell the productsyises or business image of the user of such item.

(d) "LICENSED PRODUCTS": Salted Snacks Categoryraef as: Potato Chips, Potato Crisps, 2-D Potat@oon Snacks, 3-D Potato or
Corn Snacks, Pretzels, Cheese Puffs, Tortilla Cltpiet Fried Snacks, Extruded Fried Snacks.

It is understood and agreed that for the purpotdsAgreement, Salted Snacks Category shalluebecthe following: pre-popped popcorn,
nuts, crackers, and cookies.
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(e) "LICENSED PROMOTION": The right to utilize tHheécensed Property in connection with the adverjsamd promotion of the Licensed
Products and with the manufacture, distribution addgertisement of Licensed Premiums as set fortdwbe

(i) Licensee shall commit to purchase [*] in natbtelevision media to support the theatrical re¢eaf the Motion Picture. It is understood
and agreed that such television support may naaaler than six (6) weeks prior to the releasthefMotion Picture and shall air within an
eight

(8) to twelve (12) week period (the "Promotionalndbw"). Such television media shall be dedicateduskvely to advertising the Licensed
Products and the products licensed under sepératesé agreement #13770-WBLT and shall include dvidlicture in-theater
communication integrated into the spot or taggetieend of the spot. Such television media shallide but not be limited to, network
primetime, network cable and spot buys;

(i) Licensee shall run one dedicated FSI featudrgvork from the Motion Picture on no less thdtyfpercent (50%) of such FSI (the
"Motion Picture FSI") during the Promotional Windo®he Motion Picture FSI shall also include antiedter communication. It is
understood and agreed that the Motion Picture R8ll sun no earlier than September 28, 2003 anidteo than November 8, 2003; provided
however, in the event the theatrical release ofMb&on is prior to or after November 14, 2003 (thNew Theatrical Release Date), then the
Motion Picture FSI shall run no earlier than six\{&eks prior to and no later than one

(1) week prior to the New Theatrical Release Datee Motion Picture FSI shall fulfill Licensee's arah FSI requirement for the calendar y
2003 under separate license agreement #13770-WBLT;

(iii) Upon the conclusion of the Licensed Promotibitensee shall provide to Licensor confirmatidithe actual value and number of
impressions for each component of the Licensed Btiom Within two (2) months after the completiditlee Licensed Promotion, Licensee
will provide Licensor a written report substantyaith the form attached hereto as Attachment B, sarimimg the results of the Licensed
Promotion (e.g. increase in business in dollaisnpressions). Along with such report, Licensee Istedlirn to Licensor all remaining
collateral marketing materials.

(f) "LICENSED PROPERTY": The names, charactersje¢raarks, logos, likenesses, environmental settowgtumes and plot elements
(collectively the "Elements") contained in or asated with the released version of the theatricatiom picture entitled "LOONEY TUNES:
BACK IN ACTION" (the "MOTION PICTURE"), excludinghterefrom any elements which are the property ofitharties. In addition, the
Licensed Property shall also include the represients names, logos, movements, personalities pakivphotographs and other material in
connection with the "Looney Tunes" animated characas depicted in the Motion Picture: BUGS BUNNDAFFY DUCK, SYLVESTER,
TWEETY, ROAD RUNNER, WILE E. COYOTE, TASMANIAN DEM!, ELMER FUDD, PORKY PIG, YOSEMITE SAM, PEPE LE PE
MARVIN THE MARTIAN and FOGHORN LEGHORN only. Collewely, the Elements described above are refewduktein as the
"LICENSED PROPERTY". Specifically excluded herdimwever, is the right to reproduce the names, &keas, autographs, signatures,
visual representations, audio recordings or vofttes "Name and Likeness") of the actors and aaeessthe Motion Picture (the "Performer
(s)") except to the extent specifically permittébdeywise in writing by Licensor and then only te txtent the Performer(s) have granted
merchandising rights to Licensor. Notwithstandihg foregoing, all uses of any of the elementsa#h fabove, including the Names and
Likeness of any of the Performer(s) afforded hedenmust be specifically approved in writing by émsor, pursuant to paragraph 9 herein.

Licensee acknowledges that the rights granted merei limited only to the Elements contained inMwtion Picture and that any and all
rights in, to or associated with any previouslysobsequently produced "LOONEY TUNES" style guidekvision or theatrical motion
picture or television series, as well as with aaguels or spin-offs thereto are specifically exeldidrom this Agreement and may be
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licensed separately to any third party(s) of Licetsschoice at Licensor's sole discretion. Furtlteanno sound bites, voices, music or other
audio is included herein. If Licensee wishes toarsg such elements, Licensee must separately @dolcemecessary rights and any rights
clearance or related fees arising from same shkadltlhicensee's sole expense.

(9) "MARKETING DATE": October 1, 2003

It is understood and agreed that Licensed Produoagsnot ship prior to September 15, 2003.
(h) "ROYALTY RATE": Licensee shall pay to Licenstire following sums:

(i) [*] of Net Sales of all Licensed Products; and

(i) [*] of Net Purchase Price of all Licensed Piiems distributed by Licensee hereunder. The termt 'Rurchase Price" herein shall mear
price actually paid by Licensee for any Licenseenflum(s) authorized and distributed hereundes. linderstood and agreed that any
Royalties paid to Licensor on Net Purchase Priderefmiums shall be in addition to and shall nas@fthe Guaranteed Consideration
hereunder.

(9) "STYLE GUIDE": Any materials provided by Licemsto Licensee which sets forth the style, fornshgracterization and any artwork
depicting the Licensed Property which has beenaygat by Licensor in writing

(i) "TERM": [*].
() "TERRITORY": United States (fifty states), PteRico, United States Virgin Islands, and Unitedt&s Military Bases.
2. GRANT OF LICENSE:

(a) Subject to the restrictions, limitations, resgions and conditions and Licensor's approvaltsiget forth in this Agreement, Licensor
hereby grants to Licensee and Licensee hereby &cfogghe Term of this Agreement, a license téagtithe Licensed Property solely on o
connection with the Licensed Promotion and the hse&l Products and/or Licensed Premiums througheutérritory on an exclusive basis
in the Salted Snack Category as defined in Parhgdtég), except that sales of Licensed Productd &ahsed Premiums sold through Airport
Gift and Other Airport Stores shall be on a nonkgsive basis.

(0) [1]

(c) Without limiting any other approval rights ofcensor as contained herein, no television comrakr¢animated or live action) may be
utilized under this Agreement without the spegifior written approval of Licensor.

3. RESERVATION OF RIGHTS; PREMIUMS:

(a) Licensor reserves all rights not expressly eged to Licensee hereunder, and Licensor may ¢jcanises to others to use the Licensed
Property, artwork and textual matter in connectigth other uses, services and products withouttéitian.

(b) Notwithstanding anything to the contrary statedein, Licensor, for itself and its affiliatepesifically reserves the right, without
limitation throughout the world, to itself use,lmense any third party(s) of its choice to useltliensed Property for the marketing,
manufacture, distribution and sale of products antlife promotion of services similar or identigattiose licensed herein in Paragraphs I(c)
and I(d) above for sale through any catalogue(sntine website produced or distributed by or ohdieof Licensor or its affiliated
companies, or for sale or distribution in any teestarenas or restaurants or for sale or distobuh connection with any home video
product, including DVD or other formats, or for salr
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distribution in the retail stores known as "WarBeos. Studio Stores" and any other retail storesated by or on behalf of Licensor or its
affiliated companies, or for sale or distributionany theme/amusement parks operated by or onflhatensor and its affiliated
companies, including without limitation, the Sixagk and Movie World parks or its licensees, SiggldMovie World, or their affiliated
companies. In addition, Licensor reserves the tiglatlow Six Flags and Movie World to manufact(we have manufactured by a third pai
products similar or identical to those licensedehefor distribution or sale in theme and/or amusenparks owned or operated by Six Flags
and/or Movie World. Further, Licensor reservesright to use, or license others to use, and/or rieaure products similar or identical to
those licensed herein for use as premiums. Nottamgained herein shall be construed to mean tltanisiee is granting a license to Licensor
to utilize Licensee's proprietary and/or patentaghhology.

(c) Licensee specifically understands and agressnth rights are granted herein with respect tdMaener Bros. "shield" logo or trademark,
or any other trademark(s), logo(s) or copyrightsied/by Licensor other than those specifically sghfabove in the Licensed Property, it
being understood that all rights in and to saidprtes are reserved exclusively to Licensor fer aisd/or licensing as it deems appropriate to
third party(s) of its choice. Notwithstanding tleedgoing Licensee may use the Warner Bros. shigld in connection with the legal line
referenced in Paragraph 8(d) below as instructelddsnsor's Brand Assurance Department.

(d) Licensee agrees that it will not use, or knaylyrpermit the use of, and will exercise due chat tts customers likewise will refrain from
the use of, the Licensed Products as premiumsedrittensed Premiums as products for retail saleg@xwith the prior written consent of
Licensor.

(e) Licensee specifically understands and agressthrights are granted hereunder with respeittedVarner Bros. "BABY LOONEY
TUNES" infant property, it being understood thatiglhts in and to said property are reserved esiekly to Licensor for use and/or licensing
as it deems appropriate to third parties of itsaho

(f) Licensee further understands and agrees teatdghts granted herein are limited only to theaam characters set forth above and that any
and all rights in, to or associated with the thieatrmotion picture entitled "SPACE JAM", as wedl with any sequels thereto, are specifically
excluded herefrom, it being understood that alitsgn and to said property are reserved exclugiwelLicensor for use and/or licensing as it
deems appropriate to third parties of its choice.

4. CONSIDERATION:

(a) The Guaranteed Consideration paid by Licensestaforth above shall be applied against suchltieg as are, or have become, due to
Licensor. No part of such Guaranteed Consideratiail be repayable to Licensee. Royalties earneaderss of the Guaranteed Consider:
applicable to the Term hereof shall not offset @uwaranteed Consideration required in respect ofticeeeding renewal term (if any);
likewise, royalties earned in excess of the GuasthConsideration applicable to the renewal tefanf) shall not offset any Guaranteed
Consideration applicable to any prior term.

(b) Royalty Payments: Licensee shall pay to Licemssum equal to the Royalty Rate as set forth @lodyi) all Net Sales by Licensee of the
Licensed Products and/or (ii) Net Purchase Prida@Licensed Premiums covered by this Agreemedre.t€rm "net sales" herein shall mean
[*]. No costs incurred in the manufacture, salstribution, advertisement, or exploitation of thednsed Products shall be deducted from any
royalties payable by Licensee.

(c) Royalties shall be payable concurrently with geriodic statements required in Paragraph 5¢@pfieexcept to the extent offset by the
Guaranteed Consideration theretofore remitted.
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5. PERIODIC STATEMENTS:

(a) Within thirty (30) days after the end of thesfifiscal quarter after the date of executionhef ticense Agreement and promptly on the :
day after the end of each fiscal quarter theredfieensee shall furnish to Licensor complete acrlieate statements certified to be accurate
by Licensee, or if a corporation, by an officelLidensee, showing the (i) number of units; (ii) oty in which manufactured, sold,
distributed and/or to which shipped; (iii) Desciipt (as such term is defined below) of the LicenBeablucts and/or Licensed Premiums; (iv)
gross sales price or Net Purchase Price (if agdi¢aand (v) itemized deductions from gross splese and net sales price (if applicable)
together with any returns made during the precefigogl quarter. Such statements shall be in saghdts as Licensor shall reasonably
require (which formats may be amended by Licensanftime to time) and shall be furnished to Licansbether or not any of the Licensed
Products and/or Licensed Premiums have been distdtduring fiscal quarters to which such statesegfier. Receipt or acceptance by
Licensor of any of the statements furnished purstathis Agreement or of any sums paid hereundall sot preclude Licensor from
guestioning the correctness thereof at any time,iimthe event that any inconsistencies or mistakesliscovered in such statements or
payments, they shall immediately be rectified dredappropriate payments made by Licensee. Uponmkofd_icensor, Licensee shall at its
own expense, but not more than once in any twdl2g rhonth period, furnish to Licensor a detaileatesnent by an officer of Licensee
showing the

(i) number of units; (ii) country in which manufaced, sold, distributed and/or to which shippeid); fiescription of the Licensed Products
and/or Licensed Premiums; (iv) gross sales pridgeirPurchase Price (if applicable); and (v) itesdizieductions from gross sales price and
net sales price (if applicable) of the Licenseddets and/or Licensed Premiums covered by this égent distributed and/or sold by
Licensee up to and including the date upon whidehsor has made such demand. For purposes ofatagiaph

5(a), the term "Description" shall mean a detadledcription of the Licensed Products and/or Licdrd@miums including the nature of each
of the Licensed Products and/or Licensed Premiamgand all names and likenesses, whether livesaotcanimated characters, from the
Licensed Property utilized on the Licensed Prodantor Licensed Premiums and/or any related pacgamnd/or wrapping material, and
any other components of the Licensed Propertyzatilion the Licensed Products and/or Licensed Presmand/or any related packaging
and/or wrapping material. In the event Licensaegponsible for the payment of any additional tipiadty participations based on Licensee
not reporting by character name and likeness asqed above, Licensee shall be responsible forlsansing Licensor for the full amount of
all such third party claims, including without litation the participation itself, interest, audidaeasonable attorneys' fees. Licensee
understands and agrees that it is a material tadhtandition of this Agreement that Licensee ineltite Description on all statements. In the
event Licensee fails to do so, Licensor shall itheeright to terminate this Agreement, in accor@awith the provisions of Paragraph 14
herein.

(b) For the statements and payments required heéeeubnicensee shall reference the contract numpen(all statements and payments. If the
United States Postal Service is used deliver tdahewing:

WARNER BROS. CONSUMER PRODUCTS
21477 Network Place
Chicago, IL 60673-1214

If sent by Federal Express or any other CourieviSerdeliver to the following:

BANK ONE
Attention WBCP lockbox #21477

525 West Monroe

8th Floor Mail Room

Chicago, IL 60661

Telephone Number 312-732-5500
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(c) Any payments which are made to Licensor hereunfter the due date required therefor, shall bearest at the then current prime rate,
as published in The Wall Street Journal (New Yatkien), plus three (3%) percent (or the maximune g@ermissible by law, if less) from t
date such payments are due to the date of payirieahsor's right hereunder to interest on late payim shall not preclude Licensor from
exercising any of its other rights or remedies pans to this Agreement or otherwise with regardit@nsee's failure to make timely
remittances.

6. BOOKS AND RECORDS:

(a) Licensee shall keep, maintain and preservei¢ensee's principal place of business) for attleas (2) years following expiration or
termination of the Term of this Agreement or anyawal(s) hereof (if applicable), complete and aatrecords of accounts including,
without limitation, purchase orders, inventory netx) invoices, correspondence, banking and finhaoid other records pertaining to the
various items required to be submitted by Liceresewell as to ensure Licensee's compliance withl laevs as required pursuant to
Paragraph 13(k) hereof. Such records and accobaliste available for inspection and audit up to (&) times per year during or after the
Term of this Agreement or any renewal(s) hereoffiflicable) during reasonable business hours pad reasonable notice by Licensor o
nominees. Licensee agrees not to cause any irgademwith Licensor or nominees of Licensor in teefgrmance of their duties. During such
inspections and audits, Licensor shall have thet tigtake extracts and/or make copies of Licesge¢evant records as it deems reasonably
necessary. Licensor agrees to keep confidentiaifailmation and copies obtained by Licensor punst@ this Paragraph other than with
respect to required disclosures in connection disputes between the parties or as otherwise by law, court order or governmental
process.

(b) The exercise by Licensor in whole or in pattagy time of the right to audit records and act¢swn of any other right herein granted, or
the acceptance by Licensor of any statement aratits or the receipt and/or deposit by Licendaaing payment tendered by or on beha
Licensee shall be without prejudice to any rightsamedies of Licensor and such acceptance, reaeiibr deposit shall not preclude or
prevent Licensor from thereafter disputing the aacy of any such statement or payment.

(c) If pursuant to its right hereunder Licensorseaian audit and inspection to be instituted wthieheafter discloses a deficiency betweer
amount found to be due to Licensor and the amoctnglly received or credited to Licensor, then bisee shall, upon Licensor's demand,
promptly pay the deficiency, together with interésreon at the then current prime rate from ttie dach amount became due until the date
of payment, and, if the deficiency is more tharfpercent (5%) of all payments made by Licensemguhe period covered by the audit, t
Licensee shall pay the reasonable costs and expehsach audit and inspection.

7. INDEMNIFICATIONS:

(a) During the Term, and continuing after the exipdm or termination of this Agreement, Licensoalsindemnify Licensee and its affiliates
and shall hold them harmless from any loss, lighilamage, cost or expense, including reasonatolimays' fees, arising out of any claim:
suits which may be brought or made against Liceasekdts affiliates by reason of the breach by b of the warranties or representations
as set forth in Paragraph 12 hereof, providedliltansee shall give prompt written notice, and éadlbperation and assistance to Licensor
relative to any such claim or suit and providedtHer, that Licensor shall have the option to utader and conduct the defense of any suit so
brought. Licensee shall not, however, be entitteetover for lost profits. Licensee shall coopefatly in all respects with Licensor in the
conduct and defense of said suit and/or proceedeigted thereto.

(b) During the Term, and continuing after the eafian or termination of this Agreement, Licenseallsindemnify Licensor, Time Warner
Entertainment Company, L.P. ("TWE") and each oéffdiates, and shall hold them harmless from kg, liability, damage, cost or
expense, including reasonable attorneys' feesnagmait of any
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claims or suits which may be brought or made agéicgnsor, TWE or any of its affiliates, by reasafn (i) any breach of Licensee's
covenants and undertakings hereunder; (ii) anythioaized use by Licensee of the Licensed Propéityany use of any trademark or
copyright on or in connection with the Licenseddrats, the Licensed Premiums or the Licensed Piom@txcept trademarks or copyrights
in the Licensed Property used in accordance withtieéhms of this Agreement), design, patent, proeasthod or device on or in connection
with the Licensed Products, Licensed Premiums cehsed Promotion; (iv) Licensee's non-compliandb ey applicable federal, state or
local laws or with any other applicable regulaticausd (v) any alleged defects and/or inherent dangehether obvious or hidden) in the
Licensed Products and/or Licensed Premiums, ouskehereof. Provided, however, that Licensor sfiaé prompt written notice, and full
cooperation and assistance to Licensee relatigayalaim or suit and provided, further, that Lisea shall have the option to undertake and
conduct the defense of any suit so brought. Licesisall cooperate fully in all respects with Liceasn the conduct and defense of said suit
and/or proceedings related thereto. Provided, hewehat Licensor shall give prompt written notiaad full cooperation and assistance to
Licensee relative to any such claim or suit andriolexd, further, that Licensee shall have the optioandertake and conduct the defense of
any suit so brought. Licensor shall cooperate fullgll respects with Licensee in the conduct agfgiise of said suit and/or proceedings
related thereto.

(c) With regard to Paragraph 7(b) above, Licenggees to obtain, at its own expense, Commerciab@éihiability Insurance, including
product liability and contractual liability covermgroviding adequate protection for Licensor antEhsee against any such claims or suits in
amounts no less than three million dollars ($3,000) per occurrence, combined single limits. Siamgobusly with the execution of this
Agreement, Licensee undertakes to submit to Liceaduolly paid policy or certificate of insurancaming Licensor, TWE and each of its
affiliates as additional insured parties and, reggithat the insurer shall not terminate or matgrimodify such policy or certificate of
insurance without written notice to Licensor atskthirty (30) days in advance thereof. Such insceashall at all times be primary and not
contributory with any insurance carried by LicenSONVE or any of their affiliates. Further the deliy of the policy or certificate, as provided
in this Paragraph 7(c) are material obligationkioénsee.

8. ARTWORK; COPYRIGHT AND TRADEMARK NOTICES:

(a) The Licensed Property shall be displayed od wsgy in such form and in such manner as has bpedifically approved in writing by
Licensor in advance and Licensee undertakes toeagsage of the trademark(s) and character(s)ysadehpproved hereunder. Licensee
further agrees and acknowledges that any and dllokk (defined below) created, utilized, approved/ar authorized for use hereunder by
Licensor which features or includes the LicensaapBrty shall be owned exclusively by Licensor edalg intellectual property rights in and
to any elements that are owned by Licensee ordieéy Licensee from a third party and do not idelthe Licensed Property. "Artwork" as
used herein shall include, without limitation, gilttorial, graphic, visual, audio, audio-visualgitil, literary, animated, artistic, dramatic,
sculptural, musical or any other type of creatiand applications, whether finished or not, inclggibut not limited to, animation, drawings,
designs, sketches, images, tooling and tooling didstrations, film, video, electronic, digitizeat computerized information, software, obj
code, source code, on-line elements, music, tedhgle, stories, visuals, effects, scripts, voiees, logos, one-sheets, promotional pieces,
packaging, display materials, printed materialgtpfraphs, interstitials, notes, shot logs, chargutofiles and translations, produced by
Licensee or for Licensee, pursuant to this Agrednmeaoensor reserves for itself or its designeésigihts to use any and all Artwork created,
utilized and/or approved hereunder without limaatexcluding intellectual property rights in andatyy elements that are owned by Licensee
or licensed by Licensee from a third party and dbimclude the Licensed Property. Nothing contaiherkin shall be construed to mean that
Licensee is granting a license to Licensor tozgiliicensee's proprietary, patented technologyoanmatellectual property rights whether
alone or in combination with the Licensed Property.
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(b) Licensee acknowledges that, as between Licarsbticensee, the Licensed Property and Artwotkahderivative works thereof, and
copyrights, trademarks and other proprietary righksein are owned exclusively by Licensor and hése shall have no interest in or claim
thereto, except for the limited right to use thmeagursuant to this Agreement and subject to itaseand conditions.

Licensor acknowledges that, as between LicensoLagmhsee, the Licensee's intellectual propertyahderivative works thereof, and alll
copyrights, trademarks and other proprietary rigiksein are owned exclusively by Licensee andrisoe shall have not interest in or claim
thereto.

Licensee agrees and acknowledges that any Artwedked by Licensee or for Licensee hereundergoak'made for hire" for Licensor
under the U.S. Copyright Act, and any and all samg@rovisions of law under other jurisdictions, dhdt Licensor is the author of such works
for all purposes, and that Licensor is the exclisiwner of all the rights comprised in the undidad®pyright and all renewals, extensions
reversions therein, in and to such works in petipetind throughout the universe. Licensee herehiyegaand releases in favor of Licensor all
rights (if any) of "droit moral," rental rights arsiimilar rights in and to the Artwork (the "Intabtg Rights") and agrees that Licensor shall
have the right to revise, condense, abridge, expadapt, change, modify, add to, subtract frontitie-re-draw, recolor, or otherwise modit
the Artwork, without the consent of Licensee. Lisea hereby irrevocably grants, transfers and as$ighicensor all right, title and interest,
including copyrights, trademark rights, patent tigand other proprietary rights, it may have in tmthe Artwork and all derivative works, in
perpetuity and throughout the universe. Licenséa@eledges that Licensor shall have the right tmirate this Agreement in the event
Licensee asserts any rights (other than thosefgglyi granted pursuant to this Agreement) inmthe Licensed Property or Artwork.

Licensee hereby warrants that any and all worktecehy Licensee under this Agreement apart froomthterials provided to Licensee by
Licensor is and shall be wholly original with oflfucleared by Licensee and shall not copy or otlig infringe the rights of any third parti
and Licensee hereby indemnifies Licensor and wailtiLicensor harmless from any such claim of irfement or otherwise involving
Licensee's performance hereunder, under the teraragraph 7(b). At the request of Licensor, Lesnshall execute such form(s) of
assignment of copyright or other papers as Licensor reasonably request in order to confirm and imelsicensor the rights in the properties
as provided for herein. In addition, Licensee her@points Licensor as Licensee's Attorney-in-Fatake such actions and to make, sign,
execute, acknowledge and deliver all such docunasteay from time to time be necessary to confirbicensor, its successors and assigns,
all rights granted herein. If any third party make$ias made any contribution to the creation d¥vark authorized for use hereunder,
Licensee agrees to obtain from such party a fulfiomation and assignment of rights so that thedoing rights shall vest fully in Licensor,

in the form of the Contributor's Agreement attachetkto as Exhibit 2 and by this reference madarghgreof, prior to commencing work,
and subject to the prior written approval of Licengnsuring that all rights in the Artwork and éitsed Property arise in and are assigned to
Licensor. Promptly upon entering into each suchtfilmnor's Agreement, Licensee shall give Licersaopy of such Contributor's
Agreement. Licensee assumes all responsibilitgéich parties and agrees that Licensee shall bgarahall risks arising out of or relating
the performance of services by them and to thdlfa#nt of their obligations under the ContributofAgreement.

(c) Upon expiration or termination of this Agreerhér any reason, or upon demand by Licensor attiamg, Licensee shall promptly deliver
to Licensor all Artwork or Licensed Property, whatlinished or not, including drawings, drafts, tskes, illustrations, screens, data, digital
files and information, copies or other items, imfation or things created in the course of prepatieg.icensed Property, excluding any
elements that are owned by Licensee or licensdddansee from a third party and all materials pded to Licensee by Licensor hereunder,
or, at Licensor's option and instruction, shallta®ssome or all of the foregoing and shall confiorlLicensor in writing that Licensee has
done so. Licensee shall not use such Artwork oehsed Property, items, information or things, malkgfor any purpose other than is
permitted under this Agreement. For any Licensemehts and/or intellectual property that utilizedrised Property or Artwork in whole or
in part, Licensee shall destroy such elements
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and/or intellectual property upon expiration ontaration of this Agreement for any reason and stwilifirm to Licensor in writing that
Licensee has done so.

(d) Licensee shall, within thirty (30) days of rageg an invoice, pay Licensor for Artwork executied Licensee by Licensor (or by third
parties under contract to Licensor) for use indeeelopment of the Licensed Products and/or Liagfgemiums and any related packaging,
display and promotional materials at Licensor'saileng commercial art rates. The foregoing shadlide any Artwork that, in Licensor's
opinion, and subject to Licensee's written appragahecessary to modify Artwork initially preparked Licensee and submitted for approval.
Estimates of Artwork charges are available upomest] Licensor shall submit to Licensee, for Liess prior approval, any increases of ten
percent (10%) or more above the estimate origiregdigroved by Licensee, and Licensee shall not bgated to pay for such increased co
Licensee has not provided its approval thereof.

(e) Licensee shall cause to be imprinted, irremtyvabd legibly on the packaging of each LicensestiBct and/or Licensed Premium
manufactured, distributed or sold under this Agreetnand all printed and/or televised advertisprgmotional, packaging and wrapping
material wherein the Licensed Property appearsialt@ving copyright and/or trademark notice(s)soich other notice as may be approve
Licensor:

LOONEY TUNES, CHARACTERS, NAMES AND ALL RELATED IND ICIA ARE TRADEMARKS
OF AND (C) WARNER BROS.

(S02)
(The year date shall be as instructed by Licensor.)

(f) In no event shall Licensee use, in respechéolticensed Products and/or Licensed Premiums aimdfelation to any advertising,
promotional, packaging or wrapping material, angyeaht or trademark notices which shall confligtiw be confusing with, or negate, any
notices required hereunder by Licensor in respetti¢ Licensed Property.

(9) Licensee agrees to deliver to Licensor freeast six (6) of each of the Licensed Premiums togyedvith their packaging and wrapping
material for trademark registration purposes in pliemce with applicable laws, simultaneously up@tribution to the public. Any copyrigk

or trademarks with respect to the Licensed PromatioLicensed Products and/or Licensed Premiumshg@rocured by and for the benefit
of Licensor and at Licensor's expense. Licensdbduagrees to provide Licensor with the date effitst use of the Licensed Products and/or
Licensed Premiums in interstate and intrastate ceroen

(h) Licensee shall assist Licensor, at Licensotf®ase, in the procurement, protection, and maamtes of Licensor's rights to the Licensed
Property. Licensor may, in its sole discretion, coamce or prosecute and effect the disposition pfcéaims or suits relative to the imitation,
infringement and/or unauthorized use of the LicdrBmperty either in its own name, or in the narnkicensee, or join Licensee as a part
the prosecution of such claims or suits. Licenggees to cooperate fully with Licensor in connettiath any such claims or suits and
undertakes to furnish full assistance to Licenadhe conduct of all proceedings in regard thereimensee shall promptly notify Licensor in
writing of any known infringements or imitations nauthorized uses by others of the Licensed Pipar or in relation to promotions
similar to the Licensed Promotion or products id=itto similar to or related to the Licensed Pratduand/or Licensed Premiums. Licensor
shall in its sole discretion have the right tolseattr effect compromises in respect thereof. Lieershall not institute any suit or take any
action on account of such infringements, imitationsinauthorized uses.

(i) Licensee acknowledges receipt of Licensor'deSBuide and undertakes to utilize the depictidithe Licensed Property (and, if
authorized by Licensor, any emblems and/or devasssciated therewith) in the form as set forthdimeon all Licensed Products as well as
advertising, promotional, packaging or wrappingenats. In the event that Licensee desires tazetilenditions which vary from those as set
forth in the Style Guide, Licensee shall make aiestjto Licensor in that connection, and if theues is approved, Licensor shall prepare
appropriate Artwork and deliver same to
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Licensee. Licensee shall utilize such Artwork splalthe form furnished by Licensor, if Licenseedkes to use such Artwork in Licensee's
sole discretion, shall pay a reasonable fee torlsioein respect thereof not later than one morttér atlivery thereof by Licensor to Licensee,
and such fee shall be additional to and not offgeiny Guaranteed Consideration referred to ind?aph 1(b) hereinabove.

(j) If Licensee is unable or unwilling to use artkdrom the Licensor's Style Guide and if Licensounable or unwilling to provide Licensee
with Artwork as described in subparagraph (h) abmwe if Licensor expressly consents in writing, efhconsent shall not be unreasonably
withheld, but may be subject to such conditionkiasnsor may elect in its sole discretion, then anly then may the Licensee create or
procure the creation of Artwork. In any event, lrisee shall assign or procure the assignment imgrtf all rights, copyright and otherwise,
in and to any Artwork, and it is intended that tbisvision shall take effect as an assignment o$pective copyrights in Artwork yet to be
created by or for. The Licensee further undertaéidake all and any steps necessary for the recordagistration of the assignment(s)
referred to hereinabove.

9. APPROVALS AND QUALITY CONTROLS:

(a) Licensee agrees to strictly comply and maintaimpliance with the quality standards, specifamadiand rights of approval of Licensor in
respect to any and all usage of the Licensed Prpparor in relation to the Licensed Products antlioensed Premiums throughout the T¢
of this Agreement and any renewals or extensiosietf (if applicable). Licensee agrees to furnshitensor free of cost for its written
approval as to quality and style, samples of ed¢heoLicensed Products and/or Licensed Premiuoggther with their packaging, hangtags,
and wrapping material, as follows in the successtages indicated: (i) rough sketches/layout cotscéji) finished artwork or final proofs;

(iii) pre-production samples or strike-offs; and)(finished products, including packaged samples.

(b) No Licensed Products and/or Licensed Premiumdsn® material utilizing the Licensed Property sbalmanufactured, sold, distributed
promoted by Licensee without prior written approvaladdition to the foregoing, Licensee underssathét it shall furnish to Licensor, scri|
and storyboards of any proposed media use of ttenked Property as may be authorized hereundsuffinient time for Licensee to make
all revisions which Licensor in its sole discretimay request. Licensee may, subject to Licensais written approval, use textual and/or
pictorial matter pertaining to the Licensed Propert promotional, display and advertising mategigimay, in its reasonable judgment,
promote the sale of the Licensed Products and&erised Premiums. All advertising and promotionatenials relating to the Licensed
Promotion and Licensed Products and/or Licensethidras must be submitted to the Licensor for itdten approval at the following stages
appropriate to the medium used. For print matergalbmissions are to be made at the following sta@g rough sketches or layout concepts;
(b) finished artwork or final proofs; and (c) finisd materials. For television commercials, if appobby Licensor, submissions are to be
made at the following stages: (a) initial conc€p};storyboard, including written text;

(c) pencil tests and voice-overs for animation andélection of performers for live action; and édassette of the finished commercial prior
to air date. For radio or other audio materialapiproved by Licensor, submissions are to be miatte dollowing stages: (a) initial concept;
(b) script; (c) voice-overs; and (d) a cassetttheffinished commercial prior to the air date.

(c) Approval or disapproval shall lie in Licensastale discretion. Licensor shall use its best ¢dfty approve, disapprove or otherwise
comment upon any items submitted to it for appra@gaimay be required hereunder within ten (10) mssimlays after receipt by it of such item
(s). In the event that Licensor fails to approvieadprove or otherwise comment upon the item(susmitted within said ten (10) business
days, then Licensee shall have the right to nati€gnsor of such failure by facsimile (evidencedvimjtten confirmation of facsimile
transmittal) and Licensor shall thereafter be rexflito approve, disapprove or otherwise comment tipe item(s) so submitted within seven
(7) business days after receipt by it of said fadsiand failure to do so shall be deemed approfrahy item(s) so submitted. Any Licensed
Products and/or Licensed Premiums not so approvediiing shall be deemed unlicensed and shalbeanhanufactured, distributed or sold.

If any unapproved
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Licensed Products and/or Licensed Premiums aregyloidtributed or sold, Licensor may, together vaither remedies available to it
including, but not limited to, immediate terminatiof this Agreement, require such Licensed ProdastBor Licensed Premiums to be
immediately withdrawn from the market and to betidg®d, such destruction to be attested to in @ficate signed by an officer of Licensee.

(d) Any material modification of a Licensed Prodaat/or Licensed Premium must be submitted in ackvdor Licensor's written approval
if it were a new Licensed Product and/or Licenseshiftum. Any change involving the Artwork appearotga Licensed Product shall
constitute a material modification of such Liceng&edduct. Approval of a Licensed Product and/oehied Premium which uses particular
artwork does not imply approval of such artwork dise with a different Licensed Product and/or LeszhPremium.

(e) Licensed Products and/or Licensed Premiums oargbrm in all material respects to the final protion samples approved by Licenso
in Licensor's reasonable judgement, the quality bicensed Product and/or Licensed Premium orilyirsgdproved has deteriorated in later
production runs, or if a Licensed Product and/@ehsed Premium has otherwise been altered, Licemaprin addition to other remedies
available to it, require that such Licensed Produnct/or Licensed Premium be immediately withdrawamfthe market.

(f) Licensee shall permit Licensor to inspect Lise@'s manufacturing operations, testing and matwifag payroll records (including those
operations and relevant records of any supplienamufacturer approved pursuant to Paragraph lfe{byv) with respect to the Licensed
Products and/or Licensed Premiums.

(9) If any changes or modifications are requiretiéanade to any material submitted to Licensoit§owritten approval in order to ensure
compliance with Licensor's specifications or staddaf quality, Licensee agrees promptly to mal@hshanges or modifications.

(h) Subsequent to final approval, no fewer thamtydour (24) production samples of Licensed Prasland/or Licensed Premiums will be
sent to Licensor, to ensure quality control sinmdtausly upon distribution to the public. In additikcicensor shall have the right to purchase
any and all Licensed Products and/or Licensed Rm@asiin any quantity at the maximum discount prig@hsee charges its best customer,
assuming similar quantities and shipment terms.

(i) To avoid confusion of the public, Licensee ag@ot to associate other characters or propeviieghe Licensed Property on the Licensed
Products and/or Licensed Premiums or in any paokagromotional or display materials unless Licenszeives Licensor's prior written
approval. Furthermore, Licensee agrees not toheskitensed Property (or any component thereofronbusiness sign, business cards,
stationery or forms, nor as part of the name oéhgee's business or any division thereof.

(j) Pursuant to this Agreement, Licensee shallitsseeasonable commercial efforts to notify itstonsers of the requirement that Licensor has
the right to approve all promotional, display an¢ertising materials that incorporate the LicenBeaperty. It is understood and agreed that
the use of images featuring the Licensed Prodwtitarapproved packaging in promotional, displagt advertising materials is excluded fr
this requirement, provided, however, none of theehsed Property is utilized separately from thehsed Product and its packaging. .

(k) It is understood and agreed that any animaiied in electronic media, including but not limitecanimation for television commercials
and character voices for radio commercials, stajptoduced by Warner Bros. pursuant to a sepagatement between Licensee and Wa
Bros. Animation, subject to Warner Bros. Animatsoustomary rates. Any payment made to Warner Broignation for such animation
shall be in addition to and shall not offset thea@unteed Consideration set forth in Paragraph 1(b).
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(I) Licensor's approval of Licensed Products antioensed Premiums (including, without limitatiadhe Licensed Products and/or Licensed
Premiums themselves as well as promotional, disphayadvertising materials) shall in no way cooggibr be construed as an approval by
Licensor of Licensee's use of any trademark, cgpyr@nd/or other proprietary materials not ownedLicgnsor.

10 DISTRIBUTION; SUBLICENSE MANUFACTURE:

(a) Within the Channels of Distribution set forthRaragraph I(a) hereof, Licensee shall sell tiherised Products/Licensed Premiums to
wholesalers, distributors or retailers for saleemale and distribution directly to the publicLifensee sells or distributes the Licensed
Products/Licensed Premiums at a special pricegitjrer indirectly, to itself, including withoutriitation, any subsidiary of Licensee or to
any other person, firm, or corporation affiliatedhiLicensee (including any affiliated distributpry its officers, directors or major
stockholders, for ultimate sale to unrelated tipagties, Licensee shall pay royalties with respe@siuch sales or distribution, based upon the
price generally charged the trade by Licensee.

(b) Licensee shall not be entitled to sublicenseddrits rights under this Agreement. In the evieigsensee is not the manufacturer of the
Licensed Products and/or Licensed Premiums, Liaesball, subject to the prior written approval afdnsor, which approval shall not be
unreasonably withheld, be entitled to utilize adtparty manufacturer in connection with the mantifee and production of the Licensed
Products and/or Licensed Premiums, provided thet stanufacturer shall execute a letter in the fofrixhibit 3 attached hereto and by this
reference made a part hereof. In such event, Lémeakall remain primarily obligated under all af firovisions of this Agreement and any
default of this Agreement by such manufacturerldf@tleemed a default by Licensee hereunder. Bveat shall any such third party
manufacturer agreement include the right to gragitraghts to subcontractors.

11. GOODWILL: Licensee recognizes the great valighe publicity and goodwill associated with theémnsed Property and acknowledges:
(i) such goodwill is exclusively that of Licensamd (ii) that the Licensed Property has acquiredandary meaning as Licensor's tradenr
and/or identifications in the mind of the purchaspublic. Licensee further recognizes and acknogédsadhat a breach by Licensee of any of
its covenants, agreements or undertakings herewvil@ause Licensor irreparable damage, which caive readily remedied in damages in
an action at law, and may, in addition thereto stitute an infringement of Licensor's copyrightagemarks and/other proprietary rights in,
and to the Licensed Property, thereby entitlingeb&or to equitable remedies, and costs.

12. LICENSOR'S WARRANTIES AND REPRESENTATIONS: Litsor represents and warrants to Licensee that:

(@) It has, and will have throughout the Term @ thgreement, the right to license the LicensePrty to Licensee in accordance with the
terms and provisions of this Agreement; and

(b) The making of this Agreement by Licensor and log Licensor of the Licensed Property pursuathitoAgreement does not violate any
agreements, rights or obligations of any persaem &r corporation.

13. LICENSEE'S WARRANTIES AND REPRESENTATIONS: Litgee represents and warrants to Licensor thapglthie Term and
thereafter:

(a) It will not attack the title of Licensor (oritt parties that have granted rights to Licensornd to the Licensed Property or any copyright
or trademarks pertaining thereto, nor will it aktalge validity of the license granted hereunder;

(b) It will not harm, misuse or bring into disrepuhe Licensed Property;
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(c) It will conduct the Licensed Promotion as wasl manufacture, promote and distribute the Licefseducts and/or Licensed Premiums in
accordance with the terms of this Agreement, armbmpliance with all applicable government regalasi and industry standards;

(d) It will not create any expenses chargeableitersor without the prior written approval of Licgm in each and every instance. It will not
cause or allow any liens or encumbrances to beeglagainst, or grant any security interest (extefptS. Bank National Association, a
National banking association) in, the Licensed Brtyp and/or it will not intentionally cause or@il any liens or encumbrances to be ple
against, or grant any security interest (except.®. Bank National Association, a National bankasgociation) in Licensee's inventory,
contract rights and/or accounts receivables, amitmreeds thereof, with respect to the Licensedirits without Licensor's prior written
consent;

(e) It will use reasonable commercial efforts totpct its right to manufacture, promote and distlthe Licensed Products and/or Licensed
Premiums hereunder;

(f) It will at all times comply with all governmedws and regulations, including but not limitedptoduct safety, food, health, drug,
cosmetic, sanitary or other similar laws relatimgertaining to the conduct of the Licensed Proorotis well as the manufacture, distribut
advertising or use of the Licensed Products ardfmnsed Premiums, and shall maintain its apprégpgastomary high quality standards
during the Term hereof. It shall comply with angukatory agencies which shall have jurisdictionraye Licensed Promotion or Licensed
Products and/or Licensed Premiums and shall praanglemaintain in force any and all permissiongiifogations and/or other authorizations
from governmental and/or other official authoritthat may be required in response thereto. Eaatnisied Product and/or Licensed Premium
and component thereof distributed hereunder sbalipty with all applicable laws and regulations.ansee shall follow reasonable and
proper procedures for testing that all LicensediBets and/or Licensed Premiums comply with sucts]aegulations and standards. Licensee
shall permit Licensor or its designees to inspesting records and procedures with respect to itenked Products and/or Licensed
Premiums for compliance. Licensed Products andirised Premiums that do not comply with all agtile laws, regulations and standards
shall automatically be deemed unapproved and imaelgtitaken off the market;

(9) It shall, upon Licensor's request, provide iredflormation to Licensor including, but not lireill to, fiscal year-end financial statements
(profit-and-loss statement and balance sheet) pachting statements;

(h) It will provide Licensor with the date(s) ofdt use of the Licensed Products and/or Licensethims in interstate and intrastate
commerce, where appropriate;

(i) 1t will, pursuant to Licensor's instructiongjlg take any and all necessary steps to securaitar®f all necessary documentation for the
recordation of itself as user of the Licensed Prigpia any jurisdiction where this is required oheve Licensor reasonably requests that such
recordation shall be effected. Licensee furtheeagthat it will at its own expense cooperate Wittensor in cancellation of any such
recordation at the expiration of this Agreementipon termination of Licensee's right to use theehged Property. Licensee hereby appoints
Licensor its Attorney-in-Fact for such purpose;

() 1t will not deliver or sell Licensed Productadior Licensed Premiums outside the Territory aniimgly deliver or sell Licensed Products
and/or Licensed Premiums to a third party for delvoutside the Territory;

(k) It will not use any labor that violates any &tabor laws, including all wage and hour lawsydaagainst discrimination and that it will not
use prison, slave or child labor in connection wfith manufacture of the Licensed Products andferised Premiums;
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(1) It shall not send, share with or otherwise tlise any Artwork to any third party, including litcsees of Licensor, but with the exception of
approved third party manufacturers hereunder, witlize prior written consent of Licensor;

(m) It shall at all times comply with all commernityareasonable manufacturing, sales, distributietail and marketing policies and strategies
promulgated in writing by Licensor from time-to-&mnand provided the same shall not materially imeeethe costs of manufacturing, sales,
distribution, retail and marketing the Licensedd®rcts; and

(n) If requested by Licensor to do so, it will usasonable efforts to utilize specific design eleta®f the Licensed Property provided to
Licensee by Licensor on any promotional or adviagisnaterials and/or hangtags, labels or other risdgéenith respect to the Licensed
Products and/or Licensed Premiums.

14. TERMINATION BY LICENSOR:

(a) Licensor shall have the right to terminate fhigeement without prejudice to any rights whiciity have, whether pursuant to the
provisions of this Agreement, or otherwise in lawjn equity, or otherwise, upon the occurrencargfone or more of the following events
(herein called "defaults"):

(i) Licensee materially defaults in the performan€any of its obligations provided for in this Aggment; or
(i) Licensee shall have failed to deliver to Lisen or to maintain in full force and effect theurance referred to in Paragraph 7(c) hereof; or
(iii) Licensee shall fail to make any payments tieeeunder on the date due; or

(iv) Licensee shall fail to deliver any of the staients required herein or to give access to thaipes and/or license records pursuant to the
provisions hereof to Licensor's authorized represams for the purposes permitted hereunder; or

(v) Licensee shall fail to comply in all materiakpects with any laws, or regulations as providd@aragraph 13(f) or any governmental
agency or other body, office or official vestedwéppropriate authority finds that the LicenseddBaots and/or Licensed Premiums are
harmful or defective in any way, manner or formace being manufactured, sold or distributed inti@ention of applicable laws,
regulations or standards, or in a manner likelgaose harm; or

(vi) Licensee shall be unable to pay its debts wahem or shall make any assignment for the beagéiteditors, or shall file any petition unc
the bankruptcy or insolvency laws of any jurisdiati county or place, or shall have or suffer aikegeor trustee to be appointed for its
business or property, or be adjudicated a bankmuph insolvent; or

(vii) Licensee does not commence in good faithxecete the Licensed Promotion (i.e. manufactursridute and sell the Licensed Products
and/or Licensed Premiums) on or before the Margdhate or thereafter fails to diligently and contiasly execute the Licensed Promotion;
or

(vii) Licensee shall execute the Licensed Prommotiad/or manufacture, sell or distribute (whichéeiinst occurs) any of the Licensed
Products and/or Licensed Premiums without the pridtiten approval of Licensor as provided in Pasgdr 9 hereof; or

(ix) Licensee undergoes a change of control asdeéfin Attachment A, attached hereto and incorpdraerein by reference, provided that
Licensor must give written notice of terminatiohai all, within thirty (30) days after written rioé of the change in control is given to
Licensor by Licensee; or
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(x) Licensee uses Artwork which has not been apgutdwy Licensor in compliance with the provisiongPafagraph
8(h), (i) or (j) hereof; or

(xi) A manufacturer approved pursuant to Paragtb) hereof shall sell Licensed Products and/oehsed Premiums to parties other than
Licensee or engage in conduct, which conduct ibged in by Licensee would entitle Licensor to tewate this Agreement; or

(xii) Licensee delivers or sells Licensed Prodwaatd/or Licensed Premiums outside the Territoryravkingly sells Licensed Products and/or
Licensed Premiums(s) to a third party who Licerisemvs intends to, or who Licensee reasonably shewdgect intends to, sell or deliver
such Licensed Products and/or Licensed Premiunssdauthe Territory; or

(xiii) Licensee uses any labor that violates argaldabor laws and/or it uses prison, slave ordclaibor in connection with the manufacture of
the Licensed Products and/or Licensed Premiums; or

(xiv) Licensee has made a material misrepresemtatidnas omitted to state a material fact necegsamake the statements not misleading as
they pertain to this Agreement; or

(xv) Licensee shall materially breach any otheeagrent in effect between Licensee on the one hashdliaensor on the other.

(b) In the event any of these defaults occur, Lsoershall give notice of termination in writing lte&censee in the manner prescribed in
Paragraph 16 below. Licensee shall have ten (1€ihbss days from the date of giving notice in whikorrect any of these defaults (except
subdivisions (vii), (viii), (x) and (xii) above wti are not curable), and failing such, this Agreetnsdall thereupon immediately terminate,
and any and all payments then or later due frorerisee hereunder (including Guaranteed Consideyatiail then be immediately due and
payable in full and no portion of those prior payrseshall be repayable to Licensee.

(c) Licensee shall have the right to terminate Adseement without prejudice to any other rightdchtit may have, whether pursuant to the
provisions of this Agreement, or otherwise at lavinoequity, if Licensor defaults in the performanaf any of its obligations provided for in
this Agreement or in the event of a material brdachicensor of its warranties or representaticatsarth in this Agreement. In the event any
such default occurs, Licensee shall give noticewhination in writing to Licensor by certified nhaiicensor shall have thirty (30) days from
the date of giving notice in which to correct amfallt or, if the correction would reasonably takere than thirty (30) days, such additional
time as is needed so long as Licensor diligenthgyes such correction, and failing such correctiois, Agreement shall thereupon
immediately terminate, and any and all Guarantesus(@eration later due from Licensee hereundet sbdbnger be due; provided,
however, that no portion of prior payments hereustiall be repayable to Licensee.

15. FINAL STATEMENT UPON EXPIRATION OR TERMINATIONLicensee shall deliver, as soon as practicablensulater than forty-
five (45) days following expiration or terminatiof this Agreement, a statement indicating the numalpel description of Licensed Products
and/or Licensed Premiums on hand together withsarg#ion of all advertising and promotional matdsirelating thereto. Following
expiration or termination of this Agreement, Liceashall immediately cease any and all manufaguwirihe Licensed Products and/or
Licensed Premium. However, if Licensee has compligd all the terms of this Agreement, includingy Imot limited to, complete and timely
payment of the Guaranteed Consideration and RoPaynents, then Licensee may continue to distrildsite@maining inventory, on a non-
exclusive basis only, for a period not to exceegbtyi (90) days following such expiration (the "Seff Period"), subject to payment of
applicable royalties thereto. In no event, hower@ay Licensee distribute during the Sell-Off Per@mdamount of Licensed Products and/or
Licensed Premiums that exceeds the average amblitemsed Products and/or Licensed Premiums digied during any consecutive
ninety (90) day period during the Term. In the ew@is Agreement is terminated by Licensor for aagson under this Agreement, Licensee
shall be deemed to have forfeited its Sell-Off &earif Licensee has any remaining inventory ofltieensed Products and/or Licensed
Premiums following the Sell-Off Period,
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Licensee shall, at Licensor's option, make avaslabich inventory to Licensor for purchase at oowedost, deliver up to Licensor for
destruction said remaining inventory or furnish_tcensor an affidavit attesting to the destructidrsaid remaining inventory. Licensee shall,
at Licensor's option, deliver to Licensor at norgeaall Artwork (except tooling and tooling aids)ated to the Licensed Products, deliver up
to Licensor for destruction Artwork or furnish tacensor an affidavit attesting to the destructibsaid Artwork. Licensee shall furnish to
Licensor an affidavit attesting to the destructitwmemoval of the Licensed Property from all togland tooling aids. Licensor shall have the
right to conduct a physical inventory in order szertain or verify such inventory and/or statembnthe event that Licensee refuses to pe
Licensor to conduct such physical inventory, Lieshall forfeit its right to the Sell-Off Periodrieunder or any other rights to dispose of
such inventory. In addition to the forfeiture, Lis®r shall have recourse to all other legal rensealmilable to it.

16. NOTICES: Except as otherwise specifically pded herein, all notices which either party heretwraquired or may desire to give to the
other shall be given by addressing the same totther at the address set forth above, or at sudr address as may be designated in writing
by any such party in a notice to the other givethenmanner prescribed in this paragraph. All sumdices shall be sufficiently given when the
same shall be deposited so addressed, postagadpiieghe United States mail and/or when the sahadl have been delivered, so addressed,
by facsimile or by overnight delivery service ahd fate of transmission by facsimile, receipt afroight delivery service or two business
days after mailing shall for the purposes of thigdement be deemed the date of the giving of satiben

17. NO PARTNERSHIP, ETC.: This Agreement does mistitute and shall not be construed as constituifa partnership or joint venture
between Licensor and Licensee. Neither party $teale any right to obligate or bind the other partgny manner whatsoever, and nothing
herein contained shall give, or is intended to garey rights of any kind to any third persons.

18. NO SUBLICENSING/NON-ASSIGNABILITY: This Agreenm¢ shall bind and inure to the benefit of Licenstsr successors and assigns.
This Agreement is personal to Licensee. Licensa# sht sublicense, franchise or delegate to thadies its rights hereunder (except as set
forth in Paragraph 10(b) hereof) without the prigitten consent of Licensor. Neither this Agreememit any of the rights of Licensee
hereunder shall be sold, transferred or assigndddansee and no rights hereunder shall devolveggyation of law or otherwise upon any
receiver, liquidator, trustee or other party. Nahstanding the foregoing, Licensor shall not segkrictive relief to prevent Licensee from
consummating a "change of control" as defined ia&tment A, and any termination of this Agreemena aesult of a "change of control"
shall be in accordance with Paragraph 14(a)(ixyabo

19. BANKRUPTCY RELATED PROVISIONS:

(a) The parties hereby agree and intend that thieément is an executory contract governed by @e865 of the U.S. Bankruptcy Code
("Bankruptcy Code").

(b) In the event of Licensee's bankruptcy, theigsiintend that any royalties payable under thiss@ment during the bankruptcy period be
deemed administrative claims under the Bankruptogelbecause the parties recognize and agree ¢haattkruptcy estate's enjoyment of
Agreement will (i) provide a material benefit tethankruptcy estate during its reorganization @hdény Licensor the benefit of the
exploitation of the rights through alternate mednsng the bankruptcy reorganization.

(c) The parties acknowledge and agree that any delne decision of trustee of the bankruptcy testa assume or reject the Agreement (the
"Decision Period") materially harms Licensor byeiriering with Licensor's ability to alternativelyoit the rights granted under this
Agreement during a Decision Period of uncertairatian. The parties recognize that arranging apjatgalternative exploitation would be a
time consuming and expensive process and thatitrisasonable for Licensor to endure a DecisioioB@f extended uncertainty. Therefore,
the parties agree that the Decision Period shakxreeed sixty (60) days.
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(d) Licensor, in its interest to safeguard its adlie interests (including, without limitation, itgellectual property rights in the Licensed
Property), has relied on the particular skill amdWledge base of Licensee. Therefore, the partiescaviedge and agree that in a bankruptcy
context this Agreement is a license of the typediesd by Section 365(c)(1) of the Bankruptcy Cadd may not be assigned without the
prior written consent of the Licensor.

20. CONSTRUCTION AND DISPUTE RESOLUTION: This Agraent shall be construed in accordance with the tavilse State of
California of the United States of America withoegard to its conflicts of laws provisions. Any aadtcontroversies, claims or disputes
arising out of or related to this Agreement orititerpretation, performance or breach thereof uidiclg, but not limited to, alleged violations
of state or federal statutory or common law rightsluties, and the determination of the scope pligability of this agreement to arbitrate
("Dispute"), except as set forth in subparagraphsd (c), below, shall be resolved accordindnoprocedures set forth in subparagraph (a),
below, which shall constitute the sole dispute Iggmn mechanism hereunder:

(a2) ARBITRATION: In the event that the parties areable to resolve any Dispute informally, then sDitpute shall be submitted to final
and binding arbitration. The arbitration shall b#iated and conducted according to either the JA#t8@amlined (for claims under $250,000)
or the JAMS Comprehensive (for claims over $250)0Qbitration Rules and Procedures, except as restltierein, including the Optional
Appeal Procedure, at the Los Angeles office of JAKISts successor ("JAMS") in effect at the tirhe tequest for arbitration is made (the "
Arbitration Rules"). The arbitration shall be cowtkd in Los Angeles County before a single newtrbitrator appointed in accordance with
the Arbitration Rules. The arbitrator shall foll@alifornia law and the Federal Rules of Evidencadjudicating the Dispute. The parties
waive the right to seek punitive damages and therator shall have no authority to award such dgesaThe arbitrator will provide a
detailed written statement of decision, which Ww#l part of the arbitration award and admissiblarip judicial proceeding to confirm, correct
or vacate the award. Unless the parties agreevaigerthe neutral arbitrator and the members ofagpeal panel shall be former or retired
judges or justices of any California state or fatleourt with experience in matters involving thdegtainment industry. If either party refus
to perform any or all of its obligations under fireal arbitration award (following appeal, if apgdible) within thirty (30) days of such award
being rendered, then the other party may enforeditlal award in any court of competent jurisdintia Los Angeles County. The party
seeking enforcement shall be entitled to an awhedl @osts, fees and expenses, including attorriegs, incurred in enforcing the award, to
be paid by the party against whom enforcementdsred.

(b) INJUNCTIVE RELIEF: Notwithstanding the foregaineither party shall be entitled to seek injuretiglief (unless otherwise precluded
by any other provision of this Agreement) in thatstand federal courts of Los Angeles County.

(c) OTHER MATTERS: Any Dispute or portion thereof,any claim for a particular form of relief (naherwise precluded by any other
provision of this Agreement), that may not be adbéd pursuant to applicable state or federal lay be heard only in a court of competent
jurisdiction in Los Angeles Count

21. WAIVER, MODIFICATION ETC.: No waiver, modificain or cancellation of any term or condition ofstligreement shall be effective
unless executed in writing by the party chargedeivéh. No written waiver shall excuse the perfont@of any acts other than those
specifically referred to therein. The fact that theensor has not previously insisted upon Liceresq@essly complying with any provision of
this Agreement shall not be deemed to be a waifvkicensor's future right to require compliance@spect thereof and Licensee specifically
acknowledges and agrees that the prior forbearanespect of any act, term or condition shall pratvent Licensor from subsequently
requiring full and complete compliance thereaflieany term or provision of this Agreement is héddbe invalid or unenforceable by any
court of competent jurisdiction or any other auttyovested with jurisdiction, such holding shalltradfect the validity or enforceability of any
other term or provision hereto and this Agreeméatlde interpreted and construed as if such tarpravision, to the extent the same shall
have been held to be invalid, illegal or unenfobdeahad never been contained herein. Headingaragpaphs herein are for convenience
and are without substantive significance.
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22. CONFIDENTIALITY: The Artwork and the materiaded information supplied to one party by the otieneunder constitute, relate to,
contain and form a part of confidential and profaig information of the disclosing party, includjrgut not limited to, Style Guides, design
elements, character profiles, unpublished copyeigimaterial, release dates, marketing and promatgirategies, information about new
products, properties and characters, the termsamditions of this Agreement, and other informatrdmich is proprietary in nature or is a
trade secret (collectively, the "Proprietary Infation"). The parties acknowledge and agree thaPtberietary Information is highly
confidential and that disclosure of the Proprietaf@rmation will result in serious harm to the asvrihereof. Among other damage,
unauthorized disclosure of the Proprietary Infoioratvill (i) damage carefully planned marketingaségies, (ii) reduce interest in the
Licensed Property, (iii) make unique or novel elatsef the Licensed Property susceptible to inotatir copying by competitors, infringers
or third parties prior to Licensor's release ofitifermation or materials, (iv) damage proprietprgtection in undisclosed or unpublished
information or materials, and (v) provide unauthed third parties with materials capable of beisgdito create counterfeit and unauthorized
merchandise, audio-visual products or other pragwt of which will seriously damage the partigghts and business. Except as expressly
approved in writing by the owner of the Propriethrformation, the other party shall not reproduceise the Proprietary Information of the
other party and shall not discuss, distribute,alisgate or otherwise disclose the Proprietary mftion or the substance or contents thereof,
in whole or in part, in its original form or in amgher form, with or to any other person or enditiger than employees of the parties and, in the
case of Licensee, third parties who have executedrdributor's Agreement (as provided in Paragi@()) or third party manufacturer's
agreement (as provided in paragraph 10(b)) and &pperoved by Licensor as provided hereunder, aod smployees and third parties shall
be given access to the Proprietary Information ama "need-to-know" basis. The foregoing restitsi shall not apply to any information
which, (i) at the time of disclosure, is in the palomain or which, after disclosure, becomes péthe public domain by publication or
otherwise through no action or fault of the reasjvparty;

(i) information which the receiving party can shaas in its possession at the time of disclosuceveass not acquired, directly or indirectly,
from the other party; (iii) information which wasaeived from a third party having the legal rightransmit the same; (iv) information which
is independently developed, conceived, or creaidtbwt use of or reference to any Proprietary Infation of the other party; or (v)
information which is disclosed pursuant to validicarder, other legal process, or disclosure laws.

23. ENTIRE AGREEMENT: This Agreement constitutes #ntire Agreement between the parties concerhmgubject matter hereof and
cancels and supersedes any prior understandingsgredments between the parties hereto with retperetto. There are no representations,
warranties, terms, conditions, undertakings oratethl agreements, expressed, implied or statubetyyeen the parties other than as expr
set forth in this Agreement.

24. ACCEPTANCE BY LICENSOR: This instrument, whegred by Licensee shall be deemed an applicatipliciense and not a binding
agreement unless and until accepted by Warner Brassumer Products by signature of a duly authdraféicer and the delivery of such a
signed copy to Licensee. The receipt and/or depgysiarner Bros. Consumer Products of any chedklar consideration given by Licen:
and/or delivery of any material by Warner Bros. amer Products to Licensee shall not be deemedaaptnce by Warner Bros. Consu
Products of this application. The foregoing shpls to any documents relating to renewals or modgifons hereof.
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This Agreement shall be of no force or effect uslasd until it is signed by all of the partiesdidtbelow:

AGREED and ACCEPTED: AGREED a nd ACCEPTED:

WARNER BROS. CONSUMER PRODUCTS POORE BR OTHERS, INC.
a division of Time Warner
Entertainment Company, L.P.

By: /s/ Gary R. Simon By: /s/ Eric J. Kufel

Gary R. Simon, Senior Vice President
Business & Legal Affairs

Date: 11/20/02 Date: 11 /18/02

Page 19

[*] = CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN  THIS DOCUMENT, MARKED BY

BRACKETS, HAS BEEN OMITTED AND FILED WITH THE SECURIES AND EXCHANGE COMMISSION ("SEC") PURSUANT TO
SEC RULE 241-2 UNDER THE SECURITIES EXCHANGE ACT OF 1934, AS AMIBED.



EXHIBIT 1
#1377L-WBLT/BIA

CHANNELS OF DISTRIBUTION
DEFINITIONS

LICENSEE MAY SELL THE LICENSED PRODUCTS ONLY THROUWETHE CHANNELS OF DISTRIBUTION AS SPECIFIED
ABOVE IN PARAGRAPH 1(a) OF THIS LICENSE AGREEMENTMD AS SUCH CHANNELS ARE DEFINED IN THIS EXHIBIT 1.
ALL OTHER CHANNELS OF DISTRIBUTION DEFINED IN THIEXHIBIT 1, WHICH ARE NOT SPECIFIED IN PARAGRAPH
1(a) ABOVE, ARE SPECIFICALLY EXCLUDED FROM THIS LIENSE AGREEMENT.

1. "AIRPORT GIFT AND OTHER AIRPORT STORES" shall aregift and other stores located within airporislading Duty-Free Store
Operators (as defined below). Examples of Airpdaft @&d Other Stores include, without limitatiomMARADIES and W.H. SMITH.

2. "AMUSEMENT GAME REDEMPTION" shall mean distribah of products as prizes awarded in amusement game

3. "AMUSEMENT PARK GIFT STORES" shall mean gift sts located within amusement parks, such as SgsFRaramount Parks,
Universal Theme Parks, Dollywood, Walt Disney Waaltt the Disneyland Resort.

4. "ART & CRAFT STORES" shall mean stores that ofte sale primarily art and craft supplies. Exaagpbf Art & Craft Stores include,
without limitation, FAST FRAME, MICHAELS and MICHAES MJ DESIGNS.

5. "ATHLETIC APPAREL & FOOTWEAR STORES" shall meastres that offer for sale primarily athletic apgand footwear. Examples
of Athletic Apparel & Footwear Stores include, vatht limitation, FOOTLOCKER, ATHLETE'S FOOT and CHARS.

6. "AUTOMOTIVE/CARWASH STORES" shall mean (a) stetthat offer for sale primarily automotive supplies(b) stores located at
carwash or gasoline station premises.

7. "BABY SPECIALTY STORES" shall mean stores th#ieofor sale primarily infant apparel, furniturascessories and other products
designed specifically for babies. Examples of B8bgcialty Stores include, without limitation, BABBER US.

8. "BEAUTY SUPPLY STORES" shall mean stores thé¢iofor sale primarily cosmetics, haircare produbtsauty accessories and personal
grooming related items.

9. "BUSINESS TO BUSINESS" shall mean when a licersalls product to another business and the iteidsase used for CORPORATE
GIFTS, PRIZES, ETC.

10. "CAMERA/PHOTO SPECIALTY STORES" shall mean s®that offer for sale primarily camera equipmenrt supplies.

11. "CANDY/CONFECTIONERY SPECIALTY STORES" shall mne stores that offer for sale primarily candy aadfectionery products.
Examples of Candy/Confectionery Specialty Storekuthe, without limitation, FAO SCHWEETZ and THE SWE FACTORY.

12. "CATALOG SHOWROOMS" shall mean stores that pedroad assortment of products for sale primahitpugh a catalog along with
display of samples of products in a showroom. EXampf Catalog Showrooms include, without limitati®ERVICE MERCHANDISE.

13. "CHAIN BOOK STORES" shall mean chain storesfaining twenty (20) or more individual stores)ttbéer for sale primarily books.
Examples of Chain Book Stores include, without fation, B. DALTON, SUPERCROWN, WALDEN BOOKS and BREANO'S.
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14. "CHAIN COMIC BOOK STORES" shall mean chain st®(containing twenty (20) or more individual sg)rthat offer for sale primarily
comic books.

15. "CHAIN DRUG STORES" shall mean chain storesitaming twenty (20) or more individual stores)ttbéfer for sale primarily
prescription and over-the-counter drugs, persoma products and household products. Examples aihdrug Stores include, without
limitation, WALGREENS, RITE-AID, THRIFTY/PAYLESS, /.S./REVCO, THRIFT DRUG, PHAR MOR, LONGS DRUGS A&
COUTU, LONDON DRUGS and SHOPPER'S DRUG MART.

16. "CHAIN JEWELRY STORES" shall mean chain stqjamtaining twenty (20) or more individual storésat offer for sale primarily
jewelry. The "Chain Jewelry Stores" channel shadicifically exclude Guild Jewelers (as defined bgldExamples of Chain Jewelry Stol
include, without limitation, STERLING, BARRY'S, LNPAN'S and HELLSBURG.

17. "CHAIN TOY STORES" shall mean chain stores (aoring twenty (20) or more individual stores) to#fer for sale primarily toys. In
order to be considered a "Toy Store" hereundertatad number of toy-type SKU's (stock-keeping shihust represent eighty percent (80%)
or more of such store's total SKU's. The "Chain Btyres" channel shall specifically exclude Toy &aléy/Better Toy Chain Stores (as
defined below). Examples of Chain Toy Stores ineludithout limitation, TOYS R US.

18. "COFFEE SPECIALTY STORES" shall mean stores dfffer for sale primarily specialty coffee andateld products, such as coffee
mugs. Examples of Coffee Specialty Stores inclwdiout limitation, STARBUCKS, BUZZ COFFEE, GLORI2EANS and THE COFFEE
BEANERY.

19. "COLLEGE/UNIVERSITY STORES" shall mean storesdted on the campuses of colleges or universities.

20. "COMMERCIAL FACILITIES" shall mean offering pducts for sale to architectural firms or interi@s@yners working with commercial
facilities, such as hotels and daycare facilities.

21. "COMPUTER SPECIALTY STORES" shall mean stotex bffer for sale primarily computer equipment angplies. Examples of
Computer Specialty Stores include, without limaati COMP USA.

22. "CONVENIENCE STORES" shall mean stores thagmofibr sale primarily packaged and "quick servifmedd products, are generally of
24 hours a day, and are designed to offer greateranience than larger Supermarket/Grocery St&aamples of Convenience Stores
include, without limitation, 7-11, AM/PM, DAIRY MAR and CIRCLE K.

23. "DENTAL/MEDICAL PROFESSION" shall mean instiioms or offices that provide dental or medical =%, such as hospitals,
laboratories or doctors' offices.

24. "DIRECT MAIL CATALOGS" shall mean catalogs thaffer products for sale and are mailed directlgdasumers' homes. The "Direct
Mail Catalogs" channel shall specifically exclu@gatogs for fundraising purposes which shall béuithed in the "Fundraising” channel
defined below. Examples of Direct Mail Catalogdime, without limitation, SPIEGEL, HEARTH & HOME, DMESTICATIONS,
TAPESTRY, COMPANY STORE, HAMMACHER SCHLEMMER, FINGEHUT, AMWAY, LILLIAN VERNON, REGAL, AVON and
SEARS CATALOG. (continued...)

If Licensor grants to Licensee the right to digitdLicensed Products through any Direct Mail Gagal (a) each such catalog shall be
specified in the Channels of Distribution set fdarttParagraph I(a) of the License Agreement ormttse expressly approved in writing by
Licensor on a case-by-case basis, and (b) eachcati@log depicting or referring to the Licensedd®ieis or the Licensed Property must be
submitted to Licensor for prior written approvalaacordance with Licensor's Brand Assurance paliaied procedures.

25. "DIRECT RESPONSE" shall mean print advertiseimieee standing inserts ("FSI's") and other praor@l material (except catalogs) t
are mailed directly to consumers' homes for th@@se of soliciting product sales directly from comers. The "Direct Response” channel
shall specifically exclude direct mail catalogs eihshall be included in the "Direct Mail Catalodiannel defined above.
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If Licensor grants to Licensee the right to digitdLicensed Products through Direct Response, péichadvertisement, FSI and other
promotional material depicting or referring to thieensed Products or the Licensed Property musubenitted to Licensor for prior written
approval in accordance with Licensor's Brand Asscegolicies and procedures.

26. "DOOR-TO-DOOR SOLICITATION" shall mean offerimgoducts for sale through personal visits by sgesons to consumers' homes.

27. "DUTY-FREE OPERATORS" shall mean (a) storesallguocated in transit locations (i.e. airportssflight, train, ferry stations, cruise
lines and ports) which offer products for salerttieinational travelers free of taxes and duties(ahdales offered to diplomat shops, diplol
suppliers and individual diplomats free of taxed/anduties. If Licensor grants to Licensee thétrig distribute products through Duty-Free
Operators, such channels of distribution (likeotiler channels of distribution granted) shall batkd to those stores located within the
Territory.

28. "EDUCATIONAL INSTITUTIONS" shall mean offeringroducts (generally books) for sale to public avae schools or other
educational institutions. Examples of Educatiomatitutions include, without limitation, the Los geles Unified School District.

29. "EDUCATIONAL SPECIALTY STORES" shall mean stsrhat offer for sale primarily educational produdxamples of Educational
Specialty Stores include, without limitation, IMARBARIUM and NATURE COMPANY.

30. "ELECTRONICS STORES" shall mean stores thardfr sale primarily electronic products. Exampé&lectronics Stores include,
without limitation, CIRCUIT CITY, FRY'S and BEST BU

31. "FAMILY RESTAURANTS" shall mean a food serviestablishment or group of food service establishm#rat offer a sit down meal
menu conducive to all members of the family andegelty offers table service to customers. Exampfdsamily Restaurants include, without
limitation, DENNY'S and FRIENDLY'S.

32. "FASHION ACCESSORY STORES" shall mean stores dfifer for sale primarily costume jewelry, haicassories and other fashion
accessories. Examples of Fashion Accessory Stockale, without limitation, CLAIRE'S BOUTIQUE, AFTRETHOUGHTS, IT'S ABOUT
TIME, PIERCING PAGODA, ARDENE and BENTLEY'S.

33. "FASHION SPECIALTY BOUTIQUES" shall mean stottésit offer for sale primarily fashion apparel puot Examples of Fashion
Specialty Boutiques include, without limitation, ER SEGAL, URBAN OUTFITTERS, AMERICAN RAG, and DRS]

34. "FLORISTS" shall mean stores or companiesdffat for sale primarily flowers. Examples of Flsts include, without limitation,
CONROY'S, FTD and 1-800-FLOWERS.

35. "FOOD SERVICE" shall mean locations that previdod service to consumers in cafeterias, hosfaital services, school lunch
programs, and similar institutional food servicedtions.

36. "FUNDRAISING" shall mean offering products f&ale through catalogs, direct mail brochures, grirpgrams and in-school sales, which
are used by schools and charitable, religious leeratrganizations to raise funds. Examples of Faisgirg companies include, without
limitation, GIFTCO, SPRINGWATER and DARLINGTON FARM

37. "FURNITURE STORES" shall mean stores that difersale primarily furniture. Examples of Furnigustores include, without limitation,
WICKES, HOMEMAKERS, KIDDLES and LEVITZ.

38. "GARDEN SPECIALTY STORES" shall mean storeg tiféer for sale primarily garden supplies and pdaExamples of Garden
Specialty Stores include, without limitation, Armwsig's, Callaway's and Wolf Nurseries.

39. "GIFT RETAILERS" shall mean stores that (aoffroducts for sale that are in somewhat relatedyct categories and are known as
"gifts" in the trade, which products generally alassified in the trade as "better" quality andlagher priced (as compared to National and
Regional Discount/Mass Retailers' products), (bhdbusually discount merchandise or sell it aafyereduced prices, (c) usually focus m
on aesthetics
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in merchandise displays than on price, and (d) gdigaequire individual store servicing by supptien merchandise set-up, display, SKU
maintenance and reordering. Suppliers to Gift Ratatypically advertise in trade publications, sas "GIFT & STATIONERY
BUSINESS", "GIFTWARE NEWS" and "GIFTS & DECORATIVECCESSORIES". Suppliers to Gift Retailers usualiglide companies
such as Enesco, Midwest of Cannon Falls, New Gre&tnterprises, Dale Tiffany, Pacific Rim, Ande Reg, Waterford, GiftCraft, Carson
Industries, Possible Dreams, Lenox, Department&fion, Swarovski and Flambro. The "Gift Retailecsiannel shall specifically exclude
Novelty Gift Stores (as defined below), D-Free Store Operators (as defined above), and Aifift and Other Airport Stores (as defined
above).

40. "GOURMET FOOD SPECIALTY STORES" shall mean stothat offer for sale primarily gourmet and spiégigod products. Example
of Gourmet Food Specialty Stores include, with@uithtion, BRISTOL FARMS, WHOLE FOODS and GELSONS.

41. "GREETING CARD STORES" shall mean stores tlffgrdor sale primarily greeting cards. ExamplesSséeting Card Stores include,
without limitation, HALLMARK.

42. "GUILD JEWELERS" shall mean stores that offar$ale primarily fine jewelry which is generalliassified in the trade as "best" or
"highest" quality. Examples of Guild Jewelers ird#yuwithout limitation, MAYERS, ROGERS and BAILEYABIKS & BIDDLE.

43. "HOBBY & MODEL STORES" shall mean stores thfeofor sale primarily hobby and model supplies.

44. "HOME IMPROVEMENT STORES" shall mean storeg thféer for sale primarily hardware and home impgment supplies. Examples
of Home Improvement Stores include, without limidat HOME DEPOT, OSH, HOME BASE, LOWES and HOME HBW/ARE.

45. "HOME SPECIALTY STORES" shall mean stores thféér for sale primarily bedding, towels and othathroom products, kitchen
merchandise and housewares. Examples of Home Spekfares include, without limitation, STROUDS NENS 'N' THINGS, 3D BED &
BATH, BED/BATH/BEYOND and LUXURY LINENS.

46. "ICE CREAM SHOPS" shall mean stores that difersale primarily ice cream, ice cream cakes amilar frozen dessert products.
Examples of Ice Cream Shops include, without littota BASKIN-ROBBINS, DAIRY QUEEN and BEN AND JERRS SHOPS.

47."IN-STORE BAKERIES" shall mean the in-store bgkdepartments within Supermarket/Grocery Sta¥asional and Regional
Discount/Mass Retailers and Warehouse Clubs. Sephartiments offer for sale primarily freshly bakeddas, cakes, cookies and similar
bakery items.

48. "INTERNET" shall mean offering products fores#ihrough the electronic network known as the treer

49. "MALL CLOTHING SPECIALTY STORES" shall mean s&s that offer for sale primarily clothing and éreated within a mall.
Examples of Mall Clothing Specialty Stores includéthout limitation, MILLERS OUTPOST, WET SEAL, ACOIN DES PETITES, LA
SENZA, SUZIE SHIER and REITMANS.

50. "MID-TIER DEPARTMENT STORES" shall mean stores thatmofi@ducts for sale in a broad assortment of utedlaroduct categorie
which products are generally classified in thedrad "better”" (but not "best") quality productsaBEwles of Mid-Tier Department Stores
include, without limitation, JC PENNEY, SEARS, MERW'S, STEINMART, KOHLS, FRED MEYER, THE BAY, CLEMONand
SIMON'S.

51. "MILITARY EXCHANGE SERVICES" shall mean militprtheadquarters as well as individual bases of arianel/or airforces of each
country within the Territory. Examples of Militagxchange Services include, without limitation, UARMY AND AIRFORCE
EXCHANGE SERVICE ("AAFES") AND THE CANADIAN FORCE&EXCHANGE SERVICE ("CANEX"). If Licensor grants toitensee
the right to distribute products through Militarxdhange Services, such channel of distributionl &tealimited to the Military Exchange
Services of the countries within the Territory, bhall include all of such Military Exchange Seeststores located anywhere in the world.
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52. "MUSIC/VIDEO STORES" shall mean stores thaeofbr sale primarily musical recordings, on contghscs, cassettes or other media,
and/or movie recordings on videos, laser disksloeromedia for home use by consumers. Examplesusid¥ideo Stores include, without
limitation, BLOCKBUSTER, MUSICLAND, TOWER RECORD¥,|RGIN RECORDS, WHEREHOUSE RECORDS, SAM GOODY'S and
SUNCOAST.

53. "NATIONAL DISCOUNT/MASS RETAILERS" shall meariges that (a) have nation-wide distribution, (ffeoproducts for sale in a
broad assortment of unrelated product categoribighaproducts generally are not classified in thelé¢ as "better/best" quality products, (c)
are usually "self-service" with more of an emphasiprice than aesthetics, and (d) generally doewiire individual store servicing by
suppliers. Suppliers to National Discount/Mass Raatypically advertise in trade publicationsghias "DISCOUNT STORE NEWS" and
"DISCOUNT MERCHANDISER", and usually attend the IMRInternational Mass Retailer Association) tratiews. The "National
Discount/Mass Retailers" channel shall specificaltglude the in-store bakery departments of sumtest which shall be included in the "In-
Store Bakeries" channel defined above. Exampléatibnal Discount/Mass Retailers include, withamotitation, WALMART, K-MART,
TARGET, ZELLERS, BIWAY and CANADIAN TIRE.

54. "NON-CHAIN BOOK STORES" shall mean stores angys of stores (containing fewer than twenty (2@)vidual stores) that offer for
sale primarily books.

55. "NON-CHAIN COMIC BOOK STORES" shall mean stomgsgroups of stores (containing fewer than twdgg) individual stores) that
offer for sale primarily comic books.

56. "NON-CHAIN DRUG STORES" shall mean stores ayugrs of stores (containing fewer than twenty (2@jvidual stores) that offer for
sale primarily prescription and over-the-countergd; personal care products and household products.

57. "NON-CHAIN JEWELRY STORES" shall mean storegjovups of stores (containing fewer than twenty) {Afividual stores) that offer
for sale primarily jewelry. The "Non-Chain JeweByores" channel shall specifically exclude Guilddkers (as defined above).

58. "NON-CHAIN TOY STORES" shall mean stores orups of stores (containing fewer than twenty (2@)vidual stores) that offer for

sale primarily toys. In order to be considered ay"Btore" hereunder, the total number of toy-tyg&S must represent eighty percent (80%)
or more of such store's total SKU's. Examples afi{@bhain Toy Stores include, without limitation, TBOT'S TOYLAND and TONS OF
TOYS, INC.

59. "NON-MALL CLOTHING SPECIALTY STORES" shall meastores that offer for sale primarily clothing aar@ not located within a
mall. Examples of Non-Mall Clothing Specialty Steiaclude, without limitation, KIDS MART, KIDS R USCLOTHESTIME and
FASHION BUG.

60. "NOVELTY GIFT STORES" shall mean stores thdeofor sale primarily novelty gift items. The "NeNy Gift Stores” channel shall
specifically exclude Airport Gift and Other Airpdstores and Duty-Free Operators (as such termdedireed above). Examples of Novelty
Gift Stores include, without limitation, SPENCERISd IT STORES.

61. "OFF-PRICE/CLOSEOUT STORES" shall mean stdnas affer for sale primarily discounted apparel atfier merchandise. Examples
of Off-Price/Closeout Stores include, without liatibn, MARSHALL'S, T.J. MAXX, ROSS DRESS FOR LESHT OR MISS, TUESDAY
MORNING and WINNERS.

62. "OFFICE SPECIALTY STORES" shall mean stores dfger for sale primarily office supplies. Examglef Office Specialty Stores
include, without limitation, OFFICE DEPOT, STAPLE&d OFFICE MAX.

63. "OUTLET STORES" shall mean stores that offersiae primarily discounted merchandise of a paldicmanufacturer or retailer.

64. "PARTY STORES" shall mean stores that offersfale primarily party supplies. Examples of Patiyr&s include, without limitation,
PARTY CITY and PARTY WORLD.
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65. "PET STORES" shall mean stores that offer & primarily pet supplies. Examples of Pet Stamekide, without limitation, PETCO ar
PETSMART.

66. "QUICK SERVICE RESTAURANTS" shall mean a foazhdce establishment or group of food service distaiments that offer rapid
meal menus to consumers and generally do not @ffide service to customers. Examples of Quick $erRestaurants include, without
limitation, SUBWAY and BURGER KING.

67. "REGIONAL DISCOUNT MASS RETAILERS" shall meatoees that (a) have regional distribution, (b) gafig offer products for sale
in a broad assortment of unrelated product categowhich products generally are not classifiethétrade as "better/best" quality products,
(c) are usually "self-service" with more of an erapis on price than aesthetics, and (d) generallyodoequire individual store servicing by
suppliers. Suppliers to Regional Discount/Mass Retatypically advertise in trade publications¢lhas "DISCOUNT STORE NEWS" and
"DISCOUNT MERCHANDISER", and usually attend the IMRIntemational Mass Retailer Association) tradevghThe "Regional
Discount/Mass Retailers" channel shall specificaltglude the in-store bakery departments of sumtest which shall be included in the "In-
Store Bakeries" channel defined above. Examplé&gional Discount/Mass Retailers include, withamitation, MEIJERS, CALDOR,
AMES, BRADLEES, HILL'S, ROSE'S, VENTURE, SHOPKO, CTER, FIELDS, GIANT TIGER, HARTS, NORTHWEST and SAA
STORES.

68. "RETAIL BAKERIES" shall mean stores that offer sale primarily freshly baked breads, cakeskizsoand similar bakery items. The
"Retail Bakeries" channel shall specifically exaud-Store Bakeries (as defined above).

69. "SCHOOL BOOK CLUBS/FAIRS" shall mean offeringopucts for sale through book catalogs distributettachers and students at
public or private schools (usually elementary @hhschool) or through book fairs conducted on tternises of such schools. Examples of
School Book Clubs/Fairs include, without limitatjofroll Book Club and Scholastic Book Fair.

70. "SOUVENIR STORES" shall mean stores that dffesale primarily souvenirs.

71. "SPORTING GOOD STORES" shall mean stores tfiat tor sale primarily sporting goods, equipmeathletic apparel, and other
merchandise that reflects a sports theme. Exanopl&porting Good Stores include, without limitati@iG 5 and SPORTS CHALET.

72. "SPORTS STADIUM SHOPS" shall mean concessierstiops located within stadiums or arenas whemgisg@vents are held.

73. "STATIONERY STORES" shall mean stores that ofiée sale primarily stationery. Examples of StaBoy Stores include, without
limitation, FARR'S STATIONAIRES.

74. "STREET VENDORS" shall mean individual merclsanho offer products for sale in stands, boothstber non-permanent structures
usually located on the sidewalk and designed taatpassing pedestrians.

75. "SUPERMARKET/GROCERY STORES" shall mean stdhes offer for sale primarily packaged food produdthe
"Supermarket/Grocery Stores" channel shall spedifiexclude the in-store bakery departments ohsiores, which shall be included in the
"In-Store Bakeries" channel defined above. The &nunarket/Grocery Stores" channel shall specificakglude Gourmet Food Specialty
Stores (as defined above) and Convenience Stsete{med above). Examples of Supermarket/GroctameS include, without limitation,
KROGER, SAFEWAY, AMERICAN STORES, ALBERTSON'S, WINBIXIE, FOOD LION, VON'S, FINAST, RALPHS, MARSH and
SUPERSTORES.

76. "SWAP MEETS/FLEA MARKETS" shall mean offeringgalucts for sale through organized events knowswasp meets or flea markets,
which involve a group of vendors offering for salgariety of products, often collectibles or andqu

77. "TELEVISION HOME SHOPPING" shall mean offeripgoducts for sale through cable and broadcastisédey including infomercials,
QVC and Home Shopping Network. The "Television Hdm@pping" channel shall specifically exclude s#éiesugh the Internet, CD-
Interactive and other electronic media.
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78. "THEATRICAL CONCESSIONS" shall mean the retagltion that sells such items as popcorn, sodaamdly within chain and non-
chain movie theater locations such as Cineplex @dewews and Cinemark.

79. "TOY SPECIALTY/BETTER TOY CHAIN STORES" shallean companies that offer for sale primarily spégimys. Examples of Toy
Specialty/Better Toy Chain Stores include, withiimitation, FAO SCHWARZ, ZANY BRAINY, IMAGINARIUM, and NOODLE
KIDOODLE.

80. "TOY WHOLESALERS" shall mean companies thaeofbr sale primarily toys to retail stores. In erdo be considered a "Toy
Wholesaler" hereunder, the total number of toy-tgpé)'s must represent eighty percent (80%) or nobseich wholesaler's total SKU's.

81. "TRACKSIDE - CART" shall mean offering produdts sale at races organized and sponsored by Gbasipp Auto Racing Teams.

82. "TRACKSIDE - NASCAR" shall mean offering prodador sale at races organized and sponsored hyatienal Association for Stock
Car Racing.

83. "TRACKSIDE - NHRA" shall mean offering produdts sale at races organized and sponsored by dtierikl Hot Rod Association.

84. "UPSTAIRS DEPARTMENT STORES" shall mean stdhed (a) offer products for sale in a broad assentnof unrelated product
categories, which products are generally classifidtie trade as "best" quality products, and (BBra high level of customer service with a
strong emphasis on store aesthetics. Examples sthigp Department Stores include, without limitafiBLOOMINGDALE'S, MACY'S,
NORDSTROM, MAY DEPARTMENT STORES, SAKS FIFTH AVENUBREIMAN MARCUS and DILLARDS.

85. "WVENDING MACHINES" shall mean self-containedtamated dispensing equipment operated by inseofi@oin or paper currency or
the equivalent thereof (i.e. debit cards, creditisaetc.).

86. "WALL DECOR STORES" shall mean stores that ioffe sale primarily wall decor products. ExampbédNVall Decor Stores include,
without limitation, DECK THE WALLS, AARON BROTHER@&Nd PRINTS PLUS.

87. "WAREHOUSE CLUBS" shall mean stores that oftersale products in large sizes and quantitiek wibre of an emphasis on price tl
service or store aesthetics. The "Warehouse Clherinel shall specifically exclude the in-storedrgikdepartments of such stores, which
shall be included in the "In-Store Bakeries" chdmiedined above. Examples of Warehouse Clubs imgludthout limitation, SAM'S CLUB
and PRICE COSTCO.

88. "WBSS INTERNATIONAL" shall mean the retail stsrknown as Warner Bros. Studio Stores, which peeated outside the United
States.

If Licensor grants to Licensee the right to selidnised Products to WBSS International: (a) suditgighall be worldwide, notwithstanding
any restrictions as to "Territory" contained in thgreement, and (b) such rights shall be non-ekausotwithstanding any exclusivity
provisions contained in the Agreement.
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EXHIBIT 2
#13771-WBLT/BIA

CONTRIBUTOR'S AGREEMENT

l, , the undersigr@ohttibutor”), have been engaged by POORE BROTHHRG, ("Licensee") to wor
on or contribute to the creation of Licensed Praslutescribed as icbpdee under an agreement
between Licensee and Warner Bros., a division ofeTWarner Entertainment Company, L.P., c/o WarmesBConsumer Products, a
division of Time Warner Entertainment Company, L(®arner") dated

| understand and agree that the Licensed Prodardsall Artwork or other results of my services lficensee in connection with such
Licensed Products ("Work") is a "work made for hifger Warner and that all right, title and inter@stand to the Work shall vest and remain
with Warner. | reserve no rights therein. Withaatiting the foregoing, | hereby assign and transéeWarner all other rights whatsoever, in
perpetuity throughout the universe which | may havevhich may arise in me or in connection with Werk. | hereby waive all moral rights
in connection with such Work together with any ottights which are not capable of assignment. thieir agree to execute any further
documentation relating to such transfer or waiveretating to such Work at the request of Warnektioensee, failing which Warner is
authorized to execute same as my Attorney-in-Fact.

Contributor:

Signature

Print Name

Address

Country

Date
Warner Bros. Consumer Products:

By:

Date:
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EXHIBIT 3
#13771-WBLT/BIA

WARNER BROS. CONSUMER PRODUCTS
4000 Warner Boulevard

Bridge Building 156 South - 4th Floor
Burbank, CA 91522

Re: Approval of Third Party Manufacturer
To Whom It May Concern:

This letter will serve as notice to you that purgua Paragraph 10(b) of the License Agreementddate , 200_
between WARNER BROS., A DIVISION OF TIME WARNER ERRTAINMENT COMPANY, L.P. and POORE BROTHERS, INC.
("Licensee"), we have been engaged as the manuadtu Licensee in connection with the manufactuirthe Licensed Products as defined
in the aforesaid License Agreement. We hereby aglauge that we may not manufacture Licensed Predact or sell or distribute Licens
Products to, anyone other than Licensee. We hdtether acknowledge that we have received a copghiefelevant terms and conditions .
are cognizant of the terms and conditions set fioraid License Agreement and hereby agree torebsleose provisions of said License
Agreement which are applicable to our function asufacturer of the Licensed Products. It is expyagsderstood that we are obligated to
comply with all local laws, including without lin@tion, labor laws, wage and hour laws and antirgiisnation laws and that you or your
representatives shall, at anytime, have the riginigpect our facilities and review our recordemgure compliance therewith. It is understood
that this engagement is on a royalty free basiglaatdwve may not subcontract any of our work withyaur prior written approval.

We understand that our engagement as the manwgaédur_icensee is subject to your written approVéé request, therefore, that you sig
the space below, thereby showing your acceptanoaroéngagement as aforesaid.

Very truly yours,

Manufacturer/Company Name

Signature

Print Name

Address

Country

Date

Product(s) Manufacturing

AGREED and ACCEPTED:

WARNER BROS. CONSUMER PRODUCTS
a division of Time Warner

Entertainment Company L.P.

By: GaryrRoigiSenior Vice President Business & Legal Affairs

Date:
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ATTACHMENT A
#13771-WBLT/BIA

(&) "Change of Control" means and includes eathefollowing:

(1) Any transaction or series of transactions, whgrany person (as that term is used in Sectican@i3L4(d)(2) of the Securities Exchange
Act of 1934, as amended (the "Exchange Act"), ibamomes the beneficial owner (as that term is irs&gction 13(d) of the Exchange Act)
directly or indirectly, of securities of the Licaesrepresenting more than fifty percent (50%) efdtbmbined voting power of the Licensee's
then outstanding securities; PROVIDED, that forgmses of this paragraph, the term "person” shalliee (A) a trustee or other fiduciary
holding securities under an employee benefit pfah® Licensee or a subsidiary of Licensee anda(Byrporation owned directly or indirec
by the stockholders of the Licensee in substagttak same proportions as their ownership in thehsee;

(2) Any merger, consolidation, other corporate gamization or liquidation of the Licensee in whtble Licensee is not the continuing or
surviving corporation or entity or pursuant to whihares of Stock would be converted into cashyriiss, or other property, other than (2
merger or consolidation with a wholly owned sukbeigj (B) a reincorporation of the Licensee in dedlédnt jurisdiction, or (C) other
transaction in which there is no substantial chandbe stockholders of the Licensee;

(3) Any merger or consolidation of the Licenseewat into another entity or any other corporategaaization, if more than fifty percent
(50%) of the combined voting power of the contirquar surviving entity's securities outstanding inaiiagely after such merger, consolidat
or other reorganization is owned by persons whaewet stockholders of the Licensee immediatelyrgosuch merger, consolidation or
other reorganization;

(4) The sale, transfer, or other disposition oalsubstantially all of the assets of the Licensee

(5) A change or series of related or unrelated gharin the composition of the Board of Directordicensee, during any twenty-four (24)
month period beginning on the first anniversaryhaf date of this Agreement, as a result of whiekefethan fifty percent (50%) of the
incumbent directors are directors who either (J baen directors of the Licensee on the later ofi $iist anniversary or the date twenty-four
(24) months prior to the date of the event that emystitute a Change of Control (the "Original Bis") or

(i) were elected, or nominated for election, te Board of Directors of the Licensee with the afifitive votes of a least a majority of the
aggregate of the Original Directors who were stilbffice at the time of the election or nominatamd the directors whose election or
nomination was previously so approved.

Exhibit 3 - Page 2

[*] = CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN  THIS DOCUMENT, MARKED BY
BRACKETS, HAS BEEN OMITTED AND FILED WITH THE SECURIES AND EXCHANGE COMMISSION ("SEC") PURSUANT TO
SEC RULE 24}1-2 OF THE SECURITIES EXCHANGE act of 1934, AS AMENDE



ATTACHMENT B
(CLOSING REPORT)

PROMOTION PROGRAM EVALUATION SHEET

PARTNER: DATE:

VALUE/IMPRESSIONS PER ELEMENT:

TIMING VALUE ($) IMPRESSIONS ($)

PRINT:

RADIO:

ON-PACK:

POP:

PREMIUMS
(AMOUNT #):

OTHER:
(PLEASE DESCRIBE)

TOTAL

BRIEF PROGRAM DESCRIPTION:

RESULTS:
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COMMENTS:
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EXHIBIT 10.35

LICENSE AGREEMENT
THIS AGREEMENT is entered into as of July 19, 2@h8reinafter the "Effective Date"),
BETWEEN:

M.J. QUINLAN & ASSOCIATES PTY. LIMITED, a companycorporated under the laws of New South Walesg(hefter called
"Quinlan"), its registered office is at 28/8-12 \&ah Street, Cronulla, N.S.W., 2230, Sydney, Aliatra

AND

POORE BROTHERS, INC., a Delaware corporation, tghprincipal place of business at 3500 S. La Caniatve, Goodyear, AZ 85338,
U.S.A., on behalf of itself and all existing anddefter acquired or created subsidiaries or otheiness entities directly or indirectly
controlled by Poore Brothers, Inc., (hereinaftdlemtively referred to as "Poore Brothers" or théceénsee").

PREAMBLE
WHEREAS:

A. Quinlan has been, is and will be engaged irbisness of research and development to manufagiweess and package 3-dimensional
hollow fried snack food products (hereinafter tRedduct"), including without limitation a kangarsbaped Product. In conducting its
business, Quinlan has and will acquire technicpkernce, know-how, skill and specialized knowledgd information, and has developed
and acquired, and will develop and acquire prodactethods, computer programs, specifications, fitae) recipes, ideas, inventions,
designs and improvements thereto in connection thighmanufacturing, processing and packaging thduet (hereinafter "Know-How"),
including without limitation the kangaroo-shapeadRrct.

B. Quinlan is, and will become, the owner of patagitts (including without limitation U.S. Letterakent No. 5,268,187), design patent rights
(including without limitation U.S. Design Patent §d>343,495 and D371,671), copyrights, trademayttsi (including without limitation for
"Jumpy's" if granted) and trade secret rights amgrovements thereto in relation to the Producttarttie KnowHow (hereinafter collectivel
referred to as the "Intellectual Property").

C. Poore Brothers wishes to obtain a license frarmi@n to use the Intellectual Property and othéarigible rights pertaining to the Product
and the Know-How pertaining to the manufacturingcessing, packaging, marketing and promoting eRtoduct.
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D. Poore Brothers is engaged in the manufactureraariteting of food products, in particular snaci&ds, and has technical experience,
know-how, skill and specialised knowledge, inforimat production methods, specifications, formutaejpes and designs, in particular but
without limitation relative to the manufacture diegted 2-D snack foods products, some of which @g@mmon with the Know-How utilised
to manufacture, process or package the Product.

IT IS HEREBY AGREED AS FOLLOWS:
ARTICLE (1)

Paragraphs A through D of the above Preamble ate phthis Agreement and are meant to be enfoleeatd to create rights and duties to
the same extent as any and all other provisioisi®fAgreement.

ARTICLE (2)
RIGHTS

1. Quinlan hereby grants to Poore Brothers an sk@uicense (except as provided in Paragraph 3ddiately below) to use all Intellectual
Property and Know-How to manufacture, process, pgekmarket, promote and sell the Product in thigediStates of America including its
territories, military bases and facilities and @@mmonwealth of Puerto Rico (hereinafter colledtitae "Territory") and to sublicense third
parties to manufacture, process, package, manahqgie, and sell the Product in the Territory.

2. For as long as this Agreement is in effect, Guinwill not, directly or indirectly, grant a rigld use the Intellectual Property or the Know-
How to any other third party to manufacture, prec@ackage, market, promote or sell Product witténTerritory and will not itself
manufacture, process, package, market, promotelldP®duct in the Territory.

3. The Licensee agrees that it is not granted utiEAgreement any rights to manufacture for salénird parties, the specialized patented
sheeting equipment claimed in US Letter Patent& 8, the rights to which have been licensed tattdad Control Pty. Ltd. of San
Francisco, California.

4. To effect the transfer in useable form of the@WrHow and Intellectual Property from Quinlan toolR® Brothers, Quinlan shall disclose to
Poore Brothers, as soon as reasonably practictibtetlze Effective Date of this Agreement but inex@nt later than thirty (30) days after the
effective date of this Agreement, all Know-How dntellectual Property in
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tangible form as would be reasonably necessarg fierson skilled in the snack food business tdbeta manufacture, process, package,
market, promote and sell 3-dimensional hollow f@@ck food products.

5. Any modification or improvement by Quinlan tetknow-How or Intellectual Property made beforetmenination of this Agreement
shall be included in the license to Poore BrothétBout additional charge or fee due to QuinlanyAmodification or improvement by Poore
Brothers to the Know-How or Intellectual Propeitcluding without limitation any intellectual progig rights to such modification or
improvement, shall be owned by Poore Brothers. Hewehe use by Poore Brothers of any such modiifinar improvement shall not be
used to reduce the Licensee's obligations undeAieement to pay the fees and royalties as spedif Article 4.

6. Poore Brothers shall use reasonable commefédat,econsistent with Poore Brothers' businessigléo promote the sale of the Product in
the Territory. Nothing in this Agreement or othesevishall prevent Poore Brothers from manufactupnggessing, packaging, marketing,
promoting or selling, for itself or any third pargnywhere in the world including the Territoryyanack food product other than the Product,
even if such snack food product competes directily the Product. However, Poore Brothers shallsatitthe Product outside the Territory or
to any person or entity that Poore Brothers knawsalve the intention of reselling or otherwiserdlisiting the Product outside the Territory
without the express prior written permission of Qan.

ARTICLE (3)
TECHNICAL SERVICES
To assist the Licensee, Quinlan will:

1. Provide the Licensee with written specificatiémsprocess machinery and will give the Licensamas and contact details of U.S.A. based
equipment manufacturers and suppliers.

2. Where practicable, advise on the modificatiatapation and suitability of Licensee's existingms and equipment to manufacture, pro
and package the Product.

3. Provide the Licensee in writing with raw matksipecifications and suitable U.S.A. based supplier

4. If requested by the Licensee and giving Quimeasonable notice, attend production trials and sfaof production of the Product in the
Licensee's Bluffton Plant subject to agreementigylticensee to reimburse Quinlan's actual and nedde costs and expenses in relation to
this attendance. The length of Quinlan's attendandeof Poore Brothers' duty to reimburse Quinlantsial and reasonable costs and
expenses will be mutually agreed in writing by RoBrothers and Quinlan.
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5. Promptly inform and disclose in tangible forntlie Licensee all improvements, additions, alterstiand modifications which it may
develop, learn or discover from time to time retate the Product, Know-How and Intellectual Propevithout payment by the Licensee of
any further charges, fees or royalties.

6. The Licensee shall provide Quinlan with samplethe Product including the packaging from timeihoe upon written request for quality
analysis and guidance in technical and marketingersa but no more often than once in any threen@th period.

ARTICLE (4)
FEES AND ROYALTIES

1. In consideration of the obligations and serviges/ided by Quinlan and the rights granted toltitensee according to the terms of this
Agreement, the Licensee shall pay to Quinlan feelsrayalties as follows:

A. Except as otherwise provided in paragraph 4 micke 8, a royalty calculated as [*] of the Licess Net Sales of the Product to
wholesalers, distributors or retailers (collectywélrade"). In the case that the Licensee sellBntintermediate marketing or distribution
company or the like wholly or partly owned or catigd by the Licensee, then the royalty shall Heuwdated based on the Net Sales of such
company of the Product to the Trade.

B. "Net Sales" shall mean [*].

C. Quinlan will be paid a technical fee of [*] p#aty (in addition to actual and reasonable relatetiscand expenses) for services and
attendance at production trials and start-up oflpction of the Product as provided under Articlp&agraph 4. However, any payments of
daily fees by Licensee shall be credited againgtrayalties payable to Quinlan in the first fullareafter commencement of sales of Product.

2. The royalty fees shall be calculated, due aydiple quarterly (every three (3) months). Paymsh#dl be made within thirty (30) days af
the end of each calendar quarter.

3. If any sum payable pursuant to this Agreemeal siot have been paid to Quinlan by the due datd,unless the delay is due to or is a
result of causes or reasons beyond the Licensaesotor command, the Licensee shall (without prgjudice to any other claims or
remedies of Quinlan) pay interest thereon to Quimlaa per annum rate two percent (2%) above theegending rate of Wells Fargo Bank,
N.A., then prevailing. The interest is payableaspect of the period commencing on the due dateegbayment and ending on the actual |
of payment at the prevailing
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rates over this period. Any exchange rate losesedf by Quinlan in Australian dollars as a restithe payment of royalties by Licensee
than sixty days after the due date for such paynwélitoe paid by the Licensee unless the delaguis to or is the result of causes or reasons
beyond the Licensee's control or command.

4. Payments by Licensee hereunder shall be madaréyransfer to a bank account specified in wgithy Quinlan to Licensee at least thirty
(30) days before the due date of payment.

ARTICLE (5)
RECORDS

The Licensee shall keep accounts and provide Quinith a sales statement within thirty (30) daysrirthe end of each calendar quarter
(three (3) months) which statement shall indich&eihformation necessary to show how the royaltystach calendar quarter was calculated.
Quinlan shall be entitled to have the account$eflticensee with respect of the Product examineal tgrtified public accountant acceptable
to Poore Brothers during Poore Brothers normalr®ss hours or at such other time agreed to byahép and in such a manner so as not to
adversely effect the conduct of Poore Brothersinass. The cost of the examination by the accotimtdinbe paid by Quinlan unless the
royalties paid by the Licensee are found to be rtizaila 5% less than the amount due pursuant teethestof this Agreement. But in no event
shall Poore Brothers be obligated to pay any cbstich an examination in excess of the royalty améaund not to have been paid. If any
such examination finds that Poore Brothers paidemoyalties than were due, Poore Brothers shalh@eedit against future royalty payme

in the amount of such overpayment less the cofteoéxamination, which examination cost shall aeed the credit for overpayment of
royalties. Quinlan shall not have the right to dathan examination of Poore Brothers' accounts riame once in any twelve (12) month
period.

ARTICLE (6)
INTELLECTUAL PROPERTY RIGHTS & CONFIDENTIALITY

1. The Know-How and Intellectual Property togetith all subsequent improvements thereto made bpl@uand licensed to the Licensee
shall remain the property of Quinlan at all timesl anay only be used by the Licensee in accordaiitbethe terms of this Agreement and all
rights thereto revert to Quinlan on expirationawiul termination of this Agreement.

2. For the period set forth in Article (6), parggied below in so far as the Know-How and any Licgrieade secrets are not publicly known,
the Licensee will not, without prior written agreemt from Quinlan, intentionally divulge the Know-Wptrade secrets or any part of it than
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any third party or any of its related or associateshpanies outside the Territory other than itméger representative who may have a ne:
know such information. Before disclosing any pdrth@ Know-How or trade secrets to its agents pragentatives, the Licensee will obtain a
binding Confidential and Non Disclosure Agreemémnthe same form as Exhibit A attached hereto,esdgny such agents or representatives.

3. Notwithstanding the foregoing, the Licensee Istat be liable or responsible for the disclosufr&now-How that:

A. Is or becomes known to the public other tharfbt®ach of any non-disclosure obligation of the hiese;

B. Is rightfully received by the Licensee from &dhparty;

C. Is demonstrated by the Licensee to have beegialezd independently of any Know-How furnished isctbsed by Quinlan;
D. Can be demonstrated to have been legally ipdissession of and known to the Licensee prior tocha4, 1999;

E. Has been disclosed by Quinlan to a third partiiaut restrictions on disclosure; or

F. Is disclosed by the Licensee pursuant to anranddemand by a court or other governmental aitthor

4. For the purpose of this Agreement, the Know-Howny part of the Know-How which is specific agguainlan's products, processes and
equipment shall not be deemed to be within theipuldmain merely because it may be embraced by gemeral published or available
information. In addition, any combination of feagarshall not be deemed to be within the public domeerely because individual features
are published or available, but only if the combioraitself and its principle of operation are pshkd or available.

5. The Licensee's obligation with respect to caitihlity shall endure, subject to the provisioh#udicle 6, paragraph 3, as a continuing

undertaking for a minimum period of ten (10) yefaosn the Effective Date and thereafter for any ramimg term of this Agreement and for
three (3) years thereafter subject only to sucteg@ror limited written release that Quinlan maytéabsolute discretion and from time to
time give.

6. The provisions of this Article 6 regarding catgtiality of Quinlan's Know-How and trade secwdtall supercede and replace those
contained in the Confidentiality Agreement of Ma&h 1999, between Quinlan and Poore BrotherstteatdConfidentiality Agreement shall
have no further force and effect on the partiesrafte Effective Date.
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ARTICLE (7)
TRADE MARKS AND BRAND NAMES

1. Quinlan will file an application with the U.Srdademark Office for registration of the marks "Jytepkangaroo snack food shape and a
graphical kangaroo design for snack foods. Pooothrs will incorporate the graphical kangaroo glesin the packaging for any kangaroo-
shaped Product. The cost of such application angrdsecution through the U.S. Trademark Officé el paid exclusively by Quinlan.

2. The packaging for any Product shall indicaté the Product is manufactured and marketed undeemse from Quinlan and will note
Quinlan's Patent and/or Trade Mark rights as reguiry U.S. law.

3. The Licensee may create, register in its namdeuae any brand name of its choosing under whielPtioduct is to be marketed and sold;
provided however, that on the expiration or lavt&rmination of this Agreement, the Licensee wilthini 120 days discontinue the use of this
brand name in respect of marketing, promoting atichg the Product.

ARTICLE (8)
WARRANTY

1. Quinlan warrants in good faith that the Knblew to be supplied to the Licensee hereunder wilbde the Licensee to manufacture, pro
and package the Product at a cost that will pelPodre Brothers to earn a reasonable profit asstomary in the trade.

2. Quinlan agrees to indemnify and hold harmlesd.thensee (including its officers, directors, eaygles and agents) from and against any
claims, actions or demands alleging that the Pro@xcept any developed without Quinlan's involvatieKnow-How or Intellectual
Property infringe any intellectual property righitamy third party; provided that the Licensee spatimptly notify Quinlan in writing of any
such claim, action or demand, that Quinlan shailkHall responsibility to control the settlementlitigation of any such claims, actions or
demands, and that Licensee shall reasonably caepeith Quinlan in the defense of any such claiatsions or demands; provided further
that Quinlan shall not settle any such claim, acdodemand on terms that would materially limibRoBrothers' rights or ability to
manufacture, process, package, market, promotellahe Product or any other snack food producttarekploit and use without limitation
the Intellectual Property and Know-How without Pe@&rothers' prior written consent, obtained by Qarirafter full disclosure of all relevant
facts to Poore Brothers. Quinlan shall reimburse
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Poore Brothers' reasonable costs and expensedhaataarred in cooperating with Quinlan as prowide this paragraph.

3. Quinlan warrants that it has, and as to any @avgments or modifications will have, the unconditibright to grant the license rights
(except as provided in Article 2, paragraph 3 ap@vevided Poore Brothers under this Agreementn@uifurther warrants that it has
granted no third party any rights inconsistent waithn derogation of the license rights providedPtwore Brothers under this Agreement.

4.1
ARTICLE (9)
DURATION AND TERMINATION

1. Subject to the parties' rights to terminateeddath herein or otherwise provided by law, thireement shall take effect on the Effective
Date and shall continue for a period of ten (1@rgeand shall be extended automatically for auidliti period(s) of five (5) years each after
the expiration of the initial ten (10) year periad each subsequent period unless the Licensee miviee of termination at least six (6)
months before expiration of the initial or any exdi®n period.

2. If production or selling by Licensee of the Rroticeases for any reason, except for reasons delerLicensee’s control including, with
limitation, acts of God, action or any order ofavgrnment, fire, flood, strike, supply problem, ee/weather or war, for more than six (6)
months in any continuous period, either party shaile the right to terminate this Agreement afteing sixty (60) days notice to the other
party. If the Licensee has not commenced activessahd marketing of the Product before March 3@12then Quinlan shall have the righ
terminate this Agreement by giving sixty (60) daysice; provided, however, that this period shalelxstended by the amount of time
equivalent to the time of any delay caused, digemtlindirectly, by Quinlan.

3. If Quinlan materially fails to fulfill its obligtions under this Agreement, the Licensee is entitb give ninety (90) days notice to remedy
such a breach, and unless the breach is remedikuh wuch period from receipt of the notice, thedrisee will continue to have the right to
manufacture, process, package, market, promotselhthe Product and may withhold payment of furttegalties accruing from date of the
notice until the breach is remedied by QuinlaneAfpuinlan remedies such default to Licensee'oredse satisfaction, License will pay
Quinlan any royalties withheld less any damagdsesirprofits suffered by Poore Brothers as a resfu@uinlan's breach.

4. If the Licensee materially fails to fulfill i@bligations under this Agreement, then Quinlamistied to give ninety (90) days notice to
remedy such a breach, and unless the materiallbieaemedied within
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such period from receiving the notice, Quinlan shave the right to suspend performance of itsgattions under Article (3) of this
Agreement. However, the Licensee has the rightfier to arbitration Quinlan's claim of material &tk according to the terms of this
Agreement. Further, if the Licensee rectifies thealbh and notifies Quinlan within sixty (60) daysospension, Quinlan shall reinstate
performance of its obligations under this Agreensmd Quinlan's performance will then continue ashfd not been suspended. If after a
total period of one hundred and fifty

(150) days of receipt of notice, the material bheiamnot remedied by Licensee, Quinlan has the tmgkerminate this Agreement by giving
Poore Brothers notice, provided that Quinlan shaflhave the right to terminate this Agreementifgbitration as provided herein is
pending.

5. If a receiver shall be appointed for the whalemy material part of Licensee's assets used byeProthers to manufacture Product, or if
an order is entered by a court with jurisdictiorolzicensee, or a resolution passed for windingheplLicensee, or the Licensee otherwise
becomes subject to or takes advantage of the bitlrar insolvency laws applicable to it (unless tlicensee emerges from any such
proceedings as a solvent corporation and undertaiteQuinlan to be bound by the terms of this Agrent) then this Agreement shall, if
permitted by law, terminate upon notice to the higee from Quinlan.

6. The termination of this Agreement for whatewaason shall not effect the rights of Quinlan aredltitensee to seek payment of any fees or
other payments then due. The termination of thire&ment shall not in any way prejudice or affegt abligation hereunder which by its
terms is expressed to continue thereafter.

7. On the expiration or rightful termination ofghhAgreement as provided herein, the Licensee &hrétiwith discontinue the use of the Know-
How and Intellectual Property and the manufactdithi® Product and deliver to Quinlan at its registicoffice free of charge all documents
and copies thereof embodying or containing Know-How

ARTICLE (10)
INFRINGEMENT OF INTELLECTUAL PROPERTY

In the event that at any time hereafter there stwlbe pending in the Territory a suit by Quindagainst an infringer or misappropriator of .
of the Intellectual Property based on infringenanmisappropriation of such scale that if liceneadhe terms imposed in this Agreement,
the annual royalty returned to Quinlan would bkeast Five Thousand Dollars ($5,000) per year, thany person or company shall prod
market or sell products coming within the definitiof Product, and if:

1. Poore Brothers shall give Quinlan written notitat such production, marketing or sale is aririgEment or misappropriation of any of the
Intellectual Property; and
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2. Poore Brothers shall request in writing that baibrought under the Intellectual Property sdriged or misappropriated against such
person or company because of such infringementgappropriation; and

3. Poore Brothers and Quinlan obtain an opiniomfeomutually acceptable law firm in the Territolat such person or company is likely
infringing or misappropriating any of the Intellaat Property; and

4. Quinlan fails to bring such suit for infringent@m misappropriation of the Intellectual Propedgntified in the law firm's opinion or to
obtain discontinuance of such infringement or misapriation within one hundred twenty (120) dayeafeceipt of Poore Brothers' request
under subparagraph 2 above; and

5. Sales of such person or company of such prodsiofssuch volume as to produce, if licensed, ltigsof at least Five Thousand Dollars
($5,000) per year, then, in such case, Poore Brottall be permanently relieved of the paymembgélties that would otherwise accrue
from the time conditions 1-5 are all satisfied Uutiite day Quinlan shall bring suit against the ljjlkd@fringer or misappropriator or shall obtain
discontinuance of said infringement or misapprdfmra Failure to pay royalties pursuant to thisiéle shall not adversely affect any rights of
Poore Brothers under this Agreement or providesssifar Quinlan to exercise any rights otherwisailable to it contrary to the interest of
Poore Brothers under this Agreement.

ARTICLE (11)
NOTICES

Any notices given by either party in this Agreemsiall be duly given if sent by (a) registered ailmor (b) reputable international overnight
courier (with confirmation of receipt), to the othgarty at its address given in this Agreemenbauch other address as may be indicated by
one party to the other in writing in accordancehvite terms of this Article 11. Any notices giventklex, facsimile or e-mail are not
considered effective until confirmed by registea@nail or delivery by a reputable internationakaovght courier. Notices shall be deemed to
have been received on the working day followingdht on which the notice is delivered by registexiemail or internationally recognized
express courier.
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ARTICLE (12)
MODIFICATIONS
No modifications of this Agreement shall be bindingpn the parties hereto unless made in writingségued by both partie
ARTICLE (13)
ASSIGNMENT

This Agreement shall be binding upon and enurbédienefit of the successors and assigns of thiemaXotwithstanding the foregoing, the
complete rights and obligations of a party (thesigring Party") may be assigned, without the conséthe other party, by the Assigning
Party to any corporation which is or becomes a Wyhmkned subsidiary or parent of the Assigning Yast which survives a merger in which
the Assigning Party participates or to any corgorabr other person or business entity which aeguéll or substantially all of the assets of
the Assigning Party; provided that the party to mguch assignment is made agrees to comply invitiilthe obligations of the Assigning
Party hereunder.

ARTICLE (14)
ENTIRE AGREEMENT

This Agreement contains the entire understandinheparties and there are no representationsamtés or undertakings other than those
expressly set forth herein.

ARTICLE (15)
DISPUTE, LAW AND JURISDICTION

The Agreement shall be governed by and construaddardance with the internal laws of the statArafona U.S.A. without giving effect to
any choice of law rule that would cause the appticeof the laws of any other jurisdiction to thghts and duties of the parties. Both parties
shall try to settle any dispute or disagreementtvinay arise in connection with any interpretatipmf this Agreement or the performance
non-performance thereof in good faith and mutuadttrShould they, however, fail to arrive at a nalljusatisfactory settlement, resolution of
any such dispute shall, at the request of eithdy plae determined by arbitration. The arbitratidrall be conducted under the Commercial
Arbitration rules of the American Arbitration Assation then in effect except where modified in tAgreement. The arbitration shall be held
in Phoenix, Arizona or such other location selettgdhe mutual agreement of the parties, and thguage for arbitration shall be English.
The matter will be resolved by a sole arbitratdested by mutual agreement of the parties, oheffarties cannot agree, by the American
Arbitration Association as provided in its CommafdRules. The award of the arbitrator shall belfarad binding upon the parties and may
executed and enforced in any court having compégtestliction.
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ARTICLE (16)
TRAVEL

The Licensee shall pay business class air travet@amsonable hotel and meal expenses incurred a@un connection with this Agreeme
provided that Quinlan has obtained the License@s written agreement to such travel.

ARTICLE (17)
SEVERABILITY

If any provision of this Agreement is declared iiar unenforceable by any lawful tribunal, thésshall be adjusted to conform to legal
requirements of that tribunal and that modificatstwall automatically become a part of this Agreemiémo adjustment can be made, the
provision shall be deleted as though never includebis Agreement and the remaining provisionthif Agreement shall remain in full for
and effect unless such invalidity or unenforcefibdauses substantial deviation from the underlyfent of the parties expressed in this
Agreement, in which case the parties shall repllaeenvalid or unenforceable provision with a vadiad enforceable provision which
corresponds as far as possible to the spirit angoge of the invalid or unenforceable provision.

ARTICLE (18)
WAIVERS

No failure to exercise and no delay in exercisomgthe part of either party, any right, remedy, poar privilege hereunder shall operate i
waiver thereof, nor shall any single or partialreiee of any right, remedy, power or privilege harder preclude any further exercise thereof,
or the exercise of any other right, remedy, powesrivilege. The rights, remedies, powers and f@ges herein provided are cumulative and
not exclusive of any rights, remedies, powers andi@ges provided by law.
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ARTICLE (19)
COUNTERPARTS

This Agreement may be executed in any number ofiteoparts (including by telefacsimile), each of gfhivhen executed and delivered shall
be an original, but which counterparts togethetl slomstitute one and the same instrument.

In WITNESS WHEREOF the parties hereto have heresetaheir hands and seals

SIGNED for and on behalf of )
Poore Brothers, Inc. )

signature )

title )

DATED THIS  day of )
who warrants his authority )

to sign this Agreement in )

the presence of: )

Witness

SIGNED for and on behalf of )
M.J. Quinlan & Assoc Pty Ltd )

signature )

title )

DATED THIS  day of )
who warrants his authority )

to sign this Agreement in )

the presence of: )

Witness
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EXHIBIT A
CONFIDENTIALITY AND NON-DISCLOSURE AGREEMENT

WHEREAS M.J. Quinlan & Associates Pty. Limited,ampany incorporated under the laws of New Southe#/élLicensor"), has entered
into a License Agreement dated as of July 0Z0"License Agreement"), with Poore Brothers, IfiLicensee"), pursuant to which
Licensor granted a license to Licensee to useinartafidential and proprietary information owneygllicensor relating to the manufacture,
processing, packaging, marketing, promoting anel siB-dimensional hollow fried snack food produgtsreinafter "Know-How"); and

WHEREAS, it is necessary for Licensee, in furthesof Licensee's business, to disclose such Know-&twd related trade secrets to the
undersigned party;

NOW, THEREFORE, the undersigned party acknowledgessagrees as follow

1. The undersigned party agrees to keep all Know-Hiod trade secrets regarding Knblaw received from Licensee in strict confidence
shall not disclose them to any third party andlshat use them for any purpose other than as aiadwby Licensee.

2. Upon request by Licensee, the undersigned pariyes promptly to return to Licensee all materie¢eived from Licensee that contain any
Know-How and related trade secrets.

3. This agreement imposes no obligation upon tliersigned party with respect to any Know-How oated trade secrets that (a) were in the
possession of, or were rightfully known by the usdgned party without an obligation to maintainitfe@nfidentiality prior to receipt from
Licensee; (b) are or become generally known tgtitgic without violation of this agreement; (c) aretained by the undersigned party in
good faith from a third party having the right tisdose them without an obligation of confidentigli(d) are independently developed by the
undersigned party without the participation of induals who have had access to the Know-How otedlaade secrets; or (e) are required to
be disclosed by court order.

DATE: By:
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EXHIBIT 21.1

LIST OF SUBSIDIARIES OF POORE BROTHERS, INC.

Name of Subsidiary Sta te of Incorporation/Formation
La Cometa Properties, Inc. Arizona
Tejas PB Distributing, Inc. Arizona
Poore Brothers - Bluffton, LLC Delaware
Boulder Natural Foods, Inc. Arizona

BN Foods, Inc. Colorado



EXHIBIT 23.1
INDEPENDENT AUDITORS' CONSENT

We consent to the incorporation by reference ini®egion Statement Nos. 333-48692 and 333-2611Faom S-8 of our report dated
February 12, 2003 relating to the consolidatednfia statements of Poore Brothers, Inc. and sidr#d as of and for the year ended
December 28, 2002 (which report expresses an uifigdabpinion and includes an explanatory paragnagbéting to the application of
procedures relating to certain disclosures andssdications of financial statement amounts relabethe 2001 and 2000 financial statements
that were audited by other auditors who have ceapethtions and for which we have expressed ndaapor other form of assurance other
than with respect to such disclosures and recieasins, and an explanatory paragraph relatirtheahange in the method of accounting for
goodwill and other intangible assets with indeérlives as required by the Statement of Financ@odinting Standards No. 142, "Goodwiill
and Other Intangible Assets", which was effectiaeuiry 1, 2002), appearing in this Annual Reporform 10K of Poore Brothers, Inc. ar
subsidiaries for the year ended December 28, 2002.

DELOITTE & TOUCHE LLP

Phoenix, Arizona
March 27, 200«



EXHIBIT 23.2
NOTICE REGARDING CONSENT OF ARTHUR ANDERSEN LLP

Section 11(a) of the Securities Act of 1933, asraaied (the "Securities Act"), provides that if ararfpof a registration statement at the time
such part becomes effective contains an untruerstait of a material fact or an omission to stateaterial fact required to be stated therei
necessary to make the statements therein not mistgaany person acquiring a security pursuantith segistration statement (unless it is
proved that at the time of such acquisition suals@eknew of such untruth or omission) may sue,rajaihers, every accountant who has
consented to be named as having prepared or edréfiy part of the registration statement, or asgrepared or certified any report or
valuation which is used in connection with the ségition statement, with respect to the statermestich registration statement, report or
valuation which purports to have been preparecedified by the accountant.

This Annual Report on Form 10-K is incorporatedréference into Poore Brothers, Inc.'s (the "Comfsdiilings on Form S-8 (File Nos.
333-87028 and 3387026) (collectively, the Registration Statemeats], for purposes of determining any liability unttee Securities Act,
deemed to be a new registration statement for Bagfstration Statement into which it is incorpodaby reference.

On May 8, 2002 the Board of Directors dismissedirtAndersen LLP as its independent public accoustand appointed Deloitte &
Touche LLP as its independent public accountarfter Aeasonable efforts, the Company has been aenalibtain Arthur Andersen's written
consent to the incorporation by reference intoRkgistration Statements of its audit report withpect to Company's financial statements as
of December 31, 2001 and 2000 and for the yearsahded included in this Form 10-K. Under theseucirstances, Securities and Exchange
Commission Rule 437a under the Securities Act psrthe Company to file this Form 10-K without a ke consent from Arthur Andersen
LLP. As a result, however, Arthur Andersen LLP nmay have any liability under Section 11(a) of tlee&ities Act for any untrue stateme

of a material fact contained in the financial sta¢ats audited by Arthur Andersen LLP or any omissiof a material fact required to be st
therein. Accordingly, you may not be able to asaeriaim against Arthur Andersen LLP under Seclib(a) of the Securities Act for any
purchases of securities under the Registratiore®itts made on or after the date of this Form 1Uekthe extent provided in Section 11(b)
(3)(C) of the Securities Act, however, other pessao are liable under Section 11(a) of the SaesrAct, including the Company's officers
and directors, should still be able to rely on ArtAndersen LLP's original audit reports as beiraglelby an expert for purposes of
establishing a due diligence defense under Setti@in) of the Securities Ac



EXHIBIT 99.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF  FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

In connection with the Annual Report on Form 10{fkPoore Brothers, Inc. (the "Company") for the &isgear ended December 28, 2002, as
filed with the Securities and Exchange Commissioithe date hereof (the "Report"), each of Eric JfeK(the Company's President and C
Executive Officer) and Thomas W. Freeze (the Comiga®enior Vice President, Chief Financial Officeecretary and Treasurer) hereby
certifies, pursuant to 18 U.S.C. Section 1350,dapted pursuant to Section 906 of the Sarbanesy@deof 2002, to the best of his
knowledge, that:

() The Report fully complies with the requiremenfsSection 15(d) of the Securities Exchange Act@34, as amended; and

(i) The information contained in the Report faigyesents, in all material respects, the finaramaldition and results of operations of the
Company.

By: /s/ Eric J. Kufel

Dat ed: March 28, 2003 Eric J. Kufel
Presi dent and Chief Executive Oficer

By: /s/ Thomas W Freeze
Dat ed: March 28, 2003 Thomas W Freeze
Seni or Vice President, Chief
Fi nancial O ficer, Treasurer and
Secretary
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