FRANCHISE DISCLOSURE DOCUMENT

TYG ENTERPRISES, LLC

a Delaware Limited Liability Company
1/2 Cawarra Road

Caringbah, NSW, 2229, Australia

Tel. 858-241-4134

www.theyardgym.com.au
franchise@theyardgym.com.au

Franchised Gym: We offer franchises for the operation of a boutique strength and conditioning fitness
studio identified by THE YARD GYM trademarks (“Licensed Marks”) specializing in functional
strength, conditioning, and anerobic group classes using pro-level proprietary fitness equipment and
featuring individual fitness coaching in an aesthetically-inviting and high-energy space.

Total Initial Investment: The total investment necessary to begin operation of a Franchised Gym ranges
from $340,500 to $908,000 unless you are a conversion franchisee. This includes from $137,000 to
$172,000 that must be paid to us or our affiliates before your Franchised Gym opens for business.

If you qualify as a conversion franchisee, the total investment necessary to begin operation of a
Franchised Gym ranges from $188,500 to $490,000. This includes from $112,000 to $147,000 that must
be paid to us or our affiliates before you may reopen your remodeled fitness facility as a Franchised Gym.
We reduce the Initial Franchise Fee payable by a conversion franchisee by 50%.

This Disclosure Document summarizes certain provisions of your franchise agreement and other
information in plain English. Read this Disclosure Document and all accompanying agreements carefully.
You must receive this Disclosure Document at least 14 calendar days before you sign a binding
agreement with, or make any payment to, the franchisor or an affiliate in connection with the proposed
franchise sale. Note, however, that no governmental 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 Dan Bova, CEO, TYG Enterprises,
LLC, 1/2 Cawarra Road, Caringbah, NSW, 2229, Australia (telephone: 858-241-4134);
franchise@theyardgym.com.au.

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, N.W., Washington, D.C. 20580. You can also visit the FTC’s home page at
www.ftc.gov for additional information. Call your state agency or visit your public library for other
sources of information on franchising.

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

Issuance Date: February 16, 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 Item 20 or Exhibits K and L.

How much will I need to
invest?

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

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

Item 21 or Exhibit J 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
franchise 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 an
franchisee?

Item 20 or Exhibits K and L list 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 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,
Exhibit I. 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:

1.

Out-of-state dispute resolution. The Franchise Agreement requires you to
resolve disputes with the franchisor by mediation, arbitration and/or
litigation only in the state in the United States where we maintain our
principal place of business. Out-of-state mediation, arbitration, or litigation
may force you to accept a less favorable settlement for disputes. If you do
not operate in the same state where we maintain our principal place of
business, it may also cost more to mediate, arbitrate, or litigate with us than
in your own state.

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

Short 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.

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

Sales Performance Required. You must maintain minimum sales
performance levels. Your inability to maintain these levels may result in
loss of any territorial rights you are granted, termination of your franchise,
and loss of your investment.

Mandatory Minimum Payments. You must make minimum royalty or
advertising fund payments regardless of your sales levels. Your inability to
make the payments may result in termination of your franchise and loss of
your investment.
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8. Supplier Control. You must purchase all or nearly all of the inventory or
supplies that are necessary to operate your business from the franchisor, its
affiliates, or suppliers that the franchisor designates, at prices the franchisor
or they set. These prices may be higher than prices you could obtain
elsewhere for the same or similar goods. This may reduce the anticipated
profit of your franchise business.

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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MICHIGAN PROVISIONS

THE FOLLOWING PROVISIONS APPLY ONLY TO TRANSACTIONS GOVERNED BY
THE MICHIGAN FRANCHISE INVESTMENT LAW

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

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

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

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

(@) A provision that permits a franchisor to refuse to renew a franchise without fairly
compensating the franchisee by repurchase or other means for the fair market value at the
time of expiration of the franchisee’s inventory, supplies, equipment, fixtures, and
furnishings. Personalized materials which have no value to the franchisor and inventory,
supplies, equipment, fixtures, and furnishings not reasonably required in the conduct of
the franchise business are not subject to compensation. This subsection applies only if:
(i) the term of the franchise is less than 5 years, and (ii) the franchisee is prohibited by the
franchise or other agreement from continuing to conduct substantially the same business
under another trademark, service mark, trade name, logotype, advertising, or other
commercial symbol in the same area subsequent to the expiration of the franchise or the
franchisee does not receive at least 6 months advance notice of franchisor’s intent not to
renew the franchise.

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

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

@) A provision which permits a franchisor to refuse to permit a transfer of ownership of a
franchise, except for good cause. This subdivision does not prevent a franchisor from
exercising a right of first refusal to purchase the franchise. Good cause shall include, but
is not limited to:

A. The failure of the proposed transferee to meet the franchisor’s then current
reasonable qualifications or standards.

iii
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(8)

(9)

B. The fact that the proposed transferee is a competitor of the franchisor or
subfranchisor.

C. The unwillingness of the proposed transferee to agree in writing to comply with
all lawful obligations.

D. The failure of the franchisee or proposed transferee to pay any sums owing to the
franchisor or to cure any default in the franchise agreement existing at the time of
the proposed transfer.

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

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

THE FACT THAT THERE IS A NOTICE OF THIS OFFERING ON FILE WITH THE

MICHIGAN

ATTORNEY GENERAL DOES NOT CONSTITUTE APPROVAL,

RECOMMENDATION, OR ENDORSEMENT BY THE ATTORNEY GENERAL.

ANY QUESTIONS REGARDING THIS NOTICE SHOULD BE DIRECTED TO THE OFFICE
OF THE ATTORNEY GENERAL, CONSUMER PROTECTION DIVISION, ATTN:
FRANCHISE SECTION, G. MENNEN WILLIAMS BUILDING, 525 W. OTTAWA STREET,
6TH FLOOR, LANSING, MICHIGAN 48933, tel. (517) 373-7117.
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ITEM1

THE FRANCHISOR, AND ANY PARENTS, PREDECESSORS, AND AFFILIATES

Terminology.

To simplify the language in this Franchise Disclosure Document (“Disclosure Document”),
“Company,” “us”, “we” and “our” refer to TYG Enterprises, LLC, the franchisor. “You” means the
business entity that buys the franchise and executes a Franchise Agreement with us, which may be a
corporation, partnership or limited liability company.

Throughout this Franchise Disclosure Document, we capitalize terms and assign them special
definitions. The definitions appear in the sentence in which we first use the term. Many of these
definitions also appear in alphabetical order in Section | of the Franchise Agreement, which is Exhibit C
to this Disclosure Document.

The Franchisor and Our Parents and Affiliates.

We are a Delaware limited liability company that was formed on May 5, 2023. Our current
principal place of business is 2 Cawarra Road, Caringbah, NSW, 2229, Australia; phone 858-241-4134.
We intend to relocate our headquarters to Southern California in 2024. We conduct business under our
corporate name and under the trade names, “THE YARD GYM” and “TYG TRAINING.”. Exhibit B
lists our agents for service of process.

We are affiliated through common ownership with The Yard Ventures Pty Ltd, an Australian
limited liability company organized on September 13, 2021, with a principal place of business at 2
Cawarra Road, Caringbah, NSW, 2229, Australia (our “TYG Affiliate”).

The immediate parent company of both our company and our TYG Affiliate is Bova Fitness Pty
Ltd., an Australian limited liability company organized on July 29, 2014, with a principal place of
business in Australia at 2 Cawarra Road, Caringbah, NSW, 2229, Australia (our “Bova Parent”).

Our Bova Parent initially owned all of the intellectual property associated with THE YARD
GYM. It licensed our affiliate, The Yard Gym Pty, Ltd. an Australian limited liability company
organized on May 5, 2020, with a principal place of business at 2 Cawarra Road, Caringbah, NSW, 2229,
Australia, to use THE YARD GYM intellectual property to open and operate the first THE YARD GYM
in Caringbah, Australia, which began doing business on July 13, 2020. In 2021, after our TYG Affiliate
was organized, our Bova Parent licensed our TYG Affiliate to use THE YARD GYM intellectual
property to sell THE YARD GYM franchises for locations in Australia. In 2023, our Bova Parent
assigned all of its right, title and interest in and to THE YARD GYM intellectual property to our TYG
Affiliate. See Item 13. Our TYG Affiliate has granted us a license to use and sublicense certain of these
trademarks to our franchisees in the United States.

As of the Issuance Date of this Disclosure Document, our TYG Affiliate has entered into 36
franchise agreements, of which 20 franchisee-owned THE YARD GYM locations are open and operating,
and 16 franchised locations are under development, for locations in Australia and New Zealand.
Additionally, our affiliate, The Yard Gym Pty Ltd, owns and operates one THE YARD GYM in
Caringbah, Australia. We list the addresses of all operating THE YARD GYM locations in and outside of
the United States in Exhibit K.
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In 2023, our TYG Affiliate sold two licenses for the right to open and operate a THE YARD
GYM facility in San Diego, California. The first licensed location opened in February, 2023, and the
second licensed THE YARD GYM facility owned by a different licensee opened in July, 2023. We
include both locations in Item 20 as operating outlets even though our TYG Affiliate awarded these
licenses, not us. See Item 20 and Exhibit K for their locations. Our TYG Affiliate plans to assign its
contracts with its San Diego licensees to us in 2024.

We were formed specifically to administer THE YARD GYM franchise program in the United
States, which is modeled after THE YARD GYM franchise program that our affiliate, The Yard Gym Pty
Ltd, operates in Australia. We have no predecessor. While we have not conducted a business of the type
to be operated by the franchisee, our affiliate, The Yard Gym Pty, Ltd., has operated a THE YARD GYM
in Caringbah, Australia since July 13, 2020.

We are not engaged in any other businesses and have never offered franchises in any other line of
business. Our TYG Affiliate is not engaged in any other businesses and has never offered franchises in
any other line of business.

The Franchises We Offer.

In this Disclosure Document, references to “Network Gym” and “Network Member” respectively
refer to any THE YARD GYM fitness facility anywhere in the world and their owner, whether we, our
affiliate, or another franchisee or licensee of ours or one of our affiliates owns and operates the Network
Gym. References to “Franchised Gym” specifically refer to your THE YARD GYM franchised studio.

A YARD GYM franchise offers you the right to own and operate a boutique strength and
conditioning fitness facility under the Licensed Marks that caters to all fitness levels and age groups with
a distinctive system of strength, endurance, cardio, and short, intense anaerobic exercises. Members and
clients of THE YARD GYM enjoy group fitness classes using world-class, pro-level proprietary fitness
equipment branded and fabricated to our specifications. All group classes are pre-recorded 50-minute
sessions that run continuously at set times during each day according to the schedule that you will
determine for your Franchised Gym and publicize on the individual subpage (“Franchised Gym
Subpage”) that we host on our website, www.theyardgym.com.au (the “TYG Website™), which you may
customize.

The pre-recorded fitness classes feature our best THE YARD GYM instructors, who demonstrate
a system of exercises targeting three main fitness goal - strength, power and endurance training. These
exercises adhere to the basic fitness principles of progression, specificity, and individualization. You will
display these pre-recorded instructor-led classes on television screens strategically placed in your
Franchised Gym’s workout space so that clients who sign up for the class are able to perform the
exercises as they watch our featured instructors on the television monitor illustrate form and technique.
At least one of your training coaches must be on the workout floor throughout each group session to
provide individual guidance to your clients to correct their form and proper use of fitness equipment and
encourage clients to achieve progressive goals.

Our pre-recorded group classes fall into three main categories, “RIG,” “TURF,” AND “PAY
DAY.” RIG strength and endurance classes run from Monday through Friday, with the first two days of
RIG exercises focusing on building lower body strength; the next two days on building upper body
strength; and the fifth day focusing on pushing, pulling, and deadlift exercises. We intersperse each day
with pre-recorded TURF group sessions that mix different cardiovascular movements and exercises
designed to build energy systems and augment power through interval weight training. Our floor coaches
guide clients to improve their endurance progressively without the risk of injury or joint pain. Our
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Saturday PAY DAY classes mix RIG and TURF exercises and organize clients into teams to build
resilience and a fitness community at the same time. Franchisees may also offer evening sessions
focusing on yoga and other mat exercises for which we do not furnish pre-recorded group classes. Each
week we create and send new pre-recorded 50-minute “RIG,” “TURF,” AND “PAY DAY class sessions
to you that vary the exercises around our core principles to sustain client interest and motivation.

The Franchise Agreement gives you the right to own and operate one Franchised Gym at an
“Approved Location,” the term we use to designate the premises that we approve for the location of your
Franchised Gym. As we explain in Item 5, we will discount the Initial Franchise Fee by up to 20% if you
desire to acquire and we agree to sell you additional franchises.

Network Gyms are distinguished by an elegant, calming, minimalist design aesthetic and
energized vibe in a relatively compact space ranging from 2,000 to 4,400 square feet, and offer many of
the same core amenities as larger full-service gyms. We supply significant support to help you open your
Franchised Gym including providing you with a layout and floor plan for a prototype THE YARD GYM
and detailed specifications for design, appearance, and trade dress elements. We will sell you an
equipment package with all of the fitness equipment and props that you will need for your Franchised
Gym all of which is branded and fabricated to our specifications. We describe the items in the equipment
package in Exhibit N to this Disclosure Document. See additional disclosures in Item 5.

In addition, we will sell you “Branded Retail Merchandise” consisting of fitness apparel, water
bottles, hats, beanies, towels, and other merchandise and accessory items that either display the Licensed
Marks or are produced to our specifications. In the future, we may expand Branded Retail Merchandise to
include wearable fitness tracking monitors (e.g., heart rate monitors) and proprietary nutritional foods,
beverages, vitamins and supplements at prices that we publish in the Brand Standards Manual. You must
offer to sell our entire Branded Retail Merchandise line from your Franchised Gym.

You will use best-in-class third-party software allowing your members and clients to buy class
packages and memberships and sign-up for classes from their personal computer or cell phone on your
personalized Franchised Gym Subpage. We will run a social media campaign to help publicize the
opening of your Franchised Gym to help you attract members and build awareness for the Licensed
Marks in your market area.

We offer optional assistance to help you manage your financial books and records by designating
a third-party bookkeeping service provider (“Bookkeeping Service”) that you may choose to use to
prepare your accounts payable, provide payroll services, and prepare financial reports for your Franchised
Gym.

You must identify your Franchised Gym and classes using the specific Licensed Marks and signs
that we designate, construct and build-out your Franchised Gym so that it conforms to our design and
appearance specifications, and operate your Franchised Gym according to the mandatory comprehensive
business methods including scheduling the specific group fitness classes that we authorize a minimum
number of times per day and per month. These comprehensive business methods unify operations across
Network Gyms owned by different Network Members, which, in turn, strengthens consumer awareness of
the Licensed Marks helping to attract new members and clients.

Our comprehensive business methods cover most every aspect of a Network Gym’s operation
including the following subject matters: (i) requirements for trade dress, equipment, fixtures, furnishings
and layout of Network Gyms; (ii) specific fitness curriculum through pre-recorded group classes designed
according to our “RIG,” “TURF,” AND “PAY DAY training principles using our pro-level proprietary
fitness equipment; (iii) training in how to train clients in properly using exercise machines and props and
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related safety issues; (iv) client service standards; (v) local marketing and advertising programs; (vi) the
retail sale of Branded Retail Merchandise; (vii) the sale of memberships, class packages and, if we
introduce them, gift cards; (viii) standards for the genre and style of music that you may play during
opening hours; (ix) use of specific business software applications and financial accounting and
recordkeeping support; and (x) requirements for the use of the Licensed Marks and “Company’s
Intellectual Property,” a term that we use to refer collectively to all of the intellectual property that we
license you to use under the conditions in the Franchise Agreement, including information that we
classify as “Confidential Information.” We refer to all of our recommended, mandatory and optional
business methods, operating systems, and programs that we license you to use collectively as the
“System.”

We promote Network Gyms on the TYG Website and will provide each Franchised Gym with
their own “click through” Franchised Gym Subpage, where we customize the content to provide current
information to your existing and prospective members and clients about your Franchised Gym’s operating
hours, class descriptions, schedules and other services, prices, instructor profiles, location and travel
directions, and special events, and where the public can sign-up for classes and childcare services (when a
Franchised Gym has sufficient space to offer this service) remotely. You may use your Franchised Gym
Subpage to sell membership and class packages for your own Franchised Gym.

In the future, we may introduce a membership program allowing reciprocity access at any
Network Gym and a system-wide electronic gift card program covering all Network Gyms and require
you to participate in these programs. We will notify you before we launch any network-wide membership
or gift card programs and explain the reciprocity rules in the Brand Standards Manual including
addressing when we recognize membership sales and gift card transactions in the calculation of Gross
Revenue and other exchange conditions.

After you sign the Franchise Agreement, we will give you access to our confidential operating
manuals (“Brand Standards Manual”), which contain our policies and procedures relevant to your
franchise duties and operations and explains THE YARD GYM culture and System standards. We post
the Brand Standards Manual on our “Network Portal,” a private, secure area on the TYG Website where
you will find other sample marketing materials, announcements and information relevant to the System.

We offer franchises to operators with at least two years prior experience and own and operate a
strength and conditioning gym at a location readily adaptable to a Network Gym and meet our financial
and general background criteria. Before you sign the Franchise Agreement, we will evaluate your
application and existing gym facility and let you know if you qualify as a “conversion franchisee.”
Among other things, we extend a 50% discount to conversion franchisees off of the Initial Franchise Fee
(see Item 5) and excuse conversion franchisees from paying Royalty Fees and Marketing Fees for the first
8 weeks after the Opening Date of their Franchised Gym. A conversion franchisee will sign a Conversion
Addendum to the Franchise Agreement in the form of Exhibit O to reflect these terms when they sign the
Franchise Agreement.

General Market For Your Products or Services and General Description of Competition.

The market for retail fitness is developed and highly competitive as new exercise concepts
emerge. Your competitors may include other franchised and non-franchised strength and conditioning
fitness programs that offer similar types of fitness classes that Network Gyms do, as well as exercise-
specific studios featuring yoga or Pilates, larger-scale health clubs and gyms with different price-points
and ranging from basic to luxury facilities, and personal fitness trainers. The availability of exercise
videos and third-party applications for purchase and download are another potential source of
competition.
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Besides the specific type of exercise, prospective and existing clients base their choice of fitness
classes on a variety of other factors including price, class times, location, convenience of access,
instructor, and the availability of ancillary services like showers and other locker room facilities and
childcare services.

In our experience, Network Gyms experience some changes in demand during certain periods of
the year with higher demand immediately after each January 1 and slower demand during school holidays
and summer vacation season.

Laws and Requlations.

Network Gyms are subject to federal and state laws specifically regulating health and fitness
studios. Local laws may establish minimum health and safety standards, requirements for the sale of
memberships, and requirements for contracts with consumers including refund conditions. Some state
laws may require fitness studios that sell memberships to register with a state agency or post a bond.
Other state laws may (i) require training to use and maintain safely equipment like automated external
defibrillators and other first aid equipment and items; or (ii) require training and certification in
cardiopulmonary resuscitation (CPR). Laws regulating fitness studios vary by jurisdiction.

In addition to laws that specifically apply to fitness facilities, Network Gyms are subject to laws
and regulations affecting businesses generally. Among the laws that apply to businesses generally are
those pertaining to zoning and construction; public accommodations; accessibility by persons with
disabilities; health and safety requirements including the Occupational Safety and Health Act and state
law counterparts; fire codes; environmental laws; smoking rules; labor laws; business licensing
requirements; false advertising and other unfair business practices, and the USA Patriot Act and
Executive Order 13224,

You are responsible for investigating and complying with all laws that will apply to your
Franchised Gym and should consider their effect and cost of compliance.

Our Prior Experience.

Our CEO, Dan Bova, co-founded THE YARD GYM with his wife, Tiarne Bova, our Creative
Director. Through our affiliate, The Yard Gym Pty, Ltd., they opened the first THE YARD GYM in a
Sydney, Australia suburb on July 13, 2020 during the Covid-19 pandemic. We derive our experience from
their experience. See additional information about our principals in Item 2.
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ITEM 2
BUSINESS EXPERIENCE

Dan Bova — Managing Member, CEO.

In 2020, Dan Bova co-founded THE YARD GYM fitness concept with his wife, Tiarne Bova.
Mr. Bova has worked in the fitness industry since 2012 when he set up his first fitness business offering
bootcamp-style fitness franchises. In 2014, with partners, he acquired his first F45 franchise, a functional
gym facility, in New South Wales Australia eventually adding two more franchise locations over the next
3 years also in New South Wales Australia. Mr. Bova served as head personal trainer for the F45
franchises and managed the three franchised outlets. Mr. Bova sold his interest in the F45 franchises in
December, 2019, and through our affiliate, The Yard Gym Pty, Ltd., of which he is CEO, opened and
operated the first THE YARD GYM in Australia on July 13, 2020. Mr. Bova organized our TYG
Affiliate in 2021 and, under his leadership, as of the issuance date of this Disclosure Document, our TYG
Affiliate has signed Franchise Agreements with 36 franchisees with 20 franchisee owned THE YARD
GYM facilities for locations in Australia and New Zealand. Mr. Bova is responsible for our company’s
strategic expansion into the United States, marketing programs, fitness program development, uniform
business systems and quality control programs; and financial control and business administration.

Tiarne Bova — Managing Member and Creative Director.

Tiarne Bova co-founded THE YARD GYM fitness concept in 2020 with her husband, Dan Bova,
and helped launch its franchise program in Australia. She serves as a managing member and Creative
Director of our company, our TYG Affiliate, and our affiliate, The Yard Gym Pty, Ltd. She is responsible
for the creative design, layout, aesthetics, and branding of Network Gyms and Branded Retail
Merchandise, which influences our franchise program. In June 2010, Ms. Bova co-founded the on-line
fashion label, ZALIAH (https://zaliah.com.au/), which she continues to operate as CEO of Zaliah PTY
LTD., an Australian limited liability company, which maintains its principal place of business in
Caringbah, Australia.

Cory George — Global Head of Growth.

Cory George has served as our Global Head of Growth since October, 2023. He is responsible for
managing our franchise program in the U.S., including production innovation, and strategic growth of
THE YARD GYM brand in the U.S. Before joining our company, he was employed as the Global
Ambassador/Athletics Director for F45 Training Incorporated from September, 2017, to September, 2023,
based in West Hollywood, California. In this capacity, he was responsible for qualifying candidates and
selling the F45 franchise; leading inductions and onboarding week for new F45 franchisees; heading
athletic and performance workshops globally; hosting F45 community immersive events around the
world; visiting F45 studios; securing and maintaining brand partnership; developing social media content;
and overall global representation of the F45 brand. Mr. George is still based in West Hollywood,
California.

Carl Giammarco — Head of Sales.

Carl Giammarco is our Head of Sales. He has been in that role since January 2024, and is based
in Sydney, Australia. He is responsible for building, implementing and streamlining our U.S. and
Australian sales teams, and he also sells THE YARD GYM franchises in Australia. Prior to joining our
company, he was employed by Fitstop Australia from July 2023 through January 2024 in Brisbane,
Australia. In this capacity, he was responsible for creating the sales team and streamlining their sales

6
The Yard Gym — U.S. — 2024 Multistate FDD
4860-0433-9074v.34 0120969-000001



process. From May 2014 to July 2023 he was employed by F45 Training Incorporated as their APAC
Sales Manager, President of Sales North America and Global Head of Sales in both Los Angeles,
California, and Austin, Texas. His duties for F45 included leading their sales teams, ensuring the sales
teams met quarterly and annual revenue targets, developing their global roll out strategy, and building
strategic partnerships.
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ITEM 3
LITIGATION

No litigation is required to be disclosed in this Item.
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ITEM4
BANKRUPTCY

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

Initial Franchise Fee — Start-Up Franchisee.

The Initial Franchise Fee is $50,000 (“Initial Franchise Fee”) for the first franchise that you buy.

If we mutually agree to enter into a second or additional Franchise Agreement for another
THE YARD GYM franchise, we extend a progressive 5% discount off of the then-current Initial
Franchise Fee that we are charging Network Members in the United States buying their first franchise up
to a maximum 20% discount, as shown in the following chart.

Number of Existing Franchise Agreements Previously Entered Into By and Percentage
Between You or Your Affiliate and Us Discount
0 0
1 5%
2 10%
3 15%
4 20%
Each Franchise Agreement Above 4 20%

You are under no obligation to buy an additional franchise, and we are under no obligation to sell
you an additional franchise. If we agree to sell you a new franchise, the Initial Franchise Fee that we may
charge in the future may be higher than the amount that you pay for your first franchise.

The Initial Franchise Fee is payable in full when you sign the Franchise Agreement, less the
amount of the Application Fee that you must pay us when you submit an application to buy THE YARD
GYM franchise. The Initial Franchise Fee is fully earned when paid and no portion of it is refundable
except under the conditions that we explain in this Item 5.

We determine the Initial Franchise Fee in a uniform matter for Network Members in the United
States. However, we may excuse or reduce the Initial Franchise Fee in individual cases in our discretion.
For example, we may excuse or reduce the Initial Franchise Fee if we sell a franchise for a location in the
United States to friends and family members of our owners or members of our or our affiliates’
management, or to an employee of a Network Gym anywhere in the world with at least two years
management-level experience.

Initial Franchise Fee — Conversion Franchisee.

A conversion franchisee will pay an Initial Franchise Fee equal to 50% of our Initial Franchise
Fee. Conversion franchisees also enjoy a progressive 5% discount off of 50% of the then-current Initial
Franchise Fee if we agree to enter into a second or additional Franchise Agreement with the conversion
franchisee even if, for the second or additional franchise, the conversion franchisee does not physically
convert an existing fitness facility that they own and operate to a Franchised Gym and must identify a
suitable location for the Approved Location of their second or additional franchise.

Application Fee.

Whether you are a start-up or a conversion franchisee, you will pay us an application deposit of
$5,000 when you submit an application (Exhibit M) to purchase a franchise. If we approve your
application, we credit this amount to the Initial Franchise Fee. If we do not approve your application or
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you decide to withdraw your application after we approve it, we will refund $2,500 of the deposit and
retain $2,500, which is non-refundable. You pay the entire balance of the Initial Franchise Fee when you
sign the Franchise Agreement. There is no application fee in connection with your purchase of an
additional franchise.

Other Initial Fees.

Before the “Opening Date” of your Franchised Gym, which is the date on which your Franchised
Gym first starts to offer group classes to members of the public, you must make the following payments
to us or our TYG Affiliate:

1. When you execute the Franchise Agreement, you must pay us a Grand Opening Launch
Fee of $7,000 to cover our expenses to prepare and place social media publicizing the opening of your
Franchised Gym. This fee is not refundable except under the conditions that we describe in this Item 5.
This fee applies equally to start-up and conversion franchisees.

2. Once we approve the premises (“Approved Location”) of your Franchised Gym, or, if
you are a conversion franchisee, after you sign the Franchise Agreement, we will prepare a proposed
layout and floor plan for a workout space and designate the initial equipment package that you must buy
based on the size and configuration of the workout area and separate stretch area if the Approved
Location is large enough to accommodate a separate stretch area. The initial equipment package will
include the categories and types of fitness equipment that we list on Exhibit N, all of which is branded
and fabricated for us to our specifications. We anticipate the cost of the initial equipment pack will range
from $75,000 to $105,000. The specific number of units of equipment that you will buy does not vary
significantly based on the total square footage of your Approved Location, which will range from 2,000 to
4,400 square feet. We help you design your gym floor space to accommodate the fitness equipment
package. You will pay us 100% of the cost of the equipment package when you sign the Franchise
Agreement. We will arrange with the designated third-party supplier of our proprietary fitness equipment
to deliver the equipment package directly to your Franchised Gym. We pass through the shipping and
delivery costs to you, which you must reimburse us for within 30 days of invoice. While we try to
coordinate delivery with the completion of the construction and development of your Approved Location,
you may incur additional expenses payable to third parties to store the equipment package off-site if the
Approved Location is not ready for installation of equipment when the designated third-party supplier
ships the equipment package. The Brand Standards Manual identifies additional fitness equipment
including rowing machines that you must purchase from a third-party supplier.

3. If you are a start-up franchisee, you must use your best efforts to diligently complete the
development and construction of the Approved Location, hire and train staff members, prepare your
Franchised Gym for the Opening Date, and open your Franchised Gym for business to the public within
180 days from the date that you take possession of the Approved Location after signing the lease and
“Addendum to Lease,” which is a contract between you, us and the landlord of the proposed franchise
premises in the form of Exhibit D that gives us the option to assume your lease if the Franchise
Agreement expires or terminates for any reason. See Item 8. If, despite using your best efforts, the
Opening Date is delayed for reasons not attributable to an event of Force Majeure, which we define in the
Franchise Agreement as events beyond your reasonable control, you must pay us a non-refundable
Opening Date extension fee of $5,000 for each 30 day extension until the actual Opening Date. We do
not prorate the Opening Date extension fee if the actual extension period is less than 30 days.

If you are a conversion franchisee, you are expected to use your best efforts to complete the
conversion requirements as expeditiously as possible. The Opening Date extension fee does not apply to a
conversion franchisee.

11
The Yard Gym — U.S. — 2024 Multistate FDD
4860-0433-9074v.34 0120969-000001



4. Once we designate the Approved Location or, if you are a conversion franchisee, when
you sign the Franchise Agreement, you must purchase an initial inventory of Branded Retail Merchandise
from us. Based on a prototype-size THE YARD GYM of 2,000 to 4,400 square feet, we anticipate the
cost of an opening inventory will range from $5,000 to $10,000. Payment in full is due at the time of
invoice. We will arrange to ship the Branded Retail Merchandise to your Franchised Gym and pass
through shipping and delivery costs, which you must reimburse us for within 30 days of invoice. In the
future, Branded Retail Merchandise may include nutritional supplements and beverages.

Security Deposit.

When you sign the Franchise Agreement, in addition to the Initial Franchise Fee, you must pay us
a refundable Security Deposit of $5,000 (the “Security Deposit”). The Security Deposit is non-interest-
bearing and will be held by us as security for your performance of all obligations under the Franchise
Agreement. The Security Deposit applies equally to start-up and conversion franchisees.

We may charge the Security Deposit if you fail to pay Royalty Fees, Marketing Fees, or other
amounts due to us or our affiliate under the Franchise Agreement, to reimburse us for Non-Compliance
Fees (See Item 6), or if you breach the Franchise Agreement in some other material respect. By charging
the Security Deposit, we do not waive our right to enforce any other remedies that we may have arising
from your default including terminating the Franchise Agreement in accordance with its terms. If we debit
the Security Deposit, we will notify you in writing of the amount of the debit, and allow you 15 days in
which to restore the Security Deposit to the full amount.

When the Franchise Agreement terminates or expires, we may apply any balance of the Security
Deposit on hand to any outstanding amount that you owe to us at that time. We will refund the balance of
the Security Deposit to you within 30 days after the expiration or termination of the Franchise Agreement.
You must sign our form of general release (Exhibit E) as a condition to obtaining the refund.

Initial Franchise Fee - Refund Conditions.

If you are a start-up franchisee, either you or we may terminate the Franchise Agreement if,
within 180 days following execution of the Franchise Agreement, you have not completed all of the
following steps in the development process of your Franchised Gym: (i) obtained our written approval to
a site for your Franchised Gym:; (ii) provided us with an executed copy of the lease and an Addendum to
Lease in the form of Exhibit D to this Disclosure Document; and (iii) executed Schedule A to the
Franchise Agreement to identify the Approved Location’s address and the Territory of your Franchised
Gym. If either one of us elects to terminate the Franchise Agreement for this reason, we will refund all
but $5,000 of the Initial Franchise Fee, and the entire Security Deposit and Grand Opening Launch Fee.
You must sign our form of general release (Exhibit E) as a condition to obtaining the refund.

Otherwise, none of the initial fees that we describe in this Item 5 that are payable by a start-up or
conversion franchisee are refundable.
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ITEM 6

OTHER FEES
TYPE OF FEE AMOUNT DUE DATE REMARKS
Royalty Fee The greater of (i) 7% of the Payable monthly on or We define Gross Revenue in the

(See Note 1)

Gross Revenue of the
Franchised Gym; or (ii) $1,500
per Calendar Month prorated

for any partial Calendar Month.

before the 15" day of the
month based on Gross
Revenue during the prior
calendar month, starting
from the Opening Date.
Payment is accomplished
by following the
procedures of our
designated electronic funds
transfer (“EFT”) system.

The minimum Royalty Fee
does not begin until the
first Calendar Month after
the aggregate Gross
Revenue of the Franchised
Gym in any Calendar
Month exceeds $30,000.

Franchise Agreement.

We may change the Accounting
Period for payment periodically
on 30 days prior written notice.

Applicable to conversion
franchisees only: for each
Franchised Gym that a
conversion franchisee owns, we
excuse the conversion
franchisees from paying Royalty
Fees for the first 8 weeks after
the Franchised Gym’s Opening
Date.

We may increase the minimum
Royalty Fee by up to 10% per
year over the prior year’s rate.

Marketing Fee
(See Note 1)

The greater of (i) 2% of the
Gross Revenue of the
Franchised Gym; or (ii) $200
per Calendar Month prorated

for any partial Calendar Month.

Payable monthly at the
same time and in the same
manner as the Royalty Fee.

The minimum Marketing
Fee is subject to the same
conditions as the minimum
Royalty Fee and begins
when the minimum
Royalty Fee begins.

See Item 11 for additional
disclosures.

Applicable to conversion
franchisees only: for each
Franchised Gym that a
conversion franchisee owns, we
excuse the conversion
franchisees from paying
Marketing Fees for the first 8
weeks after the Franchised
Gym’s Opening Date.

We may increase the minimum
Marketing Fee by up to 10% per
year over the prior year’s rate.

New proprietary fitness
equipment, props,
accessories, and
replacement parts after the
sale of the initial equipment
package

According to the then-current
price list and on the terms that
we will publish in the Brand
Standards Manual. At this
time, we currently estimate this
cost will range between
$75,000 -$105,000.

Payment is payable in full
when you place the order.
We may change our
payment terms at any time
on no less than 30 days
written notice.

Payable to our TYG Affiliate
until further notice.

See additional disclosures in
Item 7.

Branded Retail Merchandise

According to the then-current
price list and on the terms that
we will publish in the Brand
Standards Manual. At this
time, we currently estimate this
cost will range between $5,000
-$10,000.

Payment is payable in full
when you place the order.
We may change our
payment terms at any time
on no less than 30 days
written notice.

Payable to our TYG Affiliate
until further notice.

See additional disclosures in
Item 7.

Non-Compliance Fees

Non-Compliance Fees range
from $250 to $2,000 per

We may debit your
Security Deposit or sweep

We may increase each Non-
Compliance Fee by up to 10%
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TYPE OF FEE

AMOUNT

DUE DATE

REMARKS

(See Note 2)

infraction and are imposed if
you fail to cure a deficiency by
the deadline in our citation
notice (“Citation Deadline”).

your operating account for
the amount of the Non-
Compliance Fee if you fail
to correct the deficiency by
the Citation Deadline.

per year over the prior year’s
rate.

Imposition of Non-Compliance
Fees is not in lieu of our right to
terminate the Franchise
Agreement based on the same
deficiency nor does our receipt
of Non-Compliance Fees
preclude us from seeking other
remedies.

We publish Non-Compliance
Fees in the Brand Standards
Manual.

Fee for Additional On-Site
Training or Special Visit
after the Opening Date

If you request additional
training after the Opening Date
or wish to qualify another
person as a General Manager,
you must pay us our then-
current per diem training fee,
which at this time is $500 per
person per day (8 hours with no
proration for a partial day) plus
reimbursement of our
reasonable travel costs to send
one of our employees to your
Franchised Gym if we provide
additional training or make a
special visit to your Franchised
Gym after the Opening Date at
your request.

Post-Opening training fees
are payable in full before
training begins.

Reimbursement of our
travel expenses is payable
within 30 days of our
invoice date.

We do not prorate the per
diem rate for less than a
full day (8 hours) of
training.

If we provide additional
training in your Franchised
Gym, we charge for travel
days before and after
training if travel takes
longer than two hours in
each direction from our
training staff member’s
home.

See Item 11 for additional
information regarding our
Operations training tracks.

We may increase the daily
training fee each year by up to
10% above the prior year’s rate.

This fee is imposed if you
request additional training or
support beyond our normal visits
or we require remedial training.

We charge a per diem training
fee for any travel day involving
more than 3 hours of travel each
way to or from your Franchised
Gym in addition to
reimbursement of reasonable
travel costs.

Service Charge for
Insurance

(See Note 3)

The cost of purchasing
replacement insurance plus
25%.

Upon receipt of invoice.

The service charge is only
payable if you fail to carry the
insurance we require and if we
decide to purchase the insurance
coverage for you. We have no
obligation to obtain coverage for
you and may, instead, at our
option terminate the Franchise
Agreement based on your
material breach.

Renewal Fee $7,500 When you give notice of See conditions of renewal in
your exercise of the Item 17 and in the Franchise
renewal option, at least 9 Agreement.
months, but not more than
12 months, before
expiration of the current
term.

Transfer Fee $10,000. When you apply for our If we refuse to consent to the

consent to a proposed

proposed Event of Transfer, we
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TYPE OF FEE

AMOUNT

DUE DATE

REMARKS

Event of Transfer.

“Event of Transfer” means
any of the following: (i) the
sale or assignment of the
Franchise Agreement; (ii)
the sale of securities
requiring registration or a
private placement offering
memorandum under
applicable law; (iii) the
right to appoint a majority
of the directors, officers or
managers of a franchisee;
or (iv) the offer to sell or
sale of sufficient equity
interests in Franchisee to
result in a change of
Control.

may keep up to $2,500 of the
Transfer Fee to cover our
expenses in reviewing the
proposed transfer request.

If we consent to the proposed
Event of Transfer and exercise
our right of first refusal, we may
keep up to $2,500 of the Transfer
Fee to cover our expenses in
reviewing the proposed transfer
request.

If you own and transfer more
than one franchise
simultaneously to the same
proposed transferee as part of the
same transaction, the maximum
transfer fee that you will pay is
the sum of $10,000 for the first
franchise; $5,000 per franchise
for franchises 2 through 5; and
$2,500 per franchise for each
additional franchise over 5.

Transfer Fee - Qualified
Transfers

(See Note 4)

$2,500 per Qualified Transfer.

When you apply for our
consent to a proposed
Event of Transfer.

“Qualified Transfers” are
changes in ownership amounting
to less than a controlling interest
or the transfer of the franchise or
area development rights to a
newly formed entity which you
wholly own.

Audit

If an audit of your books and
records shows an
understatement of Gross

Revenue for any period of any

amount, you must pay us the
full amount of the

underpayment with interest and

late charges.

30 days after we complete
audit results.

If an audit of your books and
records shows an understatement
of Gross Revenue for any period
of 3% or more, you must also
reimburse us for the cost of
conducting the audit (including
our reasonable accounting, legal
fees and travel expenses).

Interest on Late Payments

1.5% per month per annum not

to exceed the maximum legal
rate of interest.

Interest accrues
immediately after due date
if you fail to pay full
obligation. Late payment
is a material default under
the Franchise Agreement.
By charging interest, we do
not waive our right to
terminate the Franchise
Agreement on account of
late payment.

Applies to all amounts payable
to us under the Franchise
Agreement. Interest is payable
on the entire overdue amount
beginning with the date payment
is due until you pay the
arrearage, late charge and
interest in full.

Remedial Work to Correct
Unhealthy or Unsafe
Condition

Service charge equal to 25% of

the cost of the remedial or
corrective work if we elect to

correct any unhealthy or unsafe

condition at your Franchised

Upon receipt of invoice.

We have no obligation to
perform remedial work and may,
instead, at our option terminate
the Franchise Agreement based
on your material breach of the
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TYPE OF FEE

AMOUNT

DUE DATE

REMARKS

Gym. Additionally, you must
reimburse us for all of our
actual direct costs in
performing the work, including
for labor, materials, travel,
supervision and subcontractors.

obligation to operate in
compliance with all laws and in a
safe and sanitary manner.

Annual Meeting
Registration Fee

(Not yet required)

Up to $500/person

Before an annual meeting

When we reach sufficient size,
we may conduct an annual
meeting of Network Members
and charge a registration fee of
up to $500 per person, which we
may increase by up to 10% per
year. Attendance of your
Primary Owner is mandatory.

Additionally, you must pay for
all travel expenses for you and
your employees and independent
contractors who attend the
annual meeting. We may
conduct the annual meeting in
any country in the world where
we have two or more
franchisees.

Indemnification and
Defense

All costs including attorneys’
fees; amount will vary under
the circumstances.

As we incur expenses and
present them to you.

You must reimburse us for losses
which we suffer resulting from
the operation of your business.
We may retain our own legal
counsel. You must reimburse us
for our legal and other
professional expenses related to
the claim.

Alternate Supplier Testing
Fee

Based on our actual cost, but
not to exceed $2,500 per
request.

When you request approval
of an alternate supplier

See Item 8

Mystery Shopper Fee
(Not yet required)
(See Note 5)

Based on actual costs which we
estimate may be up to
$100/month.

We may direct you to pay
us the Mystery Shopper
Fee which we will forward
to the mystery shopper
company or have you remit
payment directly to the
mystery shopper company
according to the company’s
payment terms

Payment to us is due within
10 days of invoice unless
we indicate otherwise.

The amount of Mystery Shopper
Fees depends on the charges
which the mystery shopper
company imposes and the
frequency of mystery shopper
visits. We invoice you
periodically depending on
whether the mystery shopper
company'’s invoices indicate that
the company made mystery
shopper visits to your Franchised
Gym during the invoice period.

The mystery shopper company
may increase its fee at any time.
We may direct the mystery
shopper company to increase the
number of visits to your
Franchised Gym if the location’s
mystery shopper scores
indicating operating deficiencies
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TYPE OF FEE

AMOUNT

DUE DATE

REMARKS

or client relations problems in
our judgment.

We base our estimate of mystery
shopper fees on the range of fees
that mystery shopper companies
charge at this time and the
average number of mystery
shopper visits we anticipate the
mystery shopper company will
make each year to each Network
Gym in good standing. Actual
mystery shopper fees will be
higher in situations if a
Franchised Gym requires
multiple mystery shopper visits
to correct poor scores.

We may increase this fee each
year by up to 10% above the
prior year’s rate.

Management Fee
(See Note 6)

The then-current management
fee that we publish in the Brand
Standards Manual, which
currently is 5% Gross Revenue.

Additionally, you must
reimburse us for our reasonable
and direct overhead expenses to
manage your business
including salary for employees,
and pay us all continuing fees
(e.g., Royalty Fees, Marketing
Fees).

Payable monthly for the
same period as the Royalty
Fee.

We may impose a Management
Fee if we elect to manage your
Franchised Gym after a death or
permanent incapacity that results
in a Change of Control.

Payment of the Management Fee
is in addition to payment of all
other obligations and fees
required to be paid to us under
the Franchise Agreement
including Royalty Fees and
Marketing Fees.

Relocation Fee

$1,500 per site evaluation

Payable only if you must
relocate the Approved
Location.

We may increase this fee each
year by up to 10% above the
prior year’s rate.

Administrative Fee
(See Note 7)

$50/month

Payable monthly at the
same time and in the same
manner as the Royalty Fee.

We charge $10/month per
additional email address over the
3 email addresses that we furnish
for the Administrative Fee.

Webmaster Fee for Hosting
the Franchised Gym
Subpage

(Payable only if you request
content changes. See
additional disclosures in
Item 11.)

If you request changes to the
content on your Franchised
Gym Subpage after its initial
setup, we may charge a
Webmaster Fee for the time
that it takes our webmaster to
input your changes according to
the then-current hourly rate
posted in the Brand Standards
Manual, which currently is
$100/hour.

Within 30 days after the
date of our invoice.

We do not impose any fee to set
up your Franchised Gym
Subpage initially.

We may increase the maximum
monthly host fee by up to 10%
per year over the prior year’s
rate.

Social Media Lead
Generation Services

$900/Calendar Month

Payable monthly for the
same period as the Royalty

We may increase this fee by up
to $50/Calendar Month each
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TYPE OF FEE AMOUNT DUE DATE REMARKS

(optional) Fee. Calendar Year.

While you are not obligated to
use our lead generation services,
we must approve the third party
lead generation service that you
choose to use.

Liquidated Damages If termination occurs more than | Within 30 days following Payable if you commit a default
36 months after the Opening the date of termination. and we terminate your Franchise
Date, liquidated damages Agreement. See Item 17.

(“Liquidated Damages”) shall
be equal to the product of (i)
the average monthly Royalty
Fees paid, or that should have
been paid, by Franchisee times

The amount of Liquidated
Damages shall not be reduced by
any claims that you may have
against us or our affiliates.

- Furthermore, the Liquidated
(if) 36 months. Damages calculation shall not be
If termination occurs less than affected by the fact that during
36 months after the Opening the calculation period Royalty
Date, Liquidated Damages shall Fees may not have been paid or
be equal to the product of (i) had been forgiven, setoff, or
the average monthly Royalty waived by us for any reason.

Fees paid, or that should have
been paid, by Franchisee during
the period that the Franchised
Gym was open; times (ii) 36
months.

If termination occurs before the
Opening Date, Liquidated
Damages shall be equal to 2 x
the sum of the Initial Franchise
Fee and Security Deposit.

The Following Notes Accompany the Item 6 Disclosures:

To Whom Payments Are Made: Except as indicated, you will make all payments to us.

Method of Payment: We collect most fees by way of a preauthorized bank deduction or EFT payment
system. Under the Franchise Agreement, you must maintain a dedicated operating account with sufficient
funds in the account so that we may debit the entire amount due to us for continuing fees. The terms of
your agreement with your bank must include providing us with no less than 30 days’ written notice before
you or the bank may make any change to the operating account that would affect our ability to collect
continuing fees through our EFT payment system.

Refund Conditions: All payments that we describe in Item 6 are non-refundable except the transfer fee
where we will refund all but $2,500 if we refuse to consent to a proposed transfer.

Uniformity: At this time, we impose continuing fees in a uniform manner. However, we retain discretion
to reduce fees in individual cases in our discretion. We also reserve the right to change the type and
amount of fees that we require new Network Members to pay us.

NOTE 1. Gross Revenue. “Gross Revenue” means the aggregate of all revenue and income from
operating your Franchised Gym, including membership and class enrollment fees, online purchases of
class packages (whether or not redeemed), gift card sales (whether or not redeemed should we introduce
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gift cards), Branded Retail Merchandise sales, and fees for optional or approved services, whether
payment is in cash, by credit card, or other generally accepted form of payment.

We exclude the following from Gross Revenue: (i) sales taxes and other taxes separately stated that you
collect from clients and pay to taxing authorities; (ii) the value of services or merchandise bought by
clients by redeeming membership benefits and authorized gift cards sold by your Franchised Gym;
(iii) proceeds from isolated sales of trade fixtures having no material effect on ongoing operations; and
(iv) tips paid by clients to employees and other independent contractors rendering services at your
Franchised Gym.

You may apply for a credit against future Royalty Fees and Marketing Fees for the actual amount of
Gross Revenue that you pay to a client in a bona fide refund transaction if: (i) you refund the Gross
Revenue to the client within 15 days of the client’s original payment; and (ii) you have reported the Gross
Revenue to us and paid Royalty Fees and Marketing Fees on the Gross Revenue refunded to the client.
To request the credit against future Royalty Fees and Marketing Fees, you must present us with
appropriate documentation to verify the date and exact amount of the bona fide client refund transaction,
the reason for the refund, and any other information reasonably requested by us. We will not honor
requests for a credit that do not comply with our policy.

You must spend at least 3% of Gross Revenue each calendar quarter on approved local marketing after
your Franchised Gym opens. You will not pay us this amount; instead, you will pay miscellaneous third
parties for expenses to implement approved local marketing. We may ask you to present us with written
substantiation of your local marketing expenditures. If we determine that your actual expenditures on
approved local marketing is less than 3% of Gross Revenue, you must promptly pay us the difference,
plus an amount equal to 25% of the difference, which we will deposit into the Marketing Fund. Your
failure to spend 3% of Gross Revenue on local marketing each calendar quarter during the term of the
Franchise Agreement is a material breach of the Franchise Agreement.

We may change the accounting period for paying fees and reporting Gross Revenue and other financial
results of your Franchised Gym or the method for paying and reporting all fees to us on 30 days written
notice.

NOTE 2. Non-Compliance Fees. The Brand Standards Manual identifies certain duties where your
failure to perform the duty may result in our assessing a Non-Compliance Fee if you fail to cure the
infraction by the Citation Deadline specified in our citation notice. Our citation notice will provide you
with sufficient details about the deficiency, any special conditions for completing the cure, and the
Citation Deadline. The length of the cure period and the Citation Deadline that we set will be
commercially reasonable in light of the nature of the underlying deficiency, but shall require that you give
your immediate and continued attention to correcting the problem. The goal of Non-Compliance Fees is
to provide you with an incentive to maintain best practices at all times in performing your duties under the
Franchise Agreement. Examples of duties that may trigger the assessment of a Non-Compliance Fee
include the failure to comply with minimum standards for cleanliness, health or safety; infractions of our
brand standards; failure to present local marketing for approval before use; running unauthorized group
classes or engaging in the sale of other unauthorized services, and other performance or operating
deficiencies identified through an inspection, mystery shopper report, client, or third party complaints.
Non-Compliance Fees range from $250 to $2,000 per infraction, and we may increase each
Non-Compliance Fee once every 12 Calendar Months by an amount not to exceed 10% per year over the
previous rate. We may also add new Non-Compliance Fees on no less than 30 days written notice
through updates to the Brand Standards Manual. In no event will a new Non-Compliance Fee per
infraction start at more than $2,000.
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NOTE 3. Insurance. Item 8 describes our minimum insurance requirements.

NOTE 4. Transfer. The Franchise Agreement defines what events constitute an “Event of Transfer” and
a “Qualified Transfer.” See also Item 17.

NOTE 5. Mystery Shopper Fee. In the future, we plan to introduce a mystery shopper program using the
services of an outside mystery shopper company that will perform regular mystery shopper visits to your
Franchised Gym to provide you with critical feedback and insight into the effectiveness of your
operations from a client’s perspective. When we implement the program, you must participate in it. The
mystery shopper program will supply us with benchmark data that will help us compare the performance
of your Franchised Gym against local competitors and other Network Gyms and franchise owners and
develop chain-wide benchmarks and competitive intelligence benefiting all Network Gyms. We may
collect a Mystery Shopper Fee or, alternatively, at our option, have you pay the mystery shopper
company’s fees directly to the company.

NOTE 6. Management Fee. The death or permanent incapacity of one of your Primary Owners may
result in a Change of Control and trigger an Event of Transfer that requires our prior written consent. If,
immediately after a death or permanent incapacity of a Primary Owner resulting in a Change of Control,
your remaining management cannot demonstrate to our reasonable satisfaction that they can operate your
Franchised Gym in accordance with the requirements of the Franchise Agreement, we may assume day-
to-day management of your Franchised Gym for your account for up to 90 days during the interim period
until they obtain our consent to an Event of Transfer. We will apply our “reasonable business judgment”
to determine if your remaining management are capable of operating your Franchised Gym in accordance
with the requirements of the Franchise Agreement to our reasonable satisfaction. We define “reasonable
business judgment” in Section XXII.H of the Franchise Agreement.

Out of your Franchised Gym’s cash flow, we may retain enough to pay ourselves the continuing fees
under the Franchise Agreement, the Management Fee, and reimburse ourselves for our out-of-pocket
expenses. Your obligation for these fees does not depend on your Franchised Gym having positive cash
flow.

NOTE 7. Administrative Fee. In exchange for paying us an Administrative Fee of $50/month, we will
provide you with (i) 3 email accounts (designated as “Owner@,” “Manager@,” and “Front Desk@”)
linked to the Franchised Gym Subpage that we host on the TYG Website to facilitate your
communications with clients; (ii) use of a secure cloud-based file sharing service facilitating the transfer
of documents and information between us; and (iii) access to our Network Portal. For an additional fee of
$10 per month per email address, we will provide additional email addresses for your Primary Owner,
General Manager, and any other employees whom you designate that are linked to your Franchised Gym
Subpage. We may increase the Administrative Fee by up to 10% per year effective on January 1 of each
calendar year during the term of your Franchise Agreement without proration for any partial period on at
least 30 days’ prior written notice.
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ITEM7

ESTIMATED INITIAL INVESTMENT

YOUR ESTIMATED INITIAL INVESTMENT

Start-Up Franchisee

Column 1 Column 2 Column 3 Column 4 Column 5
To Whom
Method of Payment Is To
Type of Expenditure Amount Payment When Due Be Made
Initial Franchise Fee $50,000 Immediately $5,000 when you Us
See Note 1 available funds submit an
(See Note 1) when you sign the application;
Franchise balance when you
Agreement sign the Franchise
Agreement
Security Deposit $5,000 Immediately Us
available funds
(See Note 1) when you sign the
Franchise
Agreement
Training Expenses $1,000 to As incurred As required Miscellaneous
(See Note 2) $5,000 E:gd parties or
Real Estate Lease and Lease Security | $24,000 to As arranged Before you get Landlord
Deposit $280,000 keys to Real Estate
(See Note 3)
Initial Exercise Pack $75,000 - Immediately As required TYG Affiliate
(See Note 4) $105,000 available funds
. $2,000 to As arranged As arranged Third parties,
Professional Fees (attorney, - -
accounting fees) ( Y $8,000 including
architects, lawyers
(See Note 9) and accountants
Leasehold improvements, fixtures, $100,000 to As required As required Third party
construction and remodeling costs, $300,000 suppliers
décor items, furnishings, décor and
decorating costs, interior and exterior
signs, architect and design fees for
construction drawings
(See Note 5)
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Start-Up Franchisee

Column 1 Column 2 Column 3 Column 4 Column 5
To Whom
Method of Payment Is To
Type of Expenditure Amount Payment When Due Be Made
Opening inventory of Branded Retail $5,000 to Immediately As required Designated
Merchandise $10,000 available funds exclusive third
(See Note 6) party supplier
Mindbody Software and Computer $8,500 to As required As required Us; Mindbody;
System Hardware and Other Business | $20,000 Apple or others
Equipment
(See Note 7)
Security Deposits (excludes real $1,000 to As arranged As arranged Suppliers;
estate deposit), utility deposits, $5,000 Government
business licenses, and other pre-paid Agencies; Utility
expenses Companies
(See Note 8)
Grand Opening Launch Marketing $7,000 to As arranged As arranged HQ
(See Note 10) $15,000
Insurance $2,000 to As arranged As arranged Miscellaneous
(See Note 11) $5,000 third parties
Additional Funds $60,000 to As arranged As arranged Miscellaneous
(Initial period begins with date of $100,000 third parties
Franchise Agreement and ends 3
months after Opening Date; excludes
rent which we include in the Real
Estate Lease line item)
(See Note 12)
TOTAL $340,500 to As arranged As arranged To multiple
$908,000
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Conversion Franchisee

Column 1 Column 2 Column 3 Column 4 Column 5
To Whom
Method of Payment Is To
Type of Expenditure Amount Payment When Due Be Made
Initial Franchise Fee $25,000 Immediately $5,000 when you Us
See Note 1 available funds submit an
(See Note 1) when you sign the application;
Franchise balance when you
Agreement sign the Franchise
Agreement
Security Deposit $5,000 Immediately Us
available funds
(See Note 1) when you sign the
Franchise
Agreement
Training Expenses $1,000 to As incurred As required Miscellaneous
(See Note 2) $5,000 third parties
Real Estate Lease and Lease Security | $0 As arranged Landlord
Deposit
(See Note 3)
Initial Exercise Pack $75,000 to Immediately Payable in full TYG Affiliate
$110,000 available funds when you sign the
(See Note 4) Francﬁ/ise ’
Agreement.

. $2,000 to As arranged As arranged Third parties,
Profess[onallc Fees (attorney, $8.000 including
accounting fees) architects, lawyers
(See Note 9) and accountants
Leasehold improvements, fixtures, $50,000 to As required As required Third party
construction and remodeling costs, $250,000 suppliers
décor items, furnishings, décor and
decorating costs, interior and exterior
signs, architect or design fees
including cost to prepare construction
drawings
(See Note 5)

Opening inventory of Branded Retail $5,000 to Immediately Before the Opening | TYG Affiliate
Merchandise $10,000 available funds Date

(See Note 6)
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Conversion Franchisee
Column 1 Column 2 Column 3 Column 4 Column 5
To Whom
Method of Payment Is To
Type of Expenditure Amount Payment When Due Be Made
Mindbody Software and Computer $8,500 to As required As required Mindbody; Apple
System Hardware and Other Business | $20,000 or other third
Equipment parties
(See Note 7)
Security Deposits (excludes real $0 As Arranged As Arranged Suppliers;
estate deposit), utility deposits, Government
business licenses, and other pre-paid Agencies; Utility
expenses Companies
(See Note 8)
Grand Opening Launch Marketing $7,000 As Arranged Before the Opening | Us
(See Note 10) Date
Insurance $0 As arranged As arranged Miscellaneous
(See Note 11) third parties
Additional Funds $10,000 to As arranged As arranged Miscellaneous
(Initial period begins with date of $50,000 third parties
Franchise Agreement and ends 3
months after Opening Date)
(See Note 12)
TOTAL $188,500 to As arranged As arranged To multiple
$490,000

THE FOLLOWING NOTES ACCOMPANY THE ITEM 7 CHART

General Remarks About Item 7: Item 7 explains your likely initial investment to open and begin
operating a Franchised Gym during the initial period. The initial period begins with the date of the
Franchise Agreement and ends 3 months after the Opening Date.

We present a separate initial investment chart for conversion franchisees because a conversion franchisee
will own and be operating a strength and conditioning gym that we believe is suitably adaptable to a
Network Gym when they sign the Franchise Agreement. Therefore, a conversion franchisee will not need
to incur some of the initial investment expenses that a non-conversion (i.e., “Start-Up™) franchisee will
incur. The initial investment chart estimates a conversion franchisee’s incremental expenses during the
initial period to convert their existing gym facility to a Franchised Gym. We include our assumptions
regarding a conversion franchisee’s likely incremental costs in these notes. For example, we assume that
a conversion franchisee will not have any incremental real estate costs to convert their gym to a
Franchised Gym because they will have signed a lease before purchasing the franchise. If an Item 7 note

24
The Yard Gym — U.S. — 2024 Multistate FDD
4860-0433-9074v.34 0120969-000001



does not discuss specific assumptions applicable to a conversion franchisee, we believe a conversion
franchisee’s initial investment expense will be comparable to a start-up franchisee’s initial investment
expense.

The low/high figures in both charts are based on a Franchised Gym that ranges in size between 2,000 to
4,400 square feet. Consequently, the low estimates assume a 2,000 square foot Franchised Gym, and the
high estimates assume a 4,400 square foot Franchised Gym.

These notes are an integral part of Item 7. They provide additional details about each expense category
and the variables and assumptions that may influence the low and high initial investment estimates.

Refund Conditions. The Initial Franchise Fee and Security Deposit are refundable under the conditions
that we explain in Item 5. The security deposit that you pay to the landlord for the premises lease may be
refundable at the end of the lease under the conditions in the applicable lease. Otherwise, none of the
initial investment payments are refundable unless you negotiate for refund terms with the third-party
vendor or supplier. We make no representation regarding your ability to obtain refund terms with third
parties with which you deal in establishing your Franchised Gym.

NOTE 1. |Initial Franchise Fee and Security Deposit. The amount shown in the chart for the Initial
Franchise Fee is for your first Franchised Gym and is if you do not qualify for a discounted Initial
Franchise Fee under the conditions explained in Item 5. A $5,000 Security Deposit is paid upon signing
the Franchise Agreement.

NOTE 2. |Initial Training. The low range of $100 assumes that 2 individuals, your Primary Owner and
one more person who you want to qualify as a General Manager, attend the Business Operations and
Coach Training modules of the initial training program before the Opening Date and reside close enough
to the San Diego, California Network Gyms where (until further notice) we intend to conduct these
modules so that you may drive daily to one of the San Diego Network Gyms and therefore have no
expenses for airfare, car rental, hotel, or other significant travel costs besides the cost of gas. The high
estimate of $5,000 assumes that the same 2 individuals attend both modules, but will incur airfare, car
rental, hotel, and other travel costs and room and board expenses to travel to San Diego, California.

In addition to being responsible for travel expenses for those who attend our initial training program on
your behalf, you are responsible for paying salaries to employees while they attend training. No
allowance is made for payment of salary to your Primary Owner during the initial phase of operations
(i.e., from the date that you sign the Franchise Agreement through the end of the first 3 months after the
Opening Date).

NOTE 3. Real Estate.

Assumptions for Start-Up Franchisees: Item 7 assumes that you lease space for your Franchised Gym
from a third-party landlord and do not acquire the real estate. You must adjust the Item 7 estimates if we
approve premises for your Franchised Gym that is in a building that you buy or already own.

Rental costs per square foot for commercial retail space vary considerably by geographic market
(population density, demographic conditions, desirability and demand for space influence actual rent);
physical size and conditions; type of retail space; the location’s placement in a larger retail complex;
prevailing market and economic conditions; and prior use of the space. In addition to rent, landlords also
vary in their policy regarding the number of months’ rent that they require as a security deposit, which
will also affect your real estate expenses during the initial period. You should expect to pay at least one
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month rent, and could pay as many as 4 months’ rent, as a security deposit. The lease may require you to
pay a separate monthly common area maintenance fee in addition to rent.

Depending on vacancy rates, prevailing economic conditions, a desire to attract tenants to a new project,
and competition, landlords may offer free rent, tenant improvement allowances and other incentives.
Some landlords will agree to defer the rent commencement date for some time period after you receive
possession and during the build-out phase. We cannot guaranty that you will be able to negotiate a tenant
improvement allowance or other favorable lease terms, including rent deferrals, and make no allowance
for these benefits in disclosing initial investment real estate costs.

The low/high ranges for this line item are based on the assumptions in the following chart, which reflect
the experience of our San Diego, California licensees. We show the total for the security deposit and rent
paid during the initial period (before and for the first 3 months after the Opening Date) in this line item.

A B C D E
. . Rent Paid Before Rent Paid After Total Columns

Rent Per Month | Security Deposit Opening Date Opening Date B+C+D
Low Estimate — $4.000 1 month rent = 1 month rent = 3 months’ rent =
2,000 square feet : $4,000 $4,000 $12,000 $24,000
High Estimate — 4 months’ rent = 6 months’ rent = 3 months’ rent =

$20,000 $280,000
4,400 square feet $80,000 $120,000 $60,000

You are responsible for investigating real estate costs in the market area where you plan to open a
Franchised Gym.

Assumptions for Conversion Franchisees: As noted, we exclude real estate costs from the conversion
franchisee chart because a conversion franchisee will already have a lease and have paid these expenses.
Therefore, the lease security deposit and rent paid during the initial period are not incremental costs that a
conversion franchisee will incur to open and begin operating a Franchised Gym.

NOTE 4. Initial Exercise Pack. See Item 5.

NOTE 5. Leasehold Improvements, Fixtures, Construction and Remodeling Costs, Décor ltems,
Furnishings, Decorating Costs and Signs; Architect and Design Fees to Prepare Construction Drawings.

Assumptions for Start-Up Franchisees: The low estimate assumes that the space you lease was previously
used as an exercise or fitness studio requiring minimal remodeling to convert it to a Franchised Gym,
while the high estimate assumes that you take possession of an empty shell or space used for a completely
unrelated purpose and requires complete remodeling.

Construction, remodeling and leasehold improvement costs include expenses to conform the approved
space to our comprehensive specifications for lighting, flooring, mechanical systems, electrical systems,
plumbing, carpentry, wall and ceiling treatments, doors and hardware, painting, HVAC systems, storage
areas, installation of an integrated security system, and other improvements to develop the physical
premises into a Franchised Gym meeting our specifications. Actual costs of construction, remodeling,
leasehold improvements, décor items, furnishings, decorations and interior and exterior signs will depend
on the size, pre-existing condition, location and previous use of the approved site, applicable local
building codes, health codes, prevailing economic conditions and the need to use union labor which is
generally more expensive than non-union labor. The low estimate assumes that the approved site was
previously used as a fitness facility. The high estimate assumes the approved site is a “vanilla box,” i.e., the
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interior condition of a new or existing building or suite that has been prepped with heating/cooling delivery
systems, lighting, electrical switches and outlets, a finished ceiling, walls that are prepped for painting,
plumbing and other utilities to stub, and a concrete slab floor. The low and high estimates include an
allowance for architect or design fees to prepare construction drawings.

Fixtures, furnishings and décor items include a front desk, locker area, lounge furniture, sound system and
video screens, and installation of televisions in the workout area. Fixtures and other fixed assets include
all custom-made millwork, cabinetry and shelving, lighting, flooring, and build-out of two separate locker
rooms and shower facilities with a minimum of two restrooms and sinks per locker room. Leasehold
improvements include interior and exterior signs.

This category excludes costs associated with the preparation of design and construction documents,
architectural fees, and building permits, which we account for separately.

Assumptions for Conversion Franchisees: A conversion franchisee will completely remodel their existing
gym facility to convert it to the design and appearance requirements of a Franchised Gym.

NOTE 6. Branded Retail Merchandise - Opening Inventory. See ltem 5.

You must purchase from our TYG Affiliate a sufficient inventory of Branded Retail Merchandise for
resale to clients of your Franchised Gym who complete their transactions at your Franchised Gym and
enough branded t-shirts for your employees to wear at work. The low/high estimates cover just your
initial opening inventory costs; we include expenses to replenish Branded Retail Merchandise inventory
after the Opening Date and through the end of the initial period (i.e., 3 months after the Opening Date)
under Additional Funds. Your inventory needs will vary substantially according to the size of your
Franchised Gym and initial client volume. Based on our experience in Australia, some franchisees focus
on merchandise sales more than others. It is also possible that a franchisee that spends $5,000 for an
initial order of Branded Retail Merchandise before the Opening Date may spend more on reorders during
the initial period than a franchisee that spends $10,000 for an initial order of Branded Retail Merchandise
before the Opening Date. The assumptions for start-up and conversion franchisees are the same.

NOTE 7. Mindbody Software, Subscription Fees, Computer System Hardware, and Other Business
Equipment.

Assumptions for Start-Up Franchisees: Until we designate another business management software
system, you must subscribe to and use web-based Mindbody software, which is widely used in the fitness
industry and offers a full complement of management tools including instructor and class scheduling,
class bookings, payroll and cash register (POS) accounting, and inventory management. Mindbody offers
different subscription arrangements including a basic “gray label” subscription without our Licensed
Marks and design aesthetics, and a customized “white label” subscription with our Licensed Marks and
design aesthetics. Both arrangements allow your clients to schedule classes and complete transactions
from their smart phone (Apple and Android mobile app formats). Eventually, we intend to roll out a
proprietary customer relationship management system that will be fully branded with our Licensed
Marks, incorporate features of Mindbody technology, allow customers to schedule classes and complete
transactions, and allow Network Gyms to manage their instructor schedules, maintain financial
recordkeeping and accounting functions, and incorporate communication features. Until we introduce our
proprietary software application, we will permit our franchisees to choose between the “basic” “gray
label” and custom “white label” Mindbody subscriptions to which a franchisee may add any of the extra
features that Mindbody offers. Based on Mindbody’s current prices on the Issuance Date of this
Disclosure Document, we estimate that you will pay Mindbody between $2,500 to $10,000 in
subscription fees during the initial period (from before the Opening Date through the end of the first three
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months of operations) depending on the particular subscription service and optional features that you
choose and the number of members that you enroll during the initial period. You pay subscription fees
directly to Mindbody. We will provide you with reasonable notice before we ask you to replace your
Mindbody subscription with our proprietary customer relationship management system.

We additionally estimate that you will spend between $6,000 - $10,000 to purchase additional business
equipment including one front desktop Apple computer; from one to four laptops primarily for client
sign-ins; from one to four iPads for staff use; from one to two printers; basic non-proprietary office
software (Excel, Word); and high-speed internet router; and basic supplies like paper and general office
supplies.

Assumptions for Conversion Franchisees: We assume that a conversion franchisee has the same costs for
this category as a start-up franchisee.

NOTE 8. Security Deposits (Excluding Real Estate Deposit), Utility Deposits, Business Licenses, and
Other Pre-Paid Expenses.

Assumptions for Start-Up Franchisees: This category includes business license fees and an allowance for
other pre-paid expenses that some suppliers may require. The high estimate includes an allowance for a
utility company deposit which some utility companies may require to activate service (e.g., electric,
telephone, Internet, gas, and water). The amount of the deposit and whether the deposit is refundable will
vary by provider. This category also includes a low/high estimate for building and occupancy permits.
The permitting process and attendant costs can vary significantly by local jurisdiction.

Assumptions for Start-Up Franchisees: We assume a conversion franchisee has incurred the expenses in
this category to open and begin operating their existing gym. Therefore, we do not consider these to be
incremental expenses that a conversion franchisee will likely incur to open and begin operating a
Franchised Gym.

NOTE 9. Professional Fees.

Assumptions for Start-Up Franchisees: Professional fees include expenses that you may incur before the
Opening Date for legal and accounting services. You may require an accountant and an attorney to
provide services with the formation of a new business entity to own the franchise and review contracts,
including this Disclosure Document, the Franchise Agreement and premises lease.

Assumptions for Conversion Franchisees: The low estimate assumes that a conversion franchisee is a
business entity that has previously signed a lease and therefore its incremental expenses for professional
fees will be lower than a Start-Up franchisee’s expenses for this category. The high estimate assumes that
a conversion franchisee incurs comparable fees as a Start-Up franchisee for legal and accounting services
to review this Disclosure Document, the Franchise Agreement, and the Addendum to Lease.

NOTE 10. Grand Opening Launch.

Assumptions for Start-Up Franchisees: The low estimate reflects the $7,000 Grand Opening Launch Fee
that you will pay us before the Opening Date to prepare and place social media publicizing the opening of
your Franchised Gym. (See Item 5). The high estimate assumes that you add targeted marketing during
the one month before the Opening Date to develop immediate client volume and Gross Revenue for your
Franchised Gym as this will reduce cash flow burdens during the initial period.
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Assumptions for Conversion Franchisees: Both the low and high estimates assume a Conversion
Franchisee does not incur expenses for marketing beyond the $7,000 Grand Opening Launch Fee.

NOTE 11. Insurance.

Assumptions for Start-Up Franchisees: Insurance costs vary according to your insurability and the
location of your Franchised Gym. The high estimate assumes that you pay your entire annual premium for
all required insurance in advance and the low estimate includes premiums for required insurance through
the end of the first 3 months after the Opening Date. We make no representation that the minimum
coverage that we specify will be sufficient for your business.

Assumptions for Conversion Franchisees: We assume that a conversion franchisee’s incremental
expenses for insurance will be less than a Start-Up franchisee’s expenses because the conversion
franchisee will have at least some insurance coverage for their existing gym in place before buying the
franchise.

NOTE 12. Additional Funds — Initial Period.

Assumptions for Start-Up Franchisees: These estimates are for a Franchisee’s first Franchised Gym.
If you own more than one Franchised Gym, you may realize some economies of scale that will lower the
Additional Funds that you will need per Franchised Gym. For example, you may be able to hire one
employee to perform administrative and marketing duties for all of your Franchised Gyms.

This category includes a low/high estimate of the operating expenses that you are likely to incur during
the first 3 months after the Opening Date, like costs to replenish Branded Retail Merchandise inventory;
costs for office supplies, janitorial supplies and janitorial services; expenses for telephones, Internet
connections, and ongoing utility costs; and routine equipment maintenance.

The category of Additional Funds also includes speakers, microphones and other electronics accessories
for the iPad-based sound system, music subscription fees, and the cost of wall-mounted television
monitors.

This category also includes an estimate of the working capital you will need for the initial period.
The working capital estimate will vary greatly from one franchisee to the next based on a variety of
factors including membership and class package sales during the period before and the first 3 months after
the Opening Daste; the number of instructors that you choose to hire or engage initially and the fees,
salary and other benefits you choose to pay them; the extent that your Primary Owner and General
Manager will be actively involved in teaching classes; your past business ownership experience, business
acumen and credit-rating; local competition; local economic conditions, including rent and wage scales;
and the actual Gross Revenue from operations that you reach during the initial 3 month period after the
Opening Date. Working capital needs are in addition to cash flow from operations. We cannot estimate
your cash flow from operations.

The Additional Funds low/high amounts exclude fees and payments that are based on a percentage of
your Gross Revenue like Royalty Fees and Marketing Fees that you pay to us, and the minimum 3% of
your Gross Revenue that you spend on local marketing since the amounts that you pay or spend will
depend on your actual Gross Revenue, which we cannot estimate. You should allow for fees and
payments that are based on a percentage of your Gross Revenue in your own calculations of working
capital requirements during the initial period. The Additional Funds low/high amounts assume that you do
not make any of the following payments to us described in Item 6 during the initial three months after the
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Opening Date: payments for additional training; service fees for insurance or remedial work; alternative
supplier testing fee; management fees; or a relocation fee.

The Additional Funds category includes an allowance for payroll expenses for your opening employees
and fees to instructors who work as independent contractors, but does not include an allowance for a draw
or salary to you or other owners of the franchise during the period before the Opening Date or during the
first 3 months of operations. The low/high estimates assume 3 trainers at 33 hours per trainer per week
during the first 3 months of operation.

The Additional Funds category does not include any allowance for payments made to a bank or financing
company on any loan that you may obtain to finance initial investment expenses. We do not arrange for
financing and you must investigate financing options on your own. The Additional Funds category also
does not include any allowance for taxes attributable to business operations.

Assumptions for Conversion Franchisees: The low and high estimates assume that a conversion
franchisee will not have incremental (additional) payroll expenses for opening employees or fees to
instructors who work as independent contractors to convert an existing gym to a Franchised Gym.
Additionally, the low estimate assumes that a conversion franchisee’s existing gym has a suitable sound
system, security cameras, and television monitors and the conversion franchisee will not incur
incremental expenses for these items.

Summary: All figures in Item 7 are estimates only. You should have additional funds available in
reserve, either in cash or through a bank line of credit, or have other assets which you may liquidate or
against which you may borrow, to cover other expenses, losses or unanticipated events during the start-up
and development stage or beyond. In estimating what your initial investment expenses will be, you
should allow for inflation, discretionary expenditures, fluctuating interest rates and other financing costs,
increased operating expenses, and local market conditions, all of which are highly variable and can result
in sudden and unexpected increases in costs. You must bear all cost escalations and budget for these
contingencies. We rely on the experience of our San Diego licensees and our TYG Affiliate in Australia
in developing, opening and operating Network Gyms.
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ITEM 8

RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

General Comments.

In operating your Franchised Gym, you must adhere to our comprehensive business methods,
standards, policies and specifications comprising the System. We identify these specifications and
requirements in the Brand Standards Manual in a number of different ways including by (i) designating
the specific proprietary fitness equipment and Branded Retail Merchandise that you must or may use or
sell; (ii) providing layout, design, trade dress, and appearance specifications; (iii) setting minimum
standards for group fitness classes; (iv) establishing operating systems and procedures for Network Gyms;
(v) identifying mandatory and recommended suppliers; (vi) establishing marketing and brand awareness
programs that identify your Franchised Gym as part of our collection of Network Gyms around the world,;
(vii) establishing operating requirements that promote the aesthetic image and high-energy and
community atmosphere of Network Gyms; and (viii) setting minimum client service standards.

These specifications and requirements promote uniformity across Network Gyms owned by
different Network Members, ensure consistency in the quality of the products and services that Network
Gyms offer their clients and advertise to the public, and strengthen confidence in THE YARD GYM
brand name. During the term of your Franchise Agreement, we may modify the System as frequently as
we believe is in the best interest of our company and Network Gyms generally to keep our brand relevant
and competitive. We will reflect these modifications in updates to the Brand Standards Manual. We will
notify you of all changes to the Brand Standards Manual by written or electronic bulletins or other
announcements or supplements to the Brand Standards Manual, and you must adapt all changes at your
expense within the time that we allow, which will be a commercially reasonable amount of time in light
of the circumstances for and scope of the change. We cannot forecast your future costs to implement the
System changes that we make. You are responsible for staying abreast of the current content in the Brand
Standards Manual.

We estimate that the proportion of required purchases and leases of goods and services for which
we identify minimum specifications to all purchases and leases that you will make of goods and services
to (i) establish and open your Franchised Gym, and (ii) operate your Franchised Gym is, in each case,
approximately 80%.

Designated Goods/Services.

We identify Designated Goods/Services in the Brand Standards Manual. The term, “Designated
Goods/Services,” is a broad category that refers collectively to goods or services that bear the Licensed
Marks, are created for us according to our specifications, or for which we designate a mandatory supplier.
At this time, Designated Goods/Services consist of (i) the proprietary fitness equipment in the equipment
initial pack and replacement items; and (ii) Branded Retail Merchandise. As we disclose in Item 1, we are
the exclusive supplier of (i) and (ii). We will derive revenue from the sale of our Designated
Goods/Services to our franchisees.

We may add to, or delete from, the list of Designated Goods/Services at any time through
changes to the Brand Standards Manual or other forms of written or electronic communication and allow
you a reasonable amount of time to implement the change. If we expand the list of Designated
Goods/Services, we may designate ourselves or our affiliates as the exclusive supplier or as a
recommended supplier.
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In the following chart, we estimate that the cost of the different categories of Designated
Goods/Services as a percentage of your total initial investment during the initial period (Item 7) and your

regular monthly operating expenses:

Start-U : Conversion
Stantlp Franchisge CBnEEen Franchisee
Franchisee Franchisee
Category Supplier | cost as a % of Costas g\r/o g Cost as a % of Costasa Ot/?“of
low/high Item 7 om:patir? low/high Item 7 yocl)JreTa(;?n y
initial investment P g initial investment P g
expenses expenses
Proprietary fitness
equipment (exercise
machines and equipment, Us 20% or less Under 5% 20% or less Under 5%
mats, props and
accessories) (mandatory)
Branded Retail
Merchandise Us 5% or less <5% 5% or less <5%
(mandatory)

This is our first fiscal year. As a result, we did not receive any revenue on account of transactions
completed by Network Members in the United States involving Designated Goods/Services before the
Issuance Date of this Disclosure Document. The two licensees in San Diego who acquired licenses to
operate a Network Gym before the issuance date of this Disclosure Document bought their equipment
directly from our designated supplier and neither we nor any affiliate of ours received any revenue or
other benefit on account of their purchases. However, from and after the Issuance Date of this Disclosure
Document, we will derive revenue on account of sales of Designated Goods/Services to Network
Members in the United States.

The supplier of the fitness equipment in the equipment package that we sell to you gives us and
our affiliates a 10% discount on the cost of equipment that we buy for Network Gyms that we own or our
affiliates own.

Non-Designated Goods/Services.

Besides Designated Goods/Services, we classify all of the other equipment, fixtures, furnishings,
supplies, signs, and other merchandise that you may, or must, use, offer or sell in operating your
Franchised Gym that are not Designated Goods/Services as “Non-Designated Goods/Services.” We
provide specifications for Non-Designated Goods/Services in the Brand Standards Manual. In some cases,
specifications may be supplied by brand name.

You may purchase or lease Non-Designated Goods/Services from any recommended or approved
supplier. At this time, neither we nor any affiliate of ours is a recommended supplier of any Non-
Designated Goods/Services. If we designate ourselves or an affiliate of ours as a recommended supplier
of Non-Designated Goods/Services in the future, we may derive revenue on account of your transactions
with us or our affiliate. We may also derive revenue on account of your purchases of Non-Designated
Goods/Services from third party suppliers whom we recommend.

As noted, this is our first fiscal year. As a result, we did not receive any revenue on account of
transactions completed by Network Members in the United States involving purchases of Non-Designated
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Goods/Services before the Issuance Date of this Disclosure Document. However, in the future, we or an
affiliate of ours may derive revenue on account of our or their direct sale of Non-Designated
Goods/Services to Network Members in the United States or on account of transactions by Network
Members in the United States and third-party suppliers that we recommended. As we note, in the future,
we or our affiliates may be a recommended supplier of Non-Designated Goods/Services.

Except as we disclose in this Item 8, we also have no arrangements in place at this time with any
designated, recommended or approved suppliers to make payments or provide material benefits to us on
account of their transactions with Network Members in the United States. However, in the future, we
may arrange with designated, recommended or approved suppliers to pay us revenue or non-cash benefits
on account of their transactions with Network Members in the United States. We have no obligation to
notify you of these arrangements in advance or obtain your prior consent. We may condition our approval
of a particular supplier on their willingness to pay us revenue or non-cash benefits on account of their
transactions with Network Members in the United States.

Purchasing Arrangements.

We have purchasing arrangements in place at this time for the Designated Good/Services that we
will sell to you.

We also have purchasing arrangements in place for Mindbody software applications, and with the
optional third-party Bookkeeping Service provider that you may use.

In the future, we may negotiate special purchasing arrangements with recommended third-party
suppliers of Non-Designated Goods/Services or new Designated Goods/Services. These arrangements
may include price discounts based on the collective volume of purchases by all Network Members in the
United States or, in our discretion, Network Members worldwide. We make no representation about our
ability to secure certain prices, payment or credit terms, or delivery conditions.

There are no purchasing or distribution cooperatives in existence at this time in the United States.

Alternative Suppliers — Approval Process.

We may recommend one or more suppliers for each item of Non-Designated Goods/Services that
you must use to operate your Franchised Gym. We identify current recommended suppliers of Non-
Designated Goods/Services in the Brand Standards Manual and may revise the list of recommended
suppliers periodically. While neither we nor any affiliate of ours is currently a recommended supplier of
any Non-Designated Goods/Services, we may be included in a list of recommended suppliers in the
future.

If you wish to purchase or lease any Non-Designated Goods/Services from a supplier who is not
pre-approved by us, you must request our approval in writing before you may use or buy the Non-
Designated Goods/Services. The Brand Standards Manual explains the procedures you must follow to
apply for our approval. In some cases, we may ask you to submit samples or information about the
supplier so that we can make an informed decision about whether the products, services, equipment,
fixtures, furnishings, signs, inventory or supplies, and proposed supplier meet our specifications and
guality standards. In evaluating a supplier that you propose to us, we consider not only the quality of the
particular Non-Designated Goods/Services, but the supplier’s production and delivery capability, overall
business reputation and financial condition. We may inspect a proposed supplier’s facilities and test its
products and charge a testing fee based on our actual cost not to exceed $2,500 per request.
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We will notify you in writing within 30 days after we receive all supporting information from you
and complete our inspection or testing to advise you if we approve the proposed item and/or supplier.
However, our failure to send you written notice by the end of 30 days signifies that we disapprove the
proposed item and/or supplier. Each supplier that we approve must comply with our usual and customary
requirements regarding insurance, indemnification and confidentiality of competitive or proprietary
information.

We may re-inspect or revoke our approval of a supplier or item at any time to protect the best
interests of THE YARD GYM brand and Company’s Intellectual Property. Revocation is effective
immediately when you receive written notice from us, and following receipt of our notice, you may not
place any new orders for the particular item or with the particular supplier and phase out use of the
revoked item.

We will communicate any changes or additions to our purchasing standards or procedures in
writing or electronically through supplements to the Brand Standards Manual. We may modify our
specifications, recommended suppliers or purchasing procedures at any time in our discretion and you
must adopt these changes at your sole expense without a commercially reasonable amount of time after
receiving our notice.

We do not provide material benefits (for example, renewal or granting additional franchises)
based on the fact that you purchase Non-Designated Goods/Services from a particular recommended
supplier. We may, however, terminate your franchise if you purchase or use unapproved products, or buy
Designated Goods/Services or Non-Designated Goods/Services from suppliers that are not recommended
or approved by us.

Mandatory Addendum to Lease.

You, we and the landlord of the proposed franchise premises must sign our Addendum to Lease
(Exhibit D). The Addendum is a contract that gives us the option to assume your lease if the Franchise
Agreement expires or terminates for any reason. We do not derive any revenue by requiring the
Addendum to Lease. The landlord’s agreement to sign the Addendum to Lease is a condition to site
approval.

Insurance.

Before you open your Franchised Gym, you must purchase and throughout the Franchise
Agreement term maintain in full force and effect the types of insurance policies in the minimum coverage
amounts and meeting the other specifications that we specify in the Brand Standards Manual and
summarize below. All mandatory insurance policies must name us as an additional insured. Payments for
insurance are made to third party insurance companies unless you fail to have the required insurance and
we elect to obtain it for you, in which case we may impose a service fee equal to 25% of our costs and
immediate reimbursement of our expenses on your behalf. While we may be a beneficiary of your
insurance, we do not derive any revenue from the insurance policies that you obtain for your business
unless you fail to purchase required insurance and we elect to purchase the insurance coverage for you
and collect the 25% service fee.

Our current minimum insurance requirements for Network Gyms in the United States are as
follows:
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REQUIRED COVERAGE

MINIMUM LIMITS OF COVERAGE

General Liability Aggregate
See note (1)

$1 Million Dollars per occurrence

$2 Million Dollars aggregate coverage

Products/Completed Operations Aggregate

$2 Million Dollars aggregate coverage

Broad form Contractual Liability; Personal
and Advertising Injury

$1 Million Dollars

Non-owned Automobile Liability

$1 Million Dollars per occurrence

All “Risks” or “Special” form general
casualty insurance

Full replacement value of your Franchised Gym and its contents based on the
cost of replacing the damaged or destroyed property with property meeting
Company’s current specifications at the time replacement is required

Fire Damage (any one fire)

$1 Million Dollars Fire Legal Liability or the hire amount required by the
Lease

Business Interruption Insurance

$1 Million Dollars

Workers compensation and employer’s

Minimum limits required by law

liability insurance, together with any other
insurance required by law

(1) Comprehensive general liability insurance combined single limit (including broad form
contractual liability), or the higher amount required by the premises lease, insuring you, us and
any of our affiliates that we designate against claims for personal injury or property damage from
your business operations.

You must obtain additional insurance if required by the lease of the Approved Location. Any
person or firm that you hire as a general contractor or to perform comparable services must maintain
general liability and builder’s risk insurance with comprehensive automobile liability coverage and
worker’s compensation insurance in the minimum amount of $1 Million Dollars aggregate or the higher
amount required by applicable law plus additional insurance that protects against damage to the premises
and structure and other course of construction hazards.

We may periodically modify our minimum requirements to reflect inflation, general industry
standards or our future experience with claims. We make no representation that the minimum coverage
that we require will be sufficient for your business or purposes. You need to evaluate if your business will
require greater coverage or other types of insurance.

Memberships, Class Packages, and Gift Cards.

At this time, you may only offer and sell membership and class packages for your own
Franchised Gym and gift cards that are redeemable only at your Franchised Gym. In the future, we may
introduce a network-wide membership program or multi-class package that allows clients reciprocity
access at any Network Gym or an electronic gift card program redeemable at any Network Gym besides
the one where the membership, class package or gift card is bought. We may require that you participate
in these network-wide programs. We will notify you before we launch any network-wide programs and
explain the reciprocity rules and other conditions in the Brand Standards Manual including addressing
how we treat transactions in the calculation of Gross Revenue (whether at 