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Item 1.01. Entry into a Material Definitive Agreement.
 
As previously reported, on October 13, 2021, Rocky Mountain Chocolate Factory, Inc. (the “Company”) entered into a credit agreement (as amended, the “Credit
Agreement”) with Wells Fargo Bank N.A. (the “Lender”), pursuant to which the Company has a $4.0 million credit line for general corporate and working capital purposes
(the “Credit Line”). The Credit Line is secured by substantially all of the Company’s assets, except retail store assets. The Credit Line is subject to various financial ratio and
leverage covenants, including a covenant to maintain a ratio of total current assets to total current liabilities of at least 1.5 to 1 (the “Current Ratio Covenant”).
 
The Company’s current ratio as of its most recent certification date, November 30, 2023, was 1.42 to 1. As a result of the Company’s noncompliance with the Current Ratio
Covenant under the terms of the Credit Agreement, the Lender had the option, but not the obligation, to immediately demand repayment of all funds drawn down under the
Credit Line.
 
On January 22, 2024, the Lender issued a covenant breach waiver (the “Waiver”) of its default rights under the Credit Agreement with respect to the Company’s
noncompliance with the Current Ratio Covenant. The Waiver extends only to the specific instance described above and does not waive the Lender’s rights with respect to any
subsequent noncompliance by the Company.
 
The foregoing description of the Waiver does not purport to be complete and is qualified in its entirety by the full text of the Waiver, a copy of which is attached hereto as
Exhibit 10.1 and is incorporated herein by reference.
 
Item 9.01 Financial Statements and Exhibits
 
The following exhibits are being filed herewith:
 
(d) Exhibits
 
Exhibit
No.  Document
10.1  Covenant Breach Waiver, dated January 22, 2024, issued by Wells Fargo Bank, N.A.
104  The cover page from this Current Report on Form 8-K, formatted in Inline XBRL
 

 



 
 

SIGNATURE
 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly
authorized.
 
 ROCKY MOUNTAIN CHOCOLATE FACTORY, INC.  
    
    
Date: January 26, 2024 By: /s/ Allen Arroyo  
  Allen Arroyo, Chief Financial Officer  
 
 



 
Exhibit 10.1

 
Commercial Banking
1700 Lincoln Street
8th Floor
Denver, CO 80203

 
 
January 22, 2024
 
Rocky Mountain Chocolate Factory, Inc.
265 Turner Dr.
Durango, CO, 81303
 
Dear Allen:
 

We have learned of the following breach of the terms of your Credit Agreement with WELLS FARGO BANK, NATIONAL ASSOCIATION ("Bank") dated as of
October 13, 2021, as amended from time to time (the "Agreement"):
 
 1. Section 4.9 (b) Current Ratio not less than 1.5 to 1.0 at any time, with "Current Ratio" defined as total current assets divided by total current liabilities.
 

Subject to the terms and conditions set forth herein, Bank has decided to waive its default rights with respect to this breach. This waiver applies only to the specific
instance described above. It is not a waiver of any subsequent breach of the same provision of the Agreement, nor is it a waiver of any breach of any other provision of the
Agreement.
 

Except as expressly stated in this letter, Bank reserves all of the rights, powers and remedies available to Bank under the Agreement and any other contracts or
instruments signed by you, including the right to cease making advances to you and the right to accelerate any of your indebtedness if any subsequent breach of the same
provision or any other provision of the Agreement should occur.

 
   Sincerely,   
   WELLS FARGO BANK,  
   NATIONAL ASSOCIATION  
      
   By: /s/ Eric Engel   
   Title: Vice President   
 
 


