FRANCHISE DISCLOSURE DOCUMENT

CakeMix Franchising, LLC

A Nevada limited liability company

827 Spectrum Center Drive,

Irvine, California 92618

do-it-yourself cake decorating Tel: (480) 797-9634
Pamela@duffscakemix.com

www.duffscakemix.com

The franchise that we offer is for Duff’s CakeMix, a do-it-yourself cake and cupcake decorating studio
offering do-it-yourself cake and cupcake decorating experiences, cakes, cupcakes, decorating kits, café
style beverages, and other menu items and products. We offer individual unit studio franchises and area
development franchises for the development of multiple studios within a designated territory.

The total investment necessary to begin operation of a Duff’s CakeMix under a franchise agreement is
$271,800 to $414,900. This includes $57,000 to $63,000 that must be paid to the franchisor or its affiliates.

The total investment necessary to begin operation of a Duff’s CakeMix under a multi-unit development
agreement is $337,800 to $546,900. This includes $123,000 for three outlets to be developed to $195,000
for five outlets to be developed that must be paid to the franchisor or its affiliates.

This disclosure document summarizes certain provisions of your franchise agreement and other information
in plain English. Read this disclosure document and all accompanying agreements carefully. You must
receive this disclosure document at least 14 calendar-days before you sign a binding agreement with, or
make any payment to, the franchisor or an affiliate in connection with the proposed franchise sale. Note,
however, that no government agency has verified the information contained in this document.

You may wish to receive your disclosure document in another form that is more convenient for you. To
discuss the availability of disclosures in different forms, contact Pamela Fazio, CEO, CakeMix Franchising,
LLC, 827 Spectrum Center Drive, Irvine, California 92618.

The terms of your contract will govern your franchise relationship. Do not rely on the disclosure document
alone to understand your contract. Read your entire contract carefully. Show your contract and this
disclosure document to an advisor, like a lawyer or an accountant.

Buying a franchise is a complex investment. The information in this disclosure document can help you
make up your mind. More information on franchising, such as “A Consumer’s Guide to Buying a
Franchise,” which can help you understand how to use this disclosure document, is available from the
Federal Trade Commission. You can contact the FTC at 1-877-FTC-HELP or by writing to the FTC at 600
Pennsylvania Avenue, NW, Washington, D.C. 20580. You can also visit the FTC’s home page at
www.ftc.gov for additional information. Call your state agency or visit your public library for other sources
of information on franchising.

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

Issuance Date: March 8, 2023
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How to Use This Franchise Disclosure Document

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

find more information:

QUESTION

WHERE TO FIND INFORMATION

How much can I earn?

Item 19 may give you information about outlet
sales, costs, profits or losses. You should also try to
obtain this information from others, like current and
former franchisees. You can find their names and
contact information in Item 20 or Exhibits G and H.

How much will I need to invest?

Items 5 and 6 list fees you will be paying to the
franchisor or at the franchisor’s direction. Item 7
lists the initial investment to open. Item 8 describes
the suppliers you must use.

Does the franchisor have the
financial ability to provide
support to my business?

Item 21 or Exhibit D includes financial statements.
Review these statements carefully.

Is the franchise system stable,
growing, or shrinking?

Item 20 summarizes the recent history of the
number of company-owned and franchised outlets.

Will my business be the only
Duff’s CakeMix business in my
area?

Item 12 and the “territory” provisions in the
franchise agreement describe whether the franchisor
and other franchisees can compete with you.

Does the franchisor have a
troubled legal history?

Items 3 and 4 tell you whether the franchisor or its
management have been involved in material
litigation or bankruptcy proceedings.

What’s it like to be a Duff’s
CakeMix franchisee?

Item 20 or Exhibits G and H list current and former
franchisees. You can contact them to ask about their
experiences.

What else should I know?

These questions are only a few things you should
look for. Review all 23 Items and all Exhibits in this
disclosure document to better understand this
franchise opportunity. See the table of contents.

do-it-yourself cake decorating
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What You Need to Know About Franchising Generally

Continuing responsibility to pay fees. You may have to pay royalties and other fees even
if you are losing money.

Business model can change. The franchise agreement may allow the franchisor to change
its manuals and business model without your consent. These changes may require you to
make additional investments in your franchise business or may harm your franchise
business.

Supplier restrictions. You may have to buy or lease items from the franchisor or a limited
group of suppliers the franchisor designates. These items may be more expensive than
similar items you could buy on your own.

Operating restrictions. The franchise agreement may prohibit you from operating a
similar business during the term of the franchise. There are usually other restrictions. Some
examples may include controlling your location, your access to customers, what you sell,
how you market, and your hours of operation.

Competition from franchisor. Even if the franchise agreement grants you a territory, the
franchisor may have the right to compete with you in your territory.

Renewal. Your franchise agreement may not permit you to renew. Even if it does, you may
have to sign a new agreement with different terms and conditions in order to continue to
operate your franchise business.

When your franchise ends. The franchise agreement may prohibit you from operating a
similar business after your franchise ends even if you still have obligations to your landlord
or other creditors.

Some States Require Registration

Your state may have a franchise law, or other law, that requires franchisors to
register before offering or selling franchises in the state. Registration does not mean that
the state recommends the franchise or has verified the information in this document. To
find out if your state has a registration requirement, or to contact your state, use the agency
information in Exhibit A.

Your state also may have laws that require special disclosures or amendments be
made to your franchise agreement. If so, you should check the State Specific Addenda. See
the Table of Contents for the location of the State Specific Addenda.

111

do-it-yourself cake decorating Duff’s CakeMix FDD March 8, 2023



Special Risks to Consider About This Franchise

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

l.

Out-of-State Dispute Resolution. The franchise agreement and multi-unit
development agreement require you to resolve disputes with the franchisor by
mediation, arbitration, and/or litigation only in California. Out-of-state mediation,
arbitration, or litigation may force you to accept a less favorable settlement for
disputes. It may also cost more to mediate, arbitrate, or litigate with the franchisor
in California than in your own state.

Short Operating History. The franchisor is at an early stage of development and
has limited operating history. This franchise is likely to be a riskier investment than
a franchise in a system with a longer operating history.

. Financial Condition. The franchisor’s financial condition as reflected in its

financial statements (see Item 21), calls into question the franchisor’s financial
ability to provide services and support to you.

Spousal Liability. Your spouse must sign a document that makes your spouse liable
for all financial obligations under the franchise agreement even though your spouse
has no ownership interest in the franchise. This guarantee will place both you and
your spouse’s martial and personal assets, perhaps including your house, at risk if
your franchise fails.

. Unregistered Trademark. The primary trademark that you will use in your

business is not federally registered. If the franchisor’s right to use this trademark in
your area is challenged, you may have to identify your business and its products or
services with a name that differs from that used by other franchises or the franchisor.
This change can be expensive and may reduce brand recognition of the products or
services you offer.

Certain states may require other risks to be highlighted. Check the “State Specific
Addenda” (if any) to see whether your state requires other risks to be highlighted.

v
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NOTICE REQUIRED BY THE STATE OF MICHIGAN

THE STATE OF MICHIGAN PROHIBITS CERTAIN UNFAIR PROVISIONS THAT ARE
SOMETIMES IN FRANCHISE DOCUMENTS. IF ANY OF THE FOLLOWING PROVISIONS
ARE IN THESE FRANCHISE DOCUMENTS, THE PROVISIONS ARE VOID AND CANNOT BE
ENFORCED AGAINST YOU.

The Michigan Franchise Law states in Sec. 445.1527, Sec.27 that each of the following provisions is void
and unenforceable if contained in any documents relating to a franchise:

(@)
(b)

(©)

(d)

(e)

()

(@

do-it-yo

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

A requirement that a franchisee assent to a release, assignment, novation, waiver, or estoppel which
deprives a franchisee of rights and protections provided in this act. This shall not preclude a franchisee,
after entering into a franchise agreement, from settling any and all claims.

A provision that permits a franchisor to terminate a franchise prior to the expiration of its term except
for good cause. Good cause shall include the failure of the franchisee to comply with any lawful
provision of the franchise agreement and to cure such failure after being given written notice thereof
and a reasonable opportunity, which in no event need be more than 30 days, to cure such failure.

A provision that permits a franchisor to refuse to renew a franchise without fairly compensating the
franchisee by repurchase or other means for the fair market value at the time of expiration of the
franchisee's inventory, supplies, equipment, fixtures, and furnishings. Personalized materials which
have no value to the franchisor and inventory, supplies, equipment, fixtures, and furnishings not
reasonably required in the conduct of the franchise business are not subject to compensation. This
subsection applies only if: (i) the term of the franchise is less than five years and (ii) the franchisee is
prohibited by the franchise or other agreement from continuing to conduct substantially the same
business under another trademark, service mark, trade name, logotype, advertising, or other commercial
symbol in the same area subsequent to the expiration of the franchise or the franchisee does not receive
at least six months advance notice of franchisor's intent not to renew the franchise.

A provision that permits the franchisor to refuse to renew a franchise on terms generally available to
other franchisees of the same class or type under similar circumstances. This section does not require a
renewal provision.

A provision requiring that arbitration or litigation be conducted outside this state. This shall not
preclude the franchisee from entering into an agreement, at the time of arbitration, to conduct arbitration
at a location outside this state.

A provision which permits a franchisor to refuse to permit a transfer of ownership of a franchise, except
for good cause. This subdivision does not prevent a franchisor from exercising a right of first refusal to

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

(1) The failure of the proposed transferee to meet the franchisor's then current reasonable
qualifications or standards.

(i1) The fact that the proposed transferee is a competitor of the franchisor or sub-franchisor.

(ii1) The unwillingness of the proposed transferee to agree in writing to comply with all lawful
obligations.
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(iv) The failure of the franchisee or proposed transferee to pay any sums owing to the franchisor or
to cure any default in the franchise agreement existing at the time of the proposed transfer.

(h) A provision that requires the franchisee to resell to the franchisor items that are not uniquely identified
with the franchisor. This subdivision does not prohibit a provision that grants to a franchisor a right of
first refusal to purchase the assets of a franchise on the same terms and conditions as a bona fide third
party willing and able to purchase those assets, nor does this subdivision prohibit a provision that grants
the franchisor the right to acquire the assets of a franchise for the market or appraised value of such
assets if the franchisee has breached the lawful provisions of the franchise agreement and has failed to
cure the breach in the manner provided in subdivision (c).

(i) A provision which permits the franchisor to directly or indirectly convey, assign, or otherwise transfer
its obligations to fulfill contractual obligations to the franchisee unless provision has been made for
providing the required contractual services.

If the franchisor's most recent financial statements are unaudited and show a net worth of less than
$100,000.00, the franchisee may request the franchisor to arrange for the escrow of initial investment and
other funds paid by the franchisee until the obligations, if any, of the franchisor to provide real estate,
improvements, equipment, inventory, training or other items included in the franchise offering are fulfilled.
At the option of the franchisor, a surety bond may be provided in place of escrow.

THE FACT THAT THERE IS A NOTICE OF THIS OFFERING ON FILE WITH THE ATTORNEY
GENERAL DOES NOT CONSTITUTE APPROVAL, RECOMMENDATION, OR ENDORSEMENT
BY THE ATTORNEY GENERAL.

Any questions regarding this notice should be directed to:

State of Michigan
Department of Attorney General
CONSUMER PROTECTION DIVISION
Attention: Antitrust & Franchise
G. Mennen Williams Building, 1st Floor
525 West Ottawa Street
Lansing, Michigan 48909
Telephone Number: (517) 373-7117

vi
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ITEM 1
THE FRANCHISOR AND ANY PARENTS, PREDECESSORS AND AFFILIATES

CakeMix Franchising, LLC, the franchisor of the Duff’s CakeMix franchise, is referred to in this franchise
disclosure document (the “Disclosure Document”) as “we”, “us” or “our” as the context requires. A
franchisee is referred to in this Disclosure Document as “you” and “your” as the context requires. If you
are a corporation, partnership or other legal entity (a “Corporate Entity”), our Franchise Agreement will

also apply to your individual owners, shareholders, members, officers, directors and other principals.

The Franchisor

We are a Nevada limited liability company established on December 23, 2021. Our principal place of
business is 827 Spectrum Center Drive, Irvine, California 92618. We conduct business under our corporate
name CakeMix Franchising, LLC and under the Duff’s CakeMix trade name. Our business is operating the
Duff’s CakeMix Studio franchise system and granting franchises to third parties like you to develop and
operate a Studio. We began offering franchises on February 7, 2022. Other than as discussed above, we are
not in any other business, we have not conducted business in any other line of business, we do not conduct
or operate a Franchised Business of the type to be operated by a franchisee, and we have not offered or sold
franchises in any other line of business. We do not have any predecessors and we do have a parent company.
Our registered agents for service of process are disclosed in Exhibit B of this Disclosure Document.

The Franchised Business

We license a system (the “System”) for the operation of a Duff’s CakeMix, a do-it-yourself cake and
cupcake decorating studio (each, a “Franchised Business” or “Studio”) offering do-it-yourself cake and
cupcake decorating experiences, cakes, cupcakes, decorating kits, café style beverages, and other menu
items and products (the “Approved Services and Products”). The System includes Approved Services and
Products that we currently designate and that we may modify, add to or discontinue from time to time, and
our specifications, methods and procedures for the preparation, service, marketing and sale of Approved
Services and Products by the Franchised Business. The System also features and requires, as designated by
us, your exclusive use of certain food products and ingredients including, prepared or partially prepared
cakes and cupcakes, cake fillings, toppings, and decoration, mixes, beverages, food products used to prepare
Approved Services and Products, packaging, uniforms, displays, instructional materials, supplies and
equipment designated by us (collectively, the “System Supplies”). The System is presently identified by
the Duff’s CakeMix trademark, the Duff’s CakeMix logo and other trademarks, service-marks, logotypes,
and commercial symbols as we may designate, modify and adopt from time to time for use in the System
and as same may or may not be registered with the United States Patent and Trademark Office (collectively
referred to as the “Licensed Marks”). The System features the prominent display of the Licensed Marks
and our trade dress. You must develop and operate your Studio in conformity with the requirements of our
System, including the specifications, procedures, criteria and requirements that we designate in our
confidential operations manual and other proprietary manuals that we may designate and, as we may
supplement and modify from time to time (collectively, the “Manuals™).

Franchise Agreement

If we approve your request, you may enter into a Franchise Agreement in the form attached to this
Disclosure Document as Exhibit E to develop and operate one Studio from a single Studio Location within
a designated territory. Under a Franchise Agreement you will be required to develop and operate the
Franchised Business in conformity with the requirements of our System, at a Studio Location that we
approve. A Studio will ordinarily be located in high traffic retail commercial locations, including strip
shopping centers. If you do not have an approved site for your Studio Location you must select a site in
accordance with the Franchise Agreement and obtain our written approval of the Studio Location. Your

1
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rights in the System will be limited to the establishment and operation of a single Studio serving only our
Approved Services and Products from your approved Studio Location and using only our System Supplies.
Your Studio must conform to the requirements of our System.

Multi-Unit Development Agreement

If we approve your request, in addition to signing a Franchise Agreement in the form attached as Exhibit
E, you may enter into a Multi-Unit Development Agreement attached to this Disclosure Document as
Exhibit F, to develop and operate multiple Studios. The total number of Studios that you will be required
to develop and operate under a Multi-Unit Development Agreement will vary from three Studios to five
Studios, as negotiated at the time of signing the Multi-Unit Development Agreement. Each Studio must be
developed by you within a designated geographic area (the “Development Area”) and each Studio must be
developed and operated under the terms of our then current individual unit Franchise Agreement which
may differ from the Franchise Agreement included with this Disclosure Document. Your Multi-Unit
Development Agreement will include a development schedule (the “Development Schedule”) containing a
deadline by which you must develop and open each Studio. Your Development Schedule may vary
depending on your Development Area and the number of Studios that you are required to develop.

Unless otherwise specified, the information contained in this Disclosure Document applies to single unit
development under a Franchise Agreement and multi-unit development under a Multi-Unit Development
Agreement. If you are not contracting for the right to develop multiple Studios, you will not be signing a
Multi-Unit Development Agreement. Even if you sign a Multi-Unit Development Agreement, you will also
be signing individual Studio Franchise Agreements with the first Studio Franchise Agreement being the
Franchise Agreement attached to this Disclosure Document as Exhibit E and signed simultaneous with the
signing of the Multi-Unit Development Agreement. You will be required to sign the then current form of
the Franchise Agreement for each unit that may be materially different from your current Franchise
Agreement.

Our Parent and Affiliates

Camp Cake, LLC

Our parent company is Camp Cake LLC (our “Parent Company”), a Delaware limited liability company
established on March 22, 2016. Our Parent Company maintains a principal business address at 827
Spectrum Center Drive, Irvine, California 92618. Our Parent Company has not in the past and does not now
offer franchises in any lines of business.

Charm City Cakes West, LLC

Our affiliate Charm City Cakes West, LLC is a California limited liability company established on May 5,
2011. This affiliate is the owner of the Licensed Marks. You will not conduct business directly with this
affiliate. This affiliate has not in the past and does not now offer franchises in any lines of business.

CakeMix Gift Card, LLC

Our affiliate CakeMix Gift Card, LLC is a Nevada limited liability company established on December 23,
2021. This affiliate is the provider of gift cards for the Franchise System and is the exclusive supplier of
certain System Supplies, including gift cards. You will be required to conduct business with this affiliate.
This affiliate has not in the past and does not now offer franchises in any lines of business.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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Market and Competition

The target market for customers of Duff’s CakeMix products and services include families of children and
adults engaged in recreational do-it-yourself activities and experiences. The market for events and
experiences for do-it-yourself type projects, including food and other items, and the market for cakes and
cupcakes, is highly competitive. You will be competing with specialized and local bakeries, restaurants,
and other shops offering do-it-yourself events and experiences. You will also be competing with other retail,
internet, delivery and mail-order services that may offer instructional do-it-yourself cakes or food
preparation experiences. The products and services offered by a Duff’s CakeMix Studio are not seasonal in
nature.

Industry Specific Laws

Many states and local jurisdictions have laws, rules, and regulations that may apply to the Franchised
Business, including rules and regulations related to health and safety requirements concerning pesticides,
repellents, and landscape treatments. You must evaluate and you must obtain the necessary licenses,
certification, permits and approval necessary to establish and operate the Franchised Business, including
pesticide licenses and certifications. You must investigate all of these laws. You must check your state,
county and local jurisdiction about these rules and regulations and you should consult with your own legal
advisor.

ITEM 2
BUSINESS EXPERIENCE

Pamela Fazio, Chief Executive Officer

Pamela Fazio is our Chief Executive Officer and she has served in this role since August 1, 2021. From
March 2019 to April 2021, Pamela was Chief Executive Officer at Beard Papa’s in Torrance, California.
From January 2016 to July 2021, Pamela was Chief Executive Officer at Fazio Restaurant Group in
Scottsdale, Arizona.

Stephen P. Radar, Board Member
Stephen P. Radar is our Board Member and he has served in this role since 2012. Since 1997, Stephen has
been and continues to serve as Managing Partner at Clarity Partners in Los Angeles, California.

ITEM 3
LITIGATION

No litigation is required to be disclosed in this Item.

ITEM 4
BANKRUPTCY

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

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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ITEM 5
INITIAL FEES

Franchise Agreement

When you sign a Franchise Agreement you will pay to us a non-refundable initial franchise fee in the
amount of $45,000 (the “Initial Franchise Fee”). The Initial Franchise Fee is fully earned by us upon
payment and is used to defray our costs for providing initial training, pre-opening assistance, and to offset
certain franchise recruitment expenses. The method we use to calculate the Initial Franchise Fee is uniform
for all franchises that we offer through this Disclosure Document.

Opening Inventory

You must purchase your opening inventory of certain System Supplies from us or our affiliate. We estimate
that your initial opening inventory of System Supplies that you must purchase from us or our affiliates will
range between $12,000 to $18,000. Your initial opening inventory fees will be fully earned by us upon
payment and are non-refundable.

Multi-Unit Development Agreement

If you sign a Multi-Unit Development Agreement, you must pay a fixed non-refundable development area
fee of $33,000 for each Studio (the “Development Area Fee”), over and above the first Studio authorized
by the Franchise Agreement, that you will be authorized to develop under the Multi-Unit Development
Agreement. The minimum number of Studios that you may agree to develop is three and the maximum is
five. The Development Area Fee that you must pay to us is in addition to the Initial Franchise Fee of $45,000
that you must pay to us at the time of signing the Franchise Agreement for your first Studio. At the time of
signing the Franchise Agreement for each additional Studio authorized by the Multi-Unit Development
Agreement, over and above your first Studio, you will not be required to pay us an additional Initial
Franchise Fee. The Development Area Fee is fully earned by us upon payment. The method we use to
calculate the Initial Franchise Fee is uniform for all franchises that we offer through this Disclosure
Document.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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ITEM 6

OTHER FEES
Type of Fee Amount Due Date Remarks
(Note 1)
Royalty 6% of Gross Sales Weekly on the Will be debited automatically from
(Notes 2 and 3) Thursday of each | your bank account by ACH or other

week for the
preceding week

means designated by us.

Brand Development

Fund
(Note 4)

Up to 1% of Gross
Sales

Weekly on the
Thursday of each
week for the
preceding week

Will be debited automatically from
your bank account by ACH or other
means designated by us.

Franchisee Directed | Up to 2% of Gross As incurred You must spend not less than 1% of

Local Marketing Sales, currently 1% your Gross Sales each calendar

(Note 5) of Gross Sales quarter on pre-approved marketing
within your designated territory.

POS System Currently $120 per Monthly as Monthly license for point of sale

(Note 6) month invoiced system. Payable to us or supplier as
we designate.

Online Ordering, Currently not As invoiced and Fees for access to ordering and other

Customer Rewards, implemented by us as incurred systems we designate for online

and Gift Cards but may be ordering, customer rewards, and/or

(Note 7) implemented in the gift card system management and

future redemption.

Technology Up to $500 per Monthly as Will be debited automatically from

(Note 8) month invoiced your bank account by ACH or other
means designated by us.

Local and Regional Established by As established by | If we authorize an Advertising

Advertising cooperative cooperative Cooperative, fees that you pay to the

Cooperatives members, but not members cooperative will count to the

(Note 9)

exceeding 2% of
Gross Sales

satisfaction of your franchisee
directed local marketing
requirements.

Annual Conference

Our then current

When invoiced

Apples to conference fee for an

Attendance Fee conference fee, not and before annual System conference.
(Note 10) greater than $1,500 conference
Additional Employee | Our then current When invoiced Under our pre-opening initial

Initial Training

training fee, currently

and prior to

training, we will train you or your

do-it-yourself cake decorating

$500 per person per training Managing Owner and one designated
day manager at no additional charge. This
fee is for initial training, either before
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or after you open. Initial training is
conducted at facilities we designate
and you must pay for all other
expenses of your trainees, including
salary, travel and accommodations.

Supplemental On-
Site Training

Our then current
daily rate per trainer,

When invoiced
and prior to

If you request or we require on-site
training at your Studio, you must pay

plus expenses we training our then current trainer fee plus our
incur. Current rate is expenses related to travel and
$500 per day accommodations.
Interest 18% per annum from | On demand Payable on all overdue amounts, fees,
due date charges, and payments due to us
under the Franchise Agreement.
Interest rate cannot exceed legal rate
allowed by law and may be adjusted
to reflect same.
Reporting $150 per occurrence | 14 days of invoice | Payable for failure to timely submit

Non-Compliance

Royalty and Activity Reports, and
other reports and financial statements
as required under Franchise
Agreement.

Operations

Non-Compliance
(Note 11)

$450 to $1,000 per
occurrence

14 days of invoice

Payable for failure to comply with
operational standards as required and
specified under Franchise Agreement,
plus inspection and re-inspection
costs incurred by us.

Payment
Non-Compliance

$150 per occurrence

14 days of invoice

Payable for failure to timely pay,
when due, a fee or payment due to us
under the Franchise Agreement, plus
interest, costs and legal fees.

Audit

Cost of audit

On demand

For costs incurred by us for each
financial audit, provided the audit
determines underreporting of 2% or
greater during any designated audit
period. Includes fees incurred by us
including audit, legal, travel and
reasonable accommodations.

Quality Assurance
Audit

Actual costs incurred
by us

As invoiced

Payable if we engage a third party to
perform periodic quality assurance
audits, including mystery shopper
programs.

Collections

Actual fees, costs,
and expenses

On demand

For costs and expenses incurred by us
in collecting fees due to us, and/or to
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enforce the terms of the Franchise
Agreement or a termination of the
Franchise Agreement. Includes costs
and expenses of re-inspections
required by quality assurance audit.

and expenses

NSF Check Fee of 5% of amount or $50, | On demand Payable if your bank account

Failed Electronic whichever is greater, possesses insufficient funds and/or

Fund Transfer or maximum fee fails to process a payment or transfer
allowed by law related to a fee due from you to us.

Non-Compliance Actual fees, costs, On demand Fees, costs and expenses incurred by

us as a result of your breach or non-
compliance with the terms of your
Franchise Agreement.

Supplier Review

Actual fees, costs,
and expenses

Within 14 days of
invoice

You must pay us the costs incurred
by us to review and evaluate a
potential supplier, product, or service
that you submit to us for approval.

Management Service

Actual costs incurred
by us

As invoiced

Payable if we elect to manage the
Franchised Business due to a failure
by you to have the Franchised
Business managed by an authorized
Managing Owner or Manager.

Transfer $30,000 On demand Payable if we approve your transfer
request, but prior to execution of final
transfer agreements and
authorization.

Renewal $35,000 On signing Payable if we approve your renewal

renewal Franchise | request and upon signing our then
Agreement current Franchise Agreement.

Explanatory Notes to Item 6
“Other Fees”

Note 1: Type of Fee — The above table describes fees and payments that you must pay to us, our affiliates,
or that our affiliates may impose or collect on behalf of a third party. All fees are uniformly imposed for all
franchises offered under this Disclosure Document, are recurring, are not refundable, and are payable to us,
unless otherwise specified. If you enter into a Multi-Unit Development Agreement or open multiple Studios
then these fees shall apply, respectively, to each and every Studio. Payment is subject to our specification
and instruction, including, our election to have all fees automatically drafted from your business bank
account or automatically debited or charged to your business bank account. You will be required to sign an
ACH Authorization Form (Franchise Agreement, Exhibit 7) permitting us to electronically debit your
designated bank account for payment of all fees payable to us and/or our affiliates. You must deposit the
Gross Sales of your Studio into the designated bank accounts that are subject to our ACH authorization.
You must install and use, at your expense, the pre-authorized payment, point of sale, credit card processing,

do-it-yourself cake decorating
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automatic payment, automated banking, electronic debit and/or electronic funds transfer systems that we
designate and require in the operation of your Studio. You must pay all service charges and fees charged to
you by your bank so that we may electronically debit your bank account.

Note 2: Royalty Fees — The royalty fee is a continuing weekly fee equal to 6% (the “Royalty Rate”) of your
weekly Gross Sales (the “Royalty Fee”). If any federal, state or local tax other than an income tax is imposed
on the Royalty Fee which we cannot directly and, dollar for dollar, offset against taxes required to be paid
under any applicable federal or state laws, you must compensate us in the manner prescribed by us so that
the net amount or net effective Royalty Fees received by us is not less than 6% of your Gross Sales.

Note 3: Gross Sales — “Gross Sales” means the total dollar sales from all business and customers of your
Studio and includes the total gross amount of revenues and sales from whatever source derived, whether in
form of cash, credit, agreements to pay or other consideration including the actual retail value of any goods
or services traded, borrowed, or received by you in exchange for any form of non-money consideration
(whether or not payment is received at the time of the sale), from or derived by you or any other person or
Corporate Entity from business conducted or which started in, on, from or through your Studio and/or your
Studio Location, whether such business is conducted in compliance with or in violation of the terms of the
Franchise Agreement. Gross Sales include the total gross amount of revenues and sales from whatever
source derived from and/or derived by you (including any person and/or Corporate Entity acting on your
behalf) from business conducted within and/or outside your designated territory that is related to your
Studio and/or a competitive business located and/or operated at your Studio Location, within your
designated territory, outside your designated territory, and/or otherwise. Gross Sales do not include (a) sales
taxes that you collect and remit to the proper taxing authority, and (b) authorized promotional discounts
that you provide to customers.

Note 4: Brand Development Fund — The brand development fund fee is a continuing weekly fee equal to
an amount of up to 1% of your weekly Gross Sales (the “Brand Development Fund Fee”).

Note 5: Franchisee Directed Local Marketing — On an on-going calendar year quarterly basis, you must
spend not less than 1% of your quarterly Gross Sales on the local marketing of your Studio within your
designated territory and in accordance with our standards and specifications. We reserve the right to
increase your local marketing requirement at any time in the future provided that it shall not exceed 2% of
your quarterly Gross Sales.

Note 6: POS System — You must maintain and utilize the point of sale systems that we designate from time
to time, currently Clover. The POS system fee is the current monthly license fee to access the point of sale
systems that we designate. The POS system fee does not include other fees associated with point of sale
systems such as credit card processing fees and other integrations such as online ordering, customer
rewards, and gift cards.

Note 7: Online Ordering, Customer Rewards, and Gift Cards — As designated by us from time to time you
must pay to us, our affiliate or our designated vendors, monthly, weekly, and/or per transaction fees related
to online, point of sale integrated, web based, and/or app based, ordering, customer rewards, and/or gift
card systems. Currently we have not implemented a fee for these systems but require that you access and
purchase these services as point of sale integrations from our currently designated point of sale vendor. See,
Item 11 for additional details.

Note 8: Technology Fee — The continuing monthly technology fee is an administrative fee and is not
associated with any particular service but is used, at our discretion, to defray some of our costs related to
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system website and intranet (the “Technology Fee”). Currently we do not charge a monthly Technology
Fee but reserve the right to implement one at any time in the future provided that the monthly Technology
Fee shall not exceed $500 per month.

Note 9: Local and Regional Advertising Cooperatives — If two or more Studios are operating within a
geographic area, region, or market designated by us (a “designated market”), we reserve the right to
establish and require your participation in a local or regional advertising cooperative within the designated
market. If a local or regional advertising cooperative is established within a designated market that includes
your Studio(s), you will be required to participate in the cooperative and make on-going payments to the
cooperative in such amounts and subject to such caps as established by the cooperative members. We
anticipate that each Studio franchisee will have one vote for each Studio located within the cooperative
market and that cooperative decisions shall be made based on approval of a simple majority vote with a
quorum of not less than 25% of the designated cooperative members. Contributions to a local or regional
cooperative that we designate shall count toward the satisfaction of your local marketing obligations and
shall not exceed 2% of your monthly Gross Sales.

Note 10: Annual Conference Attendance Fee — If we offer a franchisee annual conference in a given year
you will be required to attend the conference on the dates and at the location that we designate. You will be
responsible for all travel and lodging expenses. We may charge you an annual conference fee in an amount
not exceeding $1,500. We reserve the right to charge the annual conference fee to those franchisees that do
not attend. We will not require your attendance at an annual conference for more than three days during
any calendar year.

Note 11: Operations Non-Compliance — You must maintain the operational standards described in the
Operations Manual at all times. The Operations Non-Compliance fee will only be charged if you do not
comply with the operational standards set forth in the Franchise Agreement, such as, selling unapproved
products and/or services, violating the dress code, not operating during the designated hours of operation,
and other violations of the standards set forth in the Operations Manual. The Operations Non-Compliance
fee will be in the amount of: (a) $1,000 for each and every instance / event related to an Operations Violation
involving the sale of services and/or products that are not Approved Services and Products; (b) $1,000 for
each and every instance / event related to an Operations Violation involving the failure to exclusively use
System Supplies, and/or Franchisor designated suppliers; and (c) $450 for all other Operations Violations.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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A. Franchise Agreement

ITEM 7

ESTIMATED INITIAL INVESTMENT

YOUR ESTIMATED INITIAL INVESTMENT

do-it-yourself cake decorating

Type of Expenditure Amount Method of When Due To Whom
Payment Payment is Made
Initial Franchise Fee $45,000 Lump sum When Franchise | Us
(Note 1) Agreement is
signed
Construction and $125,000 - $225,000 | As arranged As incurred Contractors,
Leasehold Improvements suppliers, and/or
(Note 2) Landlord
Lease Deposits — Three $9,000 - $17,500 As arranged As incurred Landlord
Months ®Vote3)
Furniture, Fixtures and $30,000 - $40,000 As arranged As incurred Suppliers
Equipment Mot 4
Signage Nt 9 $6,500 - $9,000 As arranged As incurred Suppliers
Computer, Software and | $1,300 - $2,700 As arranged As incurred Suppliers
POS System Nt 6
Grand Opening $5,000 As arranged As incurred Suppliers
Marketing Not¢ )
Initial Inventory o€ ®) $12,000 - $18,000 As arranged As incurred Us, Suppliers
Utility Deposits Note? $3,000 - $6,000 As arranged As incurred Suppliers
Insurance Deposits — $2,000 - $3,300 As arranged As incurred Insurers
Three Months Note 19)
Travel for Initial Training | $2,500 As arranged As incurred Airlines, hotels,
(Note 11) restaurants
Professional Fees ™12 | $8,000 - $12,500 As arranged As incurred Attorneys,
accountants,
architects,
advisors
Licenses and Permits $2,500 - $3,400 As arranged As incurred Government
(Note 13)
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Additional Funds — Three | $20,000 - $25,000 As arranged As incurred Us, employees,

Months suppliers,

(Note 14) landlord, utility
suppliers

Total Estimate $271,800 - $414,900

(Note 15)

Explanatory Notes to Item 7 for a Franchise Agreement

Note 1: Initial Franchise Fee — The Initial Franchise Fee for a single franchise under a Franchise Agreement
is $45,000.

Note 2: Construction and Leasehold Improvements — This estimate is for the cost of construction,
construction management and build-out of Duff’s CakeMix Studio but does not including furniture,
fixtures and equipment. Our estimates are based on the assumption that the typical square footage of a
Studio ranges from 1,650 to 2,700 square feet. These estimates are based on the assumption that the
location that you select for your Studio is a site delivered to you at a pre-existing stage where existing
interior improvements consist of installed and functional heating/cooling with delivery systems, essential
lighting, electrical switches and outlets, lavatories, a finished ceiling, walls prepared for painting and a
concrete slab floor. This estimate does not include architectural fees or other fees charged by licensed
professionals other than general contractors and licensed tradesmen and do not include any special heating
cooling or ductwork required by a studio. The costs for developing your Studio may be higher or lower
than the estimates provided.

Note 3: Lease Deposits — Three Months — You must operate your Duff’s CakeMix Studio from a Studio
Location that we approve and complies with state and local laws. If you do not already own or lease a
suitable location you will be required to lease a location that meets our standards and is approved by us.
This estimate is based on the assumption that you will be leasing your Duff’s CakeMix Studio Location
and is for the estimated amount of the initial lease deposit that you will be required to pay to the landlord
at the time of signing your lease and before opening your Studio. The estimate is based on the assumption
that your lease deposit will be equal to three months of rent payments. This estimate also includes three
months of rent payments in addition to the lease deposit. The typical square footage for a Studio ranges
from 1,650 to 2,700 square feet. The amount of your lease deposit is something that you will directly
negotiate with the landlord and will vary significantly based on a number of factors that include location
and your own negotiations. This estimate does not include the purchase of real property should you elect to
purchase the real property of your Studio Location.

Note 4: Furniture, Fixtures and Equipment —You will be required to purchase certain types of furniture,
fixtures and equipment for your Studio. Among other things, you will be required to purchase ovens, baking
equipment, mixing equipment, refrigeration, freezers, kitchen equipment, displays, instructional devices,
uniforms, service stations and computer equipment from us, our approved manufacturers, and/or suppliers
and/or subject to our specifications. The costs for furniture and fixtures may differ depending on the
material quality and on other factors. Significant factors that will influence and will increase the cost of
furniture, fixtures and equipment will depend on the size of your Studio. The costs listed here do not include
any transportation or set up costs. It is assumed that some of the equipment will be leased. If you elect to
purchase such equipment, your costs may be higher. Third-party financing may be available for qualified
candidates for some of the leasehold improvement costs, however, with such financing comes associated
costs and fees which will cause the cost to exceed what is indicated in this chart.
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Note 5: Signage — You are required to purchase, subject to our design and construction specifications and
approval, interior and exterior signs and displays that we designate. This estimate is for the cost to produce
wall signage to be mounted to the outside of the building as well as all interior signage. This estimate
includes other elements of brand identification within the Studio such as wall graphics.

Note 6: Computer, Software and Point of Sales System — You will be required to purchase, license and use
the point of sale systems, ordering systems, and applications that we designate. Information about the point
of sale and computer systems are disclosed in Item 11 of this Disclosure Document.

Note 7: Grand Opening Marketing Expense — You must spend a minimum of $5,000 prior to the opening
your Studio to promote your grand opening. You must submit your grand opening marketing plan to us for
our pre-approval.

Note 8: Initial Inventory — Your initial inventory comprised of small wares, uniforms and supplies and your
on-going inventory and supplies (including System Supplies) that you are required to obtain from us, our
affiliate or from our designated suppliers are paid for at standard prices and terms and your ongoing
inventory must be purchased from either us or our approved vendors.

Note 9: Utility Deposits — To secure the appropriate utilities required for the operation of your Studio,
including gas, electric, water, sewer and internet access, you will be required to pay upfront deposits to
each applicable utility company.

Note 10: Insurance Deposits — Three Months — You are required to maintain certain insurance coverage.
Your actual payments for insurance and the timing of those payments will be determined based on your
agreement with your insurance company and agent. This estimate is for the cost of an initial deposit in order
to obtain the minimum required insurance and we estimate this deposit to be equal to the amount of three
months of monthly insurance premium payments. We recommend that you consult with your insurance
agent before signing a Franchise Agreement.

Note 11: Travel for Initial Training — You must complete our pre-opening training program before opening
your Studio. We do not charge a fee for our pre-opening initial training. This estimate is for estimated travel
and lodging expenses that you will incur to attend our pre-opening initial training program.

Note 12: Professional Fees — This estimate is for costs associated with the engagement of professionals
such as attorneys, accountants and architects for advisories consistent with the start-up of a Studio. You
will be required to hire an architect to develop plans that meet our standards and specifications and comply
with applicable laws, rules and regulations for the development and operation of your Studio. We
recommend that you seek the assistance of professional advisors when evaluating this franchise
opportunity, this Disclosure Document, the Franchise Agreement and, if applicable, the Multi-Unit
Development Agreement. It is also advisable to consult these professionals to review any lease and other
contracts that you will enter into as part of the development and operation of your Studio.

Note 13: Licenses and Permits — You must apply for, obtain and maintain all required permits and licenses
necessary to operate a Studio. The licenses will vary depending on local, municipal, county and state
regulations. All licensing fees are paid directly to the governmental authorities when incurred and are due
prior to opening the Franchised Business.

Note 14: Additional Funds — This is an estimate of the minimum recommended levels of additional funds
that may be required to cover operating expenses such as employee salaries, inventory, rent, and utilities
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only for the initial three month period following the opening of your Studio. This estimate includes $5,000
to $10,000 in payroll expenses for the first three months of operation. This estimate does not include
compensation to you or your owners and does not include interest, finance charges, or payments that may
be incurred by you if you financed the development of your Studio. In making this estimate, we have relied
on the experiences of our affiliate in developing and operating a Studio. Before signing a Franchise
Agreement, you should consult with your accountant and advisor to budget and determine the amount of
additional funds that should be reserved and set aside by you to support and capitalize the long-term
operations of your Studio.

Note 15: About Your Estimated Initial Investment — Factors that may influence your costs include: the size
of your Studio; local geographic market and economic conditions including rent, labor, and construction
rates; local licensing costs; competition; the facilities and existing build-out of the Studio Location that you
select; landlord funded tenant improvements and allowances; the capabilities of your management team;
and the level of sales achieved by your Studio. These estimates do not include interest and financing charges
that you may incur and they do not include management level compensation payable to you or your owners.
You should carefully review these estimates with your business, accounting and legal advisors before
making any decision to sign a Franchise Agreement. These estimates are for one Studio only. If you sign a
Multi-Unit Development Agreement, the estimated amount will be required for each Studio that you
develop.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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B. Multi-Unit Development Agreement

YOUR ESTIMATED INITIAL INVESTMENT

Type of Expenditure Amount Method of When Due To Whom
Payment Payment is
Made
Development Area $66,000 - $132,000 Lump sum When Franchise Us
Fee Note D Agreement and Multi-

Unit Development
Agreement are signed

Estimated Initial $271,800 - $414,900 | Estimated Initial Investment is based on estimate
Investment to Open contained in Table A, above, of this Item 7, for a
One Studio Nete) Franchise Agreement. See, Table A

Total Estimate $337,800 - $546,900

(Note 3)

Explanatory Notes to Item 7 for a Franchise Agreement and a Multi-Unit Development Agreement

Note 1: Development Area Fee and Franchise Fees — When you sign a Multi-Unit Development Agreement
you must also sign a Franchise Agreement for the first Studio that you develop under your Multi-Unit
Development Agreement. At the time of signing your Multi-Unit Development Agreement, in addition to
paying us the Franchise Fee for your first Studio, you will pay to us a Development Area Fee. The
Development Area Fee varies depending on the number of additional Studios, over and above the first
Studio authorized by the Franchise Agreement, that you will be authorized to develop within the
Development Area.

The minimum number of Studios that you may be authorized to develop under a Multi-Unit Development
Agreement is three and the maximum number is five. The Development Area Fee is $33,000 for each
Studio, over and above the first Studio authorized by the Franchise Agreement that you will sign with your
Multi-Unit Development Agreement. You will not be required to pay to us an Initial Franchise Fee at the
time of signing the Franchise Agreement for each additional Studio, over and above the Initial Franchise
Fee of $45,000 that you will pay at the time of signing the Franchise Agreement for the first Studio in your
Development Area and the Development Area Fee that you will pay to us at the time of signing the Multi-
Unit Development Agreement.

Note 2: Estimated Initial Investment — This is the estimated initial investment for the development of one
Duff’s CakeMix Studio as reflected in Table A “Franchise Agreement” of this Item 7. It is important to
review Table A of this Item 7 and the Explanatory Notes to Table A in detail.

Note 3: Total Estimate — This is the total estimated investment to enter into a single unit Studio Franchise
Agreement and a Multi-Unit Development Agreement. Under the Multi-Unit Development Agreement, you
will be granted the right to, potentially, develop and operate between three to five Studios. This estimate is
only for the development of one Duff’s CakeMix Studio. This estimate does not include the estimated initial
investment that you will incur each and every time you develop a Studio under your Multi-Unit
Development Agreement, except for your first Studio.
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ITEM 8
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

You may only offer and sell the Approved Services and Products. You may only use those products,
supplies, equipment, technology systems, and services that we authorize and designate in writing. To ensure
that our standards and specifications of quality, service and System development are maintained, you must
operate your Studio in strict conformity with the Franchise Agreement and the methods, standards,
specifications and sources of supply that we designate and prescribe in the Manuals.

Source Restricted Purchases and Leases — Generally

We require that you purchase or lease certain source restricted goods and services for the development and
operation of your Studio. Source restricted goods and services are goods and services that must meet our
specifications and/or that must be purchased from an approved or designated supplier that may include us
or our affiliates. We may designate a supplier, including ourselves or our affiliates, as the exclusive supplier
for the System. Our specifications and list of approved and designated suppliers is contained in our
Manuals. We will notify you of any changes to our specifications or list of approved or designated suppliers.
We may notify you of these changes in various ways, including written or electronic correspondence,
amendments and updates to our Manuals, and other forms of communication. We formulate and modify
our standards and specifications for products and services based on our industry experience and our
management decisions as to the overall operation and expansion of the System. If we have previously
approved a supplier, and their standards fall below our designated standards, we will revoke our approval.
We will notify you in writing of us revoking our approval.

Suppliers and Supplier Criteria

We may designate ourselves and our affiliates as exclusive suppliers of source restricted goods and services.
We may designate ourselves or a third party as the sole and exclusive supplier irrespective of the existence
of competing suppliers. If, in the Manuals, we do not designate a supplier for a particular item, you will
purchase all such products, supplies and services from suppliers who meet our specifications and standards.
Currently, we are not and our affiliates are not approved suppliers of the source restricted goods and services
identified below. Currently no officer of ours owns an interest in any of our designated suppliers.

If you want to purchase or lease a source restricted item from a supplier that has not been previously
approved or designated by us in writing, you must send us a written request for approval and submit
additional information, samples, and testing data that we may request. We may charge you a fee equal to
the costs and expenses that we incur in reviewing and evaluating an alternate supplier, product, and/or
service requested by you. We may request that you send us samples from the supplier for testing and
documentation from the supplier for evaluation. We may also require, subject to our discretion, that we be
allowed to inspect the supplier’s facilities. We will notify you of our approval or disapproval within a
reasonable time not exceeding 60 days after we receive your written request and all additional information
and samples that we request. We may, in our sole discretion, withhold our approval. We do not make our
procedures or criteria for approving suppliers available to our System franchisees, except that when
evaluating the approval of a particular supplier, among other things, we consider: whether the supplier can
demonstrate to our reasonable satisfaction the ability to meet our standards, specifications and production
requirements, the suppliers quality control, whether or not we are the exclusive supplier of the particular
item, whether or not our affiliate or affiliates are the exclusive supplier of the particular item, and whether
or not the suppliers approval, in our sole determination, will allow us to advance the overall interests of the
System and our company.
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We estimate that your purchase of goods and services from suppliers according to our specifications,
including your purchase of goods or services from our designated exclusive suppliers, to represent
approximately 70% of your total purchases and leases in establishing the Franchised Business and
approximately 30% of the on-going operating expenses of the Franchised Business. We currently require
that you purchase or lease the following source restricted goods and services:

1. Lease — We do not review the terms of the lease for your Studio Location but require that your landlord
acknowledge our rights as set forth in the lease agreement rider attached as Exhibit 4 to the Franchise
Agreement (the “Lease Agreement Rider””) and that you collaterally assign the lease to us as set forth in
the collateral assignment of lease attached as Exhibit 5 to the Franchise Agreement (the “Collateral
Assignment of Lease”). We possess the right to disapprove of a proposed lease if the landlord refuses to
sign the Lease Agreement Rider in substantially the form set forth in Exhibit 4 to the Franchise
Agreement. The Lease Agreement Rider grants certain rights to us, including our right to be notified in
the event of a lease default and, potentially, for us to enter the premises of your Studio. You must utilize
our designated exclusive supplier for real estate services.

2. System Supplies — Your Studio must maintain an initial and ongoing inventory of System Supplies.
You must purchase the System Supplies, as designated by us, from us, our affiliates, and/or our
designated suppliers. All cakes, cupcakes, and cake and cupcake toppings, fillings, decorations,
instructional materials, displays, packaging, uniforms, retail items, and beverage ingredients must be
purchased directly from us, our affiliate, or our designated exclusive supplier. Our designated suppliers
of the System Supplies include Sysco and Distinct Indulgence Inc.

3. Furniture and Fixtures — Your Studio must be equipped with branded and unbranded furniture and
fixtures that we designate and that meet our standards and specifications. You may purchase unbranded
furniture and fixtures from any supplier of your choosing, provided that the furniture and fixtures meet
our specifications and standards, which may also include specified manufacturers, brands and models.
If the furniture and fixtures that we designate are specified to be branded with the Licensed Marks, then
you may only purchase them from our designated exclusive suppliers.

4. Signage — The signage for your Studio must meet our standards and specifications and must be
purchased from our designated suppliers.

5. Point of Sale System and Computer Equipment — Currently you are required to purchase, license and
utilize a Clover point of sale system with one configured hardware terminal. Additionally, you must
purchase and maintain a computer system on-site at your Studio Location. In general, you will be
required to obtain a computer system that will consist of certain hardware, software, and peripheral
devices such as printers. You will be required to meet our requirements involving back office and point
of sale systems, security systems, printers, back-up systems, and high-speed internet access.

6. Credit Card Processing — You must use our designated supplier and vendor for credit card processing
which may be integrated with the point of sale system that we designate. Credit card processing fees
will, generally, be based on a percentage of all credit card processed Gross Sales.

7. Online Ordering, Customer Rewards, and Gift Cards — You must use our designated supplier and
vendor for the ability to access and use online, point of sale integrated, web based, and/or app based,
ordering, customer rewards, and/or gift card systems. Currently our designated vendor for these systems is
CakeMix Gift Card, LLC. As you access and utilize these systems you will pay usage fees based on a
percentage of your processed Gross Sales.
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8. Third Party Delivery Services — The operations of your Studio must comply with our policies,
procedures, requirements and restrictions respecting the use of third party food delivery services and
third party online ordering services. We may restrict or prohibit your use of and/or participating in third
party delivery services and/or third party online ordering services. To the extent that we grant you the
right to use a third party delivery service and/or online ordering service we may require that you do so
through accounts and/or agreements controlled by us.

9. Branded Items and Marketing Materials — All materials bearing the Licensed Marks (including, but
not limited to, stationary, business cards, brochures, apparel, signs and displays) must meet our standards
and specifications and must be purchased from either us directly or our designated suppliers. All of your
marketing materials must comply with our standards and specifications and must be approved by us
before you use them. You may market your Studio through approved digital media and social media
platforms provided that you do so in accordance with our digital media and social media policies. You
must purchase all branded marketing materials from either us or our designated exclusive supplier. We
may require that you exclusively use, at your cost, our designated supplier for social and digital media
marketing services and exclusively use, at your cost, our social media platforms, vendors and marketing
channels.

10. Insurance — You must obtain the insurance coverage that we require from time to time as presently
disclosed in the Manuals and as we may modify. All insurance policies required under your Franchise
Agreement and as set forth in the Franchise Agreement must be written by a responsible carrier,
reasonably acceptable to us and all insurance (excluding workers’ compensation) must name us, our
officers, directors, shareholders, partners, agents, representatives and independent contractors as
additional insureds. The insurance policies must include a provision that the insurance carrier must
provide us with no less than 30 days’ prior written notice in the event of a material alteration to, or
cancellation of, any insurance policy. A certificate of insurance must be furnished by you to use at the
earlier of 90 days after the Effective Date of the Franchise Agreement or prior to the commencement of
our initial training program. Insurance coverage must be at least as comprehensive as the minimum
requirements set forth in the chart below and in the Franchise Agreement (Franchise Agreement, Article
8). You must consult your carrier representative to determine the level of coverage necessary for the
Franchised Business. Higher exposures may require higher limits.

Insurance Requirements

a) Coverage against direct physical loss or damage to real and personal property, including
improvements and betterments, written on a special form peril basis, including flood and earthquake,
if the relevant property is situated in a flood or earthquake zone, in an amount equal to 100% of the
Franchised Business’ property value;

b) Comprehensive general liability insurance, written on an occurrence basis, extended to include
contractual liability, products and completed operations, and personal and advertising injury, with a
combined bodily injury and property damage limit of at least $1,000,000 per occurrence and
$2,000,000 in the aggregate;

¢) Statutory workers’ compensation insurance and employers’ liability insurance as required by the
law of the state in which the Franchised Business is located, including statutory workers’
compensation limits and employers’ liability limits of at least $1,000,000;
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d) Business automobile insurance, including liability insurance coverage for hired and non-owned
automobiles, with a combined single bodily injury and property damage limit of at least $1,000,000
per occurrence;

¢) Business interruption insurance equal to 12 months of your net income and continuing expenses
including Royalty Fees;

f) Commercial umbrella liability insurance with total liability limit of at least $1,000,000;

g) Cyber insurance in the amount of at least $1,000,000 protecting against first party and third party
claims;

h) Employment practices liability insurance with a limit of at least $1,000,000 including actions of a
third party and a minimum limit of $100,000 for wage and hour disputes; and

i) All other insurance that we require in the Manual or that is required by law or by the lease or
sublease for the Franchised Business.

Purchase Agreements and Cooperatives

We may negotiate purchase agreements, including price terms, with designated suppliers for source
restricted goods and services for the benefit of franchisees on behalf of the System. We may establish
preferred vendor programs with suppliers on behalf of some or all of the Studios under the System. We
may limit the number of approved vendors and/or suppliers that you may purchase from and we may
designate one vendor as your sole supplier. Presently, there are no purchase or supply agreements in effect
for source restricted products or services and there are no purchasing or distribution cooperatives that you
must join. You will not receive any material benefits for using our designated or approved suppliers.

Our Right to Receive Compensation and Our Revenue from Source Restricted Purchases

We and/or our affiliates may receive rebates, payments and other material benefits from suppliers based on
your purchases and we reserve the right to institute and expand rebate programs in the future. As of the
Issuance Date of this Disclosure Document we have not received revenue from suppliers from franchisee
purchases of source restricted products or services. We do not provide our franchisees with any material
benefits based on a franchisee’s purchase of particular products or services or use of particular suppliers.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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ITEM 9
FRANCHISEE’S OBLIGATIONS

This table lists your principal obligations under the franchise and other agreements. It will help you
find more detailed information about your obligations in these agreements and in other items of this
Disclosure Document.

Table Abbreviations: “FA” — Franchise Agreement; “DA”— Multi-Unit Development Agreement

Disclosure
Obligation Articles in Agreement Document Item
Site selection and FA: 2.A, 3.A. and 3.B. 7and 11
acquisition/lease DA:2,55and 5.6
Pre-opening purchases and leases | FA: 3 and 8 7 and 8
DA: Not applicable
Site development and other pre- FA:3,4,7F.,7.G,71,71J.,8and 9 6,7 and 11
opening requirements DA:2,55and 5.6
Initial and ongoing training FA:4,7.].,14.C. and 14.D. 11
DA: Not applicable
Opening FA:2,3,4 and 9.B. 11
DA:2,3,4.1,4.4,and 4.5
Fees FA:3,4.A.,5,9,10,12,13, 14,15, 16 and 5,6,and 7
18.N.
DA: 4,52 and 7.13
Compliance with standards and FA:3,4,5,7,8,911,12and 13 8and 11
policies/manual DA:2and 5
Trademarks and proprietary FA:6,7,and 11 13 and 14
information DA:2,5and 7.3
Restrictions on products and FA:3,4.C.,and 7 8,11,and 16
services offered DA:2and 5
Warranty and customer service FA:7 16
requirements DA: Not applicable
Territorial development and sales | FA: 2 and 3 12
quotas DA: 4
Ongoing product and service FA:3,4.C.,5and 7 8
purchases DA: Not applicable
Maintenance, appearance and FA:3 and 7 7 and 17
remodeling requirements DA: 5
Insurance FA: 8 7 a