FRANCHISE DISCLOSURE DOCUMENT

KID TO KID
FRANCHISE SYSTEM, LLC

a Delaware Limited Liability Company

39 East Eagle Ridge Drive, #100
North Salt Lake, Utah 84054
(801) 359-0071
alison.lair@bcfranchise.com
www.kidtokidfranchise.com

Kid to Kid® franchises the right to use its trade name and system to sell used and new children’s products
and maternity items to the public.

The total investment necessary to begin operation of a Kid to Kid franchise is $326;562357,515 to
$587,302640,215 which includes $4850,000 that must be paid to the franchisor or an affiliate. If you seek
to develop multiple franchises and sign an Area Development Agreement, you must pay an up-front fee of
$2535,000 multiplied by the number of franchises to be developed. The minimum number of franchises
required to be developed under an Area Development Agreement is two (2) and the inclusion of any
additional franchises will be determined by us on a case-by-case basis. The total investment necessary to
begin operation of two Kid to Kid franchises under an Area Development Agreement is $653;804715,030 to
$1,174,664280,430, which includes $88100,000 that must be paid to the franchisor or an affiliate. The
minimum amount that must be paid to the franchisor or an affiliate under an Area Development Agreement

is $70,000.

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 Alison Lair at Kid to Kid at 39 E. Eagle
Ridge Dr. #100, North Salt Lake, Utah 84054 telephone (801) 359-0071, ext. 176.

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

Buying a franchise is a complex investment. The information in this disclosure document can help you make
up your mind. More information on franchising, such as “A Consumer’s Guide to Buying a Franchise”, which
can help you understand how to use this disclosure document, is available from the Federal Trade
Commission. You can contact the FTC at 1-877-FTC-HELP or by writing to the FTC at 600 Pennsylvania
Avenue, 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: April 31202510, 2026
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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, such
as current and former franchisees. You can
find their names and contact information in
Item 20 or Exhibit F.

How much will | need to invest?

Items 5 and 6 list fees you will be paying to the
franchisor or at the franchisor’s direction. ltem
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?

Iltem 21 or Exhibit G 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 franchised and company-owned
outlets.

Will my business be the only Kid to
Kid business in my area?

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

Does the franchisor have a troubled
legal history?

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

What’s it like to be a Kid to Kid
franchisee?

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

What else should | know?

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

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

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

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

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

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

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

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

Some States Require Registration

Your state may have a franchise law, or other law, which 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 B.

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

iii
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Special Risks to Consider About This Franchise

. Out-of-State Dispute Resolution. The Franchise Agreement and Area Development

Agreement require you to resolve disputes with the franchisor by mediation and arbitration,
only in Utah. Out-of-state mediation and arbitration may force you to accept a less favorable
settlement for disputes. It may also cost more to mediate or arbitrate with the franchisor in
Utah 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 and Area Development Agreement
even if your spouse has no ownership interest in the franchise. This Guarantee will place
both your and your spouse’s marital and personal assets. potentially including your house,
at risk if your franchise fails.

. Mandatory Minimum Payments. You must make minimum royalty, advertising, and other

payments, regardless of your sales levels. Your inability to make the payments may result
in termination of your franchise and loss of your investment.

. 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.

. Inventory Control. You must maintain the Minimum Inventory Levels stipulated in the

Franchise Agreement. Your inability to make these purchases or to maintain required
inventory levels at all times may result in termination of your franchise and loss of your
investment.

. Ownership Change: The franchisor recently had a change of ownership. The support

provided by the franchisor may be different from previous owners. Therefore, the expenses
related to operating the franchise and the potential revenue you might achieve may be
different from past performance.

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

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

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

Each of the following provisions is void and unenforceable if contained in any documents relating to a
franchise:

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

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

(c) A provision that permits a franchisor to terminate a franchise prior to the expiration of its term
except for good cause. Good cause will 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.

(d) 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.

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

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

(9) 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 will include, but is not limited to:

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

(i) The fact that the proposed transferee is a competitor of the franchisor or
subfranchisor.

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

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

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

If the franchisor's most recent financial statements are unaudited and show a net worth of less than
$100,000, the franchisor will, at the request of a franchisee, arrange for the escrow of initial investment and
other funds paid by the franchisee until the obligations to provide real estate, improvements, equipment,
inventory, training, or other items included in the franchise offering are fulfilled. At the option of the franchisor,
a surety bond may be provided in place of escrow.

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

Any questions regarding this notice should be directed to:

State of Michigan Consumer Protection Division
Attn: Franchise
670 G. Mennen Williams Building
525 West Ottawa
Lansing, Michigan 48933
(517) 373-7117

Despite subparagraph (f) above, we intend to enforce fully the provisions of the arbitration section contained
in our Franchise Agreement and Area Development Agreement. We believe that subparagraph (f) is
unconstitutional and cannot preclude us from enforcing our arbitration section. You acknowledge that we
will seek to enforce that section as written.

Vi
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Item 1: THE FRANCHISOR, AND ANY PARENTS, PREDECESSORS
AND AFFILIATES

To simplify the language in this Disclosure Document, "Kid to Kid", “K2K”, “we”, “us”, and
“our” mean Kid to Kid Franchise System, LLC, the franchisor. "You” and “your” means the
person (if you are a sole proprietor, general partner, or personal guarantor of the
Franchise Agreement) or entity (if you are a limited liability company, limited partnership,
or corporation) that purchases the Franchise and becomes a Franchisee. If you are a
limited liability company, limited partnership, or other entity, “you” may also refer to your
owners.

Franchisor, Predecessor, Parent, and Affiliates

Franchisor and Predecessor

We were organized as a limited liability company on July 15, 2022, under the laws of the
State of Delaware. Our principal place of business is 39 E. Eagle Ridge Drive, #100, North
Salt Lake, Utah 84054. We conduct business under the name of Kid to Kid Franchise
System, LLC and Kid to Kid. We are not involved in any other business activities, nor
does K2K offer franchises in other lines of business.

Our predecessor, Kid to Kid Franchise System, Inc. (“K2KF”), was organized on
November 19, 1993 under the name Kidstuff Franchise System, Inc., and commenced
offering franchises in March 1994. It changed its name from Kidstuff Franchise System,
Inc. to Kid to Kid Franchise System, Inc. on January 13, 1995. K2KF or a related party
had owned or managed at least one Kid to Kid store since 1992. It had the same principal
business as us.

We acquired the franchise assets related to the Kid to Kid system on
September 30, 2022, as the result of a transaction between BaseCamp Parent, LLC and
our predecessor K2KF. Following the transaction, BaseCamp Parent, LLC contributed all
of the acquired assets down into its wholly-owned subsidiary, BaseCamp Franchise
Holdings, LLC, which, in turn, contributed those assets down into its wholly-owned
subsidiary BaseCamp Franchising, LLC. The acquired franchise agreements associated
with the Kid to Kid franchise were subsequently contributed down into Kid to Kid Franchise
System, LLC, which is a wholly-owned subsidiary of BaseCamp Franchising, LLC.

We franchise the right to use our Marks and System to sell used and new children's
products and maternity items to the public. “Marks” means such service marks,
trademarks, trade dress, trade names, logos and commercial symbols, and all
configurations and derivations, as may presently exist, or which may be modified,
changed, or acquired by us or our affiliates, in connection with the operation of a Kid to
Kid store. “System” means the business system, concept, methodology and format to
purchase, market and sell used and new children’s products and maternity items to the
public. The System includes, but is not limited to: market evaluation, site selection and
leasing strategies, store design, layout and fixturing schemes, store opening, advertising,
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merchandising, purchasing and sales techniques, technology, customer and community
relations, financing and accounting strategies, management policies and procedures, and
training programs, and may be modified from time to time. All stores operating within the
franchise system use the name Kid to Kid. We intend to continue to do business under
the names “Kid to Kid Franchise System, LLC” and “Kid to Kid.” We began franchising in
October 2022. We operate no Kid to Kid stores, but as of December 31, 2022, some of
our predecessor’s officers and founders, Shauna Sloan and Chelsea Sloan Carroll, have
ownership interests in various Kid to Kid stores.

Parent and Affiliates

Our immediate parent is BaseCamp Franchising, LLC (“BaseCamp”). BaseCamp
Franchising, LLC is wholly-owned by BaseCamp Franchise Holdings, LLC, which is
wholly-owned by BaseCamp Parent, LLC. All of these entities are limited liability
companies formed on July 15, 2022, in Delaware, with a principal place of business at 39
E. Eagle Ridge Drive, #100, North Salt Lake, Utah 84054.

Our affiliate Uptown Cheapskate Franchise System, LLC is a Delaware limited liability
company formed on July 15, 2022 (“Uptown Cheapskate” or “UC”), and has the same
principal address as us. It is a franchisor of a franchise system that sells used and new
teen and young adult products. While UC stores target a different base of customers, their
operations are similar to ours. UC’s predecessor, Uptown Cheapskate, LLC had owned
or managed at least one Uptown Cheapskate store since 2008, and offered franchises
from September 2008 to September 2022. As of December 31, 20245, Uptown
Cheapskate, LLC had 429-148 franchise stores and 14 company-owned stores in the
United States. UC is not involved in any other business activities and does not offer
franchises in any other lines of business.

BaseCamp provides support services to our franchisees and our affiliate UC'’s
franchisees, including operations support, tech support, software, marketing services,
and bookkeeping services. BaseCamp is not involved in any other business activities,
and does not offer franchises in any line of business.

Agent for Service of Process

Our agent for service of process is listed in Exhibit C of this Franchise Disclosure
Document.

The Business We Offer

We franchise Kid to Kid retail stores (“Stores”) under the terms of the Franchise
Agreement in the form included in this disclosure document as Exhibit A (the “Franchise
Agreement”). A Kid to Kid Store is a retail store located at a specific address (the “Store
Location”) from which you will sell high-quality used and new brand name clothing,
accessories, toys and equipment for children and expecting mothers. A Kid to Kid
franchise (the “Franchise”) emphasizes customer value by purchasing used merchandise
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from customers in the local community, and by offering high-quality used merchandise
for sale at a substantial discount to the price of new merchandise.

With the purchase of a Kid to Kid Franchise, you will receive: (i) the right to utilize our
Marks, as defined above; (ii) the right to utilize our System, as defined above; (iii) the right
to use the proprietary Software Suite provided by our affiliate BaseCamp, as defined in
Item 5 below, and ; and (iv) certain territory rights, as detailed in ltem 12.

The general market for the franchise is resale, consignment, and retail clothing,
equipment, and related items. The market is fairly well developed. Goods are sold
primarily to families with children and sales are modestly seasonal, similar to traditional
retail, with heavier sales in the summer and early fall for Back to School and in the early
spring season.

Applicable Regulations

There are no particular federal laws or regulations specific to the industry in which the
franchise business operates, but as sellers of children’s products our stores must comply
with the Consumer Product Safety Improvement Act of 2008 (“CPSIA”) which prohibits
the sale of unsafe and recalled children’s products. There may be laws in your state or
municipality related to products with filling in them, such as mattresses, car seats, and
bassinets and the sale of second-hand items, that affect you. Some state and local
governments regulate businesses which sell second-hand merchandise.

Competition

Your competitors may include specialty stores, department stores, discount stores, big-
box stores, thrift stores, consignment stores, mail order vendors, internet merchants, and
other resale stores.

Kid to Kid franchisees purchase product primarily from customers in their communities.
In most cases, the product is purchased outright rather than consigned. Customers
primarily consist of parents, as well as other relatives, friends, and care providers
shopping on behalf of children.

Area Development Agreement

We also grant multi-franchise development rights under an area development agreement
(“Area Development Agreement”) to qualified franchisees (“Area Developers”), which
include the right to develop a specific number of Kid to Kid franchises within defined
territories according to a pre-determined development schedule (a “Development
Schedule”). You will be required to sign a separate Franchise Agreement for each
franchise at the time that you sign the Area Development Agreement. Each Franchise
Agreement will take the same form as the Franchise Agreement attached as Exhibit A.
Our standard Area Development Agreement is attached as Exhibit L. Unless specifically
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stated otherwise, the disclosures for the Area Development Agreement are the same as
for a single franchise.

Item 2: BUSINESS EXPERIENCE

Zach Gordon: Co-CEO

Mr. Gordon has been our Co-CEO, as well as the Co-CEO of BaseCamp and UC, since
October 2022, and previously served as Co-CEO of the predecessors of those three
entities since August 2022. Mr. Gordon has also been Managing Partner of Horizon Point
Capital, LLC since November 2020. Prior to that, Mr. Gordon was a Senior Director of
Restaurant Brands International, Inc. in Miami, FL from August 2018 to November 2020.
Mr. Gordon resides in Salt Lake City, UT and is related to our Co-CEO Tyler Gordon and
to BaseCamp Director John Gordon.

Tyler Gordon: Co-CEO

Mr. Gordon has been our Co-CEO, as well as the Co-CEO of BaseCamp and UC, since
October 2022, and previously served as Co-CEO of the predecessors of those three
entities since August 2022. Mr. Gordon has also been Managing Partner of Horizon Point
Capital, LLC since July 2020. Prior to that, Mr. Gordon was a Principal at Apollo Global
Management LLC in New York, NY from July 2015 to June 2020. Mr. Gordon resides in
Salt Lake City, UT and is related to our Co-CEO Zach Gordon and to BaseCamp Director
John Gordon.

John Gordon: Director of BaseCamp

Mr. Gordon has been a Director of BaseCamp since October 2022. Mr. Gordon has also
been the Senior Managing Director of Deltec Asset Management Corporation in New
York, NY since January 1988. Mr. Gordon resides in New York, NY and is related to our
Co-CEOs Zach Gordon and Tyler Gordon.

Brent Sloan: Director of BaseCamp

Mr. Sloan has been a Director of BaseCamp since October 2022. Mr. Sloan co-founded
our predecessor K2K in 1992 and served as the Chairman of the predecessor BaseCamp
Franchising, LLC in Salt Lake City, UT from November 1992 to September 2022. Mr.
Sloan resides in North Salt Lake, UT and is related to Mrs. Carroll.

Chelsea Carroll: Director of BaseCamp

Mrs. Carroll has been a Director of BaseCamp since October 2022. Mrs. Carroll co-
founded the predecessor of our affiliate UC in 2008 and most recently served as its
President from January 2013 to September 2022. Mrs. Carroll resides in North Salt Lake,
UT and is related to Mr. Brent Sloan.

Steve Murphy: Director of BaseCamp
Mr. Murphy has been Managing Director of 10K Island Investments, LLC since February
2020. Previously, Mr. Murphy held a variety of positions at Winmark Corporation in
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Minneapolis, MN from April 2002 to February 2020, including President of Franchising
from October 2006 to February 2020. Mr. Murphy resides in Marco Island, FL.

Item 3: LITIGATION

Predecessor’s Prior Actions

Maribeth Vanderbeck and M Three, Inc. v. Uptown Cheapskate, LLC, Kid to Kid Franchise
System, Inc. and Basecamp Franchising, LLC. On August 11, 2014, Franchisee filed an
arbitration claim against Uptown Cheapskate, LLC (“UCF”), Kid to Kid Franchise System,
Inc. ("K2KF”), and the predecessor of Basecamp Franchising, LLC (“Predecessor
Basecamp”) seeking rescission of its franchise agreement and damages, alleging that
our affiliate’s predecessor, UCF, made unlawful earnings claims and provided poor advice
and support. UCF denied the allegations and defended its position in a binding arbitration
action in Minnesota in October 2015. The arbitrator held on December 21, 2015, that “the
evidence demonstrated that M Three (the franchisee) breached the franchise agreement
and its obligations under the agreement” and that UCF was “entitled to terminate the
franchise agreement.” The arbitrator also found that UCF failed to advise M Three to seek
legal counsel with respect to the lease it negotiated, and held that UCF, K2KF, and
Predecessor Basecamp were jointly and severally liable to M Three in the amount of
$186,750 to offset some of its rent obligations. The U.S. District Court of Minnesota
confirmed the arbitration award Case No.: LLC File No.: 16-cv-00042 (Minn. U.T. filed
January 7, 2016).

Other than this action, no litigation is required to be disclosed in this Item.

Item 4: BANKRUPTCY

No bankruptcy is required to be disclosed in this ltem.

Item 5: INITIAL FEES

Initial Franchise Fee: You will pay us a $25;888Thirty-Five Thousand Dollar ($35,000)
lump sum franchise fee ("Eranchise Fee") when you sign the Franchise Agreement. We
will accept your application by signing and returning the Franchise Agreement to you. -We
will refund the entire Franchise Fee in ten (10) days if we do not approve your application.
There are no refunds under other circumstances.

Software Installation Fee: After you have signed the lease for your store, you will pay our
affiliate BaseCamp a non-refundable fee of $Fifteen Thousand Dollars ($15,000) to
purchase a license to the BaseCamp software suite, which currently includes the BMAP™.
Baseline™ point-of-sale and product appraisal program, IMAP™, and Vendor Check-in
software (the “Software Suite”).
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New Store Service: After you have signed the lease for your store, you will pay our affiliate
BaseCamp a non-refundable fee of Fifteen Thousand Dollars ($15,000) to participate in
the New Store Service, as defined in Item 11 below. The New Store Service will deploy
advertising strategies exclusively in your local market, commencing approximately
sixteen (16) weeks before the date that your store opens to purchase and sell
merchandise (the “Grand Opening”). If you own a store that is already operating that
temporarily closed prior to a transfer or relocation, you will also be required to pay our
affiliate BaseCamp a non-refundable fee of Fifteen Thousand Dollars ($15.000) to
participate in the New Store Service. In those cases, New Store Service will deploy
advertising strategies exclusively in your local market leading up to and around the date
that your store reopens to purchase and sell merchandise (the “Grand Reopening”).

Area Development Agreement: If you enter into an Area Development Agreement, the
initial Franchise Fee for each franchise to be developed is $25Thirty-Five Thousand
Dollars ($35,000-). You must pay an up-front fee equal to $25Thirty-Five Thousand
Dollars ($35,000) multiplied by the number of franchises to be developed under the Area
Development Agreement (the “Area Development Fee”), which will then be credited
towards the initial Franchise Fee of each franchise. You will also be required to pay a
software installation fee of Fifteen Thousand Dollars ($15,000) for each franchise
associated with the Area Development Agreement at the time that you sign a lease for
each such franchise. You must sign a separate Franchise Agreement for each Store to
be developed under the Area Development Agreement at the time that you execute the
Area Development Agreement. The minimum number of franchises required to be
developed under an Area Development Agreement is two (2) and the inclusion of any
additional franchises will be determined by us on a case-by-case basis. The minimum
amount you will be required to pay us in the context of an Area Development Agreement
is Seventy Thousand Dollars ($70,000), consisting of the Area Development Fee. We will
refund the entire Area Development Fee if we do not approve your application, as noted
above. There are no refunds under other circumstances. The Area Development Fee is
applied uniformly.
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Item 6: OTHER FEES

Type of Fee

Amount

Due Date

Remarks

Royalty

5.0% of Gross Sales'

Payable monthly on
the 10" day of the
next month

We will automatically withdraw
the Royalty fees, as well as all
other fees, via electronic funds
transfer.

If you fail to report your Gross
Sales in a given month, we shall
be entitled to withdraw Four
Thousand Dollars ($4,000) from
your account as an Estimated
Royalty Fee. An adjustment
between the Estimated Royalty
Fee and the actual Royalty Fee
owed shall be made during the
following month’s reporting and

payment cycle

Post Termination
Royalty

150.0% of stated royalty rate

Payable monthly on
the 10" day of the
next month

Only charged if you are
operating after franchise
termination and a new
agreement has not been signed

Marketing Fund

0.5% of Gross Sales

Same as Royalty
fee

For development and
management of marketing and
advertising materials and
programs. -In addition to
Advertising Expenditure outlined
below

Advertising
Expenditure

You must spend the greater of 5.0%
of Gross Sales or $2,000 per month in
addition to grand-epening;
reepeningGrand Opening, Grand
Reopening, relocation and transfer
store expenditures, and Marketing
Fund fee. Any expenditures via the
National Marketing Program or a
Local Advertising Cooperative will
count towards this figure. May be
modified yearly

Measured each
calendar quarter

You are required to report your
Advertising Expenditures to us
on the 15" day of the month
following each calendar quarter

Minimum monthly expenditure
may increase by up to $250 per
year

Advertising Penalty

1.0% of Gross Sales (from sales of
prior month)

Payable monthly on
the 10" day of the
next month for the
6 calendar months
following the
application of the
penalty

Only charged if you fail to spend
the required Advertising
Expenditure during a 6-month
period; does not count toward
the required 5.0% Advertising
Expenditure
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Type of Fee

Amount

Due Date

Remarks

National Marketing
Program (“NMP”)

You must spend a minimum of $2,000
per month via the NMP during the
calendar year in which your store
opens. At the end of the calendar
year in which your Store opened,
provided your Store has been open
for at least 6 full months, this monthly
NMP requirement will change to the
lesser of (i) 2.5% of average Gross
Sales and (ii) $2,500. See Item 11:
Advertising for additional detail

Payable monthly on
the 20'" day of the
month for
advertising
deployed in the
subsequent month

Collected via electronic funds
t