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FRANCHISE DISCLOSURE DOCUMENT

SCOLICARE FRANCHISING LLC
a Delaware limited liability company
Level 5, 15 Kensington Street
. Kogarah, New South Wales
S S CO | I Australia 2217
Tel: 1300 883 884

Website Address: www.scolicare.com
Email: andrew.lyme@scolicare.com

The franchise offered is for the establishment and operation of “ScoliCare” clinics dedicated to
the treatment of scoliosis for children and adults (each, a “Clinic”).

The total investment necessary to begin operation of a new franchised Clinic is $284,300 to
$541,500, and the total initial investment necessary to begin operation of a Clinic when converting
an existing chiropractic or similar use and layout premises is $161,800 to 246,000. This includes
$58,000 that must be paid to the franchisor and/or its affiliate.

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 the 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 format that is more convenient for
you. To discuss the availability of disclosures in different formats, contact Andrew Lyme at
andrew.lyme@scolicare.com (tel: +61 459 654 146).

The terms of your contract will govern your franchise relationship. Don’t rely on the disclosure
document alone to understand your contract. Read all of your 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, DC 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: December 15, 2023, as amended March 26, 2024.
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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 | 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 ltem 20 or Exhibit E.

How much will | 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?

ltem 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 “ScoliCare” 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
“ScoliCare” franchisee?

ltem 20 or Exhibit E lists current and former
franchisees. You can contact them to ask
about their experiences.

What else should | 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.
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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.
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SPECIAL RISKS TO CONSIDER ABOUT THIS FRANCHISE
Certain states require that the following risk(s) be highlighted:

Out-of-State Dispute Resolution. The franchise agreement requires you
to resolve disputes with us by mediation in Los Angeles, California and
litigation in New York, New York. Out of state mediation and litigation may
force you to accept a less favorable settlement for disputes. It may also cost
more to mediate in Los Angeles and litigate in New York than in your own
state.

Limited Operating History. The franchisor is at an early stage of
development and has a 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.

Minimum Royalty Payments. You must make minimum royalty payments,
regardless of your sales levels. Your inability to make the payments may
result in termination of your franchise and loss of your investment.

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

Franchisor

The Franchisor is ScoliCare Franchising LLC, which for the ease of reference, is referred
to as “we,” “us” or “ScoliCare” in this disclosure document. We refer to the party (whether an
individual or an entity) that buys the franchise as “you” throughout this disclosure document. If
you are a corporation or other form of business entity, certain provisions of the Franchise

Agreement also apply to your owners and will be noted.

We are a Delaware limited liability company that was formed on April 19, 2021. Our
franchisees will do business as “ScoliCare.” Our principal business address is Level 5, 15
Kensington Street, Kogarah, New South Wales, Australia 2217 (tel: 1300 883 884).

We are engaged in the business of granting and supporting franchises to operate
“ScoliCare” clinics dedicated to the treatment of scoliosis in children and adults (“ScoliCare
Clinics” or “Clinics”). We do not own or operate any businesses of the type to be operated by
our franchisees. We do not conduct business in any other line of business. We have been offering
franchises of the type being offered in this disclosure document since June 2021. We have never
offered franchises in any other line of business.

Our agents for service of process are attached as Exhibit A to this Disclosure Document.

Our Parents, Predecessors and Affiliates

Our parent is Lasio Rhinus Holdings, Inc. (“LRHI”), a Delaware corporation that was
formed on April 14, 2021, with its principal place of business at Level 5, 15 Kensington Street,
Kogarah, New South Wales, Australia 2217. LRHI will not provide you with any products or
services, nor will it guaranty our performance. LRHI has never offered franchises in this or any
other business.

Our dffiliate is ScoliCare IP Pty Ltd (ACN 646 766 350) (“SIPL”), an Australian limited
liability company, formed on December 22, 2020, with its principal place of business at Level 5,
15 Kensington Street, Kogarah, New South Wales, Australia 2217. SIPL owns our proprietary
marks, and has licensed the proprietary marks to SUIL (defined below) so that SUIL may, in turn,
sub-license them to us. SIPL has never offered franchises in this or any other business.

Our affiliate is ScoliCare US IP LLC (“SUIL”) a Delaware limited liability company that was
formed on April 19, 2021, with its principal place of business at Level 5, 15 Kensington Street,
Kogarah, New South Wales, Australia 2217. As noted above, SIPL has licensed the proprietary
marks SUIL, and SUIL has, in turn, licensed the proprietary marks to us so that we may sub-
license them to our franchisees. SUIL has never offered franchises in this or any other business.

Our affiliate is ScoliCare Pty Ltd. (“SPL”) an Australia limited company that was formed
on December 22, 2020 in New South Wales, with its principal place of business at Level 5, 15
Kensington Street, Kogarah, New South Wales, Australia 2217. SPL sells scoliosis braces
(ScoliBrace) and other specialized stock, consumables and uniforms to franchisees for use in the
operation of ScoliCare Clinics. SPL has never offered franchises in this or any other business.
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ScoliCare Franchises

A ScoliCare Clinic will be operated in a building that bears our trade dress (interior,
exterior, or both) and specializes in the non-surgical treatment of scoliosis using observation,
physical therapy and exercise, bracing, and complementary and alternative therapies, which
include Proprietary ltems (as defined below) as well as non-proprietary items provided to patients
on-site (the “Products”). The services that are associated with offering Products to consumers
are referred to as the “Services.”

Among the distinguishing characteristics of a Clinic are that it operates under our
“ScoliCare” System. Our System includes (among other things): Products; distinctive interior and
exterior design and accessories; opening hours; operational procedures; signage; standards and
specifications; quality and uniformity of treatments, products and services offered; management
and inventory control procedures; software; training and assistance; business format, layouts and
floor plans, methods, equipment lists and layouts, the Proprietary Marks (defined below), as well
as advertising and promotional programs (together, the “System”).

We offer to enter into franchise agreements (“Franchise Agreements”) with qualified
corporations and persons (“you”) that wish to establish and operate a ScoliCare Clinic. Under a
Franchise Agreement, we will grant you the right (and you will accept the obligation) to operate
one ScoliCare Clinic (the “Franchised Business”) at an agreed-upon location (the “Accepted
Location”) that will be specified in the Franchise Agreement. You will either establish a new
Clinic at the Accepted Location (a “New Clinic”) or if you operate an existing chiropractic or similar
use and layout premises at the Accepted Location, you will convert that existing business to a
Clinic (a “Conversion Clinic”). Unless otherwise specified, all references to a Clinic will apply to
both a New Clinic and a Conversion Clinic.

We do not require you to be a medical professional. However, we do require the primary
healthcare clinician/s that are employed at the Franchised Business to undertake our scoliosis
specific training programs and are, at a minimum, a licensed practitioner of physiotherapy,
chropractics, or osteopathy, or a licensed medical doctor.

We identify the System by means of our Proprietary Marks. Our proprietary marks include
certain trade names (for example, the mark “SCOLICARE” and logo), service marks, trademarks,
logos and emblems, as well as other trade names, service marks, and trademarks that we may
periodically specify (all of these are referred to as our “Proprietary Marks”). ScoliCare Clinics must
operate according to our standards and procedures, as set out in our confidential brand manual
and other written instructions relating to the operation of a ScoliCare Clinic (the “Brand Manual”).

Market and Competition

The general market for the type of scoliosis treatment Clinic that we are marketing is
developing. The Franchised Business will compete primarily with local healthcare clinics (such as
chiropractors, physical therapy businesses and orthopedic surgery practices) the market is
competitive. A ScoliCare Clinic markets to adolescents and adults with scoliosis and to health
professionals. We plan to continue controlled expansion to improve name recognition and the
reputation of the System.
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Industry Specific Laws

You must comply with all applicable local, state, and federal laws that apply to the
operation of the Franchised Business, including, for example, the Health Insurance Portability and
Accountability Act of 1996 (HIPAA) and related regulations, patient privacy, chiropractic and
physiology licenses, employment, and tax laws. You will likely be subject to additional regulations,
including, for example, zoning, building code, health, sanitation, no-smoking laws. The Americans
with Disability Act of 1990 and state equivalents require readily accessible accommodation for
disabled persons and therefore may affect your building construction, site elements, entrance
ramps, doors, seating, bathrooms, drinking facilities, etc. You may be required to obtain permits
and business licenses before undertaking construction or operating the business. We urge you to
make inquiries about any laws or regulations that may affect the operation of your Franchise.

ITEM 2
BUSINESS EXPERIENCE

Chief Executive Officer and Chairman of the Board of Directors: Jeb McAviney

Mr. McAviney has been our Chief Executive Officer and Chairman of our Board of
Directors since our inception in April 2021. He is also, and has been since August 2011, a Member
of the Board of Directors and Chief Executive Officer for our affiliate SPL.
Chief Innovation Officer: Michelle McAviney

Ms. McAviney has been our Chief Innovation Officer since our inception in April 2021. She
is also, and has been since August 2011, a Member of the Board of Directors and Chief Innovation
Officer for our affiliate SPL.
Chief Operating Officer: Melanie Ward

Ms. Ward has been our Chief Operating Officer since our inception in April 2021. She has
also been Operations Manager for our affiliate SPL since November 2017. Before that, she was
Strategy and Development Manager for Collective Wellness Group & Anytime Fitness Australia
in Sydney, NSW, Australia from August 2014 to November 2017.
Chief Commercial Officer: Andrew Lyme

Mr. Lyme has been our Chief Commercial Officer since our inception in April 2021. He is

also, and has been since December 2014, Managing Director for Global Retail Partners in
Sydney, NSW, Australia.

ITEM 3
LITIGATION

No litigation is required to be disclosed in this Item.
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ITEM 4
BANKRUPTCY

No bankruptcy is required to be disclosed in this Item.

ITEM S5
INITIAL FEES

Initial Franchise Fee

When you sign the Franchise Agreement, you must pay us an initial franchise fee of
$49,000. The initial franchise fee will be fully earned when paid, must be paid in one lump-sum
amount, and is non-refundable. The initial franchise fee is uniform for new franchisees; however
in our last fiscal year the initial franchise fee was waived for one franchisee, and a 50% reduction
was given to two franchisees.

There are no other payments to or purchases from us or our affiliates that you must make
before you begin operating your Franchised Business.

Initial Digital Site Advertising Program

Upon signing the Franchise Agreement, you must deposit the sum of $9,000 with us for the
“Initial Digital Site Advertising Program” for the Franchised Business, which will be conducted during
the six month period following the date the Franchised Business begins operations. We will manage
this program, and the disbursement of the funds for the program will be spent directly on Digital Site
advertising efforts and search engine optimization geographically targeted to the Franchised Business.
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ITEM 6
OTHER FEES

Type Of Fee Amount When Due Remarks
Royalty Fee The greater of 5% By the 14t day of | Royalty Fees are paid via
(Notes 1 and 2) | of Gross Sales, or | every Period for electronic funds transfer, or

the Minimum the preceding another method we designate. If

Royalty Fee due. Period you do not report your Gross

See Note 3 Sales, we will charge (or deduct

from your bank account) the
Minimum Royalty Fee. When we
have determined your accurate
Gross Sales, if you owe us
additional Royalty Fees we will
charge (or deduct from your
bank account) any balance due
on a day we specify

Transfer The greater of On closing of There is no transfer fee when an
(Notes 1 and 3) | $24,500 or 50% of | transfer individual transfers to his/her
our then-current business entity, one time only.
initial franchise fee,
plus any applicable
broker or
commission fees
Initial No fee paid to us As incurred We do not charge a training fee
Management for up to four for four individuals to attend our
Training individuals initial training program. If you
(Note 1) attending our send more than three individuals
training program. to our initial training, you must
pay us a training fee for each
$5,000 per person additional individual. You will
for additional bear the cost of any wages,
trainees. benefits, travel, lodging and
meal expenses incurred by you
Costs and and your attendees during initial
expenses of training
attending training.
Additional Our then-current At time of training | If you ask that we provide
Training tuition rate (which additional on-site training, then
(Note 1) is currently $150 you will pay our then-current
per hour), plus tuition rate plus our
expenses. representative’s expenses,

including travel, lodging and
meals. If you ask for additional
training at our training site, you
will incur these expenses for
your attendee, as well as the
tuition fee.
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Type Of Fee Amount When Due Remarks

Marketing 4.5% of Gross Payable at the See Item 11 for a description of
Contribution Sales. See Note 4 | same time and in | the Marketing Fund.

(Note 4) the same manner

as the Royalty
Fees

Renewal Fee

The greater of
$12,250 and 25%
of the then-current
initial franchise fee

At time of renewal

Relocation
Expenses

Will vary under
circumstances

At time of
relocation
(Note 5)

You may not relocate the
Franchised Business without our
prior written consent. Any
proposed relocation will be
subject to our review and
approval, and the payment (in
advance) of Relocation
Expenses (Note 5).

Interest

1.5% per month or
the highest
applicable rate,
whichever is less

On demand

Payable on any amounts owed
to us or our affiliates that is
overdue

Supplier
Evaluation

Reasonable costs
of evaluation

On demand

Payable either by you or the
proposed new supplier if you
request to buy products from an
unapproved supplier

Audit Fees

Cost of audit plus
interest on
underpayment.

On demand

If an audit is required due to
your failure to provide reports, or
if an audit reveals an
understatement of any amount
by 2% or more, you must pay
any understated amount to us
plus interest, and you must
reimburse the costs of the audit.
We retain our other rights under
the Franchise Agreement and
applicable law, including the
right to terminate your Franchise
Agreement

Securities
Offering Fee

$10,000 (or our
reasonable costs
and expenses, if
more)

Upon demand

Only due if you or an affiliate
engage in a securities offering.
You also must indemnify us (see
below).

ScoliCare Franchising LLC FDD PK 230116.3 (December 15, 2023, as amended March 26, 2024) 6




ScoliCare - 2023 Amended FDD (12)

Type Of Fee

Amount

When Due

Remarks

Indemnification

Will vary under
circumstances

When incurred

You must defend, indemnify and
hold us and our affiliates and
various other parties harmless
from all losses, damages,
liability, costs and expenses etc.
of any kind arising in whole or in
part from the operation of your
Business or any violation of your
Franchise Agreement with us.

Attorneys’ Fees

circumstances

Convention / $250 per person As incurred You must attend the conventions
Meeting per day. and meetings that we may
Attendance Fee periodically require. We may
charge this fee for each person
who is required to attend (and, if
applicable, additional attendees
that you choose to send as well).
Inspection Fee Our then-current As incurred You must pay these amounts if
per diem fee, not to additional inspections at the
exceed $3,000 per Franchised Business are
inspection, plus our required when a violation has
reasonable travel occurred and you have not
expenses. corrected the violation, or if you
did not provide us with your
records or access to your
records upon reasonable
request that is permitted under
the Franchise Agreement.
Costs and Will vary under As incurred You must reimburse us for our

costs in enforcing the terms of
your Franchise Agreement with
us

Technology Fee

$650 to $700 per
month

Payable to us or
our designee at
the same time
and in the same
manner as the
Royalty Fees

This fee is payable for software
licenses required to operate the
Franchised Business including
IT helpdesk support.

Notes to Item 6 chart:

Note 1: All fees are uniformly applied to new system franchisees and are non-refundable.
However, in instances in which it was appropriate to do so, we have waived some or all of these
fees for particular franchisees.

Note 2: “Gross Sales” means all revenue from the sale of all Products and services and all other

income of every kind and nature related to, derived from, or originating from the Franchised
Business (whether or not permitted under the Franchise Agreement), including barter and the
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proceeds of any business interruption insurance policies, whether for cash or credit, and
regardless of theft, or of collection in the case of credit. Gross Sales excludes: (a) any legitimate
and reasonable discounts and/or refunds that you provide to patients; and (b) sales taxes or other
taxes that you collect from your patients and actually pay to the appropriate taxing authorities.

The “Minimum Royalty Fee” is $21,000 during the first year after you begin operations, and will
increase by 5% each additional year during the term. (By way of example, the Minimum Royalty
Fee will be $22,050 in your second year, $23,152.50 in your third year, etc.)

The term “Period” means a four or five-week accounting interval during the calendar year for the
purpose of organizing books and records (with 12 or 13 Periods in one year). We may establish
the schedule for Periods with reasonable advance notice to you.

Note 3: If you are selling your Franchised Business and the purchaser is an individual or company
that has previously been referred to us by a franchise broker or is otherwise current in our
franchise sales process, then you must pay the applicable franchise broker fees (or any other
applicable fees) if the sale to that individual/company is completed as a condition to our approving
the sale and transfer.

Note 4: You must contribute an amount equal to 4.5% of your Gross Sales as a “Marketing
Contribution,” which we have the right to allocate in the proportion that we designate among the
following:

o the System-wide marketing and promotional fund (the “Marketing Fund”);

¢ local marketing, which we may allocate between:

(a) any regional cooperative marketing fund established for your area (a “Regional
Fund”) (but we are not required to establish a Regional Fund for your area); and
(b) funds that you will spend on local marketing and promotion.

Note 5: If you wish to relocate the Franchised Business, then you must reimburse us (in advance)
for the costs and expenses that we reasonably expect to incur (including, if we deem necessary
to visit the proposed new location, the costs of travel, lodging and meals for our representatives
to visit the proposed location), and our legal fees and related expenses incurred in connection
with reviewing, approving, and documenting your relocation of the Franchised Business to a new
site (the “Relocation Expenses”). The parties will reconcile the Relocation Expenses within 30
days after you have reopened your Clinic at the new location, based on a statement of our actual
Relocation Expenses, at which time: (a) we will refund to you the unused balance of the funds
that you have advanced as compared to our actual Relocation Expenses; or (b) you will pay us
the additional amount necessary to fully reimburse us for our actual Relocation Expenses.
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ITEM 7
ESTIMATED INITIAL INVESTMENT

The following tables present estimated initial investment information for the development of a
Conversion Clinic (Table 1) and a New Clinic (Table 2).

Please read these tables together with the notes that follow.

Table 1 — Conversion Clinic
YOUR ESTIMATED INITIAL INVESTMENT
Item Estimated Method Of When Due To Whom Paid
Cost Payment
Franchise Fee $49,000 Lump Sum When you sign Us
(Note 2) the Franchise
Application
Agreement and
Franchise
Agreement
Lease/Rent (Note 3) $3,300 - As arranged As arranged Third Parties
$11,500
Leasehold $21,000 - As arranged As arranged Contractors;
Improvements; $36,000 suppliers
Construction Costs
(Note 4)
Equipment and $26,000 to As arranged As incurred Suppliers
Furniture (Note 5) $30,000
Opening Advertising $5,000 As arranged As arranged Various
(Note 6)
Training (Note 7) $3,500 As arranged As arranged Local provider
to $5,000
Start-up Supplies and | $3,000 to As arranged As incurred Suppliers
Inventory (Note 8) $6,500
Utility Deposits (Note | $0 As arranged As incurred Utility
9) companies
Professional Fees $5,000 to As arranged As arranged Lawyer,
(Note 10) $10,000 Accountant and
Consultant
Insurance (Note 11) $5,000 to As arranged As arranged Insurance
$10,000 provider
Medical Equipment $2,000 to As arranged As incurred Suppliers
and Inventory (Note $4,000
12)
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Table 1 — Conversion Clinic

YOUR ESTIMATED INITIAL INVESTMENT

Additional Funds — $30,000 to As arranged As arranged Not Applicable
3 Months (Note 13) $70,000
Initial Digital Site $9,000 As arranged When you sign Us
Advertising Program the Franchise
(Note 14) Agreement
Total (Note 15) $161,800 to
$246,000
Table 2 — New Clinic
YOUR ESTIMATED INITIAL INVESTMENT
Item Estimated Method Of When Due To Whom Paid
Cost Payment
Franchise Fee (Note 2) $49,000 Lump Sum When you sign Us
the Franchise
Application
Agreement and
Franchise
Agreement
Lease/Rent (Note 3) $9,800 As arranged As arranged Third Parties
to $36,000
Leasehold $72,000 As arranged As arranged Contractors;
Improvements; to $215,000 suppliers
Construction Costs
(Note 4)
Equipment and $28,000 As arranged As incurred Suppliers
Furniture (Note 5) to $33,000
Opening Advertising $5,000 As arranged As arranged Various
(Note 6)
Training (Note 7) $3,500 As arranged As arranged Local provider
to $5,000
Start-up Supplies and $3,000 As arranged As incurred Suppliers
Inventory (Note 8) to $6,500
Utility Deposits (Note 9) $1,000 As arranged As incurred Utility
to $3,000 companies
Professional Fees $5,000 As arranged As arranged Lawyer,
(Note 10) to $10,000 Accountant and
Consultant
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Table 2 — New Clinic

YOUR ESTIMATED INITIAL INVESTMENT

Item Estimated Method Of When Due To Whom Paid
Cost Payment

Insurance (Note 11) $5,000 As arranged As arranged Insurance
to $10,000 provider

Medical Equipment and $60,000 As arranged As incurred Suppliers

Inventory (Note 12) to $90,000

Additional Funds — $30,000 As arranged As arranged Not Applicable

3 Months (Note 13) to $70,000

Initial Digital Site $9,000 As arranged When you sign Us

Advertising Program the Franchise

(Note 14) Agreement

Total $284,300

(Note 15) to $541,500

Notes to Item 7 tables:

In general, none of the expenses listed in the above chart are refundable, except any
security deposits you must make may be refundable and the initial franchise fee is partially
refundable in certain circumstances (see Item 5). We do not finance any portion of your initial
investment.

Note 1. The totals in each of the tables above set out the estimated initial investment for a New
Clinic and a Conversion Clinic. The above figures do not take into account any possibility of
reduced costs. We strongly encourage you to consult your own tax and accounting professionals
and advisors to determine the correct treatment of taxes and expenses.

Note 2. The initial franchise fee and certain expenses are discussed in detail in Item 5. Except as
detailed in Item 5, the initial franchise fee is non-refundable.

Note 3. If you do not own a location for your Franchised Business, you must purchase or lease a
space. You will probably need to lease a space at least four months in advance; however, you
may attempt to negotiate an abatement from the landlord. The expenses represented in the table
reflect businesses that are within the preferred target range of 1,400 to 2,400 square feet.

The figures in Table 1 for a Conversion Clinic are calculated on the following assumptions: (a)
you are already leasing a premises with the same internal layout of a ScoliCare Clinic; (b) you will
have to pay rent (estimated two months) while refurbishing the premises suitable for a ScoliCare
Clinic before you open, and no additional security deposit is needed as this is already in place);
(c) for 1,400 to 2,400 sq. ft. of space; (d) at $14 to $28 per square foot, per year. If the site at
which you operate the existing business is larger, has a higher rental cost, or if you have to pay
for more months’ rent in the pre-opening period, then your costs will be higher than those in the
table.
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The figures in Table 2 for a New Clinic are calculated on the following assumptions: (a) you will
have to pay six months’ rent (made up of one month’s rent after you open, two months’ rent before
you open, and three month’s rent as a security deposit); (b) for 1,400 to 2,400 sq. ft. of space; (c)
at $14 to $28 per square foot, per year. If the site you choose is larger, has a higher rental cost,
or if you have to pay for more months’ rent in the pre-opening period, then your costs will be
higher than those in the table.

Rental rates vary considerably from market to market, and from location to location within each
market. Rents may vary beyond the range that we have provided, based on factors such as
market conditions and competition in the relevant area, the type and nature of improvements
needed to the premises, the size of the Franchised Business, the terms of the lease, and the
desirability of the location. If you decide to purchase the property for the location of your
Franchised Business, you will incur additional costs that we cannot estimate.

Note 4. We will provide you, at no charge, with prototype design and image specifications for a
ScoliCare Clinic. You must adapt, at your expense, the layout we provide, subject to our approval.
You will need to construct improvements, or “build out” the premises at which you will operate the
Franchised Business. Occasionally, for a New Clinic, you will take the premises in “vanilla box”
condition (e.g., primed drywall ready to be painted, but without improvements). Among other
things, you will need to arrange for proper wiring and plumbing, floor covering, wall covering,
partitions, heat, air conditioning, lighting, painting, bathroom facilities, signage and the like. For a
Conversion Clinic, you will need to arrange all design and approvals, layout modifications,
painting, brand treatments, signage and the like for the partitions, flooring and lighting, among
other things, that is the same layout as for a ScoliCare Clinic. You will need to hire a licensed
architect and a licensed builder. Costs are likely to vary, and may be much higher, if you wish to
establish your Franchised Business in an area where special requirements of any kind (for
example, historical, architectural, or preservation requirements) will apply.

Note 5. We require franchisees to purchase or lease equipment needed to operate the Franchised
Business, including consulting beds, tables, chairs, workshops tools, exercise equipment, desks,
chairs, computers, and other things. You will need to obtain the exact equipment we specify and
in some cases from the vendor we specify. The amount spent for equipment will vary for each
ScoliCare Clinic depending upon the Clinic’s size, style, and local zoning requirements.

Note 6. For a Franchised Business, you must spend this amount on opening advertising. You
may spend additional amounts with our approval. The vehicle you use in connection with the
Franchised Business must be professionally wrapped to meet our specifications, and the amount
in the Charts includes the cost of vehicle wrapping.

Note 7. This figure includes the cost for transportation, meals and other expenses associated with
pre-opening training and travel to initial management training for two individuals. In addition, we
may require that you or your personnel attend and successfully complete additional training and
re-training sessions that we may periodically offer and you shall pay us our then current fees for
the training. You must pay all travel, living and other expenses in connection with the training
programs, including wages and any training fees, in advance of the training.

Note 8. All items of inventory which you obtain from sources of your own choosing are paid for
directly to the supplier of those inventory items at prices agreed upon by you and the supplier.
Start-up supplies and inventory of products will vary based on expected volume of business and
size of storage areas in the building.
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Note 9. You may be required to pay certain deposits for the utilities (gas, electric, water/sewer,
internet, etc.) for the Clinic, however Table 1 presumes these deposits are already in place.

Note 10. The estimate is for legal, accounting, administrative, traffic studies, demographic
studies, and miscellaneous other professional fees that you may incur before you open for
business, including (among other things) to assist you in reviewing the Franchise Agreement.
Your actual costs may vary, for example, depending on the degree to which you rely upon your
advisors, type of financing, lease negotiations, and the permitting process in your city. The hourly
rates for advisors, accountants, and legal professionals will also vary.

Note 11. You will need to obtain the insurance coverage as may be reasonably required by us or
your landlord. This amount represents the estimate for the insurance premium. Iltem 8 of this
Disclosure Document and the Franchise Agreement specifies the required amounts necessary
for your Franchised Business.

Note 12. Medical equipment includes an x-ray machine. This figure in Table 1 presumes that a
Conversion Clinic already has an x-ray machine.

Note 13. You will need capital to support on-going expenses, such as payroll, to the extent that
these costs are not covered by sales revenue. New businesses often generate a negative cash
flow. We estimate that the amount given will be sufficient to cover on-going expenses for the start-
up phase of the business, which we calculate to be three months. This is only an estimate,
however, and there is no assurance that additional working capital will not be necessary during
this start-up phase or after.

Your credit history could impact the amount (and cost) of funds needed during the start-up phase.
If you have no credit history or a weak credit history suppliers may give you less favorable lending
and payment terms, which might increase the amount of funds you will need during this period.

Note 14. Upon signing the Franchise Agreement, you must deposit the sum of $9,000 with us for
the Initial Digital Site Advertising Program for the Franchised Business, which will be conducted
during the six month period following the date the Franchised Business begins operations.

Note 15. We relied on our affiliates’ own experience and information by operating ScoliCare
Clinics in Australia when preparing these figures. While the “low amount” total represents the sum
of the lowest estimated initial investment expenditures for each category in the table, and the
“high amount” total represents the sum of the highest estimated initial investment expenditures
for each category in the table, we expect that your overall expenditures will fall somewhere
between the low amount and high amount range, as it is not common for each of a franchisee’s
initial investment expenditures to match the lowest expected for each category, nor the highest
for each category (for example, while rent costs may be close to the estimated low amount,
construction costs may be close to the estimated high amount). These are only estimates,
however, and there are numerous ways in which your costs may be higher or lower depending
on the choices you make in connection with the development of your Franchised Business. You
should review these estimates on your own, preferably with a business advisor of your own
choosing.

You should review these figures carefully with a business advisor before making any
decision to purchase the franchise. We do not offer direct or indirect financing to franchisees for
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any items. Unless specifically noted otherwise, the amounts are estimates only and may not be
definitive in every situation. They present a range of estimates which we consider reasonable
based upon our affiliates’ experience, but we cannot guarantee that you will not incur additional
expenses when starting your business. The actual amount of additional funds you will need
depends on a variety of factors, such as whether you extend credit terms to patients or the time
of year that you start to operate your business. These estimates do not include the cost to you of
any financing that may be required to establish your franchise.

ITEM 8
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

General

To insure that the highest degree of quality and service is maintained, you must operate
the Franchised Business in strict conformity with the methods, standards, and specifications as
we may periodically prescribe in the Brand Manual or otherwise in writing.

At all times during the term of the Franchise Agreement, you must:

o sell or offer for sale only those Products, authorized services and items using the
standards and techniques that we have approved in writing for you to offer and use at your
Franchised Business;

o sell or offer for sale all Products, authorized services and items using the standards and
techniques that we specify in writing;

e not deviate from our standards and specifications; and

o stop using and offering for use any Products or services that we at any time disapprove in
writing (recognizing that we have the right to do so at any time).

If you deviate (or propose to deviate) from our standards and specifications, whether or not
we have approved, the deviation will become our exclusive property.

You must buy all products, equipment, furniture, supplies, materials (such as packaging),
and other products used or offered for sale at the Franchised Business only from suppliers
(including manufacturers, distributors, and other sources) that we have approved in writing (and
see below regarding restrictions for Proprietary Iltems). When considering whether to approve any
particular possible supplier, we will consider (among others) the following factors: whether the
supplier can show, to our reasonable satisfaction, the ability to meet our then-current standards
and specifications; whether the supplier has adequate quality controls and capacity to supply the
System’s needs promptly and reliably; and whether the supplier’s approval would enable the
System, in our sole opinion, to take advantage of marketplace efficiencies. We will make our
criteria available to you upon request. You may not buy items from any supplier that we have not
yet approved in writing, and you must stop buying items from any supplier who we approve, but
later disapprove. As explained above, we have the right to designate only one supplier for certain
items (which supplier may be us or one of our affiliates). We (or our affiliates) may derive revenue
from your purchases of products or other items.
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Certain Products that you offer at your Franchised Business are produced according to
our proprietary standards and specifications (and/or those of our affiliates) (our “Proprietary
Items”). In order to maintain the high standards of quality and uniformity associated with
Proprietary Items, and other products bearing the Proprietary Marks, you must purchase those
Proprietary ltems and products, as well as any packaging bearing the Proprietary Marks (and any
other products we may now or in the future designate), only from us, our affiliates, and/or our
approved suppliers, and not offer or sell any other such products at or from your Franchised
Business.

If you want to buy any products (other than the Proprietary Items), or any other items from
an unapproved supplier, you first must submit to us a written request asking for our approval to
do so. You may not purchase from any proposed new supplier until we have reviewed and, if we
think it is appropriate, approved in writing the proposed new supplier. Among other things, we will
have the right to require that our representatives be permitted to inspect the proposed new
supplier's facilities, and that samples from that supplier be delivered either to us or to an
independent laboratory that we designate for testing. Either you or the proposed new supplier
must pay us a charge (which will not exceed the reasonable time and cost of the inspection and
the actual cost of the tests). We also may require that the proposed new supplier comply with
certain other requirements that we may deem appropriate, including for example payment of
reasonable continuing inspection fees and administrative costs, or other payment to us by the
supplier on account of their dealings with you or other franchisees, for use, without restriction
(unless otherwise instructed by the supplier) and for services that we may render to our suppliers.
We reserve the right, at our option, to periodically re-inspect the facilities and products of any
approved supplier and to revoke our approval if the supplier does not continue to meet any of our
then-current criteria.

We estimate that we will be able to notify you of our approval or disapproval of a proposed
new supplier within 30 business days after receipt of your written request and any additional
information that we may request about the proposed supplier, although the Franchise Agreement
does not specify how long our evaluation process may take. This is only an estimate and the
actual approval time may be shorter or longer than 30 days.

The Franchise Agreement also provides that you may not use any item bearing our
trademarks without our prior written approval as to those items.

We estimate that your purchases of the products from approved or designated suppliers
will be approximately 15% to 35% of your initial investment and approximately 30% of your
ongoing operations.

You must allow us or our agents, at any reasonable time, to inspect products and
equipment and to remove samples of items or products, without payment, in amounts reasonably
necessary for inspection or testing by us or a third party to determine whether those samples
meet our then-current standards and specifications. We may require you to bear the cost of that
testing if we did not previously approve in writing the supplier of the item or if the sample that we
take from your Franchised Business fails to conform to our specifications.

Required Purchases from Us

Franchisees must purchase scoliosis braces and rolls, brace accessories, and certain
software from us or our affiliate. In the last fiscal year, our affiliate SPL received $168,625 in
revenues from franchisee purchases of products, which represented 3.89% of SPL’s total
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revenues of $4,339,785. The dollar amounts in this paragraph were converted from Australian
Dollars to U.S. Dollars at a rate of AUD$1.00 = USD$0.63.

Jeb McAviney, our Chief Executive Officer, and Michelle McAviney, our Chief Innovation
Officer, own an interest in our affiliate, SPL, which as noted above in Item 1 sells scoliosis braces
(ScoliBrace) and other specialized stock, consumables and uniforms to franchisees for use in the
operation of ScoliCare Clinics. Otherwise, there are no approved suppliers in which any of our
officers owns an interest. We do not provide material benefits to you based upon your use of
designated or approved sources or your purchase of particular products or services.

Purchasing or Distribution Cooperatives and Purchase Arrangements

We may establish strategic alliances or preferred vendor programs with suppliers that are
willing to supply some products or services to some or all of the ScoliCare Clinics in our System.
If we do establish those types of alliances or programs, we may limit the number of approved
suppliers with whom you may deal, we may designate sources that you must use for some or all
products and services, and we may refuse to approve proposals from franchisees to add new
suppliers if we believe that action would be in the best interests of the System or the franchised
network of ScoliCare Clinics.

Currently, there are no purchasing or distribution cooperatives in existence. There are no
negotiated purchase arrangements in effect at this time.

Supplier Allowances

We have the right to collect and retain all manufacturing allowances, marketing
allowances, rebates, credits, monies, payments or benefits (collectively, “Allowances”) offered
by suppliers to you or to us (or our affiliates) based upon your purchases of products, equipment,
and other goods and services. These Allowances include those based on System-wide purchases
of products, equipment and other items. The amount of Allowances varies from supplier to
supplier. While the percentage of the commission or royalty will be a range, the exact percentage
depends on the volume of purchases and which products are purchased. During our last fiscal
year we did not receive any Allowances.

Computer System

You must purchase and install computer hardware as we may periodically specify. You
must also use such computer software programs in the operation of your Business that we may
specify, including our customized relationship management software, which is available only from
our affiliate or designated supplier. We may require you to sign a software license agreement in
connection with your use of designated software.

Insurance

Under the Franchise Agreement, you must obtain and maintain at least the following
insurance coverages:

¢ comprehensive general liability insurance, written on an occurrence basis, extended to

include contractual liability, products and completed operations, and personal and
advertising injury, tenant’s liability and medical payments with a combined bodily injury
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and property damage limit of at least $2,000,000 in the aggregate and $1,000,000 per
occurrence;

o Automobile liability insurance covering all licensed vehicles owned or operated by or on
behalf of you, with limits of liability not less than $1,000,000;

e Statutory workers’ compensation insurance and employer’s liability insurance with a
minimum limit equal to at least $1,000,000;

e Data theft and cybersecurity coverage with limits of liability not less than $1,000,000
combined single limit to cover all first and third party cyber claims, including ransomware,
and social engineering for $100,000;

e Employment practices liability insurance limits of at least $500,000 to cover any wrongful
employment acts, third-party liability for discrimination and harassment, including wage
and hour defense for at least $100,000 and including us as a co-defendant;

e Commercial umbrella liability insurance (subject to Section 15.2 below) with limits of at
least $2,000,000;

o Property insurance to cover 100% of the replacement cost of all build-out, furniture,
fixtures, equipment and inventory used in the Franchised Business;

e Business income and extra expense insurance to cover actual loss sustained for 12
months (unless not commercially available in which case coverage for at least 50% of your
annual Gross Sales);

e Professional liability insurance with limits of at least $3,000,000 in the aggregate to cover
any wrongful act or malpractice claim brought against you and/or us as a result of your
professional services in connection with the Franchised Business; and

e any other insurance coverage that is required by federal, state, or municipal law.

Each insurance policy required under the Franchise Agreement must be primary and
noncontributory and must be issued by an issuer we approve, who must have a rating of at least
“A-" (V1) in the most recent Key Rating Guide published by the A.M. Best Company (or another
rating that we reasonably designate if A.M. Best Company no longer publishes the Key Rating
Guide) and must be licensed to do business in the state in which the Franchised Business is
located. All liability and property damage policies must name us as additional insureds and must
provide that each policy cannot be cancelled unless we are given thirty days’ prior written notice.

We may periodically increase required coverage limits or require additional or different
coverage to reflect inflation, identification of new risks, changes in the law or standards of liability,
higher damage awards and other relevant changes in circumstances. You must deliver to us (and
in the future maintain on file with us) valid and current certificates of insurance showing that all
required insurance is in full force and effect. The requirements specified in the Franchise
Agreement are only minimums and you are encouraged to review whether additional coverage
may be appropriate in your market and for your business.
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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.

Obligation

Section in Franchise
Agreement

Item In Disclosure
Document

. Site selection and

acquisition/lease

§ 1, 3.2, 5.2, Site Selection
Addendum

ltems 11 and 12

. Pre-opening purchases/leases

§5

ltems 7 and 8

. Site development and other pre-
opening requirements

§§3.2,3.3,3.8,5

ltems 6, 7 and 11

. Initial and ongoing training

§§2.2.8,3.1,6, and 16.5.8

ltems 6 and 11

. Opening

§3.4,3.8,51and 8.2

ltem 11

Fees

§§2.2.6,4,13.1,14.1.7,
and 16.5.9

ltems 5,6 and 7

Compliance with standards and
policies/operating manual

§§ 3.3, 5, 8,and 10

ltem 8

. Trademarks and proprietary
information

§§1.1and 9

Iltems 13 and 14

Restriction on products/services
offered

§§1.5,7.1,7.2, and 8.4

Iltem 8 and 16

Warranty and customer service
requirements

§8.3

Not applicable

. Territorial development and sales
quotas

§§ 1.3, 1.5and 1.6

ltem 12

Ongoing product service
purchases

§7

ltems 8 and 11

. Maintenance, appearance, and
remodeling requirements

§§2.2.2,5,8.7,8.8, 16,55

Iltems 6 and 17

N. Insurance

§ 15

ltems 7 and 8

. Advertising

§13

Iltems 6 and 11

P. Indemnification

§ 21.4 and Exhibit B

ltem 6
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Obligation

Section in Franchise
Agreement

Item In Disclosure
Document

Q. Owners participation /
management / staffing

§§ 8.3, 8.10, and 19.1

ltem 15

R. Records and reports

§§4.2and 12

ltems 9 and 11

S. Inspections and audits §§3.8,7.1.4,8.4.3, 8.1, Item 6, 11 and 13
and 12
T. Transfer §§ 8.10 and 16 ltems 9 and 17
U. Renewal §2.2 Item 17
V. Post-termination obligations §18 ltem 17
W. Non-compete agreements §19 Item 17
X. Dispute resolution § 27 Item 17
Y. Taxes/permits §§ 8.7 and 20 Item 1
Z. Other (personal guarantee) Exhibit B Not applicable
ITEM 10
FINANCING

We do not offer direct or indirect financing. We do not guarantee your note, lease or

obligation.

FRANCHISOR’S ASSISTANCE, ADVERTISING, COMPUTER SYSTEMS AND TRAINING

ITEM 11

Except as listed below, we are not required to provide you with any assistance.

Pre-Opening Obligations:

Before you open your Franchised Business under the Franchise Agreement:

(1) We will provide to you (or to your Operating Owner (defined below)), as well as your
Certified Manager and Additional Trained Personnel (defined below), our standard
initial training program at our headquarters or another location that we designate. We
will make this training available for up to four individuals. You may send more, but at
your own expense. (Training is also discussed below in this Item 11 under the
subheading “Training.”) Franchise Agreement, Sections 3.1, 6.2.

(2) We will make available to, at no additional charge, our standard layout, design, image
and experience specifications for a Clinic based on the format you have chosen to
develop and operate, including the exterior and interior design and layout, fixtures,
furnishings, equipment, and signs. We will also provide certain site selection and lease
review assistance. Franchise Agreement, Sections 3.3 and 5.3.
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(3) We may evaluate the Franchised Business before it first opens for business. You
agree not to open the Franchised Business to patients or otherwise start operation
until you have received our prior written approval to do so. Franchise Agreement,
Section 3.8.

(4) We will provide a representative to be present at the opening of the Franchised
Business. We will provide such additional on-site pre-opening and opening supervision
and assistance that we think is advisable. Franchise Agreement, Section 3.4.

(5) We will assist you in developing the Grand Opening Marketing Program (defined in
Iltem 11 below). Franchise Agreement, Section 3.6.

(6) We will lend you, for the duration of the Franchise Agreement, one copy of the Brand
Manual (which is more fully described in ltem 14 below). Franchise Agreement,
Section 3.5. There are 270 pages in the Brand Manual. The Table of Contents of the
current Brand Manual is attached as Exhibit G to this FDD.

We are not required by the Franchise Agreement to furnish any other service or assistance to
you before the opening of your Franchised Business.

Post-Opening Obligations:

We are required by the Franchise Agreement to provide certain assistance and service to
you. During the operation of your Franchised Business:

(1) We may conduct additional training programs if we think your Franchised Business
will benefit from that. Franchise Agreement, Section 6.4.

(2) We will provide you periodic assistance in the marketing, management, and operation
of the Franchised Business at the times and in the manner that we determine.
Franchise Agreement, Section 3.9.

(3) We will review and have the right to approve or disapprove all marketing materials that
you propose to use. Franchise Agreement, Section 3.6.

(4) We will administer the Marketing Fund. Franchise Agreement, Section 3.7.

Neither the Franchise Agreement, nor any other agreement, requires us to provide any other
assistance or services to you during the operation of the Franchised Business.

Site Selection

When you enter into the Franchise Agreement, if you do not have an Accepted Site for
the Franchised Business, you must sign the “Site Selection Addendum” attached to the
Franchise Agreement as Exhibit G. You may have obtained an Accepted Site and a lease for the
Accepted Site before entering into the Franchise Agreement; if not, then you must enter into the
Site Selection Addendum. Under the terms of the Site Selection Addendum, you will have 90 days
(the “Search Period”) within which to lease, sublease or acquire a site for the Franchised
Business, subject to our approval according to our site selection guidelines.

Under the Site Selection Addendum, we will grant you an area within which you may
search for an Accepted Site (the “Site Selection Area”). The Site Selection Area is granted only
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for the purpose of selecting an Accepted Site for the Franchised Business. We will not establish,
nor franchise another to establish, a ScoliCare Clinic operating under the System within the Site
Selection Area until we approve of an Accepted Site for the Franchised Business, or until the
search period in the Site Selection Addendum expires, whichever happens first. We will also
furnish site selection guidelines to you, including our minimum standards for a location for the
Franchised Business, and such site selection counseling and assistance as we may deem
advisable.

You must submit to us, in the form we specify, a copy of the site plan and such other
materials or information that we may require, together with an option contract, letter of intent, or
other evidence satisfactory to us which confirms your favorable prospects for obtaining the site.
We will have 30 days following receipt of this information and materials from you to approve or
disapprove the proposed site for the Accepted Site of the Franchised Business. If we do not
approve a proposed site by written notice to you within this 30-day period, the site will be deemed
disapproved.

We will provide you with one site visit, at the location noted in your site plan, at our
expense. If you request additional site visits from us, then we will provide such additional site
visits at your expense, and you must pay all costs and expenses our representatives incur
(including travel, lodging, meals and wages) in connection with conducting such site visits. We
will not provide on-site evaluation for any proposed site before we have received from you a
completed site approval form for the site as noted above.

When considering a site for a ScoliCare Clinic, we consider factors such as general
location and neighborhood; demographics; proximity to medical or commercial/retail businesses;
transportation options; size and ease of access to the proposed site; parking; availability of
utilities; and zoning and regulatory considerations. We do not typically own the premises for
franchised ScoliCare Clinics and lease those out to franchisees.

If you fail to acquire or lease a site for the Franchised Business under the Site Selection
Addendum within 180 days, that will constitute a default under the Franchise Agreement and we
will have the right to terminate the Franchise Agreement.

Once authorized, the site for the Franchised Business will be the “Accepted Location.”
After we have accepted the site for the Franchised Business (but before the expiration of the
Search Period), you must execute a lease which must be coterminous with the Franchise
Agreement, or a binding agreement to purchase the site. Our approval of any lease is conditioned
upon inclusion in the lease of the “Lease Rider,” attached to the Franchise Agreement as Exhibit
H. We are not responsible for review of the lease for any terms other than those contained in the
Lease Rider.

Opening the Franchised Business

We estimate that the time period between beginning to find a site for the Accepted
Location and the start of operations at the Franchised Business will be approximately 10 to 12
weeks. The factors which may affect this time period include your ability to locate a site, negotiate
a lease, secure financing, obtain necessary permits and licenses, construct or build-out facilities
for the Franchised Business, weather conditions, construction delays, and obtain furniture,
fixtures, equipment and supplies. You must open the Location not later than 180 days after the
date you sign the Franchise Agreement; and if you do not do so, we will have the right to terminate
the Franchise Agreement immediately upon notice to you.
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Training

Before you open the Franchised Business, you (or your Operating Owner) and, if
applicable, one individual with full-time responsibility for the daily supervision and operation of the
Franchised Business (a “Certified Manager”) (your Operating Owner and Certified Manager can
be the same individual) must participate in and successfully complete, to our satisfaction, the
initial training program we offer. We offer the initial training program our headquarters, online, or
another location that we specify. (Your Certified Manager will train your subsequently hired
general managers and assistant managers.) You may send up to four individuals to the initial
training program. If you ask to send more than four individuals (including the Operating Owner,
Certified Manager, and Additional Trained Personnel (defined below), then you must pay us a
training fee (the amounts are described in ltem 6).

The term “Additional Trained Personnel” means Clinic personnel, in addition to the
Operating Owner and Certified Manager, such as physical therapists and other clinicians, who
have successfully completed our initial and ongoing training requirements and possess the
qualifications necessary to the management and/or service roles that each such person will
perform in operating the Franchised Business.

We alone have the right to judge whether a person has successfully completed training. If
you or your personnel fail to complete initial training to our satisfaction, you or they may repeat
the course(s) or may send a substitute to the next available scheduled training session; however,
we will have no obligation to extend the opening deadline for the Franchised Business for this
purpose, and we reserve the right to terminate the Franchise Agreement if your Operating Owner
and any other required personnel are, in our opinion, unable to successfully complete training.
We have the right to charge you a training fee for repeated initial training.

Additionally, you may ask us to provide on-site training in addition to what we will provide
to you in connection with the initial training program or the opening of the Franchised Business.
If we are able to do so, then you must pay then-current per diem training fee as well as our out-
of-pocket expenses. Additionally, if you do not pass one or more mystery shopper visits and/or
inspections, then we have the right to determine that you are not operating your Clinic in
accordance with our brand standards, and we may place you in default of the Franchise
Agreement and/or require you and/or your employees to complete additional training at the
Franchised Business or a location that we designate, at your expense, which will include our then-
current per diem training charges and our out-of-pocket expenses for any training conducted at
your Franchised Business or elsewhere.

If any of you (or the Operating Owner) or other Additional Trained Personnel cease active
management or employment at the Franchised Business, then you must train a qualified
replacement (who must be reasonably acceptable to us) not more than 30 days after the end of
the former person’s full-time employment or management responsibilities. The replacement must
successfully complete the initial training program, to our reasonable satisfaction, as soon as it is
practical to do so.

We may require that any or all of the Additional Trained Personnel attend refresher
courses, seminars, and other training programs periodically (both online and in-person).

We will bear the cost of all training (instruction and required materials) (except for
additional and replacement training, as noted above and in Item 6). You will bear all other
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expenses incurred in attending training, such as the costs of transportation, lodging, meals,
wages, and worker’'s compensation insurance (see ltems 6 and 7 of this disclosure document).

The subjects covered in the initial training program are described below.

TRAINING PROGRAM

Subject Hours of Hours of On- Location
Classroom the Job
Training Training
Reception Onboarding US 8 0 Online Course
Clinic Operations Induction 2 0 Video Conference
Clinic Operations - Post online- 2 0 Video Conference
training
Clinician Onboarding Training - 1 0 Video Conference
Train the Trainer
Scoliosis Rehabilitation Therapist 1 0 Video Conference
Training - Train the Trainer
Clinician Onboarding Training 15 0 Online Course
(ScoliBrace Provider)
Clinician Case Study Based 5 0 Online Course
Training
Essentials of Scoliosis 8 0 Online Course
Management
Essentials of Scoliosis Bracing 5 0 Online Course
ScoliBalance Level 1 Online 8 0 Online Course
ScoliBalance Level 1 - Face-to- 0 20 Course Location
Face
ScoliBalance Level 2 - Online 8 0 Online Course
ScoliBalance Level 2 - Face-to- 0 18 Course Location
Face
Scoliosis Rehabilitation Therapist 8 0 Online Course
Onboarding
Marketing and Business 4 0 Online Course
Development Training 0
Introductory Marketing Workshop 1 0 Video Conference
Scoliosis Rehabilitation Therapist 2 0 Video Conference
Training
Reception Onboarding Training 1 0 Video Conference
Business Operations 1 0 Video Conference
Setup/Resources Introduction
Xero Navigation 1 0 Video Conference
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Subject Hours of Hours of On- Location
Classroom the Job
Training Training
Clinician Onboarding Training 3 0 Video Conference
Introductions and orientation to 0 0.5 Onsite
clinic
ScoliCare Franchise and 0 0.5 Onsite
Company Introductions
Team Cohesion and 0 1 Onsite
Communication
Clinic Operations (Reception/Role 0 1 Onsite
Plays/Scenarios)
Clinical Expertise - Patient/Case 0 1.5 Onsite
Prescription and Management
Cont. Clinical Expertise - 0 1.5 Onsite
Patient/Case Prescription and
Management
Clinic Operations (SalesForce and 0 1 Onsite
procedures)
Clinic Operations (SalesForce and 0 1.5 Onsite

procedures) including Cheat
Sheets and Reception

assessment

Clinic Operations (Cliniko 0 1.5 Onsite
templates)

Clinic Operations (SalesForce and 0 1.5 Onsite
procedures)

Clinic Operations (SalesForce and 0 1.5 Onsite
procedures)

Intensives and Clinic Operations 0 1 Onsite
Marketing 0 5.5 Onsite
ScoliBalance Case Studies 0 1 Onsite
Prep for patients 0 0.5 Onsite
ScoliBalance - Volunteer patient to 0 1.5 Onsite
be scheduled by Franchisee

Review (without patient) and prep 0 0.5 Onsite
for patients

ScoliBalance - Volunteer patient to 0 1 Onsite
be scheduled by Franchisee

Review (without patient) and prep 0 1 Onsite

for patient
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Subject Hours of Hours of On- Location
Classroom the Job
Training Training

ScoliBalance - Volunteer patient to 0 1 Onsite
be scheduled by Franchisee
ScoliBalance Case Studies 0 1 Onsite
Prep for patients 0 0.5 Onsite
ScoliBalance - Volunteer patient to 0 1.5 Onsite
be scheduled by Franchisee
Review (without patient) and prep 0 0.5 Onsite
for patients
ScoliBalance - Volunteer patient to 0 1 Onsite
be scheduled by Franchisee
Review (without patient) and prep 0 1 Onsite
for patient
ScoliBalance - Volunteer patient to 0 1 Onsite
be scheduled by Franchisee
Clinical Expertise 0 1.5 Onsite
Preparing for Opening - remaining 0 1 Onsite

tasks, support, and checks.

Identifying any required further 0 1.5 Onsite
training

Clinical Expertise 0 6 Onsite
Clinic Operations 0 1.5 Onsite
Prep for opening, wrap up, where 0 1.5 Onsite

to from here

84 83.5
TOTAL HOURS 167.5

The training materials we use in the initial training program include our Brand Manual,
presentations, spreadsheets, assessment tools, management templates, any other information
that we believe will be beneficial to our franchisees in the training process. Training is conducted
as frequently as we determine it necessary in order to hold a training class.

Training will be performed by or under the supervision of Jeb McAviney, our Chief
Executive Officer, who has over 18 years of experience with the subjects taught and 12 years of
experience with us and our affiliates. We may use additional instructors who have been reviewed
and qualified by Mr. McAviney or our management team. Each of these additional training
instructors will have at least three years of experience with us and our affiliates and in the subjects
being taught.

You must attend the conventions and meetings that we may periodically require, and you

must pay a reasonable fee (if we charge a fee) for each person who is required to attend (and, if
applicable, additional attendees that you choose to send as well). You will also be responsible for

ScoliCare Franchising LLC FDD PK 230116.3 (December 15, 2023, as amended March 26, 2024) 25



ScoliCare - 2023 Amended FDD (31)

all of the other costs of attendance, including travel, room and board, and your employees’ wages,
benefits and other expenses

Marketing

As described in Item 6 above, throughout the term of the Franchise Agreement, you will
be required to make a monthly contribution to the Marketing Fund or a Regional Fund (if we
establish one) of 4.5% of Gross Sales, and to spend certain amounts on local marketing and
promotion.

We have not formed an advertising council or other advisory body composed of
franchisees to assist us on marketing policies, but we reserve the right to do so in the future. As
described below, we are not required to spend any particular amount on marketing in the area
where your Franchised Business is located.

The Marketing Fund

We have the sole right to determine how the Marketing Fund creates, places, and pays
for marketing. We (or our designee, which might be a corporate subsidiary or a marketing agency)
will maintain and administer the Marketing Fund, as follows:

(a) We or our designee will direct all marketing programs, with sole discretion over the
concepts, materials, and media used in these programs and the placement and
allocation of the programs. The source for marketing materials used by the Marketing
Fund may be both in-house and regional or national advertising agencies. The
Marketing Fund is intended to maximize general public recognition (building the
ScoliCare brand), acceptance, and use of the System. Neither we nor our designee
are obligated to make expenditures for you that are equivalent or proportionate to
your contribution, or to ensure that any particular franchisee benefits directly or pro
rata from expenditures by the Marketing Fund.

(b) The Marketing Fund, including all contributions to the fund and all amounts that it
earns, will be used exclusively to meet the costs of maintaining, administering,
staffing, directing, conducting, and preparing advertising, marketing, public relations
and promotional programs and materials. The Marketing Fund will also be used for
other activities that we believe will enhance the System’s image. This includes,
among other things: the costs of preparing and conducting media advertising
campaigns on radio, television, cable, and other media; direct mail advertising;
developing and implementing website, social networking/media, search optimization,
and other electronic marketing strategies; marketing surveys and other public
relations activities; employing marketing personnel (including salaries for personnel
directly engaged in consumer-oriented marketing functions), advertising and/or public
relations agencies to assist therein; purchasing and distributing promotional items,
conducting and administering visual merchandising, point of sale, and other
merchandising programs; engaging individuals as spokespersons and celebrity
endorsers; purchasing creative content for local sales materials; reviewing locally-
produced ads; preparing, purchasing and distributing door hangers, free-standing
inserts, coupons, brochures, and trademarked apparel; market research; conducting
sponsorships, sweepstakes and competitions; engaging mystery shoppers for
ScoliCare Clinics and their competitors; paying association dues (including the
International Franchise Association), establishing third-party facilities for customizing
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local advertising; purchasing and installing signage; and providing promotional and
other marketing materials and services to the ScoliCare Clinics operated under the
System), as well as making loans (at reasonable interest rates); and providing rebates
or reimbursements to franchisees for local expenditures on products, services, or
improvements that we have approved in advance. The Marketing Fund may take out
and pay interest on loans for marketing purposes.

(c) The Marketing Fund, all contributions, and any earnings, will be used exclusively to
meet the costs of marketing and any other activities that we believe will enhance the
System’s image and, in our sole discretion, promote general public awareness of and
favorable support for the System.

(d) You must make your contributions to the Marketing Fund by electronic funds transfer
using the Automated Clearing House (ACH) Network in the same manner as you
must pay Royalty Fees. All sums you pay to the Marketing Fund will be accounted for
as a separate fund, however we are not obligated to keep the funds in a separate
bank account. The Marketing Fund will not be used to defray any of our expenses,
except for the reasonable costs and overhead, if any, as we may incur in activities
reasonably related to the direction and implementation of the Marketing Fund and
marketing programs for you and the System (for example, costs of personnel for
creating and implementing, advertising, merchandising, promotional and marketing
programs). The Marketing Fund and its earnings will not otherwise inure to our benefit
or be used to solicit the sale of franchises. We or our designee will maintain separate
bookkeeping accounts for the Marketing Fund. We do not currently prepare an annual
audited financial statement for the Marketing Fund, but we may do so in the future.

(e) The Marketing Fund is not and will not be our asset.

(f) Although the Marketing Fund is intended to be of perpetual duration, we maintain the
right to terminate the Marketing Fund. The Marketing Fund will not be terminated,
however, until all monies in the Marketing Fund have been expended for marketing
purposes. If amounts are unspent in the Marketing Fund at fiscal year-end, those
amounts will be carried over by the Fund for expenditure in the following year(s).

(g) The Marketing Fund is not audited. A statement of the Marketing Fund’s operations,
as shown on our books will be prepared each fiscal year and a record of revenue and
expenditures for any given year will be made available 120 days after each year end
upon written request.

Our current policy is that company-owned ScoliCare Clinics will contribute to the Marketing
Fund at the same rate as franchisee-owned ScoliCare Clinics. If we elect to have any of our
ScoliCare Clinics contribute to the Marketing Fund, we will have the same rights for our
contributing ScoliCare Clinics as our franchisees have for their ScoliCare Clinics. We reserve the
right to change our policy at any time.

None of the amounts collected or held by the Marketing Fund may be used for marketing
that is principally a solicitation for the sale of franchises. We may receive payment for providing
goods and services to the Marketing Fund, such as personnel, staff, office space, supplies, and
other general and administrative costs that we incur on the Marketing Fund’s behalf.
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In our last fiscal year, we did not collect or spend any amounts for the Marketing Fund.

Regional Fund

We currently do not have any Regional Funds; however, we will have the right, as we see
fit, to establish a Regional Fund for your geographic area. The purpose of a Regional Fund is to
conduct marketing campaigns for the ScoliCare Clinics located in that region.

If a Regional Fund for your area was established before you began to operate your
Franchised Business, then when you open your Franchised Business, you must immediately join
that Regional Fund. If a Regional Fund for your area is established after you begin to operate
your Franchised Business, then you will have thirty days to join the new Regional Fund. You will
not be required to join more than one Regional Fund. The following provisions will apply to each
Regional Fund (if and when established):

(a) We have the right to administer a Regional Fund, and Regional Funds will be established,
organized, and governed in the form and manner that we have approved in advance.
Governing documents for a Regional Fund, if any, will be made available for your review.

(b) Regional Funds will be organized for the exclusive purpose of administering regional
marketing programs and developing (subject to our approval) standardized marketing
materials for use by the members in regional marketing. If we operate any company-
owned ScoliCare Clinics within the area assigned to a Regional Fund, our current policy
is for those ScoliCare Clinics to participate in and contribute to the Regional Fund. We
reserve the right to change our policy at any time.

(c) Regional Funds may not use marketing, advertising, promotional plans, or materials
without our prior written approval, as described below.

(d) We have the right to allocation a portion or all of the Marketing Contribution to a Regional
Fund. You must submit your contributions to the Regional Fund by electronic funds
transfer using the Automated Clearing House (ACH) Network in the same manner as you
must pay Royalty Fees. At the same time, you will have to submit the reports that we or
the Regional Fund require.

(e) You are not required to contribute more than what is allocated from the Marketing
Contribution to a Regional Fund. However, a majority of the ScoliCare Clinic owners in
any Regional Fund may vote to increase the amount of each business owners’ contribution
by up to an additional 2% of each business’ Gross Sales. Voting will be on the basis of
one vote per ScoliCare Clinic.

(f) Although, if established, a Regional Fund is intended to be of perpetual duration, we
maintain the right to terminate any Regional Fund. A Regional Fund will not be terminated,
however, until all monies in that Regional Fund have been expended for marketing
purposes.

(g) We have the right to change or merge any Regional Funds.
Grand Opening Marketing Program. In addition to the marketing contribution, you must spend at least

$5,000 for grand opening marketing and promotional programs in conjunction with the Franchised
Business’s initial grand opening, pursuant to a grand opening marketing plan that you develop and
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that we approve in writing (the “Grand Opening Marketing Program”). The Grand Opening Marketing
Program must begin at least 30 days before the commencement of operations at the Franchised
Business and be completed no later than 45 days after the Franchised Business begins operations.

Local Advertising and Promotion

You must make expenditures on local marketing and promotion of the Business in such
amounts as we may designate as part of the allocation of the Marketing Contribution. In addition,
we have the right, but not the obligation, to require you to implement at your Franchised Business
and at your cost, recommended local area and digital marketing strategies (including the use of
third party suppliers that we designate) to implement and manage social and digital media
advertising programs, or other marketing activities, as we may direct. Certain criteria will apply to
any local advertising and promotional activities that you conduct. All of your local advertising and
promotion must be dignified, must conform to our standards and requirements, and must be
conducted in the media, type, and format that we have approved. You may not use any marketing
or promotional plans that we have not approved in writing. You must submit to us samples of all
proposed plans and materials (unless, within the previous six months, we prepared or already
approved the plans or materials). If we do not give our response (whether approval or disapproval)
to the proposed plans or materials within fourteen days, we will have been deemed to disapprove
the plans or materials.

All copyrights in and to marketing and promotional materials you develop (or that are
developed for you) will become our sole property. You must sign the documents (and, if
necessary, require your staff to sign the documents) that we deem necessary to implement this
provision.

In addition to the plans and promotions that we otherwise provide to you under the
Franchise Agreement, we will periodically make available to you, for purchase, certain marketing
plans and promotional materials for your use in local advertising and promotion.

As used in the Franchise Agreement, the term “local advertising and promotion” refers
to only the direct costs of purchasing and producing marketing materials (such as camera-ready
marketing and point of sale materials), media (space or time), promotion, and your direct
out-of-pocket expenses related to costs of marketing and sales promotion in your local market or
area. Local advertising and promotion also includes associated advertising agency fees and
expenses, postage, shipping, telephone, and photocopying costs. “Advertising and promotion”
does not, however, include any of the following:

(a) Salaries and expenses of your employees, including salaries or expenses for
attendance at marketing meetings or activities;

(b) Charitable, political or other contributions or donations; and
(c) The value of discounts provided to patients.

Digital Sites (as defined below) are considered as “marketing” under the Franchise Agreement,
and are subject (among other things) to our review and prior written approval before they may be used
(as described above). As used in the Franchise Agreement, the term “Digital Site” means one or more
related documents, designs, pages, or other communications that can be accessed through electronic
means, including the Internet, World Wide Web, webpages, microsites, social media and networking
sites (including Facebook, Twitter, LinkedIn, YouTube, Snapchat, Pinterest, Instagram, TikTok,
Stitcher, etc.), blogs, vlogs, podcasts, applications to be used on computers and other mobile devices
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(e.g., iIOS or Android apps), and other applications, etc. (whether they are now in existence or
developed at some point in the future). In connection with any Digital Site, the Franchise Agreement
provides that you may not establish an Digital Site, nor may you offer, promote, or sell any products
or services, or make any use of the Proprietary Marks, without our prior written approval. As a condition
to granting consent, we will have the right to establish any requirement that we deem appropriate,
including for example a requirement that your only presence on the Internet will be through one or
more webpages that we establish on our website.

Initial Digital Site Advertising Program.

Upon execution of the Franchise Agreement, you must deposit the sum of $9,000 with us for
the Initial Digital Site Advertising Program for the Franchised Business, which will be conducted during
the six month period following the date the Franchised Business commences operations. We will
manage this program, and the disbursement of the funds for the program will be spent directly on
Digital Site advertising efforts and search engine optimization geographically targeted to the
Franchised Business.

Computer Requirements

We require our franchisees to purchase a computer system. You must meet our
requirements concerning the computer system, including: (a) back office systems; (b) systems to
store data, audio, video (including managed video security surveillance), telephone, voice
messaging, retrieval, and transmission systems for use at Clinics, between or among Clinics, and
between or among the Franchised Business, and you, and us; (c) physical, electronic, and other
security systems and measures; (d) printers and other peripheral devices; (e) archival back-up
systems; (f) technology used to enhance and evaluate the patient experience; (g) front-of-the-
house WiFi and other connectivity service for patients and patients; and (h) internet access mode
(e.g., form of telecommunications connection) and speed (collectively, all of the above are
referred to as the “Computer System”). You may not install any non-business or unapproved
software, hardware, or firmware on your Computer System.

We have the right to develop or have developed for us, or to designate: (a) computer
software programs and accounting system software that you must use in connection with the
Computer System (“Required Software”), which you must install; (b) updates, supplements,
modifications, or enhancements to the Required Software, which you must install; (c) the tangible
media upon which you must record data; and (d) the database file structure of your Computer
System.

The minimum configuration and specifications for your Computer System will be included
in the Brand Manual and you will be provided those details during your new franchisee orientation
process. You must have, at a minimum, Microsoft Office 2016 or newer that has the following
components: Microsoft Word, Microsoft Excel, and Microsoft Outlook. The approximate cost of
the computer hardware and software can range from $3,500 to $6,500. Your hardware may be
purchased from the vendor of your choice.

We will have independent access to all data on the Computer System and all data on that
system (including customer information and transaction data) is our exclusive property. There are
no contractual limitations on our right to access the information and data that you maintain in
connection with the Franchised Business.

You must maintain a high speed internet connection.

ScoliCare Franchising LLC FDD PK 230116.3 (December 15, 2023, as amended March 26, 2024) 30



ScoliCare - 2023 Amended FDD (36)

We recommend, but do not require, that you maintain an on-site maintenance service
contract for your computer system. We may require you to upgrade and/or update your computer
system. The frequency could be annually or bi-annually, and they would be at your cost. There
are no contractual limitations on our ability to require you to upgrade/update your computer, but
we will not require upgrades and/or updates that are unreasonable. We estimate that the annual
cost of maintaining the Computer System will be approximately $1,200.

ITEM 12
TERRITORY

Under the Franchise Agreement, you are authorized to operate a ScoliCare Clinic from a
specified location, which we must approve. During the term of the Franchise Agreement, we will
not establish, nor license any other person to establish, another ScoliCare Clinic within the
geographic area that is granted to you under the Franchise Agreement (the “Protected
Territory”). The size of each Protected Territory will vary based on the location of the Franchised
Business and the population density and demographics, but a Protected Territory will typically be
an area with a minimum population of 700,000 residents (as determined by the most recent U.S.
Census data).

We reserve all other rights, as noted below. As a result, you will not receive an exclusive
territory. You may face competition from other franchisees, from outlets that we own, or from other
channels of distribution or competitive brands that we control. You will not receive the right to
acquire additional franchises in your area.

Accordingly, we will have the right (among other things), on any terms and conditions that
we deem advisable, and without granting you any rights, to do any or all of the following:

e Establish, and franchise others to establish, ScoliCare Clinics anywhere outside the
Protected Territory;

e Establish, and license others to establish, businesses that do not operate under the
System and that do not use the Proprietary Marks, even if those businesses also offer
or sell products and services that are the same as or similar to those offered from the
Franchised Business, no matter where those businesses are located;

o Acquire (or be acquired) and then operate any business of any kind, anywhere (but
not to be operated as a ScoliCare Clinic under the Proprietary Marks inside the
Protected Territory);

o Market and sell our Products and services other than from a ScoliCare Clinic,
anywhere (but not from a ScoliCare Clinic operating under the Proprietary Marks inside
the Protected Territory); and

o Sell Products and services through any method that is not a physical ScoliCare Clinic
(including alternative distribution channels such as e commerce), anywhere.

As noted above, will have the right to sell and distribute products and services by any
method or channel of distribution other than through a ScoliCare Clinic located in your Protected
Territory (including for example through the Internet or mail order). We will not compensate you
for sales we may make in these alternative distribution channels.
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You will maintain your non-exclusive rights to your Protected Territory even if the
population of the Territory increases. Except for the Minimum Conversion requirement noted
below, there is no minimum sales quota, provided that you are able to generate sufficient Gross
Sales to meet the Minimum Royalty Fee and other fees due (see Item 6). You will not have any
options, rights of first refusal, or similar rights to acquire additional franchises or other rights,
whether inside the Protected Territory or elsewhere.

During the term of the Franchise Agreement you must fit no less than 45% of all scoliosis
patients of the Franchised Business with our proprietary scoliosis corrective brace products (the
“‘Minimum Conversion”). The rate at which you fit patients with our proprietary scoliosis corrective
brace products will be measured on a quarterly basis. If you fail to meet the Minimum Conversion for
four consecutive quarters, we will have the right to terminate the Franchise Agreement.

If you ask to relocate the Franchised Business, we will evaluate your request on the basis
of the same standards that we apply to reviewing the proposed location of a retail ScoliCare Clinic
for a new franchisee, as detailed in Item 11 above.

You may offer, advertise, and market the Products and services of the Franchised
Business, and directly solicit patients, inside (but only inside) your Protected Territory, except as
otherwise noted below. The terms “direct solicitation” and “directly solicit” include, but are not
limited to, solicitation in person, by telephone, by mail, by e-mail or other electronic means,
advertising, marketing, and by distribution of brochures, business cards or other materials.

You may not directly solicit patients located outside of the Protected Territory unless you
receive our prior written consent to do so. We will review and we have the right to approve or
deny each such request on a case-by-case basis. We also reserve the right at any time to
withdraw any consent previously provided.

If we grant our consent for you to directly solicit patients outside of your Protected Territory,
you may only perform such direct solicitation, and accept patients from or offer Services and
products from the Franchised Business, outside of the Protected Territory if you do so in
compliance with our requirements (including the conditions if any that we place on your solicitation
of patients outside the Protected Territory).

If any of your advertising within the Protected Territory is in media that will or may reach
a significant number of persons outside of the Protected Territory, you must notify us and obtain
our prior written consent. We may periodically establish rules and policies in the Brand Manual
and otherwise in writing regarding such advertising, including, as an example, that such
advertising include the contact information for all of the ScoliCare Clinics that are affected by the
advertising.

Except for the ScoliCare Clinics operated by us or our affiliates, neither we nor any parent
or affiliate has established, or presently intends to establish, other franchised or company-owned
ScoliCare Clinic which sell our proprietary products or services under a different trade name or
trademark, but we reserve the right to do so in the future, without first obtaining your consent.

ITEM 13
TRADEMARKS

The Proprietary Marks identified below are those owned by our affiliate, SIPL.
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Your use of the Proprietary Marks is subject to the trademark license provisions contained
in the Franchise Agreement. We have the right to change the marks that you are licensed and
authorized to use in operating your Franchised Business, subject to the terms and conditions of
the Franchise Agreement. As of the date of this Disclosure Document, SIPL has registered the
following marks with the U.S. Patent & Trademark Office (USPTO) on its Principal Register:

Mark Registration Number Date of Registration
SCOLICARE 5,440,587 April 10, 2018
SCOLICARE 6,382,835 March 30, 2021

SIPL filed, and intends to file when due, an affidavit of use and an affidavit of
incontestability, as well as a renewal application, for the registrations listed above.

Your right to use the Proprietary Marks is limited to the uses that are authorized under the
Franchise Agreement, and any unauthorized use of the Proprietary Marks will infringe upon our
rights. You may not use any Proprietary Marks: (1) as part of any corporate name or other business
name; (2) with any prefix, suffix, or other modifying words, terms, designs, or symbols, or in any
modified form; (3) in connection with performing or selling any unauthorized services or products;
(4) as part of any domain name, electronic address or search engine or in any other manner in
connection with an Digital Site without our prior written approval; (5) in any human resources
document (such as a paystub, paycheck, employment application, etc.); or (6) in any way that we do
not expressly authorize in writing. You must identify yourself as the independent owner and operator
of your Franchised Business in the manner we specify (such as on invoices, order forms, receipts,
employment agreements, and contracts). You must also use the trademark registration notices that
we require, and obtain any assumed business name registrations that applicable law requires.

On November 1, 2021, SIPL entered into a license agreement with SUIL that licenses to
SUIL the use of the Proprietary Marks (the “SIPL License Agreement”). Under the SIPL License
Agreement, SIPL granted SUIL a non-exclusive right to use, and to license others to use, the
Proprietary Marks in the United States for the purpose of operating and franchising ScoliCare
Clinics. The SIPL License Agreement term is for a term of five years, with four additional five-year
automatic terms (unless one party notifies the other at least 60 days before renewal that it does
not wish to renew), and is terminable by either party for breach. If the SIPL License Agreement is
terminated, SUIL may not be able to continue to use (and if that happens, we, and therefore you,
may no longer have the right to use) the Proprietary Marks.

On November 1, 2021, we entered into a license agreement with SUIL that licensed to us
the use of the Proprietary Marks (the “SUIL License Agreement”). Under the SUIL License
Agreement, SUIL granted us a non-exclusive right to use, and to license others to use, the
Proprietary Marks in the United States for the purpose of operating and franchising ScoliCare
Clinics. The SUIL License Agreement term is for a term of five years, with four additional five-year
automatic terms (unless one party notifies the other at least 60 days before renewal that it does
not wish to renew), and is terminable by either party for breach. If the SUIL License Agreement is
terminated, we may not be able to continue to use (and if that happens, you may no longer have
the right to use) the Proprietary Marks.
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There are no currently effective material determinations of the USPTO, the Trademark
Trial and Appeal Board, the trademark administrator of any state, or any court, and no pending
infringement, opposition, or cancellation proceeding, or any pending material litigation, involving
the Proprietary Marks. Except as described above in this Item 13, no agreement significantly limits
our rights to use or license the Proprietary Marks in any state in a manner material to the franchise,
and we know of no superior prior rights or infringing uses that could materially affect your use of
the Proprietary Marks in any state.

You must promptly notify us of any unauthorized use of the Proprietary Marks, any
challenge to the validity of the Proprietary Marks, or any challenge to our ownership of, right to
use and to license others to use, or your right to use, the Proprietary Marks. We have the right to
direct and control any administrative proceeding or litigation involving the Proprietary Marks,
including any settlement. We have the right, but not the obligation, to take action against uses by
others that may constitute infringement of the Proprietary Marks. You must render the assistance
we require to protect and maintain our interests in any litigation or proceeding or otherwise to
protect and maintain our interests in the Proprietary Marks. We will defend you against any third
party claim, suit, or demand arising out of your use of the Proprietary Marks. If we determine that
you have used the Proprietary Marks in compliance with the Franchise Agreement, we will bear
the cost of defense, including the cost of any judgment or settlement, as well as your out of pocket
costs (except that you will bear the salary costs of your employees). If we determine that you have
not used the Proprietary Marks in compliance with the Franchise Agreement, you must bear the
cost of defense, including the cost of any judgment or settlement, and you must promptly
reimburse us for those amounts. If there is any litigation due to your use of the Proprietary Marks,
you must execute all documents and do all things as may be necessary to carry out a defense or
prosecution, including becoming a nominal party to any legal action.

If it becomes advisable at any time in our sole judgment for you to modify or discontinue
using any Proprietary Mark or for you and the Franchised Business to use one or more additional
or substitute trade or service marks, you will have to immediately comply with our directions. You
must immediately cease using any discontinued marks and must immediately begin using any
substituted marks (including in your marketing materials). Neither we nor our affiliates will have
any obligation to reimburse you for any expenditures you make because of any discontinuance
or modification.

ITEM 14
PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION

Patents
No patents are material to the operation of your Market.

Copyrights

We (or our affiliates, in some cases) claim copyright protection covering various materials
used in our business and the development and operation of ScoliCare Clinics, including the Brand
Manual, marketing and promotional materials, and similar materials. We have not registered these
materials with the United States Registrar of Copyrights but we are not required to do so.

There are no currently effective determinations of the United States Copyright Office or

any court, nor any pending litigation or other proceedings, regarding any copyrighted materials.
No agreement limits our rights to use or allow franchisees to use the copyrighted materials. We
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do not know of any superior prior rights or infringing uses that could materially affect your use of
the copyrighted materials. No agreement requires us to protect or defend our copyrights or to
indemnify you for any expenses or damages you incur in any judicial or administrative
proceedings involving the copyrighted materials. No provision in the Franchise Agreement
requires you to notify us of claims by others of rights to, or infringements of, the copyrighted
materials. If we require, you must immediately modify or discontinue using the copyrighted
materials. Neither we nor our affiliates will have any obligation to reimburse you for any
expenditures you make because of any discontinuance or modification.

Confidential Information

Except for the purpose of operating the Franchised Business under the Franchise
Agreement, you may never (during Franchise Agreement's term or later) communicate, disclose,
or use for any person's benefit any of the confidential information, knowledge, or know-how
concerning the operation of the Franchised Business that may be communicated to you or that
you may learn by virtue of your operation of the Franchised Business. You may divulge
confidential information only to those of your employees who must have access to it in order to
operate the Franchised Business. Any and all information, knowledge, know-how, and techniques
that we designate as confidential will be deemed confidential for purposes of the Franchise
Agreement. However, this will not include information that you can show came to your attention
before we disclosed it to you; or that at any time became a part of the public domain, through
publication or communication by others having the right to do so.

In addition, we may require you, your Operating Owner, Certified Manager and your
Additional Trained Personnel to sign a Non-Disclosure and Non-Competition Agreement. Every
one of these agreements must provide that the person signing will maintain the confidentiality of
information that they receive in their employment or affiliation with you or the Franchised
Business. These agreements must be in a form that we find satisfactory, and must include, among
other things, specific identification of our company as a third party beneficiary with the
independent right to enforce the covenants. Our current form for this Non-Disclosure and Non-
Competition Agreement is attached to the Franchise Agreement as Exhibit F.

Brand Manual

In order to protect our reputation and goodwill and to maintain high standards of operation
under our Proprietary Marks, you must conduct your business according to the Brand Manual.
We will lend you one set of our Brand Manual for the term of the Franchise Agreement.

You must always treat in a confidential manner the Brand Manual, any other manuals we
create (or that we approve) for use with the Franchised Business, and the information contained
in the Brand Manual. You must use best efforts to maintain this information as secret and
confidential. You may not copy, duplicate, record, or otherwise reproduce the Brand Manual and
the related materials, or any part (except for the parts of the Brand Manual that are meant for you
to copy, which we will clearly mark), nor may you otherwise let any unauthorized person have
access to these materials. The Brand Manual will always be our sole property. You must always
keep the Brand Manual in a secure place at the Franchised Business’ premises.

We may periodically revise the contents of the Brand Manual, and you must make
corresponding revisions to your copy of the Brand Manual and comply with each new or changed
standard. If there is ever a dispute as to the contents of the Brand Manual, our master copy of the
Brand Manual (maintained at our home office) will be controlling.
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ITEM 15
OBLIGATION TO PARTICIPATE IN THE ACTUAL OPERATION OF THE
FRANCHISE BUSINESS

The Franchise Agreement does not require you to participate personally in the direct operation
of the Franchised Business, although we encourage and recommend active participation by you. Our
requirements for participation and supervision are described below.

If you are an entity (a corporation, partnership or LLC), then you must appoint a person
who will serve as your “Operating Owner.” The Operating Owner (or Certified Manager) must
supervise the Franchised Business and complete our training program. Additionally, the
Operating Owner must have at least a 51% ownership interest in the franchisee entity, and have
authority over all business decisions related to the Franchised Business and the power to bind
you in all dealings with us. You may not change the Operating Owner without our prior approval.

You must inform us in writing whether the Operating Owner will also act as the person
who will be responsible for the full-time day-to-day responsibility for the daily and on-site
supervision and operation of the Franchised Business. If the Operating Owner will not supervise
the Franchised Business on a full-time and daily basis, you must employ a Certified Manager who
has qualifications reasonably acceptable to us, to assume responsibility for the daily operation of
the Franchised Business. We do not require that your Certified Manager have any ownership
interest in you. You must maintain at least two individuals (which may include the Operating
Owner) in the employ of your Franchised Business, who have successfully completed, to our
satisfaction, our initial training program and any additional training that we may require of such
persons.

If the franchisee is an entity, then all of your owners must sign a guarantee of the
franchisee’s performance under the Franchise Agreement. The guarantee will be in the form
attached to the Franchise Agreement as Exhibit B.

We require your principals (including the Operating Owner) and Certified Manager to sign
a non-disclosure and non-competition agreement, the form of which is attached to the Franchise
Agreement as Exhibit F. We do not impose any other restrictions on your managers.

ITEM 16
RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

Each component of the System is vital to us, to other franchisees of the System and to
the operation of the Franchised Business. Therefore, you must operate your Franchised Business
in compliance with the System.

You must sell or offer for sale only those Products and services that we have approved in
writing for you to sell at your Franchised Business, and you must sell or offer for sale all those
Products and services. You must not deviate from our standards and specifications, including
manner of maintenance of your equipment and Products. You are not restricted regarding the
patients to whom you may sell.

You must operate the Franchised Business in an efficient and professional manner

following the highest ethical and moral standards. You must comply with all standards of quality
and service we prescribe.
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Due to changes in competitive circumstances, we may periodically change the System to
better serve the interests of our franchisees and the System. There are no limits on our right to
do so. We may change the components of the System, including revising the Products, services,
policies and procedures of the System and modifying products, materials, and services which you
are authorized to offer. You must abide by these modifications. However, these changes will not
increase your obligations under the Franchise Agreement. It is understood that we are not
obligated to replace, modify or supply equipment to you.

You must comply with the policies and procedures for the selection of your staff as set out
in the Brand Manual.

ITEM 17
RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION

THE FRANCHISE RELATIONSHIP
This table lists certain important provisions of the franchise and related

agreements. You should read these provisions in the agreements attached to this
disclosure document.

Provision Section in Summary
Franchise
Agreement
a. Term of the §21 The earlier to occur of (a) five years after the
franchise term Franchised Business opens, or (b) six years
from the date of the Franchise Agreement.
b. Renewal or §22 Two additional 5-year term
extension of the
term
C. Requirements §§2.2.1-2.2.9 | Notice, satisfaction of monetary obligations,
for you to compliance with Franchise Agreement,
renew or release, sigh new Franchise Agreement, and
extend others; see §§ 2.2.1 - 2.2.9 in Franchise

Agreement.

If you seek to renew your franchise at the
expiration of the initial term, you may b