FRANCHISE DISCLOSURE DOCUMENT

KIDZART LLC

A Nevada Limited Liability Company
P.O. Box 81143

Lansing, MI 48908-1143
517-784-5000

info@kidzart.com

We offer franchises for the operation of businesses that provide art instruction and products to
children and adults under the mark KidzArt® and Art Innovators®.

The total investment necessary to begin operation of a KidzArt Teach franchised business is
$23,750 to $37,150. This includes $20,100 to $26,600 that must be paid to the franchisor.

We also offer franchises for the operation of businesses that provide educational and technology
enrichment science programs for children ages 4 to 14 through a uniform system that includes
quality products and proprietary curricula and business format under the mark Club Scientific®.
This mark is owned by KidzArt, LLC.

The total investment necessary to begin operation of a Club Scientific Teach franchised business
is $22,750 to $52,500. This includes $20,100 to $29,550 that must be paid to the franchisor.

We also offer franchisees the option to purchase both a KidzArt Teach franchised business and
Club Scientific Teach franchised business for a reduced initial fee. The total investment necessary
to begin operation of a Co-Branded KidzArt and Club Scientific franchised business is $35,450 to
$68,250. This includes $32,800 to $45,300 that must be paid to the franchisor.


mailto:info@kidzart.com

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 support at KidzArt LLC,
P.O. Box 81143, Lansing, M|l 48908-1143, telephone 1-517-784-5000.

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

Buying a franchise is a complex investment. The information in this disclosure document can help
you make up your mind. More information on franchising, such as “A Consumer’s Guide to Buying
a Franchise,” which can help you understand how to use this disclosure document, is available
from the Federal Trade Commission. You can contact the FTC at 1-877-FTC-HELP or by writing
to the FTC at 600 Pennsylvania Avenue, NW, Washington, 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 26, 2025


http://www.ftc.gov/

How to Use This Franchise Disclosure Document

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

QUESTION WHERE TO FIND INFORMATION

How much can I earn? Item 19 may give you information about outlet
sales, costs, profits or losses. You should also try
to obtain this information from others, like current
and former franchisees. You can find their names
and contact information in Item 20 or Exhibit B.

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 Item 21 or Exhibit D includes financial
financial ability to provide statements. Review these statements carefully.
support to my business?

Is the franchise system stable, Item 20 summarizes the recent history of the

growing, or shrinking? number of company-owned and franchised outlets.

Will my business be the only Item 12 and the “territory” provisions in the

KidzArt business in my franchise agreement describe whether the

area? franchisor and other franchisees can compete with
you.

Does the franchisor have a Items 3 and 4 tell you whether the franchisor or its

troubled legal history? management have been involved in material

litigation or bankruptcy proceedings.

What’s it like to be a Item 20 or Exhibit B lists current and former
KidzArt franchisee? franchisees. You can contact them to ask about
their experiences.

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




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.
See the Table of Contents for the location of the State Specific Addenda.



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, or litigation
only in Mississippi. Out-of-state mediation, arbitration, or litigation may force
you to accept a less favorable settlement for disputes. It may also cost more
to mediate or litigate with the franchisor in Mississippi than in your
own state.

2. 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.

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

4. Turnover Rate. In the last year, a high percentage of franchised outlets were not renewed or
ceased operations for other reasons. This franchise could be a higher risk investment than a
franchise in a system with a lower turnover rate.

5. Spousal Liability. Your spouse must sign a document that makes your spouse liable for all
financial obligations under the Franchise 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 (perhaps including your hours) at risk if your franchise fails.

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.

THE FOLLOWING DISCLOSURES 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 offranchisees.

(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 shall
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 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.

(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

(i) 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.

(f) 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.



(g) 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:

0] 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
Sub franchisor.

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

(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.

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

IF YOU HAVE ANY QUESTIONS ABOUT THIS NOTICE, DIRECT THEM TO THE
DEPARTMENT OF THE ATTORNEY GENERAL OF THE STATE OF MICHIGAN, 670 LAW
BUILDING, 525 WEST OTTAWA, LANSING, MICHIGAN 48913, (517) 373-7117.

If this Franchise Disclosure Document has been registered in any of the states listed in the State
Effective Dates Page, which precedes this page, the effective date of that authorization is listed
in that Page.
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ITEM 1
THE FRANCHISOR AND ANY PARENTS, PREDECESSORS AND AFFILIATES

The Franchisor

To simplify the language in this Disclosure Document, “we,” “us,” “our” or “KidzArt” means KidzArt
LLC, the franchisor. “You” means the person, corporation, or other entity that acquires the
franchise and is the franchisee. If a legal entity buys the franchise, “you” includes the franchisee’s
owners. We are a Nevada limited liability company that was formed in July 2002. In August 2012,
we changed the company name from KidzArt Texas, LLC to KidzArt LLC. Our principal business
address is 11820 Norfolk Rd. Lake Cormorant, MS. 38641. Since July 2002, we have offered
franchises for the establishment, development, and operation of businesses offering art instruction
products and services under the KIDZART® mark and system (the “KidzArt Franchised Business”).

Our agents for service of process are listed in Exhibit A of this Disclosure Document.
The Franchise

The KidzArt Franchised Business

KidzArt Franchised Businesses are generally home-based office businesses that provide art
instruction and products to children and adults ages 2-102 through a uniform system that includes
quality products and proprietary curricula and business format (the “KidzArt System”).
Franchisees offer a full range of portable classroom programs (the “Programs”) including after-
school classes, “Squiggles” Mommy & Me activities for children two and three years old, pre-
school day care activities, “TeenzArt”™ classes for elementary, middle and high school students,
Palette Up!s™for adults in which participants bring their own wine or other beverages, SeniorzArt®
for assisted living centers, birthday parties, fundraising activities, art programs for schools,
summer and day camps, and more. Classes are typically held throughout the school year (30 to
36 weeks) and camps are typically held in the summer months or whenever school is out, making
this a year-round business. Camps are offered on a weekly basis and generally conducted
between 9 am and 5 pm and each Camp has an individual curriculum. Programs can be hosted
at many venues. We discourage store fronts because of the lease expense. The KidzArt System
includes an online registration system.



KidzArt Franchised Businesses utilizes classrooms within a variety of venues, such as public
and private schools, religious institutions, colleges and universities and community centers
(collectively, the “Program Facilities”). KidzArt programs may not be located or conducted from
your private residence if you operate your KidzArt Franchised Business out of your home.

The KidzArt Franchised Business operates under the mark KidzArt® and other trade names,
trademarks, and service marks that we now or in the future may designate in writing for use in
connection with the System (the “KidzArt Proprietary Marks”).

The Club Scientific Franchised Business

Club Scientific Franchised Businesses are generally home-based office businesses that provide
science and technology enrichment programs for children ages 4 to 14 through a uniform system
that includes quality products and proprietary curricula and business format (the “Club Scientific
System”). Club Scientific Franchised Businesses generally provide educational and enrichment
portable classroom programs (the “Programs”) including afterschool classes, pre- school, labs for
elementary, middle, high school students and families, birthday parties, assemblies, science
programs for schools, summer, and day camps and more. Classes are typically held throughout
the school year (30 to 36 weeks) and offer a range of science instructional camps during the
summer months (“Camps”) or whenever school is out, making this a year-round business. Camps
are offered on a weekly basis and generally conducted between 9 am and 5pm and each Camp
has an individual curriculum. Programs can be hosted at many venues. We discourage store
fronts because of the lease expense. The Club Scientific System includes an online registration
system.

Club Scientific Franchised Businesses utilizes classrooms within a variety of venues, such as
public and private schools, religious institutions, colleges and universities and community centers
(collectively, the “Program Facilities”). Club Scientific programs may not be located or conducted
from your private residence if you operate your Club Scientific Franchised Business out of your
home.

The Club Scientific Franchised Business operates under the mark Club Scientific® and other
trade names, trademarks, and service marks that we now or in the future may designate in writing
for use in connection with the Club Scientific System (the “Club Scientific Proprietary Marks”). The
KidzArt Proprietary Marks and the Club Scientific Proprietary Marks are collectively referred to
herein as the “Proprietary Marks”.

The Co-Branded Franchise

We also offer franchisees the opportunity to purchase and operate both a KidzArt Franchised
Business and a Club Scientific Franchised Business (the “Co-Branded Franchise”) within the
same territory for a discounted initial fee. If you are a qualified candidate to operate a Co- Branded
Franchise, you will execute a KidzArt franchise agreement, a Club Scientific franchise agreement
and a Co-Branding Franchise Addendum (the “Co-Branding Franchise Addendum”).

We offer two sizes of territory for each franchise option.
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A KidzArt, Club Scientific or Co-Branded Teach Franchise is a small territory with
demographics of 15,000 qualified households (*ghh). A Teach territory is usually large enough
for a franchise owner to operate by themselves or with 1-2 part-time staff depending on their
development of their business.

A Teach Plus Franchise is 30,000 *ghh. Twice the size of the Teach franchise territory. This
size territory is usually purchased by those wanting to build a larger business and who plan to hire
others to teach.

* A qualifying household (*ghh) is a home with an income over $75,000.

The Market and Competition

The market for services provided by KidzArt and Club Scientific businesses is developing. You
will have to compete with other businesses, including franchised operations, national chains and
independently owned companies, offering similar or related art and scientific educational
programs. The products and services offered by the KidzArt and Club Scientific businesses are
not seasonal in nature. Your competitive advantage in the marketplace will be based on your
adherence to our standards and guidelines, as well as your entrepreneurial and managerial
abilities and focus on customer service.

Laws and Regulations

The KidzArt Franchised Businesses, Club Scientific Franchised Business and Co-Branded
Franchise is subject to federal, state and local laws and regulations in your county, state or
municipality pertaining to businesses generally and any laws pertaining to the education of
children, child safety, the regulation of art and science instruction, screening obligations involving
initial and annual background checks and criminal records checks, as well as those laws and
regulations regarding consumer protection and operations, permits and licenses (including,
without limitation, all government regulations relating to occupational hazards and health, trade
regulation, worker's compensation, and unemployment insurance). The type and extent of any
required background checks varies depending on the school that will host your Franchised
Business. Additionally, if you host Palette Up classes, we do not serve or provide liquor or alcohol.
Please check your state regulations so you know what you are able to offer. Certain state and
local regulations require franchisees to obtain a liquor license if you serve or provide any kind of
alcohol. You are also subject to employment laws such as the Fair Labor Standards Act and
various state laws governing such matters as minimum wages, overtime and working conditions.

You will also be subject to other laws or regulations that are not specific to the industry, but
applicable to businesses generally, including labor laws, insurance requirements, business
licensing laws and tax regulations, and the Americans with Disabilities Act. We have not
investigated the laws or regulations applicable to your KidzArt Franchised Business, Club
Scientific Franchised Business or Co-Branded Franchises. You are solely responsible for your
cost to comply with such laws and regulations, and you should do so before purchasing a
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franchise from us. We strongly suggest that you consult with an attorney, consultant and/or
financial advisor regarding such regulations prior to purchasing a franchise from us. Applicable
laws and regulations are subject to change.

Our Parents, Predecessors and Affiliates

KidzArt has no parents, affiliates, or predecessors.

We have no other business activities and have not previously offered, nor do we currently offer
franchises in any other lines of business. Other than as disclosed in this Disclosure Document,

we have no other parents, predecessors or affiliates that offer franchises in any line of
business or provide the products or services offered under the KidzArt and/or Club Scientific
System to our franchisees.

KidzArt/Club Scientific FDD 2023



ITEM 2
BUSINESS EXPERIENCE

President/CEO and Co-Owner — Robert R. Denton

Robert (Randy) Denton has served as President/Executive Director of Art to Grown on
LLC, dba KidzArt from May 2004 to present. As of June 1, 2021, Mr. Denton assumed
the role of President/CEO of KidzArt LLC. Mr. Denton’s office is in Lake Cormorant,
Mississippi.

COO/Executive Director and Co-Owner — Mary A. Denton
Mary (Alice) Denton has served as Vice President/Executive Director of Art to Grow On LLC, dba

KidzArt from May 2004 to present. As of June 1, 2021, Mrs. Denton assumed the role
COO/Executive Director of KidzArt LLC. Mrs. Denton’s office is in Lake Cormorant, Mississippi.

ITEM 3
LITIGATION

Pending Litigation:

No litigation is required to be disclosed in this item.

Concluded Litigation:

No litigation is required to be disclosed in this Item.



ITEM 4
BANKRUPTCY

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



ITEM S5
INITIAL FEES

Initial Franchise Fees The initial franchise fee for a KidzArt Teach Franchised Business with
approximately 15,000 qualifying households (“KidzArt Teach”) is $20,100 (the “KidzArt Teach
Franchise Fee”) consisting of the following fees: Initial Franchise Fee - $14,900, Initial Training
Fee - $1,000, Initial Art Fee - $2,000, Initial Marketing Fee - $800, Initial Website and Hosting
Fee - $750 and Initial Registration Setup Fee - $650 and is due and payable to KidzArt when
you sign a “KidzArt Teach” franchise agreement. The initial franchise fee for a KidzArt Teach
Plus Franchised Business with approximately 30,000 qualifying households (“KidzArt Teach
Plus”) is $26,600 the (“KidzArt Teach Plus” Franchise Fee”) consisting of the following fees;
Initial Franchise Fee - $19,900, Initial Training Fee - $2,500, Initial Art Fee - $2,000, Initial
Marketing Fee - $800, Initial Website and Hosting Fee - $750 and Initial Registration Setup Fee
- $650 and is due and payable to KidzArt when you sign a “KidzArt Teach Plus” franchise
agreement.

The initial franchise fee for a Club Scientific Teach Franchised Business with approximately
15,000 qualifying households (“Club Scientific Teach”) is $20,10000 (the “Club Scientific Teach
Franchise Fee”) consisting of the following fees: Initial Franchise Fee - $14,900, Initial Training
Fee - $1,000, Initial Science Inventory Fee - $2,000, Initial Marketing Materials Fee - $800, Initial
Website fee and Web Hosting Fee - $750 and Initial Registration Setup Fee - $650 and is due
and payable to KidzArt when you sign a “Club Scientific Teach” franchise agreement.

The initial franchise fee for a Club Scientific Teach Plus Franchised Business with approximately 30,000
qualifying households (“Club Scientific Teach Plus”) is $29,550 (the “Club Scientific Teach Plus Franchise
Fee”) consisting of the following fees: Initial Franchise Fee - $19,900,

Initial Training - $2,500, Initial Science Inventory - $3,000, Initial Marketing Materials Fee - $2,750,

Initial Website fee and Web Hosting Fee - $750, and Initial Registration Setup Fee - $650 and is

due and payable to KidzArt when you sign a “Club Scientific Teach Plus” franchise agreement.

The initial franchise fee for a “Co-Branded Teach Franchised Business with approximately 15,000
qualifying households (“Co-Branded Teach”) is $32,800 (the “Co- Branded Teach Franchise Fee”) consisting
of the following fees: Co-Branded Initial Franchise Fee - $25,000, Initial Training - $1,000, Initial Art
Inventory Fee - $2,000, Initial Science Inventory Fee - $2,000, Initial KidzArt Website Fee and

KidzArt Web Hosting Fee - $750, Initial Club Scientific Website Fee and Club Scientific Web Hosting
Fee - $750, Initial KidzArt Registration Setup Fee - $650 and Initial Club Scientific Registration Setup
Fee - $650 and is due and payable to KidzArt when you sign and you execute a KidzArt Teach
franchise agreement, a Club Scientific Teach franchise agreement, and the Co-Branding Teach
Franchise Addendum at the same time. Except as provided in this Item, the KidzArt Teach
Franchise Fee, Club Scientific Teach Franchise Fee and the Co-Branded Teach Franchise Fee
are uniform to all franchisees.

The initial franchise fee for a “Co-Branded Teach Plus Franchised Business with approximately
30,000 qualifying households (“Co-Branded Teach Plus”) is $45,000 (the “Co- Branded Teach
Plus Franchise Fee”) consisting of the following fees: Co-Branded Initial Franchise Fee - $35,000,
Initial Training - $2,500, Initial Art Inventory Fee - $2,000, Initial Science Inventory Fee - $3,000,
Initial KidzArt Website Fee and KidzArt Web Hosting Fee - $750, Initial Club Scientific Website
Fee and Club Scientific Web Hosting Fee - $750, Initial KidzArt Registration Setup Fee - $650
and Initial Club Scientific Registration Setup Fee - $650 and is due and payable to KidzArt when
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you sign and you executea KidzArt Teach Plus franchise agreement, a Club Scientific Teach Plus
franchise agreement and the Co-Branding Teach Plus Franchise Addendum at the same time.
Except as provided in this Iltem, the KidzArt Teach Plus Franchise Fee, Club Scientific Teach
Plus Franchise Fee and the Co-Branded Teach Plus Franchise Fee are uniform to allfranchisees.



We may also allow you to expand your KidzArt, or Club Scientific franchise Territory beyond the
standard 15,000 or 30,000 qualifying households respectively by paying us $0.40 per additional
qualifying household over 15,000 or under 14,000 qualified households for a Teach franchise and over
30,000 for a Teach Plus franchise business option you choose. We do not allow a territory to be
under 5,000 qualified households. * If your territory purchase or addition reaches or exceeds 30,000
qualifying households, this would make you a Teach Plus franchise instead of a Teach franchise.
The minimum monthly royalty fee increases when a territory of 30,000 or more qualifying households
is purchased. If you purchase a Co-Branded Teach Franchise, you may expand your territory by paying
us $0.80 per additional qualifying household since it covers the expansion of both brands. A qualifying
household is one with an annual income over $75,000.

We offer a 10% discount off the initial franchise fees to qualified veterans. We offer this discount to
honorably discharged veterans of the United States military who otherwise meet our requirements as
for new franchisees.

We may, in our sole discretion, participate in contests and giveaways in which we provide a reduced
initial franchise fee or eliminate the initial franchise fee depending upon the terms and conditions of
the contest or giveaway and the prospect’s qualifications.

The KidzArt Franchise Fee, Club Scientific Franchise Fee and Co-Branded Franchise Fee are not
refundable under any circumstances and are deemed fully earned upon payment.



Initial Art or Science Training Inventory, Marketing Materials, Website, and Registration Fees

If you purchase a KidzArt Franchised Business or a Club Scientific Franchised Business or a Co-
Branded Franchise, you must pay us a minimum fee of $1,000 to $2,500 one week prior to the
training schedule date of your Franchised Business.

If you purchase a KidzArt Franchised Business or a Co-Branded Franchise, you must pay us a
fee of $2,000 upon signing a KidzArt Franchise Agreement for an initial inventory of art supplies
(the “Initial Art Inventory Fee”) and a fee of $800 either to us or to our designated vendor for initial
marketing materials (the “KidzArt Initial Marketing Materials Fee”) needed to begin operating
your KidzArt Franchised Business. You will receive the initial inventory of art supplies at initial
training. We will send the marketing supplies to you by mail or other once you purchase these.

Before your KidzArt Franchised Business or Co-Branded Franchise opens, you must also pay us
a fee of $750 for the setup of a customized KidzArt website for your KidzArt Franchised Business
(the “Initial KidzArt Website Fee”) and a $650 setup fee for your online customer registration and
class management program (the “KidzArt Initial Online Registration Setup Fee”).

Initial Science Inventory, Marketing Materials and Website and Registration Fees

If you purchase a Club Scientific Franchised Business or a Co-Branded Franchise, you must
purchase from us an initial inventory of science materials, which ranges between $2,000 and
$3,000 depending on the time of year you are commencing operations. Your initial inventory may
be higher if you commence operations immediately preceding or during the summer camp season.
You must pay a fee of $800 either to us for marketing materials (the “Club Scientific Initial
Marketing Materials Fee”) needed to begin operating your Club Scientific Franchised Business.
If you plan to offer day camps, the Club Scientific Initial Marketing Materials Fee is $2,750. You
will receive the inventory of initial lab materials at initial training. We will send the marketing
materials to you by mail or other means.

Before your Club Scientific Franchised Business or Co-Branded Franchise opens, you must pay
us supplier a fee of $750 for setup of a customized Club Scientific website for your franchise (the
“Initial Club Scientific Website Fee”) and a fee of $650 for the setup of your online customer
registration and class management program (the “Club Scientific Initial Online Registration Setup
Fee”) prior to opening the Franchised Business.

Each fee listed in this ltem 5 is payable to KidzArt in a lump sum and is not refundable. KidzArt
does not offer an option for installments.



ITEM 6
OTHER FEES

For KidzArt Franchises:

Type of Fee!"

Amount

Due Date

Remarks

KidzArt Royalty

8% of monthly Gross
Revenues

The KidzArt Teach
minimum monthly royalty
is $250 each month. If
you expand your territory
to 30,000 QHH or more
than you fall under the
KidzArt Teach Plusroyalty
requirements below.

The KidzArt Teach Plus
minimum monthly royalty
is $300 during each month
of the first year of the
franchise term and $400
during each month of the
remaining years of the
franchise term.

First payment is
due after the first
full calendar month
following the end of
initial training.
Payments are due
on 1stday of each
month and
considered late if
not received by us
by 10t day of each
month.

“Gross Revenues” include all retail
amounts paid by your students,
whether you receive them or not. It
includes amounts paid by the customer
directly to you or through a third party
such as a community or recreation
center or YMCA. Gross sales do not
include

sales tax, adjustments or credits.
We may require electronic
payment. @

Teach Plus see Iltem 5

Transferee Training
Fees

Cost of training for the
transferee plus one
additional attendee,
$4000. Each additional
attendee, $1000.

Before Training

You are responsible for paying all
travel expenses incurred for training.
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Type of Fee!"

Amount

Due Date

Remarks

KidzArt Advertising The greater of (i) 1% of Same time as See Item 11 for a detailed discussion
Fee monthly Gross Royalty. about the

Revenue; or (i) $25 per KidzArt Advertising Fund.

month.
KidzArt Technology | $45 per month for web Same time as We collect this fee for ourselves or on
Fees hosting service and Royalty. behalf of authorized suppliers. We

support (the “KidzArt
Monthly Web Hosting
Fee”).

For online customer
registration and class
management (the “KidzArt
Monthly Registration
Fee”),

1% of Gross Revenue
charged through the
system.

may increase these fees to reflect
increases in our costs or increases in
the Consumer Price Index.

Certified Instructor
Training

Currently $350 per
person. We may
increase this charge. Our
Certified Trainer comes to
you unless we have
approved you or your
designee’s request to
become a Certified
Trainer for your
employees. You also pay
the Certified Trainer’s
travel expenses.

Two weeks before
the beginning of
training.

Training lasts one day. You may train
one (1) Certified Instructor after you
become a Certified Instructor. For all
additional Certified Instructors, you
must arrange for the training of your
certified instructors after you complete
the initial training program. You or a
Certified Instructor can request to
become a Certified Trainer to trainyour
own employees by sending us a video
of a full live class for our review. We
will inform you if approved. Then you
or you designated Certified Trainer can
begin training your own staff.

Annual Review Currently $100 per trainer | As incurred. We review and critique digital media
per year. recordings of classes taught by you or
your Certified Trainer.
Additional Territory $0.40 per qualifying Before Territory If you want to increase the size of your
Fee household ($0.80 per change made franchise territory (beyond thestandard
qualifying household if you| effective. 15,000 or 30,000 qualifyinghouseholds

operate a Co-Branded
Franchise).

for a Teach or Teach Plus Franchise,
you must pay us $0.40 per qualifying
household added to your Territory
($0.80 per qualifying household ifyou
operate a Co-Branded Franchise).

Additional Assistance

$250 per day plus travel
expenses.

30 days after billing.

For training or assistance beyond what
KidzArt typically provides.
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Type of Fee!"

Amount

Due Date

Remarks

Transfer Fee

7% of the then-current
Initial Franchise Fee.

Before transfer.

Payable before you sell your franchise.
If a broker or KidzArt sales
representative is involved in the
transfer, you must pay his or her fees
in addition to the transfer fee.

Audit

Cost of audit plus late fee
and interest.

30 days after billing.

Cost of audit payable only if audit
shows an understatement of at least
2% of Gross Revenues.

Indemnification

Will vary under
circumstances.

As incurred.

You must reimburse

KidzArt if it incurs costs or is held liable
for claims from your franchised
business.

Fees for Lost
Manuals

Actual Replacement cost

Upon delivery

Historically, lowest fee paid $18.79 and highest
fee paid $25.89.

Interest/Late Charges

Late fee equal to greater
of 15% of amount due or
$50 for each late
payment, plus 172%
interest per month for
each payment more than
7 days late, but not more
than the highest
commercial interest rate
law allows.

30 days after billing

Dishonored
Payments

$100

As incurred

Due each time a check or an
attempted debit from your account is
dishonored due to insufficient funds, or
you take any other action toimpede
the automatic debiting processes.

Franchise Renewal
Fee

Teach Territory $1000
Teach Plus Territory
$2000

Co-Branded Territory
$2500

30 days prior to
renewal

Initial franchise term is 10 years.
Renewal is automatic, unless you
provide notice that you do not wish to
renew the agreement, or the agreement
is otherwise terminated. You will be
granted a renewal term of 10 years
under the terms of our then-current
franchise agreement.

Reimbursement of
Inspection Expenses
and Corrective Action

Depends on our direct
costs

As incurred

Due for follow-up inspection after we
determine that you are in default or if
we perform your obligations to protect
KidzArt® brand.
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Type of Fee!"

Amount

Due Date

Remarks

Conference Fee

Depends on our direct
costs

Before you attend

See ltem 11 — You must pay our
conference fee whether or not you
attend the conference (although
attendance is mandatory). You must
also pay all travel and living expenses
you incur to attend conference.

Insurance

Will vary under
circumstances

After training and
before you begin
operating your
Office.

You must reimburse us if we obtain
insurance on your behalf.

Attorneys’ Fees and
Costs

Will vary under
circumstances

As incurred

Due when you do not comply with the
Franchise Agreement.

Advertising
Cooperative
S

Will vary under
circumstances

Same time as
Royalty.

Due if a regional advertising
cooperative is designated for your
area. We have not established any
cooperatives as of the Issue Date of
this Disclosure Document and have not
contemplated how much a Franchised
Business might be required to
contribute to such a cooperative
(though it will not exceed your KidzArt
Advertising Fee amounting to the
greater of 1% of your Gross Sales
each month or $25 per month).
Cooperative activities will be
determined by a majority vote of the
member franchisees in the
Cooperative. Company-owned outlets
will have the same voting power as
franchisee-owned outlets.

Failure to Report Fee

Will vary under
circumstances

As incurred

If you fail to report the Gross Revenue
of the Franchised Business for any
month, we may debit the EFT Account
for 120% of the last Royalty Fee and
Advertising Fee that we debited
(together with the late fee noted
above). If the amounts we debit from
the EFT Account are less than the
amounts you owe us (once we have
determined the actual Gross
Revenue), we will debit the EFT
Account for the balance on the day we
specify. If the amounts, we debit from
the EFT Account are greater thanthe
amounts you owe us, we will

13




Type of Fee(" Amount Due Date

Remarks

credit the excess against the amounts
due during the following month.

Liquidated Damages | Will vary under As incurred
circumstances

In the event you abandon your
Franchised Business, we will incur
damages, the actual amount of which
would be speculative and difficult to
calculate. As such, you agree to pay
us, within 30 days after the effective
date of such abandonment, in addition
to royalties and all other amounts then
owed to us under this Agreement, the
agreed upon liquidated damages
amount, which shall be calculated by
determining the average monthly
royalty owed to us in the immediately
preceding 12 full calendar months (the
“Average Royalty”), and multiplying the
Average Royalty by 24 months (the
“Liquidated Damages Amount”).

Notes:

1. All fees are payable to us and are non-refundable, unless otherwise expressly

stated.

2. All fees are payable electronically through one or more depository transfer

accounts (an “EFT Account”) or using such methods as we may designate in the Manuals or
otherwise in writing. Before opening the KidzArt Franchised Business, you shall provide us with
your bank’s name, address and account number, a voided check from such bank account, and
sign and give to us and your bank, all documents, including Schedule “E” to the KidzArt Franchise
Agreement, necessary to effectuate the EFT Program and our ability to withdraw funds from such
bank account via electronic funds transfer. You shall immediately notify us of any change in your
banking relationship, including changes in account numbers. At our request, you agree to execute
such other documents as we determine are necessary for us to process electronic funds transfers
from your designated bank account for payment of the Royalties and Advertising Fee, if any, owed
to us based on Gross Revenue payments due under the KidzArt Franchise Agreement.

3. All current fees are uniformly imposed and collected, made payable to KidzArt, LLC
(franchisor).
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For Club Scientific Franchises:

Type of Fee("

Amount

Due Date

Remarks

Royalty

8% of monthly Gross
Revenues

The Club Scientific Teach
minimum monthly royalty is
$250 each month. If you
expand your territory to
30,000 (ghh) or more than
you fall under the Club
Scientific Teach Plus royalty
requirements below.

The Club Scientific Teach
Plus minimum monthly
royalty is $300 during each
month of the first year of the
franchise term and $400
during each month of the
remaining years of the
franchise term.

First payment is due
after the first full
calendar month
following the end of
initial training.
Payments are due
on 1stday of each
month and
considered late if
not received by us
by 10t day of each
month.

“Gross Revenues” include all amounts
paid by your students, whether you
receive them or not. It includes
amounts paid by the customer directly
to you or through a third party such as
a community or recreation center or
YMCA. Gross sales do not include
sales tax, adjustments or credits. We
may require electronic payment.(2

Teach Plus see ltem 5

Club Scientific
Advertising Fee

The greater of (i) 1% of
monthly Gross Revenues; or
(i) $25 per month.

Same time as
Royalty.

See Item 11 for a detailed discussion
about the Club
Scientific Advertising Fund.

Club Scientific
Technology Fees

$45 per month for web
hosting service and support
(the “Club Scientific Web
Hosting Fee”).

For online customer
registration and class
management (the “Club
Scientific Monthly
Registration Fee”),

1% of Gross Revenue
charged through the system.

Same time as
Royalty.

We collect this fee for ourselves or on
behalf of authorized suppliers. We
may increase these fees to reflect
increases in our costs or increases in
the Consumer Price Index.
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Type of Fee("

Amount

Due Date

Remarks

Certified Instructor

Currently $350 per person.

Two weeks before

Training lasts one day.

Training We may increase this beginning of You may train one (1)
charge. Our Certified Trainer | training. Certified Instructor after you becomea
comes to you unless we Certified Instructor. For all additional
have approved you or your Certified Instructors and Camp
designee’s request to Counselors, you must arrange for the
become a Certified Trainer training of your Certified Instructors
after you complete the initial trainin
for your employegs. You progr);m. You or a Certified Instruct%r
also pay the Certified o
L can request to become a Certified
Trainer's travel expenses. Trainer to train your own employees
by sending us a video of a full live
class for our review. We will inform
you if approved. Then you or you
designated Certified Trainer canbegin
training your own staff.
Annual Review Currently $100 per trainer per| As incurred. We review and critique digital media

year.

recordings of classes taught by you
and each Certified Instructor.

Additional
Territory Fee

$0.40 per qualifying
household ($0.80 per
qualifying household if you
operate a Co-Branded
Franchise).

Before Territory
change made
effective.

If you want to increase the size of
your franchise territory (15,000 or
30,000 qualifying households for a
Teach or Teach Plus Franchise), you
must pay us $0.40 per qualifying
household added to your Territory
($0.80 per qualifying household if you
operate a Co-Branded Franchise).

Additional
Assistance

$250 per day plus travel
expenses.

30 days after billing.

For training or assistance beyond what
KidzArt typically provides.

Transfer Fee

7% of the then-current Initial
Franchise Fee.

Before transfer.

Payable before you sell your
franchise. If a broker or KidzArt sales
representative is involved in the
transfer, you must pay his or her fees
in addition to the transfer fee.

Audit

Cost of audit plus late fee and
interest.

30 days after billing.

Cost of audit payable only if audit
shows an understatement of at least
2% of Gross Revenues.

Indemnification Will vary under As incurred. You must reimburse
circumstances. KidzArt if we incur costs or are held
liable for claims from your franchised
business.
Fees for Lost Actual Replacement cost Upon delivery Historically, lowest fee paid $18.79 and

Manuals

highest fee paid $25.89.
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Type of Fee("

Amount

Due Date

Remarks

Interest/Late Late fee equal to greater of | 30 days after billing
Charges 15% of amount due or $50
for each late payment, plus
1%2% interest per month for
each payment more than 7
days late, but not more than
the highest commercial
interest rate lawallows.
Dishonored $100 As incurred Due each time a check or an
Payments attempted debit from your account is
dishonored due to insufficient funds,
or you take any other action toimpede
the automatic debiting process.
Franchise Teach Territory $1000 30 days prior to Initial franchise term is 10 years.
Renewal Fee Teach Plus Territory renewal Renewal is automatic, unless you
$2000 provide notice that you do not wish to

Co-Branded Territory
$2500

renew the agreement, or the
agreement is otherwise terminated.
You will be granted a renewal term of
10 years under the terms of our then-
current franchise agreement.

Reimbursement of
Inspection
Expenses and
Corrective Action

Depends on our direct costs

As incurred

Due for follow-up inspection after we
determine that you are in default or if
we perform your obligations to protect
Club Scientific® brand.

Conference Fee

Depends on our direct costs

Before you attend

See Iltem 11. You must pay our
conference fee whether or not you
attend the conference (although
attendance is mandatory). You must
also pay all travel and living expenses
you incur to attend conference.

Insurance

Will vary under
circumstances

After training and
before you begin
operating your

You must reimburse us if we obtain
insurance on your behalf.

Office.
Attorneys’ Fees Will vary under As incurred Due when you do not comply with the
and Costs circumstances Franchise Agreement.
Cost of training for Before You are responsible for paying all
Transferee the transferee plus training travel expenses incurred for
Training one additional training.
Fees attendee, $4,000.

Each additional
attendee, $1,000.
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Type of Fee("

Amount

Due Date

Remarks

Advertising
Cooperatives

\Will vary under circumstances

Same time as Royalty

Due if a regional advertising
cooperative is designated for your
area. We have not established any
cooperatives as of the Issue Date of
this Disclosure Document and have
not contemplated how much a
Franchised Business might be
required to contribute to such a
cooperative (though it will not exceed
your Club Scientific Advertising Fee
amounting to the greater of 1% of your
Gross Sales each month or $25 per
month). Cooperative activities will be
determined by a majority vote of the
member franchisees in the
Cooperative. Company-owned outlets
will have the same voting power as
franchisee-owned outlets.

Failure to Report
Fee

Will vary under
circumstances

As incurred

If you fail to report the Gross Revenue
of the Franchised Business for any
month, we may debit the EFT Account
for 120% of the last Royalty Fee and
Advertising Fee that we debited
(together with the late fee noted
above). If the amounts we debit from
the EFT Account are less than the
amounts you owe us (once we have
determined the actual Gross
Revenue), we will debit the EFT
Account for the balance on the day we
specify. If the amounts we debit from
the EFT Account are greater than the
amounts you actually owe us, we will
credit the excess against the amounts
due during the following month.
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Liquidated
Damages

Will vary under
circumstances

As incurred

In the event you abandon your
Franchised Business, we will incur
damages, the actual amount of which
would be speculative and difficult to
calculate. As such, you agree to pay
us, within 30 days after the effective
date of such abandonment, in addition
to royalties and all other amounts then
owed to us under this Agreement, the
agreed upon liquidated damages
amount, which shall be calculated by
determining the average monthly
royalty owed to us in the immediately
preceding 12 full calendar months (the
“Average Royalty”), and multiplying the
Average Royalty by 24 months (the
“Liquidated Damages Amount”).
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Notes:

1. All fees are payable to us and are non-refundable, unless otherwise expressly stated.

2.All fees are payable electronically through one or more depository transfer accounts (an “EFT
Account”) or using such methods as we may designate in the Manuals or otherwise in writing.
Before opening the Franchised Business, you shall provide us with your bank’s name, address
and account number, a voided check from such bank account, and sign and give to us and your
bank, all documents, including Schedule “E” to the Club Scientific Franchise Agreement,
necessary to effectuate the EFT Program and our ability to withdraw funds from such bank
account via electronic funds transfer. You shall immediately notify us of any change in your
banking relationship, including changes in account numbers. At our request, you agree to
execute such other documents as we determine are necessary for us to process electronic funds
transfers from your designated bank account for payment of the Royalties and Advertising Fee, if
any, owed to us based on Gross Revenue payments due under the Club Scientific Franchise

Agreement.

3. All fees are imposed by and are paid to KidzArt, LLC (franchisor).

ITEM 7

ESTIMATED INITIAL INVESTMENT

YOUR ESTIMATED INITIAL INVESTMENT- KIDZART FRANCHISE

Type of Amount To whom
Expenditure Method of payment is to be

(Note 1) Low High payment AT LT made
KidzArt Initial $14,900 $19,900 Lump sum Upon signing KidzArt
Franchise Fee (Note KidzArt
2) Franchise

Agreement
Initial Training $1,000 $2,500 As incurred Airlines, Hotels,
(Note 3) One week priorto | Restaurants, etc
training
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Type of Amount To whom
Expenditure Method of When due payment is to be
(Note 1) Low High payment made
Certified $0 $700 ($350 As incurred As incurred KidzArt or a
Instructor Training per person) Certified Trainer
(excluding KidzArt franchisee
expenses) (Note
3)
Rent or Real (Note 4) (Note 4)
Estate and
Improvements
Initial Art $2000 $2000 Lump sum Upon signing KidzArt
Inventory Fee (Note KidzArt
5) Franchise

Agreement
KidzArt Initial $800 $800 Lump sum Upon signing KidzArt
Marketing KidzArt Franchise
Materials Fee Agreement
(Note 6)
KidzArt Initial $750 $750 Lump sum Upon signing KidzArt
Website Fee and KidzArt Franchise
KidzArt Web Agreement
Hosting Fee
(3 months) (Note 7)
KidzArt Initial $650 $650 Lump sum Upon signing KidzArt
Registration  Setup Kidzart Franchise
Fee (Note 8) Agreement
Video Camera $0 $600 Lump Sum As incurred Supplier
(Note 9)
Insurance $150 $250 As arranged As arranged Insurance
(Note 11) Company or

Broker

Miscellaneous $2,000 $4,500 As incurred As incurred Suppliers,
Opening Costs Insurance,
(Note 12) Utilities, etc.
Additional Funds $500 $2,500 As incurred As incurred Employees,
— 3 months (Note Suppliers,
13) Utilities
Computer System $1,000 $2,000 As incurred As incurred Supplier
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TOTALS (Note $3,650.00 $10,550.00

13) (excluding (excluding
rentcosts) | rent costs)

TOTALS (Note $20,100.00 $26,600.00

14)

TOTAL $23,750.00 $37,150.00

Note 1: The initial fee is not refundable under any circumstances.

Note 2: The KidzArt Initial Franchise Fee is $14,900 for a KidzArt Teach franchise and $19,900
for a KidzArt Teach Plus franchise. You will pay the KidzArt Initial Franchise Fee in full upon
signing the KidzArt Franchise Agreement for the Teach or Teach Plus franchise you choose. See
Item 5 for a description of the KidzArt Initial Franchise Fee. We may also allow you to expand
your KidzArt Teach Territory (beyond the standard 15,000 qualifying households) for a KidzArt
Teach Franchise or (beyond the standard 30,000 qualifying households) for a KidzArt Teach Plus
Franchise by paying us $0.40 per additional qualifying household. If you expand your territory to
30,000 qualifying households or more, you then fall under the KidzArt Teach Plus royalty
requirements.

Note 3: See ltems 6 and 11 for a complete explanation of our training program and training costs.
Our estimate includes lodging accommodation and dining expenses for two people. Your travel
expenses, if any, will depend upon the distance of travel, mode of transportation, and the time of
year in which your training occurs. The low range of $0 represents the cost to train new Certified
Instructors when you or your teachers have become certified to train your employees. To become
a Certified Trainer for your employees, you or your designee must send in a video of the teacher
teaching a full class while utilizing correct teaching methods andtimes.

Note 4: We expect that you will operate from your home office, but you may choose to operate
from a commercial location we approve under a lease. Typical locations are less visible, lower
cost office space. The typical space ranges between 200 and 1,000 square feet. (See ltems 11
and 12). Our franchise is portable. You are prepared to start conducting business as soon as
you leave training. Leaving training is when you are considered ready to open and operate your
business.

Note 5: If you purchase a KidzArt Franchised Business, you must pay us a fee of $2,000 upon
signing the KidzArt Franchise Agreement for an initial inventory of art supplies needed to begin
operating your KidzArt Franchised Business. You will receive the initial inventory at initial training;
you can also request to have this initial inventory mailed to you.

Note 6: You must pay us the $800 KidzArt Initial Marketing Materials Fee for initial marketing
materials needed to begin operating your KidzArt Franchised Business. The KidzArt Initial
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Marketing Materials Fee is payable in full upon signing the KidzArt Franchise Agreement and we
or our designated vendor will send the marketing materials to you by mail or other means we
designate based on your order size.

Note 7: Prior to commencing operations of your KidzArt Franchised Business, you must pay us
the $750 KidzArt Initial Website Fee to cover the cost for a custom website for your KidzArt
Franchise. This website will be designed, constructed, hosted, and maintained by our KidzArt
webmaster. You may not create or maintain any other websites for your KidzArt Franchise. The
range above also includes three months of the $45 KidzArt Monthly Web Hosting Fee.
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Note 8: You must also pay us $650 KidzArt Online Registration Setup Fee for the setup of your
online customer registration and class management program prior to opening the Franchised
Business (excluding a rent of 1% of the Gross Revenues run through our On-line vendor’s system
each month. This is the rent for their registration system pluscredit card processing fees which are
not included in this total listed above, but which you will pay) (also excludes credit card processing
fees which are also not included in Item 7 as this will vary each month based on the revenue
processed. You are responsible to pay these totals)). Please See Iltems 6 and 11 for more
information.

Note 9: You must purchase or have access to a video camera and tripod and a digital camera.
The low range of $0 assumes you already own or have access to a video camera. A cell phone
with good video and pictures can also be used.

Note 11: The amount specified in the chart represents our estimate of your first three months of
insurance premiums.

Note 12: Includes other deposits, utility costs, equipment, telephone and communications costs,
licenses, and legal fees.

Note 13: This amount is an estimate of additional funds needed (working capital) for the initial
phase of your business (first three months) for additional expenses, including payroll, suppliers
and utilities. This estimated amount is based on figures from our franchises, industry averages,
and the current costs of operations. In addition, the estimates presented relate only to costs
associated with the franchised business and do not cover any owners’ salary or draw, any
personal, "living," unrelated business or other expenses you may have, such as royalty payments,
debt service on any loans, state sales, and/or use taxes on goods and services, and a variety of
other amounts not described above. These figures do not include a training fee or travel and living
expenses for a third or additional attendee at initial training.

Note 14: This estimates the initial investment to begin operations before opening. These figures
are estimates only and are based upon KidzArt and its officers with 20 years of franchise
experience.

Note 15: Each of the fees payable to us are non-refundable, including those paid to third parties.

You should review these figures carefully with a business advisor before deciding to purchase the
franchise. None of these payments are refundable.

KidzArt does not provide financing arrangements for you. If you obtain financing from others to
pay for some of the expenditures necessary to establish and operate the franchise, the cost of
financing will depend on your creditworthiness, collateral, lending policies, financial condition of
the lender, and regulatory environment.
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YOUR ESTIMATED INITIAL INVESTMENT- CLUB SCIENTIFIC FRANCHISE

Type of Amount To whom
Expenditure Method of When due payment is to be
(Note 1) Low High payment made
Club Scientific $14,900 $19,900 Lump sum Upon signing KidzArt
Initial Franchise Fee Club Scientific
(Note 2) Franchise
Agreement
Initial Training $1,000 $2,500 As incurred One week prior to | Airlines, Hotels,
(Note 3) training Restaurants, etc.
Certified $0 $700 ($350 As incurred As incurred KidzArt or a
Instructor Training per person) Certified Trainer
(excluding KidzArt franchisee
expenses) (Note 3)
Rent or Real (Note 4) (Note 4)
Estate and
Improvements
Initial Science $2,000 $3,000 Lump sum Upon signing the KidzArt
Inventory
(Materials) (Note 5) Club Scientific
Franchise
Agreement
Initial Club $800 $2,750 Lump sum Upon signing Club | KidzArt
Scientific Scientific Franchise
Marketing Agreement
Materials Fee
(Note 6)
Club Scientific $750 $750 Lump sum Upon signing Club | KidzArt
Scientific Franchise
Initial Website Agreement
Fee and Club
Scientific Web
Hosting Fee (3
months)
(Note 7)
Club Scientific $650 $650 Lump sum Upon signing Club | KidzArt

Initial Registration
Setup Fee
(Note 8)

Scientific Franchise
Agreement
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Type of Amount To whom
Expenditure Method of When due payment is to be
(Note 1) Low High payment made
Video Camera $0 $600 Lump Sum As incurred Supplier
(Note 9)
Laptop $0 $1,800 Lump Sum As needed Third party vendors
Computers/tablets
(12)
(Note 11)
Software $0 $2,750 Lump Sum As needed Third Party
Packages (Note Vendors
12)
Summer Camp $0 $3,000 Lump Sum Before offering Third party vendor
Materials camps
(per 20 students for
2 different subject
matter camps)
(Note 13)
Materials for $0 $6,850 Lump Sum Before offering Third party vendor
optional camps
LEGO/engineering
subject matter
camps (Note 14)
Insurance (Note 15) | $150 $250 As Arranged As Arranged Insurance
Company or
Broker
Miscellaneous $2,000 $4,500 As incurred As incurred Suppliers,
Opening Costs Insurance,
(Note 16) Utilities, etc.
Additional Funds $500 $2,500 As incurred As incurred Employees,
— 3 months (Note Suppliers,
17) Utilities
TOTALS (Note 17) | $2,65.00 $22,950.00
TOTALS (Note 18) | $20,100.00 $29,550.00
(excluding (excluding
rent costs) rent costs)
TOTAL $22,750.00 $52,500.00

Note 1. The initial fee is not refundable under any circumstances.
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Note 2. The Club Scientific Franchise Fee is $14,900 for a Club Scientific Teach franchise or
$19,900 for a Club Scientific Teach Plus franchise. You will pay the Club Scientific Franchise Fee
in full upon signing the Club Scientific Franchise Agreement. We may also allow you to expand
your Club Scientific Territory by paying us $0.40 per additional qualifying household. See Item 5
for a description of the Club Scientific Franchise Fee. If you expand your territory to 30,000
qualifying households or more, you then fall under the Club Scientific Teach Plus royalty
requirements.

Note 3. See Items 6 and 11 for a complete explanation of our training program, and training costs.
Our estimate includes lodging accommodation and dining expenses for two people. Your travel
expenses, if any, will depend upon the distance of travel, mode of transportation, and the time of
year in which your training occurs. The low range of $0 represents the cost to train new Certified
Instructors when you or your teachers have become Certified Trainers. To become a Certified
Trainer for your employees, you or your designee must send in a video of the teacher teaching a
full class while utilizing correct teaching methods and times.

Note 4. We expect that you will operate from your home office, but you may choose to operate
from a commercial location we approve under a lease. Typical locations are less visible, lower
cost office space. The typical space at a commercial location contains 200 to 1,000 square feet.
(See Items 11 and 12). Our franchise is portable. You are prepared to start conducting business
as soon as you leave training. Leaving training is when you are considered ready to open and
operate your business.

Note 5. If you purchase a Club Scientific Franchised Business or a Co- Branded Franchise, you
must purchase from us upon signing the Club Scientific Franchise Agreement, an initial inventory
of lab materials needed to begin operating your Club Scientific Franchised Business. Club
Scientific Initial Science Materials Fee is estimated to be between $2,000 - $3,000. The materials
and supplies you will need for your startup will depend on what after school and or camp(s) you
chose to offer. Each lesson/program includes the material list. You can price out the options you
choose. Robotics, video game making and some of the engineering camps may have big one-
time purchases. However, since registration for any program is paid in advance, you will have
revenue to help offset some ofthe initial costs for the materials. Some classes/camps may charge
a materials fee in addition to the lesson cost. This is to cover larger products that the student may
take home. You will receive the inventory of initial lab materials at initial training.

Note 6. You must pay us or the Club Scientific Initial Marketing Materials Fee for initial marketing
materials needed to begin operating your Club Scientific Franchised Business. The Club Scientific
Initial Marketing Materials Fee is $800 and covers after school class materials. This price will go
up to $2,000 if you plan to offer day camps. The Club Scientific Initial Marketing Materials Fee is
payable in full upon signing the Club Scientific Franchise Agreement and we or our designated
vendor will send the marketing materials to you by mail or other means we designate based on
your order size.

Note 7. Prior to commencing operations of your Club Scientific Franchised Business, you must
pay us the $750 Club Scientific Initial Website Fee to cover the cost for a custom website for your
Club Scientific Franchise. This website will be designed, constructed,
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hosted and maintained by our webmaster. You may not create or maintain any other websites for
your Club Scientific Franchised Business. The range above also includes three months of the $45
Club Scientific Monthly Web Hosting Fee.

Note 8. You must also pay us $650 for setup of your online customer registration and class
management program (the “Club Scientific Initial Online Registration Setup Fee”) prior to opening
the Franchised Business. (excluding a rent of 1% of the Gross Revenues run through our On-line
vendor’s system each month. This is the rent for their registration system. Plus credit card
processing fees which are not included in this total listed above, but which you will pay) (also
excludes credit card processing fees which are also not included in Item 7 as this will vary each
month based on the revenue processed. You are responsible to pay these totals). Please See
Items 6 and 11 for more information.

Note 9. You must purchase or have access to a video camera and tripod and a digital camera. A
good photo quality image on a cell phone for video and a camera are acceptable. The low range
of $0 assumes you already own or have access to a video camera, or a cell phone with good
video and pictures can also be taken.

Note 11. You must purchase enough 12 used laptop computers/tablets, or other devices as we
may specify, which will be used in connection with the Club Scientific Programs, the costs of which
range from $50 to $150 per tablet/computer. Please see Iltem 11 for more information regarding
the computer requirements.

Note 12. You must purchase from various third-party supplier’s software used in the Programs,
including certain software programs we designate. Please see Item 11 for more information.

Note 13. You must purchase summer camp materials from a third-party vendor. The amounts
reflected above represent the estimated cost of purchasing materials for 10 students for 2 different
subject matter Camps.

Note 14. In the event you wish to offer optional Materials for optional LEGO/engineering subject
matter camps, you will be required to purchase additional equipment, materials, and kits. The low
range represents your costs if you do not offer the optional LEGO/engineering subject matter
camps and the high range represents the costs for 20 students.

Note 15: The amount specified in the chart represents our estimate of your first three months of
insurance premiums.

Note 16: Includes other deposits, utility costs, equipment, telephone and communications costs,
licenses, and legal fees.
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Note 17: This amount is an estimate of additional funds needed (working capital) for the initial
phase of your business (first three months) for additional expenses, including payroll, suppliers
and utilities. The estimated amount is based on figures from our franchises, industry averages,
and the current costs of operations. In addition, the estimates presented relate only to costs
associated with the franchised business and do not cover any owners’ salary or draw, any
personal, "living," unrelated business or other expenses you may have, such as royalty payments,
debt service on any loans, state sales, and/or use taxes on goods and services, and a variety of
other amounts not described above. These figures do not include a training fee or travel and living
expenses for a third or additional attendee at initial training.

Note 18: This estimates the initial investment to begin operations before opening. These figures
are estimates only and are based upon KidzArt and its officers’ 20 years of franchise experience.

Note 19: Each of the fees payable to us are non-refundable, including those paid to third parties.

You should review these figures carefully with a business advisor before deciding to purchase the
franchise. None of these payments are refundable.

KidzArt does not provide financing arrangements for you. If you obtain financing from others to
pay for some of the expenditures necessary to establish and operate the franchise, the cost of
financing will depend on your creditworthiness, collateral, lending policies, financial condition of
the lender, and regulatory environment.

YOUR ESTIMATED INITIAL INVESTMENT- CO-BRANDED FRANCHISE

Type of Amount Method of When due To whom payment
Expenditure payment is to be made
(Note 1) Low High
Co-Branded Initial $25,000 $35,000 Lump sum Upon signing the KidzArt
Franchise Fee KidzArt
(Note 2) Franchise
Agreement, Club
Scientific
Franchise
Agreement and the
Co-Branded
Franchise
Addendum.
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Type of Amount Method of When due To whom
Expenditure payment payment is to be
(Note 1) Low High made

Initial Training $1,000 $2,500 Lump sum One week prior to Airlines, Hotels,
(Note 3) training Restaurants, etc.
Certified $0 $700 ($350 As incurred As incurred KidzArt or a
Instructor Training per person) Certified Trainer
(excluding KidzArt franchisee
expenses) (Note
3)
Rent or Real (Note 4) (Note 4)
Estate and
Improvements
Initial Art Inventory | $2,000 $2,000 Lump sum Upon signing the | KidzArt
Fee KidzArt
(Note 5) Franchise

Agreement, Club

Scientific

Franchise

Agreement and the

Co-Branded

Franchise

Addendum
Initial Science $2,000 $3,000 Lump sum Upon signing the KidzArt
Inventory KidzArt
(Note 6) Franchise

Agreement, Club

Scientific

Franchise

Agreement and the

Co-Branded

Franchise

Addendum
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Type of Amount Method of When due To whom
Expenditure payment payment is to be
(Note 1) Low High made
KidzArt Initial $750 $750 Lump sum Upon signing the KidzArt
Website Fee and KidzArt
KidzArt Web Franchise
Hosting Fee Agreement, Club
(Note 9) Scientific
Franchise
Agreement and
the Co-Branded
Franchise
Addendum
Club Scientific $750 $750 Lump sum Upon signing the KidzArt
Initial Website KidzArt
Fee and Club Franchise
Scientific Web Agreement, Club
Hosting Fee Scientific
(3 months) (Note Franchise
10) Agreement and
the Co-Branded
Franchise
Addendum
Initial KidzArt $ 650 $650 Lump sum Upon signing the KidzArt
Registration KidzArt
Setup Fee (Note Franchise
11) Agreement, Club
Scientific
Franchise
Agreement and
the Co-Branded
Franchise
Addendum
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Type of Amount Method of When due To whom
Expenditure payment payment is to be
(Note 1) Low High made
Initial Club $650 $650 Lump sum Upon signing the KidzArt
Scientific KidzArt
Registration Franchise
Setup Fee (Note Agreement, Club
12) Scientific
Franchise
Agreement and
the Co-Branded
Franchise
Addendum
Video camera $0 $600 Lump Sum As incurred Supplier
(Note 13)
Laptop $0 $1,800 Lump Sum Before Opening Third party vendors
Computers/tablets classes using
(12) laptops/tablets
(Note 14)
Club Scientific $0 $2,750 Lump Sum Before Opening Third Party
Software classes using Vendors
Packages (Note laptops/tablets
15)
Summer Camp $0 $3,000 Lump Sum Before offering Third party vendor
Materials camps
((per 20 students for
2 different subject
matter camps)
(Note 16)
Materials for $0 $6,850 Lump Sum Before offering Third party vendor
optional camps
LEGO/engineering
subject matter
camps (Note 17)
Insurance (Note 18) | $150 $250 As Arranged As Arranged Insurance Company
or Broker
Miscellaneous $2,000 $4,500 As incurred As incurred Suppliers,
Opening Costs Insurance,
(Note 20) Utilities, etc.
Additional Funds $500 $2,500 As incurred As incurred Employees,
— 3 months (Note Suppliers,
21) Utilities
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Type of Amount Method of When due To whom
Expenditure payment payment is to be
(Note 1) Low High made
TOTALS (Note 21) | $ 2,650.00 $22,950.00
TOTALS (Note 22) | $32,800.00 $45,300.00
(excluding (excluding

rent costs)

rent costs)

TOTAL

$35,450.00

$68,250.00

Note 1. The initial fee is not refundable under any circumstances.

Note 2. The initial franchise fee to open a Co-Branded Teach Franchise is $25,000 and a Co-
Branded Teach Plus Franchise is $35,000 and is payable to KidzArt in full upon signing the Club
Scientific Franchise Agreement and KidzArt Franchise Agreement and Co-Branding Franchise
Addendum. We may also allow you to expand y our Co-Branded Franchise’s Territory by paying
us $0.80 per additional qualifying household. See Item 5 for a description of the Co- Branded
Franchise Fee.

Note 3. See Items 6 and 11 for a complete explanation of our training program and training costs.
Our estimate includes lodging accommodation and dining expenses for two people. Your travel
expenses, if any, will depend upon the distance of travel, mode of transportation, and the time of
year in which your training occurs. Your travel expenses, if any, will depend upon the distance of
travel, mode of transportation, and the time of year in which your training occurs. The low range
of $0 represents the cost to train new Certified Instructors when you or your teachers have
become Certified Trainers. To become a Certified Trainer for your employees, you or your
designee must send in a video of the teacher teaching a full class while utilizing correct teaching
methods and times.

Note 4. We expect that you will operate from your home office, but you may choose to operate
from a commercial location we approve under a lease. Typical locations are less visible, lower
cost office space. The typical space at a commercial location contains 200 to 1,000 square feet.
(See Items 11 and 12). Our franchise is portable. You are prepared to start conducting business
as soon as you leave training. Leaving training is when you are considered ready to open and
operate your business.

Note 5. If you purchase a Co-Branded Franchise, you must pay us a fee of $2,000 upon signing
the KidzArt Franchise Agreement for an initial inventory of art supplies needed to begin operating
your KidzArt Franchised Business. You will receive the initial inventory at initial training; you can
also request to have this initial inventory mailed to you.
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Note 6. If you purchase a Club Scientific Franchised Business or a Co-Branded Franchise, you
must purchase from us, upon signing the Club Scientific Franchise Agreement, an initial inventory
of lab materials needed to begin operating your Club Scientific Franchised Business. You will
receive the inventory of initial lab materials at initial training.

Note 7. You must pay us the $800 KidzArt Initial Marketing Materials Fee for initial marketing
materials needed to begin operating your KidzArt Franchised Business. The KidzArt Initial
Marketing Materials Fee is payable in full upon signing the KidzArt Franchise Agreement and we
will send the marketing materials to you by mail or other means we designate.

Note 8. You must pay the Club Scientific Initial Marketing Materials Fee for initial marketing
materials needed to begin operating your Club Scientific Franchised Business. The Club Scientific
Initial Marketing Materials Fee is $800 if you do not offer day camps and $2,000 if you plan to offer
day camps. The Club Scientific Initial Marketing Materials Fee is payable in full upon signing the
Club Scientific Franchise Agreement and we will send the marketing materials to you by mail or
other means we designate.

Note 9. Prior to commencing operations of your KidzArt Franchised Business, you must pay the
$750 KidzArt Initial Website Fee to cover the cost for a custom website for your KidzArt Franchise.
This website will be designed, constructed, hosted and maintained by our KidzArt webmaster. You
may not create or maintain any other websites for your KidzArt Franchise. The range above also
includes three months of the $45 KidzArt Monthly Web Hosting Fee.

Note 10. Prior to commencing operations of your Club Scientific Franchised Business, you must
pay us the $750 Club Scientific Initial Website Fee to cover the cost for a custom website for your
Club Scientific Franchise. This website will be designed, constructed, hosted and maintained by
our webmaster. You may not create or maintain any other websites for your Club Scientific
Franchised Business. The range above also includes three months of the $45 Club Scientific
Monthly Web Hosting Fee.

Note 11. You must also pay us the $650 KidzArt Online Registration Setup Fee prior to opening
the Franchised Business. -. Please See Items 6 and 11 for more information.

Note 12. You must also pay us the $650 for Club Scientific Initial Online Registration Setup Fee
prior to opening the Franchised Business. Please See Items 6 and 11 for more information.

Note 13. You must purchase or have access to a video camera and tripod and a digital camera.
The low range of $0 assumes you already own or have access to a video camera. A good photo
quality image on a cell phone for video and a camera are acceptable.

Note 14. You must purchase 12 used laptop computers/tablets, which will be used in connection

with the Club Scientific Programs, the costs of which range from $50 to $150 per computer. Please
see Item 11 for more information regarding the computerrequirements.
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Note 15. You must purchase from various third-party suppliers’ software used in the Programs,
including certain software programs we designate. Please see Item 11 for more information.

Note 16. You must purchase summer camp materials from a third-party vendor. The amounts
reflected above represent the estimated cost of purchasing materials and kits for 20 students for 2
different subject matter Camps.

Note 17. In the event you wish to offer optional Materials for optional LEGO/engineering subject
matter camps, you will be required to purchase additional equipment, materials, and kits. The low
range represents your costs if you do not offer the option for optional LEGO/engineering subject
matter camps and the high range represents the costs for 20students.

Note 18. The amount specified in the chart represents our estimate of your first three months of
insurance premiums.

Note 20. Includes other deposits, utility costs, equipment (including video camera and tripod),
telephone and communications costs, licenses, and legal fees.

Note 21. This amount is an estimate of additional funds needed (working capital) for the initial
phase of your business (first three months) for additional expenses, including payroll, suppliers,
and utilities. The estimated amount is based on figures from our franchises, industry averages,
and the current costs of operations. In addition, the estimates presented relate only to costs
associated with the franchised business and do not cover any owners’ salary or draw, any
personal, "living," unrelated business or other expenses you may have, such as royalty payments,
debt service on any loans, state sales, and/or use taxes on goods and services, and a variety of
other amounts not described above. These figures do not include a training fee or travel and living
expenses for a third or additional attendee at initial training.

Note 22. This estimates the initial investment to begin operations before opening. These figures
are estimates only and are based upon KidzArt and its officers’ 20 years of franchise experience.

Note 23: Each of the fees payable to us are non-refundable, including those paid to third parties.

You should review these figures carefully with a business advisor before deciding to purchase the
franchise. None of these payments are refundable.

KidzArt does not provide financing arrangements for you. If you obtain financing from others to
pay for some of the expenditures necessary to establish and operate the franchise, the cost of
financing will depend on your creditworthiness, collateral, lending policies, financial condition of
the lender, and regulatory environment.

ITEM 8
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES
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We reserve the right to require that any equipment, products, services and/or supplies used in
connection with the operation of the franchised business be purchased exclusively from us or our
affiliates or suppliers or distributors we designate. You must only use the KidzArt Franchised
Business, the Club Scientific Franchised Business or the Co-Branded Franchise art and/or
science curricula we provide. We will provide the art and/or science curricula at no cost to you.
We are the only approved supplier of art and science curricula.

You must purchase from us or our designated vendor the initial inventory of art materials, science
lab materials and marketing materials you will need to begin operating your KidzArt Franchised
Business, Club Scientific Franchised Business or Co-Branded Franchise. We also require that
you use an online customer registration and class management service provided by us or a vendor
we have authorized. See Item 6 for the Technology Fees related to this service.

You currently must purchase from us certain supplies or products that apply to various KidzArt
curricula or lesson plans. To do this, you must apply for and keep current a resale license in the
state where the Office is located. Except as provided above, KidzArt is not an approved or
designated supplier of any item that you must buy.

We may offer bulk purchasing to receive the lowest possible price for products and services sold
by KidzArt and its franchisees. We may derive revenue from the supplies and products you
purchase from us as well as from suppliers that sell products to you. We will use this revenue to
offset our operating expenses.

In the fiscal year ending December 31, 2024, KidzArt's revenue from franchisee purchases and
leases totaled $0, which represents approximately 0% of KidzArt’s total revenues of

$381,689. None of our affiliates received revenues from required franchisees’ purchases or leases
during the fiscal year ended December 31, 2024.

To maintain quality and uniformity throughout the KidzArt and Club Scientific systems, we may
require that the goods, services, supplies, fixtures, equipment, inventory, insurance, computer
hardware and software, and the premises you use to operate your business meet certain
standards or specifications. The Manuals and our websites provide you with the standards or
specifications to which you must adhere, and the names and addresses of designated and
recommended vendors, who may or may not be affiliated with us, with whom you must or may do
business. We have the right to change our standards and specifications in our discretion, and you
may incur additional costs in complying with this change, for which you are solely responsible. We
may require you to purchase certain signs, furnishings, supplies, fixtures, computer hardware and
software, and other equipment, inventory, services, and other products and services from us or
from approved or designated third party supplies as we may specify from time to time. We may
require you to obtain art products from a designated source, and we may require you to purchase
the Computer System and software (defined in Item 11) from a designated source, although we
do not impose these requirements now.

Other than as described above, you currently may purchase from any vendor of your choosing as

long as you follow our standards and specifications and obtain our approval. We will give you our

decision within 30 days in writing, either via e-mail or another form of written correspondence. We
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may base our approval of any proposed item or supplier on considerations relating not only directly
to the item or supplier itself (such as the quality and safety of products, standards of service, the
supplier’s reputation in the marketplace, and the supplier’s pricing), but also other factors such as
the uniformity, efficiency and quality of operation we deem necessary or desirable in our system as
a whole, the confidentiality of our standards and specifications, and our ability to earn revenue
from your purchase of goods and services. Our criteria for approval of a particular supplier or
product will be made available upon written request. We may revoke our approval of particular
products or suppliers when we determine, in our sole discretion, that such products or suppliers
no longer meet our standards. Upon receipt of the written notice of such revocation, you must
cease purchasing products from such suppliers. If we incur any costs in connection with testing a
particular product or evaluating an unapproved supplier at your request, you must reimburse us
for our actual testing costs, regardless of whether we subsequently approve the item or supplier.
KidzArt sells you an initial inventory of art supplies, science materials and marketing materials.
(See Item 5) During the franchise term, we may require you, on a going- forward basis, to obtain
products and services that previously could be obtained from any approved or other available
supplier only from sources we designate (including and/or limited to us and/or our affiliates).

You must purchase insurance coverage for your franchised business according to our
specifications. You will obtain and maintain, at your own expense, such insurance as is described
in the Manuals and such other insurance as may be required by law throughout the term of your
Franchise Agreement. Currently, our minimum insurance requirements include the following: (i) a
property deductible of $250; (ii) comprehensive general liability insurance, containing minimum
liability protection of one million dollars ($1,000,000) combined single limit per occurrence, and
two million dollars ($2,000,000) in the aggregate; (iii) professional liability insurance, containing
minimum liability protection of one million dollars ($1,000,000) combined single limit per
occurrence, and two million dollars ($2,000,000) in the aggregate; (iv) products liability insurance
of two million dollars ($2,000,000); (v) fire damage legal liability insurance of one hundred
thousand dollars ($100,000); (vi) medial payments insurance of ten thousand dollars ($10,000);

(vii) hired and non-owned auto liability insurance of one million dollars ($1,000,000) and (viii) any
other insurance that we may specify in the Manuals or otherwise in writing from time to time. You
shall add us and any other parties we may designate to all insurance policies as additional
insureds under the insurance policies, the cost of which, if applicable, will be paid by you. All
insurance policies shall be issued by insurance companies with a rating of A-VI or better as
reported in the most recent edition of A.M. Best’s Insurance Reports. Our acceptance of an
insurance carrier does not constitute our representation or guarantee that the insurance carrier
will be capable of meeting claims during the term of the insurance policy. All insurance policies
will contain a waiver of subrogation in favor of us and any other party we designate. The insurance
must be primary coverage without the right of contribution from any other insurance coverage we
maintain. You must provide us with copies of any insurance claims or insurance cancellations
within 24 hours. You have a 24-hour opportunity to cure any lapses in insurance coverage. The
policy will provide that it may not be modified or canceled unless we are given at least 30 days’
prior written notice by the insurance carrier. You will provide us with a certificate of such insurance
issued by your insurance carrier before or on the date you commence operation of the Franchised
Business and subsequently, before the renewal of such policy. We may, from time to time and in
our sole discretion, increase or otherwise modify the minimum insurance requirements upon 30
days’ prior written notice to you, and you shall comply with any such modification within the time
specified in said notice. If you fail to obtain or maintain the required insurance in accordance with

this section, we have the right to your Franchise obtain such insurance and keep same in force
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and effect and you shall pay us, on demand, the premium cost thereof and administrative costs of
18% in connection with our obtaining the insurance.

KidzArt may negotiate purchase arrangements with suppliers or vendors to obtain price terms and
other benefits of a buying cooperative. KidzArt currently has no purchasing or distribution
cooperatives. We do not provide material benefits to you (for example, renewal or granting
additional franchises) for using designated or approved sources.

The purchases and leases described above are approximately 90% of your overall purchases and
leases in establishing a KidzArt Franchised Business or Club Scientific Franchised Business. The
purchases and leases described above are approximately 90% of your overall purchases and
leases in operating a KidzArt Franchised Business or Club Scientific Franchised Business. Our
officers own an interest in KidzArt Products, LLC. None of our officers owns an interest in any
other supplier and no other persons affiliated with us are currently approved suppliers. No affiliate
receives any revenue from required purchases or leases by franchisees.

Prior to the initial training, you must sign a form allowing the Franchisor to conduct both a credit
and criminal background check. The Franchisor will cover all costs related to both the credit and
criminal background check for you the Franchisee. If a criminal record is found, the franchisee is
disqualified from owning a Franchised Business, which results in the voiding of the franchise
agreement, ending of training, and return of the Initial Franchise Fee and any other fees paid by
such franchisee to Franchisor. The type of background check that is required depends on the type
required by the school that will host the programs offered by your Franchised Business. At a
minimum, Franchisor requires that an all-state criminal review is run for Franchisee and each
teacher-employee hired by Franchisee, if any. The cost of such a background check is
approximately $25.00 but may change without notice across the country or in various areas. The
Franchisee will cover the cost of any background checks run for each teacher-employee hired by
Franchisee, if any. Further, Franchisee and any teacher-employees, if any, must also be
fingerprinted. Such fingerprinting is usually done by third-party vendors or the school that will host
Franchisee’s programs. Often the school will cover the cost of fingerprinting, but if not, Franchisee
will be required to cover the costs, which is approximately $50.00, but may change without notice
across the country or in various areas. We have no control over pricing for these services.
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FRANCHISEE'S OBLIGATIONS

ITEM 9

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

other items of this disclosure document.

Section in Section in Club Section in Co-
o KidzArt Scientific Branding Disclosure
Obligation Franchise Franchise Franchise Document ltem
Agreement Agreement Addendum
Section 1.2(a) Section 1.2(a) Section 2 Items 11 and 12

a. Site selection and
acquisition/lease

b. Pre-opening
purchases/leases

Sections 1.2 and
1.3

Sections 1.2 and
1.3

Not applicable.

ltems 7, 8 and 11

c. Site development Sections 1.2 and | Sections 1.2 and Section 2 Item 11

and other 1.3 1.3

preopening

requirements

d. Initial and ongoing Section 1.5 Section 1.5 Not Applicable. ltem 11
training

e. Opening Section 1.2 Section 1.2 Not Applicable. Item 11

f. Fees Section 2.1 Section 2.1 ltems 5 and 6

Sections 1,2 and
7

g. Compliance with
standards and
policies/operating
manual

Sections 1.4 and
1.6

Sections 1.4 and
1.6

Not applicable.

Iltems 8, 11 and 16

h. Trademarks and
proprietary information

Sections 3.1 and
3.2

Sections 3.1 and
3.2

Not applicable.

ltems 13 and 14
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Section in

Section in Club

Section in Co-

o KidzArt Scientific Branding Disclosure
Obligation Franchise Franchise Franchise Document ltem
Agreement Agreement Addendum
i Restrictions on Section 1.1(d) Section 1.1(d) Not applicable. ltem 16
products/services
offered
j. Warranty and Section 1.6(b) Section 1.6(b) Not applicable. ltem 11
customer service
requirements
Sections 1.1(b) Sections 1.1(b) and | Section 2 Item 12
k. Territorial and 1.7(a) 1.7(a)
development and
sales quotas
|. Ongoing Section 1.3 Section 1.3 Not applicable. Item 8
product/service
purchases
Section 1.2 Section 1.2 Not applicable. Item 11

m. Maintenance,
appearance and
remodeling
requirements

n. Insurance Section 1.3(j) Section 1.3(j) Not applicable. Items 7 and 8
0. Advertising Section 1.7 Section 1.7 Section 1 ltems 7 and 11
p. Indemnification Section 6.2 Section 6.2 Not applicable ltem 13

Section 1.5 Section 1.5 Section 5 Items 11 and 15

g. Owner's
participation /
management /
staffing

r. Records and Sections 2.1 and | Sections 2.1 and Not applicable. Item 11
reports 2.2 2.2
Section 2.2 Section 2.2 Not applicable. Item 11

s. Inspections and
audits
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Section in Section in Club Section in Co-
o KidzArt Scientific Branding Disclosure
Obligation Franchise Franchise Franchise Document ltem
Agreement Agreement Addendum
t. Transfer Sections 4.1 and | Sections 4.1 and Not applicable. ltem 17
4.2 4.2
u. Renewal Section 5.1(b) Section 5.1(b) Not applicable. Item 17
v. Post-termination Section 5.3 Section 5.3 Not applicable. Item 17
obligations
w. Non-competition Section 3.3 Section 3.3 Sections 9 ltems 16 and 17
covenants
x. Dispute resolution | Article VII Article VII Not applicable. Item 17
Section 1.1(g) Section 1.1(g) Not applicable. Item 15

y. Other: Personal
Guaranty

ITEM 10
FINANCING

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

other obligation.

ITEM 11

FRANCHISOR'S ASSISTANCE, ADVERTISING, COMPUTER SYSTEMS AND TRAINING

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

A. The KidzArt Franchised Business

Before Opening

Before you open your KidzArt Franchised Business or Co-Branded Franchise, we will provide
the following assistance with respect to the following:

We will provide you an initial inventory of art supplies upon payment of the Initial Art
Inventory Fee and initial marketing materials upon payment of the KidzArt Initial Marketing
Materials Fee. (KidzArt Franchise Agreement — Section 1.3(a))

We will provide you with guidelines and criteria for Program Facilities, such as public and
private schools, recreation centers, churches and other religious affiliated institutions and
community centers, YMCAs and similar organizations (the “Program Facilities”) from which
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Programs will be offered. (KidzArt Franchise Agreement - Section 1.2(a).) Programs may not be
conducted at your Site if the Site is located at your home office. (KidzArt Franchise Agreement -
Section 1.3(a))

We will loan to you and give you online access to our confidential manuals, which contain
mandatory and suggested specifications, standards, and procedures. (Franchise Agreement -
Section 1.4(a).) The KidzArt Manuals currently contain approximately 527 pages. The tables of
content of the current manuals are attached to this disclosure document as Exhibit E.

We provide an initial training program for you (or your managing owner if you are a legal
entity) and a second person, as explained below in this Item 11. The minimum required training
is certification in the operation of a KidzArt Business. We also provide training of additional and
replacement managers and employees who have not completed the initial training, at your
expense. If you want to become a Certified Trainer so you can train your own staff, you must
submit a yearly video of you teaching a class. The annual review cost is $100 per trainer reviewed.
(KidzArt Franchise Agreement — Section 1.5(b) and 1.5(f))

We provide a custom website for your KidzArt Franchised Business. The Initial KidzArt
Website Fee is used to cover our costs in employing a webmaster who designs, constructs,

hosts and maintains such websites. We will provide you with a website that includes some
customizable pages that you agree to populate and maintain with current, relevant, and approved
information. Any and all information, images, or other content you enter are subject to our
approval. (KidzArt Franchise Agreement — Section 1.8(b). See Item 7.) You may not establish a
separate Internet site or page without our prior written consent. We will provide mandatory policies
regarding your use of social media.

We provide such other assistance with respect to pre-opening and opening activities as
we deem necessary or desirable. We try to work with you the first week following training to make
sure you are acquainted with and can demonstrate that you can access our material storage,
emails, website, etc. (KidzArt Franchise Agreement — Section 1.5(e) and (g))

During Operation

During the operation of your KidzArt Franchised Business or Co-Branded Franchise, we will do
the following:

We will research and possibly develop new services and methods and provide you with
information about these developments. (KidzArt Franchise Agreement — Section 1.4(b).)

We may establish websites to advertise, market, and promote KidzArt, the Programs
and other services and products they offer and sell, and the KidzArt franchise opportunity. We
may use contributions to the KidzArt Advertising Fund to develop and implement website
optimization programs, including obtaining paid listings, inserting meta tags into its website(s),
and engaging search engine optimization programs. We may discontinue operation of any

such website at any time.
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We will provide to you an information base in the form of the KidzArt portal or another
method. (KidzArt Franchise Agreement — Section 1.8(e).)

We will not provide any assistance in establishing prices at which the franchisee
must sell its products and services. You are responsible for keeping up to date on
competitors’ pricing in sales and service and charging revising pricing and specials.

We will provide support and guidance from time to time, either in person, by telephone, by
e-mail, video, webinar or in writing, regarding the operation of the franchised business. At your
request, and if we agree, we will furnish additional on-site guidance and assistance and, in such
case, we may require you to pay our then-current fees and expenses. (KidzArt Franchise
Agreement — Section 1.5(g).)

We may hold annual conferences to discuss on-going changes in the industry, operational
techniques, product and service developments, personnel training, bookkeeping, accounting,
performance standards, advertising programs, and new service procedures. (KidzArt Franchise
Agreement — Section 1.5(g).) You must attend the annual conferences and pay our annual
conference fee. The conference fee will depend on the direct costs to KidzArt of retaining speakers
and other direct expenses associated with the conference. (See ltem 6.) You must pay all your
travel and living expenses. These conferences will be held at our then- current corporate
headquarters or another location we choose.

We will review all advertising materials you submit to us for your use in local advertising.
(KidzArt Franchise agreement, Section 1.7.)

If you refer a prospective franchisee to us who ultimately purchases a KidzArt franchise,
we reserve the right to pay you up to $2,000, although we may stop this practice or change the
amount of the payment at any time.

We provide such other assistance and support as we may deem necessary or desirable
to assist you in connection with the operation of a KidzArt Franchised Business.
(KidzArt Franchise Agreement — Section 1.5(e) and (g))

B. The Club Scientific Franchised Business
Before Opening

Before you open your Club Scientific Franchised Business or Co-Branded Franchise, we
will provide the following assistance:

We will provide you with an initial inventory of lab materials upon payment of the Initial Science
Inventory Fee and initial marketing materials upon payment of the Club Scientific Initial Marketing
Materials Fee. (Club Scientific Franchise Agreement - Section 1.3(a))

We will provide you with guidelines and criteria for Program Facilities, such as public and

private schools, recreation centers, churches and other religious affiliated institutions and
community centers, YMCAs, and similar organizations (the “Program Facilities”) from which

Programs will be offered. (Club Scientific Franchise Agreement - Section 1.2(a).) Programs may
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not be conducted at your Site if the Site is located at your home office.

We will loan to you and give you online access to our confidential Club Scientific manuals, which
contain mandatory and suggested specifications, standards and procedures. (Club Scientific
Franchise Agreement - Section 1.4(a).) The Club Scientific Manuals currently contain
approximately 341 pages. The tables of content of the current manuals  are attached to this
disclosure document as Exhibit E.

We provide an initial training program for you (or your managing owner if you are a legal entity)
and a second person, as explained below in this Item 11. We also provide training of additional
and replacement managers and employees who have not completed the initial training, at your
expense. (Club Scientific Franchise Agreement — Section 1.5(b) and 1.5(f))

We provide a custom website for your Club Scientific Franchised Business. Our webmaster will
design, construct, host and maintain such websites at your expense. (Club Scientific Franchise
Agreement — Section 1.8(b). See Item 7.) You may not establish a separate Internet site or page
without our prior written consent. We will provide mandatory policies regarding your use of social
media.

We provide such other assistance with respect to pre-opening and opening activities as we deem
necessary or desirable just before and including the first week of operation of your Club Scientific
Franchised Business. (Club Scientific Franchise Agreement — Section 1.5(e) and (g))

During Operation

During the operation of your Club Scientific Franchised Business, we will do the following:

We will research and possibly develop new services and methods and provide you with
information about these developments. (Club Scientific Franchise Agreement — Section 1.4(b).)

We may establish websites to advertise, market, and promote Club Scientific, the services and
products they offer and sell, and the Club Scientific franchise opportunity. We may use
contributions to the Club Scientific Advertising Fund to develop and implement website
optimization programs, including obtaining paid listings, inserting meta tags into its website(s),
and engaging search engine optimization programs. We may discontinue operation of any such
website at any time. (Club Scientific Franchise Agreement — Sections 1.7(f) and 1.8(a))

We will provide you an information base in the form of the Club Scientific portal or another method.
(Club Scientific Franchise Agreement — Section 1.8(e).)

We will provide support and guidance from time to time, either in person, by telephone, by e- mail,
video, webinar or in writing, regarding the operation of the franchised business. At your request,
and if we agree, we will furnish additional on-site guidance and assistance and, in such case, we
may require you to pay our then-current fees and expenses. (Club Scientific Franchise Agreement
— Section 1.5(g).)

We may hold annual conferences to discuss on-going changes in the industry, operational
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techniques, product and service developments, personnel training, bookkeeping, accounting,
performance standards, advertising programs, and new service procedures. (Club Scientific
Franchise Agreement — Section 1.5(g).) You must attend the annual conferences and pay our
annual conference fee. The conference fee will depend on the direct costs to KidzArt of retaining
speakers and other direct expenses associated with the conference. (See Iltem 6.) You must pay
for all your travel and living expenses. These conferences will be held at our then- current
corporate headquarters or another location we choose.

We will review all advertising materials you submit to us for your use in local advertising. (Club
Scientific Franchise Agreement, Section 1.7.)

If you refer a prospective franchisee to us who ultimately purchases a Club Scientific franchise,
we reserve the right to pay you up to $2,000, although we may stop this practice or change the
amount of the payment at any time.

We provide such other assistance and support as we may deem necessary or desirable to assist
you in connection with the operation of a Club Scientific Franchised Business. (Club Scientific
Franchise Agreement — Section 1.5(e) and (g))

We will not provide any assistance in establishing prices at which the franchisee must sell its
products and services. You are responsible for keeping up to date on competitors’ pricing in sales
and service and charging and revising pricing and specials.
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Advertising
The KidzArt Advertising Fund

We have established and will administer a formal KidzArt Advertising Fund (the “KidzArt Fund”)
for advertising, marketing, and public relations programs and materials we deem appropriate. We
began operating the KidzArt Fund in March 2005. You must contribute to the KidzArt Fund the
greater of (i) 1% of the gross revenues of your KidzArt Franchised Business; or

(i) $25 per month. (KidzArt Franchise Agreement — Section 2.1(e).) KidzArt businesses operated
by us, or our affiliates are not required to contribute to the KidzArt Fund.

We direct all programs that the KidzArt Fund finances, with sole control over the creative concepts,
materials, and endorsements used and their geographic, market, and media placement and
allocation. The KidzArt Fund may pay for preparing and producing video, audio, and written
materials and electronic media; developing, implementing, and maintaining an electronic
commerce website and/or related strategies (like a franchise system intranet or extranet);
obtaining and maintaining toll-free numbers for the KidzArt system; administering regional and
multi-regional marketing and advertising programs, including purchasing trade journal, direct mail,
and other media advertising; using advertising, promotion, and marketing agencies and other
advisors to provide assistance; and supporting public relations, market research, and other
advertising, promotion, and marketing activities. The KidzArt Fund may advertise locally,
regionally, or nationally in printed materials, on radio or television, or on the Internet, whatever we
think is best. We or a local or regional advertising agency produce all advertising and marketing.
The KidzArt Fund periodically will give you samples of advertising, marketing, and promotional
formats and materials at no cost. You may obtain multiple copies from our specified vendor, often
at bulk rates. Only after we have proofed and, approved your content, and brand awareness in
writing are you permitted to print the logos and/or purchase copies from your local merchant.

While we do not anticipate that any part of the KidzArt Fund contributions will be used for
advertising which is principally a solicitation for KidzArt franchisees, we reserve the right to use
the Advertising Fund for public relations or recognition of the “KidzArt” brand, for the creation and
maintenance of a web site, a portion of which can be used to explain the franchise offering and
solicit potential franchisees, and to include a notation in any advertisement indicating "Franchises
Available." We may periodically assist franchises to maintain high quality standards through
customer surveys, customer interviews, and other similar initiatives (“Surveys’). The cost of such
programs will be borne by the KidzArt Fund. The cost of these programs may be charged directly
to you if your results from a Survey fall below our established minimum standards for such
Surveys.

We may choose, at our discretion, to advance or loan money to the Advertising Fund on the terms
and conditions we deem appropriate. In the event that we advance monies to the Advertising
Fund, we will determine, in our sole discretion, the manner and timing for the repayment to us, of
some, or all, of the funds we advance.
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We will account for the KidzArt Fund separately from other funds that we administer and will not
use the KidzArt Fund for our general operating expenses. However, we may use the KidzArt Fund
to pay the reasonable salaries and benefits of personnel who manage and administer the KidzArt
Fund, the KidzArt Fund’s other administrative costs, travel expenses of personnel while they are
on KidzArt Fund business, meeting costs, overhead and other expenses that we incur in activities
reasonably related to administering or directing the KidzArt Fund and its programs, including
conducting market research; public relations; preparing advertising, promotion, and marketing
materials; and collecting and accounting for KidzArt Fund contributions. During the 2024 calendar
year, KidzArt Fund spending was as follows: 7% on production of ads/ promotional materials,
00% on marketing 52% on web maintenance and 41% on administrative expenses. The
advertising funds were not exhausted within the fiscal year they were occurred.

The KidzArt Fund is not our asset, and it is not a trust. We have a contractual obligation to hold
all KidzArt Fund contributions for the benefit of the contributors and to use contributions only for
their permitted purposes, as described above. We have no fiduciary obligation to you for
administering the KidzArt Fund. The KidzArt Fund may spend in any fiscal year more or less than
the total KidzArt Fund contributions collected in that year. It may borrow from us or others (paying
reasonable interest) to cover deficits or invest any surplus for future use. We will use interest
earned on KidzArt Fund contributions to pay costs before spending the KidzArt Fund’s other
assets. We will prepare an annual, unaudited statement of KidzArt Fund collections and expenses
and give it to you upon written request. The KidzArt Fund is not required to be independently
audited by an independent certified public accountant. We may incorporate the KidzArt Fund or
operate it through a separate entity when we think it is best. The successor entity will have all of
the rights and duties described here.

The KidzArt Fund is used to maximize recognition of the trademarks and to promote KidzArt
businesses. Although we will try to use the KidzArt Fund to develop advertising and marketing
materials and programs and to place advertising and marketing that will benefit all KidzArt
businesses, we need not ensure that KidzArt Fund expenditures in or affecting any geographic
area are proportionate or equivalent to KidzArt Fund contributions by KidzArt businesses
operating in that geographic area or that any KidzArt business benefits directly or in proportion to
its KidzArt Fund contribution from the development of advertising and marketing materials or the
placement of advertising. We may use collection agents and institute legal proceedings to collect
KidzArt Fund contributions at the KidzArt Fund’s expense. We also may forgive, waive, settle, and
compromise all claims by or against the KidzArt Fund. We assume no other direct or indirect
liability or obligation to you for collecting amounts due to, maintaining, directing, or administering
the KidzArt Fund.

We may at any time defer or reduce a franchisee’s KidzArt Fund contributions and, upon 30
days’ prior written notice to you, reduce or suspend KidzArt Fund contributions and operations
for one or more periods of any length and terminate (and, if terminated, reinstate) the KidzArt
Fund. If we terminate the KidzArt Fund, it will distribute all unspent monies to franchisees in
proportion to their respective contributions during the preceding 12-month period. (KidzArt
Franchise Agreement — Section 1.7(k).)
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The Club Scientific Advertising Fund

We have established and will administer a formal Club Scientific Advertising Fund (the “Club
Scientific Fund”) for advertising, marketing, and public relations programs, and materials we deem
appropriate. You must contribute to the Club Scientific Fund the greater of (i) 1% of the gross
revenues of your Club Scientific Franchised Business; or (ii) $25 per month. (Club Scientific
Franchise Agreement — Section 2.1(e).) Club Scientific businesses operated by us, or our affiliates
are not required to contribute to the Club Scientific Fund. Franchisees operating under a different
form of franchise agreement might not be required to contribute to the Club Scientific Fund at all
or might contribute at different rates.

We direct all programs that the Club Scientific Fund finances, with sole control over the creative
concepts, materials, and endorsements used and their geographic, market, and media placement
and allocation. The Club Scientific Fund may pay for preparing and producing video, audio, and
written materials and electronic media; developing, implementing, and maintaining an electronic
commerce website and/or related strategies (like a franchise system intranet or extranet);
obtaining and maintaining toll-free numbers for the Club Scientific system; administering regional
and multi-regional marketing and advertising programs, including purchasing trade journal, direct
mail, and other media advertising; using advertising, promotion, and marketing agencies and
other advisors to provide assistance; and supporting public relations, market research, and other
advertising, promotion, and marketing activities. The Club Scientific Fund may advertise locally,
regionally, or nationally in printed materials, on radio or television, or on the Internet, whatever we
think is best. We or a local or regional advertising agency produce all advertising and marketing.
The Club Scientific Fund periodically will give you samples of advertising, marketing, and
promotional formats, and materials at no cost. You may obtain multiple copies from our specified
vendor, often at bulk rates. Only after we have proofed and approved your content, and brand
awareness in writing are you permitted to print the logos and/or purchase copies from your local
merchant.

While we do not anticipate that any part of the Club Scientific Fund contributions will be used for
advertising which is principally a solicitation for Club Scientific franchisees, we reserve the right
to use the Club Scientific Fund for public relations or recognition of the “Club Scientific” brand, for
the creation and maintenance of a web site, a portion of which can be used to explain the franchise
offering and solicit potential franchisees, and to include a notation in any advertisement indicating
"Franchises Available." We may periodically assist Club Scientific franchises to maintain high
quality standards through customer surveys, customer interviews, and other similar initiatives
(“Surveys’). The cost of such programs will be borne by the Club Scientific Fund. The cost of these
programs may be charged directly to you if your results from a Survey fall below our established
minimum standards for such Surveys.

We may choose, at our discretion, to advance or loan money to the Club Scientific Fund on the
terms and conditions we deem appropriate. In the event that we advance monies to the Club
Scientific Fund, we will determine, in our sole discretion, the manner and timing for the repayment
to us, of some, or all, of the funds we advance.
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We will account for the Club Scientific Fund separately from our other funds that we administer
and not use the Club Scientific Fund for our general operating expenses. However, we may use
the Club Scientific Fund to pay the reasonable salaries and benefits of personnel who manage
and administer the Club Scientific Fund, the Club Scientific Fund’s other administrative costs,
travel expenses of personnel while they are on Club Scientific Fund business, meeting costs,
overhead and other expenses that we incur in activities reasonably related to administering or
directing the Club Scientific Fund and its programs, including conducting market research; public
relations; preparing advertising, promotion, and marketing materials; and collecting and
accounting for Club Scientific Fund contributions. During the 2024 calendar year, Club Scientific
Fund spending was as follows: 16% on production of ads/promotional materials, 0% on marketing,
45% on web maintenance and 39% on administrative expenses. The advertising funds were not
exhausted within the fiscal year they were accrued.

The Club Scientific Fund is not our asset, and it is not a trust. We have a contractual obligation to
hold all Club Scientific Fund contributions for the benefit of the contributors and to use
contributions only for their permitted purposes, as described above. We have no fiduciary
obligation to you for administering the Club Scientific Fund. The Club Scientific Fund may spend
in any fiscal year more or less than the total Club Scientific Fund contributions collected in that
year. It may borrow from us or others (paying reasonable interest) to cover deficits or invest any
surplus for future use. We will use interest earned from Club Scientific Fund contributions to pay
costs before spending the Club Scientific Fund’'s other assets. We will prepare an annual,
unaudited statement of Club Scientific Fund collections and expenses and give it to you upon
written request. The Club Scientific Fund is not required to be independently audited by an
independent certified public accountant. We may incorporate the Club Scientific Fund or operate
it through a separate entity when we think it is best. The successor entity will have all of the rights
and duties described here.

The Club Scientific Fund is used to maximize recognition of the trademarks and to promote Club
Scientific businesses. Although we will try to use the Club Scientific Fund to develop advertising
and marketing materials and programs and to place advertising and marketing that will benefit all
Club Scientific businesses, we need not ensure that Club Scientific Fund expenditures in or
affecting any geographic area are proportionate or equivalent to Club Scientific Fund contributions
by Club Scientific businesses operating in that geographic area or that any Club Scientific
business benefits directly or in proportion to its contributions to the Club Scientific Fund from the
development of advertising and marketing materials or the placement of advertising. We may use
collection agents and ensuelegal proceedings to collect Club Scientific Fund contributions at the
Club Scientific Fund’s expense. We also may forgive, waive, settle, and compromise all claims by
or against the Club Scientific Fund. We assume no other direct or indirect liability or obligation to
you for collecting amounts due to maintaining, directing, or administering the Club Scientific Fund.

We may at any time defer or reduce a franchisee’s Club Scientific Fund contributions and, upon
30 days’ prior written notice to you, reduce or suspend Club Scientific Fund contributions and
operations for one or more periods of any length and terminate (and, if terminated, reinstate) the
Club Scientific Fund. If we terminate the Club Scientific Fund, it will distribute all unspent monies
to franchisees in proportion to their respective contributions during the preceding 12-month period.
(Club Scientific Franchise Agreement — Section 1.7(k).)
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Local Advertising

We may provide advertising and promotional materials and services to you that are prepared by
our advertising agency and used by us, our affiliates, and other franchisees. Materials provided
may include video and audiotapes, business card templates, press releases, social marketing,
and miscellaneous point-of-sale items. Some materials will be accessible to you via internet and
can be sent directly to our printer once customized. We could use both outside advertising and
marketing agencies and internal staff to create advertising. (KidzArt Franchise Agreement,
Section 1.7(b); Club Scientific Franchise Agreement, Section 1.7(b).)

You may develop advertising materials for your own use that are consistent with our branding at
your own cost. The advertising materials you use must prominently display the Marks and shall
comply with any standards for use of the Marks we establish as set forth in the Manuals or
otherwise in writing. KidzArt must approve the advertising materials in advance and in writing.
KidzArt will approve or disapprove your advertising material within ten business days from
receiving the receipt. If we have not notified you have our approval or disapproval within ten (10)
business days after your submission for approval, the materials will be considered approved. We
may withdraw our approval at any time. If we withdraw our approval, you will immediately cease
the use, distribution, and dissemination of such materials within the timeframe we prescribe and
at your sole cost and expense.

At the present time, advertising placement is done on a local basis, typically by the individual
franchisee and local advertising agencies it hires. However, we reserve the right to advertise
nationally and regionally.

Advertising Cooperatives and Councils

We will have the right, in our discretion, to designate any geographical area for purposes of
establishing a regional advertising and promotional cooperative (“Cooperative”), and to determine
whether a Cooperative is applicable to your KidzArt Franchised Business, Club Scientific
Franchised Business or Co-Branded Franchise. If a Cooperative is established applicable to your
KidzArt Franchised Business, Club Scientific Franchised Business or Co- Branded Franchise, you
must participate in the Cooperative.

Each Cooperative will be organized and governed in a form and manner and will commence
operation on a date approved in advance by us. Each Cooperative will be organized for the
exclusive purpose of administering regional advertising programs and developing, subject
to our approval, standardized advertising materials for use by the members in local
advertising. No promotional or advertising plans or materials may be used by a Cooperative
or furnished to its members without our prior approval. All such plans and materials must be
submitted to us in accordance with Section 1.7(b) of the KidzArt and Club Scientific
Franchise Agreements. Cooperative activities will be determined by a majority vote of the
member franchisees in the Cooperative. Company-owned outlets will have the same voting
power as franchisee-owned outlets.

If we establish a Cooperative in your area, you must submit to the Cooperative, no later than
the 10th of each month, for the preceding month, your respective contribution together with such
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other statements or reports as we may require or as may be required by the Cooperative
with our approval. We may grant you an exemption from participating in a Cooperative at
its sole discretion, upon your written request stating reasons supporting such exemption.
Our decision concerning such a request for exemption will befinal.

Since there are currently no regional or national advertising councils composed of franchisees
that advises us on advertising policies regarding the KidzArt System, we have not contemplated
how much a franchised business might be required to contribute to such a cooperative (though it
will not exceed your KidzArt Advertising Fee amounting to the greater of 1% of your Gross Sales
each month or $25 per month). We have the right to require that an advertising cooperative and/or
franchisee advisory council be formed, changed, dissolved, or merged.

Territory Selection

You select your business territory before signing a KidzArt and/or Club Scientific Franchise
Agreement, subject to our approval. (See Item 12.) We assist in territory selection by using factors
that we have considered for other KidzArt and/or Club Scientific territories and locations. Generally,
KidzArt and Club Scientific franchisees operate their businesses out of a home office. Programs
provided by a KidzArt business will be held in schools and other venues located in the Territory.
Science Programs offered by Club Scientific franchisees are held in school and other venues.

Nevertheless, you may choose to establish an office for your franchised business at a commercial
site. (KidzArt Franchise Agreement — Section 1.2(a); Club Scientific Franchise Agreement —
Section 1.2(a).) In that case, you must (a) locate a site for your office within the Territory and obtain
our prior written approval of the site (which may not be a storefront); (b) obtain our prior written
approval of any lease or purchase agreement for the site; (c) conform the site to applicable building
code requirements and our specifications; (d) secure all permits and licenses for thesite;

(e) obtain our prior written approval of any construction and other plans for the site (and any
deviations) so that we can ensure that the site’s appearance meets our desired standards for
KidzArt and/or Club Scientific locations; and (f) obtain our prior written approval of any outdoor sign
and its proposed installation. All of this must be done soon enough so that you can begin operating
your KidzArt Franchised Business, Club Scientific Franchised Business or Co- Branded Franchise
within 30 days after you or your Managing Owner satisfactorily complete initial training, which
means that the location of the business should be selected at the time you sign a franchise
agreement with us. We have the right to terminate your KidzArt Franchise Agreement and/or Club
Scientific Franchise Agreement if you do not begin operations by this date. You may not change
your commercial office design or appearance without our prior written consent and must, at your
own expense, maintain and periodically renovate the office’s interior and exterior as we require to
maintain the KidzArt and/or Club Scientific design and appearance requirements. You agree to buy
or lease, and to display at your commercial site (whether attached to a building or free-standing),
only signs, emblems, logos, lettering, and other materials that comply with our specifications. We
periodically may revise these specifications, and you must comply with these revisions at your own
expense.

Because we do not require you to establish an office for your franchised business at a commercial
site, we impose no time limit to locate or approve the site. We only require that you open your

franchised business within the time period described below.
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Time of Opening

With respect to KidzArt Franchised Businesses, Club Scientific Franchised Businesses and Co-
Branded Franchised Businesses, the typical length of time between signing the franchise
agreement and the opening of the franchised business is two to four months. Factors that may
affect this time period include your ability to obtain financing and your ability to complete our initial
training program to our satisfaction. You may not open your KidzArt Franchised Business, Club
Scientific Franchised Business or Co- Branded Franchise until initial training has been satisfactorily
completed by you or your Managing Owner and/or a second person to KidzArt’s satisfaction and
the initial franchise fees have been paid in full. (KidzArt Franchise Agreement — Section 1.2(b);
Club Scientific Franchise Agreement — Section 1.2(b).) You will be ready to start offering art
instruction upon completing KidzArt training. You must begin operating the KidzArt Franchised
Business, Club Scientific Franchised Business or Co-Branded Franchise within thirty (30) days
after you or your Managing Owner/and a second person satisfactorily completes initial training.
Unless you receive an extension in writing, you must commence operations within ten (10) months
of signing the Franchise Agreement. (KidzArt Franchise Agreement/Club Scientific Franchise
Agreement—Section 1.2(c).) Your business office is usually home based. Classes are portable and
typically held in various private or public-school locations throughout your territory. It is your
responsibility to make sure your office is fully operational prior to or immediately following initial
training. No student class should ever be taught or held in your home.

Computer System

You must obtain and use any integrated computer hardware and software that we specify,
including hardware components, dedicated telephone and power lines, modems, printers, and
other computer-related accessories and peripheral equipment (the “Computer System”). (KidzArt
Franchise Agreement — Section 1.3(g); Club Scientific Franchise Agreement — Section 1.3(g).)
We have the right to require you to update or upgrade computer hardware components and/or
software, as we deem necessary from time to time, with no limitations as to the number or cost of
such updates or upgrades. We may modify specifications for and components of the Computer
System. You also must maintain a functioning, branded e-mail address; your personnel and you
may not use any personal e-mail address for communications relating to the Franchised Business.
Our modification of specifications for the Computer System, and/or other technological
developments or events, might require you to purchase, lease, and/or license new or modified
computer hardware and/or software and to obtain service and support for the Computer System.
The cost of the Computer System ranges between $1,000 to $2,000. A single Computer System
may be used in the operation of a Co-Branded Franchise. Although we cannot estimate the future
costs of the Computer System or required service or support, and although these costs might not
be fully amortizable over the franchise term, you must incur the costs of obtaining the computer
hardware and software comprising the Computer System (or additions and modifications) and
required service or support. Within 30 days after you receive notice from us, you must obtain the
Computer System components we designate and ensure that your Computer System, as
modified, is functioning properly. We have no obligation to reimburse you for any Computer
System costs.

If you purchase a Club Scientific Franchised Business or a Co-Branded Franchise, you will also
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be required to purchase 12 used laptop computers (PC)/tablets. The cost of the laptops ranges
between $110 and $150 per computer. Tablets are around $50 on sale. Some local companies
may donate their used laptops to you. In addition, you will be required to purchase the Club
Scientific Software package from our designated third-party vendors. We have no control over
these prices and may change without notice.

We will have independent access to the information that will be generated or stored on the
Computer System, including information about sales, students and classes. There are no
contractual limitations on our right to access this information.

You must use the current version of QuickBooks (either the desktop version or on-line version),
with upgrades, if necessary, each year for payroll changes, and the current version of
Microsoft Office Suite. You must use an online management/registration system currently in
use and approved by us. We currently use a proprietary management software system. We may
use a different program in the future. These third parties have no obligation to provide ongoing
maintenance, repairs, upgrades, or updates unless you pay for them. We have not approved
compatible equivalent programs. We do not require you to obtain specific computer hardware if it
can run the required software. We have been using the basic software since 2003 and our
proprietary management software since 2012. We may require you to obtain new computer
software during the franchise term. There are no contractual limitations on the frequency and cost
of the obligation. The basic computer software enables you to print out marketing materials from
our website and submit royalty payments, customer lists, and required annual financial
statements. Our management software enables you to accept online registrations and purchases
for classes you conduct and otherwise to maintain data for your franchised business.

You must purchase or have access to a video camera with a tripod and a digital camera. A good
photo quality image on a cell phone for video and a camera are acceptable. In addition, you must
maintain a dedicated telephone line with voicemail dedicated to your office. In the event you
operate a Co-Branded Franchise; you may use a single dedicated telephone line. Upon the
expiration, transfer, or termination of your KidzArt Franchise Agreement and/or Club Scientific
Franchise Agreement for any reason, you shall terminate your use of such telephone number and
listing and assign same to us or our designee, and, at our option, will execute the Conditional
Assignment of Telephone Numbers attached as Schedule “D” to the KidzArt Franchise Agreement
and Club Scientific Franchise Agreement.

Website

We will maintain dedicated websites to advertise, market and promote KidzArt and Club Scientific
Businesses, the products and services offered by such businesses and the KidzArt and Club
Scientific franchise opportunity (collectively, the “System Website”). We own all intellectual
property and other rights in the System Website, your web page (described below) and all
information it contains. You acknowledge that we have final approval rights over all information
on the System Website, including your web page. You agree not to register any Internet domain
name in any class or category that contains words used in or similar to any brand name owned
by us or our affiliates or any abbreviation, acronym, phonetic variation or visual variation of those
words.
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We will provide you with a website that includes specific sections that are customizable, and you
agree to populate and maintain with current, relevant, and approved information. All information,
images, or other content you enter are subject to our approval. You must pay our then current fee
for each additional update or addition that you request. Except as approved in advance in writing by
us, you must not establish or maintain a separate website, splash page, profile or other presence
on the Internet, or otherwise advertise on the Internet or any other public computer network in
connection with the Franchised Business, including any profile on Facebook, Instagram, Twitter,
LinkedIn, TikTok, YouTube or any other social media and/or networking site. You will not upload
any videos or display in any fashion a video that shows our teaching or proprietary teaching
methods without our express written consent.

Training Program

After you sign the Franchise Agreement, or any other time as may be mutually agreed
upon in writing, we will train up to two people. You or, if you are a legal entity, an owner you
designate to be responsible for overseeing and supervising the operation of the franchised
business (the “Managing Owner”) must complete the following initial training program to our
satisfaction. The minimum amount of training any instructor shall have is 38 hours. (Franchise
Agreement — Section 1.5(b)): You are trained and ready to open for business and offer classes
upon completion of training.
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TRAINING PROGRAM

Subject

Hours of
Classroom/
Follow-up
Training

Hours of On the Job

Training

Location

Teaching Classes

6 Hours

None

Lake Cormorant,
Mississippi or
Another Location
we designate

Policies in Working with

Children

2 Hours

None

Lake Cormorant,
Mississippi or
Another Location
we designate

Class Materials and

Methods

8 Hours

None

Lake Cormorant,
Mississippi or
Another Location
we designate

Management

2 Hours

None

Lake Cormorant,
Mississippi or
Another Location
we designate

Sales/Marketing

6 Hours

None

Lake Cormorant,
Mississippi or
Another Location
we designate

Operating Procedures

9 Hours

None

Lake Cormorant,
Mississippi or
Another Location
we designate

Reporting

1 Hour

None

Lake Cormorant,
Mississippi or
Another Location
we designate

Support Procedures

3 Hours

None

Lake Cormorant,
Mississippi or
Another Location
we designate

Accounting

1 Hour

None

Lake Cormorant,
Mississippi or
Another Location
we designate
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Training will be provided by the following individuals or by others we designate:

Randy Denton has operated a successful KidzArt franchise and shared experiences with
other Franchise owners for 20 years. He retired from Federal Express after 20 years in Contract
Management, Logistics, and Flight Management.

Alice Denton joined KidzArt in 2004 as a Franchise owner in Northwest Mississippi and
became a Co-Owner of Kidzart LLC in 2021. Her area of expertise is Customer Relations and
Enhancement.

Dianne Carlisle is our Accountant and Compliance Manager. She also trains Franchisees on how
to handle their accounting and payment management. She has been with KidzArt since February
2019 and has been working in the accounting field for over 30 years.

Leah Kamel helps our franchisees manage their websites, curriculum centers, and company email
accounts. She also works with franchisees during training and supports franchisees on an
individual basis as needed.

Current and/or former franchisees are often asked and used to provide additional expertise at or
as part of training.

Training is included in your initial franchise fee for two attendees, for new purchases only. You
must pay us $3,000 for each additional person who attends the full initial training program. You
must pay the travel and living expenses for you and/or your Managing Owner, your employees,
and your independent contractors to attend training.

We typically conduct training once every eight to ten weeks. Training for franchisees purchasing
a KidzArt Franchised Business or a Club Scientific Franchised Business generally lasts four days.
Training for franchisees purchasing a Co-Branded Franchise generally lasts six days. Instructional
materials include the KidzArt Operations Manual, the Club Scientific Operations Manual, Curricula
Manuals, live instruction, hands-on exploration with art materials, science experiments, role
playing and more. You must complete training before beginning operations. Upon satisfactory
completion of the initial training program, both you and your designee will be “Certified Instructors”,
fully trained and certified to teach KidzArt classes and/or Science Programs using our methods.
Until we qualify you or your designated trainer to do so, all your subsequent certified instructors and
Camp Counselors will be trained by our designated Certified Trainers (including existing qualified
franchisees) for the then-current certified instructor training fee, which is currently $350 per person
(see ltem 6.) You must arrange for the training of your additional certified instructors after you
return from the initial training program, and until you are certified as a trainer yourself. You must
pay all expenses (including travel, hotel, food, and related expenses) incurred in hiring a certified
instructor. You must also pay for the trainer’'s expenses of traveling to your Territory to conduct
the training, or you must arrange for your certified instructors to travel to the trainer’s site for
training. To become certified to train your employees, you or your designee must send in a video
of the teacher teaching a full class while utilizing correct teaching methods andtimes.

57



Within four months after you complete initial training, you must send us a 1-hour DVD of you or
your designated certified instructor teaching a KidzArt class and/or Science Program for our
evaluation. If we do not believe the Art classes or Science Programs are being conducted
properly, we may coach you or require you to return to our principal training location at your
expense for one to two days of additional training.

ITEM 12
TERRITORY

You will receive an exclusive Teach or Teach Plus territory with a population of approximately
15,000 qualifying households for a Teach territory or 30,000 qualifying households for a Teach
Plus territory. A qualifying household is one with an annual income over $75,000, as determined
by U.S. Census Bureau. We may also allow you to expand your Territory beyond the standard
15,000 or 30,000 qualifying households by paying us $0.40 per additional qualifying household. If
you expand your territory to 30,000 qualifying households or beyond, this becomes known as a
Teach Plus territory.

A Teach territory is 15,000 qualifying households. This size business model is for a franchisee
that wants to get started and either teach themselves or hire 1-2 teachers. They can expand and
grow by buying more qualifying households in neighboring zip codes that touch their current
territory. This option allows franchisees to keep more of their financial resources and only spend
to enlarge their territory when they want a biggerbusiness.

A Teach Plus territory is 30,000 qualifying households or larger. This size business model is for
a franchisee that does not expect to teach many classes themselves. They come in expecting to
grow a bigger business by hiring other people to teach while they concentrate on growing the
business. The owner or manager will aggressively add more locations, classes, and students. A
Teach Plus size territory is for those wanting to build a larger territory and business.

If you purchase a Co-Branded Franchise, you will choose either the Teach or Teach Plus territory
size for your franchise. Each has a different Franchise Fee based on the size territory you want
to own. You may expand your territory by paying us $0.80 per additional qualifying household
(See Iltems 5 and 6.) Your Territory will be delineated by counties, zip codes, boundary streets or
highways, and will depend to some extent on the number of schools and facilities available to
teach KidzArt classes or Club Scientific Programs. You maintain rights to your area even though
the population increases.

You will operate your KidzArt Franchised Business, Club Scientific Franchised Business or Co-
Branded Franchise from a single location within your Territory approved by us (typically your home
office) and you must receive our permission before you relocate. KidzArt will approve any
relocation if the new location meets our general standards then in effect and does not encroach
on another franchise.

Your Territory is exclusive with respect to the offer and sale of KidzArt classes and/or Science

Programs if the annual Gross Revenues from your KidzArt Franchised Business, Club Scientific

Franchised Business or Co-Branded Franchise (calculated each year during the franchise term)

exceed a minimum level as described below. If you fail to satisfy this minimum annual requirement,
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we may elect in our discretion, effective upon delivery of notice to you, either
(a) to allow others to offer KidzArt classes and/or Club Science Programs within your Territory, or
(b) to reduce the geographic area that comprises your Territory.

We will not sell or authorize others to offer or sell KidzArt classes and/or Science Programs in any
manner in your Territory, whether through other KidzArt businesses, Club Scientific businesses
or via the Internet or other alternative methods of distribution, if you meet the minimum annual
Gross Revenue levels. However, we may offer and sell to customers located in your Territory,
through any distribution channels other than a KidzArt business, products and services bearing
the KidzArt trademarks or other trademarks that are identical or similar to (or different from) the
products and services offered by your franchised business, other than KidzArt classes. Such
products and services may be distributed in your Territory by us, our affiliates, or our franchisees,
licensees, or designees, in such manner and through such channels of distribution as we, in our
sole discretion, will determine. These distribution channels may include, without limitation, retail
stores, wholesale outlets, and other retail outlets, via the Internet, and through mail order catalogs.
We and our affiliates do not pay any compensation for soliciting or accepting this type of business
inside your Territory, nor do we grant you any rights to distribute these products or services.

We also reserve all rights not specifically granted to you under the Franchise Agreements,
including, without limitation, the right to (i) own and operate KidzArt and/or Club Scientific
Businesses at any location(s) outside of your Territory under the Marks and System, or to license
others the right to own and operate KidzArt and/or Club Scientific Businesses at any location(s)
outside of the Territory under the Marks and System; (ii) own and operate businesses under
different marks at any location(s) inside or outside of your Territory, or license to others the right
to own and operate businesses under different marks at any location(s) inside or outside of your
Territory; (iii) use the KidzArt and Club Scientific Marks and System in connection with services
and products, promotional and marketing efforts, or related items, or in alternative channels of
distribution, including the sale of proprietary products and services through retail stores, wholesale
outlets, and other retail outlets, via the Internet, and through mail order catalog, without regard to
location; (iv) use the KidzArt and/or Club Scientific Marks and System, and license others to use
the KidzArt and/or Club Scientific Marks and System, to engage in any other activities not
expressly prohibited in the KidzArt Franchise Agreement or the Club Scientific Franchise
Agreement; and (v) to acquire and operate, or be acquired by, any individual or entity, including,
without limitation, an individual or entity operating one or more art or science education businesses,
including, without limitation, businesses selling art or science education products or services
under a trademark other than the KidzArt or Club Scientific Marks. In addition, we reserve the right
to offer KidzArt or Club Scientific products and services to regional and national accounts that may
have locations in the Territory. We also reserve the right to offer over the Internet or other
electronic means Programs to children who are home schooled, physically or mentally unable to
attend a Program in person or located in an area which would make the child’s attendance
impossible or impracticable. If we negotiate an arrangement that would require your KidzArt
Franchised Business and/or Club Scientific Franchised Business to provide KidzArt and/or Club
Scientific proprietary services, and you do not begin providing the services at the time, in the
manner, and under the terms we require, we may, at our option: (1) provide or allow others
(including other KidzArt or Club Scientific
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Businesses) to provide the services within the Territory; or (2) terminate the KidzArt Franchise
Agreement and/or Club Scientific Franchise Agreement.

If you operate a KidzArt Franchised Business, Club Scientific Franchised Business or a Co-
Branded Franchise, your minimum annual Gross Revenues requirement is $45,000 during each
12-month period of the franchise term, with the first 12-month period beginning with the 13" month
after you complete initial training and running through the 24" month after you complete initial
training. Each subsequent 12-month period will run on a calendar year basis, with the first of these
subsequent 12-month periods ending on December 31 of the year in which the first 12- month
period specified above ends (that is, the year in which falls the 24" month after you complete initial
training). [As an example, if you complete initial training in June of a particular year, the first 12-
month period of the franchise term during which you must satisfy the minimum annual Gross
Revenues requirements would begin in July of the following year and end in June of the year after
that. The second 12-month period effectively begins in January of that same year and then ends
on December 31. So, part of the second 12-month period will include a portion of the first 12-
month period. All 12-month periods after that remain on a January 1 through December 31 basis.]
You must maintain minimum sales performance levels, during each 12-month period of the
franchisee term. 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. We may increase the
$45,000 minimum Gross Revenues number each calendar year during the franchise term,
beginning with the second 12 month period during which we calculate the Office’s minimum Gross
Revenues, based on increases in the Consumer Price Index (“CP1”) from the beginning of the first
calendar year during which we began to calculate the Office’s minimum Gross Revenues for
purposes of determining your ability to retain territorial rights (subject to our rights described
above). The annual adjustment of the minimum Gross Revenues number will be applied on
January 1 of each calendar year based on CPI increases since the previous January.
(j) “CPI” means the Consumer Price Index published by the Bureau of Labor Statistics of
the United States Department of Labor, U.S. City Average, All Items, and Major Group
Figures for all Urban Consumers (CPI-U 1982-84=100), or by a successor publication.

In addition, we may contact international, national, or regional companies with headquarters or
locations in your Territory for any purpose, including negotiating arrangements under which you
would be required to provide KidzArt and/or Club Scientific services at a site located within your
Territory that is hosted by the international, national, or regional company. If we negotiate an
arrangement that would require you to provide KidzArt and/or Club Scientific services and you do
not begin providing the services at the time, in the manner, and under the terms we require, we
may, at our option: (1) provide or allow others (including other KidzArt or Club Scientific
businesses) to provide the services from the host site located within your Territory; or (2) terminate
your KidzArt Franchise Agreement or Club Scientific Franchise Agreement.

You may not solicit clients or promote KidzArt or Club Scientific services outside the Territory
except when advertising cooperatively with appropriate franchisees. You may not advertise
independently on the Internet. We maintain all KidzArt and Club Scientific web pages and domain
names. We will forward to you any leads we obtain from the Internet for KidzArt classes or Club
Scientific Programs in your Territory.
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You may provide services only at host sites and other locations within the Territory (although
students at those locations may reside outside the Territory). If you receive a request to provide
services anywhere outside your Territory, you may not provide these services without our prior
approval, which we may grant or deny as we deem best or on any conditions, we deem
appropriate.

We approve any relocation of the site of your KidzArt Franchised Business, Club Scientific
Franchised Business or Co-Branded Franchise as long as the new location meets the current
general standards and does not encroach on another franchise. Any relocation will be at your sole
expense, and we can charge you for any costs we incur, and a reasonable fee for our services,
related to any relocation.

You have no options, rights of first refusal, or similar rights to acquire additional franchises within
contiguous territories. Although we have the right to do so, we do not intend to establish other
franchises, company-owned outlets or another distribution channel selling or leasing similar
products or services under a different trademark.

Except as described above, we may not alter your Territory during the franchise term.
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ITEM 13
TRADEMARKS

Under the KidzArt Franchise Agreement, we grant you the right to operate your KidzArt
Franchised Business or Co-Branded Franchise under the mark KIDZART and the design shown
below and on the cover of this disclosure document. You may also use our other current or future
trade names, trademarks, service marks, commercial symbols, and logos used to identify KidzArt
businesses (the “KidzArt Marks”).

For all trademarks and designs listed below that have been registered over 10 years, all required
renewals for affidavits of use and trademark renewals have been filed.

The following KidzArt Marks are registered on the Principal Register of the United States Patent
and Trademark Office (‘USPTO”).

Mark Registration No. | Registration Date

~ 4,201,108 September 4, 2012

KIDZART and Design

KIDZART 3,843,421 September 7, 2010
ART INNOVATORS 3,657,548 July 21, 2009
SENIORZART 4,088,083 January 17, 2012
TEENZART 4,163,774 June 26, 2012
PALETTE UP! 4,523,178 April 29, 2014

For all trademarks and designs listed below that have been registered over 10 years, all required
renewals for affidavits of use and trademark renewals have been filed.

Under the Club Scientific Franchise Agreement, we grant you the right to operate your Club
Scientific Franchised Business or Co-Branded Franchise under the mark CLUB SCIENTIFC and
the design shown below and on the cover of this disclosure document. You may also use our
other current or future trade names, trademarks, service marks, commercial symbols, and logos
used to identify Club Scientific businesses (the “Club Scientific Marks”).
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The following Club Scientific trademarks (the “Club Scientific Marks”) are registered on the
Principal Register of the United States Patent and Trademark Office (“USPTQO”).

Mark Registration Registration
No. Date

CLUB SCIENTIFIC and 3,479,050 August 5, 2008

Design

Mark Registration Registration
No. Date
CLUB SCIENTIFIC 5,626,790 December 11,
2018

KidzArt, LLC, owns the Club Scientific Marks and has licensed us the indefinite right to use them
and to sublicense them to system franchisees. The license agreement may be terminated only in
the event we make an assignment for the benefit of creditors, file a voluntary petition in
bankruptcy, are adjudicated bankrupt or insolvent, file or acquiesce in the filing of a petition
seeking reorganization or arrangement under any federal or state bankruptcy or insolvency law,
or consent to or acquiesces in the appointment of a trustee or receiver for KidzArt.

You must follow our rules when you use the KidzArt Marks or Club Scientific Marks, including
giving proper notices of trademark and service mark registration and obtaining fictitious or
assumed name registrations required by law. You may not use any KidzArt Mark or Club Scientific
Mark in your corporate or legal business name; with modifying words, terms, designs, or symbols
(except for those we license to you); in selling any unauthorized services or products; or as part
of any domain name, homepage, electronic address, or otherwise with a website other than our
own website. If we discover your unauthorized use of any KidzArt Mark or Club Scientific Mark,
we may require you to destroy all offending items reflecting that unauthorizeduse.

After unsuccessfully opposing our federal trademark application at the USPTO, Kidsart, Inc. filed
a lawsuit against us on September 19, 2008, asking the United States District Court for the Central
District of California (CV08-06185) to overturn the USPTO decision. We settled this dispute by an
agreement dated November 10, 2009, pursuant to which Kidsart, Inc. is permitted to use the
Kidsart trademark in the following ten counties in California: San Luis Obispo, Kern, San
Bernardino, Santa Barbara, Ventura, Los Angeles, Orange, Riverside, San Diego and Imperial.
The settlement agreement allows us to use the KIDZART trademark in the rest of the

U.S. in connection with educational services. The parties filed a consent judgment with the court
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November 17, 2009, reflecting the substance of the settlement agreement. We intend to use the
ART INNOVATORS trademark in connection with educational services as our principal trademark
in the ten counties in California in which we do not have the right to use the KIDZART trademark
in connection with educational services. We intend to continue to use KIDZART throughout the
United States in connection with franchise services.

Other than as described above, there are no currently effective material determinations of the
USPTO, the Trademark Trial and Appeal Board, the trademark administrator of any state, or any
court, and no pending infringement, opposition, or cancellation proceedings or material litigation,
involving the principal trademarks. Except as described above, there are no agreements that
limit our right to use or license the KidzArt Marks or the Club Scientific Marks. Except as
provided above, we do not know of either superior prior rights or infringing uses that could
materially affect your use of the trademarks in any state. We will advise you of any pre-existing
uses of a substantially similar mark of which we become aware if we believe those uses will
interfere with your ability to operate a KidzArt or Club Scientific franchise in your desired market
area.

You must notify us immediately of any apparent infringement or challenge to your use of any
KidzArt Mark or Club Scientific Mark, or of any person’s claim of any rights in any KidzArt Mark or
Club Scientific Mark, and you may not communicate with any person other than us and our
attorneys, and your attorneys, regarding any infringement, challenge, or claim. We may take the
action we deem appropriate (including no action) and control exclusively any litigation, USPTO
proceeding, or other administrative proceeding arising from any infringement, challenge, or claim.
You must assist us in protecting and maintaining our interests in any litigation or USPTO or other
proceeding. We will reimburse you for the costs of taking any action that we ask you to take.

We will have the right to add, modify, discontinue and/or substitute modify or change the
Proprietary Marks from time to time in our sole discretion upon written notice to you. Such right
will include the right to use a trademark that is entirely different from “KidzArt” and/or “Club
Scientific” and the right to require you to use one or more new or additional logos and marks. You
agree, upon notice from us, to adopt and use each such trademark at your expense in accordance
with the terms and conditions of this Agreement. You must discontinue use of all Proprietary
Marks which we have notified you, in writing, have been modified or discontinued within 10 days
of receiving written notification. If we require a change in signage, we will reimburse you for your
reasonable direct expenses of changing the signs at the premises of the Franchised Business.
However, we will not be obliged to reimburse you for any loss of revenue or expenses caused by
any such modification or change.

We have the sole right to direct and control any administrative proceeding or litigation involving
the KidzArt Marks or Club Scientific Marks, including any settlement thereof. We will defend you
against any third-party claim, suit, or demand arising out of your use of the Proprietary Marks. If
we, in our sole discretion, determine that you have used the Marks in accordance with this
Agreement, we will bear the cost of such defense, including the cost of any judgment or
settlement. If we, in our sole discretion, determine that you have not used the Marks in accordance
with this Agreement, you will bear the cost of such defense, including the cost of any judgment or
settlement. In the event of any litigation relating to your use of the Marks, you must execute any
and all documents and do such acts as may, in our opinion, be necessary to carry out such
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defense or prosecution including, without limitation, becoming a nominal party to any legal action.
Except to the extent that such litigation is the result of your use of the Marks in a manner

inconsistent with the terms of this Agreement, we agree to reimburse you for your out- of-pocket
costs in performing such acts.
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ITEM 14
PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION

Patents and Copyrights

We do not own any patents that are material to the KidzArt or Club Scientific system, nor do we
have any pending patent applications that are material to the KidzArt or Club Scientific business.

We claim all rights and interests, including all copyrights, to the information contained in the
manuals, our curricula, computer programs, advertising materials, our website and all our
communications to you in writing or otherwise setting forth our standards, requirements, operating
procedures, or policies relating to the operation of a KidzArt or Club Scientific franchise, as well
as any revisions and additions to these materials. We have not registered the copyrights in any
of these materials. We also claim all rights and interests to all customer information collected in
our databases.

Proprietary Information

Your entire knowledge of the operation of the KidzArt Franchised Business, Club Scientific
Franchised Business or Co-Branded Franchise including the curricula and other specifications,
standards and operating procedures of the franchised business, is derived from Information that
we disclose to you. This information, including the information contained in the manuals and the
information presented during training, is confidential material owned by us (the “Confidential
information”). All methods and other techniques and know-how concerning the operation of the
KidzArt Franchised Business, Club Scientific Franchised Business or Co-Branded Franchise
which may be communicated to you or of which you may be apprised by virtue of your operation
of your KidzArt Franchised Business, Club Scientific Franchised Business or Co-Branded
Franchise and any and all other information, knowledge, know-how, techniques and other data
which we designate as confidential will be deemed by Confidential Information.

You must maintain the absolute confidentiality of this proprietary information during and after the
term of the KidzArt or Club Scientific Franchise Agreement and you cannot disclose, sell or use
any such information in any other business or in any manner not specifically authorized or
approved in writing by us. You may use such information only in the furtherance of the franchised
business.

If you are a legal entity such as a corporation or limited liability company rather than an individual
or general partnership, then each owner of your company must sign a guaranty and assumption
of obligations which personally obligates each such person not to use or disclose any of our
confidential information except as permitted and as required by the franchised business. We may
also require the spouse of any signatory to sign as well, at our discretion.

Each manager of your KidzArt Franchised Business, Club Scientific Franchised Business or
Co- Branded Franchise and each person who receives training from us or otherwise has access to
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our confidential information who has not signed the guaranty described in the preceding
paragraph must sign a confidentiality and non-competition agreement (the “Confidentiality
Agreement”) with you in the form attached as Schedule C to the KidzArt Franchise Agreement
and Club Scientific Franchise Agreement. The Confidentiality Agreement contains similar
nondisclosure obligations. Any breach of such undertaking by any such person during such period
will be deemed a breach of the KidzArt Franchise Agreement and/or Club Scientific Franchise
Agreement.

You must notify us promptly in writing if you learn about any unauthorized use of our copyrights
or proprietary information. We are not obliged to take any action, but we will respond to this
information as we think appropriate.

You are strictly prohibited from using another company’s intellectual property. When appropriate
and at our own discretion we will request, in writing, permission to use the other company’s
intellectual property. If written permission is granted, we will share said permission with our entire
franchise system. If you are found to be using another company’s intellectual property without
written permission, you will immediately cease said usage. You will be liable to the said company
for any and all damages and violations. If we are found to be in violation because of your improper
usage, all associated fines and related fees will be charged directly to you, and you must
reimburse us in full.

All improvements, modifications, or additions to the KidzArt and/or Club Scientific system and
curriculum that you develop will become our property. The KidzArt Franchise Agreement and the
Club Scientific Franchise Agreement provides that if you, your employees, or principals develop
any new concept, process or improvement in the operation or promotion of the KidzArt Franchised
Business, Club Scientific Business, or the Co-Branded Franchise, you will promptly notify us and
provide us with all necessary related information, without compensation. Any new concept,
process or improvement will become our sole property, and we will be the sole owner of all patents,
patent applications, trademarks, copyrights, and other intellectual property rights related to these
new concepts. You and your principals will assign to us any rights you may have or acquire in
new concepts you or your employees develop, including the right to modify the concept, process,
or improvement, and otherwise will waive and/or release all rights of restraint and moral rights to
any new concepts you or your employees develop.

You and your principals agree to assist us in obtaining and enforcing the intellectual property
rights to any new concept, process, or improvement in any and all countries and further agree to
execute and provide us with all necessary documentation for obtaining and enforcing these rights.
You and your principals will irrevocably designate and appoint us as your agent and attorney-in-
fact to execute and file any necessary documentation and to do all other lawful acts to further the
prosecution and issuance of patents or other intellectual property rights related to any new
concept, process, or improvement. In the event that the provisions of the KidzArt Franchise
Agreement or Club Scientific Franchise Agreement related to new concepts are found to be invalid
or otherwise unenforceable, you and your principals will grant to us a worldwide, perpetual, non-
exclusive, fully-paid license to use and sublicense the use of the concept, process or improvement
to the extent such use or sublicense would, absent the franchise agreement, directly or indirectly
infringe on your rights to the new concept.
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ITEM 15
OBLIGATION TO PARTICIPATE IN THE ACTUAL OPERATION OF THE FRANCHISE
BUSINESS

You or (if your company is a corporation or limited liability company) your Managing Owner must
devote full time, attention and effort to the franchised business and provide direct, day-to-day
supervision of the operation. You or the Managing Owner may not take on other business

responsibilities that would be inconsistent with the operational requirements of the franchised
business or contrary to its best interest, and they may not have any interest in any competing
business. You designate and we approve your Managing Owner.

All persons who subsequently serve as Managing Owner must meet the same standards and
must attend and successfully complete our initial training program, which is described in Item 11
of this disclosure document.

If you are a legal entity such as a corporation or Limited Liability Company rather than an individual
or general partnership, then each owner of your company must execute a personal guaranty
assuming and agreeing to discharge all obligations of the franchisee under the KidzArt or Club
Scientific Franchise Agreement. If you are an individual, then you must execute a personal
guaranty assuming and agreeing to discharge all obligations of the franchisee under the KidzArt
or Club Scientific Franchise Agreement. Any breach of this guaranty by any such person will be
deemed a breach of the KidzArt or Club Scientific Franchise Agreement.

Each manager of your KidzArt Franchised Business, Club Scientific Franchised Business or Co-
Branded Franchise and each person who receives training from us or otherwise has access to
our confidential information who has not signed the guaranty described in the preceding
paragraph must sign the Confidentiality Agreement with your company in the form attached as
Schedule C to the KidzArt Franchise Agreement and Club Scientific Franchise Agreement. Any
breach of such undertaking by any such person will be deemed a breach of this Agreement. Your
spouse must sign a document that makes your spouse liable for all financial obligations under the
Franchise Agreement, even if your spouse has no ownership interest.

We do not impose any other restrictions on your managers.

68



ITEM 16
RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL

You must offer for sale to the public only those types of products, brands and services that we
authorize or approve. You must limit your teaching to the curricula we provide. You must provide
these items, products and services in accordance with our requirements. You are not permitted
to modify or customize our curricula or other services that you offer to the public without our written
approval. You may not combine our program with another program, rename it, and offer it to the
public. You must not deviate from our standards and specifications without first obtaining our
written consent. Upon notice from us given at any time, you must discontinue offering for sale any
items, products and services we may disapprove of or discontinue. We can, and expect to, modify
our standards and specifications as we deem necessary.

We have the right to add, remove or change authorized items, products and services that you are
required to offer. There are no limits on our right to do so except that we must act reasonably.
There are no restrictions regarding customers you may service within yourterritory.

ITEM 17
RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION

THE FRANCHISE RELATIONSHIP
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These tables list certain important provisions of the KidzArt Franchise Agreement, the
Club Scientific Franchise Agreement, the Co-Branded Franchise Addendum, and related
agreements. You should read these provisions in the agreements attached to this
disclosure document.

THE KIDZART FRANCHISE RELATIONSHIP
Section in
. . KidzArt
Provision Franchise Summary
Agreement

a. Length of the
franchise term

Section 5.1(a)

Ten years.

b. Renewal or
extension of the
term

Section 5.1(b)

If you are in good standing, you may renew for one ten-year
period.

c. Requirements
for you to renew or
extend

Section 5.1(b)

Renewal — Renewal means you, upon the expiration of the
original term of the franchise agreement, have the right to enter
into a new agreement according to the then-current terms and
conditions. You will have the right to acquire a successor
franchise for a term of ten (10) years. Notify us of your desire to
renew 6-12 months before the end of the term; sign a new
agreement (which may include materially different terms and
conditions from your original agreement); Demonstrate that you
have satisfied all monetary obligation you to us, our affiliates or
any suppliers and vendors of products and services used by your
franchised business; you execute a general release in a form
prescribed by us; you comply with our then current standards for
new KidzArt franchisees; pay a renewal fee equal to $1000 for a
Teach Territory, $2000 for a Teach Plus Territory, or $2500 for a
Co-Branded Territory; and you present evidence to us that you
have the right to remain in possession of the franchised
business’s premises. We may also require you to sign a Renewal
Addendum.

d. Termination by
you

Sections 5.2(a)
and (b)

You have no contractual right to terminate the Franchise
Agreement. You may have the right to terminate the Franchise
Agreement under state law.

e. Termination by
us without cause

None

We do not have this right.

f. Termination by
us with cause

Section 5.20

We can terminate only if you default.
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“ "Cause" defined
— defaults that can
be cured

Section 5.2(c)

Except as set forth in Section 5.2(a) or 5.2(b) of the KidzArt
Franchise Agreement, you have 30 days to cure a default
under the KidzArt Franchise Agreement.
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Provision

Section in
KidzArt
Franchise
Agreement

Summary

h. “Cause” defined
— non-curable
defaults

Section 5.2(a)

Section 5.2(b)

The KidzArt Franchise Agreement will terminate automatically
without notice or an opportunity to cure if: (i) you make an
assignment for the benefit of creditors, file a voluntary petition in
bankruptcy, are adjudicated bankrupt or insolvent, file or
acquiesce in the filing of a petition seeking reorganization or
arrangement under any federal or state bankruptcy or insolvency
law, or consent to or acquiesce in the appointment of a trustee or
receiver for you or the KidzArt Franchised Business; (ii)
proceedings are commenced to have you adjudicated bankrupt
or to seek your reorganization under any state or federal
bankruptcy or insolvency law, and such proceedings are not
dismissed within 60 days, or a trustee or receiver is appointed for
you or the KidzArt Franchised Business without your consent,
and the appointment is not vacated within 60 days; (iii) you
purport to sell, transfer or otherwise dispose of your interest in
the KidzArt Franchise Business without our writtenapproval (iv)
Termination upon bankruptcy of the franchisee may not be
enforceable under federal bankruptcy law.

We have the right to terminate the KidzArt Franchise Agreement
with notice without providing you an opportunity to cure if: (i) you
or any of your company’s owners made any false representations
to us in connection with your franchise application; (ii) you fail to
successfully complete training; (iii) you fail to open the KidzArt
Franchised Business within 10 months of signing the KidzArt
Franchise Agreement; (iv) you are more than 10 days late in your
payment of any amount due to us under the KidzArt Franchise
Agreement or to any supplier and fail to make payment within 5
days after we notify you of the breach; (v) if you lease commercial
space, you default under the lease for the Site; (vi) you or your
company’s principals disclose any confidential information in
violation of Section 3.2 of the KidzArt Franchise Agreement; (vii)
you or your company’s owners make any unauthorized use of the
KidzArt Marks; (viii) you fail to maintain insurance as required
under the KidzArt Franchise Agreement; (ix) you fail to service
any international, national or regional company for which we have
an arrangement under which you are required to provide KidzArt
services; (x) you knowingly maintain false books and records or
submit reports to us which understate your Gross Revenue three
or more times during the term of the KidzArt Franchise
Agreement; (xi) you fail to comply with any law or regulation
applicable to the KidzArt Franchised Business within 15 days
after notice; (xii) you attempt to transfer the KidzArt Franchised
Business without our approval; (xiii)in the event of your death or
disability, the KidzArt Franchise Agreement is not assigned as
required under Article IV of the KidzArt Franchise Agreement;

72




Provision

Section in
KidzArt
Franchise
Agreement

Summary

(xiv) you or your company’s owners are convicted of, plead guilty
or no contest to, a felony or any other crime or offense, or engage
in dishonest, deceptive or unethical conduct that may, in our
opinion, adversely affect the reputation of the KidzArt Franchised
Business or the KidzArt System; (xv) you fail to operate the
KidzArt Franchised Business for ten (10) consecutive days
without our consent; (xvi) you fail to pay taxes; (xvii) you commit
three or more defaults in any 12 month period; (xviii) your assets
are blocked under any law or regulation relating to terrorists
activities; (xix) you default under any financing agreement for the
KidzArt Franchised Business;

(xx) any other franchise agreement between you and us or any
of our affiliates is terminated due to your breach.

/nonrenewal

Section 5.3

Upon termination or expiration of the Franchise Agreement, you
must: (i) remit to us outstanding royalties, advertising payments
and other amounts owed under the KidzArt Franchise
Agreement; (ii) if applicable, pay the liquidated damages under
Section 5.2(b); (iii) remit to us a complete list of customers; (iv) if
we do not exercise our option to purchase your KidzArt
Franchised Business, remove and deliver to us all printed
materials containing the KidzArt Marks and remove all electronic
copies of the same; (v) assign to us the dedicated telephone
number; (vi) cease all use of the KidzArt Marks and System; (viii)
cancel any fictitious name filing: (ix) comply with post term
covenants of the KidzArt Franchise Agreement; (x) return the
confidential Operations Manual and all Confidential Information
in your possession; (xi) permit us to make a final inspection of
your records; (xii) execute from time to time any necessary
papers or documents to effectuate termination or

nonrenewal.
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j- Assignment of
contract by us

Section 4.1

No restriction on our right to assign.

k. “Transfer” by
you — defined

Section 4.2(b)

The term “Transfer” means your (or your company’s owner’s)
voluntary, involuntary, direct, or indirect assignment, sale, gift,
pledge, or other disposition of any legal or beneficial interest:

()

(i) the KidzArt Franchise Agreement, (ii)
any material asset of the KidzArt
Franchised Business; (iii) the lease or
ownership of the premises of the KidzArt
Franchised Business (unless we agree to
a relocation or unless the transfer of
ownership does not affect your leasehold
rights and obligations), or (iv) your
company, whether in the form of equity or
a voting interest. “Transfer” also includes
(i) the merger or consolidation of your

company; (ii) the issuance of additional securities or other
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Section in
KidzArt
Franchise
Agreement

Summary

ownership interests of your company, and (iii) the admission or
departure of a partner or owner. It includes transfers resulting
from proceedings under the U.S. Bankruptcy Code or any similar
law, and transfers resulting from divorce.

I. Our approval of a
transfer by you

Section 4.2(a)

You may not transfer the KidzArt Franchise Agreement without
our prior written consent. We may withhold our approval to a
transfer unless the conditions in m below have been met.

m. Conditions for
our approval of the
transfer

Section 4.2(d)

The transferee meets our criteria for new franchisees; you are in
compliance with your Franchise Agreement and all related
agreements; transfer fee is paid; transferee agrees to and
executes a new Franchise Agreement; you acknowledge
continuing confidentiality and non- compete requirements; the
transferee obtains the permits and licenses required for the
operation of the franchised business; the new manager is trained;
we approve the terms of the transfer; you request that provide the
prospective transferee with our current form of disclosure
document; you notify us of the closing. We may also require you
to sign a Consent to Transfer Agreement. We may withhold or
condition our consent to any transfer as we deem appropriate
based on the

circumstances of the transfer or otherwise.

n. Our right of first
refusal to acquire
your business

Section 4.3

You must first offer to sell to us on the same terms and conditions
as those offered by a third party; provided that we may substitute
cash for any form of payment proposed in the Third-Party Offer;
and we will have a minimum of 60 days to after giving notice to
you to prepare for closing. We will notify you, within thirty (30)
days after receiving the offer, whether we

wish to exercise our right to purchase your business.

0. Our option to
purchase your
business

Section 5.4

On termination or expiration and nonrenewal, we may purchase
the assets, including inventory and equipment at their fair market
value.
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p. Your death or
disability

Sections 4.2(f)
and (g9)

Upon your death or disability, or the death or disability of the
owner of a controlling interest in your company, if the KidzArt
Franchised Business is not actively managed by a Managing
Owner who has attended and successfully completed training,
you or your deceased or disabled owner’s executor, administrator
or other personal representative must, within 30 days of the date
of death or disability, appoint a Managing Owner to operate the
KidzArt Franchised Business. The appointed Managing Owner
must complete training at your

expense. We have the right to appoint a manager and charge
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Section in
KidzArt
Franchise
Agreement

Summary

you or your estate a reasonable management fee in the event
we appoint a manager.

g. Non-competition
covenants during
the term of the
franchise (subject
to state law)

Section 3.3(a)

You agree that during the term of the KidzArt Franchise
Agreement and any renewal thereof, you will not, directly or
indirectly (through one of your company’s affiliates or owners or
a member of the immediate family of any owner), either (i) have
a direct or indirect interest in a Competitive Business located or
operating anywhere in the U.S. or in any other country in which
we have a licensee; (ii) perform services as a director, officer,
manager, employee, consultant, representative, agent or
otherwise for any such Competitive Business or lend money to,
extend credit to any Competitive Business; (iii) divert or attempt
to divert any business or customer or student of the Franchised
Business to any competitor in any manner; or (iv) recruit or hire
any person who is our employee or the employee of any KidzArt
Business (whether company or affiliate-owned or franchised) or
who has been our employee or the employee of any KidzArt
Business within the six month period before such recruiting or
hiring without the prior written permission of that person’s
employer

The term “Competitive Business” means any business that
offers art or drawing instruction or similar creative services or
grants franchises or licenses to others to operate such a
business (other than a KidzArt Business operated under a
franchise agreement with us or our affiliate). The restrictions of
this section will not apply to the ownership of publicly traded
securities that constitute less than three percent (3%) of a class
of ownership interests of the issuing company.

r. Non-competition
covenants after the
franchise is
terminated or
expires (subject to
state law)

Section 3.3(c)

Upon the expiration of this Agreement, your termination of this
Agreement without cause, our termination of this Agreement in
accordance with its terms and conditions, or your transfer in
accordance with Article IV, you and your company’s owners
agree for a period of two years following such expiration,

termination or transfer, that you will not, directly, or indirectly
(through one of your company’s affiliates or owners or a
member of the immediate family of any owner), either (i) have a
direct or indirect ownership interest in a Competitive Business
located or operating in the Territory or within 30 miles of the
location of any KidzArt Business operating anywhere in the
world at the time of such expiration, termination, or transfer; (ii)

perform services as a director, officer, manager, employee,




Section in

. . KidzArt
Provision Franchise Summary
Agreement

consultant, representative, agent or otherwise for any such
Competitive Business or lend money to, extend credit to any
Competitive Business; (iii) divert or attempt to divert any business
or customer or student of the Franchised Business to any
competitor in any manner; or (iv) recruit or hire any person who
is our employee or the employee of any KidzArt Business
(whether company or affiliate-owned or franchised) or who has
been our employee or the employee of any KidzArt Business
within the 12-month period before such recruiting or hiring
without the prior written permission of that person’s employer.

s. Modification of Section 8.8 The KidzArt Franchise Agreement may not be modified except

the franchise by a written document signed by both parties.

agreement

t. Integration/ Section 8.8 Only the terms of the franchise agreement are binding (subject to

merger clause state law). Any representations or promises made outside the

(subject to disclosure document and franchise agreement may not be

state law) enforceable. Nothing in any agreement is intended to disclaim the
express representations made in the Franchise Disclosure
Document, its exhibitions and amendments.

u. Dispute Section 7.3 You must bring all disputes before our President and/or or Chief

resolution by Executive Officer at our headquarters prior to bringing a claim

arbitration or before a third party. After exhausting this internal dispute

mediation resolution procedure, at our option, all claims or disputes

(subject to between you and us must be submitted first to mediation in

state law) Desoto County, Mississippi in accordance with the American
Arbitration Association’s Commercial Mediation Rules then in
effect.

v. Choice of forum | Section 7.13 Subject to applicable state law...All claims not subject to

(subject to state mediation must be brought before a court of general jurisdiction in

law) Desoto County, Mississippi, or the United States District Court for
the Northern District of Mississippi. You consent to the personal
jurisdiction and venue of any court of general jurisdiction in
Desoto County, Mississippi, and the United States District Court
for the District of Mississippi. Please see the State Specific
Addenda attached as Exhibit Hto
this Disclosure Document for further details.

w. Choice of law Section 7.10 Subject to applicable state law...The laws of the State of

Mississippi govern.
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THE CLUB IENTIFIC FRANCHISE RELATIONSHIP
Section in
Provision Club Scie_n tific Summary
Franchise
Agreement
a. Length of the Section 5.1(a) Ten years.

franchise term

b. Renewal or
extension of the
term

Section 5.1(b)

If you are in good standing, you may renew for one ten-year
period.

¢. Requirements
for you to renew
or extend

Section 5.1(b)

Renewal — Renewal means you, upon the expiration of the
original term of the franchise agreement, have the right to enter
into a new agreement according to the then-current terms and
conditions. You will have the right to acquire a successor
franchise for a term of ten (10) years. Notify us of your desire to
renew 6-12 months before the end of the term; sign a new
agreement (which may include materially different terms and
conditions from your original agreement); Demonstrate that you
have satisfied all monetary obligation you to us, our affiliates or
any suppliers and vendors of products and services used by your
franchised business; you execute a general release in a form
prescribed by us; you comply with our then current standards for
new Club Scientific franchisees; pay a renewal fee equal to
$1000 for a Teach Territory, $2000 for a Teach Plus Territory, or
$2500 for a Co-Branded Territory; and you present evidence to
us that you have the right to remain in possession of the
franchised business’s premises. We may also require you to sign
a Renewal Addendum.

d. Termination Sections 5.2(a) | You have no contractual right to terminate the Franchise

by you and (b) Agreement. You may have the right to terminate the Franchise
Agreement under state law.

e. Termination None We do not have this right.

by us without
cause

f. Termination by
us with cause

Section 5.2(c)

We can terminate only if you default.

g. "Cause"
defined —
defaults that can
be cured

Section 5.2(c)

Except as set forth in Section 5.2(a) or 5.2(b) of the Club
Scientific Franchise Agreement, you have 30 days to a default
under the Club Scientific Franchise Agreement.
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h. “Cause”
defined — non-
curable defaults

Section 5.2(a)

The Club Scientific Franchise Agreement will terminate
automatically without notice or an opportunity to cure if: (i) you
make an assignment for the benefit of creditors, file a voluntary
petition in bankruptcy, are adjudicated bankrupt or insolvent, file
or acquiesce in the filing of a petition seeking reorganization or
arrangement under any federal or state bankruptcy or insolvency
law, or consent to or acquiesce in the appointment of a trustee
or receiver for you or the Club Scientific Franchised Business;
(i) proceedings are commenced to have you adjudicated
bankrupt or to seek your reorganization under any state or
federal bankruptcy or insolvency law, and such
proceedings are not dismissed within 60 days, or a trustee or
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Club Scientific
Franchise
Agreement

Summary

Section 5.2(b)

receiver is appointed for you or the Club Scientific Franchised
Business without your consent, and the appointment is not
vacated within 60 days; (iii) you purport to sell, transfer, or
otherwise dispose of your interest in the Club Scientific
Franchised Business without our written approval.

We have the right to terminate the Club Scientific Franchise
Agreement with notice without providing you an opportunity to
cure if: (i) you or any of your company’s owners made any false
representations to us in connection with your franchise
application; (ii) you fail to successfully complete training; (iii) you
fail to open the Club Scientific Franchised Business within 12
months of signing the Club Scientific Franchise Agreement;

(iv) you are more than 10 days late in your payment of any
amount due to us under the Club Scientific Franchise Agreement
or to any supplier and fail to make payment within 5 days after
we notify you of the breach; (v) if you lease commercial space,
you default under the lease for the Site; (vi) you or your
company’s principals disclose any confidential information in
violation of Section 3.2 of the Club Scientific Franchise
Agreement; (vii) you or your company’s owners make any
unauthorized use of the Club Scientific Marks; (viii) you fail to
maintain insurance as required under the Club Scientific
Franchise Agreement; (ix) you fail to service any international,
national or regional company for which we have an arrangement
under which you are required to provide Club Scientific Programs
or services; (x) you knowingly maintain false books and records
or submit reports to us which understate your Gross Revenue
three or more times during the term of the Club Scientific
Franchise Agreement; (xi) you fail to comply with any law or
regulation applicable to the Club Scientific Franchised Business
within 15 days after notice; (xii) you attempt to transfer the Club
Scientific Franchised Business without our approval; (xiii)in the
event of your death or disability, the Club Scientific Franchise
Agreement is not assigned as required under Article IV of the
Club Scientific Franchise Agreement; (xiv) you or your
company’s owners are convicted of, plead guilty or no contest to,
a felony or any other crime or offense, or engage in dishonest,
deceptive or unethical conduct that may, in our opinion,
adversely affect the reputation of the Club Scientific Franchised
Business or the Club Scientific System; (xv) you fail to operate
the Club Scientific Franchised Business for 10 consecutive days
without our consent; (xvi) you fail to pay taxes; (xvii) you commit
three or more defaults in any 12 month period; (xviii) your assets
are blocked under any law or regulation relating to terrorists’
activities; (xix) you default under any financing agreement for the
Club Scientific
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Franchised Business: (xx) any other franchise agreement
between you and us or any of our affiliates is terminated due to
your breach.

i. Your
obligations on
termination
/nonrenewal

Section 5.3

Upon termination or expiration of the Franchise Agreement, you
must: (i) remit to us outstanding royalties, advertising payments
and other amounts owed under the Club Scientific Franchise
Agreement; (ii) if applicable, pay the liquidated damages under
Section 5.2(b); (iii) remit to us a complete list of customers; (iv) if
we do not exercise our option to purchase your Club Scientific
Franchised Business, remove and deliver to us all printed
materials containing the Club Scientific Marks and remove all
electronic copies of the same; (v) assign to us the dedicated
telephone number; (vi) cease all use of the Club Scientific Marks
and System; (viii) cancel any fictitious name filing: (ix) comply
with post term covenants of the Club Scientific Franchise
Agreement; (x) return the confidential Operations Manual and all
Confidential Information in your possession; (xi) permit us to
make a final inspection of your records; (xii) execute from time to
time any necessary papers or documents

to effectuate termination or nonrenewal.

j- Assignment of
contract by us

Section 4.1

No restriction on our right to assign.

k. “Transfer” by
you — defined

Section 4.2(b)

The term “Transfer” means your (or your company’s owner’s)
voluntary, involuntary, direct or indirect assignment, sale, gift,
pledge or other disposition of any legal or beneficial interest in:
(i) the Club Scientific Franchise Agreement, (ii) any material asset
of the Club Scientific Franchised Business; (iii) the lease or
ownership of the premises of the Club Scientific Franchised
Business (unless we agree to a relocation or unless the transfer
of ownership does not affect your leasehold rights and
obligations), or (iv) your company, whether in the form of equity
or a voting interest. “Transfer” also includes (i) the merger or
consolidation of your company; (ii) the issuance of additional
securities or other ownership interests of your company, and (iii)
the admission or departure of a partner or owner. It includes
transfers resulting from proceedings under the U.S. Bankruptcy
Code or any similar law, and transfers resulting fromdivorce.

I. Our approval of
a transfer by you

Section 4.2(a)

You may not transfer the Club Scientific Franchise Agreement
without our prior written consent. We may withhold our approval
to a transfer unless the conditions in “m” below have been met.
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m. Conditions for
our approval of
the transfer

Section 4.2(d)

The transferee meets our criteria for new franchisees; you are in
compliance with your Franchise Agreement and all related
agreements; transfer fee is paid; transferee agrees to and
executes a new Franchise Agreement; you acknowledge
continuing confidentiality and non- compete requirements; the
transferee obtains the permits and licenses required for the
operation of the franchised business; the new manager is trained;
we approve the terms of the transfer; you request that we provide
the prospective transferee with our current form of disclosure
document; you notify us of the closing. We may also require you
to sign a Consent to Transfer Agreement. We may withhold or
condition our consent to any transfer as we deem appropriate
basedon

the circumstances of the transfer or otherwise.

n. Our right of
first refusal to
acquire your
business

Section 4.3

You must first offer to sell to us on the same terms and conditions
as those offered by a third party; provided that we may substitute
cash for any form of payment proposed in the Third-Party Offer;
and we will have a minimum of 60 days to after giving notice to
you to prepare for closing. We will notify you, within thirty (30)
days after receiving the offer, whether we wish to exercise our
right to purchase your business.

0. Our option to
purchase your
business

Section 5.4

On termination or expiration and nonrenewal, we may purchase
the assets, including inventory and equipment at their fair market
value.

p. Your death or
disability

Sections 4.2(f)
and (g)

Upon your death or disability, or the death or disability of the
owner of a controlling interest in your company, if the Club
Scientific Franchised Business is not actively managed by a
Managing Owner who has attended and successfully completed
training, you or your deceased or disabled owner's executor,
administrator or other personal representative must, within 30
days of the date of death or disability, appoint a Managing Owner
to operate the Club Scientific Franchised Business. The
appointed Managing Owner must complete the training at your
expense. We have the right to appoint a manager and charge you
or your estate a reasonable management fee in the event we
appoint a manager.
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g. Non- Section 3.3(a) You agree that during the term of the Club Scientific Franchise
competition Agreement and any renewal thereof, you will not, directly or
covenants indirectly (through one of your company’s affiliates or owners or

during the term
of the franchise

a member of the immediate family of any owner), either (i) have
a direct or indirect interest in a Competitive Business located or
operating anywhere in the U.S. or in any other country in which
we have a licensee; (ii) perform services as a director, officer,
manager, employee, consultant, representative, agent or
otherwise for any such Competitive Business or lend money to,
extend credit to any Competitive Business; (iii) divert or attempt
to divert any business or customer or student of the Franchised
Business to any competitor in any manner; or (iv) recruit or hire
any person who is our employee or the employee of any Club
Scientific Business (whether company or affiliate-owned or
franchised) or who has been our employee or the employee of
any Club Scientific Business within the six month period before
such recruiting or hiring without the prior written permission of
that person’s employer

The term “Competitive Business” means any business that offers
educational science programs or similar science themed
enrichment activities or services or grants franchises or licenses
to others to operate such a business (other than a Club Scientific
Business operated under a franchise agreement with us or our
affiliate). The restrictions of this section will not apply to the
ownership of publicly traded securities that constitute less than
three percent (3%) of a class of ownership interests of the
issuing company.
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Section in
Club Scientific

Provision Franchise Summary
Agreement
r. Non- Section 3.3(c) Upon the expiration of this Agreement, your termination of this
competition Agreement without cause, our termination of this Agreement in

covenants after
the franchise is
terminated or
expires

accordance with its terms and conditions, or your transfer in
accordance with Article IV, you and your company’s owners
agree for a period of two years following such expiration,
termination or transfer, that you will not, directly or indirectly
(through one of your company’s affiliates or owners or a member
of the immediate family of any owner), either (i) have a direct or
indirect ownership interest in a Competitive Business located or
operating in the Territory or within 30 miles of the location of any
Club Scientific Business operating anywhere in the world at the
time of such expiration, termination or transfer;

(ii) perform services as a director, officer, manager, employee,
consultant, representative, agent or otherwise for any such
Competitive Business or lend money to, extend credit to any
Competitive Business; (iii) divert or attempt to divert any business
or customer or student of the Franchised Business to any
competitor in any manner; or (iv) recruit or hire any person who
is our employee or the employee of any Club Scientific Business
(whether company or affiliate-owned or franchised) or who has
been our employee or the employee of any Club Scientific
Business within the 12-month period before such recruiting or
hiring without the prior written permission of that person’s
employer.

s. Modification of | Section 8.8 The Club Scientific Franchise Agreement may not be modified

the franchise except by a written document signed by both parties.

agreement

t. Integration/ Section 8.8 Only the terms of the franchise agreement are binding (subject to

merger clause state law). Any representations or promises made outside the
disclosure document and franchise agreement may not be
enforceable. Nothing in any agreement is intended to disclaim the
express representations made in the Franchise Disclosure
Document, its exhibitions and amendments.

u. Dispute Section 7.3 You must bring all disputes before our President and/or or Chief

resolution by
arbitration or
mediation

Executive Officer at our headquarters prior to bringing a claim
before a third party. After exhausting this internal dispute
resolution procedure, at our option, all claims or disputes
between you and us must be submitted first to mediation in
DeSoto County, Mississippi in accordance with the American
Arbitration Association’s Commercial Mediation Rules then in
effect.
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Section in
Club Scientific

Provision Franchise Summary
Agreement
v. Choice of Section 7.13 Subject to applicable state law...All claims not subject to
forum mediation must be brought before a court of general jurisdiction in

DeSoto County, Mississippi, or the United States District Court for
the Northern District of Mississippi. You consent to the personal
jurisdiction and venue of any court of general jurisdiction in
DeSoto County, Mississippi, and the United States District Court
for the Northern District of Mississippi. Please see the State
Specific Addenda attached as Exhibit H to this Disclosure

Document for further details

w. Choice of law | Section 7.10 Subject to applicable state law...The laws of the State of
Mississippi govern.

ITEM 18
PUBLIC FIGURES

We do not use any public figure to promote our franchise.

ITEM 19
FINANCIAL PERFORMANCE REPRESENTATIONS

FTC’s Franchise Rule permits a franchisor to provide information about the actual or potential financial
performance of its franchised and/or franchisor-owned outlets, if there is a reasonable basis for the
information, and if the information is included in the disclosure document. Financial performance
information that differs from that included in Item 19 may be given only if: (1) a franchisor provides the
actual records of an existing outlet you are considering buying; or (2) a franchisor supplements the
information provided in this Item 19, for example, by providing information about possible performance
at a particular location or under particularcircumstances.

Some outlets have earned this amount. Your individual results may differ. There is no
assurance that you’ll earn as much.

KidzArt Background
This Item sets forth certain historical revenue information for 12 franchisee owned KidzArt Franchised
Businesses (“KidzArt Reporting Franchisees”) that responded to our request for written substantiation
of their monthly performance data that we included in this Item 19 report for the 2024 calendar year,
January 1 to December 31 (the “Measurement Period”). We requested such data from all 13 of our
KidzArt franchisees that were in operation during the Measurement Period. Four(4) KidzArt
Franchisees that have reported in this category previously, have been moved to a new section titled
Co-Branded franchisees. These four(4) KidzArt Franchisees have also purchased a Club Scientific
franchise. They are operating a KidzArt and Club Scientific or Co-Branded franchise within the same
territory. A franchisee is reported in only one category. The KidzArt Reporting Franchisees listed, in
this Item 19, represent the franchisees who submitted their full requisite information. The reporting
franchisees have operated for periods ranging from 3-20 years. A KidzArt franchisee decides how
much they want to work and how big they want their business to grow. They chose to work full or part-
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time. A franchisee is responsible for contacting and signing up schools that will hold classes. Then
they market to area families to fill those classes. We provide training and loan you our “Best Practices”
Operation manual with information you will use to build your business. Your effort will determine your
business results.

1.

2.

Reporting franchisees operated a minimum of 10 out of the 12 months, full or part-time

during the Measurement Period.

We offer multiple art classes for children and adults between the ages of 2-102. Reporting
franchisees all offered more than one type of class. One reporting franchisee (the “Core Art
Franchisee” operates a core art program (teaches art every day to many schools in the district.)
This school district has thousands of students attending art class each week. The district pays
the franchisee monthly. This school district is the majority of the Core Art Franchisee’s business.
Each class is part of a 4-6 week session. A school year is usually 36 weeks or 6, 6 week
sessions. A franchisee may hold up to 36 weeks of afterschool classes if allowed.

Summer camps are popular. Each franchisee sets their camp price. Camps do not exceed
30 kids.

COVID-19 impacted operations by either closing or reducing in-school learning, depending
on state and city restrictions.
To offset the reduced class sizes and closings, we pivoted by developing online virtual
programs at the onset of COVID-19. Franchisees provided classes either virtual and/or
recorded for those areas where in-person instruction was prohibited. These offerings allowed
unlimited participation and were not limited to school districts or territories. 9 of the 11
reporting franchisees offered online virtual programs.

Franchisees that maintained a studio prior to COVID-19 offered sessions to assist students
during their virtual online regular schooling sessions. Students receive assistance with online
instruction, help in maintaining internet connectivity, tutoring, and in-person KidzArt classes.
Two of the 11 reporting franchisees reported an increase in revenue during COVID-19 by
pivoting to offering online virtual programs from in-school learning.
The Core Art Franchisee is an affiliate of the Franchisor. Therefore, we are including columns
in the tables below that both include and exclude the Core Art Franchisee.

We excluded one (1) KidzArt franchisees who failed to respond to us with written substantiation
in advance of the applicable deadline.

Part I: Annual Gross Revenue

The following Tables I(A) illustrates the Annual Gross Revenue' information for the KidzArt
Reporting Franchisees during the Measurement Period.

Table I(A) - Annual Gross Revenue

Annual Gross Revenue

Excluding the Core Art
Franchisee

Including the Core Art
Franchisee

Number of KidzArt
Franchisees

Reporting

10

11
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Average Annual Gross Revenue? $213,220.24 $292,051.91
Median Annual Gross Revenue®* $89,773.64 $107,619.62
High Annual Gross Revenue $689,722.58 $1,001,537.00
Low Annual Gross Revenue $29,100.00 $29,100.00

Notes to Table I(A):

1. Annual Gross Revenue is defined in your franchise agreement as the total of all sales
made in the operation of the Franchised Business, whether collected or not. Annual Gross
Revenue does not include: (i) federal, state or municipal sales or use taxes collected from
customers for payment to the appropriate taxing authorities; (ii) promotional or discount coupons
to the extent that no revenue is realized; (iii) compensation for services or products provided to
your employees if you did not charge the employee, or for any portion not paid for by an employee;
or (iv) adjustments and credits to the extent they were previously included in Gross Revenue on
which a royalty fee was paid.

2. The Average Annual Gross Revenue is defined as the sum of the Annual Gross Revenues
of the KidzArt Reporting Franchisees for each territory divided by the number of KidzArt Reporting
Franchisees.

3. The Median Annual Gross Revenue means the amount that falls in the middle when all
other amounts disclosed are arranged highest to lowest. In other words, 40% of the KidzArt
Reporting Franchisees exceeded the median value and 60% did not (for each territorysize).

4. Of the ten KidzArt Reporting Franchisees (excluding the Core Art Franchisee), twoKidzArt
Reporting Franchisees, or 20%, exceeded the Average Annual Gross Revenue.

5. Of eleven KidzArt Reporting Franchisees including the Core Art Franchisee, three KidzArt
reporting Franchisees, or 30% exceeded the Average Gross Revenue.
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Part Ill: Average Students per Month and Price per Student per Class in Session

The following Tables II(A) illustrate the Average Students per Month in Session for eleven of the
KidzArt Reporting Franchisees during the Measurement Period. The following Table 1I(B)
illustrates the Average Price each Student in Session pays per Class for all elevenKidzArt
Reporting Franchisees during the Measurement Period.

, Table lI(A) - Average Students per Month in Session

Average Students per | Excluding Core | Including Core Art
Month with or without Art Franchisee Franchisee
franchisee operating a
core art franchise

Number of KidzArt
Reporting Franchisees
Average Number of
Average Students per 321 4,543
Month in Session?3

10 11

Median Number of Average
Students per Month in
Session*

High Number of Average
Students per Month in
Session

Low Number of Average
Students per Month in 28 28
Session’

222 240

1,040 42,250

Notes to Table lI(A):

1. One KidzArt Reporting Franchisee receives a substantial amount to provide art instruction for
an entire local school district and, because of this services, it averaged 42,250students per month
(the “Core Art Franchisee”). While this is a substantially higher number of students than all other
KidzArt Reporting Franchisees, this KidzArt Reporting Franchisee operates in a territory having
45,000 or more Qualifying Households and was able to secure a stream of revenue that we highly
encourage all franchisees to pursue. However, because the average number of students is
significantly higher than that of any other KidzArt Reporting Franchisee, we are including columns
in this Table II(A) that both include and exclude the Core Art Franchisee. See Part IV of this Item
for more information about certain selected streams ofrevenue.
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2. For each KidzArt Reporting Franchisee, the “Average Students per Month in Session is
calculated by taking the total number of students the Reporting Franchisees provided instruction
during the Measurement Period and dividing that sum by the number of months the franchisee is
in session. Nine KidzArt Reporting Franchisees had 12-month sessions and two (including the
Core Art Franchisee) had 10-month sessions.

3. The Average Number of Students per Month in Session is defined as the sum of the Average
Students per Month in Session of the KidzArt Reporting Franchisees, divided by the number of
KidzArt Reporting Franchisees.

4. The Median Number of Average Students per Month in Session means the Average
Number of Students per Month in Session that falls in the middle when all Average Students per
Month in Session for all KidzArt Reporting Franchisees disclosed are arranged highest to lowest.
If there are an even number of data, the median is the average of the middle two numbers.

5. Of the tenKidzArt Reporting Franchisees operating in a Territory (excluding the Core Art
Franchisee), three Reporting Franchisees, or 30%, exceeded the Average Number of Average
Students per Month in Session.

6. Of the KidzArt Reporting Franchisees operating in a Territory (including the Core Art

Franchisee), no Reporting Franchisees exceeded the Average Number of Average Students per
Month.

Table lI(B) - Average Price each Student pays per Class in Session

Average Price each Student Excluding Core Including Core
pays per Class Art art
Franchisee Franchi

see
Number of KidzArt Reporting
Franchisees 10 11
Average Amount of Average $15.68 $14.30
Price Students Pay perClass in
Session'-?
Median Amount of Average $15.59 $15.07
Price Students Pay per Class in
Session 3
High Amount of Average Price $26.05 $26.05
Students Pay per Class in
Session
Low Amount of Average Price $4.00 $1.84

Students Pay per Class in
Session®
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Notes to Table II(B):

1. For each KidzArt Reporting Franchisee, the “Average Price Students Pay per Class in
Session is calculated by taking the total revenue generated from the KidzArt Reporting
Franchisees providing instruction during the Measurement Period and dividing that sum by the
number of students in session the KidzArt Reporting Franchisee provided instruction during the
Measurement Period. Ten KidzArt Reporting Franchisees had 12-month sessions and two
(including the Core Art Franchisee) had 10-month sessions.

2. The Average Amount of Average Price Students Pay per Class in Session is defined as
the sum of the Average Price Students pay per Class in Session of the KidzArt Reporting
Franchisees, divided by the number of KidzArt Reporting Franchisees for each territory size.

3. The Median Amount of Average Price Students Pay per Class in Session means the Average
Price Students pay per Month in Session that falls in the middle when all Average Price Students pay
per Month in Session for All KidzArt Reporting Franchisees disclosed are arranged highest to
lowest. Ifthere are an even number of data, the median is the average of the middle two numbers.

4. Of the ten KidzArt Reporting Franchisees operating (excluding the Core Art Franchisee),
four KidzArt Reporting Franchisees, or 40%, exceeded the Average Amount of Average Price
Students Pay per Class.

5. Of the eleven KidzArt Reporting Franchisees operating including the Core Art Franchisee,
five KidzArt Reporting Franchisees, or 55%, exceeded the Average Amount of Average Price
Students Pay per Class.

6. The core Art program franchisee charges per student are much lower than normal due to
the high volume of students receiving instruction and the reduced class time throughout the school
year.

Part lll: Average Classes and Locations per Month in Session

The following Tables IlI(A) illustrates information about Average Classes per Month for eleven
KidzArt Reporting Franchisees during the Measurement Period. The following Tables IlI(B)
illustrates the Average Locations per Month for all eleven KidzArt Reporting Franchisees during
the Measurement Period.
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Table IlI(A) - Average Classes per Month in Session

Average Classes per Month | Excluding the | Including the Core Art
in Session Core Art Franchisee
Franchisee
Number of KidzArt Reporting
: 10 11

Franchisees
Average Number of Average
Classes per Month in 35 217
Session'?#
Median Number of Average 20 21
Classes per Month in Session®
High  Number of. Averqge 10 1,850
Classes per Month in Session 5
Low Number of Average 18 18
Classes per Month in Session

Notes to Table llI(A):

1. For each KidzArt Reporting Franchisee, the “Average Classes per Month in Session” is

calculated by taking the total number of classes the KidzArt Reporting Franchisee taught during
the Measurement Period and dividing that sum by the number of months the franchisee is in
session. NineKidzArt Reporting Franchisees had 12-month sessions and two (including the Core
Art Franchisee) had 10-month sessions.

2. The Average Number of Average Classes per Month in Session is defined as the sum of
the Average Classes in Session per Month of the KidzArt Reporting Franchisees, divided by the
number of KidzArt Reporting Franchisees

3. The Median Number of Average Classes per Month in Session means the Average
Classes per Month in Session that falls in the middle when all Average Classes per Month in
Session for all KidzArt Reporting Franchisees disclosed are arranged from highest to lowest. If
there are an even number of data, the median is the average of the middle two numbers.

4. Of the ten KidzArt Reporting Franchisees operating (excluding the Core Art Franchisee),
threeof the KidzArt Reporting Franchisees, or 30%, exceeded the Average Number of Average
Classes per Month in Session.

5. Of the eleven KidzArt Reporting Franchisees operating including the Core Art Franchisee,

oneof the KidzArt Reporting Franchisees, or 9%, exceeded the Average Number of Average
Classes per Month in Session.

Table lli(B) - Average Number of Average Locations per Month in Session

Average locations per Excluding Core Art | Including Core Art
month in Session Franchisee franchisee
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Number of KidzArt
Reporting Franchisees

10

11
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Average Locations per
Month in Session'2 10 11
Median Number of Average
Locations per Month in
Session?®

High Number of Average
Locations per Month in
Session

Low Number of Average
Locations per Month in
Session

26 26

Notes to Table IlI(B):

1. For each KidzArt Reporting Franchisee, the “Average Locations per Month in Session” is
calculated by taking the total number of Locations the KidzArt Reporting Franchisees used to
provide instruction to students during the Measurement Period and dividing that sum by the number
of months the franchisee is in session. NineKidzArt Reporting Franchisees had 12-month sessions
and two (including the Core Art Franchisee) had 10-month sessions.

2. The Average Number of Average Locations per Month in Session is defined as the sum
of the Average Locations per Month in Session of the KidzArt Reporting, divided by the number
of KidzArt Reporting Franchisees for each territory size.

3. The Median Number of Average Locations per Month in Session means the Average
Locations per Month in Session that falls in the middle when all Average Locations per Month in
Session for KidzArt Reporting Franchisees disclosed are arranged highest to lowest. If there are
an even number of data, the median is the average of the middle two numbers.

4. Of the tenKidzArt Reporting Franchisees operating, (excluding the Core Art Franchisee)
threeKidzArt Reporting Franchisees, or 30%, exceeded the Average Number of Average
Locations perMonth in Session.

5. Of the eleven KidzArt Reporting Franchisees operating including the Core Art Franchisee,
fourKidzArt Reporting Franchisees, or 44%, exceeded the Average Number of Average Locations
per Month in Session.

Part IV: Selected Streams of Revenue

The following Tables IV(A) and IV(B) illustrate information about two selected streams of revenue
for the KidzArt Reporting Franchisees during the Measurement Period. We encourage our
franchisees to pursue several streams of revenue to increase the value and profitability of their
Franchised Business. Two of these streams of revenue include revenue derived from: (i) from the
school district with the Core Art programs (“Core Art Revenue”); and (ii) instruction provided at
camps (“Camp Revenue”).
Table IV(A) — Core Art Program Revenue
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KidzArt Reporting Franchisee Revenue from Core Art Program

Franchisee $1,001,537.
00

Notes to Table IV(A):

This Table shows the revenue received by one KidzArt Reporting Franchisee who was able
to secure core art programs from school districts during the Measurement Period.
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One KidzArt Reporting Franchisee receives a substantial amount to service an entire local school
district (as referenced above in Note 1 to Table II(A)). This is higher than most Franchisees
receive; however, this is a stream of revenue that we highly encourage all franchisees to pursue.

Table IV(B) — Average Camp Revenue

Average Camp Revenue
Number of KidzArt Reporting 11
Franchisees
Number of KidzArt Reporting 7
Franchisees who held camps
Average Camp Revenue' $101,020.08
Territory Size
Median Camp Revenue? $47,543
.50
High Camp Revenue $397,22350
Low Camp Revenue $2,297.
63
Notes to Table IV(B):
1. This Table shows seven of the eleven KidzArt Reporting Franchisees who were able to

derive revenue from providing instruction at camps during the Measurement Period. Each of the
seven KidzArt Reporting Franchisees offered camps for a minimum of one month during the
Measurement Period. Four of the reporting franchisees did not offer camps. These camps were
divided by the number of KidzArt Reporting Franchisees that received Camp Revenue during the
Measurement Period. The Core Art Programs did not offer camps.

2. The Median Camp Revenue means the Average Camp Revenue amount that falls in the
middle when all KidzArt Reporting Franchisees disclosed are arranged highest to lowest. If there
are an even number of data, the median is the average of the middle two numbers.

3. Of the seven KidzArt Reporting Franchisees operating camps, two KidzArt Reporting
Franchisees, or 14%, exceeded the Average Camp Revenue.

We have not audited or independently verified the data submitted by the KidzArt

Reporting Franchisees and no assurance can be offered that the data does not contain
inaccuracies that an audit might disclose. Written substantiation for the financial performance
representation will be made available to you upon reasonable request.

Some franchises have earned this amount. Your individual results may differ. There is

no assurance that you’ll earn as much.

Club Scientific Background
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As of December 31, 2022, there were zero Club Scientific franchises in this category. Four (4) Club Scientific Franchisee’s
that have reported in this category previously, have been moved to a section titled Co-Branded franchisees. These four (4)
Club Scientific Franchisees have also purchased a KidzArt franchise. They are operating a KidzArt and Club Scientific
franchise placing them in the Co-Branded category. A franchisee is reported in only one category. The Club Scientific
Reporting Franchisee listed, in this item 19, represents one of the four Co-Branded franchisees that has been moved to the
Club Scientific category after electing to not renewal their KidzArt franchise, no longer being Co-branded. The reporting
franchisees offer a representation of their Club Scientific business. They show their results for 1-4 years. The Club Scientific
Reporting Franchisees listed, in this Item 19, did not submitted their full requisite information This Item also sets forth certain
written substantiation of their historical average monthly gross revenue in this item 19 achieved by the Club Scientific
franchisees (the “Club Scientific Reporting Franchisees”) achieved during the Measurement Period. A club Scientific
franchisee decides how much they want to work and how big they want their business to grow. They chose to work full- or
part-time. A franchisee is responsible for contacting and signing up schools that will hold classes. Then they market to area
families to fill those classes. We provide training and loan you our “Best Practices” Operations manual with information you
will use to build your business. Your effort will determine your business results.

Reporting franchisees operated for 10-12 months, full or part-time during the Measurement Period.
Club Scientific is a portable business that rents or uses school classrooms for after-school science classes and
summer camps. Other buildings can be rented and used as well.

We offer science classes for ages 4-14. Reporting franchisees all offered camps & classes.

Afterschool classes and summer camps are parent paid programs offered by all franchisees.

Each class is part of a 4-6-week session. A school year is usually 36 weeks or 6, 6-week sessions. A franchisee may

hold up to 36 weeks of afterschool classes if allowed. Each session has different lessons. Franchisees grow by

adding locations, classes and then fill those classes. Students typically sign up for more than one session.

6. Full class attendance varies. The goal is to fill a class with students. Do not exceed state standards which are usually
up to 10 for pre-school and under. Do not exceed the classroom size limit in the school. Most franchisees cap a class
at 20 students per teacher for elementary. We suggest no more students than a teacher can handle.

7. Summer camps are very popular and are offered by the age group. When you first invest in camps the initial cost is
high. After the first year, you only buy the consumables from then on, which is usually much less. Camps do repeat
because the kids grow out of the age groups and on to the next level. A full week of day camp varies in costs by
camp content. Computers and Robots are more expensive than chemistry experiments. You choose which camps
you want to offer. We also open camp registration early to help generate income to help pay for some camp
expenses. Camps have up to 20 kids.

8. Club Scientific does not encourage a store front. Some franchisees do rent office space if their business out grows

their home office. Storage and training are the biggest reasons. If they have room in the office, they may offer

birthday parties or classes. Do not rent more space to do this in. It usually does not pay to do so.

N —

o kw

Under the Franchise Agreement, you will receive a territory with a population of approximately 15,000 qualifying households
with a Teach Franchise or 30,000 qualifying households with a Teach Plus franchise. A qualified household (ghh) earns an
income over $75,000. We include in the sale of a Teach franchise 15,000 of these (ghh) and 30,000 of these (ghh) in a
Teach Plus franchise. We do not count households that make under $75,000 income as part of the (ghh) households you
need. People with income under $75,000 still pay for classes, but we do not count them as part of the qualified households
for a Club Scientific territory. We know that people with higher incomes have more discretionary money and will spend it on
their children and grandchildren to enrich their education and experiences. We then help you rank the schools in your
territory. The higher-ranking schools are the schools most likely to hold the most parent paid classes. Parents want education
enrichment. As discussed in Item 12, we offer you the right to purchase additional territory in excess of the 15,000 or the
30,000 qualifying households (ghh). The results of Reporting Franchisees disclosed in this ltem 19 are franchisees with
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varying sizes of territory. Between 15,000 — 60,000 ghh.

We have not audited or independently verified the data submitted by the Club Scientific Reporting Franchisees and no
assurance can be offered that the data does not contain inaccuracies that an audit might disclose. Written substantiation for
the financial performance representation will be made available to you upon reasonable request.

Importantly, the success of your franchise will depend largely upon your individual abilities and your market, and the financial
results of your franchise are likely to differ, perhaps materially, from the results summarized in this ltem.
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KidzArt & Club Scientific Co-Branded Background

Any franchisee that owns both a KidzArt and Club Scientific franchise will be reported in this section
going forward. We are no longer reporting each Brand separately. Franchisees find many processes
are the same for each Brand. This reduces costs. School Administrators like working with one owner
that can offer multiple types of classes.

This Item sets forth certain historical revenue information for two franchisee owned KidzArt & Club
Scientific Co-Branded Franchised Businesses (“KidzArt/Club Scientific Reporting Franchisees”) that
responded to our request for written substantiation of their monthly performance data that we included
in this Item 19 report for the 2024 calendar year, January 1 to December 31 (the “Measurement
Period”). We requested such data from both of our Co-Branded franchisees that were in operation
during the Measurement Period. The KidzArt/Club Scientific Co-Branded Reporting Franchisees
listed, in this Item 19, represent the franchisees who submitted their full requisite information. The
reporting franchisees offer a representation of their Co-Branded business. They show their results
from 2-9 years. A Co-Branded franchisee decides how much they want to work and how big they want
their business to grow. They chose to work full or part-time. A franchisee is responsible for contacting
and signing up schools that will hold classes. Then they market to area families to fill those classes.
We provide training and loan you our “Best Practices” Operation manual with information you will use
to build your business. Your effort will determine your business results.

1. Reporting franchisees operated for at least 10 of the 12 months, full or part-time during the
Measurement Period.

2. We offer multiple art classes for children and adults between the ages of 2-102 for art and
children ages 4-14 for science. Reporting franchisees all offered more than one type of
class.

3. Each class is part of a 4-6 week session. A school year is usually 36 weeks or 6, 6-week
sessions. A franchisee may hold up to 36 weeks of afterschool classes if allowed. Each
session has different lessons because our curriculum doesn’t repeat. Franchisees grow
by adding locations. Students typically sign up for multiple sessions.

4. Full class attendance varies. The goal is to fill a class. Do not exceed state standards
which are usually up to 10 for pre-school and under. Do not exceed the classroom size
limit in the school. Most franchisees cap a class between 15-20 students for elementary
art and science. We suggest no more students than a teacher can handle. Adult art
classes are unlimited.

5. Summer camps are popular. Each franchisee sets their camp price. Camps do not exceed
30 kids.

6. Franchisees that maintained a studio prior to COVID-19 offered sessions to assist
students during their virtual online regular schooling sessions. Students receive
assistance with online instruction, help in maintaining internet connectivity, virtual online
class instruction and tutoring.

7. None of the two reporting franchisees reported an increase in revenue during COVID-19
by pivoting to offering online virtual programs from in-school learning.

We requested data from all three of our Co-Branded franchisees that were in operation
during the Measurement Period. The KidzArt/Club Scientific Co-Branded Reporting
Franchisees listed, in this Item 19, represent the franchisees who submitted their full
requisite information. Please note the following Co-Branded franchise data tables represent
the three reporting franchises for each of their KidzArt and Club Scientific outlets.
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Part I: Annual Gross Revenue

The following Tables I(A) illustrate the Annual Gross Revenue' information for the KidzArt/Club
Scientific Co-Branded Reporting Franchisees during the Measurement Period.

Table I(A) - Annual Gross Revenue

Annual Gross Revenue KidzArt Co-Branded Club Scientific Co-
Franchisee Branded Franchisee

Number of KidzArt/Club 2 2

Scientific Co-Branded

Reporting Franchisees

Average Annual Gross $216,508.8 $318,308.81

Revenue? 3

Median Annual Gross $216,508.8 $318,308.81

Revenue? 3

High Annual Gross $257,843.7 $413,906.38

Revenue 0

Low Annual Gross $175,173.9 $222,711.23

Revenue 6
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Notes to Table I(A):

1. Annual Gross Revenue is defined in your franchise agreement as the total of all sales
made in the operation of the Franchised Business, whether collected or not. Annual Gross
Revenue does not include: (i) federal, state or municipal sales or use taxes collected from
customers for payment to the appropriate taxing authorities; (ii) promotional or discount coupons
to the extent that no revenue is realized; (iii) compensation for services or products provided to
your employees if you did not charge the employee, or for any portion not paid for by an employee;
or (iv) adjustments and credits to the extent they were previously included in Gross Revenue on
which a royalty fee was paid.

2. The Average Annual Gross Revenue is defined as the sum of the Annual Gross Revenues
of the KidzArt/Club Scientific Co-Branded Reporting Franchisees for each territory divided by the
number of KidzArt/Club Scientific Co-Branded Reporting Franchisees.

3. The Median Annual Gross Revenue means the amount that falls in the middle when all
other amounts disclosed are arranged highest to lowest If there are an even number of data, the
median is the average of the middle two numbers.

4. Of the two KidzArt/Club Scientific Co-Branded Reporting Franchisees, one KidzArt/Club
Scientific Co-Branded Reporting Franchisees, or 50% exceeded the Average Annual Gross
Revenue.

Part ll: Average Students per Month and Price per Student per Class

The following Tables II(A) illustrate the Average Students per Month for two of the KidzArt/Club
Scientific Co-Branded Reporting Franchisees during the Measurement Period. The following
Table 1I(B) illustrates the Average Price each Student pays per Class for all twoKidzArt/Club
Scientific Co-Branded Reporting Franchisees during the Measurement Period.

Table lI(A) - Average Students per Month

Average Students per Month | All 2 Co-Branded | All 2 Co-

of KidzArt/Club Scientific Co- | KidzArt Branded Club

Branded Franchisees Franchisees scientific
Franchisees

Number  of  KidzArt/Club

Scientific Co-Branded 2 2

Reporting Franchisees

Average Number of Average 137 267

Students per Month?3
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gti?::t? ::rbl\j;r?fhéverage 137 267
g;g2ent[\lsuprzlrjel\}/rlontor:c Aerage 212 475
Students por Month 03 59

Notes to Table II(A):

1. For each KidzArt/Club Scientific Reporting Franchisee, the “Average Students per Month

is calculated by taking the total number of students to whom each of the Reporting Franchisees
provided instruction during the Measurement Period and dividing that sum by twelve.

2. The Average Number of Average Students per Month is defined as the sum of the Average
Students per Month of the KidzArt/Club Scientific Co-Branded Reporting Franchisees, divided by
the number of KidzArt/Club Scientific Co-Branded Reporting Franchisees.

3. The Median Number of Average Students per Month means the Average Students per
Month for all KidzArt/Club Scientific Co-Branded Reporting Franchisees that falls in the middle
when all disclosed are arranged highest to lowest. If there are an even number of data, the median
is the average of the middle two numbers.

4. Ofthe woKidzArt/Club Scientific Co-Branded Reporting Franchisees operating in a Territory

one KidzArt/Club Scientific Co-Branded Reporting Franchisee, or 50%, exceeded the Average
Number of Average Students per Month.

Table lI(B) - Average Price each Student pays per Class

Average Price each | KidzArt Co-Branded | Club Scientific Co-

Student pays per Class | Franchisee Branded Franchisee
Number of KidzArt/Club
Scientific  Co-Branded 2 2

Reporting Franchisees
Average Amount o

Average Price Students $16 $16
Pay per Class'? .82 .82
Median  Amount  of

Average Price Students $16 $16
Pay per Class ? .82 .82
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High Amount of Average
Price Students Pay per $20 $17
Class .64 .94
Low Amount of Average
Price Students Pay per $14 $15
Class .07 .70

Notes to Table II(B):

1. For each KidzArt/Club Scientific Co-Branded Reporting Franchise, the “Average Price
Students Pay per Class is calculated by taking the total revenue generated from providing
instruction during the Measurement Period and dividing that sum by the number of students to
whom each KidzArt/Club Scientific Co-Branded Reporting Franchisee provided instruction during
the Measurement Period.

2. The Average Amount of Average Price Students Pay per Class is defined as the sum of
the Average Price Students pay per Class of the KidzArt/Club Scientific Co-Branded Reporting
Franchisees., divided by the number of KidzArt/Club Scientific Co-Branded Reporting
Franchisees for each territory size.

3. The Median Amount of Average Price Students Pay per Class means the Average Price
Students Pay Per Class that falls in the middle when all KidzArt/Club Scientific Reporting Franchisees
disclosed are arranged highest to lowest. If there are an even number of data, the median is the
average of the middle two numbers.

4, Of the two KidzArt Co-Branded Reporting Franchisees operating, one KidzArt Co-Branded
Reporting Franchisees, or 50%, exceeded the Average Amount of Average Price Students Pay
per Class.

5. Of the two Club Scientific Co-Branded Reporting Franchisees, one or 50% were equal to
the Average Amount of Average Price Students Pay per Class.

Part lll: Average Classes and Locations per Month

The following Tables IlI(A) illustrates information about Average Classes per Month for two
KidzArt/Club Scientific Co-Branded Reporting Franchisees during the Measurement Period. The
following Tables l1I(B) illustrates the Average Locations per Month for all KidzArt/Club Scientific Co-
Branded Reporting Franchisees during the Measurement Period
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Table lli(A) - Average Classes per Month

Average Classes per | KidzArt Co- | Club Scientific Co-
Month of KidzArt/Club | Branded Branded Franchisee
Scientific Co-Branded | Franchisee

Franchisees

Number of KidzArt/Club

Scientific Co-Branded 2 2

Reporting Franchisees
Average  Number of

Average Classes per 21 34
Month'-2
Median Number  of
Average Classes per 21 34
Month?
High Number of Average o4 51
Classes per Month
Low Number of Average 17 15
Classes per Month

Notes to Table IlI(A):

1. For each KidzArt/Club Scientific Reporting Franchisee, the “Average Classes per Month is

calculated by taking the total number of classes the KidzArt/Club Scientific Co-Branded Reporting
Franchisees taught during the Measurement Period and dividing that sum by twelve.

2. The Average Number of Average Classes per Month is defined as the sum of the Average
Classes per Month of the KidzArt/Club Scientific Co-Branded Reporting Franchisees, divided by
the number of KidzArt/Club Scientific Co-Branded Reporting Franchisees

3. The Median Number of Average Classes per Month means the Average Classes per
Month that falls in the middle when all Average Classes per Month for all KidzArt/Club Scientific
Reporting Franchisees disclosed are arranged highest to lowest. In other words, half of the
KidzArt/Club Scientific Co-Branded Reporting Franchisees exceeded the median value stated
above and half did not. If there are two even numbers of data, the median is the average of the
middle two numbers.

4. Of the two KidzArt/Club Scientific Co-Branded Reporting Franchisees operating, one
KidzArt/Club Scientific Co-Branded Reporting Franchisees, or 50%, exceeded the Average
Number of Average Classes per Month.
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Table lli(B) - Average Number of Average Locations per Month

Average locations per | KidzArt Co- | Club Scientific Co-

month Branded Branded
Franchisees Franchisees

Number of KidzArt/Club

Scientific  Co-Branded 2 2

Reporting Franchisees
Average  Number of

Average Locationsper 6 6
Month'2
Median  Number  of
Average Locations per 6 6
Month?3
High Number of Average 10 10
Locations per Month
Low Number of Average 1 1
Locations per Month

Notes to Table I1I(B):

1. For each KidzArt/Club Scientific Co-Branded Reporting Franchisee, the “Average

Locations per Month is calculated by taking the total number of locations the KidzArt/Club
Scientific Co-Branded Reporting Franchisees used to provide instruction to students during the
Measurement Period and dividing that sum bytwelve.

2. The Average Number of Average Locations per Month is defined as the sum of the
Average Locations per Month of the KidzArt/Club Scientific Co-Branded Reporting, divided by the
number of KidzArt/Club Scientific Co-Branded Reporting Franchisees for each territory size.

3. The Median Number of Average Locations per Month means the Average Locations per
Month that falls in the middle when all Average Locations per Month disclosed are arranged
highest to lowest. If there are an even number of data, the median is the average of the middle
two numbers.

4. Of the two KidzArt Co-Branded Reporting Franchisees operating, one KidzArt Co-
Branded Reporting Franchisee, or 50%, exceeded the Average Number of Average Locations per
Month.

5. Of the two Club Scientific Co-Branded Reporting Franchisees operating, one Club
Scientific Co-Branded Reporting Franchisee, or 50%, exceeded the Average Number of Average
Locations per Month.
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Part IV: Selected Streams of Revenue

The following Table IV illustrates information about an additional stream of revenue for the
KidzArt/Club Scientific Co-Branded Reporting Franchisees during the Measurement Period. We
encourage our franchisees to pursue several streams of revenue to increase the value and
profitability of their Franchised Business. One of the revenue streams includes revenue derived
from: (i) instruction provided at camps (“Camp Revenue”).

Table IV Average Camp Revenue

Average Camp Revenue KidzArt Co-Branded | Club Scientific Co-
Franchisees Branded Franchisees

Number of KidzArt/Club

Scientific Co-Branded 2 2

Reporting Franchisees

Average Camp Revenue' $109,730.15 $154,308.94

Territory Size

Median Camp Revenue? $109,730.15 $154,308.94

High Camp Revenue $194,584.63 $167,133.51

Low Camp Revenue $24,911.66 $141,484.37

Notes to Table IV:

1. This Table shows two of the three KidzArt/Club Scientific Co-Branded Reporting
Franchisees who were able to derive revenue from providing instruction at camps during the
Measurement Period. Each of the two KidzArt/Club Scientific Co-Branded Reporting Franchisees
offered camps for a minimum of six months during the Measurement Period These camps were
divided by the number of KidzArt/Club Scientific Co- Branded Reporting Franchisees that received
Camp Revenue during the Measurement Period.

2. The Median Camp Revenue means the Average Revenue per Month that falls in the
middle when all KidzArt/Club Scientific Reporting Franchisees disclosed are arranged highest to
lowest. If there are an even number of data, the median is the average of the middle two numbers.

3. Of the two KidzArt/Club Scientific Co-Branded Reporting Franchisees operating, one
KidzArt/Club Scientific Co-Branded Reporting Franchisees, or 50%, exceeded the Average Camp
Revenue.
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Other than the preceding financial performance representation, KidzArt does not make any financial
performance representations. We also do not authorize our employees or representatives to make any such
representations either orally or in writing. If you are purchasing an existing outlet, however, we may provide
you with the actual records of that outlet. If you receive any other financial performance information or
projections of your future income, you should report it to the franchisor's management by contacting Robert

Denton, P.O. Box 81143, Lansing, Michigan 48908-1143, the Federal Trade Commission, and the appropriate
state regulatory agencies.

ITEM 20
OUTLETS AND FRANCHISEE INFORMATION

Table No. 1
KidzArt Franchised Systemwide
Outlet Summary
2022 - 2024
Outlet Type Year Outlets at the Start of | Outlets at the End of Net Change
Year Year
Franchised
2022 *16 *14 -2
2023 *14 *13 -1
2024 *13 *13 0
Company Owned
2022 0 0 0
2023 0 0 0
2024 0 0 0
Total Outlets
2022 16 *14 -2
2023 14 *13 -1
2024 *13 *13 0

*One of the franchised locations is the Core Art Franchisee which, as mentioned in Item 19, is under common
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ownership with the Franchisor/an affiliate of the Franchisor.
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Table No. 2
KidzArt

Transfers of Outlets from Franchisees to New Owners

(Other than Franchisor)

2022 - 2024
State Year Number of Transfers
California 2022 0
2023 0
2024 0
Colorado 2022 1
2023 0
2024 0
Hawaii 2022 1
2023 0
2024
Florida 2022 0
2023 0
2024 0
Mississippi 2022 0
2023 0
2024 0
North Carolina 2022 0
2023 0
2024 0
Arizona 2022 0
2023 0
2024 0
Total 2022 2
2023 0
2024 0
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Table No. 3
Status of KidzArt Franchised Outlets

2022 — 2024
State Year Outlets | Outlets | Termin Non- Re- Ceased Outlets at
at Start Open ations Renewals acquired Operations | the end of
of Year by - Other the Year
Franchisor Reasons
AL 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2024 0 0 0 0 0 0 0
AZ 2022 0 0 0 0 0
2023 0 0 0 0 0
2024 0 0 0 0 0
CA 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2024 0 0 0 0 0 0 0
Cco 2022 0 0 0 0 0
2023 0 0 0 0 0
2024 2 2
CT 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2024 0 0 0 0 0 0 0
FL 2022 2 0 0 0 0 0 2
2023 2 0 0 0 0 0 2
2024 2 0 0 0 0 0 2
HI 2022 1 0 0 0 0 1 0
2023 0 0 0 0 0 0 0
2024 0 0 0 0 0 0 0
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State Year Outlets | Outlets Termin Non- Re- Ceased Outlets at
at Start Open ations Renewals acquired Operations | the end of
of Year by - Other the Year

Franchisor Reasons
IN 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2024 0 0 0 0 0 0 0
MD 2022 1 0 0 0 0 0
2023 1 0 0 0 0 0
2024 1 0 0 0 0 0
M 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2024 0 0 0 0 0 0 0
MN 2022 1 0 0 0 0 0 1
2023 1 0 0 0 0 0 1
2024 0 0 0 0 0
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State Year Outlets | Outlets | Termina Non- Re- Ceased Outlets at
at Start Open tions Renewals acquired Operations the end of
of Year by - Other the Year

Franchisor Reasons
MS 2022 2 0 0 0 0 0 2
2023 2 0 0 0 0 0 2
2024 2 0 0 0 0 0 2
IL 2022 1 0 0 1 0 0 0
2023 0 0 0 0 0 0 0
2024 0 0 0 0 0 0 0
NJ 2022 2 0 0 0 0 0 2
2023 2 0 0 1 0 0 1
2024 1 0 0 0 0 0 1
NY 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2024 0 0 0 0 0 0 0
NC 2022 2 0 0 0 0 0 2
2023 2 0 0 0 0 0 2
2024 2 0 0 0 0 0 2
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State Year Outlets Outlets | Termina Non- Re- Ceased Outlets at
at Start Open tions Renewals acquire Operations the end of
of Year d - Other the Year

by Reasons
Franchis
or

OH 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2024 0 0 0 0 0 0 0
RI 2022 1 0 0 0 0 0 1
2023 1 0 0 0 0 0 1
2024 1 0 0 0 0 0 1
SC 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2024 0 0 0 0 0 0 0
X 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2024 0 0 0 0 0 0 0

uT 2022 0 0 0 0 0 0 0

2023 0 0 0 0 0 0 0

2024 0 0 0 0 0 0 0

VA 2022 0 0 0 0 0 0 0

2023 0 0 0 0 0 0 0

2024 0 0 0 0 0 0 0

Totals 2022 16 0 0 0 0 2 14
2023 14 0 0 1 0 0 13

2024 13 0 0 0 0 0 13
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Table No. 4
Status of Company-Owned KidzArt Outlets

2022 - 2024
State Year Outlets at Outlets Outlets Outlets Outlets Outlets at
Start of the | Opened Reacquired Closed Sold to End of the
Year from Franchisees Year
Franchisees
Mississip | 2022 0 0 0 0 0 0
pi
2023 0 0 0 0 0 0
2024 0 0 0 0 0 0
Total 2022 0 0 0 0 0 0
2023 0 0 0 0 0 0
2024 0 0 0 0 0 0
Table No. 5
KidzArt Projected Openings as of 12/31/2024
State Franchise Agreements Projected New Projected New
Signed but Outlets Not Franchised Outlets in Company-Owned
Opened Next Fiscal Year Outlets in the Next Fiscal
Year

Florida 0 1 0

Tennessee 0 1 0

Texas 0 1 0

Total 0 3 0
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Table No. 1

Club Scientific Systemwide

Outlet Summary
2022 - 2024
Outlet Type Year Outlets at the Start of | Outlets at the End of Net Change
Year Year
Franchised 2022 1 0 -1
2023 0 1 1
2024 1 1 0
Company Owned 2022 0 0 0
2023 0 0 0
2024 0 0 0
Total Outlets 2022 1 0 -1
2023 0 1 1
2024 1 1 0
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Table No. 2

Club Scientific
Transfers of Outlets from Franchisees to New Owners
(Other than Franchisor)

2022 - 2024
State Year Number of Transfers
Any States 2022 0
2023 0
2024 0
Table No. 3
Status of Club Scientific Franchised Outlets
2022 - 2024
State | Year Outlets at| Outlets | Termina Non- Reacquired Ceased Outlets at
Start of | Opened tions Renewals by Operations End of
the Franchisor — Other the Year
Year Reasons
FL 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2024 0 0 0 0 0 0 0
GA 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2024 0 0 0 0 0 0 0
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State | Year Outlets at | Outlets Termina Non- Reacquired Ceased Outlets at
Start of | Opened tions Renewals by Operations End of
the Franchisor — Other the Year
Year Reasons

MD 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2024 0 0 0 0 0 0 0

MiI 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2024 0 0 0 0 0 0 0

NC 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2024 0 0 0 0 0 0 0

NJ 2022 1 0 0 1 0 0 0
2023 0 1 0 0 0 0 1
2024 1 0 0 0 0 0 1

NY 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2024 0 0 0 0 0 0 0

Totals| 2022 1 0 0 1 0 0 -1
2023 0 1 0 0 0 0 1
2024 1 0 0 0 0 0 1
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Table No. 4
Status of Company-Owned Club Scientific Outlets
2022 - 2024
State Year Outlets at Outlets Outlets Outlets Outlets Outlets at
Start of the Opened Reacquired Closed Sold to End of the
Year from Franchisees Year
Franchisees
M 2022 0 0 0 0 0 0
S

2023 0 0 0 0 0 0

2024 0 0 0 0 0 0
Total 2022 0 0 0 0 0 0
2023 0 0 0 0 0 0
2024 0 0 0 0 0 0

Table No. 5
Club Scientific Projected Openings as of 12/31/2024
State Franchise Agreements Projected New Projected New
Signed but Outlets Not Franchised Outlets in Company-Owned
Opened Next Fiscal Year Outlets in the Next Fiscal
Year
Any States 0 0 0
Total 0 0 0
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Table No. 1

System-wide Co-Branded Franchise OutletSummary

2022 - 2024
Outlet Type Year Outlets at the Start of | Outlets at the End of Net Change
Year Year

Franchised 2022 3 4 1
2023 4 3 -1
2024 3 3 0
Company Owned 2022 0 0 0
2023 0 0 0
2024 0 0 0
Total Outlets 2022 3 4 1
2023 4 3 -1
2024 3 3 0

Table No. 2

Co-Branded

Transfers of Outlets from Franchisees to New Owners
(Other than Franchisor)

2022 - 2024
State Year Number of Transfers
Total 2022 0
2023 0
2024 1
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Table No. 3
Status of Co-Branded Franchised Outlets

2022 - 2024
State | Year Outlets at| Outlets | Termina Non- Reacquired Ceased Outlets at
Start of | Opened tions | Renewals by Operations End of
the Franchisor — Other the Year
Year Reasons
FL 2022 1 0 0 0 0 0 1
2023 1 0 0 0 0 0 1
2024 1 0 0 0 0 0 1
IN 2022 1 0 0 0 0 0 1
2023 1 0 0 0 0 0 1
2024 1 0 0 0 0 0 1
MD 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2024 0 0 0 0 0 0 0
HI 2022 0 01 0 0 0 0 1
2023 1 0 0 0 0 0 1
2024 1 0 0 0 0 0 1
NC 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2024 0 0 0 0 0 0 0
NJ 2022 0 0 0 0 0 0 0
2023 0 0 0 0 0 0 0
2024 0 0 0 0 0 0 0
NY 2022 1 0 0 0 0 0 1
2023 1 0 0 0 0 0
2024 0 0 0 0 0 0 0
Totals | 2022 3 1 0 0 0 0 4
2023 4 0 0 1 0 0 3
2024 3 0 0 0 0 0 3
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Status of Company-Owned Co-Branded Outlets 2022 - 2024

Table No. 4

State Year Outlets at Outlets Outlets Outlets Outlets Outlets at
Start of the | Opened Reacquired Closed Sold to End of the
Year from Franchisees Year
Franchisees
Total
2022 0 0 0 0 0 0
2023 0 0 0 0 0 0
2024 0 0 0 0 0 0
Table No. 5
Co-Branded Franchise Projected Openings as of 12/31/2024
State Franchise Agreements Projected New Projected New
Signed but Outlets Not Franchised Outlets in Company-Owned
Opened Next Fiscal Year Outlets in the Next Fiscal
Year
Michigan 0 0 0
Texas 0 1 0
Total 0 1 0

Exhibit B1 lists the names of all current KidzArt, Club Scientific and Co-Branded
franchisees and the addresses and telephone numbers of their outlets as of the issuance date
of this disclosure document.

Exhibit B2 lists the name, city and state, and the current business telephone number (or,
if unknown, the last known home telephone number) of every franchisee who had an outlet
terminated, canceled, not renewed, or otherwise voluntarily or involuntarily ceased to do
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business under the franchise agreement during our most recently completed fiscal year or who
has not communicated with us within ten weeks of the issuance date of this disclosure document.
If you buy this franchise, your contact information may be disclosed to other buyers when you
leave the franchise system.

During the last three fiscal years, we have signed confidentiality clauses with some
franchisees. In some instances, current and former franchisees sign provisions restricting their
ability to speak openly about their experience with KidzArt. You may wish to speak with current
and former franchisees, although be aware that not all such franchisees will be able to
communicate with you.

Exhibit C1 lists, to the extent known, the names, addresses, telephone numbers, e-mail
address and Web address of each trademark-specific franchisee organization associated with
the franchise system being offered which we have created, sponsored or endorsed.

Exhibit C2 lists the independent franchisee organizations that have asked to be included
in this disclosure document.
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ITEM 21
FINANCIAL STATEMENTS

Attached to this disclosure document as Exhibit D are our audited financial statements as
of December 31, 2024, 2023, and 2022. Our fiscal year end is December 31.

ITEM 22
CONTRACTS

Exhibit F contains copies of the following contracts:

KidzArt Franchise Agreement
Schedule B Guaranty and Assumption of Obligations
Schedule C Confidentiality and Noncompetition Agreement
Schedule D Conditional Assignment of Franchisee’s Telephone Numbers
Schedule E Electronic Funds Withdrawal Authorization

Club Scientific Franchise Agreement
Schedule B Guaranty and Assumption of Obligations
Schedule C Confidentiality and Noncompetition Agreement
Schedule D Conditional Assignment of Franchisee’s Telephone Numbers
Schedule E Electronic Funds Withdrawal Authorization

Exhibit I-1. Renewal Addendum to KidzArt Franchise Agreement (with general release)
Exhibit I-2 Renewal Addendum to Club Scientific Franchise Agreement (with general release)
Exhibit J-1. KidzArt Sample Consent to Transfer Agreement (with general release)

Exhibit J-2. Club Scientific Sample Consent to Transfer Agreement (with general release)

ITEM 23
RECEIPTS

A detachable form for your use to acknowledge your receipt of this disclosure document,
including all exhibits, is attached as Exhibit K at the very end of this disclosure document. You
must date and sign both copies of this receipt and deliver one to us. You should retain the other
original signed receipt page for your records.
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EXHIBIT A

STATE ADMINISTRATORS
AND
AGENTS FOR SERVICE OF PROCESS

State

State Administrator

Agent for Service of Process

California

California  Department  and
Commissioner of  Financial
Protection and Innovation

One Sansome Street, #600 San
Francisco, CA 94104
415-972-8559

320 West 4th Street Suite 750
Los Angeles, CA 90013
213-576-7500 Toll Free 866-
275-2677

2101 Arena Boulevard
Sacramento, CA 95834
916-445-7205

1455 Frazee Road,
Suite 315San Diego,
CA 92108619-525-
4233

Commissioner of the Department of
Financial Protection and Innovation

Connectic
ut

Connecticut  Department  of
Banking

Securities and Business
Investments

Division

260 Constitution Plaza

Hartford, CT 06103-1800
860-240-8109

Banking Commissioner

Hawaii

Department of Commerce and
Consumer Affairs

Business Registration Division
Securities Compliance Branch
335 Merchant Street,

Room 203

Honolulu, HI 96813
808-568-2722

Commissioner of Securities
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State

State Administrator

Agent for Service of Process

Illinois

Illinois Attorney General
Franchise Bureau

500 S. Second Street
Springfield, IL 62706
217-782-4465

Attorney General

Indiana

Indiana Securities Division
Secretary of State

Indiana Gov’t Center South, E-111
Indianapolis, IN 46204
317-232-6681

Secretary of State

Maryland

Office of the Attorney General
Division of Securities

200 St. Paul Place

Baltimore, MD 21202-2020
410-576-6360

Securities Commissioner

Michigan

Attorney General’s Office
Consumer Protection Division
525 W. Ottawa Street

670 Williams Building
Lansing, MI 48909
517-373-7117

Attorney General

Minnesota

Minnesota Department of Commerce
Market Assurance Division

85 7" Place East, Suite280

St. Paul, MN 55101-2198
651-296-6328

Commissioner of Commerce
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New York

NYS Department of Law, Investor
Protection Bureau

28 Liberty St. 21 FL

New York, NY 10005
212-416-8222 Phone

Secretary of State
99 Washington Avenue
Albany, NY 12231

North
Dakota

North Dakota Securities Department
600 East Boulevard Avenue, Fifth Floor
Bismarck, North Dakota 58505-0510
701-328-4712

Securities Commissioner

Rhode
Island

Division of Securities

1511 Pontiac Avenue

John O. Pastore Complex, Bldg 69-1
Cranston, RI1 02920

401-462-9527

Director, Department of Business
Regulation

South
Dakota
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EXHIBIT B1

List of Franchisees as of December 31, 2024

KidzArt Franchisees

Phone
Franchisee |[Numbers Email Billing Address Territory
Alabama
Arizona
10254 E. Canyon
Meadow Dr.Tucson, |East Tuscon
Kaitlyn 520-495-4952  kfrawley@kidzart.com AZ 85747
Frawley

California
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Colorado

5163 Gould Circle |Highland Ranch

Castle Rock, CO & Parker
Natalie (720) 463-8382 | nmartin@kidzart.com 80109
Martin
Natalie (720) 463-8382 5163 Gould Castle Rock
Martin nmartin@kidzart.com Circle Castle

Rock, CO
80109
Florida
Greater Orlando,

Dawn and Hunter’s Creek,
Jason dfarmer@kidzart.com Waterford,
Farmer 407-330-3435  farmer@kidzart.com Baldwin Park &

42357 Middlebrook Ln| Windermere

Orlando, FL 32812

10660 Forrest Hill

Blvd Ste 150 West Palm Beach
Daryl & Erica ejohnson@kidzart.com West Palm Beach, FL
Johnson 561-267-4349 33407

Hawaii

lllinois

Maryland

KidzArt/Club Scientific FDD 2024
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Elizabeth
Slacum
Hodnett

410-363-6337

ehodnett@kidzart.com

3364 Burton Dr.
Ellicot City, MD
21042

Central MD
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Phone

Franchisee | Numbers Email Billing Address Territory
Minnesota
Lisa Maple Grove,
VanWyk Brooklyn Park,
11124 New Hope,
Gettysburg Ave, Plymouth &
763-494-6957 |nwmpls@kidzart.com Champlin, MN Champlin
55316
Mississippi
11820 Norfolk Road |DeSoto County,
Randy & alice@kidzart.com Lake Cormorant, MS |plus Collierville &
Alice Denton |901-634-3200 |randy@kidzart.com 38641 Germantown TN
Mary Ann (601) 607-6019 |mbearman@kidzart.com 415 Woodland
Bearman Hills Court Vicksburg,
Madison MS 39110 Clinton,
Jackson &
Hattiesbur
g
New Jersey
250 Hillside Ave
Tresse Atlantic Highlands, NJ|North Monmouth
Delorenzo |732-872-2357 |[tdelorenzo@kidzart.com 07716 County
North Carolina
Karen &
Derrick 6300 Kit Creek Rd. |Apex, Cary &
Tanzini 716-474-8337  |ktanzini@kidzart.com Morrisville, NC 27560 |Holly Springs
North Raleigh
Chen
Jiang 919-710-4403

cjiang@kidzart.com

4213 Stonewall Dr.
Raleigh, NC 27604
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Phone

Franchisee |Numbers Email Billing Address Territory
Ohio
Rhode Island
16 Apple Valley
o , Pkwy, Greenville, | Warwick
Julie Lamin  [401-921-3285 | Jlamin@kidzart.com RI 02828

South Carolina

Texas

Virginia
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| ientific Franchi

Franchisee | Telephone Email Billing Address Territory

Number

New
York
Cathy 518-479-9888 crichers@clubscientific.com| 29 Oakwood Rd., Albany &
Richers Glenmont, NY 12077 | Schenectady Counties
Co-BrandedFranchisees

Franchisee | Telephone Email Billing Address Territory

Number

Florida
Tyler Burley tburley@clubscientific.co 3538 Dellwood St Johns, St
m, Ave., Augustine & Palm
904-287-8603 tburley@kidzart.com Jacksonville, FL Valley
32258
Indiana
James 12175
Dolan Visionary Way, West Central IN
jdolan@clubscientific.com, | Ste. 200,
317-287-8603 jdolan@kidzart.com Fishers, IN
46038
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Hawaii

(808) 354-5905 adiantonio@kidzart.com 905 Kalaniana’ole Windward
Asia DiAntonio adiantonio@clubscientific@kii Hwy #3304, Room
& Daniel Stock dzart.com 102, Kailua, HI 96734
dstock@clubscientific.com

New York

North Carolina

EXHIBIT B2

FORMER KIDZART FRANCHISEES

These former franchisees transferred their business to a new owner during our most recently
completed fiscal year or as of December 31, 2024.
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FORMER CLUB SCIENTIFIC FRANCHISEES

No franchisee left the system during our most recently completed fiscal year end of
December 31, 2024

FORMER CO-BRANDED FRANCHISEES

Cathy Richers
29 Oakwood Rd.
Glenmont, NY 12077

Transferred to Club Scientific
EXHIBIT C

Exhibit C-1: FRANCHISEE ORGANIZATIONS WE HAVE CREATED, SPONSORED OR
ENDORSED

None as of the date of this disclosure document.
Exhibit C-2: INDEPENDENT FRANCHISEE ASSOCIATIONS

None as of the date of this disclosure document.
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LALLY GROUP, PC

Certified Public Accountants

Empowering Business Leaders with Financial Confidence

Members of KidzArt, LLC
11820 Norfolk Rd.
Lake Cormorant, MS 38641-9719

INDEPENDENT AUDITORS' REPORT

Opinion

We have audited the accompanying financial statements of KidzArt, LLC (a Nevada Limited Liability Company),
which comprise the balance sheets as of December 31, 2024 and 2023, and the related statements of income,
changes in members’ equity, and cash flows for the years then ended, and the related notes to the financial
statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of KidzArt, LLC as of December 31, 2024 and 2023, and the results of its operations and its cash flows
for the years then ended in accordance with accounting principles generally accepted in the United States of
America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Our responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of our report. We are required to be independent of KidzArt, LLC
and to meet our other ethical responsibilities in accordance with the relevant ethical requirements relating to
our audits. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with accounting principles generally accepted in the United States of America, and for the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about KidzArt, LLC’s ability to continue as a
going concern within one year after the date that the financial statements are available to be issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with generally accepted auditing standards will always detect
a material misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is

Jackson Office Lansing Office
110 1stStreet-JACKSON, MICHIGAN 49201 6709 Centurion Drive, Suite 200 - LANSING, MICHIGAN 48917
(517) 787-0064 (517) 627-4008



higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements, including omissions, are considered
material if there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of KidzArt, LLC’s internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the financial
statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about KidzArt, LLC’s ability to continue as a going concern for a reasonable
period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control related matters
that we identified during the audit.

Report on Supplementary Information:

Our audit was conducted for the purpose of forming an opinion on the financial statements taken as a whole.
The supplementary information contained in Schedules 1-4 is presented for the purposes of additional analysis
and is not a required part of the financial statements. Such information is the responsibility of management and
was derived from and relates directly to the underlying accounting and other records used to prepare the
financial statements. The information has been subject to the auditing procedures applied in the audit of the
financial statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is fairly stated in all material
respects in relation to the financial statements for the year ended December 31, 2024 and 2023, as a whole.

Respectfully submitted,

Lally Group, PC
Jackson, Michigan

February 26, 2025



KIDZART, LLC
(A Nevada Limited Liability Company)
LAKE CORMORANT, MISSISSIPPI

BALANCE SHEETS
DECEMBER 31, 2024 AND 2023

ASSETS

CURRENT ASSETS:
Cash and cash equivalents
Accounts receivable, net of allowance for credit losses
Prepaid expenses

Total current assets

PROPERTY AND EQUIPMENT:
Furniture
Less: Accumulated depreciation

Net property and equipment

OTHER ASSETS:
Intangible asset, net of amortization
Restricted cash for advertising fund

Total other assets

Total assets

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
Accounts payable
Accrued payroll liabilities
Accrued taxes
Deferred revenue (current portion)

Total current liabilities

LONG-TERM LIABILITIES:
Deferred revenue (net of current portion)

Total long-term liabilities

MEMBERS' EQUITY (DEFICIT):
Members' equity (deficit)

Total members' equity (deficit)

Total liabilities and members' equity (deficit)

2024 2023
429386 $ 340,143
42,393 39,272
7,633 9,278
479,412 388,693
500 500
500 500

0 0
13,115 12,616
21,373 1,790
34,488 14,406
513,900 $ 403,099
1,637 S 2,312
4,059 147
442 442
4,528 4,397
10,666 7,298
11,025 13,475
11,025 13,475
492,209 382,326
492,209 382,326
513,900 $ 403,099

(The accompanying notes are an integral part of these financial statements)
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KIDZART, LLC

STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2024 AND 2023

2024 2023
SUPPORT AND REVENUES:
Royalties S 328929 S 316,048
Franchise fees 4,670 6,533
Technology fees 6,060 6,715
Advertising fund contributions 38,120 38,364
Other income 3,910 54,350
Total support and revenues 381,689 422,010
EXPENSES:
Franchise development 20,578 18,601
Franchise support 17,184 16,077
Administrative 157,563 152,049
Curriculum development 18,316 19,417
Executive management 28,477 25,919
Professional fees 29,688 25,889
Total expenses 271,806 257,952
NET INCOME S 109,883 S 164,058

(The accompanying notes are an integral part of these financial statements)
4



KIDZART, LLC

STATEMENTS OF MEMBERS' EQUITY
YEARS ENDED DECEMBER 31, 2024 AND 2023

2024 2023
Beginning Balance - Members' Equity (Deficit) S 382,326 S 218,268
Net income 109,883 164,058
Ending Balance - Members' Equity (Deficit) S 492,209 S 382,326

(The accompanying notes are an integral part of these financial statements)
5



KIDZART, LLC

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2024 AND 2023

2024 2023
OPERATING ACTIVITIES:
Net income S 109,883 164,058
Adjustments to reconcile net income to
net cash provided by (used in) operating activities:
Depreciation and amortization 6,501 10,994
Changes in operating assets and liabilities:
(Increase) Decrease in:
Accounts receivable (3,121) 24,989
Prepaid expenses 1,647 (3,730)
Increase (Decrease) in:
Accounts payable (675) (1,367)
Accrued payroll liabilities 3,912 168
Accrued taxes 0 442
Deferred revenue (2,321) (6,533)
NET CASH PROVIDED BY (USED FOR)
OPERATING ACTIVITIES 115,826 189,021
INVESTING ACTIVITIES:
Purchase of intangible assets (7,000) 0
NET CASH PROVIDED BY (USED FOR)
INVESTING ACTIVITIES (7,000) 0
FINANCING ACTIVITIES:
Loan from (repayment to) member 0 (15,000)
NET CASH PROVIDED BY (USED FOR)
FINANCING ACTIVITIES 0 (15,000)
INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS 108,826 174,021
TOTAL CASH AND CASH EQUIVALENTS - BEGINNING 341,933 167,912
TOTAL CASH AND CASH EQUIVALENTS - ENDING S 450,759 341,933
Reconciliation of total cash and cash equivalents to
Balance Sheet:
Cash and cash equivalents S 429,386 340,143
Restricted cash for advertising fund 21,373 1,790
Total cash and cash equivalents S 450,759 341,933
SUPPLEMENTAL DISCLOSURES:
Interest paid S 0 0
S 0 0

(The accompanying notes are an integral part of these financial statements)
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KIDZART, LLC

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Nature of Business -

KidzArt, LLC (the Company) was formed in 2002 in Nevada as a limited liability company. The Company
franchises the operations of home-based offices known as KidzArt®, and Club Scientific® which provide
art and science instruction and products to children and adults through a uniform system that includes
high standards of service, use of quality products, and the business format created and developed by
the Company. Approximately 82% of the franchise sales and royalty revenue relates to KidzArt and the
remaining 18% is Club Scientific. The Company also offers franchises internationally. During the reported
years, the Company’s international revenues represented approximately 2% and 2% of revenues,
respectively. At each year end, approximately 4% and 5%, respectively, of the Company’s receivables
were related to its international franchise operations.

Use of Estimates -

The process of preparing financial statements in conformity with U.S. generally accepted accounting
principles (US GAAP) requires the use of estimates and assumptions regarding certain types of assets,
liabilities, revenues, and expenses. Such estimates primarily relate to unsettled transactions and events
as of the date of the financial statements. Accordingly, upon settlement, actual results may differ from
estimated amounts.

Adoption of ASU 2016-13 -

On January 1, 2023, the Company adopted ASU 2016-13 Financial Instruments - Credit Losses (Topic
326): Measurement of Credit Losses on Financial Instruments, which replaces the incurred loss
methodology with an expected loss methodology that is referred to as the current expected credit loss
(“CECL”) methodology. The measurement of expected credit losses under the CECL methodology is
applicable to financial assets measured at amortized cost, loan receivables and held to maturity debt
securities. It also applies to Off-Balance Sheet (“OBS”) credit exposures not accounted for as insurance
(loan commitments, standby letters of credit, financial guarantees, and other similar instruments) and
net investments and leases recognized by a lessor in accordance with Topic 842 on leases. In addition,
ASC 326 made changes to the accounting for available for sale debt securities.

Revenue Recognition -

The Company earns revenues from contracts with customers, primarily through the sale of franchises.
These revenues are accounted for under ASC 606 using the modified retrospective method. This method
allows the standard to be applied retrospectively through a cumulative catch up adjustment recognized
upon adoption.

Franchise royalties include continuing fees received from franchisees. The Company executes franchise
agreements for each franchise which sets out the terms of the agreements. These agreements require
the franchisee to pay ongoing royalties based on gross sales. Franchise royalties are recognized as
revenue as the corresponding franchise sales occur.



KIDZART, LLC

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

ASC 606 changed the timing in which the Company recognizes initial fees from franchises. The
Company’s policy through December 31, 2018, was to recognize initial franchise fees upon the start of a
new franchise term. Beginning in January 2019, initial franchise fees have been recorded as the
Company satisfies the performance obligation over the franchise term, which is generally 10 years.
Some North American franchisees may be able to defer up to 50% of the initial franchise fee if sales
reach a prescribed level. The deferrable portion of the fee is not recorded as revenue until the time
period specified in the deferral agreement is past, at which point it is recognized as revenue over the
remaining term of the franchise agreement. The Company recognized revenue of approximately $4,670
and $6,533 for the years ended December 31, 2024 and 2023, related to the amount in deferred
revenue as of January 1, 2019.

Franchise fees for training are recognized when the training is complete. Fees for initial supplies are
recognized when the supplies are shipped.

Technology fees are assessed to franchisees on a monthly basis and are recorded as revenue when they
are earned each month.

The Company’s domestic franchise agreements also require franchisees to remit 1% of gross sales but
not less than $25 per month to a marketing and advertising fund. These advertising fund contributions
are recognized as revenue as the corresponding franchise sales occur.

Cash and Cash Equivalents -

Cash and cash equivalents include amounts in demand and time deposit accounts and all highly liquid
debt instruments with original maturities of three months or less. There were deposits in excess of
federally insured limits (FDIC) of SO and $92,298 at year-end for the years ended December 31, 2024
and 2023, respectively.

Accounts Receivable -

The Company adopted ASC 326 using the prospective method for all trade accounts receivable. Results
for periods reporting beginning after and January 1, 2023 are presented under ASC 326 while prior
period amounts continue to be reported in accordance with previously applicable GAAP. The January 1,
2023 transition to ASC 326 required no increase to the ACL.

Royalties are recorded monthly at the minimum contractual obligation and are adjusted as sales reports
are received. The Company uses the reserve method of accounting for losses arising from uncollectible
receivables. Receivables are considered past due 10 days after the end of the preceding month for
royalties and supplies. Specific accounts receivable are evaluated when the Company believes a
franchisee may not be able to meet its financial obligations and are written off against the allowance
after reasonable avenues of collection have been attempted. Relevant assessment factors include the
creditworthiness of the customer and related aging of past due balances. For the reported years, SO and
S0 in receivables were written off as uncollectible, respectively. As of the year-ends, the allowance for
credit losses was $4,400 and $4,400, respectively.

Property and Equipment and Depreciation -

Property and equipment are stated at cost. Maintenance and repairs are expensed as incurred; major
renewals and improvements are capitalized. When items of property or equipment are sold or retired,
the related costs and accumulated depreciation are removed from the accounts and any gain or loss is
included in income. Management annually reviews these assets for impairment.



KIDZART, LLC

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

Property and Equipment and Depreciation (Continued) -

Depreciation is provided over the estimated useful lives of the assets using the double declining and
straight-line depreciation methods, as indicated below.

Method Life
Equipment Straight-line 51to 7 years
Furniture Double-declining balance 7 years

Depreciation expense for each of the years ended December 31, 2024 and 2023, was SO.

Intangible Assets -

The organizational costs related to the development of the Club Scientific brand were contributed to the
Company and are being amortized over 15 years on a straight-line basis. The website development costs
are being amortized over 5 years on a straight-line basis. Amortization expense was $6,501 and $10,994
and accumulated amortization was $66,382 and $59,882 for the years, respectively.

Advertising -

Advertising costs, which are expensed as incurred, consist of those costs directly related to the sale of
franchises by the Company. The expense for the years was $11,238 and $16,224, respectively.

The franchisees contribute a percentage of their sales to an advertising fund, as required by their
franchise agreements. Under the guidance of ASC 606, the Company began recognizing advertising fund
contributions as revenues and advertising fund disbursements as expenses during 2019. Cash restricted
for use by the advertising fund as of December 31, 2024 and 2023, was $21,373 and $1,790,
respectively.

Federal Income Taxes -

The Company, with the consent of its members, has elected under the Internal Revenue Code to be
taxed as an S corporation. In lieu of federal corporate income taxes, the shareholders of an S
corporation are taxed on their proportionate share of the Company’s taxable income. Therefore, no
provision or liability for federal income taxes has been included in the financial statements. It is
expected the Company will declare Subchapter S distributions to the members in an amount sufficient
to pay the income taxes assessed at the member level that are a result of the pass-through income from
the Company.

At times, the Company may be subject to various state and local corporate income taxes, which are
classified as income tax expense and accounted for as such in the financial statements. For these taxing
jurisdictions, income taxes are provided for the tax effects of transactions reported in the financial
statements and consist of taxes currently due.

Professional standards require an analysis of uncertain tax positions for the purpose of determining
whether benefits associated with those positions may be recognized for the financial statement
purposes. Based upon this analysis, no amounts have been identified, or recorded, as uncertain tax
positions. Federal, state and local tax returns generally remain open for examination by the various
taxing authorities for a period of three to four years.



KIDZART, LLC

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

Subsequent Events -

Management has evaluated subsequent events and transactions for potential recognition or disclosure
February 26, 2025, the date the financial statements were available to be issued. No significant events
were identified that would require adjustment to or disclosure in the financial statements.

NOTE 2 - REVENUES AND CONTRACTS WITH CUSTOMERS:

ASC 606 requires the disclosure of information related to balances of contract assets, contract liabilities,
and contract receivables. The term “contract assets” refers to the rights and consideration in exchange
for goods or services that the Company has transferred to a customers when that right is conditional on
something other than the passage of time. The term “contract liabilities” refers to obligations to transfer
goods or services to a customer for which the Company has received consideration (i.e. money up front)
or for which an amount of consideration is due from the customer. Furthermore, the term “contract
receivables” includes unconditional rights to consideration; a right to consideration is unconditional if
only the passage of time is required before payment becomes due.

KidzArt recorded the following contract assets, contract liabilities, and contract receivables as of
December 31:

2024 2023
Contract assets S 0 S 0
Contract liabilities S 15,553 S 17,872
Accounts receivable balance from customer contracts
Balance at January 1 S 0 S 0
Balance at December 31 S 0 S 0

The Company has evaluated the costs associated with contracts and has, as a practical expedient,
elected not to amortize these costs over the life of the contract as it does not have a material effect on
the financial statements.

NOTE 3 - ROYALTY REVENUE CONCENTRATION:

During the current year, the Company received franchise royalties from five franchisees totaling
approximately 62% of total franchise royalty revenue. The individual amounts for these five franchisees
ranged between 8% and 20%. In the previous year, the Company received franchise royalties from five
franchisees totaling approximately 74% of total franchise royalty revenue, ranging from 10-22%
individually. Receivables from these franchisees made up 64% of total receivables as of December 31,
2024, and 61% as of December 31, 2023.
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KIDZART, LLC

NOTES TO FINANCIAL STATEMENTS

NOTE 4 - ALLOWANCE FOR CREDIT LOSSES:

The Company records royalty receivables monthly for its franchisees upon receiving the franchisee’s
sales report for the preceding month. Per ASC 326, an allowance for credit losses related to royalty
receivables from franchisees is established based upon historical collection rates by age of receivable
and adjusted for reasonable expectations of future collection performance, net of estimated recoveries.
The Company periodically assesses its methodologies for estimating credit losses in consideration of
actual experience, trends, and changes in the overall economic environment.

The Company’s royalty receivable and allowance for credit losses were as follows as of December 31:

2024 2023
Royalty receivable S 46,793 S 43,672
Allowance for credit losses (4,400) (4,400)
Royalty receivable, net S 42,393 S 39,272

NOTES - RELATED PARTY:

As of May 21st, 2021, the Company’s president and owners, Robert Denton and Mary Denton, are also
the owners of the largest KidzArt franchise. Fee income received from this commonly controlled entity is
billed at the same rate they were billed prior to obtaining ownership of the company, 7.25% in royalty
fees and 0.5% for ad fund fees. The regular rates charged for a new KidzArt franchise are 8% in royalty
fees and 1% for ad fund fees.

For the years’ ended December 31, 2024 and 2023, the Company received franchise fee income from
this commonly controlled entity of $82,401 and $71,795, respectively. These revenues make up 20% and
19% of total royalty fee revenues, respectively. The Company held receivables from this related party in
connection with this franchise fee revenue at December 31, 2024 and 2023, of $12,295 and $7,672,
respectively.
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(A Nevada Limited Liability Company)
LAKE CORMORANT, MISSISSIPPI

KIDZART, LLC

SCHEDULE 1 - 3 YEAR COMPARATIVE BALANCE SHEETS

DECEMBER 31, 2024, 2023 AND 2022

CURRENT ASSETS:
Cash and cash equivalents

Accounts receivable, net of allowance for

credit losses
Prepaid expenses
Total current assets

PROPERTY AND EQUIPMENT:
Furniture
Less: Accumulated depreciation
Net property and equipment

OTHER ASSETS:
Intangible asset, net of amortization
Restricted cash for advertising fund
Total other assets

Total assets

CURRENT LIABILITIES:
Accounts payable
Accrued payroll liabilities
Accrued taxes
Loan payable - member
Deferred revenue (current portion)
Total current liabilities

LONG-TERM LIABILITIES:

Deferred revenue (net of current portion)

Total long-term liabilities

MEMBERS' EQUITY (DEFICIT):
Members' equity (deficit)
Total members' equity (deficit)

Total liabilities and members' equity (deficit) S

ASSETS
2024 2023 2022
$ 42938 $ 340,143 $ 162,839
42,393 39,272 64,261
7,633 9,278 5,548
479,412 388,693 232,648
500 500 500
500 500 500
0 0 0
13,115 12,616 23,609
21,373 1,790 5,073
34,488 14,406 28,682
$ 513,900 $ 403,099 $ 261,330
LIABILITIES AND NET ASSETS
$ 1,637 $ 2,312 ¢ 3,678
4,059 147 (21)
442 442 0
0 0 15,000
4,528 4,397 6,533
10,666 7,298 25,190
11,025 13,475 17,872
11,025 13,475 17,872
492,209 382,326 218,268
492,209 382,326 218,268
513,000 S 403,009 S 261,330
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KIDZART, LLC

SCHEDULE 2 - 3 YEAR COMPARATIVE STATEMENTS OF INCOME
DECEMBER 31, 2024, 2023 AND 2022

SUPPORT AND REVENUES:
Royalties
Franchise fees
Technology fees
Advertising fund contributions
Other income
Total support and revenues

EXPENSES:
Franchise development
Franchise support
Administrative
Curriculum development
Executive management
Professional fees

Total expenses

NET INCOME

2024 2023 2022

328,929 316,048 S 275,332
4,670 6,533 7,883
6,060 6,715 6,990
38,120 38,364 28,195
3,910 54,350 30,977
381,689 422,010 349,377
20,578 18,601 3,298
17,184 16,077 20,774
157,563 152,049 97,311
18,316 19,417 3,158
28,477 25,919 32,978
29,688 25,889 42,274
271,806 257,952 199,793
109,883 164,058 S 149,584
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KIDZART, LLC

SCHEDULE 3 - 3 YEAR COMPARATIVE STATEMENTS OF MEMBERS' EQUITY
DECEMBER 31, 2024, 2023 AND 2022

2024 2023 2022
Beginning Balance - Members' Equity (Deficit) S 382,326 S 218,268 S 68,684
Net income 109,883 164,058 149,584
Ending Balance - Members' Equity (Deficit) S 492,209 S 382,326 §$ 218,268
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KIDZART, LLC

SCHEDULE 4 - 3 YEAR COMPARATIVE STATEMENTS OF CASH FLOWS
DECEMBER 31, 2024, 2023 AND 2022

2024 2023 2022
OPERATING ACTIVITIES:
Net income S 109,883 164,058 § 149,584
Adjustments to reconcile net income to
net cash provided by (used in) operating activities:
Depreciation and amortization 6,501 10,994 10,994
Credit loss expense 0 0 2,906
Changes in operating assets and liabilities:
(Increase) Decrease in:
Accounts receivable (3,121) 24,989 (38,962)
Prepaid expenses 1,647 (3,730) (920)
Increase (Decrease) in:
Accounts payable (675) (1,367) (34,622)
Accrued payroll liabilities 3,912 168 (174)
Accrued taxes 0 442 0
Deferred revenue (2,321) (6,533) (5,482)
NET CASH PROVIDED BY (USED FOR)
OPERATING ACTIVITIES 115,826 189,021 83,324
INVESTING ACTIVITIES:
Purchase of intangible assets (7,000) 0 0
NET CASH PROVIDED BY (USED FOR)
INVESTING ACTIVITIES (7,000) 0 0
FINANCING ACTIVITIES:
Loan from (repayment to) member 0 (15,000) 0
NET CASH PROVIDED BY (USED FOR)
FINANCING ACTIVITIES 0 (15,000) 0
INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS 108,826 174,021 83,324
TOTAL CASH AND CASH EQUIVALENTS - BEGINNING 341,933 167,912 84,588
TOTAL CASH AND CASH EQUIVALENTS - ENDING 450,759 S 341,933 S 167,912
Reconciliation of total cash and cash equivalents to
Balance Sheet:
Cash and cash equivalents 429,386 S 340,143 S 162,839
Restricted cash for advertising fund 21,373 1,790 5,073
Total cash and cash equivalents 450,759 S 341,933 S 167,912
SUPPLEMENTAL DISCLOSURES:
Interest paid 0 S 0 S 42
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EXHIBIT E

TABLE OF CONTENTS OF MANUALS

KidzArt Operations Manual

Table of Contents

CHAPTER ONE - OVERVIEW 1
CHAPTER TWO —GETTING STARTED 9
CHAPTER THREE — PERSONNEL 42
CHAPTER FOUR —FRANCHISE ADMINISTRATION 218
CHAPTER FIVE — THE KIDZART/ARTINNOVATORS PROGRAM 235
CHAPTER SIX — SALES & MARKETING: PLANNING, BUDGETING, STRATEGIES & TIPS
325
CHAPTER SEVEN - LAUNCHING YOUR PLAN: WINNING LOCATIONS STRUCTURING
PROGRAMS FILLING CLASSES GENERATING VARIEDREVENUE STREAMS 372
CHAPTER EIGHT — DELIVERING EXCELLENT CUSTOMER SERVICE 482

Total pages 527
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KidzArt Curricula Manual

Contents
# of pages Remarks
Curricula Manual 227

Instruction, Techniques, Examples -
Preschool, Elementary, Adult, Seniors
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Club Scientific Operations Manual

CLUB SCIENTIFIC OPERATIONS MANUAL
Table of Contents

Chapter One - Overview
1.1 Welcome

Chapter Two - Getting Started
2.1 Getting Started

Chapter Three - Personnel
3.1 Personnel Hiring Overview

Chapter Four - Franchise Administration
Chapter Five - The Club Scientific Program
Chapter Six - Sales & Marketing: Planning, Budgeting, Strategies & Tips

Chapter Seven - Launching Your Plan: Winning Locations, Structuring Programs,
Filling Classes, Generating Varied Revenue Streams

Chapter Eight - Delivering Excellent Customer Service
Chapter Nine - Online Registration

Chapter 10 - Summer Camp Overview

Chapter Eleven - Summer Camp Orientation and Training
Chapter Twelve - Inventory Control

Chapter Thirteen - Risk Management

Chapter Fourteen - Programs
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KIDZART LLC
KIDZART® FRANCHISE AGREEMENT

THIS KIDZART FRANCHISE AGREEMENT (the “Agreement” or “Franchise
Agreement”) is effective as of between KIDZART LLC, a Nevada limited
liability company (referred to in this Agreement as “we” or“us”), and an__[if  entity.
indicate type and state of formation] (referred to in this Agreement as “you” or “yourcompany”).

BACKGROUND

A. We and our principals and affiliates have expended a considerable amount of time,
effort, and money to develop a system for the operation of unique home-based businesses that
provide art instruction programs (the “Programs”) to children and adults under the name “KidzArt”
(the “KidzArt Businesses”).

B. We are engaged in the business of granting franchises to operate a KidzArt
Business.
C. You desire to enter into an agreement with us to obtain the rights to operate a

KidzArt Business using the system developed by us, the distinguishing characteristics of which
include: (i) quality products and proprietary curricula and business format; (ii) uniform
specifications for fixtures, equipment, supplies and signage; (iii) merchandising, marketing, and
advertising systems; and (iv) other standards and procedures for operation and management of
a KidzArt Business in the manner set forth in this Agreement and in the Manuals provided by us,
as modified from time to time (the “System”).

D. We and our franchisees use various trade names, trademarks, and service marks
including, without limitation, the trademark mark “KidzArt®”, “Art Innovators® “TeenzArt®”, “Palette
UP! ®, and “SeniorzArt®” in connection with the System (the “Marks”). The rights to all such Marks
as are now, or shall hereafter be, designated as part of the System will be owned exclusively by
us or our affiliates and will be used for the benefit of us, our affiliates and our franchisees to identify
to the public the source of the products and services marketed thereunder.

E. You have applied to us for a franchise to operate a KidzArt Business and such
application has been approved in reliance upon all the representations made therein.

F. You hereby acknowledge that adherence to the terms of this Agreement and our
standards and specifications are essential to the operation of your KidzArt Business and to the
operations of the System.

NOW, THEREFORE, in consideration of the foregoing recitals and the mutual promises,
commitments and understandings contained herein, you and we hereby agree as follows:
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ARTICLE | - GRANT AND OPERATION OF THE FRANCHISE
Section 1.1 — Territory Rights

(a) Grant of Rights. We grant to you the right, and you undertake the obligation, for the
term described in Article V, to operate a KidzArt Business in the geographic area described in
Schedule “A” (the “Territory”) in accordance with the System Standards (as defined in Section
1.6(a) below) and the terms and conditions contained in this Agreement (such business being
called the “Franchised Business”).

(b) Exclusivity. So long as you are not in default under this Agreement and you meet
the minimum annual Gross Revenue requirements described in Section 1.1(c), we will not operate
or grant others the right to operate a KidzArt Business within the Territory during the Term of this
Agreement, except as set forth in Section 1.1(f) and 1.1(g). If you fail to satisfy the minimum
annual Gross Revenue requirements described in Section 1.1(c), we may elect, at our discretion,
upon notice to you, (i) to terminate your exclusive right so that we may operate or grant others
the right to operate KidzArt Businesses within the Territory or (ii) to reduce the size of the Territory
in such manner as we determine.

(c) Minimum Gross Revenue. In order for you to maintain your exclusivity as described
in Section 1.1(b), we require that the annual Gross Revenue of the Franchised Business equal or
exceed $45,000 during each 12-month period during the term of this Agreement, with the first
such 12-month period beginning the 13" month after you complete initial training and running
through the 24" month after you complete initial training. Each subsequent 12-month period will
run on a calendar year basis, with the first subsequent 12-month period ending on December 31 of
the year in which the first 12-month period specified above ends (that is, the calendar year in
which the 24" month after you complete initial training falls). [For example, if you complete initial
training in June of a particular year, the first 12-month period of the License Term during which
you must satisfy the minimum annual Gross Revenue requirements would begin in July of the
following year and end in June of the year after that. The second 12-month period effectively
begins in January of that same year and then ends on December 31. So, part of the second 12-
month period will include a portion of the first 12-month period. All twelve 12month periods after
that are calendar years beginning January 1.] We may increase the $45,000 minimum Gross
Revenue number each calendar year during the term of this Agreement, beginning with the
second 12-month period during which we calculate the Gross Revenue of the Franchised
Business, based on increases in the Consumer Price Index (“CPI”) from the beginning of the first
calendar year during which we began to calculate the Gross Revenue for purposes of determining
your right to retain territory exclusivity. The annual adjustment of the minimum Gross Revenue
number will be applied on January 1 of each calendar year based on CPI increases since the
previous January 1. “CPI” means the Consumer Price Index published by the Bureau of Labor
Statistics of the United States Department of Labor, U.S. City Average, All ltems, and Major Group
Figures for all Urban Consumers (CPI-U 1982-84=100), or a successor index.

(d) Products and Services Offered. You must offer and sell in the Franchised Business

all products and services we specify. You may not sell under the Marks or in the Franchised
Business any products or services we do not specify or approve for use with the
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System. We may specify a new required product or service upon at least 30 days’ prior notice to
you. Upon notice from us given at any time, you must discontinue offering for sale any products
or services we may disapprove of or discontinue. You may not use any curricula other than our
proprietary and copyrighted curricula we specify or provide. All modifications or customizations of
the services or curricula must be first approved by us and will become our sole property. You may
not create side businesses selling curricula or any type of business or marketing assistance to
other franchisees. You may not re-brand or repackage our proprietary system with any other
system or brand in order to offer it in commerce.

(e) No Marketing Outside the Territory. You may not solicit clients or promote KidzArt
Products or Services or Programs outside the Territory. You must reasonably restrict your
advertising, promotion, and marketing activities to the markets in the Territory. If you receive a
request to provide services at a location in another franchisee’s territory, you must refer the
request to the other franchisee in the manner we specify. If you receive a request to provide
Programs or other services anywhere outside the Territory, but not within another franchisee’s
territory, you may not provide such services without our prior approval, which we may grant or
deny as we deem best or on any conditions, we deem appropriate.

(f) Rights We Reserve. We and our affiliates retain all rights not specifically granted
to you under this Agreement. These rights include, without limitation, the right to: (i) own and
operate KidzArt Businesses at any location(s) outside of your Territory under the Marks and
System, or to license others the right to own and operate KidzArt Businesses at any location(s)
outside of the Territory under the Marks and System; (ii) own and operate businesses under
different marks at any location(s) inside or outside of your Territory, or license to others the right
to own and operate businesses under different marks at any location(s) inside or outside of your
Territory; (iii) use the Marks and System in connection with services and products, promotional
and marketing efforts, or related items, or in alternative channels of distribution, including the sale
of Programs and proprietary products and services through retail stores, wholesale outlets, and
other retail outlets, via the Internet, and through mail order catalog, without regard to location; (iv)
use the Marks and System, and license others to use the Marks and System, to engage in any
other activities not expressly prohibited in this Agreement; and (v) acquire and operate, or be
acquired by, any individual or entity, including, without limitation, an individual or entity operating
one or more art education businesses, including, without limitation, businesses selling art
education products or services under a trademark other than the Marks. In addition, we reserve
the right to offer KidzArt Products and Services to regional and national accounts that may have
locations in the Territory. If we negotiate an arrangement that would require your Franchised
Business to provide KidzArt proprietary services and you do not begin providing the services at
the time, in the manner, and under the terms we require, we may, at our option: (i) provide or
allow others (including other KidzArt Businesses) to provide the services within the Territory; or
(i) terminate this Agreement.

(9) Other Channels of Distribution. You acknowledge and agree that certain of our or
our affiliates’ proprietary products and services, whether now existing or developed in the future,
may be distributed in your Territory by us, our affiliates, or our franchisees, licensees, or
designees, in such manner and through such channels of distribution as we, in our sole discretion,
shall determine. Such alternative channels of distribution shall include but are not limited to the
sale of Programs and other proprietary products and services through retail stores and/or
wholesale outlets; other entities or organizations; and any marketing channel. We

3
KidzArt/Club Scientific FDD 2024



also reserve the right to offer over the Internet or other electronic means Programs to children
who are home schooled, physically, or mentally unable to attend a Program in person or located
in an area which would make the child’s attendance impossible or impracticable. You understand
that this Agreement grants you no rights to: (i) distribute such products or services as described
in this Section 1.1(g); or (ii) share in any of the proceeds received by any such partytherefrom.

(h) Guaranty. Our grant of this franchise is made in reliance on the personal attributes
of your company’s owners and managers named in Schedule “A”. If your company is a legal entity
such as a corporation or limited liability company rather than a sole proprietorship or general
partnership, then our grant of this franchise is made on the condition that each person who now
or later owns or acquires, either legally or beneficially, any equity or voting interest in your
company (the “Guarantor” or “Guarantors”) must execute and deliver to us a guaranty in a form
attached as Schedule “B” (the “Guaranty”). We may require the spouse of any or all Guarantors
to sign the Guaranty, and we may limit the liability of the spouse under the Guaranty, in our
discretion. All Guarantors hereby personally and unconditionally guarantee without notice,
demand or presentment, the payment of all your monetary obligations under this Agreement and
any other agreement between you and us and/or our affiliates, as if each were an original party
to this or any other agreement in his or her individual capacity. All Guarantors further agree to be
bound by the restrictions upon your activities upon transfer, termination, or expiration and
nonrenewal of this Agreement as if each were an original party to this Agreement in his or her
individual capacity. Transfers of interest are restricted in accordance with Article IV of this
Agreement. Upon request at any time, you will furnish us with a list of all holders of legal and
beneficial interests in your company, together with descriptions of the type of interests owned and
percentage amounts, and the names, addresses and telephone numbers of the owners, certified
as correct in the manner we specify. If any of your company’s general partners, managers, officers,
or directors ceases to serve as such or if any new person becomes a general partner, manager,
officer or director after the date of this Agreement, you will notify us of such change within ten
days. Any breach of a Guaranty will be deemed to be a breach of thisAgreement.

Section 1.2 — Site Development; Opening for Business

(a) The Site. The “Site” is the location within the Territory from which you operate the
Franchised Business. The Site may be your home office. If it is not your home office, your primary
residence must be within the Territory or within 40 miles of the Territory’s border. The location of
an office Site, not in your home, must be approved by us and steps are shown in Schedule “A”.
You are not obligated to establish or maintain a commercial office as the Site. However, if you
decide, in your discretion, to do so, you agree as follows:

(i) You will not lease or purchase a proposed site until we have approved the
location in writing. In evaluating potential sites, you agree to consider any site selection
criteria we may provide to you.

(i) If we approve the location you propose, we will deliver our approval to you
in writing. We will not unreasonably withhold our approval of any location that meets our
standards.

4
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(i)  You acknowledge that our approval of your location does not constitute a
guarantee or warranty of any kind, express or implied, as to the suitability of the location
for a Site or of the successful operation or profitability of a KidzArt Business at the Site.

(iv)  If you do not own but you intend to lease or sublease the premises of the
Site, you must submit your proposed lease to us for our prior written approval. You
acknowledge that we have advised you to have an attorney review and evaluate the lease
or sublease. If we do not have a copy of the signed lease or sublease, you must deliver
such a copy to us within fourteen days after it is signed by you and thelessor.

(V) Within 30 days after we approve a site, you must, at your expense,
complete the acquisition or lease arrangements to acquire or lease the approved premises
for the Site. You are solely responsible, at your own expense, for obtaining any necessary
financing and all required building, utility, sign, business and other permits and licenses
required to operate the Franchised Business, construct all required improvements to the
Site and decorate the premises of the Franchised Business in compliance with plans and
specifications we have approved. We may provide to you specifications for the design,
appearance, signage and leasehold improvements of a typical KidzArt Site, but we are
not required to do so. You must submit construction plans and specifications to us for
approval before construction of improvements to the Site commences.

(vi)  You may not use the Site for any purpose other than the operation of a
KidzArt Business in compliance with the System and the Manuals (as defined in Section
1.4 of this Agreement). You agree to keep the Franchised Business at the Site open for
business to the public at least during the hours we prescribe from time to time in the
Manuals or otherwise approve, unless prohibited by applicable law or by your lease.

(vii)  You agree to keep the Site and all fixtures, furnishings, signs, and
equipment in the Site clean, safe and in good repair in accordance with the Manuals. You
may not make any material alteration, addition, replacement, or improvement to the Site
or any of its fixtures, furnishings, signs or equipment without our prior writtenconsent.

(vii)  You agree to remodel or refurbish the Site from time to time to our then
current standards and specifications upon six months written notice from us. There is no
limitation on the frequency of which you may be required to upgrade, remodel, or refurbish
your Site.

You may not relocate the Franchised Business without our prior written approval, which we may
withhold at our discretion. However, you may offer Programs at locations in the Territory other
than the Site, such as schools, recreation centers, YMCAs, and the like, without our prior approval.
Programs may not be conducted at your Site if the Site is located at your home office.

(b) Conditions to Opening. You may not commence operation of the Franchised
Business until:

(i) you have completed all class preparation items to our satisfaction;
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(ii) you or your Managing Owner (as defined in Section 1.5(a)) have completed
initial training to our satisfaction;

(i)  the initial franchise fee and all other amounts due to us and our affiliates
have been paid in full; you are now ready to open and offer ourprograms.

We may also require:

(iv)  you to first furnish us with certificates of insurance and copies of all
insurance policies or such other evidence of insurance coverage as we reasonably
request;

(V) you satisfy us in all other respects that your Franchised Business is ready
to open; and

(vi)  you have received our approval of the opening in writing. We may grant or
withhold such approval in our sole discretion.

(c) Time of Opening. You must satisfy all the conditions described above and be
prepared to open for business within thirty (30) days after you or your Managing Owner/Manager
successfully completes initial training, unless otherwise approved by us in writing. Training must be
scheduled within 3 months of executing this agreement, unless otherwise approved by us in writing. Such
approvals are given in our sole discretion. The Franchised Business must commence operations,
scheduling, and hosting classes, within six (6) months of signing this Agreement. Should you fail
to commence operations, scheduling, and hosting classes, within 6 months of signing this
agreement, you will begin making monthly royalty payments of one-half the minimum royalty due.
Likewise, you begin paying the required tech fee at the full amount due monthly. You will continue
to make such payments until such a time as you commence normal business operations. If you
fail to commence operation of the business within the timeframe outlined above (and have not
received an extension from us) or otherwise have not opened for business within 10 months of
signing this Agreement, we will at such time terminate this Agreement pursuant to Section 5.2(b).

Section 1.3 — Supplies; Insurance

(a) Supplies. You agree to purchase certain signs, furnishings, supplies, fixtures,
computer hardware and software, and other equipment, inventory, services, and other products
and services from us or from approved or designated third party suppliers as we shall specify,
from time to time, in the Manuals and otherwise in writing. You shall adhere to the standards and
specifications set forth in this Agreement and the Manuals and any revisions or amendments to
the same. You shall use signs, furnishings, supplies, fixtures, equipment, and inventory that
comply with our then-current standards and specifications that are necessary to commence the
operation of the Franchised Business; and other equipment, furnishings, fixtures, and signage that
we establish from time to time. We have the right to change our standards and specifications at
our discretion. You acknowledge that you may incur an increased cost to comply with such
changes at your expense. When you sign this Agreement, you will purchase an initial inventory of
art supplies from us at a price of $2,000, which you will pay to us along with your initial fee
described in Section 2.1(a).
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(b) Suppliers. Recognizing that preservation of the System depends upon product and
service uniformity and the maintenance of our trade dress, we may require that you obtain
equipment, supplies, art products and other products and services only from our designated or
approved suppliers (“System Suppliers”). You hereby acknowledge that we, our affiliates and/or
a third party may be one of several, or the only approved supplier of any item, including art
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products and art supplies, as well as other merchandise and equipment relating to the operation
of the Franchised Business. We may negotiate purchase agreements with suppliers for the benefit
of franchisees, but we are under no obligation to do so. You recognize that such equipment,
supplies, art products and other products and services are essential to the operation of the
Franchised Business and to the System generally. You further recognize that your failure to pay
System Suppliers may interfere with such suppliers’ willingness to supply the System, which may
result in other System franchisees’ inability to obtain product or ability to obtain product only on
less favorable credit terms. Accordingly, you agree to pay System Suppliers as and whendue.

(c) Compensation from Suppliers. We reserve the right to receive rebates, credits and
other compensation from suppliers we designate or approve of providing goods or services to you
based upon the purchases by you and other franchisees of goods and services from such
suppliers. We may use such compensation for any purpose we deem appropriate, including
subsidizing our operating costs.

(d) Approval of Supplies and Suppliers. If you propose to purchase any brand or model
of equipment, supplies or other products or services that are not then designated or approved by
us, or to purchase from any supplier that is not then designated or approved by us, you must first
notify us and submit to us sufficient samples and other information we request to enable us to
determine whether the proposed brand, model or supplier complies with our specifications and
standards. We will make reasonable efforts to begin an investigation of the proposed supplier or
product within 30 days of your request. We will notify you within 10 days after we complete our
investigation into whether we approve the proposed supplier or product. We reserve the right, at
our option, to revoke our approval upon the supplier’s failure to continue to meet any of our then-
current criteria. We will not be required to approve any particular supplier nor to make available
to any prospective supplier any of our standards, specifications or formulas. If we incur any costs
in connection with testing a particular product or evaluating an unapproved supplier at your
request, you must reimburse us for our reasonable testing costs, regardless of whether we
subsequently approve the item or supplier.

(e) Purchasing or Distribution Cooperatives. We may establish national or regional
purchasing or distribution programs for the purchase or distribution of certain goods, materials or
supplies at reduced prices. You agree to participate in any purchasing or distribution cooperatives
that we may establish for the region where your Franchised Business islocated.

1) Video Equipment. You agree to purchase and/or have access to a video camera
with a tripod and a digital camera, both of which must meet our standards and specifications. A
good photo quality image on a cell phone for video and a camera are acceptable.

(9) Computer Hardware and Software. You agree to install, maintain and use in the
Franchised Business such computer hardware, software and point-of-sale and cash register
systems as we specify from time to time. We have the right to require you to update or upgrade
computer hardware components and/or software, as we deem necessary from time to time, with
no limitations as to the number or cost of such updates or upgrades. We have the right to require
you to enter into a separate maintenance agreement for any required computer hardware and/or
software. We reserve the right to require you to install a “systems backup solution,” which backs
up critical data in your computer system using an off-premises storage
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scheme. Notwithstanding the fact that you must buy, use, and maintain the computer hardware
and software under our standards and specifications, you are solely responsible for: (i) the
acquisition, operation, maintenance and upgrading of the computer hardware and software; and

(i) all consequences that may arise if the computer hardware and software are not properly
operated, maintained and upgraded. If we require you to use a new accounting program or system,
you will have 12 months to fully integrate the new program or system into your operations. We may
require you to pay a fee for any accounting program or system provided by us or our designated
provider. If we develop or custom-design a software program for conducting accounting, inventory
and point-of-sale functions and/or related activities (“Proprietary Software Program”), you agree
to obtain the Proprietary Software Program, the computer hardware required to implement the
Proprietary Software Program into your Franchised Business, and to comply with all specifications
and standards prescribed by us regarding the Proprietary Software Program as provided from
time to time in the Manuals, at your expense. Our computer software and hardware requirements,
including all standards and specifications related to Proprietary Software Programs, are our
proprietary and Confidential Information. It is possible that we might not be able to alter the
Proprietary Software Program and system to accommodate every franchise of the System, and
therefore, at such time that we require the implementation of such software, you will only utilize
the program as prescribed by us. You acknowledge that we cannot estimate the future costs of
the computer and software system, the cash register system, or additions or modifications to these
systems, and that these costs may not be fully amortizable over the remaining term of this
Agreement. We have the right to charge a reasonable systems fee for software or systems
modifications and enhancements specifically made for us that are licensed to you and other
maintenance and support services that we or our affiliate furnish toyou.

(h) Electronic Communications. You must maintain a functioning, branded e-mail
address; your personnel and you may not use any personal e-mail address for communications
relating to the Franchised Business. We have the right to establish requirements that will permit
us, as often as we deem appropriate, to access your computer system and to retrieve all
information relating to the Franchised Business.

0] Telephone. You agree to maintain adequate telephone service for the Franchised
Business, including a dedicated telephone line with voicemail dedicated to the Franchised
Business, and a high-speed Internet connection. Upon the expiration, transfer or termination of
this Agreement for any reason, you shall terminate your use of such telephone number and listing
and assign same to us or our designee, and, at our option, will execute the Conditional Assignment
of Telephone Numbers attached as Schedule “D” to this Agreement.

)] Insurance. During the term of this Agreement and any renewal, you will obtain and
maintain, at your own expense, such insurance as is described in the Manuals and such other
insurance as may be required by law. You shall add us and any other parties we may designate
to all insurance policies as additional insureds under the insurance policies, the cost of which will
be paid by you. All insurance policies shall be issued by insurance companies with a rating of A-
VI or better as reported in the most recent edition of A.M. Best's Insurance Reports. Our
acceptance of an insurance carrier does not constitute our representation or guarantee that the
insurance carrier will be capable of meeting claims during the term of the insurance policy. All
insurance policies will contain a waiver of subrogation in favor of us and any other party we
designate. The insurance must be primary coverage without right of
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contribution from any other insurance coverage we maintain. You must provide us with copies of
any insurance claims or insurance cancellations within 24 hours. You have a 24-hour opportunity
to cure any lapses in insurance coverage. The policy will ensure that it may not be modified or
canceled unless we are given at least 30 days’ prior written notice by the insurance carrier. You
will provide us with a certificate of such insurance issued by your insurance carrier before or on
the date you commence operation of the Franchised Business and subsequently, before the
renewal of such policy. We may, from time to time and in our sole discretion, increase or otherwise
modify the minimum insurance requirements upon 30 days prior written notice to you, and you
shall comply with any such modification within the time specified in said notice. If you fail to obtain
or maintain the required insurance in accordance with this section, we have the right to obtain
such insurance and keep same in force and effect and you shall pay us, on demand, the premium
cost thereof and administrative costs of 18% in connection with our obtaining theinsurance.

Section 1.4 — Curricula and Manuals; System Modifications

(@) Curricula and Manuals. We will loan to you during the term of this Agreement copies
of such confidential KidzArt curricula (the “Curricula”) as we deem appropriate, and one numbered
copy of the operations manual and one copy of the curriculum manual (collectively, the “Manuals”)
that we generally furnish to franchisees from time to time for use in operating a KidzArt Business.
We will provide the Curricula and Manuals in such media as we select, whether hard copy,
audiotapes, videotapes, compact discs, through the Web or otherwise. The Curricula and Manuals
and the bulletins and other written materials we provide to you contain mandatory and suggested
class curricula, specifications, standards, operating procedures, policies, methods and rules
(“System Standards”) that we prescribe from time to time for the operation of a KidzArt Business
and information relating to your other obligations under this Agreement. The Curricula and
Manuals are and will remain at all times our sole property. You may not at any time copy, duplicate,
record or otherwise reproduce any part of the Curricula or Manuals except as we may specifically
authorize. The Manuals and Curricula shall remain Confidential Information (as defined in Section
3.2 of this Agreement) and our exclusive property. You shall not disclose, duplicate, or make any
unauthorized use of any portion of the Curricula or the Manuals. You further agree to keep your
copies of the Curricula and Manual current at all times with all updates and modifications we
furnish to you, and to store each copy of the Curricula and Manuals received by you in a secure
location at the premises of the Franchised Business. If we post some or all the Manuals or
Curricula on the System Website or KidzArt intranet, you agree to monitor and access the System
Website or KidzArt intranet for any updates to the Curricula or Manuals. In the event of a dispute
relating to its contents, the master copies of the Curricula and Manuals we maintain at our principal
office will control. If a copy of the Curricula or Manuals in your possession or under your control, or
any portion of such Curricula or Manuals, is lost, stolen, destroyed or significantly damaged, you
agree to report such loss, theft, destruction, or damage immediately to us. Partial loss, destruction
or damage to the Curricula or Manuals is considered to be complete loss, destruction or damage.
We may charge you our actual cost for replacement of a lost, destroyed, or damaged Curricula or
Manuals. If we provide you with access to the Curricula and Manuals through the Portal (described
in Section 1.8(d)), we may suspend your access to the Portal during any period in which you are in
default under the Franchise Agreement.
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(b) System Modifications by Us. We may modify or change the System Standards from
time to time, and upon notice we may make additions to, deletions from or revisions in the Manuals
to reflect such modifications or changes. We will research and possibly develop from time-to-time
new services and methods. Modifications or changes may also include the addition or
discontinuation of products and services that you are required to sell at the Franchised Business,
periodic upgrading of art supplies or equipment at your cost and, at our request at any renewal of
this Agreement, adding and altering equipment for required services or products that we require
you to market. You acknowledge that we may require you to invest additional capital in the
Franchised Business (“Capital Modifications”). No modification or change that we make will alter
your fundamental status and rights under this Agreement. We will not obligate you to make any
Capital Modification that you cannot reasonably amortize during the remaining term of this
Agreement and with respect to leasehold improvements over the remaining term of your lease
unless we agree to extend the term of this Agreement or unless such investment is necessary to
comply with applicable laws. You agree to adopt or comply with each new or changed procedure,
policy, method and requirement as promptly as practicable after notice from us, and in any event
within the time period we reasonably require.

(c) System Modifications by You. You agree not to implement any modification or
change in the System Standards or in the Franchised Business without our prior written approval,
which we may withhold in our discretion. Except as specified or approved by us in writing, you
may not make any changes to the Programs offered at the Franchised Business. If you, your
employees, or principals develop any new concept, process or improvement in the operation or
promotion of the Franchised Business, including improvements to Curricula, equipment, supplies,
service or merchandise, or any software used in connection with the Franchised Business, you
shall promptly notify us and provide us with all necessary related information, without
compensation. Any such concept, process or improvement shall become our sole property, and
we shall be the sole owner of all patents, patent applications, trademarks, copyrights, and other
intellectual property rights related thereto. You and your principals hereby assign to us any rights
such persons may have or acquire therein, including the right to modify such concept, process, or
improvement, and otherwise waive and/or release all rights of restraint and moral rights therein
and thereto. You and your company’s owners agree to assist us in obtaining and enforcing the
intellectual property rights to any such concept, process, or improvement in any and all countries
and further agree to execute and provide us with all necessary documentation for obtaining and
enforcing such rights. You and your company’s owners hereby irrevocably designate and appoint
us as your agent and attorney-in-fact to execute and file any such documentation and to do all
other lawful acts to further the prosecution and issuance of patents or other intellectual property
rights related to any such concept, process, or improvement. In the event that the foregoing
provisions of this Section 1.4(c) are found to be invalid or otherwise unenforceable, you and your
principals hereby grant to us a worldwide, perpetual, non-exclusive, fully paid license to use and
sublicense the use of the concept, process or improvement to the extent such use or sublicense
would, absent this Agreement, directly or indirectly infringe your rights therein.

Section 1.5 — Personnel; Training and Support

(@) Managing Owner. If your company is a legal entity such as a corporation or limited
liability company rather than a sole proprietorship or general partnership, then you agree
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to appoint and maintain throughout the term of this Agreement a shareholder or member to serve
as your “Managing Owner,” responsible for overseeing and supervising the operation of the
Franchised Business. We must approve the Managing Owner. You or the Managing Owner must
always manage and directly supervise the Franchised Business. You or the Managing Owner will
actively devote full time, attention, and effort to the Franchised Business. You or the Managing
Owner will always ensure the proper levels of customer service in accordance with the Curricula,
the Manuals and this Agreement. You may not change the Managing Owner without our prior
written approval, which we may condition on, among other things, that person attending and
satisfactorily completing our franchisee training program at yourexpense.

(b) Initial Training. Before you begin operating the Franchised Business, we will train
two people (typically you or your Managing Owner and a second person) in the operation of a
KidzArt Business, and we will certify the trainees you designate as certified instructors (each, a
“Certified Instructor”). We do not charge for the initial training of two people. At your request and
if space is available, we will train additional personnel of your company at our then-current fee.
As of the date of this Agreement our fee for the initial training of additional people is $3,000 per
person. You must pay the compensation and travel and living expenses of all your personnel who
attend our initial training, regardless of whether we charge you a fee for such training. The training
program consists of approximately four to five days of training at our headquarters office. No
additional training is required except as stated in the FDD.

(c) Certified Instructors. You are permitted to train one additional employee as a
Certified Instructor. For the training of any additional certified instructors, all Certified Instructors
must be trained and certified by one of our Certified Trainers or by us until you or a Certified
Instructor becomes a Certified Trainer. You must pay the then-current fee for the training of each
certified instructor. As of the date of this Agreement, the fee is $400 per person for a one-day
certified instructor training program at your office. You must pay the compensation and travel and
living expenses of the Certified Trainer who comes to your office unless you or your designees
become a Certified Trainer. You typically pay by the hour your personnel who attend the Certified
Instructor training. With our prior written approval, which we may grant in our discretion, we may
qualify you or one of your instructors to provide Certified Instructor training for your own
employees. In order for us to certify a Certified Trainer, who may be you or another Certified
Instructor employed by you, you must send us a video recording of the Certified Instructor teaching
a full class in a live classroom. We will evaluate the video and decide whether the instructor meets
our standards for a Certified Trainer.

(d) Follow-Up Coaching. Within four months after you complete initial training, you
must send us for our evaluation a one-hour video of you or your designated Certified Instructor
teaching a KidzArt class together with a self-evaluation form. If we do not believe that the class is
being conducted properly, we may coach you or require you to return to our principal training
location at your expense for one to two days of additional training. For purposes of quality control,
we will require you to send us, each year during the term of this Agreement on the anniversary
date hereof, a new and current one-hour video of you or your designated Certified Trainer teaching
a KidzArt class. You must submit each video in the format we designate. We reserve the right to
charge our then-current annual review fee for each video we review.

(e) Conferences. We may hold conferences from time to time to discuss ongoing
changes in the industry, sales techniques, personnel training, bookkeeping, accounting, inventory
control, performance standards, advertising programs, merchandising procedures,
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and curriculum development. You or your Managing Owner must attend these conferences, but
we will not require you to attend more than one conference each year. There is a conference fee
to offset the cost of conferences, and you must pay this fee whether or not you attend the
conference (even though you are obligated to attend). You will also be responsible for your travel
and living expenses. These conferences will be held at our then-current corporate headquarters
or at an alternate location we choose. We also may require you to be available for business
coaching sessions. If you request or require assistance, guidance, or training beyond that which we
typically make available to franchisees, we may require you to pay our then applicable charge for
such assistance plus our related costs and expenses.

() Replacement Managers. If the Managing Owner ceases active management or
employment at the Franchised Business, then we must train, at your own expense, a qualified
replacement Managing Owner (who must be reasonably acceptable to us) not more than thirty
(30) days after the end of the former person’s full-time employment or management
responsibilities at the Franchised Business. Pending the appointment and training of a Managing
Owner or if, in our judgment, the Franchised Business is not being managed properly, we have
the right, but not the obligation, to appoint a manager for the Franchised Business and require
you to pay in the manner described in Section4.2(g).

(9) Ongoing Support. We will provide support and guidance from time to time, either
in person, by telephone, by e-mail, video, webinar or in writing, regarding the operation of the
Franchised Business. We may provide operational reviews and advise you from time to time
regarding the operation of the Franchised Business based on reports you submit to us and
inspections we make, to ensure compliance with the System Standards and to recommend
improvements. At your request, and if we agree, we will provide additional on-site guidance and
assistance and, in such case, we may require you to pay our then-current additional assistance
fee and expenses. Your failure to implement any corrective action we require will constitute a
material breach of this Agreement and may result in termination pursuant to Section5.2.

(h) Undertakings by Your Personnel. You agree to take appropriate steps to advise all
of your employees and contractors of your obligations under this Agreement and to ensure
compliance by all of your employees and contractors. Each manager of your Franchised Business,
each Certified Instructor and each person who receives training from us or otherwise has access
to Confidential Information (as defined in Section 3.2(a)) who has not signed the Guaranty
described in Section 1.1(h) must sign a written agreement with your company substantially in the
form of Schedule C to this Agreement before performing any work for the Franchised Business or
otherwise having access to the Confidential Information. You will ensure that each such person
complies with the terms of such undertaking during the period that he or she is employed by you.
Any breach of such undertaking by any such person will be deemed a breach of this Agreement.

(i) Any required standards exist to protect our interests in the System and the Trademarks
and not for the purpose of establishing any control or duty to take control over those matters that
are reserved to you. The required standards generally will be set forth in the Operations manual
or other written materials. The Operations manual will also include guidelines or
recommendations in addition to required standards. In some instances, the required standards
will include recommendations or guidelines to meet the

13
KidzArt/Club Scientific FDD 2024



required standards. You may follow the recommendations or guidelines or some other
suitable alternative, provided you meet and comply with the required standards. In other
instances, no suitable alternative may exist. To protect our interests in the System and
Trademarks, we reserve the right to determine if you are meeting a required standard and
whether an alternative is suitable to any recommendations or guidelines.

No employee of yours will be deemed to be an employee of ours for any purpose, and nothing in
any aspect of the System or Trademarks in any way shifts any employee or employment-related
responsibility from you to us. You alone are responsible for hiring, firing, training, setting hours for
and supervising all employees.

It is the intention of the parties to this Agreement that we shall not be deemed a joint employer
with you for any reason. If we incur any cost or loss of damage as a result of any actions or
omissions of you or your employees, including any that relate to any party making a finding of
any joint employee status, you will fully indemnify us for any such loss.

Section 1.6 — Your Conduct of the Franchised Business

(a) System Standards. You agree to operate the Franchised Business in strict
accordance with all System Standards in effect, as may be modified from time to time. You
understand and acknowledge that every detail of the Franchised Business is important to you, to
us and to other KidzArt Businesses in order to develop and maintain high operating standards, to
increase the demand for the services and products sold by all franchisees, and to protect the
System’s reputation and goodwill. You agree to limit your teaching to the Curricula we provide.
You may not discontinue classes or otherwise stop teaching classes for a period longer than 10
consecutive business days without our express written approval.

(b) Customer Service. You will provide prompt, courteous, and efficient service to all
customers and treat all customers fairly, honestly and with respect. You will give prompt attention
to all complaints from dissatisfied customers, if any. You will provide customer service training to
your employees and independent contractors.

(c) Child Protection. At least one KidzArt Certified Instructor must be present when
children are present. No class may be left unattended or unsupervised. It is your responsibility to
perform a background check on all employees and independent contractors that will be working
with children and to perform new background checks annually. You must perform background
checks on each Certified Instructor that works with children, and you must provide us with the
results of such background checks within ten days after their completion. In addition, you must
provide us with copies of the executed Confidentiality and Non-Competition Agreement and
Application for each Certified Instructor.

(d) Maintaining Goodwill. You will do nothing that, in our reasonable opinion, tends to
discredit the Marks or the System or to bring either into disrepute, or that might diminish or affect
adversely our reputation or goodwill.
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(e) Compliance with Laws. You will comply with all applicable laws, rules and
regulations in the operation of the Franchised Business and pay all taxes when due. You must
obtain and maintain in good standing all applicable federal, state, and local permits and licenses
necessary to operate the Franchised Business in accordance with all applicable state laws and
regulations. You agree to take all necessary and appropriate measures to avoid any negative rating
at any time from any governmental agency or authority. You must promptly correct any conditions
or practices disapproved of by any such agency or authority, except that, with our prior approval,
you may contest the action you believe in good faith to be arbitrary, capricious orunfair.

() Entity Requirements. If your company is a corporation or a limited liability company,
it must be newly organized and its charter, certificate of incorporation or operating agreement
must always provide that its activities are confined solely to operating the Franchised Business.
All certificates representing stock or other ownership interests in your company must contain a
legend stating that transfer of such stock or ownership interest is limited by the provisions of this
Agreement. Upon our request, you will deliver to us copies of all organizational documents of your
company, including articles of incorporation, by-laws, shareholders’ agreements, limited liability
company articles and operating agreements, and any certificates we may request certifying any
resolution of directors. If your company is a partnership, its activities must also be confined solely
to operating the Franchised Business, and you agree, upon our request, to deliver to us a copy of
your partnership agreement.

(9) Franchisee Advisory Council. We reserve the right to create a “Franchisee Advisory
Council” for the purpose of fostering communication among and between franchisees and us, and
to advise us in establishing, modifying, or discussing various policies applicable to KidzArt
franchisees. If and when the Franchisee Advisory Council is created, you may be required to
participate in such of its meetings and programs as we designate. The Franchisee Advisory
Council may advise and make recommendations but will not act as a policy-making board and will
have no authority whatsoever. We will determine or approve the rules under which the Franchisee
Advisory Council functions. We may change the rules at any time, and we may dissolve any
Franchisee Advisory Council at any time. We may require you to pay dues to the Franchisee
Advisory Council and you will pay all costs and expenses incurred by you in connection with
participation in the Franchisee Advisory Council, including the costs of transportation, lodging and
meals.

(h) Customer Evaluations. We reserve the right to institute programs for auditing
customer satisfaction and other quality control measures, and to require you to pay the cost of
such programs. You agree to present to your customers such evaluation forms as we periodically
prescribe and to participate in and request your customers to participate in any surveys performed
by us or on our behalf. We may contact your customers periodically to perform evaluations of the
service provided by the Franchised Business, the KidzArt programs, or for any other purposes
that will promote KidzArt or that we deem necessary in our sole discretion. You shall make
changes to your operations based upon any customer evaluations conducted by us.

(i) Inspections. During the term of this Agreement, we or our designated
representatives will also have the right, at any time during your regular business hours, without
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prior notice to you, to enter upon the premises of the Franchised Business (even if it is home-
based) to inspect the premises; observe, photograph, and videotape the operations of the
Franchised Business for such periods as we deem necessary; remove samples of any products,
materials or supplies for testing and analysis; and interview your personnel and customers. Any
inspection we conduct will not unreasonably interfere with the operation of your Franchised
Business. You agree to cooperate fully with us and our representatives during all inspections,
observations, photographing, videotaping, product removal and interviews; and to take all steps
reasonably necessary to correct any deficiencies in your compliance with System Standards or
this Agreement within the time we specify. If we determine that you have failed to comply with this
Agreement, you must reimburse us our actual out-of-pocket costs for our inspection. You also
must reimburse our (or our designated third party’s) actual out-of-pocket costs if you fail to perform
any of your obligations under this Agreement and we (or our designated third party, which may be
another KidzArt franchisee) perform those obligations for you in order to protect the KIDZART
brand.

G) Maximum Prices. We reserve the right to require you to comply with reasonable
restrictions on maximum prices of specific goods or services offered and sold by the Franchised
Business as required in the Manuals or as we otherwise reasonably direct in writing from time to
time.

(k) Payments to Suppliers. You agree to pay all your suppliers and your landlord
promptly in accordance with their payment terms and to comply in all other respect with your
contractual obligations to third parties.

)] Contact Information. You agree to keep us informed of your home and business
addresses and telephone numbers during the term of this Agreement and for a period of one year
after the expiration or termination of this Agreement.

Section 1.7 - Advertising, Promotion and Marketing

(a) Business Development. You agree to use all reasonable efforts to develop the
Franchised Business. You are responsible at your expense for providing local advertising,
marketing, promotional and public relations programs, and activities for the Franchised Business.
You will use your best efforts to market and promote the required products andservices.

(b) Local Advertising Materials. All materials you use in local advertising, marketing,
promotional and public relations programs, and activities must conform to such standards and
requirements as we may specify from time to time. All such materials must be clear, factual and
not misleading. All advertising shall prominently display the Marks and shall comply with any
standards for use of the Marks we establish as set forth in the Manuals or otherwise in writing.
You agree to submit to us, before you use them, samples of all materials you intend to use that
we have not prepared or previously approved. We will endeavor to deliver to you our written
approval or disapproval within 10 business days after our receipt of such materials, but we will not
be liable for any delay. If we have not notified you of disapproval within ten business days after
your submission for approval, the materials will be considered approved. We may withdraw our
approval at any time. If we withdraw our approval, you will immediately cease the use, distribution,
and dissemination of such material within time frames prescribed by us, at your sole cost and
expense. Any advertising, marketing or sales concepts, programs, or materials
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proposed or developed by you for the Franchised Business and approved by us may be used by
us and by our affiliates and other franchisees without any compensation to you. You agree to use
all point-of-sale materials that we may supply to you from time to time, in the manner prescribed
by us. If we authorize you to produce your own sales materials, you may not sell such material to
other franchisees, although we may, on our discretion, authorize you to make such material
available free of charge. We may offer to sell to you multiple copies of advertising materials
produced by the Advertising Fund described below.

(c) Market Research. You are responsible for keeping up to date on competitors’
pricing in sales and service and changing and revising pricing and specials.

(d) National and Regional Advertising. We or our designee will exclusively maintain
and administer any national and regional advertising, public relations and marketing programs
and market research, including without limitation the System Website and all programs financed
by the Advertising Fund, as described below. We have the right to form, change or dissolve
advertising councils in accordance with Section 1.6(n).

(e) Advertising Fund. We have established a public relations and advertising fund (the
“Advertising Fund”), subsidized by fees paid by KidzArt franchisees, for such advertising,
promotion, marketing and public relations programs and materials as we deem necessary or
appropriate. You agree to contribute to the Advertising Fund the greater of (i) 1% of the monthly
Gross Revenue (as defined in Section 2.1(d)) of the Franchised Business; or (ii) $25 per month,
payable at the same time and in the same manner as the RoyaltyFee.

(f) Use of the Advertising Fund. The Advertising Fund will be used to enhance the
recognition of the Marks and the patronage of KidzArt Businesses nationally or regionally. We or
our designee will have sole discretion over all matters relating to the Advertising Fund, including
without limitation the creative concepts, materials and endorsements used, and the geographic,
market and media placement and allocation. The Advertising Fund may be used to pay all costs
of preparing and producing video, audio, and written advertising materials; administering national
and regional advertising programs, and engaging advertising, promotion, and marketing agencies
to assist us; website development and maintenance; intranet or extranet development,
implementation and maintenance; toll-free telephone costs; and supporting public relations,
market research and other advertising, promotion and marketing activities. While we do not
anticipate that any part of the Advertising Fund contributions will be used for advertising which is
principally a solicitation for franchisees, we reserve the right to use the Advertising Fund for public
relations or recognition of the “KidzArt” brand, for the creation and maintenance of a web site, a
portion of which can be used to explain the franchise offering and solicit potential franchisees, and
to include a notation in any advertisement indicating "Franchises Available." We may periodically
assist franchises to maintain high quality standards through customer surveys, customer
interviews, and other similar initiatives (“Surveys’). The cost of such programs will be borne by the
Advertising Fund. The cost of these programs may be charged directly to you if your results from
a Survey fall below System established minimum standards for such Surveys. The Advertising
Fund will not be used to defray any of our general operating expenses, except for such reasonable
salaries, administrative costs, travel expenses and overhead as we may incur in activities related
to the administration of the Advertising Fund and its programs, including, without limitation,
conducting market research, preparing advertising, promotion and marketing materials and
collecting and accounting for Advertising
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Fees (described in Section 2.1(e)). The source of the advertising may be our in-house advertising
department or an outside advertising agency. If we or our affiliates provide in-house advertising
department services, we or our affiliates may be compensated by the Advertising Fund provided that
any compensation is reasonable. In addition, we may choose, at our discretion, to advance or
loan money to the Advertising Fund on the terms and conditions we deem appropriate. In the
event that we advance monies to the Advertising Fund, we will determine, in our sole discretion,
the manner and timing for the repayment to us, of some, or all, of the funds we advance.

(9) Collection of Advertising Fees. We have the right, but no obligation, to use
collection agents and institute legal proceedings to collect Advertising Fees at the Advertising
Fund’s expense. We also may forgive, waive, settle, and compromise all claims by or against the
Advertising Fund. Except as expressly provided in this section, we assume no direct or indirect
liability or obligation to you for collecting amounts due to, maintaining, directing, or administering
the Advertising Fund.

(h) Accounting for the Advertising Fund. We will separately account for the Advertising
Fund monies, but we may combine such monies with our other monies or maintain the Advertising
Fund monies in one or more separate accounts, in our discretion. We may spendon behalf of the
Advertising Fund, in any fiscal year, an amount greater or less than the aggregate contribution of
all KidzArt Businesses to the Advertising Fund in that year, and the Advertising Fund may borrow
from us or others at reasonable interest rates to cover deficits or invest any surplus for future use.
All interest earned on monies contributed to the Advertising Fund will be used to pay advertising
costs before other assets of the Advertising Fund are expended. We will prepare annually, or
cause to be prepared, a report or reports onthe operations of the Advertising Fund. We will furnish
such report or reports to you upon your written request. The Advertising Fund is not required to
be independently audited.

0] Advertising Fund Entity. We have the right, but not the obligation, to establish a
separate entity to operate the Advertising Fund at any time. Any such entity will have all of the
rights and duties with respect to the Advertising Fund that we have under this section. The
Advertising Fund will not be deemed a trust, and we will have no fiduciary obligation to you in
connection with the collection or administration of the Advertising Fund.

1) Distribution of Advertising Expenditures. Although we will endeavor to use the
Advertising Fund to develop advertising and marketing materials and programs and to place
advertising that will benefit all KidzArt Businesses, we undertake no obligation to ensure that
expenditures by the Advertising Fund will benefit all KidzArt Businesses equally nor in proportion
to contributions. You acknowledge that not all System franchisees will benefit directly or on a pro
rata basis from such expenditures.

(k) Termination of Advertising Fund. We reserve the right to defer or reduce
Advertising Fees and, upon 30 days’ prior notice to you, to reduce or suspend contributions to and
operations of the Advertising Fund for one or more periods of any length and to terminate (and, if
terminated, to reinstate) the Advertising Fund (and, if suspended, deferred, or reduced, to
reinstate such contributions). If the Advertising Fund is terminated, all unspent monies, if any, on
the date of termination will be distributed to KidzArt Businesses in proportion to their respective
contributions to the Advertising Fund during the preceding twelve-month period.
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() Cooperative Advertising. We will have the right, in our discretion, to designate any
geographical area for purposes of establishing a regional advertising and promotional cooperative
(“Cooperative”), and to determine whether a Cooperative is applicable to the Franchised Business.
If a Cooperative is established applicable to the Franchised Business, you must participate in the
Cooperative. The following provisions will apply to each Cooperative:

i. Each Cooperative will be organized and governed in a form and
manner, and will commence operation on a date,approved in advance
by us;

i. Each Cooperative will be organized for the exclusive purpose of
administering regional advertising programs and developing, subject to
our approval, standardized advertising materials for use by the
members in local advertising;

ii. No promotional or advertising plans or materials may be used by a
Cooperative or furnished to its members without our prior approval. All
such plans and materials must be submitted to us in accordance with
Section 1.7(b);

iv.  Cooperative activities will be determined by a majority vote of the
member franchisees in the Cooperative; and

V. Each member franchisee must submit to the Cooperative, no later than
the 10" of each month, for the preceding month, its respective
contribution as provided in this Agreement together with such other
statements or reports as we may require or as may be required by the
Cooperative with our approval.

We may grant you an exemption from participating in a Cooperative at its sole discretion,
upon your written request stating reasons supporting such exemption. Our decision concerning
such a request for exemption will be final.

(m) Internet Advertising. You may not advertise or promote the Franchised Business
over the Internet without our prior written approval, which we may withhold in our discretion, and
except as provided below. You may not develop, maintain, or authorize any website that mentions
or describes the Franchised Business or displays any of the Marks; nor may you own an Internet
domain name or use a meta tag or title tag that includes any of the Marks or variations of any of
the Marks. You may promote the business through social media and similar means provided that
such promotion is consistent with the Manual including all guidelines we issue from time to time.
You agree to check social media postings of your employees from time to time to be sure that any
comments they write are permitted and are consistent with ourpolicies.

Section 1.8 — Website and Portal
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(@) System Website. We will maintain one or more websites to advertise, market and
promote KidzArt Businesses, the products and services offered by such businesses and the
KidzArt franchise opportunity (the “System Website”). We own all intellectual property and other
rights in the System Website, your web page (described below) and all information it contains.
You acknowledge that we have final approval rights over all information on the System Website,
including your web page. You agree not to register any Internet domain name in any class or
category that contains words used in or similar to any brand name owned by us or our affiliates or
any abbreviation, acronym, phonetic variation or visual variation of those words. We have the sole
right, but not the obligation, to develop and implement website optimization programs, including
obtaining paid listings, inserting meta tags into its website(s), and engaging in search engine
optimization initiatives. We may use National Advertising Fund contributions to fund such
initiatives. We may implement and periodically modify System Standards relating to the System
Website. We may at any time and in our sole discretion discontinue using the System Website,
including your web page. If we discontinue using the System Website, we may at any time and in
our sole discretion resume using it.

(b) Your Web Page. We will provide you with a web page on the System Website, you
agree to pay the reasonable costs of designing, constructing, hosting, and maintaining such web
page in accordance with Section 2.1(f). You agree to give us the information and materials we
request to enable us to develop, update and modify your web page. By providing such information
and materials to us, you will be representing and warranting to us that, to the best of your
knowledge, all the information, and materials you provide will be accurate and not misleading and
will not infringe any third party’s rights. You agree to indemnify, defend, and hold us, our affiliates
and our directors, officers, employees, agents and assigns harmless against any liabilities incurred
due to inaccuracies in the information you provide to us or any resulting infringement. At your
request, we will update the information on your web page or add information that we approve. You
must notify us whenever any information on your web page changes or is not accurate. You must
pay our then current fee for each additional update or addition that you request. If you are in
default of any obligation under this Agreement or the System Standards, then we may, in addition
to our other remedies, temporarily remove your web page from the System Website until you fully
cure the default. We will permanently remove your web page from the System Website upon the
expiration or termination of this Agreement. Except as approved in advance in writing by us, you
must not establish or maintain a separate website, splash page, profile or other presence on the
Internet, or otherwise advertise on the Internet or any other public computer network in connection
with the Franchised Business, including any profile on Facebook, Instagram, Twitter, LinkedIn,
TikTok, YouTube or any other social media and/or networking site.

(c) Registration and Class Management. We may provide you with an online customer
registration and class management service. During any period in which we do provide such
service, you agree to pay the reasonable costs in accordance with Section2.1(f).

(d) Promotion of the System Website. All advertising, marketing, and promotional
materials that you develop for the Franchised Business must contain notices of the System
Website’s domain name in the manner we designate.
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(e) Franchisee Extranet or Portal. In addition to the System Website, we may establish
an extranet or portal or both (the “Portal”) for all KidzArt franchisees that will be subject to the
following terms and conditions:

(i) You and other KidzArt franchisees will be able to access the Portal only by
means of usernames and passwords and that will not be available to the generalpublic.

(i) We may use the Portal to provide support for franchisees and to allow for
electronic franchise discussion groups. We may also use the Portal to post the online
material constituting the Manuals described in Section 1.4(a).

(i)  We may also use the Portal to give you access to a customized software
system for customer relations management, customer scheduling, billing, reporting and
related operational functions, which we may revise and develop during the term of this
Agreement (the “Portal Services”).

(iv)  We grant you the nonexclusive right to access the Portal and to use the
Portal Services in accordance with the System Standards (as defined in Section 1.4(a))
and the terms and conditions contained in this Agreement. You agree to use the Portal
Services in the manner described in the System Standards.

(V) We reserve the right to deny you access to the franchisee Portal or the
Portal Services or both, in whole or in part, in the event that you materially breach this
Agreement.

(vi)  You agree both during and after the term of this Agreement not to disclose
your Portal username or password to any person or entity who is not under your direct
supervision and who does not have a need to know such password. You agree to inform
all persons under your supervision who may have access to such password of this
obligation of confidentiality. You further agree to notify us when a staff member with
access to the Portal ceases to be employed by you, and you agree to include in such
notice the current address and email of each such staff member so that we can send such
staff member a reminder of his or her obligation of confidentiality.

ARTICLE Il - FEES; PAYMENTS; RECORDS; INSPECTIONS
Section 2.1 — Fees and Reports

(a) Initial Fees. Unless otherwise indicated in Schedule A, you will pay us an initial fee
of $14,900 for a KidzArt Teach Franchise or unless otherwise indicated in Schedule A, you will
pay us an initial fee of $19,900 for a KidzArt Teach Plus Franchise. You will pay this amount in
full when you sign this Agreement. The initial fee is not refundable under any circumstances and
deemed fully earned upon the execution of this Agreement, in consideration of administrative and
other expenses we incur in granting the franchise and for our lost or deferred opportunity to
franchise others. If you wish to increase the size of the Territory and we agree to do so, we will
charge you our then-current fee for the additional portion of the Territory. Our current fee is $0.40
for each additional qualifying household (meeting certain minimum
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household income thresholds) added to the Territory. Our willingness to increase the size of the
Territory will depend on how well you operate your Franchised Business in the Territory after
completing training, where other franchisees operate, and what is in the best interest of our
company and the network of KidzArt Businesses. We have no obligation to allow you to increase
the size of the Territory.

(b) Initial Inventory and Marketing Materials. You must pay us $2,000 when you sign
the Franchise Agreement for an initial inventory of art supplies and $800 either to us or to our
designated vendor for marketing materials needed tobegin operating your Franchised Business.
You will receive your art supplies at initial training or by mail. We will send the marketing supplies
to you by mail or other means. These fees are fully earned upon payment and are not refundable.
Prior to opening, you must place advertisements for the Franchised Business.

Royalties. You agree to pay us royalties (“Royalties”) equal to 8% of the Gross Revenue (as
defined below) of the Franchised Business each month. The minimum monthly Royalty payment
for a KidzArt Teach Franchise is $250 for each month. If you expand your territory to 30,000
(ghh) or more than you fall under the KidzArt Teach Plus royalty requirement which is $300 each
month for the first year of the term and $400 each month for the remainder of the term of this
Agreement.

The KidzArt Teach Plus minimum monthly royalty is $300 during each month of the first year of
the franchise term and $400 during each month of the remaining years of the franchise term.

(a) Definition of Gross Revenue. As used in this Agreement, the term “Gross Revenue”
or “Gross Revenue of the Franchised Business” means the total of all sales made in the operation
of the Franchised Business, whether collected or not, with the following clarifications and
exceptions:

(i) By way of example, to the extent you conduct classes at locations (such as
recreation centers, YMCAs, park districts and the like) that deduct a portion of the amounts
paid by participants in your classes in order to be compensated for your use of such
locations to conduct classes, Gross Revenue on which the Royalty Fee is due will be the
total amounts paid (i.e., the retail sales price) by participants in your classes before any
deduction by such locations.

(ii) Gross Revenue does not include: (A) federal, state or municipal sales or
use taxes collected from customers for payment to the appropriate taxing authorities; (B)
promotional or discount coupons to the extent that no revenue is realized; or (C)
compensation for services or products provided to your employees if you did not charge
the employee, or for any portion not paid for by anemployee.

(iii) Payment for goods and services you sell in the Franchised Business will be
deemed received by you at the time the services or products from which the revenue
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was derived are delivered or rendered or at the time the relevant sale takes place,
whichever occurs first, regardless of when or whether you receive payment for such
services or products. Gross Revenue consisting of property or services will be valued at the
retail prices of such property or services.

(b) Advertising Fee. You agree to pay us an advertising fee each month (the
“Advertising Fee”) equal to one percent (1%) of the Gross Revenue of the Franchised Business
for each month, but not less than $25 per month. The Advertising Fee finances the Advertising
Fund described in Section 1.7(e).

(c) Technology Fees. You agree to pay us or our authorized suppliers the following
technology fees for each of the following services for so long as we provide or manage such
service; we reserve the right to increase the fees described in this Section2.1(f):

(i) $750 for setup of a customized website, payable after initial training but
before your franchise opens;

(i) $650 for setup of an online customer registration and class management
program, payable after initial training but before your franchise opens;

(i)  Our or our designated vendor’s then current monthly fees for web hosting
service and support called a Technology Fee of $45 per month and the online customer
registration and class management, currently 1% of Gross Revenues per month plus
credit card processing fees.

We may increase or modify these fees from time to time to reflect increases in our costs or
increases in the Metropolitan Area Consumer Price Index for All Urban Consumers from the date
of this Agreement, as published by the U.S. Department of Labor, or a successorindex.

(d) Payment. Monthly fees are due in arrears on the first day of each calendar month.
The Royalty Fee, Advertising Fee are based on Gross Revenue during the preceding calendar
month. Monthly fees will be considered late if not received by us by the tenth day of the month.
Time is of the essence with respect to all payments you are to make tous.

(e) Reports. You will submit a completed electronic Royalty Reporting Form to us at
the time each Royalty Fee is due, setting forth your true and correct Gross Revenue for the month
just completed in such detail and in such manner as we require from time to time. You will use our
Royalty Reporting Form, which we may change from time to time. If you operate in a retail location
(rather than from your home office), you must also send us with your Royalty Reporting Form
copies of cash register receipts and your latest monthly bank statement. In addition to the royalty
reporting form, you must include the corresponding profit and loss statement.

(f) Electronic Payments. We require that you pay all sums owed to us or to any of our
affiliates under this Agreement electronically through one or more depository transfer accounts
(an “EFT Account”) or using such methods as we may designate in the Manuals or otherwise in
writing. Before opening the Franchised Business, you shall provide us with your bank’s name,
address and account number, a voided check from such bank account, and sign and give to us
and your bank, all documents, including Schedule “E” to this Agreement, necessary to effectuate
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the EFT program and our ability to withdraw funds from such bank accounts via electronic funds
transfer. You shall immediately notify us of any change in your banking relationship, including
changes in account numbers. At our request, you agree to execute such other documents as we
determine are necessary for us to process electronic funds transfers from your designated bank
account for payments due under this Agreement. We reserve the right to require you to pay any
fees due under this Agreement by such other means as we may specify from time to time. If the
Royalty Reporting Form has not been received within the time period required by this Agreement,
then we may process an EFT for the subject week based on the most recent Royalty Reporting
Form you provided us. If a Royalty Reporting Form for the subject week is subsequently received
and reflects:

(i) that the actual amount of the fee due was more than the amount of the EFT, then we shall be
entitled to withdraw additional funds through EFT from your designated bank account for the
difference; or(ii) hat the actual amount of the fee due was less than the amount of the EFT, then we
shall credit the excess amount to the payment of your future obligations.

You will bear all costs to establish and maintain the required electronic payment system, and all
bank service charges. You will comply with our procedures for electronic payment, which we may
modify from time to time, including the maintenance of such minimum bank account balance as
we specify from time to time.

9) Interest on Late Payments. Any payment that is not made by the date it is due will
be subject to interest at the rate of one and one-half (1.5 %) percent per month or the highest rate
allowed by law, whichever is less. If no due date is stated, interest begins to run ten days after
billing. Your failure to pay all amounts when due constitutes grounds for termination of this
Agreement, as provided, in Section 5.2(b). Interest will accrue whether or not we exercise our
right to terminate. You acknowledge that this subsection does not constitute our agreement to
accept any payments after they are due or our commitment to extend credit to you or otherwise
finance your operation of the Franchised Business.

(h) Late Fees. You agree to pay us a late fee equal to the greater of 15% of the amount
due or $50 for each required payment that is late. The late fee is not interest or a penalty but
compensates us for increased administrative and management costs due to your late payment.
You also must pay us $100 for each dishonored or NSF check and for each attempted debit from
the EFT Account that is not honored due to insufficient funds or other actions you have taken to
impede the automatic debiting process. Each failure to pay Royalty Fees, Advertising Fees and
other amounts payable to us when due is a material breach of this Agreement.

(i) Failure to Report. If you fail to report the Gross Revenue of the Franchised
Business for any month, we may debit the EFT Account for 120% of the last Royalty Fee and
Advertising Fee that we debited (together with the late fee noted above). If the amounts we debit
from the EFT Account are less than the amounts you owe us (once we have determined the actual
Gross Revenue), we will debit the EFT Account for the balance on the day we specify. If the
amounts we debit from the EFT Account are greater than the amounts you actually owe us, we will
credit the excess against the amounts due during the following month.

() No Setoff. Your obligations to make payments in accordance with this Agreement
and any other agreement with us or any of our affiliates with respect to the Franchised Business
are not subject to any abatement, reduction, setoff, defense or
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counterclaim due or alleged to be due for any past, present or future claim that you have or may
have against us or any of our affiliates.

(k) Application of Payments. All payments you make to us will be applied in such order
as we may designate from time to time, regardless of any designation you may make with respect
to the application of such payments, even if you specifically make payment conditional on our
acceptance of your designated application or instructions.

)] Taxes. In the event that we are required to collect and pay any sales or use tax
from you for payment to any tax authority based on your purchase of the franchise or any items
relating to the franchise or the operation of the Franchised Business, or based on any continuing
payments you make to us under this Agreement, you will pay such taxes together with your
continuing payments to us.

(m)  Financials and Tax Returns. Within 60 days after the end of each fiscal year during
the term of this Agreement, you will provide to us, in a form and manner that we approve, a profit
and loss statement for such fiscal year and a balance sheet as of the end of such fiscal year. In
addition, you will submit to us, within 120 days after the end of each calendar year during the term
of this Agreement, copies of all federal and state tax returns of the Franchised Business. Failure
to provide these documents will result in a non-refundable charge of $500. If you filed an
application with the IRS for an automatic extension of time to file, either IRS Form 7004 or IRS
Form 4868 is required for proof of extension within 120 days after the end of the calendar year
and the $500 penalty will be imposed if financials and tax returns are not submitted within 15-days
after the expiration date. Note: The required reporting found in subsection (m) is in addition to the
monthly royalty and monthly profit and loss reporting requirement. See section 2.1 (e) above.

Section 2.2 — Records; Inspection

(a) Records. You agree to maintain at the Franchised Business full, complete and
accurate records and reports of the Franchised Business. You will maintain full and complete
customer lists (including the name, address, telephone number and email address of each
customer). You will submit to us such customer lists at least twice per year, or whenever we
request. You will also maintain bookkeeping, accounting and records retention systems
conforming to the requirements that we prescribe from time to time, and records relating to
Franchised Business operations, employee turnover and such other records that we prescribe
from time to time. You agree to maintain and to furnish to us upon request complete copies of all
income, sales, value added, use and service tax returns, and employee withholding, worker’s
compensation and similar reports filed by you reflecting activities of the Franchised Business. You
agree to preserve all records described in this section for a period of at least six years after their
creation, or such longer period as may be required by law, during both the term and each renewal
term of this Agreement and following the expiration or termination of this Agreement.

(b) Access to Systems. We may collect electronically the reports referred to in Section
2.1(h) and the records referred to in Section 2.2(a).

(c) Right to Inspect. During the term of this Agreement, we or our designated
representatives will also have the right, at any time during your regular business hours, without
prior notice to you, to enter upon the premises of the Franchised Business to inspect the books
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and records of the Franchised Business, including tax returns, and to take excerpts. You agree to
cooperate fully with us and our representatives during all suchinspections.
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(d) Right to Audit. We have the right at any time during your business hours, without
prior notice to you, to audit the records of the Franchised Business, or to cause such records to
be audited.

(e) Discrepancies. If any inspection or audit demonstrates an understatement of Gross
Revenue, you will pay the deficiency to us upon demand, plusinterest.

1) Cost. All inspections and audits will be at our expense; but if an inspection or audit
is made necessary by your failure to furnish, or your delay in furnishing, reports, supporting
records, other information or financial statements we require, or if an understatement of Gross
Revenue for the period of any audit or inspection is determined by any such audit or inspection to
be equal to or greater than two percent (2%), you agree, within 15 days after our request, to
reimburse us for the cost of such inspection or audit, including, without limitation, legal and
accounting fees, and the travel expenses, including lodging, meals and per diem charges of the
inspecting or auditing personnel. These remedies are in addition to our other remedies and rights
under this Agreement and applicable law.

(9) Survival of Inspection and Audit Rights. Our rights to inspect the books and records
of the Franchised Business and to take excerpts, and to audit the Franchised Business, will
continue for a period of six months following the expiration or termination of this Agreement;
provided, however, that we may only inspect such books and records or perform any such audit
following the expiration or termination of this Agreement upon at least 24 hours’ prior notice to
you.

(h) Disclosure of Your Financial Information. We have the right to disclose data we
receive from you regarding the Franchised Business without identifying you. If we are required by
law to disclose any data we receive from you regarding the Franchised Business and such
disclosure will identify you, we will notify you of the disclosure to be made and, if you request,
endeavor to obtain legally binding assurance that those who receive such disclosure are bound
by an obligation of confidentiality.

ARTICLE Ill - PROPRIETARY RIGHTS; CONFIDENTIALITY; NONCOMPETITION
Section 3.1 — Our Copyrights and Trademarks

(a) Our Copyrights. We are the sole owner of all copyrights in the Curricula, the
Manuals and all advertising and promotional material created by or for us. You may not copy any
such materials, nor create derivative works of any such materials, except as specifically
authorized or permitted by us.

(b) Our Trademarks. Your right to use the Marks is derived solely from this Agreement
and is limited to your operation of the Franchised Business pursuant to and in compliance with
this Agreement and all System Standards we prescribe from time to time.Your unauthorized use
of the Marks will be a breach of this Agreement and an infringement of our rights in and to the
Marks. You acknowledge and agree that your use of the Marks and any goodwill established by
such use will be exclusively for our benefit and that this Agreement does not confer any goodwill
or other interests in the Marks upon you (other than the right to operate the Franchised Business
in compliance with this Agreement). Upon the expiration or
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termination of this Agreement, no monetary amount shall be assigned as attributable to any
goodwill associated with your use of the System, the Marks, or any Confidential Information. You
will not contest or assist others in contesting our right to use the Marks.

(c) Proper Use of the Marks. You may not use the Marks except as authorized under
this Agreement. You understand that any use of the Marks other than as expressly authorized by
this Agreement, without our prior written consent, may constitute infringement and that your right
to use the Marks does not extend beyond the expiration or termination of this Agreement. You
agree to use the Marks as the sole identification of the Franchised Business, except that you
agree to identify yourself as the independent owner of the Franchised Business in the manner we
prescribe. You may not use any Mark or any word similar to any of the Marks as part of any
corporate or legal business name or with any prefix, suffix or other modifying words, terms,
designs or symbols (other than logos licensed to you under this Agreement), or in any modified
form, nor may you use any Mark in connection with the performance or sale of any unauthorized
products or services or in any other manner we have not expressly authorized in writing. You may
not use any Mark as part of a domain name or electronic address of a website. You agree to
display the Marks prominently in the manner we prescribe at the Franchised Business, on
materials that we designate and on business forms and advertising materials. You agree to give
such notices of trademark and service mark registrations and our ownership of the Marks as we
specify from time to time and to obtain any fictitious or assumed business name registrations
required under applicable law.

(d) Modifying the Marks. We will have the right to add, modify, discontinue and/or
substitute modify or change the Marks from time to time in our sole discretion upon written notice
to you specifically referring to this Agreement and describing such modification or change. Such
right will include the right to use a trademark that is entirely different from “KidzArt” and the right
to require you to use one or more new or additional logos and marks. You agree, upon notice
from us, to regard each such modified, changed, new or additional trademark as being within the
definition of “Marks” under this Agreement, and to adopt and use each such trademark at your
expense in accordance with the terms and conditions of this Agreement. You must discontinue
use of all Marks which we have notified you, in writing, have been modified or discontinued within
10 days of receiving written notification. If we require a change in signage, we will reimburse you
for your reasonable direct expenses of changing the signs at the premises of the Franchised
Business. However, we will not be obligated to reimburse you for any loss of revenue or expenses
caused by any such modification orchange.

(e) Infringement. You agree to notify us of any apparent infringement of any Mark or
of any of our copyrights, by any third party, as soon as such apparent infringement comes to your
attention, and to notify us immediately of any challenge to your use of any Mark and of any claim
by any person of any rights in any Mark, and you agree not to communicate with any person other
than us, our attorneys and your attorneys in connection with any such infringement, challenge or
claim. We have sole discretion to take such action as we deem appropriate with respect to such
apparent infringement, challenge or claim and the right to control exclusively any litigation, U.S.
Patent and Trademark Office proceeding or any other administrative proceeding arising out of any
such infringement, challenge or claim or otherwise relating to any Mark or our copyrights. You
agree not to initiate any such action or proceeding, but to cooperate with us in any such action or
proceeding and sign any and all instruments and documents, render such assistance and do such
acts and things as may be necessary or
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advisable, in the opinion of our attorneys, to protect and maintain our interest in any litigation or
any proceeding at the Patent and Trademark Office, or otherwise to protect and maintain our
interests in the Marks or copyrights. In the event any sum is recovered based on our claim of
infringement, we will have the exclusive right to such recovery.

() Litigation Relating to the Marks. You acknowledge that we have the sole right to
direct and control any administrative proceeding or litigation involving Marks, including any
settlement thereof. We shall defend you against any third-party claim, suit, or demand arising out
of Franchisee’s use of the Proprietary Marks. If we, in our sole discretion, determine that you have
used the Marks in accordance with this Agreement, we shall bear the cost of such defense,
including the cost of any judgment or settlement. If we, in our sole discretion, determine that you
have not used the Marks in accordance with this Agreement, you shall bear the cost of such
defense, including the cost of any judgment or settlement. In the event of any litigation relating to
your use of the Marks, you shall execute any and all documents and do such acts as may, in our
opinion, be necessary to carry out such defense or prosecution including, without limitation,
becoming a nominal party to any legal action. Except to the extent that such litigation is the result
of your use of the Marks in a manner inconsistent with the terms of this Agreement, we agree to
reimburse you for your out-of-pocket costs in performing such acts.

Section 3.2 — Confidentiality of Our Information

(a) Confidential Information. We possess and will continue to develop and acquire
certain confidential information relating to the development and operation of KidzArt Businesses
(“Confidential Information”). Confidential Information includes, without limitation:

(i) the contents of the Manuals;

(i) the substance, design, organization, and presentation of all Programs,
curricula and class material we provide to you, including both written and video materials;

(iii) methods and other techniques and know-how concerning the of operation
of the Franchised Business which may be communicated to you or of which you may be
apprised by virtue of your operation of the Franchised Business;

(iv)  the content of our training and assistance;

(V) sales and marketing techniques;

(vi) customer lists (including the name, address, telephone number and email
address of each customer);

(vi)  planned advertising and marketing programs;

(vii)  current, past and planned research, development and test programs for
products, services and operations;
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(ix) specifications for and suppliers of certain products, signs, materials and
supplies;

(x) the operating results and financial performance of KidzArt Businesses other
than the Franchised Business;

(xi) usernames and passwords allowing access to protected areas on our
website or computer network;

(xii)  all improvements and modifications to the franchise system developed by
you or your personnel; and

(xii)  any and all information, knowledge, know-how, techniques, and other data
which we designate as confidential will be deemed Confidential Information for the
purposes of this Agreement.

You acknowledge and agree that you will not acquire any interest in any Confidential Information
other than the right to use Confidential Information disclosed to you in operating the Franchised
Business during the term of this Agreement.

(b) Nondisclosure and Non-Use. At all times both during the term and after the
expiration or termination of this Agreement, (i) you will keep all Confidential Information in the
strictest confidence and you will not disclose any Confidential Information to any person other
than your employees, agents or representatives who have a legitimate need to know such
information and who are informed of this obligation of confidentiality and have signed either a
Guaranty in the form of Schedule “B” or a written agreement with your company substantially in
the form of Schedule “C”, and (ii) you will not use any Confidential Information except for the
purpose of fulfilling your obligations under this Agreement. Upon request, you will promptly return
to us all Confidential Information and all copies in your possession or under your control, and you
will destroy all copies on your computers, disks, and other digital storagedevices.

(c) Isolated Disclosures. Notwithstanding the foregoing, we will not deem you to be in
default of this Agreement as a result of isolated incidents of disclosure of Confidential Information
by an employee other than an owner, provided that you have taken reasonable steps to prevent
such disclosure, including but not limited to the steps a reasonable and prudent owner of
confidential and proprietary information would take to prevent disclosure of such information by
his employees, and further provided that you pursue all reasonable legal and equitable remedies
against such employee for such disclosure of such Confidentialinformation.

(d) Disclosures Required by Law. In the event that you become legally compelled to
disclose any Confidential Information, you will (i) promptly notify us that such information is
required to be disclosed, (ii) use your best efforts to obtain legally binding assurance that all those
who receive disclosure of such information are bound by an obligation of confidentiality, and (iii)
disclose only that portion of the Confidential Information that your legal counsel advises is legally
required to be disclosed.

Section 3.3 — Noncompetition
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(a) Noncompetition During the Term. You agree that during the term of this Agreement
and any renewal of this Agreement, you will not, directly or indirectly (through one of your
company’s affiliates or owners or a member of the immediate family of any owner), either
(i) have a direct or indirect interest in a Competitive Business located or operating anywhere in
the U.S. or in any other country in which we have a licensee; (ii) perform services as a director,
officer, manager, employee, consultant, representative, agent or otherwise for any such
Competitive Business or lend money to, extend credit to any Competitive Business; (iii) divert or
attempt to divert any business or customer or student of the Franchised Business to any
competitor in any manner; or (iv) recruit or hire any person who is our employee or the employee
of any KidzArt Business (whether company or affiliate-owned or franchised) or who has been our
employee or the employee of any KidzArt Business within the six month period before such
recruiting or hiring without the prior written permission of that person’s employer.

(b) Definition of Competitive Business. As used in this Agreement, the term
“Competitive Business” means any business that offers, in whole or in part, art or drawing
instruction or similar creative services or grants franchises or licenses to others to operate such a
business (other than a KidzArt Business operated under a franchise agreement with us or our
affiliate). The restrictions of this section will not apply to the ownership of publicly traded securities
that constitute less than three percent (3%) of a class of ownership interests of the issuing
company.

(c) Noncompetition After Termination. Upon the expiration of this Agreement, your
termination of this Agreement without cause, our termination of this Agreement in accordance with
its terms and conditions, or your transfer in accordance with Article 1V, you and your company’s
owners agree for a period of two years following such expiration, termination or transfer, that you
will not, directly or indirectly (through one of your company’s affiliates or owners or a member of
the immediate family of any owner), either (i) have a direct or indirect ownership interest in a
Competitive Business located or operating in the Territory or within 30 miles of the location of any
KidzArt Business operating anywhere in the world at the time of such expiration, termination or
transfer; (ii) perform services as a director, officer, manager, employee, consultant, representative,
agent or otherwise for any such Competitive Business or lend money to, extend credit to any
Competitive Business; (iii) divert or attempt to divert any business or customer or student of the
Franchised Business to any competitor in any manner;or
(iv) recruit or hire any person who is our employee or the employee of any KidzArt Business
(whether company or affiliate-owned or franchised) or who has been our employee or the
employee of any KidzArt Business within the 12-month period before such recruiting or hiring
without the prior written permission of that person’s employer.

(d) Intent and Enforcement. It is the parties' intent that the provisions of this Section

3.3 be judicially enforced to the fullest extent permissible under applicable law. Accordingly, the
parties agree that any reduction in scope or modification of any part of the noncompetition
provisions contained herein shall not render any other part unenforceable. In the event of the
actual or threatened breach of this Section 3.3 by you, your company’s owners, or any member
your or your company’s owners’ immediate family, we shall be entitled to an injunction restraining
such person from any such actual or threatened breach. You agree that in the event of the actual
or threatened breach of this Section 3.3, our harm will be irreparable and that we have no
adequate remedy at law to prevent such harm. You acknowledge and agree on your own behalf
and on behalf of the persons who are liable under this Section 3.3 that each has
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previously worked or been gainfully employed in other careers and the provisions of this Section
3.3 in no way prevent any such person from earning a living. You further acknowledge and agree
that the time limitation of this Section 3.3 shall be tolled during any default under this Section.

ARTICLE IV - TRANSFER
Section 4.1 — Transfer by Us

We may sell, assign, or transfer our rights and obligations under this Agreement to any
party, without the approval of or prior notice to you, provided that the buyer, assignee, or transferee
agrees in writing to assume all of our obligations under this Agreement. We will not be liable for
obligations of the transferee arising after the date of transfer.

Section 4.2 — Transfer by You

(a) No Transfer Without Our Approval. This Agreement is personal to you. We have
granted the franchise to you in reliance upon our perceptions of your (or your company’s owner’s)
individual or collective character, skill, aptitude, business ability and financial capacity.
Accordingly, you may make no Transfer (as defined below) without our prior written approval. Any
purported Transfer without such approval will be a breach of this Agreement and will entitle us to
terminate this Agreement as provided below.

(b) Definition of Transfer. As used in this Agreement, the term “Transfer’” means your
(or your company’s owner’s) voluntary, involuntary, direct or indirect assignment, sale, gift, pledge
or other disposition of any legal or beneficial interest in: (i) this Agreement, (ii) any material asset
of the Franchised Business; (iii) the lease or ownership of the premises of the Franchised
Business (unless we agree to a relocation or unless the transfer of ownership does not affect your
leasehold rights and obligations), or (iv) your company, whether in the form of equity or a voting
interest. “Transfer” also includes (i) the merger or consolidation of your company; (ii) the issuance
of additional securities or other ownership interests of your company, and (iii) the admission or
departure of a partner or owner. It includes transfers resulting from proceedings under the U.S.
Bankruptcy Code or any similar law, and transfers resulting from divorce.

(c) Notice of Transfer. You agree to notify us of any planned Transfer, and to provide
us with any information we may reasonably request in order to permit us to evaluate the planned
Transfer. If we do not exercise our right of first refusal under Section 4.3, we agree not to
unreasonably withhold our approval of a Transfer. If we approve the Transfer, then you will be
free for ninety (90) days following such approval, to affect the Transfer to the person or persons
approved by us. Our consent to a Transfer does not constitute a representation as to the fairness
of the terms of any contract between you or your company’s owners and the transferee, a guaranty
of the successful operation of the Franchised Business by the transferee or a waiver of any claims
we may have against you or your company’s owners or of our right to demand the transferee’s
compliance with any of the terms or conditions of thisAgreement.

(d) Conditions to Transfer. The following conditions will apply with respect to any
Transfer except as described in Section 4.2(e):
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(i) The proposed transferee or its managing owner, must pay for and attend a
Discovery Day, which may be conducted online or at a location that we designate, and
demonstrate to our satisfaction that he or she meets our standards for new franchisees,
including being of good character with sufficient business experience, aptitude, and
financial resources to operate the Franchised Business.

(ii) Neither the proposed transferee nor any of its management or owners is a
Competitive Business or performs services as a director, officer, manager, employee,
consultant, representative, agent or otherwise for a Competitive Business.

(iii) You will cure any default under this Agreement or any other agreement
between you and us, our affiliates, our designated/approved suppliers and vendors, within
the period permitted for cure and have substantially complied with such agreements during
their respective terms.

(iv)  You will pay all fees and any other amounts then owed to us, our affiliates
and our designated/approved suppliers and vendors.

(V) You or the transferee will pay us a nonrefundable transfer fee equal to 7%
of the then-current initial franchisee fee. If you request us to assist you in selling your
franchise, we may charge you additional fees to cover our advertising costs, salesperson
fees, and any other costs that we incur in assisting with the sale of yourfranchise.

(vi) We may require that the transferee, at the time of closing, enter into our
then current form of franchise agreement as amended to shorten the initial term to conform
to the remaining term of this Agreement and to remove the requirement to pay the initial
fee, and each guarantor under the new franchise agreement will have signed our then
current form of guaranty.

(vi)  You and we will execute a written agreement, in a form satisfactory to us,
terminating this Agreement and acknowledging your obligations following the Transfer.
We may require that the termination agreement includes a general release of any claims
against us and our affiliates.

(vii)  The transferee or its designated personnel will have completed such
training as we may require, to our satisfaction. The cost of training for the transferee plus
one additional attendee, will be $4,000. Each additional attendee will cost $1,000. This
amount is due prior to training and payable to us. This amount does not include
transportation, hotel, or food expenses which will be your expense. The cost of training is
non-refundable.

(ix) The transferee must obtain, within the time limits set by us, and maintain
thereafter, all permits, and licenses required for the operation of the Franchised Business.

(x) We will have approved the material terms and conditions of such transfer
and determined that the price and terms of payment will not adversely affect the
transferee’s operation of the Franchised Business.
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(xi) You must request that we provide the prospective transferee with our
current form of disclosure document, and we shall not be liable for any representations not
included in the disclosure document.

(xii)  Our approval of the transfer shall not constitute a waiver of any claims we
may have against the transferring party.

(xiii)  If you or your owners finance any part of the sale price of the transferred
interest, you or your owners will have agreed that all of the transferee’s obligations
pursuant to any promissory notes, agreements or security interests are subordinate to the
transferee’s obligation to pay Royalties, Advertising Fees and other amounts due tous.

(xiv)  After our authorization of the Transfer and your compliance with all the
requirements listed above, you will give us not less than five business days’ written notice
of the date, time and place of the closing of such Transfer, and you will give us an
opportunity to have a representative present.

(xv)  We shall have the right to disclose to any prospective transferee such
revenue reports and other financial information concerning you and the Franchised
Business as you have supplied us hereunder, and you agree to make no false or misleading
statements in connection with the transfer of this Agreement or the Franchised Business.

(xvi)  If the transaction is brokered by a third-party or by one of our authorized
sales representatives, you or the proposed transferee will be responsible for paying broker
fees at the same commission rate that we pay such broker or salesrepresentatives.

(xvii) In any event, we may withhold or condition our consent to any transfer as
we deem appropriate based on the circumstances of the transfer orotherwise.

(e) Exceptions. Upon prior notice to us and the signing by the relevant parties of
assignment documents acceptable to us, you may transfer this Agreement to an entity that
conducts no business other than the Franchised Business in which you maintain management
control and of which you own and control 100% of the equity and voting power, provided that all
assets of the Franchised Business are owned, and the entire Franchised Business is conducted
by, a single entity. The requirements of Section 4.2(d) will not apply to any such transfer. You will
remain personally liable under this Agreement after such Transfer by signing a Guaranty as
described in Section 1.1(h).

() Transfer Upon Death or Disability. You or your executor or other personal
representative must promptly notify us in the event of your death or disability or, if your company
is an entity, the death or disability of the owner of a 10% or greater interest in your company. Any
transfer upon death or disability will be subject to the same terms and conditions as those that
apply to other transfers, as described in Sections 4.2(a) through (d); provided, however, that you
or your executor or other personal representative will have a period of 120 days in which to effect
a transfer acceptable to us. As used in this Agreement, the term “disability”

34
KidzArt/Club Scientific FDD 2024



means a mental, emotional or physical injury, illness, incapacity, disability or impairment that is
reasonably expected to prevent or does prevent a person from performing the obligations set forth
in this Agreement for at least 60 days. A person’s disability for purposes of this section will be
determined by a licensed practicing physician selected by us upon examination of such person
or, if such person refuses to be examined, then such person will automatically be deemed disabled
for purposes of this section as of the date of refusal. We will pay the cost of the examination.

(9) Operation of the Franchised Business Upon Death or Disability. If upon your
death or disability or, if your company is an entity, the death or disability of the owner of a
controlling interest in your company, the Franchised Business is not being actively managed by
a Managing Owner who has attended and successfully completed such training as we may
require, you or such deceased or disabled owner’s executor, administrator, conservator, guardian
or other personal representative must within a reasonable time, not to exceed 30 days from the
date of death or disability, appoint a Managing Owner to operate the Franchised Business. Such
a Managing Owner will be required to complete our training at your expense. Pending the
appointment and training of a Managing Owner or if, in our judgment, the Franchised Business is
not being managed properly, we have the right, but not the obligation, to appoint a manager for
the Franchised Business. All funds from the operation of the Franchised Business during the
management by our appointed manager will be kept in a separate account, and all expenses of
the Franchised Business, including compensation, other costs and travel and living expenses of
our manager, will be charged to this account. We also have the right to charge a reasonable
management fee (in addition to the Royalties and Advertising Fees payable under this
Agreement) during the period that our appointed manager manages the Franchised Business.
Operation of the Franchised Business during any such period will be on your behalf. We will not
be liable for any debts, losses or obligations incurred by the Franchised Business or to any of
your suppliers for any products, materials, supplies or services the Franchised Business
purchases during any period it is managed by our appointed manager.

Section 4.3 — Right of First Refusal

(a) Notice of Third-Party Offer. If you or any of your company’s owners at any time
desire to sell, assign or transfer for consideration an interest in this Agreement and the Franchised
Business or an ownership interest in your company to anyone other than as described in Section
4.3(d), you will obtain and immediately submit to us a true and complete copy of a bona fide written
offer from the third party that desires to acquire such interest (the “Third Party Offer”). The Third-
Party Offer must include the names of the owners or partners of the offeror company and, in the
case of a publicly held entity, copies of the most current quarterly report and Form 10K. The Third-
Party Offer must contain details of the payment terms of the proposed sale and the source and
terms of any financing of the proposed purchase price and may not include or be contingent upon
the purchase of assets other than those related to the Franchised Business.

(b) Exercise of Our Right of First Refusal. We will have the right, exercisable by notice
delivered to you or your company’s selling owner or owners within thirty (30) days after the date
of our receipt of a copy of the Third Party Offer and all other information we request, to purchase
such interest for the price and on the terms and conditions contained in the Third Party Offer,
provided that (i) we may substitute cash for any form of payment proposed in such

35
KidzArt/Club Scientific FDD 2024



offer; and (ii) we will have at least sixty days after giving notice of our election to prepare for
closing. If we exercise our right of first refusal, you and your selling owners agree that, for a period
of two years commencing on the date of the closing, you and we will execute a written agreement,
in a form satisfactory to us, acknowledging the seller’s continuing obligations. We may require the
seller to sign a general release of any claims against us and our affiliates.

(c) Consequence of Non-exercise of Our Right of First Refusal. If we do not exercise
our right of first refusal, you or your owners may complete the sale to such purchaser pursuant to
and on the exact terms of such offer, subject to our approval of the transfer as provided in Section
4.2; but if the sale to such purchaser is not completed within 120 days after delivery of the Third
Party Offer to us, or if there is a material change in the terms of the sale (which you agree promptly
to communicate to us), we will have an additional right of first refusal during the thirty day period
following either the expiration of such 120-day period or the notice to us of the material changes
in the terms of the sale, either on the terms originally offered or the modified terms, at our option.

(d) Exceptions. Our right of first refusal will not apply to transfers among the current
owners of your company or their immediate family members, or to transfers (whether in a single
transaction or a series of transactions) of less than a 10% interest in your company.

ARTICLE V - TERM AND TERMINATION
Section 5.1 - Term and Renewal

(a) Term. This Agreement will be effective as of the date set forth in the opening
paragraph of this Agreement and, unless sooner terminated as provided in Section 5.2, will
continue in effect for a term of 10 years.

(b) Renewal. You will have the right to acquire a successor franchise for a term often
(10) years, provided that:

(i) you will have given us notice of your desire to renew not less than 6 months
nor more than 12 months before the end of the then-current term;

(ii) you and your affiliated companies must not be in default under this
Agreement or any other agreement with us or any of our affiliates at the time you give your
renewal notice, or if you are in default, you have cured such default in the manner
described below;

(iii) you have satisfied all the monetary obligations you owe us, our affiliates,
our major suppliers and vendors;

(iv)  you comply with our then-current financial qualifications and training
requirements for new KidzArt franchisees;

(V) you must not have received more than two notices of default during the 24-
month period before you notify us of your desire to renew, whether or not such defaults
have been cured;
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(vi)  you present evidence to us that you have the right to remain in possession
of the premises of the Franchised Business for the duration of the renewal term, or you
obtain our approval of a new location for the Franchised Business for the duration of the
renewal term;

(vii)  you comply with our then-current standards in effect for new KidzArt
franchisees and, at your cost and expense, you make such capital expenditures as we
may reasonably require modernizing your services and your equipment to reflect the then-
current standards of a KidzArt Business;

(vii)  if we require, you execute a general release, in a form prescribed by us, of
any and all claims against us and our affiliates and their respective officers, directors,
agents and employees; and

(ix) you execute our then-current standard form of franchise agreement for a 10
year term, which agreement will supersede this Agreement in all respects; provided,
however, that you will not be required to pay the initial franchise fee stated in the renewal
agreement, but you will pay us a renewal fee in an amount equal to 5% of the then-current
initial franchise fee for the type and size of Territory under your agreement. You
understand that the renewal agreement may contain materially different terms than this
Agreement, including, but not limited to, increased royalty and advertisingfees.

If you or any of your affiliated companies is in default under this Agreement or any other agreement
with us or any of our affiliates at the time you give your renewal notice, we will give you notice,
not more than 30 days after receipt by us of notice of your desire to renew, of such default, and
we will give you 30 days to cure. In the event that you fail to cure in that period, or in the event
that any other condition set forth in this section is not satisfied, your right to renew will terminate.

(c) Hold Over. If you do not sign a new franchise agreement before the term expires and
you continue to accept the benefits of this Agreement after this Agreement expires, then at our
option, we may treat this Agreement either as: (i) expired as of the date of expiration, with you
then being deemed to be operating without a franchise in violation of our rights; or (ii) continued
on a month-to-month basis (the "Interim Period") until either (A) both you and we sign a new
franchise agreement or (B) either you or we give at least 30 days’ prior written notice to the other
party of your or our intention to terminate the Interim Period, in which case the Interim Period will
terminate on the date specified in the notice. All your obligations will remain in full force and effect
during the Interim Period as if this Agreement had not expired. Your obligations following the
expiration or termination of this Agreement will remain in effect regardless of any extension of this
Agreement into an Interim Period.

Section 5.2 - Termination

(a) Automatic Termination. This Agreement shall automatically terminate without notice or
an opportunity to cure upon the occurrence of any of thefollowing:
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(i) If you make an assignment for the benefit of creditors, file a voluntary
petition in bankruptcy, are adjudicated bankrupt or insolvent, file or acquiesce in the filing
of a petition seeking reorganization or arrangement under any federal or state bankruptcy
or insolvency law, or you consent to or acquiesce in the appointment of a trustee or
receiver for all or any part of your business or assets, or if your company is dissolved.

(i) If proceedings are commenced to have you adjudicated bankrupt or to seek
your reorganization under any state or federal bankruptcy or insolvency law, and such
proceedings are not dismissed within sixty (60) days, or a trustee or receiver is appointed
for you or the Franchised Business without your consent, and the appointment is not
vacated within 60 days.

(iii) You purport to sell, transfer or otherwise dispose of your interest in this
Agreement, any interest in the Franchised Business, or your company, whether in the form
of equity or a voting interest in violation of Section 4.2 hereof.

(b) Termination by Us Upon Notice. We may terminate this Agreement uponwritten
notice to you with immediate effect if:

(i) you or any of your company’s owners have made any material
misrepresentation or omission in connection with your application for and purchase of the
Franchised Business;

(ii) you or your Managing Owner/and a second person fail to complete the
initial training to our satisfaction in accordance with Section 1.5(b);

(iii) you fail to commence operation of the Franchised Business within thetime
required by Section 1.2(c);

(iv) you are more than ten days late in your payment of any amount due to us
under this Agreement or to any of the suppliers of the Franchised Business and you fail to
make such payment within five days after we will have notified you that such payment is
past due;

(v) you or any of your affiliates default under the lease for the premises of the
Franchised Business and have not cured such default within the time required under the
lease; or you lose possession of the premises of the Franchised Business and have not
relocated to another site approved by us;

(vi) you or any of your company’s owners use or disclose any Confidential
Information in violation of the requirements of Section 3.2;

(vii)  you or any of your company’s owners make any unauthorized use of the
Marks or challenge or seek to challenge the validity of any of the Marks;

(vii)  you fail to maintain the insurance we require and do not correct the failure
within ten days after we deliver written notice of that failure toyou;
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(x)  you fail to provide, at the time, in the manner, and under the terms we
require, the services of the Franchised Business at a location in the Territory for any
international, national or regional company with whom we have negotiated an
arrangement under which you are required to provide such KidzArtservices;

(x) you knowingly maintain false books or records or submit report to us that
understates the Gross Revenue of the Franchised Business three or more times during
the term of this Agreement or by more than 5% on any one occasion;

(xiy  you fail for a period of 15 days after notification by appropriate authority to
comply with any other law or regulation applicable to the operation of the Franchised
Business;

(xii)  you or any of your company’s owners’ effect or attempt to effect a Transfer
without our approval and contrary to the provisions of Article IV;

(xiii)  in the event of your death or disability or the death or disability of the owner
of a controlling interest in your company, this Agreement or such owner’s interest in your
company is not assigned as required by Article IV;

(xiv) you or any of your company’s owners are or have been convicted of, or
plead or have pleaded guilty or no contest to, a felony or any other crime or offense, or
engage in any dishonest, deceptive or unethical conduct that may, in our opinion,
adversely affect the reputation of the Franchised Business, other KidzArt Businesses or
the goodwill associated with the Marks;

(xv)  you fail to operate the Franchised Business for ten (10) consecutive
business days without our consent;

(xvi) you fail to pay when due any federal or state income, service, sales,
withholding or other taxes due in connection with the operation of the Franchised
Business, unless you are contesting your liability for such taxes in good faith or have
received an extension from the applicable government agency of the time within which to
make such payments;

(xvi) you commit three or more defaults under this Agreement in any period of
12 consecutive months, whether or not each such default has been cured after notice was
delivered to you;

(xviii) your assets, property or interests or those of any of your owners are blocked
under any law, rule or regulation relating to terrorist activities;

(xix) you or any of your affiliate’s default under any financing agreement or
arrangement with any party advancing funds to you in connection with the operation of the
Franchised Business or the operation of any other business under a franchise agreement
now or hereafter in effect between us and you or any of your affiliates; or
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(xx)  any other franchise agreement now or hereafter in effect between us and
you or any of your affiliates is terminated due to a breach by you or any of your affiliates
or any other event similar to those described above.

(c) Termination After 30 Day Cure Period. Except as set forth in Section 5.2(a) or
5.2(b), you will have 30 days after receipt of written notice from us of a material default in which
to remedy the default and provide evidence of that remedy to us. If any such default is not cured
within that time, this Agreement will terminate without further notice to you effective immediately
upon expiration of that time unless we notify you otherwise inwriting.

(d) Relationship Laws. Notwithstanding the provisions described in this Section 5.2, if
any valid, applicable law or regulation limits our right to terminate this Agreement or requires
different or longer notice periods than those set forth herein, this Section 5.2 is deemed amended
to conform to the minimum notice periods or restrictions upon termination required by such rules
and regulations. We will not however, be precluded from contesting the validity, enforceability or
application of such laws or regulations in any action, arbitration, hearing or dispute relating to this
Agreement or the termination of this Agreement.

(e) Liquidated Damages. You acknowledge and agree that in the event you abandon
your Franchised Business, we will incur damages, the actual amount of which would be
speculative and difficult to calculate. As such, you agree to pay us, within 30 days after the
effective date of such abandonment, in addition to royalties and all other amounts then owed to
us under this Agreement, the agreed upon liquidated damages amount, which shall be calculated
by determining the average monthly royalty owed to us in the immediately preceding 12 full
calendar months (the “Average Royalty”), and multiplying the Average Royalty by 24 months (the
“Liquidated Damages Amount”). You acknowledge that the Liquidated Damages Amount set forth
herein is a fair and reasonable estimate of the foreseeable damage that we are likely to incur in
light of our loss of royalties. The Liquidated Damages Amount provision only covers our damages
from the loss of cash flow from the Royalty Fees. It does not cover any other damages, including
damages to our Marks, Confidential Information, reputation with the public and landlords and
damages arising from a violation of any provision of this Agreement other than the Royalty Fee
section. You and each of your owners agree that the Liquidated Damages Amount provision does
not give us an adequate remedy at law for any default under, or for the enforcement of, any
provision of this Agreement other than the Royalty Fee section.

Section 5.3 - Consequences of Termination

(a) Your Obligations Upon Termination. Upon the expiration of this Agreement or its
termination for any reason:

(i) all rights and licenses granted to you under this Agreement will immediately
terminate;

(ii) you will remit to us, within 15 days of such expiration or termination, such
Royalties, Advertising Fees, amounts owed for purchases from us, interest due and all
other amounts owed to us that are then unpaid, and you will submit to us any reportsand
other information you may be required to submit tous;
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(iii) if applicable, you will promptly pay us the liquidated damages described in
Section 5.2(b);

(iv) you will remit to us, within 15 days of such expiration or termination, a
complete list of all customers, current as of the effective date of termination or expiration,
including the name, address, telephone number and email address of each customer;

(V) if we do not exercise our option to purchase the Franchised Business in
accordance with Section 5.4, you will promptly remove from the premises of the
Franchised Business and deliver to us or otherwise dispose of as we may instruct, all
printed materials containing any of the Marks and you will remove all copies from your
computers and other electronic storage media, and you will allow us, without liability to
you or to third parties, to remove all such items from the Franchised Business;

(vi) you will assign to us or our designee all of your right, title and interest in and
to your telephone numbers, websites, domain names and meta tags associated with the
Mark (the “Listings”) and you will notify the telephone company and all listing agencies of
the termination or expiration of your right to use any of the Listings, and you will authorize
the transfer of the Listings to us or our designee pursuant to the Conditional Assignment
of Telephone Numbers attached hereto as Schedule “D” or, if we direct, disconnect the
numbers;

(vii)  you will cease to use the Marks and the System in any way, cease referring
to or identifying yourself as a KidzArt franchisee and remove all such identifying materials
from the premises of the Franchised Business unless we instruct you otherwise;

(vii)  you will take such action as may be required to cancel all fictitious or
assumed name or equivalent registrations or domain name registrations relating to your
use of any Marks;

(x)  you will promptly return to us or deliver to us or otherwise dispose of as
we may instruct, the Manuals, and all amendments, revisions and copies of theManuals
(including copies stored electronically), as well as all other Confidential Information and
all copies of such information in your possession or under your control, and you will
remove and destroy all copies from your computers and other electronic storage media;

(x) you will permit us to make final inspection of your financial records, books,
and other accounting records within 6 months of the effective date of termination,
expiration, or transfer;

(xi) you will execute from time to time any necessary papers, documents, and
assurances to effectuate the intent of this Article 5.

(b) Damages, Costs, and Expenses. In the event this Agreement is terminated as a result
of your default, you shall promptly pay to us all damages, costs and expenses, including
reasonable attorneys' fees, incurred by us as a result of the default, which obligation shall give
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rise to and remain, until paid in full, a lien in favor of us against any and all of your personal
property, furnishings, equipment, signs, fixtures and inventory related to the operation of the
Franchised Business.

Section 5.4 — Our Right to Purchase Upon Termination

(a) Exercise of Option. Upon the expiration or termination of this Agreement, we have
the option, exercisable by giving written notice to you within 60 days from the date of such
termination or expiration, to purchase the assets of the Franchised Business from you, including
the leasehold rights to the premises of the Franchised Business (subject to any rights of approval
retained by the landlord). The date on which we notify you whether or not we are exercising our
option is referred to in this Agreement as the “Notification Date”. We have the unrestricted right to
assign this option to purchase the Franchised Business. We will be entitled to all customary
warranties and representations in connection with our purchase, including, without limitation,
representations and warranties as to ownership and condition of and title to assets; liens and
encumbrances on assets; validity of contracts and agreements; and liabilities affecting the assets,
contingent or otherwise.

(b) Leasehold Rights. If we exercise the option described in Section 5.4(a), you agree
at our election, (i) to assign your leasehold interest in the commercial premises of the Franchised
Business to us or (ii) if you are unable to assign your leasehold interest, to enter into a sublease
at a fair market rental for the remainder of the lease term on the same terms (including renewal
option) as the prime lease; or (iii) if you own the premises, to lease the premises to us at a
reasonable commercial rent and according to terms comparable with rental terms for similar
leased property in the marketplace where the Site islocated.

(c) Purchase Price. If we exercise the option described in Section 5.4(a), the purchase
price for the assets of the Franchised Business will be the fair market value of the Franchised
Business, determined in a manner consistent with reasonable depreciation of the leasehold
improvements, equipment, fixtures, furnishings, signs, materials, and supplies. The fair market
value of the Franchised Business will include the goodwill you have developed in the market that
is independent of the goodwill of the Marks and the System. The length of the remaining term of
the lease or sublease of the premises of the Franchised Business, if any, and the age and
condition of the improvements, equipment, fixtures, furnishings, décor and signs will also be
considered in determining the fair market value. We may exclude from the assets purchased cash
or its equivalent and any leasehold improvements, equipment, fixtures, furnishings, signs,
materials and supplies that are not necessary or appropriate to the operation of the Franchised
Business or that we have not approved as meeting our standards, and the purchase price will
reflect such exclusions.

(d) Appraisal. If we and you are unable to agree on the fair market value of the assets
to be purchased or the fair rental value of the premises of the Franchised Business, such fair
market value or fair rental value will be determined by one independent appraiser agreed to by
you and us. If we fail to agree on an appraiser within fifteen days after we exercise the option
described in Section 5.4(a), then each party will name its own reputable appraiser within seven
days thereafter, and the average of their determinations will be binding. If one appraiser is chosen,
then the parties will share the cost of the appraiser equally. If two appraisers are
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used, each party will pay its own appraisal fees. You and we will instruct the appraiser or
appraisers to complete their appraisal within 30 days after theirappointment.

(e) Closing. The closing of the purchase described in this section will take place not
later than 90 days after the determination of the purchase price. We will pay the purchase price
at the closing, but we have the right to set off against the purchase price any and all amounts you
or your company’s owners owe to us. At the closing, you agree to deliver instruments transferring
to us (i) good and merchantable title to the assets purchased, free and clear of all liens and
encumbrances, with all sales and other transfer taxes paid by you; (ii) all licenses and permits of
the Franchised Business that are assignable; and (iii) a leasehold interest in (or unencumbered
title to) the premises of the Franchised Business and the improvements to such premises. If you
cannot deliver clear title to all of the purchased assets, or if there are other unresolved issues, the
parties will endeavor to close the sale with the purchase price held in escrow pending resolution
of such issues.

ARTICLE VI - REPRESENTATIONS AND WARRANTIES; INDEMNIFICATION
Section 6.1 - Representations and Warranties
(a) Your Representations. You represent and warrant as follows:

(h YOU HAVE NOT RELIED ON ANY PROMISES, REPRESENTATIONS OR
AGREEMENTS NOT EXPRESSLY CONTAINED IN THIS AGREEMENT OR THE
KIDZART FRANCHISE DISCLOSURE DOCUMENT IN MAKING YOUR DECISION TO
SIGN THIS AGREEMENT. WE AND OUR REPRESENTATIVES HAVE NOT MADE ANY
PROMISES, REPRESENTATIONS OR AGREEMENTS, ORAL OR WRITTEN, EXCEPT
AS EXPRESSLY CONTAINED IN THIS AGREEMENT AND THE KIDZART FRANCHISE
DISCLOSURE DOCUMENT. YOU FURTHER UNDERSTAND THAT SOME
FRANCHISEES ARE MORE OR LESS SUCCESSFUL THAN OTHER FRANCHISEES
AND THAT WE HAVRE MADE NO REPRESENTATION THAT YOU WILL DO ASWELL
AS ANY OTHER FRANCHISEE.

(1 YOU HAVE CONDUCTED AN INDEPENDENT INVESTIGATION OF THE
BUSINESS VENTURE CONTEMPLATED BY THIS AGREEMENT, AND YOU
RECOGNIZE THAT, LIKE ANY OTHER BUSINESS, AN INVESTMENT IN A KIDZART
FRANCHISE INVOLVES BUSINESS RISKS AND THAT YOUR ABILITIES AND
EFFORTS ARE VITAL TO THE SUCCESS OF THEVENTURE.

(1)~ YOU RECEIVED THE KIDZART DISCLOSURE DOCUMENT AT LEAST
FOURTEEN DAYS (AND 10 BUSINESS DAYS) BEFORE THE EARLIER OF THEDATE
ON WHICH YOU (l) SIGNED THIS AGREEMENT OR ANY RELATED AGREEMENT OR
(I1) PAID ANY CONSIDERATION IN CONNECTION WITH THE SALE OR PROPOSED
SALE OF A KIDZART FRANCHISE.

(IV)  YOU RECEIVED A COPY OF THIS AGREEMENT AND ANY RELATED
AGREEMENTS AT LEAST SEVEN DAYS BEFORE THE DAY YOU SIGNED SUCH
AGREEMENTS.
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(V)  YOU HAVE READ AND UNDERSTOOD THIS AGREEMENT AND HAVE
HAD AMPLE OPPORTUNITY TO CONSULT WITH AN ATTORNEY AND OTHER
ADVISORS OF YOUR OWN CHOOSING ABOUT THE POTENTIAL BENEFITS AND
RISKS OF ENTERING INTO THIS AGREEMENT. YOU ACKNOWLEDGE THAT WE
HAVE ADVISED YOU TO HAVE THIS AGREEMENT REVIEWED AND EXPLAINED TO
YOU BY AN ATTORNEY.

(VI)  ALL STATEMENTS YOU HAVE MADE AND ALL MATERIALS YOU HAVE
SUBMITTED TO US IN CONNECTION WITH YOUR APPLICATION FOR AND
PURCHASE OF THE FRANCHISE ARE ACCURATE AND COMPLETE AND, IN THAT
CONNECTION, YOU HAVE MADE NO MISREPRESENTATIONS TO US OR OMITTED
DISCLOSING ANY MATERIAL INFORMATION TO US.

(VIl)  YOU ARE UNDER NO OBLIGATION OR RESTRICTION, NORWILL YOU
ASSUME ANY OBLIGATION OR RESTRICTION, THAT WOULD IN ANY WAY
INTERFERE OR BE INCONSISTENT WITH, OR PRESENT A CONFLICT OF INTEREST
CONCERNING, THE SERVICES THAT ARE THE SUBJECT OF THIS AGREEMENT OR
THE RIGHTS AND OBLIGATIONS OF THE PARTIES UNDER THIS AGREEMENT.

(Vi) SCHEDULE “A” COMPLETELY AND ACCURATELY DESCRIBES ALL OF
YOUR COMPANY’'S OWNERS, DIRECTORS, OFFICERS, MEMBERS, PARTNERS
AND MANAGERS AND THEIR OWNERSHIP INTERESTS AND MANAGEMENT
POSITIONS IN YOUR COMPANY.

(b) Your Representations as an Entity. If your company is a corporation, limited
partnership or limited liability company, you further represent and warrant asfollows:

(i) Your entity is duly organized or formed and in good standing under the laws
of the state of its formation.

(ii) Your entity has the power and authority to enter into this Agreement and to
perform its obligations under this Agreement, that all of the partners of the partnership,
members of the company or all of the shareholders of the corporation, as applicable, have
read and approved this Agreement, including any restrictions which this Agreement places
upon rights to transfer their interest in the partnership, company or corporation.

(iii) Your entity’s organizational documents, operating agreement or
shareholders agreement will recite that the issuance and transfer of your company’s
ownership interests are restricted by the terms of this Agreement, and all certificates and
other documents representing your company’s ownership interests will bear a legend
referring to the restrictions of this Agreement.

Section 6.2 - Indemnification

(a) Your Indemnity. You and your company’s owners agree to indemnify, defend, and
hold us, our affiliates and their respective shareholders, directors, officers, employees, agents,
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successors and assignees (“Indemnitees”) harmless against and to reimburse them for all claims,
obligations, liabilities and damages (“Claims”), including any and all taxes, directly or indirectly
arising out of, in whole or in part: (a) the operation of your Franchised Business, the sale of any
products and services, and your advertising; (b) the use of the Marks, Curricula, Manuals and any
other proprietary materials; (c) the transfer of any interest in this Agreement or the Franchised
Business in any manner not in accordance with this Agreement; (d) the infringement, alleged
infringement, or any other violation or alleged violation by you or any of your principals of any
patent, mark or copyright or other proprietary right owned or controlled by third parties; or (e) libel,
slander or any other form of defamation of us, the System or any franchisee operating under the
System, by you or by any of your company’s owners. For purposes of this indemnification,
“Claims” shall include all obligations, actual, consequential, punitive, and other damages, and
costs reasonably incurred in the defense of any action, including attorneys’, attorney assistants’
and expert witness fees, costs of investigation and proof of facts, court costs, other litigation
expenses, and travel and living expenses, whether or not such claims exceed the amount of
insurance coverage available to us through your insurance. We shall have the right to defend any
such Claim against us in such manner as we deem appropriate or desirable in our sole discretion.
Such an undertaking by us shall, in no manner or form, diminish your and each of your company’s
owners’ obligations to indemnify the Indemnities and to hold them harmless. This indemnity shall
continue in full force and effect subsequent to and notwithstanding the expiration or termination
of this Agreement.

(b)  Our Indemnity. We will defend and indemnify and hold you and your affiliates, and
the members, managers, stockholders, directors, officers, employees and agents of your
company and its affiliates, harmless from and against all costs, expenses, liabilities and losses,
including reasonable attorneys’ fees and disbursements, directly or indirectly relating to
advertising or promotion carried out by us or by agencies or media engaged by us relating to the
KIDZART brand, provided that you have timely notified us of each such claim or proceeding, have
given us sole control of the defense and settlement, and have otherwise complied with this
Agreement.

(c) Notice of Claim; Survival. Each party will give the other notice of any claim that may
require indemnification promptly after such party learns of such claim. The rights and obligations
of the parties under this Section 6.2 will survive the expiration or termination of thisAgreement.

ARTICLE VIl - DISPUTE RESOLUTION

Section 7.1 - Choice of Law. This Agreement shall be governed by and construed in accordance
with the laws of the State of Mississippi (without reference to its conflict of laws principals).

Section 7.2 - Internal Dispute Resolution. You must first bring any claim or dispute between you
and us to our President and/or Chief Executive Officer at our headquarters, after providing notice
as set forth in Section 8.6 below. You must exhaust this internal dispute resolution procedure
before you may bring your dispute before a third party. This agreement to first attempt resolution
of disputes internally shall survive termination or expiration of thisAgreement.
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Section 7.3 - Mediation. At our option, all claims or disputes between you and us or our affiliates
arising out of, or in any way relating to, this Agreement or any other agreement by and between
you and us or our affiliates, or any of the parties' respective rights and obligations arising from
such agreement, which are not first resolved through the internal dispute resolution procedure
sent forth in Section 7.2 above, must be submitted first to mediation in Desoto County, Mississippi,
under the auspices of the American Arbitration Association ("AAA"), in accordance with AAA's
Commercial Mediation Rules then in effect. Before commencing any legal action against us or our
affiliates with respect to any such claim or dispute, you must submit a notice to us, which specifies,
in detail, the precise nature and grounds of such claim or dispute. We will have a period of 30
days following receipt of such notice within which to notify you as to whether we or our affiliates
elect to exercise our option to submit such claim or dispute to mediation. You may not commence
any action against us or our affiliates with respect to any such claim or dispute in any court unless
we fail to exercise our option to submit such claim or dispute to mediation, or such mediation
proceedings have been terminated either: (i) as the result of a written declaration of the
mediator(s) that further mediation efforts are not worthwhile; or (ii) as a result of a written
declaration by us. Our rights to mediation, as set forth herein, may be specifically enforced by us.
Each party shall bear its own cost of mediation and you and we shall share mediation costs
equally. This agreement to mediate shall survive any termination or expiration of this Agreement.

(a) The parties shall not be required to first attempt to mediate a controversy, dispute, or
claim through mediation as set forth in this Section 7.3 if such controversy, dispute, or claim
concerns an allegation that a party has violated (or threatens to violate, or poses an imminent risk
of violating):

(i) Any federally protected intellectual property rights in the Marks, the
System, trade secrets, or Confidential Information;

(i) Any of the restrictive covenants contained in this Agreement;

(iii) Any claims arising out of or related to fraud or misrepresentation by you,
or your insolvency; or

(iv) Any claims to collect past due amounts owed to us or our affiliates.

Section 7.4 - Selection of Venue. Nothing contained in this Agreement shall prevent us from
applying to and obtaining from any court having jurisdiction a writ of attachment, a temporary
injunction, preliminary injunction and/or other emergency relief available to safeguard and protect
our interests. The parties expressly agree to the jurisdiction and venue of any court of general
jurisdiction in Desoto County, Mississippi, and the jurisdiction and venue of the United States
District Court for the Northem District of Mississippi. You acknowledge that this Agreement has been
entered into in the State of Mississippi, and that you are to receive valuable and continuing services
emanating from our headquarters in Lake Cormorant, Mississippi, including but not limited to
training, assistance, support and the development of the System. In recognition of such services
and their origin, you hereby irrevocably consent to the exclusive personal jurisdiction of the state
and federal courts of the State of Mississippi set forth above. The parties agree that all
proceedings, whether litigation or mediation, will be conducted on an individual, not a class-wide
basis, and that any proceeding between you and your principals and
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guarantors and us or our affiliates or employees may not be consolidated with any other
proceeding between us and any other person or entity.

Section 7.5 - Third Party Beneficiaries. Our officers, directors, shareholders, agents and/or
employees are express third party beneficiaries of the provisions of this Agreement, including the
mediation provision set forth in this Section 7, each having authority to specifically enforce the
right to mediate/litigate claims asserted against such person(s) by us.

Section 7.6 - Prior Notice of Claims. As a condition precedent to commencing an action for
damages or for violation or breach of this Agreement, you must notify us within thirty (30) days
after the occurrence of the violation or breach, and failure to timely give such notice shall preclude
any claim for damages.

Section 7.7 - No Right to Offset. You shall not withhold all or any part of any payment to us or
any of our affiliates on the grounds of our alleged nonperformance or as an offset against any
amount we or any of our affiliates allegedly may owe you under this Agreement or any related
agreements.

Section 7.8 - Injunctive Relief. Nothing in this Agreement shall prevent us from seeking to obtain
injunctive relief, without posting a bond, against threatened conduct that will cause us loss or
damages, under the usual equity rules, including the applicable rules for obtaining restraining
orders and preliminary and permanent injunctions. If injunctive relief is granted, your only remedy
will be the court’s dissolution of the injunctive relief. If the injunctive relief was wrongfully issued,
you expressly waive all claims for damages you incurred as a result of the wrongfulissuance.

Section 7.9 - Limitation of Action. You further agree that no cause of action arising out of or
under this Agreement may be maintained by you against us unless brought before the expiration
of one (1) year after the act, transaction or occurrence upon which such action is based or the
expiration of one (1) year after you become aware of facts or circumstances reasonably indicating
that you may have a claim against us hereunder, whichever occurs sooner, and that any action
not brought within this period shall be barred as a claim, counterclaim, defense, orset-off.

(a) you hereby waive the right to obtain any remedy based on alleged fraud,
misrepresentation, or deceit by us, including, without limitation, rescission of this Agreement, in
any mediation, judicial, or other adjudicatory proceeding arising hereunder, except upon a ground
expressly provided in this Agreement, or pursuant to any right expressly granted by any applicable
statute expressly regulating the sale of franchises, or any regulation or rules promulgated
thereunder.

Section 7.10 - Waiver of Punitive Damages. You hereby waive to the fullest extent permitted by
law, any right to or claim for any punitive, exemplary, incidental, indirect, special or consequential
damages (including, without limitation, lost profits) against us arising out of any cause whatsoever
(whether such cause be based in contract, negligence, strict liability, other tort or otherwise) and
agree that in the event of a dispute, that your recovery is limited to actual damages. If any other
term of this Agreement is found or determined to be unconscionable or
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unenforceable for any reason, the foregoing provisions shall continue in full force and effect,
including, without limitation, the waiver of any right to claim any consequential damages.

Section 7.11 JURY TRIAL WAIVER. THE PARTIES HEREBY AGREE TO WAIVE TRIAL BY
JURY IN ANY ACTION, PROCEEDING OR COUNTERCLAIM, WHETHER AT LAW OR
EQUITY, REGARDLESS OF WHICH PARTY BRINGS SUIT. THIS WAIVER SHALL APPLY TO
ANY MATTER WHATSOEVER BETWEEN THE PARTIES HERETO WHICH ARISES OUT OF
OR IS RELATED IN ANY WAY TO THIS AGREEMENT, THE PERFORMANCE OF EITHER
PARTY, AND/OR YOUR PURCHASE FROM US OF THE FRANCHISE AND/OR ANY GOODS
OR SERVICES.

Article VIII - MISCELLANEOUS

Section 8.1 — Relationship of the Parties. You are an independent contractor and not an agent

of ours. You will have no power or authority to make any commitment or enter into any contract
or agreement obligating or purporting to obligate us, and you will not hold yourself out as having
such power or authority. Nothing in this Agreement creates a fiduciary relationship between the
parties. You agree to conspicuously identify yourself in all dealings with customers, suppliers,
public officials, your employees and others as the owner of an independent business under a
franchise we have granted and to place such notices of independent ownership on such forms,
business cards, stationery, advertising and other materials as we require from time to time. We
will not be obligated for any damages to any person or property directly or indirectly arising out of
the operation of the Franchised Business.

Section 8.2 — Reasonable Business Judgment. You acknowledge that the long-term interests
of the network of KidzArt Businesses, and our company and its owners, taken together, require
that we have the latitude to make business decisions with respect to the System and the System
Standards. The ultimate responsibility to make decisions with respect to the System and the
System Standards is vested in us because we, you and all KidzArt franchisees have a collective
interest in working within a franchise system that can quickly adjust to changing business
conditions, including changes in the competitive environment, new laws and regulations, and
emerging business opportunities. We have this right even if, at times, a particular decision
adversely affects you. We will not be required to consider your particular economic or other
circumstances or to disregard our own economic or other business interest when making
decisions under this Agreement.

Section 8.3 - Severability. If any restrictive covenant in this Agreement is held to be invalid or
unenforceable because its duration is too long or its scope is too broad, you and we agree that
the court making such determination will have the power to reduce the duration or scope in such
a manner that the remaining revised covenant will be valid and enforceable. Whenever possible,
each provision of this Agreement will be interpreted in such a manner as to be effective and valid
under applicable law, but if any provision of this Agreement is prohibited by or invalid under
applicable law, such prohibition or invalidity will not invalidate the remainder of such provision or
the other provisions of this Agreement.

Section 8.4 — No Waiver of Rights. No delay or failure to exercise any right or remedy provided
for in this Agreement will be deemed to be a waiver of such right or remedy or acquiescence in
the event giving rise to such right or remedy. No waiver will be binding unless
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contained in a writing signed by the party waiving its rights. Any waiver is limited to the specific
situation in which it is given and no waiver of any breach or default under this Agreement will be
construed as a waiver of any earlier or succeeding breach or default.

Section 8.5 — Notices. All notices, requests, consents, and other communications required or
permitted by this Agreement will be in writing and will be delivered by eSignatue document signing
software or by hand, overnight delivery service, or registered or certified first class mail, to the
following address, or such other address as either party, by like notice, designates with respect
to its own address:

If to us: KidzArt LLC
P. O. Box 81143
Lansing, M| 48908-1143
Attn: President

If to you: The address indicated in Schedule A

Any such notice, request, consent or other communication will be deemed given and be effective
upon receipt at such address.

Section 8.6 — Affiliates. As used in this Agreement, the term “affiliate” of party means a company
directly or indirectly controlling, controlled by or under common control with such party. “Control”
of another company, as used in this Agreement, will mean the ownership of or the power to vote,
directly or indirectly through majority-owned companies, fifty-one percent or more of the voting
stock or voting rights of such other company.

Section 8.7 — Attorneys’ Fees. If you are in breach or default of any monetary or nonmonetary
material obligation under this Agreement or any related agreement between you and us and/or
our affiliates, and we engage an attorney to enforce our rights (whether or not formal judicial
proceedings are initiated), you must pay all reasonable attorneys' fees, court costs and litigation
expenses we incur. If you institute any legal action to interpret or enforce the terms of this
Agreement, and your claim in such action is denied or the action is dismissed, we are entitled to
recover our reasonable attorneys' fees, and all other reasonable costs and expenses incurred in
defending against same, and to have such an amount awarded as part of the judgment in the
proceeding.

Section 8.8 — Entire Agreement

. This Agreement and all ancillary agreements executed simultaneously with this Agreement,
constitute the entire understanding of the parties, and supersede any and all prior oral or written
agreements between you and us on the matters contained in this Agreement; but nothing in this
or any related agreement is intended to disclaim the representations we made in the franchise
disclosure document. This agreement may not be modified except by a written document signed
by both parties.
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IN WITNESS WHEREOF, the parties have signed this Agreement on the dates set forth below,
with effect as of the date first above written.

KIDZART LLC [Franchisee]
By By
Title Title

Date Date
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SCHEDULE A

FRANCHISEE INFORMATION
Referred to in Sections 1.1(a) and (h), 1.2(a), 2.1(a), 6.1(a)(viii) and 8.6

N

Approved location:

2. Territory:

3. 10% discount for qualified veterans. Yes or No (Check one.)

4. Address for notices (if different than1):

5. Ownership and management of the franchisee. The Franchisee is [checkone]
___anIndividual

_____aCorporation State of Incorporation:

a Limited Liability Company State of Formation:
__aPartnership
Other Explain:

The following persons are the Owners and Managers of the Franchisee:

Name & Address Office Director, partner Percentage
(or LLC manager) or LLC member Ownership
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Certificate and Articles of Incorporation
Certificate and Agreement of Partnership
Certificate and Articles of Organization
By-Laws

Partnership Agreement

Resolution Authorizing Franchise Agreement
Other

Conditions:

Documents:

Franchisee to reflect its agreement by
initialing each applicable box

KidzArt/Club Scientific FDD 2024

Not Required

O

OO0O000a0

Provided to
Us
O

OO0O0O0o0Oo0oao

To Be
Provided to
Us Within 30
Days
O

O0O0O0Oo0oao



The legal entity’s activities must be confined exclusively to operating the
franchised Office.

(or another person with our
written consent) must act as the legal entity’s ManagingOwner.

Each owner must sign the Guaranty and Assumption of Obligations.

The legal entity must maintain stop transfer instructions on its records
against transfer of any stock certificate or certificate of ownership
contrary to the terms of Section 19 of the Franchise Agreement.

Each stock certificate or certificate of ownership must include the
statement we require regarding transfer restrictions.

The legal entity must maintain a current list of all owners and give us the
list on request
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O
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SCHEDULE B

SEE SECTION 1.1(H) OF THE FRANCHISE AGREEMENT
KIDZART LLC
Guaranty and Assumption of Obligations

In order to induce KIDZART LLC, a Nevada limited liability company (the “Franchisor”) to enter

into a KidzArt Franchise Agreement dated as of (the “Franchise
Agreement”) with , (the
“Franchisee”) for a KidzArt franchise located in each of the undersigned persons

(the “Guarantors”), jointly, individually and severally, hereby agrees asfollows:
1. Assumption of Obligations/Guaranty of Payment

(@) Personal Guaranty. Each Guarantor personally and unconditionally agrees to be
firmly bound by all of the terms, provisions and conditions of the Franchise Agreement, and any
other agreement between Franchisee and Franchisor and/or its affiliates, and guarantees to the
Franchisor and the Franchisor’s successors and assigns the due, punctual and complete payment
of all amounts that the Franchisee is obligated to pay to the Franchisor under the Franchise
Agreement and under any modification of, amendment to or renewal of the Franchise Agreement.

(b) Waiver of Defenses. Each Guarantor waives to the fullest extent permitted by law
(a) any defense based upon any (i) legal disability or lack of authority of the Franchisee, (ii) legal
or equitable discharge or limitation of the liability of the Franchisee, whether consensual or arising
by operation of law, (iii) bankruptcy, insolvency, reorganization or other similar proceeding
affecting a Guarantor or the Franchisee, or (iv) invalidity, irregularity or unenforceability of any or
all of the provisions of this Guaranty or the Franchise Agreement; (b) presentment, demand,
protest or notice of any other kind; (c) notice of acceptance of this Guaranty; (d) other defenses
available to a Guarantor under applicable law; or (e) any requirement of diligence on the part of
the Franchisor or any right a Guarantor may have to require the Franchisor to proceed first against
the Franchisee.

(c) Guaranty of Payment. This is a guaranty of payment and not of collection. The
Franchisor may require payment from each Guarantor of any obligation of the Franchisee under
the Franchise Agreement and may sue each Guarantor for damages without first seeking or taking
any action against the Franchisee.

(d) No Modification or Release. The liability of each Guarantor is unaffected by (a) any
modification, amendment, termination or variation in or addition to the Franchise Agreement; (b)
any extension of time for performance or any waiver of performance or any delay of the Franchisor
in enforcing any right, remedy, power or privilege that the Franchisor
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may have against the Franchisee or any other person; (c) the release of the Franchisee, in whole
or in part, from performance or observance of any of the agreements, covenants, terms or
conditions contained in the Franchise Agreement, whether made with or without notice to
Guarantor; or (d) any other guaranty now or hereafter executed by anyone else in connection with
the transactions contemplated by the Franchise Agreement.

2. Proprietary Rights; Confidentiality; Noncompetition

(@) Improvements. Each Guarantor agrees that if a Guarantor makes an improvement
to the Franchisor’'s business system or method, such improvement will be the property of the
Franchisor pursuant to the terms of Section 1.4(c) of the Franchise Agreement and the Guarantor
will promptly disclose such improvement to the Franchisee or to the Franchisor with reference to
this undertaking. The Guarantor hereby assigns all rights in such improvements to the Franchisor
and agrees to sign any documents that the Franchisor may reasonably request from time totime
to evidence such assignment.

(b) Copyrights and Trademarks. Each Guarantor acknowledges that the Franchisor’s
copyrights and trademarks may only be used by the Franchisee in accordance with Section 3.1
of the Franchise Agreement. Each Guarantor personally agrees to comply with all of the
Franchisee’s obligations under Section 3.1 and not to use any of the Franchisor’s copyrights or
trademarks except on behalf of the Franchisee in furtherance of the Franchisee’s business, and
each Guarantor agrees that any such use will be in compliance the Franchisee’s obligations under
the Franchise Agreement as if the Guarantor were the Franchisee under the Franchise
Agreement.

(c) Confidentiality. Each Guarantor acknowledges the Franchisee’s obligations of
confidentiality under Section 3.2 of the Franchise Agreement. Each Guarantor personally agrees
to comply with all of the Franchisee’s obligations under Section 3.2 and not to disclose or use any
Confidential Information (as defined in Section 3.2(a) of the Franchise Agreement except on
behalf of the Franchisee in furtherance of the Franchisee’s business in compliance the
Franchisee’s obligations under the Franchise Agreement, and only to the extent that the
Franchisee is permitted under the Franchise Agreement to disclose and use Confidential
Information. Upon the request of the Franchisor, the Guarantor will promptly return to the
Franchisor all Confidential Information and all copies in the Guarantor’s possession or under the
Guarantor’s control, and the Guarantor will destroy all copies on the Guarantor’s computers and all
digital storage devices.

(d) Noncompetition. Each Guarantor acknowledges the Franchisee’s obligations
under Section 3.3 of the Franchise Agreement not to compete with the Franchisor. Each
Guarantor personally agrees to comply with and be bound by all the Franchisee’s obligations
under Section 3.3 to the same extent that the Franchisee is bound by the obligations of Section
3.3, both during and after the term of the Franchise Agreement.

3. Dispute Resolution
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(a) Choice of Law. This Agreement shall be governed by and construed in accordance
with the laws of the State of Mississippi (without reference to its conflict of laws principals).

(b) Internal Dispute Resolution. Each Guarantor must first bring any claim or dispute
between such Guarantor and Franchisor to Franchisor’s President and/or Chief Executive Officer
at Franchisor's headquarters, after providing notice as set forth in Section 8.6 of the Franchise
Agreement. Each Guarantor must exhaust this internal dispute resolution procedure before
bringing such dispute before a third party. This agreement to first attempt resolution of disputes
internally shall survive termination or expiration of this Guaranty.

(c) Mediation. At Franchisor’s option, all claims or disputes between each Guarantor
and Franchisor or Franchisor’s affiliates arising out of, or in any way relating to, this Guaranty or
any other agreement by and between a Guarantor and Franchisor or its affiliates, or any of the
parties' respective rights and obligations arising from such agreement, which are not first resolved
through the internal dispute resolution procedure sent forth in Section 3(b) above, must be
submitted first to mediation in Desoto County, Mississippi, under the auspices of the American
Arbitration Association ("AAA"), in accordance with AAA's Commercial Mediation Rules then in
effect. Before commencing any legal action against Franchisor or its affiliates with respect to any
such claim or dispute, a Guarantor must submit a notice to Franchisor, which specifies, in detail,
the precise nature and grounds of such claim or dispute. Franchisor will have a period of 30 days
following receipt of such notice within which to notify Guarantor as to whether Franchisor or its
affiliates elect to exercise our option to submit such claim or dispute to mediation. Guarantor may
not commence any action against Franchisor or its affiliates with respect to any such claim or
dispute in any court unless Franchisor fails to exercise our option to submit such claim or dispute
to mediation, or such mediation proceedings have been terminated either: (i) as the result of a
written declaration of the mediator(s) that further mediation efforts are not worthwhile; or (ii) as a
result of a written declaration by Franchisor. Franchisor’s right to mediation, as set forth herein,
may be specifically enforced by Franchisor. Each party shall bear its own cost of mediation and
Franchisor and Guarantors shall share mediation costs equally. This agreement to mediate shall
survive any termination or expiration of this Guaranty.

(i) The parties shall not be required to first attempt to mediate a
controversy, dispute, or claim through mediation as set forth in this Section 7.3 if
such controversy, dispute, or claim concerns an allegation that a party has violated
(or threatens to violate, or poses an imminent risk of violating):

(a) Any federally protected intellectual property rights in the
Marks, the System, trade secrets, or Confidential Information;

(b) Any of the restrictive covenants contained in this Guaranty;

(c) Any claims arising out of or related to fraud or
misrepresentation by you, or your insolvency; or
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(d) Any claims to collect past due amounts owed to us or our
affiliates.

(d) Selection of Venue. Nothing contained in this Guaranty shall prevent Franchisor
from applying to and obtaining from any court having jurisdiction a writ of attachment, a temporary
injunction, preliminary injunction and/or other emergency relief available to safeguard and protect
its interests. The parties expressly agree to the jurisdiction and venue of any court of general
jurisdiction in Desoto County, Mississippi, and the jurisdiction and venue of the United States
District Court for the Northern District of Mississippi. Each Guarantor acknowledges that this
Agreement has been entered into in the State of Mississippi, and that they are to receive valuable
and continuing services emanating from Franchisor's headquarters in Lake Cormorant,
Mississippi, including but not limited to training, assistance, support, and the development of the
System. In recognition of such services and their origin, each Guarantor hereby irrevocably
consents to the personal jurisdiction of the state and federal courts of the State of Mississippi set
forth above. The parties agree that all proceedings, whether litigation or mediation, will be
conducted on an individual, not a class-wide basis, and that any proceeding between a Guarantor
and Franchisor or its affiliates or employees may not be consolidated with any other proceeding
between Franchisor and any other person or entity.

(e) Third Party Beneficiaries. Franchisor’s officers, directors, shareholders, agents
and/or employees express third party beneficiaries of the provisions of this Guaranty, including
the mediation provision set forth in this Section 3, each having authority to specifically enforce the
right to mediate/litigate claims asserted against such person(s) by Franchisor.

(i) Prior Notice of Claims. As a condition precedent to commencing an action for
damages or for violation or breach of this Agreement, the Guarantor must notify Franchisor within
thirty (30) days after the occurrence of the violation or breach, and failure to timely give such
notice shall preclude any claim for damages.

9) No Right to Offset. Guarantor shall not withhold all or any part of any payment to
Franchisor or any of its affiliates on the grounds of Franchisor’s alleged nonperformance or as an
offset against any amount Franchisor or any of its affiliates allegedly may owe Guarantor under
this Agreement or any related agreements.

(h) Injunctive Relief. Nothing in this Agreement shall prevent Franchisor from seeking
to obtain injunctive relief, without posting a bond, against threatened conduct that will cause
Franchisor loss or damages, under the usual equity rules, including the applicable rules for
obtaining restraining orders and preliminary and permanent injunctions. If injunctive relief is
granted, Guarantor's only remedy will be the court’s dissolution of the injunctive relief. If the
injunctive relief was wrongfully issued, each Guarantor expressly waives all claims for damages
he/she incurred as a result of the wrongful issuance.

0] Limitation of Action. Each Guarantor further agrees that no cause of action arising
out of or under this Guaranty may be maintained by Guarantor against Franchisor unless brought
before the expiration of one (1) year after the act, transaction or occurrence upon which
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such action is based or the expiration of one (1) year after the Guarantor becomes aware of facts
or circumstances reasonably indicating that the Guarantor may have a claim against Franchisor
hereunder, whichever occurs sooner, and that any action not brought within this period shall be
barred as a claim, counterclaim, defense, or set off.

(a) each Guarantor hereby waives the right to obtain any remedy based on alleged
fraud, misrepresentation, or deceit by Franchisor, including, without limitation, rescission
of this Agreement, in any mediation, judicial, or other adjudicatory proceeding arising
hereunder, except upon a ground expressly provided in this Agreement, or pursuant to
any right expressly granted by any applicable statute expressly regulating the sale of
franchises, or any regulation or rules promulgated thereunder.

() Waiver of Punitive Damages. Each Guarantor hereby waives to the fullest extent
permitted by law, any right to or claim for any punitive, exemplary, incidental, indirect, special or
consequential damages (including, without limitation, lost profits) against Franchisor arising out
of any cause whatsoever (whether such cause be based in contract, negligence, strict liability,
other tort or otherwise) and agree that in the event of a dispute, that the Guarantor’s recovery is
limited to actual damages. If any other term of this Agreement is found or determined to be
unconscionable or unenforceable for any reason, the foregoing provisions shall continue in full
force and effect, including, without limitation, the waiver of any right to claim any consequential
damages.

(k) Attorneys’ Fees. If Guarantor is in breach or default of material obligation under
this Guaranty or any related agreement between Guarantor and Franchisor and/or its affiliates,
and Franchisor engages an attorney to enforce its rights (whether or not formal judicial
proceedings are initiated), Guarantor must pay all reasonable attorneys' fees, court costs and
litigation expenses Franchisor incurs. If a Guarantor institutes any legal action to interpret or
enforce the terms of this Guaranty, and Guarantor’s claim in such action is denied or the action
is dismissed, Franchisor is entitled to recover its reasonable attorneys' fees, and all other
reasonable costs and expenses incurred in defending against same, and to have such an amount
awarded as part of the judgment in the proceeding.

(I) JURY TRIAL WAIVER. THE PARTIES HEREBY AGREE TO WAIVE TRIAL BY JURY
IN ANY ACTION, PROCEEDING OR COUNTERCLAIM, WHETHER AT LAW OR EQUITY,
REGARDLESS OF WHICH PARTY BRINGS SUIT. THIS WAIVER SHALL APPLY TO ANY
MATTER WHATSOEVER BETWEEN THE PARTIES HERETO WHICH ARISES OUT OF OR IS
RELATED IN ANY WAY TO THIS GUARANTY.

4. Miscellaneous

(@) Transfer by the Franchisor. If the Franchisor transfers its rights and obligations
under the Franchise Agreement pursuant to Section 4.1 of the Franchise Agreement, this
Guaranty will be deemed to be transferred automatically to the transferee who, upon such
transfer, will have all of the rights granted to the Franchisor under this Guaranty vis-a-vis the
Guarantors, and the obligations of the Guarantors will then accrue to the benefit of the transferee.
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(b) Notices. All notices and other communications required or permitted by this
Agreement will be in writing and will be delivered by hand, fax, overnight delivery service, or
registered or certified first class mail, to the then-current address of the Guarantor known by the
sender. Any such notice or other communication will be deemed given and be effective upon
receipt at such address.

(c) Defined Terms. Terms defined in the Franchise Agreement and not defined in this
Guaranty shall have the meaning defined in the Franchise Agreement.

(d) Waiver. No delay, omission, or failure to exercise any right or remedy provided for
in this Agreement will be deemed to be a waiver of such right or remedy or acquiescence in the
event giving rise to such right or remedy.

(e) Amendments. This Guaranty of Obligations may not be modified or amended
except in writing signed by the Franchisor and the Guarantor to be bound by such modification or
amendment. No waiver or discharge will be valid unless in writing and approved by the Franchisor.

IN WITNESS WHEREOF, each Guarantor has signed this Guaranty as of the date of the
Franchise Agreement.

Signature Print Name
Signature Print Name
Signature Print Name

Acknowledged and agreed:

KIDZART LLC

By

Title

Date

STATE OF )
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SS.:
COUNTY OF

On the day of , before me personally came
and , to me known tobe
the individuals described in and who executed the foregoing guaranty, and they acknowledged that
they executed the same.

Notary
Public
STATE OF )
) Ss.
COUNTY OF )
On the day of , before me personally came
and , to me known tobe

the individuals described in and who executed the foregoing guaranty, and they acknowledged that
they executed the same.

Notary
Public
STATE OF )
) Ss.
COUNTY OF )
On the day of , before me personally came
and , to me known tobe

the individuals described in and who executed the foregoing guaranty, and they acknowledged that
they executed the same.

Notary

Public
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SCHEDULE C
SEE SECTION 1.5(H) OF THE FRANCHISE AGREEMENT
KIDZART LLC

CONFIDENTIALITY AND NONCOMPETITION AGREEMENT

Recipient Date
Recipient’s Position with Franchisee Franchisee
1. Purpose of this Agreement. The franchisee named above (the “Franchisee”) has entered

into a Franchise Agreement with KIDZART LLC, a Nevada limited liability company (the
“Franchisor”). The recipient named above (the “Recipient”) holds the position indicated above with
the Franchisee. In such position, the Recipient will or may have access to certain confidential
information of the Franchisor. In order to induce the Franchisor to enter into the Franchise
Agreement, the Franchisee agreed to obtain from each of its managers and others who may have
access to any confidential information of the Franchisor an agreement not to disclose to any third
party any such information and to comply with the non-compete requirements set forth below.

2. Confidentiality.

(a) Confidential Information. As used in this Agreement, the term “Confidential
Information” means the Franchisor's know-how, technical knowledge, methods of operation,
business and marketing plans and all other information that the Recipient may receive from the
Franchisee or the Franchisor or its affiliate or any of their employees, agents or representatives,
prior to or on or after the date of this Agreement, that is not generally available to the public and
that has commercial value to the Franchisor, or that is personally identifiable information of
customers. “Confidential Information” includes, without limitation: the content of all Manuals used
or approved for use in the operation of the franchised business; the content of all training provided
by the Franchisor; the substance, design, organization, and presentation of all curricula provided
by the Franchisor; sales and marketing techniques; advertising and marketing programs and
plans; current, past and planned research, development and test programs for products, services
and operations; specifications for and suppliers ofcertain equipment, fixtures, furnishings, signs,
materials and supplies; the operating results and financial performance of KidzArt Businesses
other than the Franchisee’s business; and all improvements, amendments and modifications to
the KidzArt franchise system developed by the Recipient. The Recipient acknowledges that all
Confidential Information is confidential and proprietary information of the Franchisor.

(b) Nondisclosure. At all times both during and after the term of the Franchise

Agreement, the Recipient will keep all Confidential Information in the strictest confidence and will
not disclose any Confidential Information to any person other than Franchisee’s employees,
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agents or representatives who have signed confidentiality agreements with or undertakings to
the Franchisor substantially in the form of this undertaking and who have a legitimate need to
know such information, except for any disclosure required by law, in which event Recipient
will give notice to the Franchisor of the disclosure to be made.

(c) Non-Use. At all times both during and after the term of the Franchise Agreement,
Recipient will not use any Confidential Information except for the purpose of fulfilling
Recipient's legitimate obligations relating to the Franchisor’s business.

(d) Exceptions. The obligations of confidentiality and non-use described above will not apply
to information that, (i) can be clearly shown by the Recipient to have been known to
Recipient on a non-confidential basis prior to its disclosure to the Recipient by the
Franchisee or the Franchisor; (ii) is now, or hereafter becomes, information generally
available to the public not due to any act or failure to act by the Recipient; or (iii) can be
clearly shown by the Recipient to have been received by Recipient on a non-confidential
basis from a third party that is not prohibited from disclosing such information by a legal,
contractual or fiduciary obligation.

(e) Disclosures Required by Law. In the event that the Recipient becomes legally compelled
to disclose any Confidential Information, the Recipient will (i) promptly notify the Franchisor
that such information is required to be disclosed, (ii) use his or her best efforts to obtain
legally binding assurance that all those who receive disclosure of such information are bound
by an obligation of confidentiality, and (iii) disclose only that portion of the Confidential
Information that legal counsel of the Recipient or the Franchisee advises is legally required to
be disclosed.

(f) Return of Information. Upon the request of the Franchisor or the Franchisee, the Recipient
will promptly return to the Franchisor or the Franchisee, as the case may be, all Confidential
Information and all copies in the Recipient’s possession or under the Recipient’s control, and
the Recipient will destroy all copies on the Recipient’'s computers, disks and other digital
storage devices.
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3. Further Undertakings.

(@) Improvements. Recipient agrees that if Recipient makes an improvement to the
Franchisor’s business system or method, such improvement will be the property of the Franchisor
and the Recipient will promptly disclose such improvement to the Franchisee or to the Franchisor
with reference to this undertaking. The Recipient hereby assigns all rights in such improvements
to the Franchisor and agrees to sign any documents that the Franchisor may reasonablyrequest
from time to time to evidence suchassignment.

(b) Noncompetition During Employment. The Recipient agrees that during the
Recipient’'s employment by the Franchisee, the Recipient will not, directly or indirectly (such as
through a member of the Recipient’s immediate family), either (i) have a direct or indirect interest
in a Competitive Business located or operating anywhere in the U.S. or in any other country in
which the Franchisor has a licensee; (ii) perform services as a director, officer, manager,
employee, consultant, representative, agent or otherwise for any such Competitive Business or
lend money to, or extend credit to a Competitive Business ; (iii) divert or attempt to divert any
business or customer of the Franchised Business to any competitor in any manner; or (iv) recruit
or hire any person who is an employee of the Franchisor or of any KidzArt franchisee or who has
been such within the six month period before such recruiting or hiring, without the prior written
permission of that person’s employer.

(c) Definition of Competitive Business. As used in this Agreement, the term “Competitive
Business” means any business that offers art or drawing instruction or similar creative services or
grants franchises or licenses to others to operate such a business (other than a KidzArt Business
operated under a franchise agreement with the Franchisor or its affiliate). The restrictions of this
section will not apply to the ownership of publicly traded securities that constitute less than three
percent of a class of ownership interests of the issuingcompany.

(d) Noncompetition After Employment Ends. In the event that the Recipient ceases to be
employed or by or to perform services for the Franchisee, the Recipient will not, directly or indirectly
(such as through a member of the Recipient’'s immediate family), for a period of two years
thereafter, have a direct or indirect ownership interest in, or perform services as a director, officer,
manager, employee, consultant, representative, agent or otherwise for, or lend money to, or
extend credit to a Competitive Business located or operating in the Territory or within 30 miles of
the Site of any KidzArt Business anywhere in the world at the time that such employment ends,
and the Recipient will continue for such two-year period to comply with the obligations described
in Sections 3(b) (iii) and (iv).
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4. Miscellaneous.

(a) Franchisor Third-Party Beneficiary. The Recipient and the Franchisee
acknowledge and intend that the covenants contained in this Agreement will directly benefit the
Franchisor, who will be a third-party beneficiary, entitled to enforce the provisions of this
Agreement in the Franchisor's own name without the Franchisee as a party in any action filed for
such purpose, and will further be entitled to all remedies provided in Section4(b).

(b) Remedies. Recipient acknowledges that if Recipient fails to comply strictly with any
of the above undertakings, the Franchisor will suffer irreparable harm and will have a cause of
action for damages or injunctive relief or both against Recipient in a court of competent
jurisdiction. If Recipient is in breach or default of material obligation under this Agreement or any
related agreement between Recipient and Franchisor and/or its affiliates, and Franchisor engages
an attorney to enforce its rights (whether formal judicial proceedings are initiated), Recipient must
pay all reasonable attorneys' fees, court costs and litigation expenses Franchisor incurs. If
Recipient institutes any legal action to interpret or enforce the terms of this Agreement, and
Recipient’s claim in such action is denied or the action is dismissed, Franchisor is entitled to
recover its reasonable attorneys' fees, and all other reasonable costs and expenses incurred in
defending against same, and to have such an amount awarded as part of the judgment in the
proceeding.

(c) Notices. All notices and other communications required or permitted by this
Agreement will be in writing and will be delivered by hand, fax, overnight delivery service, or
registered or certified first class mail, to the then-current address of the recipient known by the
sender. Any such notice or other communication will be deemed given and be effective upon
receipt at such address.

(d) Entire Agreement. This Agreement constitutes the entire understanding between

the parties, superseding all prior agreements, arrangements and understandings between the
parties relating to its subject matter.
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(e) Waiver. No delay, omission, or failure to exercise any right or remedy provided for
in this Agreement will be deemed to be a waiver of such right or remedy or acquiescence in the
event giving rise to such right or remedy.

Recipient

Print Name

[Franchisee]

By
Title
Date

KidzArt LLC

By
Title
Date
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SCHEDULE D

CONDITIONAL ASSIGNMENT
OF FRANCHISEE'S TELEPHONE NUMBERS

1. , doing business at ("Assignor"), in exchange
for valuable consideration provided by KIDZART, LLC ("Assignee"), receipt of which is hereby
acknowledged hereby conditionally assigns to Assignee all telephone numbers and listings utilized
by Assignor in the operation of its KidzArt franchise at Assignor's above-referenced address.
Those numbers are asfollows:

2. The conditional agreement will become effective automatically upon termination of
Assignor’s franchise. Upon the occurrence of that condition, Assignor must do all things required
by the telephone company to assure the effectiveness of the assignment of telephone numbers
as if the Assignee had been originally issued such telephones, telephone numbers, telephone
listings and the usage thereof.

3. Assignor agrees to pay the telephone company on or before the effective date of assignment
all amounts owed for the use of the telephone number(s) including, without limitation, Yellow
Pages advertising. Assignor further agrees to indemnify Assignee for any sums Assignee must
pay the telephone company to effectuate this agreement and agrees to fully cooperate with the
telephone company and Assignee in effectuating this assignment.

ASSIGNOR:

By,
Title
Date

ASSIGNEE:
KIDZART LLC
By

Title
Date
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SCHEDULE E

ELECTRONIC FUNDS WITHDRAWAL AUTHORIZATION

Bank Name

ABA#

Acct. No.

Acct. Name

Effective as of the date of the signature below, [Franchisee Name] hereby authorizes
KidzArt, LLC (“Company”) or its designee to withdraw funds from the above-referenced bank
account, electronically or otherwise, to make the following payments to Company under the
Franchise Agreement for the franchise located at

: (1) all Royalty Fees; (2) all contributions to the Advertising Fund; and (3) all other amounts due
under the Franchise Agreement or any other agreement between Company and or
as directed by Company in its Operations Manuals or otherwise in writing. Such withdrawals shall
occur on a weekly basis, or on such other schedule as Company shall specify in writing. Company
is also authorized to deposit funds into the above-referenced account, electronically or otherwise.
This authorization shall remain in full force and effect until terminated in writing by Company.
[Franchisee Name] shall provide Company, in conjunction with this authorization, with a voided
check from the above referenced account.

AGREED:

ATTEST: FRANCHISEE

By:

Print Name:

Its:
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EXHIBIT F2

CLUB SCIENTIFIC FRANCHISE AGREEMENT
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KIDZART LLC

CLUB SCIENTIFIC FRANCHISE AGREEMENT

FRANCHISEE:

LOCATION:

DATE OF AGREEMENT:
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KIDZART LLC
CLUB SCIENTIFIC® FRANCHISE AGREEMENT

THIS CLUB SCIENTIFIC FRANCHISE AGREEMENT (the “Agreement” or “Franchise
Agreement”) is effective as of between KIDZART LLC, a Nevada limited
liability company (referred to in this Agreement as “we” or “us”), and ,an  [if
entity, indicate type and state of formation] (referred to in this Agreement as “you” or “your
company”).

BACKGROUND

A. We and our principals and affiliates have expended a considerable amount of time,
effort, and money to develop a system for the operation of unique home-based businesses that
provide educational and technology enrichment programs (the “Programs”) for children ages 4 to
14 under the name “Club Scientific” (the “Club Scientific Businesses”). The Programs are offered
through summer camp programs, after school programs, birthday parties and other group events.

B. We are engaged in the business of granting franchises to operate a Club
Scientific Business.

C. You desire to enter into an agreement with us to obtain the rights to operate a Club
Scientific Business using the system developed by us and our affiliate, the distinguishing
characteristics of which include: (i) quality products and proprietary curricula and business format;
(i) uniform specifications for fixtures, equipment, supplies and signage; (iii) merchandising,
marketing, and advertising systems; and (iv) other standards and procedures for operation and
management of a Club Scientific Business in the manner set forth in this Agreement and in the
Manuals provided by us, as modified from time to time (the “System”).

D. We and our franchisees use various trade names, trademarks, and service marks
including, without limitation, the mark “Club Scientific®” in connection with the System (the
“Marks”). The rights to all such Marks as now, or shall hereafter be, designated as part ofthe
System will be owned exclusively by us or our affiliates and will be used for the benefit of us, our
affiliates and our franchisees to identify to the public the source of the products and services
marketed thereunder.

E. You have applied to us for a franchise to operate a Club Scientific Business and
such application has been approved in reliance upon all of the representations made therein.

F. You hereby acknowledge that adherence to the terms of this Agreement and our

standards and specifications are essential to the operation of your Club Scientific Business and
to the operations of the System.
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NOW, THEREFORE, in consideration of the foregoing recitals and the mutual promises,
commitments and understandings contained herein, you and we hereby agree as follows:

ARTICLE | - GRANT AND OPERATION OF THE FRANCHISE
Section 1.1 — Territory Rights

(a) Grant of Rights. We grant to you the right, and you undertake the obligation, for the
term described in Article V, to operate a Club Scientific Business in the geographic area described
in Schedule “A” (the “Territory”) in accordance with the System Standards (as defined in Section
1.6(a) below) and the terms and conditions contained in this Agreement (such business being
called the “Franchised Business”).

(b) Exclusivity. So long as you are not in default under this Agreement and you meet
the minimum annual Gross Revenue requirements described in Section 1.1(c), we will not operate
or grant others the right to operate a Club Scientific Business within the Territory during the Term
of this Agreement, except as set forth in Section 1.1(f) and 1.1(g). If you fail to satisfy the minimum
annual Gross Revenue requirements described in Section 1.1(c), we may elect, at our discretion,
upon notice to you, (i) to terminate your exclusive right so that we may operate or grant others the
right to operate Club Scientific Businesses within the Territory or (ii) to reduce the size of the
Territory in such manner as we determine.

(c) Minimum Gross Revenue. In order for you to maintain your exclusivity as described
in Section 1.1(b), we require that the annual Gross Revenue of the Franchised Business equal or
exceed $45,000 during each 12-month period during the term of this Agreement, with the first
such 12-month period beginning the 13" month after you complete initial training and running
through the 24" month after you complete initial training. Each subsequent 12-month period will
run on a calendar year basis, with the first such subsequent 12-month period ending on December
31 of the year in which the first 12-month period specified above ends (that is, the calendar year
in which the 24" month after you complete initial training falls). [For example, if you complete initial
training in June of a particular year, the first 12- month period of the License Term during which
you must satisfy the minimum annual Gross Revenue requirements would begin in July of the
following year and end in June of the year after that. The second 12-month period effectively
begins in January of that same year and then ends on December 31. So, part of the second 12-
month period will include a portion of the first 12-month period. All twelve 12month periods after
that are calendar years beginning January 1.] We may increase the $45,000 minimum Gross
Revenue number each calendar year during the term of this Agreement, beginning with the
second 12-month period during which we calculate the Gross Revenue of the Franchised
Business, based on increases in the Consumer Price Index (“CPI”) from the beginning of the first
calendar year during which we began to calculate the Gross Revenue for purposes of determining
your right to retain territory exclusivity. The annual adjustment of the minimum Gross Revenue
number will be applied on January 1 of each calendar year based on CPI increases since the
previous January 1. “CPI” means the Consumer Price Index published by the Bureau of Labor
Statistics of theUnited
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States Department of Labor, U.S. City Average, All Items, and Major Group Figures for all
Urban Consumers (CPI-U 1982-84=100), or a successor index.

(d) Products and Services Offered. You must offer and sell in the Franchised Business
all products and services we specify. You may not sell under the Marks or in the Franchised
Business any products or services we do not specify or approve for use with the System. We may
specify a new required product or service upon at least 30 days’ prior notice to you. Upon notice
from us given at any time, you must discontinue offering any products or services for sale we may
disapprove or discontinue. You may not use any curricula other than our proprietary and
copyrighted curricula we specify or provide. All modifications or customizations of the services or
curricula must be first approved by us and will become our sole property. You may not create side
businesses selling curricula or any type of business or marketing assistance to other franchisees.
You may not re-brand or repackage our proprietary system with any other system or brand in
order to offer it in commerce.

(e) No Marketing Outside the Territory. You may not solicit clients or promote Club
Scientific Products and Services or Programs outside the Territory. You must reasonably restrict
your advertising, promotion, and marketing activities to the markets in the Territory. If you receive
a request to provide Club Scientific Products and Services or Programs at a location in another
franchisee’s territory, you must refer the request to the other franchisee in the manner we specify.
If you receive a request to provide Club Scientific Products and Services or Programs anywhere
outside the Territory, but not within another franchisee’s territory, you may not provide such
services without our prior approval, which we may grant or deny as we deem best or on any
conditions, we deem appropriate.

() Rights We Reserve. We and our affiliates retain all rights not specifically granted
to you under this Agreement. These rights include, without limitation, the right to: (i) own and
operate Club Scientific Businesses at any location(s) outside of your Territory under the Marks
and System, or to license others the right to own and operate Club Scientific Businesses at any
location(s) outside of the Territory under the Marks and System; (ii) own and operate businesses
under different marks at any location(s) inside or outside of your Territory, or license to others the
right to own and operate businesses under different marks at any location(s) inside or outside of
your Territory; (iii) use the Marks and System in connection with services and products, Programs,
promotional and marketing efforts, or related items, or in alternative channels of distribution,
including the sale of proprietary products and services through retail stores, wholesale outlets,
and other retail outlets, and through mail order catalog, without regard to location; (iv) use the
Marks and System, and license others to use the Marks and System, to engage in any other
activities not expressly prohibited in this Agreement; (v) offer Programs pursuant to government
sponsored programs (as, for example, No Child Left Behind), if, in our opinion, you will not be
capable of handling such program; and (vi) acquire and operate, or be acquired by, any individual
or entity, including, without limitation, an individual or entity operating one or more scientific
education businesses, including, without limitation, businesses selling science based education
products or services under a trademark other than the Marks. In addition, we reserve the right to
offer Club Scientific Products and Services to regional and national accounts that may have
locations in the Territory. If we negotiate an arrangement that

3
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would require your Franchised Business to provide Club Scientific proprietary services and you
do not begin providing the services at the time, in the manner, and under the terms we require,
we may, at our option: (i) provide or allow others (including other Club Scientific Businesses) to
provide the services within the Territory; or (ii) terminate this Agreement.

(9) Other Channels of Distribution. You acknowledge and agree that certain of our or
our affiliates’ proprietary products and services, whether now existing or developed in the future,
may be distributed in your Territory by us, our affiliates, or our franchisees, licensees, or
designees, in such manner and through such channels of distribution as we, in our sole discretion,
shall determine. Such alternative channels of distribution shall include but are not limited to: sale
of proprietary products and services through retail stores and/or wholesale outlets; other entities
or organizations; and any marketing channel. We also reserve the right to offer over the Internet
or other electronic means Programs to children who are home schooled, physically, or mentally
unable to attend a Program in person or located in an area which would make the child’s
attendance impossible or impracticable. You understand that this Agreement grants you no rights
to: (i) distribute such products or services as described in this Section 1.1(g); or (ii) share in any
of the proceeds received by any such party therefrom.

(h) Guaranty. Our grant of this franchise is made in reliance on the personal attributes
of your company’s owners and managers named in Schedule “A”. If your company is a legal entity
such as a corporation or limited liability company rather than a sole proprietorship or general
partnership, then our grant of this franchise is made on the condition that each person who now
or later owns or acquires, either legally or beneficially, any equity or voting interest in your
company (the “Guarantor” or “Guarantors”) must execute and deliver to us a guaranty in a form
attached as Schedule “B” (the “Guaranty”). We may require the spouse of any or all Guarantors
to sign the Guaranty, and we may limit the liability of the spouse under the Guaranty, in our
discretion. All Guarantors hereby personally and unconditionally guarantee without notice,
demand or presentment, the payment of all your monetary obligations under this Agreement and
any other agreement between you and us and/or our affiliates, as if each were an original party
to this or any other agreement in his or her individual capacity. All Guarantors further agree to be
bound by the restrictions upon your activities upon transfer, termination, or expiration and
nonrenewal of this Agreement as if each were an original party to this Agreement in his or her
individual capacity. Transfers of interest are restricted in accordance with Article IV of this
Agreement. Upon our request at any time, you will furnish us with a list of all holders of legal and
beneficial interests in your company, together with descriptions of the type of interests owned and
percentage amounts, and the names, addresses and telephone numbers of the owners, certified
as correct in the manner we specify. If any of your company’s general partners, managers, officers
or directors ceases to serve as such or if any new person becomes a general partner, manager,
officer or director after the date of this Agreement, you will notify us of such change within 10
days. Any breach of a Guaranty will be deemed to be a breach of thisAgreement.

Section 1.2 — Site Development; Opening for Business
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(@) The Site. The “Site” is the location within the Territory from which you operate the
Franchised Business. The Site may be your home office. If it is not your home office, the Site must
be within the Territory or within 40 miles of the Territory’s border. The location of the Site must be
approved by us and is shown in Schedule “A”. You are not obligated to establish or maintain a
commercial office as the Site. However, if you decide, in your discretion, to do so, you agree as
follows:

(i) You will not lease or purchase a proposed site until we have approved the
location in writing. In evaluating potential sites, you agree to consider any site selection
criteria we may provide to you.

(i) If we approve a location you propose, we will deliver our approval to you in
writing. We will not unreasonably withhold our approval of any location that meets our
standards.

(i)  You acknowledge that our approval of your location does not constitute a
guarantee or warranty of any kind, express or implied, as to the suitability of the location
for a Site or of the successful operation or profitability of a Club Scientific Business atthe
Site.

(iv)  If you do not own but you intend to lease or sublease the premises of the
Site, you must submit your proposed lease to us for our prior written approval. You
acknowledge that we have advised you to have an attorney review and evaluate the lease
or sublease. If we do not have a copy of the signed lease or sublease, you must deliver
such copy to us within fourteen days after it is signed by you and thelessor.

(V) Within 30 days after we approve a site, you must, at your expense,
complete the acquisition or lease arrangements to acquire or lease the approved premises
for the Site. You are solely responsible, at your own expense, for obtaining any necessary
financing and all required building, utility, sign, business and other permits and licenses
required to operate the Franchised Business, construct all required improvements to the
Site and decorate the premises of the Franchised Business in compliance with plansand
specifications we have approved. We may provide you specifications for the design,
appearance, signage and leasehold improvements of a typical Club Scientific Site, but we
are not required to do so. You must submit construction plans and specifications to us for
approval before construction of improvements to the Site commences.

(vi)  You may not use the Site for any purpose other than the operation of a Club
Scientific Business in compliance with the System and the Manuals (as defined in Section
1.4 of this Agreement). You agree to keep the Franchised Business at the Site open for
business to the public at least during the hours we prescribe from time to time in the
Manuals or otherwise approve, unless prohibited by applicable law or by your lease.
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(vii)  You agree to keep the Site and all fixtures, furnishings, signs, and
equipment in the Site clean, safe and in good repair in accordance with the Manuals. You
may not make any material alteration, addition, replacement, or improvement to the Site
or any of its fixtures, furnishings, signs or equipment without our prior writtenconsent.

(vii)  You agree to remodel or refurbish the Site from time to time to our then
current standards and specifications upon six months written notice from us. There is no
limitation on the frequency of which you may be required to upgrade, remodel, or refurbish
your Site.

You may not relocate the Franchised Business without our prior written approval, which we may
withhold at our discretion. You will offer Programs at various locations in the Territory other than
the Site, such as public and private schools, recreation centers, churches and other religious
affiliated institutions and community centers, YMCAs and the like (the “Program Facilities”). We
will furnish to you guidelines and criteria for Program Facilities from which Programs will be
offered. Programs may not be conducted at your Site if the Site is located at your home office.

(b) Conditions to Opening. You may not commence operation of the Franchised
Business until:

(i) you have completed all class preparation items to our satisfaction;

(ii) you or your Managing Owner (as defined in Section 1.5(a)) have completed
initial training to our satisfaction;

(ii1) the initial franchise fee and all other amounts due to us and our affiliates havebeen
paid in full; you are now ready to open and offer our programs.
We may also require

(iv) you to first furnished us with certificates of insurance and copies of all insurance policies or
such other evidence of insurance coverage as we reasonably request;

(i)  you satisfy us in all other respects that your Franchised Business is ready
to open; and

(iv)  you have received our approval of the opening in writing. We may grant or
withhold such approval in our sole discretion.

(c) Time of Opening. You must satisfy all of the conditions described above and be
prepared to open for business within 30 days after you or your Managing Owner successfully
complete initial training, unless otherwise approved by us in writing. Training must be scheduled
within 3 months of executing this agreement, unless otherwise approved by us in writing. Such
approvals are given in our sole discretion. The Franchised Business must commence operations,
scheduling and hosting classes within 6 (six) months of

6
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signing this Agreement. Should you fail to commence operations, scheduling and hosting
classes,within 6 months of signing this agreement, you will begin making monthly royalty
payments of one-half the minimum royalty due. Likewise, you begin paying the required tech fee
at the full amount due monthly. You will continue to make such payments until such time as you
commence normal business operations. If you fail to commence operation of the business within
the timeframe outlined above (and have not received an extension from us) or otherwise have not
opened for business within 10 months of signing this Agreement, we will at such time start the
process toterminate this Agreement pursuant to Section 5.2(b).

Section 1.3 — Supplies; Insurance

(@) Supplies. You agree to purchase certain signs, furnishings, supplies, fixtures, computer
hardware and software, and other equipment, inventory, services, and other products and
services from us or from approved or designated third party suppliers as we shall specify, from
time to time, in the Manuals and otherwise in writing. You shall adhere to the standards and
specifications set forth in this Agreement and the Manuals and any revisions or amendments to
the same. You shall use signs, furnishings, supplies, fixtures, equipment and inventory that
comply with our then-current standards and specifications that are necessary to commence the
operation of the Franchised Business; and other equipment, furnishings, fixtures and signage that
we establish from time to time. We have the right to change our standards and specifications at
our discretion. You acknowledge that you may incur an increased cost to comply with such
changes at your expense. When you sign this Agreement, you must purchase from us an initial
inventory of science materials, which ranges between $1,500 and $2,000 depending on the time
of year you are commencing operations.

(b) Suppliers. Recognizing that preservation of the System depends upon product and
service uniformity and the maintenance of our trade dress, we may require that you obtain
equipment, supplies, lab materials and other products and services only from our designated or
approved suppliers (“System Suppliers”). You hereby acknowledge that we, our affiliates and/or
a third party may be one of several, or the only, approved suppliers of any item, including lab
materials, as well as other merchandise and equipment relating to the operation of the Franchised
Business. We may negotiate purchase agreements with suppliers for the benefit of franchisees,
but we are under no obligation to do so. You recognize that such equipment, supplies, lab
materials and other products and services are essential to the operation of the Franchised
Business and to the System generally. You further recognize that your failure to pay System
Suppliers may interfere with such suppliers’ willingness to supply the System, which may result in
other System franchisees’ inability to obtain product or ability to obtain product only on less
favorable credit terms. Accordingly, you agree to pay System Suppliers as and whendue.

(c) Compensation from Suppliers. We reserve the right to receive rebates, credits and
other compensation from suppliers we designate or approve of providing goods or services to you
based upon the purchases by you and other franchisees of goods and services from such
suppliers. We may use such compensation for any purpose we deem appropriate, including
subsidizing our operating costs.
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(d) Approval of Supplies and Suppliers. If you propose purchasing any brand or model
of equipment, supplies or other products or services that are not then designated or approved by
us, or to purchase from any supplier that is not then designated or approved by us,
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you must first notify us and submit to us sufficient samples and other information we request to
enable us to determine whether the proposed brand, model or supplier complies with our
specifications and standards. We will use reasonable efforts to begin an investigation of the
proposed supplier or product within 30 days of your request. We will notify you within 10 days after
we complete our investigation into whether we approve the proposed supplier or product. We
reserve the right, at our option, to revoke our approval upon the supplier’s failure to continue to
meet any of our then-current criteria. We will not be required to approve any particular supplier
nor to make available to any prospective supplier any of our standards, specifications or formulas.
If we incur any costs in connection with testing a particular product or evaluating an unapproved
supplier at your request, you must reimburse us for our reasonable testing costs, regardless of
whether we subsequently approve the item or supplier.

(e) Purchasing or Distribution Cooperatives. We may establish national or regional
purchasing or distribution programs for the purchase or distribution of certain goods, materials or
supplies at reduced prices. You agree to participate in any purchasing or distribution cooperatives
that we may establish for the region where your Franchised Business islocated.

1) Video Equipment. You agree to purchase and/or have access to a video camera
with a tripod and a digital camera, both of which must meet our standards and specifications. A
good quality image on a cell phone for video and camera areacceptable.

(9) Computer Hardware and Software. You agree to install, maintain, and use in the
Franchised Business such computer hardware, software and point-of-sale and cash register
systems as we specify from time to time. We have the right to require you to update or upgrade
computer hardware components and/or software, as we deem necessary from time to time, with
no limitations as to the number or cost of such updates or upgrades. We have the right to require
you to enter into a separate maintenance agreement for any required computer hardware and/or
software. We reserve the right to require you to install a “systems backup solution,” which backs
up critical data in your computer system using an off-premises storage scheme. Notwithstanding
the fact that you must buy, use, and maintain the computer hardware and software under our
standards and specifications, you are solely responsible for: (i) the acquisition, operation,
maintenance and upgrading of the computer hardware and software; and
(i) any and all consequences that may arise if the computer hardware and software is not properly
operated, maintained and upgraded. If we require you to use a new accounting program or
system, you will have 12 months to fully integrate the new program or system into your operations.
We may require you to pay a fee for any accounting program or system provided by us or our
designated provider. If we develop or custom-design a software program for conducting
accounting, inventory and point-of-sale functions and/or related activities (“Proprietary Software
Program”), you agree to obtain the Proprietary Software Program, the computer hardware
required to implement the Proprietary Software Program into your Franchised Business, and to
comply with all specifications and standards prescribed by us regarding the Proprietary Software
Program as provided from time to time in the Manuals, at your expense. Our computer software
and hardware requirements, including all standards and specifications related to Proprietary
Software Programs, are our proprietary and Confidential Information. It is possible that we might
not be able to alter the Proprietary Software Program

9
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and system to accommodate everyfranchisee of the System, and therefore, at such time that we
require the implementation of such software, you will only utilize the program as prescribed by us.
You acknowledge that we cannot estimate the future costs of the computer and software system,
the cash register system, or additions or modifications to these systems, and that these costs may
not be fully amortizable over the remaining term of this Agreement. We have the right to charge a
reasonable systems fee for software or systems modifications and enhancements specifically
made for us that are licensed to you and other maintenance and support services that we or our
affiliate furnish to you.

(h) Electronic Communications. We have the right to establish requirements that will
permit us, as often as we deem appropriate, to access your computer system and to retrieve all
information relating to the Franchised Business. You must maintain a functioning, branded email
address; your personnel and you may not use any personal e-mail address for communications
relating to the Franchised Business.

(i) Telephone. You agree to maintain adequate telephone service for the Franchised
Business, including a dedicated telephone line with voicemail dedicated to the Franchised
Business, and a high-speed Internet connection. Upon the expiration, transfer or termination of
this Agreement for any reason, you shall terminate your use of such telephone number and listing
and assign same to us or our designee, and, at our option, will execute the Conditional Assignment
of Telephone Numbers attached as Schedule “D” to this Agreement.

() Insurance. During the term of this Agreement and any renewal, you will obtain and
maintain, at your own expense, such insurance as is described in the Manuals and such other
insurance as may be required by law. You shall add us and any other parties we may designate
to all insurance policies as additional insureds under the insurance policies, the cost of which will
be paid by you. All insurance policies shall be issued by insurance companies with a rating of A-
VI or better as reported in the most recent edition of A.M. Best's Insurance Reports. Our
acceptance of an insurance carrier does not constitute our representation or guarantee that the
insurance carrier will be capable of meeting claims during the term of the insurance policy. All
insurance policies will contain a waiver of subrogation in favor of us and any other party we
designate. The insurance must be primary coverage without the right of contribution from any
other insurance coverage we maintain. You must provide us with copies of any insurance claims
or insurance cancellations within 24 hours. You have a 24-hour opportunity to cure any lapses in
insurance coverage. The policy will provide that it may not be modified or canceled unless we are
given at least 30 days’ prior written notice by the insurance carrier. You will provide us with a
certificate of such insurance issued by your insurance carrier before or on the date you commence
operation of the Franchised Business and subsequently, before the renewal of such policy. We
may, from time to time and in our sole discretion, increase or otherwise modify the minimum
insurance requirements upon 30 days prior written notice to you, and you shall comply with any
such modification within the time specified in said notice. If you fail to obtain or maintain the
required insurance in accordance with this section, we have the right to obtain such insurance and
keep same in force and effect and you shall pay us, on demand, the premium cost thereof and
administrative costs of 18% in connection with our obtaining the insurance.

10
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Section 1.4 — Curricula and Manuals; System Modifications

(@) Curricula and Manuals. We will loan to you during the term of this Agreement copies
of such confidential Club Scientific curricula, including lesson plans and science experiments (the
“Curricula”) as we deem appropriate, and one numbered copy of the operations manual and one
copy of the curriculum manual (collectively, the “Manuals”) that we generally furnish to franchisees
from time to time for use in operating a Club Scientific Business. We will provide the Curricula and
Manuals in such media as we select, whether hard copy, audiotapes, videotapes, compact discs,
through the Web, intranet or otherwise. The Curricula and Manuals and the bulletins and other
written materials we provide to you contain mandatory and suggested class curricula,
specifications, standards, operating procedures, policies, methods, and rules (“System
Standards”) that we prescribe from time to time for the operation of a Club Scientific Business and
information relating to your other obligations under this Agreement. The Curricula and Manuals
are and will always remain our sole property. You may not at any time copy, duplicate, record or
otherwise reproduce any part of the Curricula or Manuals except as we may specifically authorize.
The Manuals and Curricula shall remain Confidential Information (as defined in Section 3.2 of this
Agreement) and our exclusive property. You shall not disclose, duplicate or make any
unauthorized use of any portion of the Curricula or the Manuals. You further agree to keep your
copies of the Curricula and Manual current at all times with all updates and modifications we
furnish to you, and to store each copy of the Curricula and Manuals received by you in a secure
location at the premises of the Franchised Business. If we post some or allthe Manuals or
Curricula on the System Website or Club Scientific intranet, you agree to monitor and access the
System Website or Club Scientific intranet for any updates to the Curricula or Manuals. In the event
of a dispute relating to its contents, the master copies of the Curricula and Manuals we maintain
at our principal office will control. If a copy of the Curricula or Manuals in your possession or under
your control, or any portion of such Curricula or Manuals, is lost, stolen, destroyed or significantly
damaged, you agree to report such loss, theft, destruction, or damage immediately to us. Partial
loss, destruction or damage to the Curricula or Manuals is considered to be complete loss,
destruction or damage. We may charge you our actual cost for the replacement of a lost,
destroyed, or damaged Curricula or Manuals. If we provide you with access to the Curricula and
Manuals through the Portal (described in Section 1.8(d)), we may suspend your access to the
Portal during any period in which you are in default under the Franchise Agreement.

(b) System Modifications by Us. We may modify or change the System Standards from
time to time, and upon notice to you, we may make additions to, deletions from or revisions in the
Manuals to reflect such modifications or changes. We will research and possibly develop from
time-to-time new services and methods. Modifications or changes may also include the addition
or discontinuation of products and services that you are required to sell at the Franchised
Business, periodic upgrading of lab materials or equipment at your cost and, at our request at any
renewal of this Agreement, adding and altering equipment for required services or products that
we require you to market. You acknowledge that we may require you to invest additional capital
in the Franchised Business (“Capital Modifications”). No modification or change that we make will
alter your fundamental status and rights under this Agreement. We
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will not obligate you to make any Capital Modification that you cannot reasonably amortize during
the remaining term of this Agreement and with respect to leasehold improvements over the
remaining term of your lease unless we agree to extend the term of this Agreement or unless such
investment is necessary in order to comply with applicable laws. You agree to adopt or comply
with each new or changed procedure, policy, method, and requirement as promptly as practicable
after notice from us, and in any event within the time period we reasonablyrequire.

(c) System Modifications by You. You agree not to implement any modification or
change in the System Standards or in the Franchised Business without our prior written approval,
which we may withhold in our discretion. Except as specified or approved by us in writing, you
may not make any changes to the classes offered at the Franchised Business. If you, your
employees, or principals develop any new concept, process or improvement in the operation or
promotion of the Franchised Business, including improvements to Curricula, equipment, supplies,
service or merchandise, or any software used in connection with the Franchised Business, you
shall promptly notify us and provide us with all necessary related information, without
compensation. Any such concept, process or improvement shall become our sole property and
we shall be the sole owner of all patents, patent applications, trademarks, copyrights, and other
intellectual property rights related thereto. You and your principals hereby assign to us any rights
such persons may have or acquire therein, including the right to modify such concept, process, or
improvement, and otherwise waive and/or release all rights of restraint and moral rights therein
and thereto. You and your company’s owners agree to assist us in obtaining and enforcing the
intellectual property rights to any such concept, process, or improvement in any and all countries
and further agree to execute and provide us with all necessary documentations for obtaining and
enforcing such rights. You and your company’s owners hereby irrevocably designate and appoint
us as your agent and attorney-in-fact to execute and file any such documentation and to do all
other lawful acts to further the prosecution and issuance of patents or other intellectual property
rights related to any such concept, process, or improvement. In the event that the foregoing
provisions of this Section 1.4(c) are found to be invalid or otherwise unenforceable, you and your
principals hereby grant to us a worldwide, perpetual, non-exclusive, fully paid license to use and
sublicense the use of the concept, process or improvement to the extent such use or sublicense
would, absent this Agreement, directly or indirectly infringe your rights therein.

Section 1.5 — Personnel; Training and Support

(@) Managing Owner. If your company is a legal entity such as a corporation or limited
liability company rather than a sole proprietorship or general partnership, then you agree to
appoint and maintain throughout the term of this Agreement a shareholder or member to serve as
your “Managing Owner,” responsible for overseeing and supervising the operation of the
Franchised Business. We must approve the Managing Owner. You or the Managing Owner must
always manage and directly supervise the Franchised Business. You or the Managing Owner will
actively devote full time, attention, and effort to the Franchised Business. You or the Managing
Owner will ensure at all times the proper levels of customer service in accordance with the
Curricula, the Manuals and this Agreement. You may not change the Managing Owner
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without our prior written approval, which we may condition on, among other things, that person
attending and satisfactorily completing our franchisee training program at your expense.

(b) Initial Training. Before you begin operating the Franchised Business, we will train
two people (typically you or your Managing Owner and a second person) in the operation of a
Club Scientific Business and we will certify you or another person you designate as a certified
instructor. We do not charge for the initial training of two people. At your request and if space is
available, we will train additional personnel of your company at our then-current fee. As of the date
of this Agreement our fee for the initial training of additional people is $3,000 per person. You must
pay the compensation and travel and living expenses of all of your personnel who attend our initial
training, regardless of whether we charge you a fee for such training. The training program
consists of approximately four to five days of training at our headquartersoffice.

(c) Certified Instructors and Camp Counselors. After becoming a Certified Instructor,
you are permitted to train one additional employee as a Certified Instructor and/or Camp
Counselor. For the training of any additional certified instructors, all Certified Instructors must be
trained and certified by one of our Certified Trainers or by us until you or a Certified Instructor
becomes a Certified Trainer. You must arrange for the training of your certified instructors after
you or the Managing Owner returns from the initial training program. You must pay us the then
current fee for the training of each certified instructor. As of the date of this Agreement, the feeis
$450 per person for a one-day certified instructor training program at your office. You must pay
the compensation and travel and living expenses of the Certified Trainer who comes to your office.
You typically pay by the hour your personnel who attend the certified instructor training. With our
prior written approval, which we may grant in our discretion, we may qualify you or one of your
instructors to provide Certified Instructor training for your own employees. In order for us to certify
a Certified Trainer, who maybe you or another Certified Instructor employed by you, you must
send us a video recording of the Certified Instructor teaching a full class in a live classroom. We
will evaluate the video and decide whether the instructor meets our standards for a Certified
Trainer.

(d) Follow-Up Coaching. Within four months after you complete initial training, you
must send us for our evaluation a one-hour video of you or your designated certified instructor
teaching a Club Scientific Program together with a self-evaluation form. If we do not believe that
the Program is being conducted properly, we may coach you or require you to return to our
principal training location at your expense for one to two days of additional training. For purposes
of quality control, we will require you to send us, each year during the term of this Agreement on
the anniversary date hereof, a new and current one-hour video of you or your designated certified
instructor teaching a Club Scientific Program. You must submit each video in a format we
designate.

(e) Conferences. We may hold conferences from time to time to discuss ongoing
changes in the industry, sales techniques, personnel training, bookkeeping, accounting, inventory
control, performance standards, advertising programs, merchandising procedures, and curriculum
development. You or your Managing Owner must attend these conferences, but we will not require
you to attend more than one conference each year. There is a conference
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fee to offset cost of conferences, and you must pay this fee whether or not you attend the
conference (even though you are obligated to attend). You also will be responsible for your travel
and living expenses. These conferences will be held at our then-current corporate headquarters
or at an alternate location we choose. We also may require you to be available for business
coaching sessions. If you request or require assistance, guidance, or training beyond that which
we typically make available to franchisees, we may require you to pay our then applicable charge
for such assistance plus our related costs and expenses.

(i) Replacement Managers. If the Managing Owner ceases active management or
employment at the Franchised Business, then we must train, at your own expense, a qualified
replacement Managing Owner (who must be reasonably acceptable to us) not more than thirty
(30) days after the end of the former person’s full-time employment or management
responsibilities at the Franchised Business. Pending the appointment and training of a Managing
Owner or if, in our judgment, the Franchised Business is not being managed properly, we have
the right, but not the obligation, to appoint a manager for the Franchised Business and require
you to pay in the manner described in Section4.2(g).

(9) Ongoing Support. We may provide support and guidance from time to time, either
in person, by telephone, by e-mail, video, webinar or in writing, regarding the operation of the
Franchised Business. We may provide operational reviews and advise you from time to time
regarding the operation of the Franchised Business based on reports you submit to us and
inspections we make, to ensure compliance with the System Standards and to recommend
improvements. At your request, and if we agree, we will furnish additional on-site guidance and
assistance and, in such case, we may require you to pay our then-current fees and expenses.
Your failure to implement any corrective action we require will constitute a material breach of this
Agreement and may result in termination pursuant to Section 5.2.

(h) Undertakings by Your Personnel. You agree to take appropriate steps to advise all
of your employees and contractors of your obligations under this Agreement and to ensure
compliance by all of your employees and contractors. Each manager of your Franchised Business,
each certified instructor and each person who receives training from us or otherwise has access
to Confidential Information (as defined in Section 3.2(a)) who has not signed the Guaranty
described in Section 1.1(h) must sign a written agreement with your company substantially in the
form of Schedule C to this Agreement before performing any work for the Franchised Business or
otherwise having access to the Confidential Information. You will ensure that each such person
complies with the terms of such undertaking during the period that he or she is employed by you.
Any breach of such undertaking by any such person will be deemed a breach of this Agreement.
(i) Any required standards exist to protect our interests in the System and the Trademarks
and not for the purpose of establishing any control or duty to take control over those mattersthat
are reserved to you. The required standards generally will be set forth in the Operations manual
or other written materials. The Operations manual also will include guidelines or
recommendations in addition to required standards. In some instances, the required standards
will include recommendations or guidelines to meet the required standards. You may follow the
recommendations or guidelines or some other suitable alternative, provided you meet and comply
with the required standards. In other instances, no suitable alterative may exist. In order to
protect our interests in the System and Trademarks, we reserve the right to determine if
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you are meeting a required standard and whether an alternative is suitable to any
recommendations or guidelines.

No employee of yours will be deemed to be an employee of ours for any purpose, and nothing in
any aspect of the System or Trademarks in any way shifts any employee or employment-related
responsibility from you to us. You alone are responsible for hiring, firing, training, setting hours
for and supervising all employees.

It is the intention of the parties to this Agreement that we shall not be deemed a joint employer
with you for any reason. If we incur any cost, loss of damage as a result of any actions or
omissions of you or your employees, including any that relate to any party making a finding of
any joint employee status, you will fully indemnify us for any such loss.

Section 1.6 — Your Conduct of the Franchised Business

(a) System Standards. You agree to operate the Franchised Business in strict
accordance with all System Standards in effect, as may be modified from time to time. You
understand and acknowledge that every detail of the Franchised Business is important to you, to
us and to other Club Scientific Businesses in order to develop and maintain high operating
standards, to increase the demand for the services and products sold by all franchisees, and to
protect the System’s reputation and goodwill. You agree to limit your teaching to the Curricula we
provide. You may not discontinue Programs and classes or otherwise stop teaching or offering
Programs and classes for a period longer than 10 consecutive business days without our express
written approval;

(b) Customer Service. You will provide prompt, courteous and efficient service to all
customers and treat all customers fairly, honestly and with respect. You will give prompt attention
to all complaints from dissatisfied customers, if any. You will provide customer service training to
your employees and independent contractors.

(c) Child Protection. At least one Club Scientific Certified Instructor must be present
when children are present. No class may be left unattended or unsupervised. It is your
responsibility to perform a background check on any and all employees and independent
contractors that will be working with children and to perform new background checks annually.
You must perform background checks on each certified instructor that works with children, and
you must provide us with the results of such background checks within ten days after their
completion. In addition, you must provide us with copies of the executed Confidentiality and Non-
Competition Agreement and Application for each certified instructor.

(d) Maintaining Goodwill. You will do nothing that, in our reasonable opinion, tends to
discredit the Marks or the System or to bring either into disrepute, or that might diminish oraffect
adversely our reputation or goodwiill.
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(e) Compliance with Laws. You will comply with all applicable laws, rules and
regulations in the operation of the Franchised Business and pay all taxes when due. You must
obtain and maintain in good standing all applicable federal, state and local permits and licenses
necessary to operate the Franchised Business in accordance with all applicable state laws and
regulations. You agree to take all necessary and appropriate measures avoid any negative rating
at any time from any governmental agency or authority. You must promptly correct any conditions
or practices disapproved by any such agency or authority, except that, with our prior approval,
you may contest the action you believe in good faith to be arbitrary, capricious, orunfair.

(f) Entity Requirements. If your company is a corporation or limited liability company,
it must be newly organized and its charter, certificate of incorporation or operating agreement
must at all times provide that its activities are confined solely to operating the Franchised
Business. All certificates representing stock or other ownership interests in your company must
contain a legend stating that transfer of such stock or ownership interest is limited by the
provisions of this Agreement. Upon our request, you will deliver to us copies of all organizational
documents of your company, including articles of incorporation, by-laws, shareholders’
agreements, limited liability company articles and operating agreements, and any certificates we
may request certifying any resolution of directors. If your company is a partnership, its activities
must also be confined solely to operating the Franchised Business, and you agree, upon our
request, to deliver to us a copy of your partnership agreement.

(9) Franchisee Advisory Council. We reserve the right to create a “Franchisee Advisory
Council” for the purpose of fostering communication among and between franchisees and us, and
to advise us in establishing, modifying, or discussing various policies applicable to Club Scientific
franchisees. If and when the Franchisee Advisory Council is created, you may be required to
participate in such of its meetings and programs as we designate. The Franchisee Advisory
Council may advise and make recommendations but will not act as a policy-making board and will
have no authority whatsoever. We will determine or approve the rules under which the Franchisee
Advisory Council functions. We may change the rules at any time, and we may dissolve any
Franchisee Advisory Council at any time. We may require you to pay dues to the Franchisee
Advisory Council and you will pay all costs and expenses incurred by you in connection with
participation in the Franchisee Advisory Council, including the costs of transportation, lodging and
meals.

(h) Customer Evaluations. We reserve the right to institute programs for auditing
customer satisfaction and other quality control measures, and to require you to pay the cost of
such programs. You agree to present to your customers such evaluation forms as we periodically
prescribe and to participate in and request your customers to participate in any surveys performed
by us or on our behalf. We may contact your customers periodically to perform evaluations of the
service provided by the Franchised Business, the Programs, or for any other purposes that will
promote the System or that we deem necessary in our sole discretion. You shall make changes
to your operations based upon any customer evaluations conducted by us.
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(i) Inspections. During the term of this Agreement, we or our designated
representatives will also have the right, at any time during your regular business hours, without
prior notice to you, to enter upon the premises of the Franchised Business (even if it is home-
based) to inspect the premises; observe, photograph and videotape the operations of the
Franchised Business for such periods as we deem necessary; remove samples of any products,
materials or supplies for testing and analysis; and interview your personnel and customers. Any
inspection we conduct will not unreasonably interfere with the operation of your Franchised
Business. You agree to cooperate fully with us and our representatives during all inspections,
observations, photographing, videotaping, product removal and interviews; and to take all steps
reasonably necessary to correct any deficiencies in your compliance with System Standards or
this Agreement within the time we specify. If we determine that you have failed to comply with this
Agreement, you must reimburse us our actual out-of-pocket costs for our inspection. You also
must reimburse our (or our designated third party’s) actual out-of-pocket costs if you fail to perform
any of your obligations under this Agreement and we (or our designated third party, which may be
another Club Scientific franchisee) perform those obligations for you in order to protect the Club
Scientific brand.

)] Maximum Prices. We reserve the right to require you to comply with reasonable
restrictions on maximum prices of specific goods or services offered and sold by the Franchised
Business as required in the Manuals or as we otherwise reasonably direct in writing from time to
time.

(k) Payments to Suppliers. You agree to pay all your suppliers and your landlord
promptly in accordance with their payment terms and to comply in all other respect with your
contractual obligations to third parties.

)] Contact Information. You agree to keep us informed of your home and business
addresses and telephone numbers during the term of this Agreement and for a period of one year
after the expiration or termination of this Agreement.

Section 1.7 - Advertising, Promotion and Marketing

(@) Business Development. You agree to use all reasonable efforts to develop the
Franchised Business. You are responsible at your expense for providing local advertising,
marketing, promotional and public relations programs, and activities for the Franchised Business.
You will use your best efforts to market and promote the required products andservices.

(b) Local Advertising Materials. All materials you use in local advertising, marketing,
promotional and public relations programs, and activities must conform to such standards and
requirements as we may specify from time to time. All such materials must be clear, factual and
not misleading. All advertising shall prominently display the Marks and shall comply with any
standards for use of the Marks we establish as set forth in the Manuals or otherwise in writing.
You agree to submit to us, before you use them, samples of all materials you intend to use that
we have not prepared or previously approved. We will endeavor to deliver to you our written
approval or disapproval within 10 business days after our receipt of such materials, but we will
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not be liable for any delay. If we have not notified you of disapproval within ten business days after
your submission for approval, the materials will be considered approved. We may withdraw our
approval at any time. If we withdraw our approval, you will immediately cease the use, distribution
and dissemination of such material within time frames prescribed by us, at your sole cost and
expense. Any advertising, marketing or sales concepts, programs or materials proposed or
developed by you for the Franchised Business and approved by us may be used by us andby our
affiliates and other franchisees without any compensation to you. You agree to use all point of
sale materials that we may supply to you from time to time, in the manner prescribed by us. If we
authorize you to produce your own sales materials, you may not sell such material to other
franchisees, although we may, in our discretion, authorize you to make such material available
free of charge. We may offer to sell to you multiple copies of advertising materials produced by
the Advertising Fund described below.

(c) Market Research. You are responsible for keeping up to date on competitors’
pricing in sales and service and changing and revising pricing and specials.

(d) National and Regional Advertising. We or our designee will exclusively maintain
and administer any national and regional advertising, public relations and marketing programs
and market research, including without limitation the System Website and all programs financed
by the Advertising Fund, as described below. We have the right to form, change or dissolve
advertising councils in accordance with Section 1.6(n).

(e) Advertising Fund. We have established a public relations and advertising fund (the
“Advertising Fund”), subsidized by fees paid by Club Scientific franchisees, for such advertising,
promotion, marketing and public relations programs and materials as we deem necessary or
appropriate. You agree to contribute to the Advertising Fund the greater of (i) 1% of the monthly
Gross Revenue (as defined in Section 2.1(d)) of the Franchised Business; or (ii)
$25 per month, payable at the same time and in the same manner as the Royalty Fee.

(i) Use of the Advertising Fund. The Advertising Fund will be used to enhance the
recognition of the Marks and the patronage of Club Scientific Businesses nationally or regionally.
We or our designee will have sole discretion over all matters relating to the Advertising Fund,
including without limitation the creative concepts, materials and endorsements used, and the
geographic, market and media placement and allocation. The Advertising Fund may be used to
pay all costs of preparing and producing video, audio and written advertising materials;
administering national and regional advertising programs, and engaging advertising, promotion
and marketing agencies to assist us; website development and maintenance; intranet or extranet
development, implementation and maintenance; toll-free telephone costs; and supporting public
relations, market research and other advertising, promotion and marketing activities. While we do
not anticipate that any part of the Advertising Fund contributions will be used for advertising which
is principally a solicitation for franchisees, we reserve the right to use the Advertising Fund for
public relations or recognition of the “Club Scientific” brand, for the creation and maintenance of
a web site, a portion of which can be used to explain the franchise offering and solicit potential
franchisees, and to include a notation in any advertisement indicating "Franchises Available." We
may periodically assist franchises to maintain high quality
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standards through customer surveys, customer interviews, and other similar initiatives (“Surveys’).
The cost of such programs will be borne by the Advertising Fund. The cost of these programs may
be charged directly to you if your results from a Survey fall below System established minimum
standards for such Surveys. The Advertising Fund will not be used to defray any of our general
operating expenses, except for such reasonable salaries, administrative costs, travel expenses
and overhead as we may incur in activities related to the administration of the Advertising Fund
and its programs, including, without limitation, conducting market research, preparing advertising,
promotion and marketing materials and collecting and accounting for Advertising Fees (described
in Section 2.1(e)). The source of the advertising may be our in-house advertising department or an
outside advertising agency. If we or our affiliates provide in-house advertising department
services, we or our affiliates may be compensated from the Advertising Fund provided that any
compensation is reasonable. In addition, we may choose, at our discretion, to advance or loan
money to the Advertising Fund on the terms and conditions we deem appropriate. In the event
that we advance monies to the Advertising Fund, we will determine, in our sole discretion, the
manner and timing for the repayment to us, of some, or all, of the funds we advance.

(9) Collection of Advertising Fees. We have the right, but no obligation, to use
collection agents and institute legal proceedings to collect Advertising Fees at the Advertising
Fund’s expense. We also may forgive, waive, settle, and compromise all claims by or against the
Advertising Fund. Except as expressly provided in this section, we assume no direct or indirect
liability or obligation to you for collecting amounts due to, maintaining, directing, or administering
the Advertising Fund.

(h) Accounting for the Advertising Fund. We will separately account for the Advertising
Fund monies, but we may combine such monies with our other monies or maintain the Advertising
Fund monies in one or more separate accounts, in our discretion. We may spend on behalf of the
Advertising Fund, in any fiscal year, an amount greater or less than the aggregate contribution of
all Club Scientific Businesses to the Advertising Fund in that year, and the Advertising Fund may
borrow from us or others at reasonable interest rates to cover deficits or invest any surplus for
future use. All interest earned on monies contributed to the Advertising Fund will be used to pay
advertising costs before other assets of the Advertising Fund are expended. We will prepare
annually, or cause to be prepared, a report or reports of the operations of the Advertising Fund.
We will furnish such report or reports to you upon your written request. The Advertising Fund is
not required to be independently audited.

(i) Advertising Fund Entity. We have the right, but not the obligation, to establish a
separate entity to operate the Advertising Fund at any time. Any such entity will have all of the
rights and duties with respect to the Advertising Fund that we have under this section. The
Advertising Fund will not be deemed a trust, and we will have no fiduciary obligation to you in
connection with the collection or administration of the Advertising Fund.

1) Distribution of Advertising Expenditures. Although we will endeavor to use the
Advertising Fund to develop advertising and marketing materials and programs and to place
advertising that will benefit all Club Scientific Businesses, we undertake no obligation to ensure
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that expenditures by the Advertising Fund will benefit all Club Scientific Businesses equally nor in
proportion to contributions. You acknowledge that not all System franchisees will benefit directly
or on a pro rata basis from such expenditures.

(k) Termination of Advertising Fund. We reserve the right to defer or reduce
Advertising Fees and, upon 30 days’ prior notice to you, to reduce or suspend contributions to and
operations of the Advertising Fund for one or more periods of any length and to terminate (and, if
terminated, to reinstate) the Advertising Fund (and, if suspended, deferred or reduced, to reinstate
such contributions). If the Advertising Fund is terminated, all unspent monies, if any, on the date
of termination will be distributed to Club Scientific Businesses in proportion to their respective
contributions to the Advertising Fund during the preceding 12-month period.

()] Cooperative Advertising. We will have the right, in our discretion, to designateany
geographical area for purposes of establishing a regional advertising and promotional cooperative
(“Cooperative”), and to determine whether a Cooperative is applicable to the Franchised
Business. If a Cooperative is established applicable to the Franchised Business, you must
participate in the Cooperative. The following provisions will apply to each Cooperative:

i. Each Cooperative will be organized and governed in a form and
manner, and will commence operation on a date,approved in advance
by us;

i. Each Cooperative will be organized for the exclusive purpose of
administering regional advertising programs and developing, subject to
our approval, standardized advertising materials for use by the
members in local advertising;

i No promotional or advertising plans or materials may be used by a
Cooperative or furnished to its members without our prior approval. All
such plans and materials must be submitted to us in accordance with
Section 1.7(b);

iv.  Cooperative activities will be determined by a majority vote of the
member franchisees in the Cooperative; and

V. Each member franchisee must submit to the Cooperative, no later than
the 10" of each month, for the preceding month, its respective
contribution as provided in this Agreement together with such other
statements or reports as we may require or as may be required by the
Cooperative with our approval.

We may grant you an exemption from participating in a Cooperative at its sole discretion,
upon your written request stating reasons supporting such exemption. Our decision concerning
such request for exemption will be final.
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(m)  Internet Advertising. You may not advertise or promote the Franchised Business
over the Internet without our prior written approval, which we may withhold in our discretion, and
except as provided below. You may not develop, maintain, or authorize any website that mentions
or describes the Franchised Business or displays any of the Marks; nor may you own an Internet
domain name or use a meta tag or title tag that includes any of the Marks or variations of any of
the Marks. You may promote the business through social media and similar means provided that
such promotion is consistent with the Manual including all guidelines we issue from time to time.
You agree to check for social media postings of your employees from time to time to be sure that
any comments they write are permitted and are consistent with ourpolicies.

Section 1.8 — Website and Portal

(a) System Website. We will maintain one or more websites to advertise, market and
promote Club Scientific Businesses, the products and services offered by such businesses and
the Club Scientific franchise opportunity (the “System Website”). We own all intellectual property
and other rights in the System Website, your web page (described below) and all information it
contains. You acknowledge that we have final approval rights over all information on the System
Website, including your web page. You agree not to register any Internet domain name in any
class or category that contains words used in or similar to any brand name owned by us or our
affiliates or any abbreviation, acronym, phonetic variation or visual variation of those words. We
have the sole right, but not the obligation, to develop and implement website optimization
programs, including obtaining paid listings, inserting meta tags into its website(s), and engaging
in search engine optimization initiatives. We may use National Advertising Fund contributions to
fund such initiatives. We may implement and periodically modify System Standards relating to the
System Website. We may at any time and in our sole discretion discontinue using the System
Website, including your web page. If we discontinue using the System Website, we may at any
time and in our sole discretion resume usingit.

(b) Your Web Page. We will provide you with a web page on the System Website, you
agree to pay the reasonable costs of designing, constructing, hosting, and maintaining such web
page in accordance with Section 2.1(f). You agree to give us the information and materials we
request to enable us to develop, update and modify your web page. By providing such information
and materials to us, you will be representing and warranting to us that, to the best of your
knowledge, all the information, and materials you provide will be accurate and not misleading and
will not infringe any third party’s rights. You agree to indemnify, defend, and hold us, our affiliates
and our directors, officers, employees, agents and assigns harmless against any liabilities incurred
due to inaccuracies in the information you provide to us or any resulting infringement. At your
request, we will update the information on your web page or add information that we approve. You
must notify us whenever any information on your web page changes or is not accurate. You must
pay our then current fee for each additional update or addition that you request. If you are in
default of any obligation under this Agreement or the System Standards, then we may, in addition
to our other remedies, temporarily remove your web page from the System Website until you fully
cure the default. We will permanently remove your web page from the System Website upon the
expiration or termination of this Agreement. Except as approved in advance in writing by us, you
must not establish or maintain a separate website, splash page, profile, or other presence on the

Internet, or otherwise advertise on the Internet or any other public computer network in connection
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with the Franchised Business, including any profile on Facebook, Instagram, Twitter, LinkedIn,
TikTok, YouTube or any other social media and/or networking site.

(c) Registration and Class Management. We may provide you with an online customer
registration and class management service. During any period in which we do provide such
service, you agree to pay the reasonable costs in accordance with Section2.1(f).

(d) Promotion of the System Website. All advertising, marketing and promotional
materials that you develop for the Franchised Business must contain notices of the System
Website’s domain name in the manner we designate.

(e) Franchisee Intranet or Portal. In addition to the System Website, we may establish
an intranet or portal or both (the “Portal”) for all Club Scientific franchisees that will be subject to
the following terms and conditions:

(i) You and other Club Scientific franchisees will be able to access the Portal
only by means of usernames and passwords and that will not be available to the general
public.

(i) We may use the Portal to provide support for franchisees and to allow for
electronic franchise discussion groups. We may also use the Portal to post the online
material constituting the Manuals described in Section 1.4(a).

(i)  We may also use the Portal to give you access to a customized software
system for customer relations management, customer scheduling, billing, reporting and
related operational functions, which we may revise and develop during the term of this
Agreement (the “Portal Services”).

(iv)  We grant you the nonexclusive right to access the Portal and to use the
Portal Services in accordance with the System Standards (as defined in Section 1.4(a))
and the terms and conditions contained in this Agreement. You agree to use the Portal
Services in the manner described in the System Standards.

(v) We reserve the right to deny you access to the franchisee Portal or the
Portal Services or both, in whole or in part, in the event that you materially breach this
Agreement.

(vi)  You agree both during and after the term of this Agreement not to disclose
your Portal username or password to any person or entity who is not under your direct
supervision and who does not have a need to know such password. You agree to inform
all persons under your supervision who may have access to such password of this
obligation of confidentiality. You further agree to notify us when a staff member with
access to the Portal ceases to be employed by you, and you agree to include in such
notice the current address and email of each such staff member so that we can send such
staff member a reminder of his or her obligation of confidentiality.
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ARTICLE Il - FEES; PAYMENTS; RECORDS; INSPECTIONS

Section 2.1 — Fees and Reports

(a) Initial Fees. Unless otherwise indicated in Schedule A, you will pay us an initial fee
of $14,900 (the “Initial Fee”) for a Club Scientific Teach Franchise or $19,900 (the “initial Fee”) for
a Club Scientific Teach Plus Franchise. You will pay this amount in full when you sign this
Agreement. The Initial Fee is not refundable under any circumstances and deemed fully earned
upon the execution of this Agreement, in consideration of administrative and other expenses we
incur in granting the franchise and for our lost or deferred opportunity to franchise others. If you
wish to increase the size of the Territory and we agree to do so, we will charge you our then-
current fee for the additional portion of the Territory. Our current fee is $0.40 for each additional
qualifying household (meeting certain minimum household income thresholds) added to the
Territory. Our willingness to increase the size of the Territory will depend on how well you operate
your Franchised Business in the Territory after completing training, where other franchisees
operate, and what is in the best interest of our company and the network of Club Scientific
Businesses. We have no obligation to allow you to increase the size of the Territory.

(b) Initial Inventory and Marketing Materials. When you sign this Agreement, you must
purchase from us an initial inventory of science materials, which ranges between $2,000 and
$2,500 depending on the time of year you are commencing operations. You must pay $800 (if you
will not offer day camps) or $3,000 (if you will offer day camps) either to us or to our designated
vendor for marketing materials (the “Initial Marketing Materials Fee”) needed to begin operating
your Franchised Business. You must also purchase an initial equipment package for $625 (the
“Initial Equipment Package Fee”), which is payable to us or to our designated vendor. We will mail
you the initial lab materials or provide these materials at initial training. We will send the initial
marketing materials to you by mail or other means. These fees are fully earned upon payment
and are not refundable. Prior to opening, you must place advertisements for the Franchised
Business.

Royalties. You agree to pay us royalties (“Royalties”) equal to 8% of the Gross Revenue (as
defined below) of the Franchised Business each month. The minimum monthly Royalty payment
for a Club Scientific Teach Franchise is $250 each month. If you expand your territory to 30,000
QHH or more than you fall under the Club Scientific Teach Plus royalty requirement which is
$300 each month for the first year of the term and $400 each month for the remainder of the
term of this Agreement.

The KidzArt Teach Plus minimum monthly royalty is $300 during each month of the first year of
the franchise term and $400 during each month of the remaining years of the franchise term.

(a) The Club Scientific Teach minimum monthly royalty is $250 each month. If you
expand your territory to 30,000 QHH or more, then you fall under the Club Scientific Teach Plus
royalty requirements.
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(b) Definition of Gross Revenue. As used in this Agreement, the term “Gross Revenue”
or “Gross Revenue of the Franchised Business” means the total of all sales made in the operation
of the Franchised Business, whether collected or not, with the following clarifications and
exceptions:

(i) By way of example, Programs and classes conducted from Program
Facilities (such as recreation centers, YMCAs, park districts and the like) that deduct a

portion of the amounts paid by participants in your classes in order to be compensated for
your use of such locations to conduct classes, Gross Revenue on which the Royalty Fee
is due will be the total amounts paid (i.e., the retail sales price) by participants in your
Programs before any deduction by such locations.

(ii) Gross Revenue does not include: (A) federal, state or municipal sales or
use taxes collected from customers for payment to the appropriate taxing authorities; (B)
promotional or discount coupons to the extent that no revenue is realized; or (C)
compensation for services or products provided to your employees if you did not charge
the employee, or for any portion not paid for by anemployee.

(iii) Payment for goods and services you sell in the Franchised Business will be
deemed received by you at the time the services or products from which the revenue was
derived are delivered or rendered or at the time the relevant sale takes place, whichever
occurs first, regardless of when or whether you actually receive payment for such services
or products. Gross Revenue consisting of property or services will be valued at the retail
prices of such property or services.

(c) Advertising Fee. You agree to pay us an advertising fee each month (the
“Advertising Fee”) equal to one percent (1%) of the Gross Revenue of the Franchised Business
for each month, but not less than $25 per month. The Advertising Fee finances the Advertising
Fund described in Section 1.7(e).

(d) Technology Fees. You agree to pay us or our authorized suppliers the following
technology fees for each of the following services for as long as we provide or manage such
service; we reserve the right to increase the fees described in this Section2.1(f):

(i) $750 for setup of a customized website, payable after initial training but
before your franchise opens;

(i) $650 for setup of an online customer registration and class management
program, payable after initial training but before your franchise opens;

(i)~ Our or our designated vendor’s then current monthly fees for web hosting
service and support called a Technology Fee of $45 per month and the online customer
registration and class management, currently 1% of Gross Revenues per month plus
credit card processing fees.
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We may increase or modify these fees from time to time to reflect increases in our costs or
increases in the Metropolitan Area Consumer Price Index for All Urban Consumers from the date
of this Agreement, as published by the U.S. Department of Labor, or a successor index.

(e) Payment. The Royalty Fee, Advertising Fee and technology fees described in
Section 2.1(f) are based on Gross Revenue during the preceding calendar month and are payable
in arrears on the first day of each calendar month or as otherwise designated by us. The monthly
web hosting fee is due and payable on the first day of each calendar Monthly fees. Fees dues
under this Agreement will be considered late if not received by us by the 10" day of the month.
Time is of the essence with respect to all payments you are to make to us.

() Reports. You will submit a completed electronic Royalty Reporting Form to us at
the time each Royalty Fee is due, setting forth your true and correct Gross Revenue for the month
just completed in such detail and in such manner as we require from time to time. You will use our
Royalty Reporting Form, which we may change from time to time. If you operate in a retail location
(rather than from your home office), you must also send us with your Royalty Reporting Form
copies of cash register receipts and your latest monthly bank statement.

(9) Electronic Payments. We require that you pay all sums owed to us or to any of our
affiliates under this Agreement electronically through one or more depository transfer accounts
(an “EFT Account”) or using such methods as we may designate in the Manuals or otherwise in
writing. Before opening the Franchised Business, you shall provide us with your bank’s name,
address and account number, a voided check from such bank account, and sign and give to us
and your bank, all documents, including Schedule “E” to this Agreement, necessary to effectuate
the EFT Program and our ability to withdraw funds from such bank account via electronic funds
transfer. You shall immediately notify us of any change in your banking relationship, including
changes in account numbers. At our request, you agree to execute such other documents as we
determine are necessary for us to process electronic funds transfers from your designated bank
account for payments due under this Agreement. We reserve the right to require you to pay any
fees due under this Agreement by such other means as we may specify from time to time. If the
Royalty Reporting Form has not been received within the time period required by this Agreement,
then we may process an EFT for the subject week based on the most recent Royalty Reporting
Form you provided us. If a Royalty Reporting Form for the subject week is subsequently received
and reflects (i) that the actual amount of the fee due was more than the amount of the EFT, then
we shall be entitled to withdraw additional funds through EFT from your designated bank account
for the difference; or
(i) that the actual amount of the fee due was less than the amount of the EFT, then we shall credit
the excess amount to the payment of your future obligations. You will bear all costs to establish
and maintain the required electronic payment system, and all bank service charges. You will
comply with our procedures for electronic payment, which we may modify from time to time,
including the maintenance of such minimum bank account balance as we specify from time to
time.

(h) Interest on Late Payments. Any payment that is not made by the date it is due will
be subject to interest at the rate of one and one-half (1.5%) percent per month or the highest rate
allowed by law, whichever is less. If no due date is stated, interest begins to run ten days after
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billing. Your failure to pay all amounts when due constitutes grounds for termination of this
Agreement, as provided, in Section 5.2(b). Interest will accrue whether or not we exercise our

right to terminate. You acknowledge that this subsection does not constitute our agreement to
accept any payments after they are due or our commitment to extend credit to you or otherwise
finance your operation of the Franchised Business.

(i) Late Fees. You agree to pay us a late fee equal to the greater of 15% of the amount
due or $50 for each required payment that is late. The late fee is not interest or a penalty but
compensates us for increased administrative and management costs due to your late payment.
You also must pay us $100 for each dishonored or NSF check and for each attempted debit from
the EFT Account that is not honored due to insufficient funds or other actions you have taken to
impede the automatic debiting process. Each failure to pay Royalty Fees, Advertising Fees and
other amounts payable to us when due is a material breach of this Agreement.

)] Failure to Report. If you fail to report the Gross Revenue of the Franchised
Business for any month, we may debit the EFT Account for 120% of the last Royalty Fee and
Advertising Fee that we debited (together with the late fee noted above). If the amounts we debit
from the EFT Account are less than the amounts you actually owe us (once we have determined
the actual Gross Revenue), we will debit the EFT Account for the balance on the day we specify.
If the amounts we debit from the EFT Account are greater than the amounts you actually owe us,
we will credit the excess against the amounts due during the following month.

(k) No Setoff. Your obligations to make payments in accordance with this Agreement
and any other agreement with us or any of our affiliates with respect to the Franchised Business
are not subject to any abatement, reduction, setoff, defense or counterclaim due or alleged to be
due for any past, present or future claim that you have or may have against us or any of our
affiliates.

()] Application of Payments. All payments you make to us will be applied in such order
as we may designate from time to time, regardless of any designation you may make with respect
to the application of such payments, even if you specifically make payment conditional on our
acceptance of your designated application or instructions.

(m) Taxes. In the event that we are required to collect and pay any sales or use tax
from you for payment to any tax authority based on your purchase of the franchise or any items
relating to the franchise or the operation of the Franchised Business, or based on any continuing
payments you make to us under this Agreement, you will pay such taxes together with your
continuing payments to us.

(a) (n)Financials and Tax Returns. Within 60 days after the end of each fiscal year
during the term of this Agreement, you will provide to us, in a form and manner that we approve,
a profit and loss statement for such fiscal year and a balance sheet as of the end of such fiscal
year. In addition, you will submit to us, within 120 days after the end of each calendar year during
the term of this Agreement, copies of all federal and state tax returns of the Franchised Business.
Failure to provide these documents will result in a non-refundable charge of $500. If you filed an
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application with the IRS for an automatic extension of time to file, either IRS Form 7004 or IRS
Form 4868 is required for proof of extension within 120 days after the end of the calendar year
and the $500 penalty will be imposed if financials and tax returns are not submitted within 15-days
after the expiration date.

(n) Section 2.2 — Records; Inspection

(a) Records. You agree to maintain the Franchised Business full, complete, and
accurate records and reports of the Franchised Business. You will maintain full and complete
customer lists (including the name, address, telephone number and email address of each
customer). You will submit to us such customer lists at least twice per year, or whenever we
request. You will also maintain bookkeeping, accounting and records retention systems
conforming to the requirements that we prescribe from time to time, and records relating to
Franchised Business operations, employee turnover and such other records that we prescribe
from time to time. You agree to maintain and to furnish to us upon request complete copies of all
income, sales, value added, use and service tax returns, and employee withholding, worker’s
compensation and similar reports filed by you reflecting activities of the Franchised Business. You
agree to preserve all records described in this section for a period of at least six years after their
creation, or such longer period as may be required by law, during both the term and each renewal
term of this Agreement and following the expiration or termination of thisAgreement.

(b) Access to Systems. We may collect electronically the reports referred to in Section
2.1(h) and the records referred to in Section 2.2(a).

(c) Right to Inspect. During the term of this Agreement, we or our designated
representatives will also have the right, at any time during your regular business hours, without
prior notice to you, to enter upon the premises of the Franchised Business to inspect the books
and records of the Franchised Business, including tax returns, and to take excerpts. You agree to
cooperate fully with us and our representatives during all suchinspections.

(d) Right to Audit. We have the right at any time during your business hours, without
prior notice to you, to audit the records of the Franchised Business, or to cause such records to
be audited.

(e) Discrepancies. If any inspection or audit demonstrates an understatement of Gross
Revenue, you will pay the deficiency to us upon demand, plus interest.

() Cost. All inspections and audits will be at our expense; but if an inspection or audit
is made necessary by your failure to furnish, or your delay in furnishing, reports, supporting
records, other information or financial statements we require, or if an understatement of Gross
Revenue for the period of any audit or inspection is determined by any such audit or inspection to
be equal to or greater than two percent (2%), you agree, within 15 days after our request, to
reimburse us for the cost of such inspection or audit, including, without limitation, legal and
accounting fees, and the travel expenses, including lodging, meals and per diem charges of the
inspecting or auditing personnel. These remedies are in addition to our other remedies and rights
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under this Agreement and applicable law.

(9) Survival of Inspection and Audit Rights. Our rights to inspect the books and records
of the Franchised Business and to take excerpts, and to audit the Franchised Business, will
continue for a period of six months following the expiration or termination of this Agreement;
provided, however, that we may only inspect such books and records or perform any such audit
following the expiration or termination of this Agreement upon at least 24 hours’ prior notice to
you.

(h) Disclosure of Your Financial Information. We have the right to disclose data we
receive from you regarding the Franchised Business without identifying you. If we are required by
law to disclose any data we receive from you regarding the Franchised Business and such
disclosure will identify you, we will notify you of the disclosure to be made and, if you request,
endeavor to obtain legally binding assurance that those who receive such disclosure are bound
by an obligation of confidentiality.

ARTICLE Ill - PROPRIETARY RIGHTS; CONFIDENTIALITY; NONCOMPETITION
Section 3.1 — Our Copyrights and Trademarks

(a) Our Copyrights. We are the sole owner of all copyrights in the Curricula, the
Manuals and all advertising and promotional material created by or for us. You may not copy any
such materials, nor create derivative works of any such materials, except as specifically
authorized or permitted by us.

(b) Our Trademarks. Your right to use the Marks is derived solely from this Agreement
and is limited to your operation of the Franchised Business pursuant to and in compliance with
this Agreement and all System Standards we prescribe from time to time.Your unauthorized use
of the Marks will be a breach of this Agreement and an infringement of our rights in and to the
Marks. You acknowledge and agree that your use of the Marks and any goodwill established by
such use will be exclusively for our benefit and that this Agreement does not confer any goodwill
or other interests in the Marks upon you (other than the right to operate the Franchised Business
in compliance with this Agreement). Upon the expiration or termination of this Agreement, no
monetary amount shall be assigned as attributable to any goodwill associated with your use of
the System, the Marks, or any Confidential Information. You will not contest or assist others in
contesting our right to use the Marks.

(c) Proper Use of the Marks. You may not use the Marks except as authorized under
this Agreement. You understand that any use of the Marks other than as expressly authorized by
this Agreement, without our prior written consent, may constitute infringement and that your right
to use the Marks does not extend beyond the expiration or termination of this Agreement. You
agree to use the Marks as the sole identification of the Franchised Business, except that you
agree to identify yourself as the independent owner of the Franchised Business in the manner we
prescribe. You may not use any Mark or any word similar to any of the Marks as part of any
corporate or legal business name or with any prefix, suffix or other modifying words, terms,
designs or symbols (other than logos licensed to you under this Agreement), or in any modified
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form, nor may you use any Mark in connection with the performance or sale of any unauthorized
products or services or in any other manner we have not expressly authorized in writing. You may
not use any Mark as part of a domain name or electronic address of a website.

You agree to display the Marks prominently in the manner we prescribe at the Franchised
Business, on materials that we designate and on business forms and advertising materials. You
agree to give such notices of trademark and service mark registrations and our ownership of the
Marks as we specify from time to time and to obtain any fictitious or assumed business name
registrations required under applicable law.

(d) Modifying the Marks. We will have the right to add, modify, discontinue and/or
substitute modify or change the Marks from time to time in our sole discretion upon written notice
to you specifically referring to this Agreement and describing such modification or change. Such
right will include the right to use a trademark that is entirely different from “Club Scientific” and the
right to require you to use one or more new or additional logos and marks. You agree, upon notice
from us, to regard each such modified, changed, new or additional trademark as being within the
definition of “Marks” under this Agreement, and to adopt and use each such trademark at your
expense in accordance with the terms and conditions of this Agreement. You must discontinue
use of all Marks which we have notified you, in writing, have been modified or discontinued within
10 days of receiving written notification. If we require a change in signage, we will reimburse you
for your reasonable direct expenses of changing the signs at the premises of the Franchised
Business. However, we will not be obligated to reimburse you for any loss of revenue or expenses
caused by any such modification orchange.

(e) Infringement. You agree to notify us of any apparent infringement of any Mark or
of any of our copyrights, by any third party, as soon as such apparent infringement comes to your
attention, and to notify us immediately of any challenge to your use of any Mark and of any claim
by any person of any rights in any Mark, and you agree not to communicate with any person other
than us, our attorneys and your attorneys in connection with any such infringement, challenge or
claim. We have sole discretion to take such action as we deem appropriate with respect to such
apparent infringement, challenge or claim and the right to control exclusively any litigation, U.S.
Patent and Trademark Office proceeding or any other administrative proceeding arising out of any
such infringement, challenge or claim or otherwise relating to any Mark or our copyrights. You
agree not to initiate any such action or proceeding, but to cooperate with us in any such action or
proceeding and sign any and all instruments and documents, render such assistance and do such
acts and things as may be necessary or advisable, in the opinion of our attorneys, to protect and
maintain our interests in any litigation or any proceeding at the Patent and Trademark Office, or
otherwise to protect and maintain our interests in the Marks or copyrights. In the event any sum
is recovered based on our claim of infringement, we will have the exclusive right to such recovery.

(i) Litigation Relating to the Marks. You acknowledge that we have the sole right to
direct and control any administrative proceeding or litigation involving the Marks, including any
settlement thereof. We shall defend you against any third-party claim, suit, or demand arising out
of Franchisee’s use of the Proprietary Marks. If we, in our sole discretion, determine that you have
used the Marks in accordance with this Agreement, we shall bear the cost of such defense,
including the cost of any judgment or settlement. If we, in our sole discretion, determine that you
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have not used the Marks in accordance with this Agreement, you shall bear the cost of such
defense, including the cost of any judgment or settlement. In the event of any litigation relating
to your use of the Marks, you shall execute any and all documents and do such acts as may, in
our opinion, be necessary to carry out such defense or prosecution including, without limitation,
becoming a nominal party to any legal action. Except to the extent that such litigation is the result
of your use of the Marks in a manner inconsistent with the terms of this Agreement, we agree to
reimburse you for your out-of-pocket costs in performing such acts.

Section 3.2 — Confidentiality of Our Information

(a) Confidential Information. We possess and will continue to develop and acquire
certain confidential information relating to the development and operation of Club Scientific
Businesses (“Confidential Information”). Confidential Information includes, without limitation:

(i) the contents of the Manuals;

(ii) the substance, design, organization, and presentation of all Curricula and
Program and class material we provide to you, including both written and video materials;

(iii) methods and other techniques and know-how concerning the of operation
of the Franchised Business which may be communicated to you or of which you may be
apprised by virtue of your operation of the Franchised Business;

(iv) the content of our training and assistance;

(v) sales and marketing techniques;

(vi) customer lists (including the name, address, telephone number and email
address of each customer);

(vi)  planned advertising and marketing programs;

(vii)  current, past and planned research, development and test programs for
products, services and operations;

(ix) specifications for and suppliers of certain products, signs, materials and
supplies;

(x) the operating results and financial performance of Club Scientific
Businesses other than the Franchised Business;

(xi) usernames and passwords allowing access to protected areas on our

website or computer network;
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(xii)  all improvements and modifications to the franchise system developed by
you or your personnel; and

(xii)  any and all information, knowledge, know-how, techniques, and other data
which we designate as confidential will be deemed Confidential Information for purposes
of this Agreement.

You acknowledge and agree that you will not acquire any interest in any Confidential Information
other than the right to use Confidential Information disclosed to you in operating the Franchised
Business during the term of this Agreement.

(b) Nondisclosure and Non-Use. At all times both during the term and after the
expiration or termination of this Agreement, (i) you will keep all Confidential Information in the
strictest confidence and you will not disclose any Confidential Information to any person other
than your employees, agents or representatives who have a legitimate need to know such
information and who are informed of this obligation of confidentiality and have signed either a
Guaranty in the form of Schedule “B” or a written agreement with your company substantially in
the form of Schedule “C”, and (ii) you will not use any Confidential Information except for the
purpose of fulfilling your obligations under this Agreement. Upon our request, you will promptly
return to us all Confidential Information and all copies in your possession or under your control,
and you will destroy all copies on your computers, disks and other digital storage devices.

(c) Isolated Disclosures. Notwithstanding the foregoing, we will not deem you to be in
default of this Agreement as a result of isolated incidents of disclosure of Confidential Information
by an employee other than an owner, provided that you have taken reasonable steps to prevent
such disclosure, including but not limited to the steps a reasonable and prudent owner of
confidential and proprietary information would take to prevent disclosure of such information by
his employees, and further provided that you pursue all reasonable legal and equitable remedies
against such employee for such disclosure of such Confidentialinformation.

(d) Disclosures Required by Law. In the event that you become legally compelled to
disclose any Confidential Information, you will (i) promptly notify us that such information is
required to be disclosed, (ii) use your best efforts to obtain legally binding assurance that all those
who receive disclosure of such information are bound by an obligation of confidentiality, and (iii)
disclose only that portion of the Confidential Information that your legal counsel advises is legally
required to be disclosed.

Section 3.3 — Noncompetition

(a) Noncompetition During the Term. You agree that during the term of this Agreement
and any renewal of this Agreement, you will not, directly or indirectly (through one of your
company'’s affiliates or owners or a member of the immediate family of any owner), either
(i) have a direct or indirect interest in a Competitive Business located or operating anywhere in
the U.S. or in any other country in which we have a licenseeg; (ii) perform services as a director,
officer, manager, employee, consultant, representative, agent or otherwise for any such
Competitive Business or lend money to, extend credit to any Competitive Business; (iii) divert or
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attempt to divert any business or customer or student of the Franchised Business to any
competitor in any manner; or (iv) recruit or hire any person who is our employee or the employee
of any Club Scientific Business (whether company or affiliate-owned or franchised) or who has
been our employee or the employee of any Club Scientific Business within the six month period
before such recruiting or hiring without the prior written permission of that person’s employer.

(b) Definition of Competitive Business. As used in this Agreement, the term
“Competitive Business” means any business that offers, in whole or in part, educational science
programs or similar science-themed enrichment activities or services or grants franchises or
licenses to others to operate such a business (other than a Club Scientific Business operated
under a franchise agreement with us or our affiliate). The restrictions of this section will not apply
to the ownership of publicly traded securities that constitute less than three percent (3%) of a class
of ownership interests of the issuing company.

(c) Noncompetition After Termination. Upon the expiration of this Agreement, your
termination of this Agreement without cause, our termination of this Agreement in accordance with
its terms and conditions, or your transfer in accordance with Article 1V, you and your company’s
owners agree for a period of two years following such expiration, termination or transfer, that you
will not, directly or indirectly (through one of your company’s affiliates or owners or a member of
the immediate family of any owner), either (i) have a direct or indirect ownership interest in a
Competitive Business located or operating in the Territory or within 30 miles of the location of any
Club Scientific Business operating anywhere in the world at the time of such expiration,
termination or transfer; (ii) perform services as a director, officer, manager, employee, consultant,
representative, agent or otherwise for any such Competitive Business or lend money to, extend
credit to any Competitive Business; (iii) divert or attempt to divert any business or customer or
student of the Franchised Business to any competitor in any manner; or (iv) recruit or hire any
person who is our employee or the employee of any Club Scientific Business (whether company or
affiliate-owned or franchised) or who has been our employee or the employee of any Club Scientific
Business within the 12-month period before such recruiting or hiring without the prior written
permission of that person’s employer.

(d) Intent and Enforcement. 1t is the parties' intent that the provisions of this Section
3.3 be judicially enforced to the fullest extent permissible under applicable law. Accordingly, the
parties agree that any reduction in scope or modification of any part of the noncompetition
provisions contained herein shall not render any other part unenforceable. In the event of the
actual or threatened breach of this Section 3.3 by you, your company’s owners, or any member
of your or your company’s owners’ immediate family, we shall be entitled to an injunction restraining
such person from any such actual or threatened breach. You agree that in the event of the actual
or threatened breach of this Section 3.3, our harm will be irreparable and that we have no
adequate remedy at law to prevent such harm. You acknowledge and agree on your own behalf
and on behalf of the people who are liable under this Section 3.3 that each has previously worked or
been gainfully employed in other careers and that the provisions of this Section 3.3 in no way
prevent any such person from earning a living. You further acknowledge and agree that the time
limitation of this Section 3.3 shall be tolled during any default under this Section.
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ARTICLE IV - TRANSFER
Section 4.1 — Transfer by Us

We may sell, assign or transfer our rights and obligations under this Agreement to any
party, without the approval of or prior notice to you, provided that the buyer, assignee or transferee
agrees in writing to assume all of our obligations under this Agreement. We will not be liable for
obligations of the transferee arising after the date oftransfer.

Section 4.2 — Transfer by You

(a) No Transfer Without Our Approval. This Agreement is personal to you. We have
granted the franchise to you in reliance upon our perceptions of your (or your company’s owner’s)
individual or collective character, skill, aptitude, business ability and financial capacity.
Accordingly, you may make no Transfer (as defined below) without our prior written approval. Any
purported Transfer without such approval will be a breach of this Agreement and will entitle us to
terminate this Agreement as provided below.

(b) Definition of Transfer. As used in this Agreement, the term “Transfer” means your
(or your company’s owner’s) voluntary, involuntary, direct or indirect assignment, sale, gift, pledge
or other disposition of any legal or beneficial interest in: (i) this Agreement, (ii) any material asset
of the Franchised Business; (iii) the lease or ownership of the premises of the Franchised
Business (unless we agree to a relocation or unless the transfer of ownership does not affect your
leasehold rights and obligations), or (iv) your company, whether in the form of equity or a voting
interest. “Transfer” also includes (i) the merger or consolidation of your company; (ii) the issuance
of additional securities or other ownership interests of your company, and (iii) the admission or
departure of a partner or owner. It includes transfers resulting from proceedings under the U.S.
Bankruptcy Code or any similar law, and transfers resulting from divorce.

(c) Notice of Transfer. You agree to notify us of any planned Transfer, and to provide
us with any information we may reasonably request in order to permit us to evaluate the planned
Transfer. If we do not exercise our right of first refusal under Section 4.3, we agree not to
unreasonably withhold our approval of a Transfer. If we approve the Transfer, then you will be
free, for ninety (90) days following such approval, to effect the Transfer to the person or persons
approved by us. Our consent to a Transfer does not constitute a representation as to the fairness
of the terms of any contract between you or your company’s owners and the transferee, a guaranty
of the successful operation of the Franchised Business by the transferee or a waiver of any claims
we may have against you or your company’s owners or of our right to demand the transferee’s
compliance with any of the terms or conditions of thisAgreement.

(d) Conditions to Transfer. The following conditions will apply with respect to any

Transfer except as described in Section 4.2(e):
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(i) The proposed transferee or its managing owner, must pay for and attenda
Discovery Day, which may be conducted online or at a location that we designate, and
demonstrate to our satisfaction that he or she meets our standards for new franchisees,
including being of good character with sufficient business experience, aptitude, and
financial resources to operate the Franchised Business.

(i) Neither the proposed transferee nor any of its management or owners is a
Competitive Business or performs services as a director, officer, manager, employee,
consultant, representative, agent or otherwise for a Competitive Business.

(iii) You will cure any default under this Agreement or any other agreement
between you and us, our affiliates, our designated/approved suppliers and vendors, within
the period permitted for cure and have substantially complied with such agreements during
their respective terms.

(iv) You will pay all fees and any other amounts then owed to us, our affiliates
and our designated/approved suppliers and vendors.

(v) You or the transferee will pay us a non-refundable transfer fee equal to 5%
of the then-current initial franchisee fee. If you request us to assist you in selling your
franchise, we may charge you additional fees to cover our advertising costs, salesperson
fees, and any other costs that we incur in assisting with the sale of yourfranchise.

(vij  We may require that the transferee, at the time of closing, enter into our
then current form of franchise agreement as amended to shorten the initial term to conform
to the remaining term of this Agreement and to remove the requirement to pay the initial
fee, and each guarantor under the new franchise agreement will have signed our then
current form of guaranty.

(vi)  You and we will execute a written agreement, in a form satisfactory to us,
terminating this Agreement and acknowledging your obligations following the Transfer.
We may require that the termination agreement includes a general release of any claims
against us and our affiliates.

(vii)  The transferee or its designated personnel will have completed such
training as we may require, to our satisfaction.

(x)  The transferee must obtain, within the time limits set by us, and maintain
thereafter, all permits, and licenses required for the operation of the Franchised Business.

(x) We will have approved the material terms and conditions of such transfer
and determined that the price and terms of payment will not adversely affect the
transferee’s operation of the Franchised Business.
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(xi) You must request that we provide the prospective transferee with our
current form of disclosure document, and we shall not be liable for any representations not
included in the disclosure document.

(xii)  Our approval of the transfer shall not constitute a waiver of any claims we
may have against the transferring party.

(xiii)  If you or your owners finance any part of the sale price of the transferred
interest, you or your owners will have agreed that all the transferee’s obligations pursuant
to any promissory notes, agreements or security interests are subordinate to the
transferee’s obligation to pay Royalties, Advertising Fees and other amounts due tous.

(xiv)  After our authorization of the Transfer and your compliance with all of the
requirements listed above, you will give us not less than five business days’ written notice
of the date, time and place of the closing of such Transfer, and you will give us an
opportunity to have a representative present.

(xv)  We shall have the right to disclose to any prospective transferee such
revenue reports and other financial information concerning you and the Franchised
Business as you have supplied us hereunder, and you agree to make no false or misleading
statements in connection with the transfer of this Agreement or the Franchised Business.

(xvi) If the transaction is brokered by a third-party or by one of our authorized
sales representatives, you or the proposed transferee will be responsible for paying broker
fees at the same commission rate that we pay such broker or salesrepresentatives.

(xvii) In any event, we may withhold or condition our consent to any transfer as
we deem appropriate based on the circumstances of the transfer orotherwise.

(e) Exceptions. Upon prior notice to us and the signing by the relevant parties of
assignment documents acceptable to us, you may transfer this Agreement to an entity that
conducts no business other than the Franchised Business in which you maintain management
control and of which you own and control 100% of the equity and voting power, provided that all
assets of the Franchised Business are owned, and the entire Franchised Business is conducted
by, a single entity. The requirements of Section 4.2(d) will not apply to any such transfer. You will
remain personally liable under this Agreement after such Transfer by signing a Guaranty as
described in Section 1.1(h).

(f) Transfer Upon Death or Disability. You or your executor or other personal
representative must promptly notify us in the event of your death or disability or, if your company

is an entity, the death or disability of the owner of a 10% or greater interest in your company. Any
transfer upon death or disability will be subject to the same terms and conditions as those
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that apply to other transfers, as described in Sections 4.2(a) through (d); provided, however, that
you or your executor or other personal representative will have a period of 120 days in which to
effect a transfer acceptable to us. As used in this Agreement, the term “disability” means a mental,
emotional, or physical injury, illness, incapacity, disability or impairment that is reasonably
expected to prevent or actually does prevent a person from performing the obligations set forth in
this Agreement for at least 60 days. A person’s disability for purposes of this section will be
determined by a licensed practicing physician selected by us upon examination of such person
or, if such person refuses to be examined, then such person will automatically be deemed disabled
for purposes of this section as of the date of refusal. We will pay the cost of the examination.

(9) Operation of the Franchised Business Upon Death or Disability. If upon your death
or disability or, if your company is an entity, the death or disability of the owner of a controlling
interest in your company, the Franchised Business is not being actively managed by a Managing
Owner who has attended and successfully completed such training as we may require, you or
such deceased or disabled owner’s executor, administrator, conservator, guardian or other
personal representative must within a reasonable time, not to exceed 30 days from the date of
death or disability, appoint a Managing Owner to operate the Franchised Business. Such a
Managing Owner will be required to complete our training at your expense. Pending the
appointment and training of a Managing Owner or if, in our judgment, the Franchised Business is
not being managed properly, we have the right, but not the obligation, to appoint a manager for
the Franchised Business. All funds from the operation of the Franchised Business during the
management by our appointed manager will be kept in a separate account, and all expenses of
the Franchised Business, including compensation, other costs and travel and living expenses of
our manager, will be charged to this account. We also have the right to charge a reasonable
management fee (in addition to the Royalties and Advertising Fees payable under this Agreement)
during the period that our appointed manager manages the Franchised Business. Operation of
the Franchised Business during any such period will be on your behalf. We will not be liable for
any debts, losses or obligations incurred by the Franchised Business or to any of your suppliers
for any products, materials, supplies or services the Franchised Business purchases during any
period it is managed by our appointed manager.

Section 4.3 — Right of First Refusal

(a) Notice of Third-Party Offer. If you or any of your company’s owners at any time
desire to sell, assign or transfer for consideration an interest in this Agreement and the Franchised
Business or an ownership interest in your company to anyone other than as described in Section
4.3(d), you will obtain and immediately submit to us a true and complete copy of a bona fide written
offer from the third party that desires to acquire such interest (the “Third Party Offer”). The Third-
Party Offer must include the names of the owners or partners of the offeror company and, in the
case of a publicly held entity, copies of the most current quarterly report and Form 10K. The Third-
Party Offer must contain details of the payment terms of the proposed sale and the source and
terms of any financing of the proposed purchase price and may not include or be contingent upon
the purchase of assets other than those related to the Franchised Business.
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(b) Exercise of Our Right of First Refusal. We will have the right, exercisable by notice
delivered to you or your company’s selling owner or owners within thirty (30) days after the date
of our receipt of a copy of the Third Party Offer and all other information we request, to purchase
such interest for the price and on the terms and conditions contained in the Third Party Offer,
provided that (i) we may substitute cash for any form of payment proposed in such offer; and (ii)
we will have at least sixty days after giving notice of our election to prepare for closing. If we
exercise our right of first refusal, you and your selling owners agree that, for a period of two years
commencing on the date of the closing, you and we will execute a written agreement, in a form
satisfactory to us, acknowledging the seller’s continuing obligations. We may require the seller to
sign a general release of any claims against us and ouraffiliates.

(c) Consequence of Non-exercise of Our Right of First Refusal. If we do not exercise
our right of first refusal, you or your owners may complete the sale to such purchaser pursuant to
and on the exact terms of such offer, subject to our approval of the transfer as provided in Section
4.2; but if the sale to such purchaser is not completed within 120 days after delivery of the Third
Party Offer to us, or if there is a material change in the terms of the sale (which you agree promptly
to communicate to us), we will have an additional right of first refusal during the thirty day period
following either the expiration of such 120-day period or the notice to us of the material changes
in the terms of the sale, either on the terms originally offered or the modified terms, at our option.

(d) Exceptions. Our right of first refusal will not apply to transfers among the current

owners of your company or their immediate family members, or to transfers (whether in a single
transaction or a series of transactions) of less than a 10% interest in yourcompany.

ARTICLE V - TERM AND TERMINATION
Section 5.1 - Term and Renewal
(a) Term. This Agreement will be effective as of the date set forth in the opening
paragraph of this Agreement and, unless sooner terminated as provided in Section 5.2, will

continue in effect for a term of 10 years.

(b) Renewal. You will have the right to acquire a successor franchise for a term often
(10) years, provided that:

(i) you will have given us notice of your desire to renew not less than 6 months
nor more than 12 months before the end of the then-current term;

(i) you and your affiliated companies must not be in default under this
Agreement or any other agreement with us or any of our affiliates at the time you give your

renewal notice, or if you are in default, you have cured such default in the manner
described below;
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(iii) you have satisfied all monetary obligations you owe us, our affiliates, our
major suppliers and vendors;

(iv)  you comply with our then-current financial qualifications and training
requirements for new Club Scientific franchisees;

(V) you must not have received more than two notices of default during the 24-
month period before you notify us of your desire to renew, whether or not such defaults
have been cured;

(vi) you present evidence to us that you have the right to remain in possession
of the premises of the Franchised Business for the duration of the renewal term, or you
obtain our approval of a new location for the Franchised Business for the duration of the
renewal term;

(vi)  you comply with our then-current standards in effect for new Club Scientific
franchisees and, at your cost and expense, you make such capital expenditures as we
may reasonably require modernizing your services and your equipment to reflect the then-
current standards of a Club Scientific Business;

(vii)  if we require, you execute a general release, in a form prescribed by us, of
any and all claims against us and our affiliates and their respective officers, directors,
agents and employees; and

(ix) you execute our then-current standard form of franchise agreement for a 10
year term, which agreement will supersede this Agreement in all respects; provided,
however, that you will not be required to pay the initial franchise fee stated in the renewal
agreement, but you will pay us a renewal fee in an amount equal to7% of the then-current
initial franchise fee for the type and size of Territory under your agreement. You
understand that the renewal agreement may contain materially different terms than this
Agreement, including, but not limited to, increased royalty and advertisingfees.

If you or any of your affiliated companies is in default under this Agreement or any other agreement
with us or any of our affiliates at the time you give your renewal notice, we will give you notice,
not more than 30 days after receipt by us of notice of your desire to renew, of such default, and
we will give you 30 days to cure. In the event that you fail to cure in that period, or in the event
that any other condition set forth in this section is not satisfied, your right to renew will terminate.

(c) Hold Over. If you do not sign a new franchise agreement before the term expires and

you continue to accept the benefits of this Agreement after this Agreement expires, then at our
option, we may treat this Agreement either as: (i) expired as of the date of expiration, with you
then being deemed to be operating without a franchise in violation of our rights; or (ii) continued
on a month-to-month basis (the "Interim Period") until either (A) both you and we sign a new
franchise agreement or (B) either you or we give at least 30 days’ prior written notice to the
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other party of your or our intention to terminate the Interim Period, in which case the Interim Period
will terminate on the date specified in the notice. All your obligations will remain in full force and
effect during the Interim Period as if this Agreement had not expired. Your obligations following
the expiration or termination of this Agreement will remain in effect regardless of any extension of
this Agreement into an Interim Period.

Section 5.2 - Termination

(a) Automatic Termination. This Agreement shall automatically terminate without notice
or an opportunity to cure upon the occurrence of any of thefollowing:

(i) If you make an assignment for the benefit of creditors, file a voluntary
petition in bankruptcy, are adjudicated bankrupt or insolvent, file or acquiesce in the filing
of a petition seeking reorganization or arrangement under any federal or state bankruptcy
or insolvency law, or you consent to or acquiesce in the appointment of a trustee or
receiver for all or any part of your business or assets, or if your company is dissolved.

(i) If proceedings are commenced to have you adjudicated bankrupt or to seek
your reorganization under any state or federal bankruptcy or insolvency law, and such
proceedings are not dismissed within sixty (60) days, or a trustee or receiver is appointed
for you or the Franchised Business without your consent, and the appointment is not
vacated within 60 days.

(iii) You purport to sell, transfer, or otherwise dispose of your interest in this
Agreement, any interest in the Franchised Business, or your company, whether in the form
of equity or a voting interest in violation of Section 4.2 hereof.

(b) Termination by Us Upon Notice. We may terminate this Agreement uponwritten
notice to you with immediate effect if:

(i) you or any of your company’s owners have made any material
misrepresentation or omission in connection with your application for and purchase of the
Franchised Business;

(ii) you or your Managing Owner fail to complete the initial training to our
satisfaction in accordance with Section 1.5(b);

(iii) you fail to commence operation of the Franchised Business within thetime
required by Section 1.2(c);

(iv) you are more than ten days late in your payment of any amount due to us
under this Agreement or to any of the suppliers of the Franchised Business and you fail to

make such payment within five days after we will have notified you that such payment is
past due;
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(v) you or any of your affiliate’s default under the lease for the premises of the
Franchised Business and have not cured such default within the time required under the
lease; or you lose possession of the premises of the Franchised Business and have not
relocated to another site approved by us;

(vi) you or any of your company’s owners use or disclose any Confidential
Information in violation of the requirements of Section 3.2;

(vii)  you or any of your company’s owners make any unauthorized use of the
Marks or challenge or seek to challenge the validity of any of the Marks;

(vii)  you fail to maintain the insurance we require and do not correct the failure
within ten days after we deliver written notice of that failure toyou;

(ix) you fail to provide, at the time, in the manner, and under the terms we
require, the services of the Franchised Business at a location in the Territory for any
international, national or regional company with whom we have negotiated an
arrangement under which you are required to provide such Club Scientific services;

(x) you knowingly maintain false books or records or submit report to us that
understates the Gross Revenue of the Franchised Business three or more times during
the term of this Agreement or by more than 5% on any one occasion;

(xi)  you fail for a period of 15 days after notification by appropriate authority to
comply with any other law or regulation applicable to the operation of the Franchised
Business;

(xii)  you or any of your company’s owners effect or attempt to effect a Transfer
without our approval and contrary to the provisions of Article IV;

(xiii)  in the event of your death or disability or the death or disability of the owner
of a controlling interest in your company, this Agreement or such owner’s interest in your
company is not assigned as required by Article IV;

(xiv) you or any of your company’s owners are or have been convicted of, or
plead or have pleaded guilty or no contest to, a felony or any other crime or offense, or
engage in any dishonest, deceptive or unethical conduct that may, in our opinion,
adversely affect the reputation of the Franchised Business, other Club Scientific
Businesses or the goodwill associated with the Marks;

(xv)  you fail to operate the Franchised Business for 10 consecutive business
days without our consent;

(xvi) you fail to pay when due any federal or state income, service, sales,

withholding or other taxes due in connection with the operation of the Franchised
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Business, unless you are contesting your liability for such taxes in good faith or have
received an extension from the applicable government agency of the time within which to
make such payments;

(xvii) you commit three or more defaults under this Agreement in any period of
12 consecutive months, whether or not each such default has been cured after notice was
delivered to you;

(xviii) your assets, property or interests or those of any of your owners are blocked
under any law, rule or regulation relating to terrorist activities;

(xix) you or any of your affiliate’s default under any financing agreement or
arrangement with any party advancing funds to you in connection with the operation of the
Franchised Business or the operation of any other business under a franchise agreement
now or hereafter in effect between us and you or any of your affiliates; or

(xx)  any other franchise agreement now or hereafter in effect between us and
you or any of your affiliates is terminated due to a breach by you or any of your affiliates
or any other event similar to those described above.

(c) Termination After 30 Day Cure Period. Except as set forth in Section 5.2(a) or
5.2(b), you will have 30 days after receipt of written notice from us of a material default in which
to remedy the default and provide evidence of that remedy to us. If any such default is not cured
within that time, this Agreement will terminate without further notice to you effective immediately
upon expiration of that time unless we notify you otherwise inwriting.

(d) Relationship Laws. Notwithstanding the provisions described in this Section 5.2, if
any valid, applicable law or regulation limits our right to terminate this Agreement or requires
different or longer notice periods than those set forth herein, this Section 5.2 is deemed amended
to conform to the minimum notice periods or restrictions upon termination required by such rules
and regulations. We will not however, be precluded from contesting the validity, enforceability or
application of such laws or regulations in any action, arbitration, hearing or dispute relating to this
Agreement or the termination of this Agreement.

(e) Liquidated Damages. You acknowledge and agree that in the event you abandon
your Franchised Business, we will incur damages, the actual amount of which would be
speculative and difficult to calculate. As such, you agree to pay us, within 30 days after the
effective date of such abandonment, in addition to royalties and all other amounts then owed to
us under this Agreement, the agreed upon liquidated damages amount, which shall be calculated
by determining the average monthly royalty owed to us in the immediately preceding 12 full
calendar months (the “Average Royalty”), and multiplying the Average Royalty by 24 months (the
“Liquidated Damages Amount”). You acknowledge that the Liquidated Damages Amount set forth
herein is a fair and reasonable estimate of the foreseeable damage that we are likely to incur in
light of our loss of royalties. The Liquidated Damages Amount provision only covers our damages
from the loss of cash flow from the Royalty Fees. It does not cover
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any other damages, including damages to our Marks, Confidential Information, reputation with the
public and landlords and damages arising from a violation of any provision of this Agreement other
than the Royalty Fee section. You and each of your owners agree that the Liquidated Damages
Amount provision does not give us an adequate remedy at law for any default under, or for the
enforcement of, any provision of this Agreement other than the Royalty Fee section.

Section 5.3 - Consequences of Termination

(a) Your Obligations Upon Termination. Upon the expiration of this Agreement or its
termination for any reason:

(i) all rights and licenses granted to you under this Agreement will immediately
terminate;

(i) you will remit to us, within 15 days of such expiration or termination, such
Royalties, Advertising Fees, amounts owed for purchases from us, interest due and all
other amounts owed to us that are then unpaid, and you will submit to us any reports and
other information you may be required to submit tous;

(iii) if applicable, you will promptly pay us the liquidated damages described in
Section 5.2(b);

(iv) you will remit to us, within 15 days of such expiration or termination, a
complete list of all customers, current as of the effective date of termination or expiration,
including the name, address, telephone number and email address of each customer;

(v) if we do not exercise our option to purchase the Franchised Business in
accordance with Section 5.4, you will promptly remove from the premises of the
Franchised Business and deliver to us or otherwise dispose of as we may instruct, all
printed materials containing any of the Marks and you will remove all copies from your
computers and other electronic storage media, and you will allow us, without liability to
you or to third parties, to remove all such items from the Franchised Business;

(vi) you will assign to us or our designee all of your right, title and interest in and
to your telephone numbers, websites, domain names and meta tags associated with the
Mark (the “Listings”) and you will notify the telephone company and all listing agencies of
the termination or expiration of your right to use any of the Listings, and you will authorize
the transfer of the Listings to us or our designee pursuant to the Conditional Assignment
of Telephone Numbers attached hereto as Schedule “D” or, if we direct, disconnect the
numbers;

(vii)  you will cease to use the Marks and the System in any way, cease referring
to or identifying yourself as a Club Scientific franchisee and remove all such
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identifying materials from the premises of the Franchised Business unless we instruct
you otherwise;

(vii)  you will take such action as may be required to cancel all fictitious or
assumed name or equivalent registrations or domain name registrations relating to your
use of any Marks;

(ix) you will promptly return to us or deliver to us or otherwise dispose of as we
may instruct, the Manuals, and all amendments, revisions and copies of the Manuals
(including copies stored electronically), as well as all other Confidential Information and all
copies of such information in your possession or under your control, and you will remove
and destroy all copies from your computers and other electronic storage media;

(x) you will permit us to make final inspection of your financial records, books,
and other accounting records within 6 months of the effective date of termination,
expiration, or transfer;

(xi)  you will execute from time to time any necessary papers, documents, and
assurances to effectuate the intent of this Article 5.

(b) Damages, Costs, and Expenses. In the event this Agreement is terminated as a result
of your default, you shall promptly pay to us all damages, costs and expenses, including
reasonable attorneys' fees, incurred by us as a result of the default, which obligation shall give
rise to and remain, until paid in full, a lien in favor of us against any and all of your personal
property, furnishings, equipment, signs, fixtures and inventory related to the operation of the
Franchised Business.

Section 5.4 — Our Right to Purchase Upon Termination

(a) Exercise of Option. Upon the expiration or termination of this Agreement, we have
the option, exercisable by giving written notice to you within 60 days from the date of such
termination or expiration, to purchase the assets of the Franchised Business from you, including
the leasehold rights to the premises of the Franchised Business (subject to any rights of approval
retained by the landlord). The date on which we notify you whether or not we are exercising our
option is referred to in this Agreement as the “Notification Date”. We have the unrestricted right to
assign this option to purchase the Franchised Business. We will be entitled to all customary
warranties and representations in connection with our purchase, including, without limitation,
representations and warranties as to ownership and condition of and title to assets; liens and
encumbrances on assets; validity of contracts and agreements; and liabilities affecting the assets,
contingent or otherwise.

(b) Leasehold Rights. If we exercise the option described in Section 5.4(a), you agree
at our election, (i) to assign your leasehold interest in the commercial premises of the Franchised
Business to us or (ii) if you are unable to assign your leasehold interest, to enter into a sublease
at a fair market rental for the remainder of the lease term on the same terms
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(including renewal option) as the prime lease; or (iii) if you own the premises, to lease the premises
to us at a reasonable commercial rent and according to terms comparable with rental terms for
similar leased property in the marketplace where the Site is located.

(c) Purchase Price. If we exercise the option described in Section 5.4(a), the purchase
price for the assets of the Franchised Business will be the fair market value of the Franchised
Business, determined in a manner consistent with reasonable depreciation of the leasehold
improvements, equipment, fixtures, furnishings, signs, materials and supplies. The fair market
value of the Franchised Business will include the goodwill you have developed in the market that
is independent of the goodwill of the Marks and the System. The length of the remaining term of
the lease or sublease of the premises of the Franchised Business, if any, and the age and
condition of the improvements, equipment, fixtures, furnishings, décor and signs will also be
considered in determining the fair market value. We may exclude from the assets purchased cash
or its equivalent and any leasehold improvements, equipment, fixtures, furnishings, signs,
materials, and supplies that are not necessary or appropriate to the operation of the Franchised
Business or that we have not approved as meeting our standards, and the purchase price will
reflect such exclusions.

(d) Appraisal. If we and you are unable to agree on the fair market value of the assets
to be purchased or the fair rental value of the premises of the Franchised Business, such fair
market value or fair rental value will be determined by one independent appraiser agreed to by
you and us. If we fail to agree on an appraiser within fifteen days after we exercise the option
described in Section 5.4(a), then each party will name its own reputable appraiser within seven
days thereafter, and the average of their determination will be binding. If one appraiser is chosen,
then the parties will share the cost of the appraiser equally. If two appraisers are used, each party
will pay its own appraisal fees. You and we will instruct the appraiser or appraisers to complete
their appraisal within 30 days after their appointment.

(e) Closing. The closing of the purchase described in this section will take place not
later than 90 days after the determination of the purchase price. We will pay the purchase price
at closing, but we have the right to set off against the purchase price any and all amounts you or
your company’s owners owe to us. At the closing, you agree to deliver instruments transferring to
us (i) good and merchantable title to the assets purchased, free and clear of all liens and
encumbrances, with all sales and other transfer taxes paid by you; (ii) all licenses and permits of
the Franchised Business that are assignable; and (iii) a leasehold interest in (or unencumbered
title to) the premises of the Franchised Business and the improvements to such premises. If you
cannot deliver clear title to all of the purchased assets, or if there are other unresolved issues, the
parties will endeavor to close the sale with the purchase price held in escrow pending resolution
of such issues.

ARTICLE VI - REPRESENTATIONS AND WARRANTIES; INDEMNIFICATION
Section 6.1 - Representations and Warranties

(a) Your Representations. You represent and warrant as follows:
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(h YOU HAVE NOT RELIED ON ANY PROMISES, REPRESENTATIONS OR
AGREEMENTS NOT EXPRESSLY CONTAINED IN THIS AGREEMENT OR THE CLUB
SCIENTIFIC FRANCHISE DISCLOSURE DOCUMENT IN MAKING YOUR DECISION TO
SIGN THIS AGREEMENT. WE AND OUR REPRESENTATIVES HAVE NOT MADE ANY
PROMISES, REPRESENTATIONS OR AGREEMENTS, ORAL OR WRITTEN, EXCEPT
AS EXPRESSLY CONTAINED IN THIS AGREEMENT AND THE CLUB SCIENTIFIC
FRANCHISE DISCLOSURE DOCUMENT. YOU FURTHER UNDERSTAND THAT SOME
FRANCHISEES ARE MORE OR LESS SUCCESSFUL THAN OTHER FRANCHISEES
AND THAT WE HAVRE MADE NO REPRESENTATION THAT YOU WILL DO AS WELL
AS ANY OTHERFRANCHISEE.

(1 YOU HAVE CONDUCTED AN INDEPENDENT INVESTIGATION OF THE
BUSINESS VENTURE CONTEMPLATED BY THIS AGREEMENT, AND YOU
RECOGNIZE THAT, LIKE ANY OTHER BUSINESS, AN INVESTMENT IN A CLUB
SCIENTIFIC FRANCHISE INVOLVES BUSINESS RISKS AND THAT YOUR ABILITIES
AND EFFORTS ARE VITAL TO THE SUCCESS OF THEVENTURE.

(1) YOU RECEIVED THE CLUB SCIENTIFIC DISCLOSURE DOCUMENTAT
LEAST FOURTEEN DAYS (AND 10 BUSINESS DAYS) BEFORE THE EARLIER OF THE
DATE ON WHICH YOU (l) SIGNED THIS AGREEMENT OR ANY RELATED
AGREEMENT OR (Il) PAID ANY CONSIDERATION IN CONNECTION WITH THE SALE
OR PROPOSED SALE OF A CLUB SCIENTIFIC FRANCHISE.

(IV)  YOU RECEIVED A COPY OF THIS AGREEMENT AND ANY RELATED
AGREEMENTS AT LEAST SEVEN DAYS BEFORE THE DAY YOU SIGNED SUCH
AGREEMENTS.

(V)  YOU HAVE READ AND UNDERSTOOD THIS AGREEMENT AND HAVE
HAD AMPLE OPPORTUNITY TO CONSULT WITH AN ATTORNEY AND OTHER
ADVISORS OF YOUR OWN CHOOSING ABOUT THE POTENTIAL BENEFITS AND
RISKS OF ENTERING INTO THIS AGREEMENT. YOU ACKNOWLEDGE THAT WE
HAVE ADVISED YOU TO HAVE THIS AGREEMENT REVIEWED AND EXPLAINED TO
YOU BY AN ATTORNEY.

(VI)  ALL STATEMENTS YOU HAVE MADE AND ALL MATERIALS YOU HAVE
SUBMITTED TO US IN CONNECTION WITH YOUR APPLICATION FOR AND
PURCHASE OF THE FRANCHISE ARE ACCURATE AND COMPLETE AND, IN THAT
CONNECTION, YOU HAVE MADE NO MISREPRESENTATIONS TO US OR OMITTED
DISCLOSING ANY MATERIAL INFORMATION TO US.

(VIl)  YOU ARE UNDER NO OBLIGATION OR RESTRICTION, NORWILL YOU
ASSUME ANY OBLIGATION OR RESTRICTION, THAT WOULD IN ANY WAY
INTERFERE OR BE INCONSISTENT WITH, OR PRESENT A CONFLICT OF INTEREST
CONCERNING, THE SERVICES THAT ARE THE SUBJECT OF THIS
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AGREEMENT OR THE RIGHTS AND OBLIGATIONS OF THE PARTIES UNDER THIS
AGREEMENT.

(vVlll) SCHEDULE “A” COMPLETELY AND ACCURATELY DESCRIBES ALL OF
YOUR COMPANY’'S OWNERS, DIRECTORS, OFFICERS, MEMBERS, PARTNERS
AND MANAGERS AND THEIR OWNERSHIP INTERESTS AND MANAGEMENT
POSITIONS IN YOUR COMPANY.

(b) Your Representations as an Entity. If your company is a corporation, limited
partnership, or a limited liability company, you further represent and warrant asfollows:

(i) Your entity is duly organized or formed and in good standing under the laws
of the state of its formation.

(i) Your entity has the power and authority to enter into this Agreement and to
perform its obligations under this Agreement, that all the partners of the partnership,
members of the company or all of the shareholders of the corporation, as applicable, have
read and approved this Agreement, including any restrictions which this Agreement places
upon rights to transfer their interest in the partnership, company or corporation.

(iii) Your entity’s organizational documents, operating agreement or
shareholders agreement will recite that the issuance and transfer of your company’s
ownership interests are restricted by the terms of this Agreement, and all certificates and
other documents representing your company’s ownership interests will bear a legend
referring to the restrictions of this Agreement.

Section 6.2 - Indemnification

(a) Your Indemnity. You and your company’s owners agree to indemnify, defend and
hold us, our affiliates and their respective shareholders, directors, officers, employees, agents,
successors and assignees (“Indemnitees”) harmless against and to reimburse them for all claims,
obligations, liabilities and damages (“Claims”), including any and all taxes, directly or indirectly
arising out of, in whole or in part: (a) the operation of your Franchised Business, the sale of any
products and services, and your advertising; (b) the use of the Marks, Curricula, Manuals and any
other proprietary materials; (c) the transfer of any interest in this Agreement or the Franchised
Business in any manner not in accordance with this Agreement; (d) the infringement, alleged
infringement, or any other violation or alleged violation by you or any of your principals of any
patent, mark or copyright or other proprietary right owned or controlled by third parties; or (e) libel,
slander or any other form of defamation of us, the System or any franchisee operating under the
System, by you or by any of your company’s owners. For purposes of this indemnification,
“Claims” shall include all obligations, actual, consequential, punitive, and other damages, and
costs reasonably incurred in the defense of any action, including attorneys’, attorney assistants’
and expert witness fees, costs of investigation and proof of facts, court costs, other litigation
expenses, and travel and living expenses, whether or
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not such claims exceed the amount of insurance coverage available to us through your insurance.
We shall have the right to defend any such Claim against us in such manner as we deem
appropriate or desirable in our sole discretion. Such an undertaking by us shall, in no manner or
form, diminish your and each of your company’s owners’ obligations to indemnify the Indemnities
and to hold them harmless. This indemnity shall continue in full force and effect subsequent to
and notwithstanding the expiration or termination of this Agreement.

(b) Our Indemnity. We will defend and indemnify and hold you and your affiliates,and
the members, managers, stockholders, directors, officers, employees and agents of your
company and its affiliates, harmless from and against all costs, expenses, liabilities and losses,
including reasonable attorneys’ fees and disbursements, directly or indirectly relating to
advertising or promotion carried out by us or by agencies or media engaged by us relating to the
CLUB SCIENTIFIC brand, provided that you have timely notified us of each such claim or
proceeding, have given us sole control of the defense and settlement, and have otherwise
complied with this Agreement.

(c) Notice of Claim; Survival. Each party will give the other notice of any claim that may
require indemnification promptly after such party learns of such claim. The rights and obligations
of the parties under this Section 6.2 will survive the expiration or termination of thisAgreement.

ARTICLE VIl - DISPUTE RESOLUTION

Section 7.1 - Choice of Law. This Agreement shall be governed by and construed in accordance
with the laws of the State of Mississippi (without reference to its conflict of laws principals).

Section 7.2 - Internal Dispute Resolution. You must first bring any claim or dispute between you
and us to our President and/or Chief Executive Officer at our headquarters, after providing notice
as set forth in Section 8.6 below. You must exhaust this internal dispute resolution procedure
before you may bring your dispute before a third party. This agreement to first attempt resolution
of disputes internally shall survive termination or expiration of thisAgreement.

Section 7.3 - Mediation. At our option, all claims or disputes between you and us or our affiliates
arising out of, or in any way relating to, this Agreement or any other agreement by and between
you and us or our affiliates, or any of the parties' respective rights and obligations arising from
such agreement, which are not first resolved through the internal dispute resolution procedure
sent forth in Section 7.2 above, must be submitted first to mediation in Desoto County, Mississippi,
under the auspices of the American Arbitration Association ("AAA"), in accordance with AAA's
Commercial Mediation Rules then in effect. Before commencing any legal action against us or our
affiliates with respect to any such claim or dispute, you must submit a notice to us, which specifies,
in detail, the precise nature and grounds of such claim or dispute. We will have a period of 30
days following receipt of such notice within which to notify you as to whether we or our affiliates
elect to exercise our option to submit such claim or dispute to mediation. You may not commence
any action against us or our affiliates with respect to any
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such claim or dispute in any court unless we fail to exercise our option to submit such claim or
dispute to mediation, or such mediation proceedings have been terminated either: (i) as the result
of a written declaration of the mediator(s) that further mediation efforts are not worthwhile; or (ii)
as a result of a written declaration by us. Our rights to mediation, as set forth herein, may be
specifically enforced by us. Each party shall bear its own cost of mediation and you and we shall
share mediation costs equally. This agreement to mediate shall survive any termination or
expiration of this Agreement.

(a) The parties shall not be required to first attempt to mediate a controversy, dispute, or
claim through mediation as set forth in this Section 7.3 if such controversy, dispute, or claim
concerns an allegation that a party has violated (or threatens to violate, or poses an imminent risk
of violating):

(i) Any federally protected intellectual property rights in the Marks, the
System, trade secrets, or Confidential Information;

(i) Any of the restrictive covenants contained in this Agreement;

(iii) Any claims arising out of or related to fraud or misrepresentation by you,
or your insolvency; or

(iv)  Any claims to collect past due amounts owed to us or our affiliates.

Section 7.4 - Selection of Venue. Nothing contained in this Agreement shall prevent us from
applying to and obtaining from any court having jurisdiction a writ of attachment, a temporary
injunction, preliminary injunction and/or other emergency relief available to safeguard and protect
our interests. The parties expressly agree to the jurisdiction and venue of any court of general
jurisdiction in DeSoto County, Mississippi, and the jurisdiction and venue of the United States
District Court for the Northern District of Mississippi. You acknowledge that this Agreement has been
entered into in the State of Mississippi, and that you are to receive valuable and continuing services
emanating from our headquarters in Lake Cormorant, Mississippi, including but not limited to
training, assistance, support and the development of the System. In recognition of such services
and their origin, you hereby irrevocably consent to the personal jurisdiction of the state and federal
courts of the State of Mississippi set forth above. The parties agree that all proceedings, whether
litigation or mediation, will be conducted on an individual, not a class-wide basis, and that any
proceeding between you and your principals and guarantors and us or our affiliates or employees
may not be consolidated with any other proceeding between us and any other person orentity.

Section 7.5 - Third Party Beneficiaries. Our officers, directors, shareholders, agents and/or
employees are express third party beneficiaries of the provisions of this Agreement, including the
mediation provision set forth in this Section 7, each having authority to specifically enforce the
right to mediate/litigate claims asserted against such person(s) by us.

Section 7.6 - Prior Notice of Claims. As a condition precedent to commencing an action for
damages or for violation or breach of this Agreement, you must notify us within thirty (30) days
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after the occurrence of the violation or breach, and failure to timely give such notice shall preclude
any claim for damages.

Section 7.7 - No Right to Offset. You shall not withhold all or any part of any payment to us or
any of our affiliates on the grounds of our alleged nonperformance or as an offset against any
amount we or any of our affiliates allegedly may owe you under this Agreement or any related
agreements.

Section 7.8 - Injunctive Relief. Nothing in this Agreement shall prevent us from seeking to obtain
injunctive relief, without posting a bond, against threatened conduct that will cause us loss or
damages, under the usual equity rules, including the applicable rules for obtaining restraining
orders and preliminary and permanent injunctions. If injunctive relief is granted, your only remedy
will be the court’s dissolution of the injunctive relief. If the injunctive relief was wrongfully issued,
you expressly waive all claims for damages you incurred as a result of the wrongfulissuance.

Section 7.9 - Limitation of Action. You further agree that no cause of action arising out of or
under this Agreement may be maintained by you against us unless brought before the expiration
of one (1) year after the act, transaction or occurrence upon which such action is based or the
expiration of one (1) year after you become aware of facts or circumstances reasonably indicating
that you may have a claim against us hereunder, whichever occurs sooner, and that any action
not brought within this period shall be barred as a claim, counterclaim, defense, orset-off.

(a) you hereby waive the right to obtain any remedy based on alleged fraud,
misrepresentation, or deceit by us, including, without limitation, rescission of this Agreement, in
any mediation, judicial, or other adjudicatory proceeding arising hereunder, except upon a ground
expressly provided in this Agreement, or pursuant to any right expressly granted by any applicable
statute expressly regulating the sale of franchises, or any regulation or rules promulgated
thereunder.

Section 7.10 - Waiver of Punitive Damages. You hereby waive to the fullest extent permitted by
law, any right to or claim for any punitive, exemplary, incidental, indirect, special or consequential
damages (including, without limitation, lost profits) against us arising out of any cause whatsoever
(whether such cause be based in contract, negligence, strict liability, other tort or otherwise) and
agree that in the event of a dispute, that your recovery is limited to actual damages. If any other
term of this Agreement is found or determined to be unconscionable or unenforceable for any
reason, the foregoing provisions shall continue in full force and effect, including, without limitation,
the waiver of any right to claim any consequentialdamages.

SECTION 7.11 JURY TRIAL WAIVER. THE PARTIES HEREBY AGREE TO WAIVE TRIAL BY
JURY IN ANY ACTION, PROCEEDING OR COUNTERCLAIM, WHETHER AT LAW OR
EQUITY, REGARDLESS OF WHICH PARTY BRINGS SUIT. THIS WAIVER SHALL APPLY TO
ANY MATTER WHATSOEVER BETWEEN THE PARTIES HERETO WHICH ARISES OUT OF
ORIS RELATED IN ANY WAY TO THIS AGREEMENT, THE PERFORMANCE OF
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EITHER PARTY, AND/OR YOUR PURCHASE FROM US OF THE FRANCHISE AND/OR ANY
GOODS OR SERVICES.

Article VIII - MISCELLANEOUS

Section 8.1 — Relationship of the Parties. You are an independent contractor and not an agent
of ours. You will have no power or authority to make any commitment or enter into any contract
or agreement obligating or purporting to obligate us, and you will not hold yourself out as having
such power or authority. Nothing in this Agreement creates a fiduciary relationship between the
parties. You agree to conspicuously identify yourself in all dealings with
customers, suppliers, public officials, your employees, and others as the owner of an
independent business under a franchise we have granted and to place such notices of
independent ownership on such forms, business cards, stationery, advertising, and other
materials as we require from time to time. We will not be obligated for any damages to any
person or property directly or indirectly arising out of the operation of the Franchised Business.
Section 8.2 — Reasonable Business Judgment. You acknowledge that the long-term interests
of the network of Club Scientific Businesses, and our company and its owners taken together,
require that we have the latitude to make business decisions with respect to the System and the
System Standards. The ultimate responsibility to make decisions with respect to the System and
the System Standards is vested in us because we, you and all Club Scientific franchisees, have
a collective interest in working within a franchise system that can quickly adjust to changing
business conditions, including changes in the competitive environment, new laws and
regulations, and emerging business opportunities. ~ We have this right even if, at times, a
particular decision adversely affects you. We will not be required to consider your economic or
other circumstances or to disregard our own economic or other business interest when making
decisions under this Agreement.

Section 8.3 - Severability. If any restrictive covenant in this Agreement is held to be invalid or
unenforceable because its duration is too long or its scope is too broad, you and we agree that
the court making such determination will have the power to reduce the duration or scope in such
a manner that the remaining revised covenant will be valid and enforceable. Whenever possible,
each provision of this Agreement will be interpreted in such a manner as to be effective and valid
under applicable law, but if any provision of this Agreement is prohibited by or invalid under
applicable law, such prohibition or invalidity will not invalidate the remainder of such provision or
the other provisions of this Agreement.

Section 8.4 — No Waiver of Rights. No delay or failure to exercise any right or remedy provided
for in this Agreement will be deemed to be a waiver of such right or remedy or acquiescence in
the event giving rise to such right or remedy. No waiver will be binding unless contained in a
writing signed by the party waiving its rights. Any waiver is limited to the specific situation in which
it is given and no waiver of any breach or default under this Agreement will be construed as a
waiver of any earlier or succeeding breach or default.

Section 8.5 — Notices. All notices, requests, consents and other communications required or

permitted by this Agreement will be in writing and will be delivered by eSignature signing software
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or by hand, overnight delivery service, or registered or certified first class mail, to the following
address, or such other address as either party, by like notice, designates with respect to its own
address:

If to us: KidzArt LLC
P.O. Box 81143
Lansing, Ml 48908-1143
Attn: President

If to you: The address indicated in Schedule A

Any such notice, request, consent, or other communication will be deemed given and be effective
upon receipt at such address.

Section 8.6 — Affiliates. As used in this Agreement, the term “affiliate” of party means a company
directly or indirectly controlling, controlled by or under common control with such party. “Control”
of another company, as used in this Agreement, will mean the ownership of or the power to vote,
directly or indirectly through majority-owned companies, fifty-one percent or more of the voting
stock or voting rights of such other company.

Section 8.7 — Attorneys’ Fees. If you are in breach or default of any monetary or nonmonetary
material obligation under this Agreement or any related agreement between you and us and/or
our affiliates, and we engage an attorney to enforce our rights (whether or not formal judicial
proceedings are initiated), you must pay all reasonable attorneys' fees, court costs and litigation
expenses we incur. If you institute any legal action to interpret or enforce the terms of this
Agreement, and your claim in such action is denied or the action is dismissed, we are entitled to
recover our reasonable attorneys' fees, and all other reasonable costs and expenses incurred in
defending against same, and to have such an amount awarded as part of the judgment in the
proceeding.
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Section 8.8 — Entire Agreement. This Agreement and all ancillary agreements executed
simultaneously with this Agreement, constitute the entire understanding of the parties and
supersede any and all prior oral or written agreements between you and us on the matters
contained in this Agreement; but nothing in this or any related agreement is intended to disclaim
the representations we made in the franchise disclosure document that we furnished to you. This
agreement may not be modified except by a written document signed by both parties.

IN WITNESS WHEREOF, the parties have signed this Agreement on the dates set forth below,
with effect as of the date first above written.

KIDZART LLC [Franchisee]
By By

Title Title

Date Date
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N

SCHEDULE A

FRANCHISEE INFORMATION
Referred to in Sections 1.1(a) and (h), 1.2(a), 2.1(a), 6.1(a)(viii) and 8.6

Approved location:

n

w

B

Territory:

10% discount for qualified veterans. Yes No (Check one.)

Address for notices (if different than1):

Ownership and management of the franchisee. The Franchisee is [checkone]

an Individual

a Corporation State of Incorporation:

a Limited Liability Company State of Formation:
a Partnership
Other Explain:

The following persons are the owners and managers of the Franchisee:

Name & Address Office Director, Partner Percentage
(or LLC Manager) or LLC Member Ownership




Franchisee to reflect its agreement by initialing each applicable box

To Be
Provided to
Providedto  Us Within 30
Not Required Us Days
Certificate and Articles of Incorporation O O O
Certificate and Agreement of Partnership O O
Certificate and Articles of Organization O O O
By-Laws O O O
Partnership Agreement O O O
Resolution Authorizing Franchise Agreement O O O
Other O O O
Conditions:
Documents:
Yes No

The legal entity’s activities must be confined exclusively to operating the O O
franchised Office.

(or another person with our O O
written consent) must act as the legal entity’s Managing Owner.
Each owner must sign the Guaranty and Assumption of Obligations. O O
The legal entity must maintain stop transfer instructions on its records O O
against transfer of any stock certificate or certificate of ownership
contrary to the terms of Section 19 of the Franchise Agreement.
Each stock certificate or certificate of ownership must include the O O
statement we require regarding transfer restrictions.
The legal entity must maintain a current list of all owners and give us the O O

list on request.
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SCHEDULE B
SEE SECTION 1.1(H) OF THE FRANCHISE AGREEMENT
KIDZART LLC
Guaranty and Assumption of Obligations

In order to induce KIDZART LLC, a Nevada limited liability company (the “Franchisor”) to enter
into a Club Scientific Franchise Agreement datedas of (the “Franchise
Agreement”) with . (the “Franchisee”)
for a Club Scientific franchise locatedin

each of the undersigned persons (the “Guarantors”), jointly, individually and severally,

hereby agrees as follows:

1. Assumption of Obligations/Guaranty of Payment

(@) Personal Guaranty. Each Guarantor personally and unconditionally agrees to be
firmly bound by all of the terms, provisions and conditions of the Franchise Agreement, and any
other agreement between Franchisee and Franchisor and/or its affiliates, and guarantees to the
Franchisor and the Franchisor’s successors and assigns the due, punctual and complete payment
of all amounts that the Franchisee is obligated to pay to the Franchisor under the Franchise
Agreement and under any modification of, amendment to or renewal of the Franchise Agreement.

(b) Waiver of Defenses. Each Guarantor waives to the fullest extent permitted by law
(a) any defense based upon any (i) legal disability or lack of authority of the Franchisee, (ii) legal
or equitable discharge or limitation of the liability of the Franchisee, whether consensual or arising
by operation of law, (iii) bankruptcy, insolvency, reorganization or other similar proceeding
affecting a Guarantor or the Franchisee, or (iv) invalidity, irregularity or unenforceability of any or
all of the provisions of this Guaranty or the Franchise Agreement; (b) presentment, demand,
protest or notice of any other kind; (c) notice of acceptance of this Guaranty; (d) other defenses
available to a Guarantor under applicable law; or (e) any requirement of diligence on the part of
the Franchisor or any right a Guarantor may have to require the Franchisor to proceed first against
the Franchisee.

(c) Guaranty of Payment. This is a guaranty of payment and not of collection. The
Franchisor may require payment from each Guarantor of any obligation of the Franchisee under
the Franchise Agreement and may sue each Guarantor for damages without first seeking or taking
any action against the Franchisee.

(d) No Modification or Release. The liability of each Guarantor is unaffected by (a) any
modification, amendment, termination or variation in or addition to the Franchise
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Agreement; (b) any extension of time for performance or any waiver of performance or any
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delay of the Franchisor in enforcing any right, remedy, power or privilege that the Franchisor may
have against the Franchisee or any other person; (c) the release of the Franchisee, in whole or in
part, from performance or observance of any of the agreements, covenants, terms or conditions
contained in the Franchise Agreement, whether made with or without notice to Guarantor; or (d)
any other guaranty now or hereafter executed by anyone else in connection with the transactions
contemplated by the Franchise Agreement.

2. Proprietary Rights; Confidentiality; Noncompetition

(@) Improvements. Each Guarantor agrees that if a Guarantor makes an improvement
to the Franchisor’'s business system or method, such improvement will be the property of the
Franchisor pursuant to the terms of Section 1.4(c) of the Franchise Agreement and the Guarantor
will promptly disclose such improvement to the Franchisee or to the Franchisor with reference to
this undertaking. The Guarantor hereby assigns all rights in such improvements to the Franchisor
and agrees to sign any documents that the Franchisor may reasonably request from time to time
to evidence such assignment.

(b) Copyrights and Trademarks. Each Guarantor acknowledges that the Franchisor’s
copyrights and trademarks may only be used by the Franchisee in accordance with Section 3.1
of the Franchise Agreement. Each Guarantor personally agrees to comply with all of the
Franchisee’s obligations under Section 3.1 and not to use any of the Franchisor’s copyrights or
trademarks except on behalf of the Franchisee in furtherance of the Franchisee’s business, and
each Guarantor agrees that any such use will be in compliance the Franchisee’s obligations under
the Franchise Agreement as if the Guarantor were the Franchisee under the Franchise
Agreement.

(c) Confidentiality. Each Guarantor acknowledges the Franchisee’s obligations of
confidentiality under Section 3.2 of the Franchise Agreement. Each Guarantor personallyagrees
to comply with all of the Franchisee’s obligations under Section 3.2 and not to disclose or use any
Confidential Information (as defined in Section 3.2(a) of the Franchise Agreement except on
behalf of the Franchisee in furtherance of the Franchisee’s business in compliance the
Franchisee’s obligations under the Franchise Agreement, and only to the extent that the
Franchisee is permitted under the Franchise Agreement to disclose and use Confidential
Information. Upon the request of the Franchisor, the Guarantor will promptly return to the
Franchisor all Confidential Information and all copies in the Guarantor’s possession or under the
Guarantor’s control, and the Guarantor will destroy all copies on the Guarantor’'s computers, disks
and other digital storage devices.

(d) Noncompetition. Each Guarantor acknowledges the Franchisee’s obligations
under Section 3.3 of the Franchise Agreement not to compete with the Franchisor. Each
Guarantor personally agrees to comply with and be bound by all of the Franchisee’s obligations
under Section 3.3 to the same extent that the Franchisee is bound by the obligations of Section
3.3, both during and after the term of the Franchise Agreement.

3. Dispute Resolution
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(a) Choice of Law. This Agreement shall be governed by and construed in accordance
with the laws of the State of Mississippi (without reference to its conflict of laws principals).

(b) Internal Dispute Resolution. Each Guarantor must first bring any claim or dispute
between such Guarantor and Franchisor to Franchisor’s President and/or Chief Executive Officer
at Franchisor's headquarters, after providing notice as set forth in Section 8.6 of the Franchise
Agreement. Each Guarantor must exhaust this internal dispute resolution procedure before
bringing such dispute before a third party. This agreement to first attempt resolution of disputes
internally shall survive termination or expiration of this Guaranty.

(c) Mediation. At Franchisor’s option, all claims or disputes between each Guarantor
and Franchisor or Franchisor’s affiliates arising out of, or in any way relating to, this Guaranty or
any other agreement by and between a Guarantor and Franchisor or its affiliates, or any of the
parties' respective rights and obligations arising from such agreement, which are not first resolved
through the internal dispute resolution procedure sent forth in Section 3(b) above, must be
submitted first to mediation in Desoto County, Mississippi, under the auspices of the American
Arbitration Association ("AAA"), in accordance with AAA's Commercial Mediation Rules then in
effect. Before commencing any legal action against Franchisor or its affiliates with respect to any
such claim or dispute, a Guarantor must submit a notice to Franchisor, which specifies, in detail,
the precise nature and grounds of such claim or dispute. Franchisor will have a period of 30 days
following receipt of such notice within which to notify Guarantor as to whether Franchisor or its
affiliates elect to exercise our option to submit such claim or dispute to mediation. Guarantor may
not commence any action against Franchisor or its affiliates with respect to any such claim or
dispute in any court unless Franchisor fails to exercise our option to submit such claim or dispute
to mediation, or such mediation proceedings have been terminated either: (i) as the result of a
written declaration of the mediator(s) that further mediation efforts are not worthwhile; or (ii) as a
result of a written declaration by Franchisor. Franchisor’s rights to mediation, as set forth herein,
may be specifically enforced by Franchisor. Each party shall bear its own cost of mediation and
Franchisor and Guarantors shall share mediation costs equally. This agreement to mediate shall
survive any termination or expiration of this Guaranty.

(i) The parties shall not be required to first attempt to mediate a
controversy, dispute, or claim through mediation as set forth in this Section 7.3 if
such controversy, dispute, or claim concerns an allegation that a party has violated
(or threatens to violate, or poses an imminent risk of violating):

(a) Any federally protected intellectual property rights in the
Marks, the System, trade secrets, or Confidential Information;

(b) Any of the restrictive covenants contained in this Guaranty;

(c)Any claims arising out of or related to fraud or
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misrepresentation by you, or your insolvency; or

(d) Any claims to collect past due amounts owed to us or our
affiliates.

(d) Selection of Venue. Nothing contained in this Guaranty shall prevent Franchisor
from applying to and obtaining from any court having jurisdiction a writ of attachment, a temporary
injunction, preliminary injunction and/or other emergency relief available to safeguard and protect
its interests. The parties expressly agree to the jurisdiction and venue of any court of general
jurisdiction in DeSoto County, Mississippi, and the jurisdiction and venue of the United States
District Court for the Northern District of Mississippi. Each Guarantor acknowledges that this
Agreement has been entered into in the State of Mississippi, and that they are to receive valuable
and continuing services emanating from Franchisor's headquarters in Lake Cormorant,
Mississippi, including but not limited to training, assistance, support, and the development of the
System. In recognition of such services and their origin, each Guarantor hereby irrevocably
consents to the personal jurisdiction of the state and federal courts of the State of Mississippi set
forth above. The parties agree that all proceedings, whether litigation or mediation, will be
conducted on an individual, not a class-wide basis, and that any proceeding between a Guarantor
and Franchisor or its affiliates or employees may not be consolidated with any other proceeding
between Franchisor and any other person or entity.

(e) Third Party Beneficiaries. Franchisor’'s officers, directors, shareholders, agents
and/or employees express third party beneficiaries of the provisions of this Guaranty, including
the mediation provision set forth in this Section 3, each having authority to specifically enforce the
right to mediate/litigate claims asserted against such person(s) by Franchisor.

(i) Prior Notice of Claims. As a condition precedent to commencing an action for
damages or for violation or breach of this Agreement, the Guarantor must notify Franchisor within
thirty (30) days after the occurrence of the violation or breach, and failure to timely give such
notice shall preclude any claim for damages.

(9) No Right to Offset. Guarantor shall not withhold all or any part of any payment to
Franchisor or any of its affiliates on the grounds of Franchisor’s alleged nonperformance or as an
offset against any amount Franchisor or any of its affiliates allegedly may owe Guarantor under
this Agreement or any related agreements.

(h) Injunctive Relief. Nothing in this Agreement shall prevent Franchisor from seeking
to obtain injunctive relief, without posting a bond, against threatened conduct that will cause
Franchisor loss or damages, under the usual equity rules, including the applicable rules for
obtaining restraining orders and preliminary and permanent injunctions. If injunctive relief is
granted, Guarantor's only remedy will be the court’s dissolution of the injunctive relief. If the
injunctive relief was wrongfully issued, each Guarantor expressly waives all claims for damages
he/she incurred as a result of the wrongful issuance.
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(i) Limitation of Action. Each Guarantor further agrees that no cause of action arising
out of or under this Guaranty may be maintained by Guarantor against Franchisor unless brought
before the expiration of one (1) year after the act, transaction or occurrence upon which such
action is based or the expiration of one (1) year after the Guarantor becomes aware of facts or
circumstances reasonably indicating that the Guarantor may have a claim against Franchisor
hereunder, whichever occurs sooner, and that any action not brought within this period shall be
barred as a claim, counterclaim, defense, or set-off.

(a) each Guarantor hereby waives the right to obtain any remedy based on alleged
fraud, misrepresentation, or deceit by Franchisor, including, without limitation, rescission
of this Agreement, in any mediation, judicial, or other adjudicatory proceeding arising
hereunder, except upon a ground expressly provided in this Agreement, or pursuant to
any right expressly granted by any applicable statute expressly regulating the sale of
franchises, or any regulation or rules promulgated thereunder.

)] Waiver of Punitive Damages. Each Guarantor hereby waives to the fullest extent
permitted by law, any right to or claim for any punitive, exemplary, incidental, indirect, special or
consequential damages (including, without limitation, lost profits) against Franchisor arising out
of any cause whatsoever (whether such cause be based in contract, negligence, strict liability,
other tort or otherwise) and agree that in the event of a dispute, that the Guarantor’s recovery is
limited to actual damages. If any other term of this Agreement is found or determined to be
unconscionable or unenforceable for any reason, the foregoing provisions shall continue in full
force and effect, including, without limitation, the waiver of any right to claim any consequential
damages.

(k) Attorneys’ Fees. If Guarantor is in breach or default of material obligation under
this Guaranty or any related agreement between Guarantor and Franchisor and/or its affiliates,
and Franchisor engages an attorney to enforce its rights (whether or not formal judicial
proceedings are initiated), Guarantor must pay all reasonable attorneys' fees, court costs and
litigation expenses Franchisor incurs. If a Guarantor institutes any legal action to interpret or
enforce the terms of this Guaranty, and Guarantor’s claim in such action is denied or the action
is dismissed, Franchisor is entitled to recover its reasonable attorneys' fees, and all other
reasonable costs and expenses incurred in defending against same, and to have such an amount
awarded as part of the judgment in the proceeding.

(I) JURY TRIAL WAIVER. THE PARTIES HEREBY AGREE TO WAIVE TRIAL BY JURY
IN ANY ACTION, PROCEEDING OR COUNTERCLAIM, WHETHER AT LAW OR EQUITY,
REGARDLESS OF WHICH PARTY BRINGS SUIT. THIS WAIVER SHALL APPLY TO ANY
MATTER WHATSOEVER BETWEEN THE PARTIES HERETO WHICH ARISES OUT OF OR IS
RELATED IN ANY WAY TO THIS GUARANTY.

4. Miscellaneous

(a) Transfer by the Franchisor. If the Franchisor transfers its rights and obligations
under the Franchise Agreement pursuant to Section 4.1 of the Franchise Agreement, this
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Guaranty will be deemed to be transferred automatically to the transferee who, upon such
transfer, will have all of the rights granted to the Franchisor under this Guaranty vis-a-vis the
Guarantors, and the obligations of the Guarantors will then accrue to the benefit of the transferee.

(b) Notices. All notices and other communications required or permitted by this
Agreement will be in writing and will be delivered by hand, fax, overnight delivery service, or
registered or certified first class mail, to the then-current address of the Guarantor known by the
sender. Any such notice or other communication will be deemed given and be effective upon
receipt at such address.

(c) Defined Terms. Terms defined in the Franchise Agreement and not defined in this
Guaranty shall have the meaning defined in the Franchise Agreement.

(d) Waiver. No delay, omission or failure to exercise any right or remedy provided for
in this Agreement will be deemed to be a waiver of such right or remedy or acquiescence in the
event giving rise to such right or remedy.

(e) Amendments. This Guaranty of Obligations may not be modified or amended
except in writing signed by the Franchisor and the Guarantor to be bound by such modification or
amendment. No waiver or discharge will be valid unless in writing and approved by the Franchisor.

IN WITNESS WHEREOF, each Guarantor has signed this Guaranty as of the date of the
Franchise Agreement.

Signature Print Name

Signature Print Name
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Signature Print Name

Acknowledged and agreed:

KIDZART LLC

By

Title

Date

STATE OF

Ss.:
COUNTY OF

On the day of , before me personally came
and , to me known tobe
the individuals described in and who executed the foregoing guaranty, and they acknowledged that
they executed the same.

Notary
Public
STATE OF )
) SS.
COUNTY OF )
On the day of , before me personally came
and , to me known tobe

the individuals described in and who executed the foregoing guaranty, and they acknowledged that
they executed the same.

Notary
Public
STATE OF )
) Ss.
COUNTY OF )
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On the __  day of , before me personally came
and , to me known to
be the individuals described in and who executed the foregoing guaranty, and they acknowledged
that they executed the same.

Notary

Public
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SCHEDULE C
SEE SECTION 1.5(H) OF THE FRANCHISE AGREEMENT

KIDZART LLC

CONFIDENTIALITY AND NONCOMPETITION AGREEMENT

Recipient Date
Recipient’s Position with Franchisee Franchisee
1. Purpose of this Agreement. The franchisee named above (the “Franchisee”) has entered

into a Franchise Agreement with KIDZART LLC, a Nevada limited liability company (the
“Franchisor”). The recipient named above (the “Recipient”) holds the position indicated above with
the Franchisee. In such a position, the Recipient will or may have access to certain confidential
information of the Franchisor. In order to induce the Franchisor to enter into the Franchise
Agreement, the Franchisee agreed to obtain from each of its managers and others who may have
access to any confidential information of the Franchisor an agreement not to disclose to any third
party any such information and to comply with the non-compete requirements set forth below.

2. Confidentiality.

(a) Confidential Information. As used in this Agreement, the term “Confidential
Information” means the Franchisor's know-how, technical knowledge, methods of operation,
business and marketing plans and all other information that the Recipient may receive from the
Franchisee or the Franchisor or its affiliate or any of their employees, agents or representatives,
prior to or on or after the date of this Agreement, that is not generally available to the public and
that has commercial value to the Franchisor, or that is personally identifiable information of
customers. “Confidential Information” includes, without limitation: the content of all Manuals used
or approved for use in the operation of the franchised business; the content of all training provided
by the Franchisor; the substance, design, organization, and presentation of all curricula provided
by the Franchisor; sales and marketing techniques; advertising and marketing programs and
plans; current, past and planned research, development and test programs for products, services
and operations; specifications for and suppliers of certain equipment, fixtures, furnishings, signs,
materials and supplies; the operating results and financial performance of Club Scientific
Businesses other than the Franchisee’s business; and all improvements, amendments and
modifications to the Club Scientific franchise system developed by the Recipient. The Recipient
acknowledges that all Confidential Information is confidential and proprietary information of the
Franchisor.

(b) Nondisclosure. At all times both during and after the term of the Franchise
Agreement, the Recipient will keep all Confidential Information in the strictest confidence and will
not disclose any Confidential Information to any person other than Franchisee’s employees,
agents or representatives who have signed confidentiality agreements with or undertakings to the
Franchisor substantially in the form of this undertaking and who have a legitimate need to know
such information, except for any disclosure required by law, in which event Recipient will give
notice to the Franchisor of the disclosure to be made.
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(c) Non-Use. At all times both during and after the term of the Franchise Agreement,
Recipient will not use any Confidential Information except for the purpose of fulfilling Recipient's
legitimate obligations relating to the Franchisor’s business.

(d) Exceptions. The obligations of confidentiality and non-use described above will not
apply to information that, (i) can be clearly shown by the Recipient to have been known to Recipient
on a non-confidential basis prior to its disclosure to the Recipient by the Franchisee or the
Franchisor; (ii) is now, or hereafter becomes, information generally available to the public not due
to any act or failure to act by the Recipient; or (iii) can be clearly shown by the Recipient to have
been received by Recipient on a non-confidential basis from a third party that is not prohibited from
disclosing such information by a legal, contractual or fiduciary obligation.

(e) Disclosures Required by Law. In the event that the Recipient becomes legally
compelled to disclose any Confidential Information, the Recipient will (i) promptly notify the
Franchisor that such information is required to be disclosed, (ii) use his or her best efforts to obtain
legally binding assurance that all those who receive disclosure of such information are bound by
an obligation of confidentiality, and (iii) disclose only that portion of the Confidential Information
that legal counsel of the Recipient or the Franchisee advises is legally required to be disclosed.

() Return of Information. Upon the request of the Franchisor or the Franchisee, the
Recipient will promptly return to the Franchisor or the Franchisee, as the case may be, all
Confidential Information and all copies in the Recipient’'s possession or under the Recipient’s
control, and the Recipient will destroy all copies on the Recipient’s computers, disks and other
digital storage devices.

3. Further Undertakings.

(a) Improvements. Recipient agrees that if Recipient makes an improvement to the
Franchisor’s business system or method, such improvement will be the property of the Franchisor,
and the Recipient will promptly disclose such improvement to the Franchisee or to the Franchisor
with reference to this undertaking. The Recipient hereby assigns all rights in such improvements
to the Franchisor and agrees to sign any documents that the Franchisor may reasonably request
from time to time to evidence such anassignment.

(b) Noncompetition During Employment. The Recipient agrees that during the
Recipient’'s employment by the Franchisee, the Recipient will not, directly or indirectly (such as
through a member of the Recipient’s immediate family), either (i) have a direct or indirect interest
in a Competitive Business located or operating anywhere in the U.S. or in any other country in
which the Franchisor has a licensee; (ii) perform services as a director, officer, manager,
employee, consultant, representative, agent or otherwise for any such Competitive Business or
lend money to, or extend credit to a Competitive Business ; (iii) divert or attempt to divert any
business or customer of the Franchised Business to any competitor in any manner; or (iv) recruit
or hire any person who is an employee of the Franchisor or of any Club Scientific franchisee or
who has been such within the six month period before such recruiting or hiring, without the prior
written permission of that person’s employer.

(c) Definition of Competitive Business. As used in this Agreement, the term
“Competitive Business” means any business that offers educational science programs or similar
science themed enrichment activities or services or grants franchises or licenses to others to
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operate such a business (other than a Club Scientific Business operated under a franchise
agreement with us or our affiliate). The restrictions of this section will not apply to the ownership
of publicly traded securities that constitute less than three percent (3%) of a class of ownership
interests of the issuing company.

(d) (d) Noncompetition After Employment Ends. In the event that the Recipient ceases
to be employed or by or to perform services for the Franchisee, the Recipient will not, directly or
indirectly (such as through a member of the Recipient’s immediate family), for a period of two years
thereafter, have a direct or indirect ownership interest in, or perform services as a director, officer,
manager, employee, consultant, representative, agent or otherwise for, or lend money to, or extend
credit to a Competitive Business located or operating in the Territory or within 30 miles of the Site
of any Club Scientific Business anywhere in the world at the time that such employment ends, and
the Recipient will continue for such two-year period to comply with the obligations described in
Sections 3(b) (iii) and (iv).

4. Miscellaneous.

(a) Franchisor Third-Party Beneficiary. The Recipient and the Franchisee acknowledge
and intend that the covenants contained in this Agreement will directly benefit the Franchisor, who
will be a third-party beneficiary, entitled to enforce the provisions of this Agreement in the
Franchisor’'s own name without the Franchisee as a party in any action filed for such purpose, and
will further be entitled to all remedies provided in Section 4(b).

(b) Remedies. Recipient acknowledges that if Recipient fails to comply strictly with any
of the above undertakings, the Franchisor will suffer irreparable harm and will have a cause of
action for damages or injunctive relief or both against Recipient in a court of competent jurisdiction.
If Recipient is in breach or default of material obligation under this Agreement or any related
agreement between Recipient and Franchisor and/or its affiliates, and Franchisor engages an
attorney to enforce its rights (whether or not formal judicial proceedings are initiated), Recipient
must pay all reasonable attorneys' fees, court costs and litigation expenses Franchisor incurs. If
Recipient institutes any legal action to interpret or enforce the terms of this Agreement, and
Recipient’s claim in such action is denied or the action is dismissed, Franchisor is entitled to
recover its reasonable attorneys' fees, and all other reasonable costs and expenses incurred in
defending against same, and to have such an amount awarded as part of the judgment in the
proceeding.

(c) Notices. All notices and other communications required or permitted by this
Agreement will be in writing and will be delivered by hand, fax, overnight delivery service, or
registered or certified first class mail, to the then-current address of the recipient known by the
sender. Any such notice or other communication will be deemed given and be effective upon
receipt at such address.

(d) Entire Agreement. This Agreement constitutes the entire understanding between
the parties, superseding all prior agreements, arrangements and understandings between the
parties relating to its subject matter.

(e) Waiver. No delay, omission, or failure to exercise any right or remedy provided for
in this Agreement will be deemed to be a waiver of such right or remedy or acquiescence in the
event giving rise to such right or remedy.
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Recipient

Print Name

[Franchisee]

By

Title

Date

KIDZART LLC

By

Title

Date
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SCHEDULE D

CONDITIONAL ASSIGNMENT
OF FRANCHISEE'S TELEPHONE NUMBERS

1. , doing business at ("Assignor"), in exchange for
valuable consideration provided by KIDZART, LLC ("Assignee"), receipt of which is hereby
acknowledged hereby conditionally assigns to Assignee all telephone numbers and listings
utilized by Assignor in the operation of its Club Scientific franchise at Assignor's above-
referenced address. Those numbers are as follows:

2. The conditional agreement will become effective automatically upon termination of the
Assignor’s franchise. Upon the occurrence of that condition, the Assignor must do all things
required by the telephone company to assure the effectiveness of the assignment of telephone
numbers as if the Assignee had been originally issued such telephones, telephone numbers,
telephone listings and the usage thereof.

3. Assignor agrees to pay the telephone company on or before the effective date of
assignment all amounts owed for the use of the telephone number(s) including, without limitation,
Yellow Pages advertising. Assignor further agrees to indemnify Assignee for any sums Assignee
must pay the telephone company to effectuate this agreement and agrees to fully cooperate with
the telephone company and Assignee in effectuating this assignment.

ASSIGNOR:

By:
Date:
Name:
Title:

ASSIGNEE:
KIDZART, LLC

By:
Date:
Name:
Title:
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SCHEDULE E

ELECTRONIC FUNDS WITHDRAWAL AUTHORIZATION

Bank Name

ABA#

Acct. No.

Acct. Name

Effective as of the date of the signature below, [Franchisee Name] hereby authorizes
KidzArt, LLC (“Company”) or its designee to withdraw funds from the above-referenced bank
account, electronically or otherwise, to make the following payments to Company under the
Franchise Agreement for the franchise located at

: (1) all Royalty Fees; (2) all contributions to the Advertising Fund; and (3) all other amounts due
under the Franchise Agreement or any other agreement between Company and or
as directed by Company in its Operations Manuals or otherwise in writing. Such withdrawals shall
occur on a weekly basis, or on such other schedule as Company shall specify in writing. The
Company is also authorized to deposit funds into the above-referenced account, electronically or
otherwise. This authorization shall remain in full force and effect until terminated in writing by
Company. [Franchisee Name] shall provide Company, in conjunction with this authorization, with
a voided check from the above referenced account.

AGREED:

ATTEST: FRANCHISEE

By:

Print Name:

Its:
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EXHIBIT F3

CO-BRANDING FRANCHISE ADDENDUM
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FIRST ADDENDUM TO THE KIDZART FRANCHISE AGREEMENT AND CLUB
SCIENTIFIC FRANCHISE AGREEMENT

This first addendum (the “Addendum?”) to the KidzArt Franchise Agreement and the

Club Scientific Franchise Agreement is made and entered ibthis dayof __, 20
by and among KIDZART LLC (“KidzArt”), a Nevada limited liability company,

with an address at P.O. Box 81143, Lansing, Michigan 48908-1143 and

, a with an address at

(“Franchisee”).

BACKGROUND

A. KidzArt offers franchises for the establishment, development, and operation
of businesses offering art instruction products and services under the mark “KIDZART®”
and system (the “KidzArt Business”).

B. KidzArt also offers franchises for the establishment, development, and
operation of businesses offering science based educational and technology enrichment
programs for children under the mark “CLUB SCIENTIFIC®” and system (the “Club
Scientific Business”).

C. On , KidzArt and Franchisee entered into a franchise
agreement (the “KidzArt Franchise Agreement’) pursuant to which Franchisee was
granted the right and undertook the obligation to open and operate a KidzArt Business
within the following territory (the “Territory”).

D. On , KidzArt and Franchisee entered into a franchise
agreement (the “Club Scientific Franchise Agreement”) pursuant to which Franchisee
was granted the right and undertook the obligation to open and operate a Club Scientific
Franchised Business within the Territory.

E. Franchisee wishes to operate a combined KidzArt/Club Scientific business
(the “Co-Branded Franchised Business”) within the Territory.

F. The parties wish to amend the KidzArt Franchise Agreement and the Club
Scientific Franchise Agreement (collectively the “Agreements”) pursuant to the terms and
conditions of this Addendum.

AGREEMENT

NOW THEREFORE, in consideration of the mutual agreements, covenants and
promises contained in this Addendum and for mutual consideration, the receipt and
sufficiency of which is hereby acknowledged, the parties hereto agree as follows:

2
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L Royalties and Advertising Fund Contributions. Franchisee will pay royalties
and advertising fund contributions on the sale of services and products of each brand at
the rates and as otherwise provided for in the KidzArt Franchise Agreement and Club
Scientific Franchise Agreement.

2 Section 1.1(c) — Minimum Gross Revenues. Section 1.1(c) shall be
amended to provide that Franchisee’s minimum Gross Revenue Requirement during
each 12 month period during the term of the Agreements shall equal and orexceed
$45,000 of the combined Gross Revenues of the Co-Branded Franchise Business.

3 Section 1.2(a)(vi) — The Site. Section 1.2(a) shall be amended to provide
that Franchisee shall operate the Co-Branded Franchised Business from the Site.
Franchisee may not use the Site for any purpose other than the operation of a Co-
Branded Franchised.

4 Section 1.3(i) — Telephone. Section 1.3(i) shall be amended to provide that
Franchisee shall only be required to maintain one dedicated telephone line for the Co-
Branded Franchised Business.

5. Section 1.5(a) — Managing Owner. Section 1.5(a) shall be amended to
provide that the Co-Branded Franchised Business may be operated by the same
Managing Owner.

6 Section 1.6(f) — Entity Requirements. Section 1.6(f) shall be amended to
provide that a single entity, whether a corporation, limited liability company or partnership,
formed by Franchisee may operate the Co-Branded FranchisedBusiness.

7. Section 2.1(a) — Initial Fees. Section 2.1(a) shall be amended to provide
that there shall be a single non-refundable initial franchise feeof $ due and
owing by Franchisee in connection with both Territory Agreements. The fee to add an
additional qualifying household to the Co-Branded Franchise Business’s Territory shall
be $.80 per qualified household.

& Section 5.2(b) — Termination byUs Upon Notice. The parties acknowledge
and agree that a default which remains uncured after written notice and the expiration of
any applicable cure period under the KidzArt Franchise Agreement shall constitute a
default under the Club Scientific Franchise Agreement, and a default which remains
uncured after written notice and the expiration of any applicable cure period under the
Club Scientific Franchise Agreement shall constitute a default under the KidzArt
Franchise Agreement. Franchisee’s failure to cure a default under either the KidzArt
Franchise Agreement or the Club Scientific Franchise Agreement shall give KidzArt the
right to terminate both the KidzArt Franchise Agreement and the Club Scientific Franchise
Agreement.
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9 Section 3.3(b) — Definition of Competitive Business. The definition of
“Competitive Business” contained in Section 3.3(b) shall be supplemented to also include
any business offering in whole or in part art or drawing instruction programs and
educational science programs and similar science themed enrichmentactivities.

10 Entire Agreement. The KidzArt Franchise Agreement, the Club Scientific
Franchise Agreement and this Addendum constitute the entire, full, and complete
agreement concerning the Store and supersede any and all prior agreements. In the
event of a conflict between the terms of the KidzArt Franchise Agreement or the Club
Scientific Franchise Agreement and the terms of this Addendum, the terms of this
Addendum shall control. Except as amended hereby, all the other terms and conditions
of the KidzArt Franchise Agreement and the Club Scientific Franchise Agreement are
ratified and confirmed.

IN WITNESS WHEREOF, the parties hereto, intending to be legally bound hereby,
have duly executed and delivered this Addendum the date and year first writtenabove.

KIDZART, LLC

By:

Title:

FRANCHISEE:

By:

Title:
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EXHIBIT G

FRANCHISEE CERTIFICATION

PART 1: All franchisees to complete and sign this Part 1; except do not complete or sign this
Part 1 if you are a resident of any of the following states: Hawaii, Maryland

The date of my first face-to-face meeting with a KidzArt LLC Franchise Representative, Franchise
Broker or any other person (if applicable) to discuss the possible purchase of a Franchise was
, 20___. Franchisee’sInitials

The date on which | received a Franchise Disclosure Document was , 20
Franchisee’s Initials

The date when | received a fully completed copy (other than signatures) of the KidzArt Franchise
Agreement, Club Scientific Franchise Agreement and/or Co-Branding Franchise Addendum | later
signed was , 20__. Franchisee’s Initials

The earliest date on which | signed the KidzArt Franchise :Agreement, Club Scientific Franchise
Agreement or Co-Branding Franchise Addendum and/or any other binding document (not
including the Receipt page) was , 20__. Franchisee’s Initials

The earliest date on which | delivered cash, check or other consideration to the Franchise
Marketing Representative, Franchise Broker, KidzArt LLC (“Franchisor”) or any other person or
company was , 20__. Franchisee’sInitials

Dated:

FRANCHISEE

PART 2: All franchisees are to complete and sign this Part 2, except do not complete or sign this Part 2 if
you are a resident of any of the following states or the business is to be operated in any of the following
states: Hawaii, Maryland

Representations:

No promises, agreements, contracts, commitments, understandings, “side-deals”, options,
rights-of-first-refusal or otherwise have been made to or with me with respect to any matter
(including but not limited to any representations or promises regarding advertising (television or
otherwise), marketing, site location, operational assistance or otherwise) nor have | relied in any

way on any such representation except as expressly set forth in the KidzArt Franchise Agreement,

5
KidzArt/Club Scientific FDD 2024



Club Scientific Franchise Agreement and/or Co-Branding Franchise Addendum, or any written
addendum signed by me and the President of Franchisor except as follows:

(If none, the prospective Franchisee shall write NONE in his/her own handwriting andinitial
same.) Franchisee’s Initials

No oral, written, or visual claim or representation, promise, agreement, contract, commitment,
understanding or otherwise which contradicted, expanded upon or was inconsistent with the
Franchise Disclosure Document, KidzArt Franchise Agreement, Club Scientific Franchise
Agreement and/or Co-Branding Franchise Addendum was made to me by any person or entity,
except as follows:
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(If none, the prospective Franchisee shall write NONE in his/her own handwriting and initial
same.) Franchisee’s Initials

Except as provided for in the Item 19 of the Franchise Disclosure Document, no oral, written or
visual claim or representation (including but not limited to charts, tables, spreadsheets or
mathematical calculations) which stated or suggested any specific level or range of actual or
potential sales, costs, income, expenses, profits, cash flow, tax effects or otherwise (or from which
such items might be ascertained) was made to me by any person or entity, except asfollows:

(If none, the prospective Franchisee or representative shall write NONE in his/her own
handwriting and initial same.) Franchisee’s Initials

No contingency, condition, prerequisite, prior requirement, proviso, reservation, impediment,
stipulation, provision or otherwise exists with respect to any matter (including but not limited to
obtaining financing, selection, purchase, lease or otherwise of a site, operational matters or
otherwise) and/or with respect to my fully performing all of my obligations under the KidzArt
Franchise Agreement, Club Scientific Franchise Agreement or Co-Branding Franchise
Addendum, and/or any other documents to be executed by me nor have | relied in any way on
any such, except as expressly set forth in a writing signed by me and the President of Franchisor,
except as follows:

(If none, the prospective Franchisee shall write NONE in his/her own handwriting and initial
same.) Franchisee’s Initials

KidzArt/Club Scientific FDD 2024



I hereby understand that there will be no refunds for initial fees paid or royalties and other fees paid unless
otherwise expressly stated. Franchisee’s Initials

Except as set forth in Item 19 of theFranchise Disclosure Document, Franchisor does not make
or endorse nor does it allow any marketing representative, broker or other individual to make or
endorse any oral, written, visual or other claim or representation (including but not limited to
charts, tables, spreadsheets or mathematical calculations) which stated or suggested any specific
level or range of actual or potential sales, costs, income, expenses, profits, cash flow, tax effects
or otherwise (or from which such items might be ascertained) with respect to this or any other
Franchise, whether made on behalf or for Franchisor, any Franchisee, or other individual and
expressly disclaims any such information, data or results.

In addition, Franchisor does not permit any promises, agreements, contracts, commitments,
understandings, “side-deals”, options, rights-of-first-refusal or otherwise or variations of, changes
in or supplements to the Franchise Agreement or the existence of any contingencies or conditions
to Franchisee’s obligations except by means of a written Addendum signed by Franchisee and
Franchisor.

If any such representations, “side-deals”, contingencies or otherwise have been made by
you by any person or otherwise exist, immediately inform the President of Franchisor.

Franchisee’s Initials.

The prospective Franchisee understands and agrees to all of the foregoing and certifies that all
of the above statements are true, correct and complete.

FRANCHISEE

Dated:
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EXHIBIT H

STATE ADDENDA
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CALIFORNIA ADDENDUM

OUR WEBSITES HAVE NOT BEEN REVIEWED OR APPROVED BY THE CALIFORNIA DEPARTMENT OF
BUSINESS OVERSIGHT. KIDZART'S WEBSITE: http://www.kidzart.com/franchise. CLUB SCIENTIFIC’S
WEBSITE http://clubscientific.com/pdf/FranchiseGuide.pdf ANY COMPLAINTS CONCERNING THE CONTENT
OF THESE WEBSITES MAY BE DIRECTED TO THE CALIFORNIA DEPARTMENT OF BUSINESS OVERSIGHT
AT WWW.DBO.CA.GOV.

THE CALIFORNIA FRANCHISE INVESTMENT LAW REQUIRES THAT A COPY OF ALL PROPOSED
AGREEMENTS RELATING TO THE SALE OF THE FRANCHISE BE DELIVERED TOGETHER WITH THE
DISCLOSURE DOCUMENT.

Section 31125 of the California Corporations Code requires us to give you a disclosure
document, in a form containing the information that the commissioner may by rule or order
require, before the solicitation of a proposed material modification of an existing franchise.

The franchise agreements contain provisions shortening the statute of limitations to bring
claims and requiring you to waive your right to punitive or exemplary damages against the
franchisor, limiting your recovery to actual damages for any claims related to your
franchise. Under California Corporations Code section 31512, these provisions are not
enforceable in California for any claims you may have under the California Franchise
Investment Law.”

The franchise agreement requires application of the laws of Mississippi. This provision may
not be enforceable under California law.

The registration of this franchise offering by the California Department of Financial Protection and Innovation
does not constitute approval, recommendation, or endorsement by the commissioner.

and

No disclaimer, questionnaire, clause, or statement signed by a franchisee in connection with the commencement of the
franchise relationship shall be construed or interpreted as waiving any claim of fraud in the inducement, whether
common law or statutory, or as disclaiming reliance on or the right to rely upon any statement made or information
provided by any franchisor, broker or other person acting on behalf of the franchisor that was a material inducement to
a franchisee’s investment. Any statements or representations signed by a franchisee purporting to understand any fact
or its legal effect shall be deemed made only based upon the franchisee’s understanding of the law and facts as of the
time of the franchisee’s investment decision. This provision supersedes any other or inconsistent term of any document
executed in connection with the franchise.

Both the Governing Law and Choice of Law for Franchisees operating outlets located in California will be the
California Franchise Investment law and the California Franchise Relations Act regardless of the choice of law or
dispute resolution venue stated elsewhere. Any language in the franchise agreement or amendment to or any
agreement to the contrary is superseded by this condition.

Item 3 — LITIGATION

Neither we nor any person or franchise broker in Item 2 of the Franchise Disclosure
Document is subject to any currently effective order of any national securities association or

1
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national securities exchange, as defined in the Securities Exchange Act of 1934, 15 U.S.C.A. 78a
et seq., suspending or expelling such persons from membership in that association or exchange.

Item 5 — INITIAL FRANCHISE FEE

ITEM 6 - OTHER FEES

Item 6 of the Franchise Disclosure Document is hereby revised to note that the highest
interest rate allowed in California is 10%.

Item 17 — RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION

California Business and Professions Code Sections 20000 through 20043 provide rights
to the franchisee concerning termination, transfer, or non-renewal of a franchise. If the Franchise
Agreement contains a provision that is inconsistent with the law, the law will control.
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You must sign a general release if you renew or transfer your franchise. California
Corporations Code §31512 voids a waiver of your rights under the Franchise Investment Law
(California Corporations Code §§31000 through 31516). Business and Professions Code
§20010 voids a waiver of your rights under the Franchise Relations Act (Business and
Professions Code §§20000 through 20043).

According to Item 17r, the Franchise Agreement requires you not to compete with us for a period
of two years after the agreement is terminated or expires. This provision may not be enforceable
under California law. A contract that restrains a former franchisee from engaging in a lawful trade
or business is to that extent void under the California Business and Professions Code
16600.According to Iltem 17u, the Franchise Agreement provides that, except for certain claims,
all disputes must be arbitrated in Lake Cormorant, Mississippi. The franchise agreement requires
binding arbitration. The arbitrator may apportion the costs of arbitration between the parties in
such manner as the arbitrator deems reasonable, taking into account the circumstances of the
case, the conduct of the parties during the proceeding, and the result of the arbitration.
Prospective franchisees are encouraged to consult private legal counsel to determine the
applicability of California and federal laws (such as Business and Professions Code Section
20040.5, Code of Civil Procedure Section 1281, and the Federal Arbitration Act) to any provisions
of a franchise agreement restricting venue to a forum outside the State of California.

Section 5.2(c)(xx) of the Franchise Agreement allows us to terminate if you become insolvent or
if a petition in bankruptcy is filed by you or filed against and consented to by you or not dismissed
within 30 days. This provision may not be enforceable under federal bankruptcy law. (11 U.S.C.A.
§ 101 et seq.)

The franchise agreement contains a liquidated damages clause. Under California Civil Code
Section 1671, certain liquidated damages clauses are unenforceable.

Item 19 — Financial Performance Representations

“The earnings claims figure(s) does (do) not reflect the costs of sales, operating expenses, or
other costs or expenses that must be deducted from the gross revenue or gross sales figures to
obtain your net income or profit. California Corporations Code Section 31512, Section
310.114.1 (c) (6), You should conduct an independent investigation of the costs and expenses
you will incur in operating your (franchises business). Franchisees or former franchisees, listed
in the offering circular, may be one source of this information.

California Corporations Code Section 31123, A franchisor shall promptly notify the commissioner
in writing, by an application to amend the registration, of any material change in the information
contained in the application as originally submitted, amended, or renewed. The commissioner
may by rule further define what shall be considered a material change for such purposes, and the
circumstances under which a revised offering prospectus must accompany such application. -

The pages that follow will constitute an addition to the KidzArt Franchise Agreement and Club
Scientific Franchise Agreement for California.
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CALIFORNIA ADDENDUM TO KIDZART FRANCHISE AGREEMENT

between
KIDZART LLC

and

This Addendum modifies and amends the KidzArt Franchise Agreement dated as of
, between KIDZART LLC and (the “Franchise

Agreement”).

1. The initial fee described in Section 2.1(a) of the Franchise Agreement will be due and
payable when you complete initial training. At that time, you are able to open for business.

2. You agree not to use the KIDZART trademark or any variation of the KIDZART trademark
in any of the following counties in California: San Luis Obispo, Kern, San Bernardino, Santa
Barbara, Ventura, Los Angeles, Orange, Riverside, San Diego and Imperial. If the Territory under
the Franchise Agreement includes any part of these counties, you will use our trademark ART
INNOVATORS as the principal trademark of the Franchised Business.

No statement, questionnaire, or acknowledgement signed or agreed to by a franchisee in
connection with the commencement of the franchise relationship shall have the effect of (i) waiving
any claims under any applicable state franchise law, including fraud in the inducement, or (ii)
disclaiming reliance on any statement made by any franchisor, franchise seller, or other person
acting on behalf of the franchisor.

Both the Governing Law and Choice of Law for Franchisees operating outlets located in
California will be the California Franchise Investment law and the California Franchise
Relations Act regardless of the choice of law or dispute resolution venue stated elsewhere.
Any language in the franchise agreement or amendment to or any agreement to the contrary
is superseded by this condition.

IN WITNESS WHEREOF, the parties have executed this Addendum on the dates set forth below
but with effect as of the date of the Franchise Agreement.

KIDZART LLC [Franchisee]
By By

Title Title

Date Date
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CALIFORNIA ADDENDUM TO CLUB SCIENTIFIC FRANCHISE AGREEMENT

between
KIDZART LLC

and

This Addendum modifies and amends the Club Scientific Franchise Agreement dated as of
, between KIDZART LLC and (the “Franchise

Agreement”).

1. The initial fee described in Section 2.1 of the Franchise Agreement will be due and payable
when you complete initial training. At that time you are able to open for business.

Both the Governing Law and Choice of Law for Franchisees operating outlets located in
California will be the California Franchise Investment law and the California Franchise
Relations Act regardless of the choice of law or dispute resolution venue stated
elsewhere. Any language in the franchise agreement or amendment to or any agreement
to the contrary is superseded by this condition.

IN WITNESS WHEREOF, the parties have executed this Addendum on the dates set forth
below but with effect as of the date of the Franchise Agreement.

KIDZART LLC [Franchisee]
By By

Title Title

Date Date
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ILLINOIS ADDENDUM

Item 5 — INITIAL FRANCHISE FEE

Payment of Initial Franchise/Development Fees will be deferred until Franchisor has met its initial obligations
to franchisee, and franchisee has commenced doing business. This financial assurance requirement was
imposed by the Office of the lllinois Attorney General due to Franchisor’s financial condition.

Item 17 —- RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION
Item 17 shall be supplemented to include the following disclosure:

The conditions under which your franchise can be terminated and your rights upon nonrenewal
may be affected by lllinois law, 815 ILCS 705/19 and 705/20.

The KidzArt and Club Scientific Franchise Agreements provide that the law of a forum outside of
lllinois applies. However, the foregoing choice of law clause should not be considered a waiver of
any right conferred upon you by the provisions of the lllinois Franchise Disclosure Act of 1987
and the Rules and Regulations under the Act with respect to the offer and sale of a franchise and
the franchise relationship. Where required under lllinois law, the laws of the State of lllinois will
govern.

Any provision which designates jurisdiction or venue or requires Franchisee to agree to
jurisdiction or venue in a forum outside of lllinois is void with respect to any cause of action
which is otherwise enforceable in lllinois, except mediation may take place outside the State of
lllinois.

Section 41 of the lllinois Franchise Disclosure Act states that "any condition, stipulation, or
provision purporting to bind any person acquiring any franchise to waive compliance with any
provision of this Act is void." To the extent that any provision in the KidzArt or Club Scientific
Franchise Agreement is inconsistent with Illinois law, lllinois law will control.

No statement, questionnaire or acknowledgement signed or agreed by a franchisee in connection
with the commencement of the franchise relationship shall have the effect of: (i) waiving any
claims under any applicable state franchise law, including fraud in the inducement, or (ii)
disclaiming reliance on behalf of the Franchisor. This provision supersedes any other term of any
document executed in connection with the franchise.

‘NATIONAL/INTERNATIONAL/REGIONAL  ACCOUNTS” EXIST IN THIS
FRANCHISE SYSTEM. THE FRANCHISOR HAS THE EXCLUSIVE RIGHT TO
RENEGOTIATE AND ENTER INTO AGREEMENTS TO PROVIDE SERVICES TO
NATIONAL/INTERNATIONAL/REGIONAL ACCOUNT CUSTOMERS. YOU MAY BE
OFFERED THE OPPORTUITY TO SERVICE AN ACCOUNT OF THIS TYPE. IF YOU
DECLINE TO DO SO, YOUR FRANCHISE MAY BE TERMINATED, OR THE
FRANCHISOR, AN AFFILIATE OR ANOTHER FRANCHISEE MAY PROVIDE THE
SERVICE WITH NO COMPENSATION TO YOU (EVEN IF THE SERVICE IS PROVIDED
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WITHIN YOUR EXCLUSIVE TERRITORY).
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HAWAII ADDENDUM

STATEMENT REQUIRED BY THE STATE OF HAWAII

1. THESE FRANCHISES WILL BE/HAVE BEEN FILED UNDER THE FRANCHISE INVESTMENT LAW
OF THE STATE OF HAWAIL. FILING DOES NOT CONSTITUTE APPROVAL, RECOMMENDATION
OR ENDORSEMENT BY THE DIRECTOR OF REGULATORY AGENCIES OR A FINDING BY THE
DIRECTOR OF REGULATORY AGENCIES THAT THE INFORMATION PROVIDED HEREIN IS
TRUE, COMPLETE AND NOT MISLEADING. THE FRANCHISE INVESTMENT LAW MAKES IT
UNLAWFUL TO OFFER OR SELL ANY FRANCHISE IN THIS STATE WITHOUT FIRST
PROVIDING TO THE PROSPECTIVE FRANCHISEE, OR SUBFRANCHISOR, AT LEAST SEVEN
DAYS PRIOR TO THE EXECUTION BY THE PROSPECTIVE FRANCHISEE OF ANY BINDING
FRANCHISE OR OTHER AGREEMENT, OR AT LEAST SEVEN DAYS PRIOR TO THE PAYMENT
OF ANY CONSIDERATION BY THE FRANCHISEE, OR SUBFRANCHISOR, WHICHEVER
OCCURS FIRST, A COPY OF THE OFFERING CIRCULAR, TOGETHER WITH A COPY OF ALL
PROPOSED AGREEMENTS RELATING TO THE SALE OF THE FRANCHISE. THIS OFFERING
CIRCULAR CONTAINS A SUMMARY ONLY OF CERTAIN MATERIAL PROVISIONS OF THE
FRANCHISE AGREEMENT. THE CONTRACT OR AGREEMENT SHOULD BE REFERRED TO
FOR A STATEMENT OF ALL RIGHTS, CONDITIONS, RESTRICTIONS AND OBLIGATIONS OF
BOTH THE FRANCHISOR AND THE FRANCHISEE.

2. No statement, questionnaire, or acknowledgement signed or agreed to by a franchisee in
connection with the commencement of the franchise relationship shall have the effect of
(i) waiving any claims under any applicable state franchise law, including fraud in the
inducement, or (ii) disclaiming reliance on any statement made by any franchisor,
franchise seller, or other person acting on behalf of the franchisor. This provision
supersedes any other term of any document executed in connection with the franchise.
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ILLINOIS ADDENDUM TO KIDZART FRANCHISE AGREEMENT

between

KIDZART LLC
and

This Addendum modifies and amends the KidzArt Franchise Agreement dated as of
, between KIDZART LLC and (the “Franchise

Agreement”).

1. Payment of Initial Franchise/Development Fees will be deferred until Franchisor has met
its initial obligations to franchisee, and franchisee has commenced doing business. This financial
assurance requirement was imposed by the Office of the lllinois Attorney General due to
Franchisor’s financial condition.

2. In conformance with section 41 of the lllinois Franchise Disclosure Act, any condition,
stipulation or provision purporting to bind any person acquiring any franchise to waive compliance
with the lllinois Franchise Disclosure Act or any other law of lllinois is void.

3. In conformance with Section 4 of the lllinois Franchise Disclosure Act, any provision in a
franchise agreement that designates jurisdiction and venue in a forum outside of the State of
lllinois is void. However, a franchise agreement may provide for arbitration to take place outside
of lllinois.

4, lllinois law shall govern the Franchise Agreement (s)

No statement, questionnaire, or acknowledgement signed or agreed to by a franchisee in
connection with the commencement of the franchise relationship shall have the effect of (i) waiving
any claims under any applicable state franchise law, including fraud in the inducement, or (ii)
disclaiming reliance on any statement made by any franchisor, franchise seller, or other person
acting on behalf of the franchisor.

The parties have signed this Addendum on the dates set forth below but with effect as of the date
of the Franchise Agreement.

KIDZART LLC [Franchisee]
By By
Title Title

No statement, questionnaire or acknowledgement signed or agreed by a franchisee in
connection with the commencement of the franchise relationship shall have the effect of: (i)
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waiving any claims under any applicable state franchise law, including fraud in the inducement,
or (ii) disclaiming reliance on behalf of the Franchisor. This provision supersedes any other term
of any document executed in connection with the franchise.

‘NATIONAL/INTERNATIONAL/REGIONAL ACCOUNTS” EXIST IN THIS
FRANCHISE SYSTEM. THE FRANCHISOR HAS THE EXCLUSIVE RIGHT TO
RENEGOTIATE AND ENTER INTO AGREEMENTS TO PROVIDE SERVICES TO
NATIONAL/INTERNATIONAL/REGIONAL ACCOUNT CUSTOMERS. YOU MAY BE
OFFERED THE OPPORTUITY TO SERVICE AN ACCOUNT OF THIS TYPE. IF YOU
DECLINE TO DO SO, YOUR FRANCHISE MAY BE TERMINATED, OR THE
FRANCHISOR, AN AFFILIATE OR ANOTHER FRANCHISEE MAY PROVIDE THE
SERVICE WITH NO COMPENSATION TO YOU (EVEN IF THE SERVICE IS PROVIDED
WITHIN YOUR EXCLUSIVE TERRITORY).

ILLINOIS ADDENDUM TO CLUB SCIENTIFIC FRANCHISE AGREEMENT
between

KIDZART LLC
and

This Addendum modifies and amends the Club Scientific Franchise Agreement dated as of
, between KIDZART LLC and (the “Franchise

Agreement”).

1. Payment of Initial Franchise/Development Fees will be deferred until Franchisor has met
its initial obligations to franchisee, and franchisee has commenced doing business. This financial
assurance requirement was imposed by the Office of the lllinois Attorney General due to
Franchisor’s financial condition.

2. In conformance with section 41 of the lllinois Franchise Disclosure Act, any condition,
stipulation or provision purporting to bind any person acquiring any franchise to waive compliance
with the lllinois Franchise Disclosure Act or any other law of lllinois is void.

3. In conformance with Section 4 of the lllinois Franchise Disclosure Act, any provision in a
franchise agreement that designates jurisdiction and venue in a forum outside of the State of
lllinois is void. However, a franchise agreement may provide for arbitration to take place outside
of lllinois.

4. lllinois law shall govern the Franchise Agreement(s).

The parties have signed this Addendum on the dates set forth below but with effect as of the date
of the Franchise Agreement.

KIDZART LLC [Franchisee]
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By By

Title Title

Date Date

No statement, questionnaire or acknowledgement signed or agreed by a franchisee in
connection with the commencement of the franchise relationship shall have the effect of: (i)
waiving any claims under any applicable state franchise law, including fraud in the inducement,
or (ii) disclaiming reliance on behalf of the Franchisor. This provision supersedes any other term
of any document executed in connection with the franchise.

‘NATIONAL/INTERNATIONAL/REGIONAL  ACCOUNTS” EXIST IN THIS
FRANCHISE SYSTEM. THE FRANCHISOR HAS THE EXCLUSIVE RIGHT TO
RENEGOTIATE AND ENTER INTO AGREEMENTS TO PROVIDE SERVICES TO
NATIONAL/INTERNATIONAL/REGIONAL ACCOUNT CUSTOMERS. YOU MAY BE
OFFERED THE OPPORTUITY TO SERVICE AN ACCOUNT OF THIS TYPE. IF YOU
DECLINE TO DO SO, YOUR FRANCHISE MAY BE TERMINATED, OR THE
FRANCHISOR, AN AFFILIATE OR ANOTHER FRANCHISEE MAY PROVIDE THE
SERVICE WITH NO COMPENSATION TO YOU (EVEN IF THE SERVICE IS PROVIDED
WITHIN YOUR EXCLUSIVE TERRITORY).
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MARYLAND ADDENDUM

Item 5 — INITIAL FRANCHISE FEE

Based upon the franchisor’s financial condition, the Maryland Securities Commissioner has required a
financial assurance. Therefore, all initial fees and payments owed by franchisees shall be deferred until the
franchisor completes its pre-opening obligations under the franchise agreement.

Item 17 — RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION

A franchisee may bring a lawsuit in Maryland for claims arising under the Maryland
Franchise Registration and Disclosure Law.

The general release required as a condition of renewal, sale, and/or assignment/transfer shall not apply to
any liability under the Maryland Franchise Registration and Disclosure Law/

Any claims arising under the Maryland Franchise Registration and Disclosure Law must be

brought within three years after the grant of the franchise.
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MARYLAND ADDENDUM TO KIDZART FRANCHISE AGREEMENT

between

KIDZART LLC
and

This Addendum modifies and amends the KidzArt Franchise Agreement dated as of
, between KIDZART LLC and (the “Franchise

Agreement”).

1. All initial fees and payments shall be deferred until such time as the franchisor completes
its pre-opening obligations under the Franchise Agreement.

2. Notwithstanding anything to the contrary contained in the Franchise Agreement or any
Consent to Transfer or Renewal Addendum, you may bring a lawsuit in Maryland for claims arising
under the Maryland Franchise Registration and Disclosure Law within three years after the grant
of the franchise.

3. The general release required as a condition of renewal, sale, assignment or other transfer
shall not apply to any liability under the Maryland Franchise Registration and Disclosure Law.

4. All representations requiring prospective franchisees to assent to a release, estoppel or
waiver of liability are not intended to nor shall they act as a release, estoppel or waiver of any
liability incurred under the Maryland Franchise Disclosure Law.

5. Based upon the franchisor’s financial condition, the Maryland Securities Commissioner
has required a financial assurance. Therefore, all initial fees and payments owed by franchisees
shall be deferred until the franchisor completes its pre-opening obligations under the franchise
agreement.

No statement, questionnaire, or acknowledgement signed or agreed to by a franchisee in
connection with the commencement of the franchise relationship shall have the effect of (i) waiving
any claims under any applicable state franchise law, including fraud in the inducement, or (ii)
disclaiming reliance on any statement made by any franchisor, franchise seller, or other person
acting on behalf of the franchisor. This provision supersedes any other term of any document
executed in connection with the franchise.

INWITNESS WHEREOF, the parties have executed this Addendum on the dates set forth below,
with effect as of the date of the Franchise Agreement.

KIDZART LLC [Franchisee]

13
KidzArt/Club Scientific FDD 2024



By By

Title Title

Date Date
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MARYLAND ADDENDUM TO CLUB SCIENTIFIC FRANCHISE AGREEMENT

between

KIDZART LLC
and

This Addendum modifies and amends the Club Scientific Franchise Agreement dated as of
, between KIDZART LLC and (the “Franchise

Agreement”).

1. All initial fees and payments shall be deferred until such time as the franchisorcompletes
its pre-opening obligations under the Franchise Agreement.

2. Notwithstanding anything to the contrary contained in the Franchise Agreement or any
Sample Consent to Transfer or Renewal Addendum, you may bring a lawsuit in Maryland for
claims arising under the Maryland Franchise Registration and Disclosure Law within three years
after the grant of the franchise.

3. The general release required as a condition of renewal, sale, assignment or other transfer
shall not apply to any liability under the Maryland Franchise Registration and Disclosure Law.

4. . All representations requiring prospective franchisees to assent to a release, estoppel or
waiver of liability are not intended to nor shall they act as a release, estoppel or waiver of any
liability incurred under the Maryland Franchise Disclosure Law.

Based upon the franchisor’s financial condition, the Maryland Securities Commissioner has
required a financial assurance. Therefore, all initial fees and payments owed by franchisees shall
be deferred until the franchisor completes its pre-opening obligations under the franchise
agreement.

No statement, questionnaire, or acknowledgement signed or agreed to by a franchisee in
connection with the commencement of the franchise relationship shall have the effect of (i) waiving
any claims under any applicable state franchise law, including fraud in the inducement, or (ii)
disclaiming reliance on any statement made by any franchisor, franchise seller, or other person
acting on behalf of the franchisor. This provision supersedes any other term of any document
executed in connection with the franchise.

INWITNESS WHEREOF, the parties have executed this Addendum on the dates set forth below,
with effect as of the date of the Franchise Agreement.

KIDZART LLC [Franchisee]
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By By

Title Title

Date Date
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MINNESOTA ADDENDUM

Cover Page and Iltem 17

MINNESOTA STATUTES, SECTION 80C.21 AND MINNESOTA RULE 2860.4400(J) PROHIBIT US FROM
REQUIRING LITIGATION TO BE CONDUCTED OUTSIDE MINNESOTA, REQUIRING WAIVER OF A JURY
TRIAL, OR REQURING THE FRANCHISEE TO CONSENT TO LIQUIDATED DAMAGES, TERMINATION
PENALTIES OR J UDG M E NT NOTES. IN ADDITION, NOTHING IN THE FRANCHISE DISCLOSURE
DOCUMENT OR AGREEMENT(S) CAN ABROGATE OR REDUCE ANY OF YOUR RIGHTS AS PROVIDED FOR
IN MINNESOTA STATUTES, CHAPTER 80C, OR YOUR RIGHTS TO ANY PROCEDURE, FORUM, OR
REMEDIES PROVIDED FOR BY THE LAWS OF THE JURISDICTION.

No statement, questionnaire, or acknowledgement signed or agreed to by a franchisee in
connection with the commencement of the franchise relationship shall have the effect of (i)
waiving any claims under any applicable state franchise law, including, fraud in the
inducement, or (ii) disclaiming reliance on any statement made by any franchisor, franchise
seller, or other person acting on behalf of the franchisor. This provision supersedes any other
term of any document executed with the franchise.

Item 17 — RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION

With respect to franchises governed by Minnesota law, the franchisor will comply with
MINNESOTA STATUTES, SECTION 80C.14, Subds. 3, 4, and 5 which require (except in certain
specified cases) that a franchisee be given 90 days’ notice of termination (with 60 days to cure)
and 180 days’ notice for non-renewal of the franchise agreement; and that consent to the
transfer of the franchise will not be unreasonably withheld.

The Consent to Transfer Agreement and the Renewal Addendum (Exhibits I-1 and |-2 and J-1
and J-2), referred to in Items 17c and 17m, each contain a general release. Minnesota Rule
2860.4400D prohibits a franchisor from requiring a franchisee to assent to a general release.
Accordingly, this requirement will not apply in Minnesota.

The agreements you sign give us the right to obtain injunctive relief in certain cases. (Section
7.8 of the Franchise Agreement and Section 4(b) of the Confidentiality and Non-Competition
Agreement.) Under Minnesota Rule 2860.4400J, a franchisee cannot consent to the franchisor
obtaining injunctive relief. Accordingly, these provisions are understood to mean that we have the
right to seek injunctive relief.

The pages that follow constitute additions to the KidzArt or Club Scientific Franchise Agreement,
the Franchisee Disclosure Questionnaire and the Consent to Transfer Agreement for Minnesota,
and a new renewal addendum.
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MINNESOTA ADDENDUM TO KIDZART FRANCHISE AGREEMENT

between

KIDZART LLC
and

This Addendum modifies and amends the KidzArt Franchise Agreement dated as of
, between KIDZART LLC and (the “Franchise

Agreement”).

1. Nothing in this agreement will abrogate or reduce any of your rights as provided for in
Minnesota Statutes, Chapter 80C, or your rights to any procedure, forum, or remedies provided
for by the laws of the jurisdiction. We will not have the right to require you to litigate outside
Minnesota, waive a jury trial or consent to liquidated damages, termination penalties or judgment
notes. The representations contained in Section 6.1 of the Franchise Agreement are not intended
to nor shall they act as a release, estoppel or waiver of any liability incurred under the Minnesota
Statutes, Chapter 80C.

2. We will comply with Minn. Stat. Sec. 80C.14, Subds. 3, 4, and 5, which require (except in
certain specified cases) that a franchisee be given 90 days’ notice of termination (with 60 days to
cure) and 180 days’ notice for non-renewal of the franchise agreement; and that consent to the
transfer of the franchise will not be unreasonably withheld.

3. Section 7.8 of the Franchise Agreement and Section 4(b) of the Confidentiality and Non-
Competition Agreement give us the right to obtain injunctive relief in certain cases. Under
Minnesota Rule 2860.4400J, a franchisee cannot consent to the franchisor obtaining injunctive
relief. Accordingly, these provisions are understood to mean that we have the right to seek
injunctive relief.

4. Section 7.9 of the Franchise Agreement limits the time period in which you may bring
certain actions. The provisions of Section 7.8 will not affect your right under Minnesota Statues
Section 80C.17. Subd. 5, to bring an action pursuant to Section 80C.17 at any time during the
three-year period after the cause of action accrues.

No statement, questionnaire, or acknowledgement signed or agreed to by a franchisee in
connection with the commencement of the franchise relationship shall have the effect of (i) waiving
any claims under any applicable state franchise law, including fraud in the inducement, or (ii)
disclaiming reliance on any statement made by any franchisor, franchise seller, or other person
acting on behalf of the franchisor.

Signatures on Following Page
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IN WITNESS WHEREOF, the parties have executed this Addendum on the dates set forth
below but with effect as of the date of the Franchise Agreement.

KIDZART LLC [Franchisee]
By By

Title Title

Date Date
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MINNESOTA ADDENDUM TO CLUB SCIENTIFIC FRANCHISE AGREEMENT

between

KIDZART LLC
and

This Addendum modifies and amends the Club Scientific Franchise Agreement dated as of
, between KIDZART LLC and (the “Franchise

Agreement”).

1. Nothing in this agreement will abrogate or reduce any of your rights as provided for in
Minnesota Statutes, Chapter 80C, or your rights to any procedure, forum, or remedies provided
for by the laws of the jurisdiction. We will not have the right to require you to litigate outside
Minnesota, waive a jury trial or consent to liquidated damages, termination penalties or judgment
notes. The representations contained in Section 6.1 of the Franchise Agreement are not intended
to nor shall they act as a release, estoppel or waiver of any liability incurred under the Minnesota
Statutes, Chapter 80C.

2. We will comply with Minn. Stat. Sec. 80C.14, Subds. 3, 4, and 5, which require (except in
certain specified cases) that a franchisee be given 90 days’ notice of termination (with 60 days to
cure) and 180 days’ notice for non-renewal of the franchise agreement; and that consent to the
transfer of the franchise will not be unreasonably withheld.

3. Section 7.8 of the Franchise Agreement and Section 4(b) of the Confidentiality and Non-
Competition Agreement give us the right to obtain injunctive relief in certain cases. Under
Minnesota Rule 2860.4400J, a franchisee cannot consent to the franchisor obtaining injunctive
relief. Accordingly, these provisions are understood to mean that we have the right to seek
injunctive relief.

4. Section 7.9 of the Franchise Agreement limits the time period in which you may bring
certain actions. The provisions of Section 7.8 will not affect your right under Minnesota Statues
Section 80C.17. Subd. 5, to bring an action pursuant to Section 80C.17 at any time during the
three-year period after the cause of action accrues.

No statement, questionnaire, or acknowledgement signed or agreed to by a franchisee in
connection with the commencement of the franchise relationship shall have the effect of (i) waiving
any claims under any applicable state franchise law, including fraud in the inducement, or (ii)
disclaiming reliance on any statement made by any franchisor, franchise seller, or other person
acting on behalf of the franchisor.

Signatures on Following Page
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IN WITNESS WHEREOF, the parties have executed this Addendum on the dates set forth
below but with effect as of the date of the Franchise Agreement.

KIDZART LLC [Franchisee]
By By

Title Title

Date Date
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NEW YORK ADDENDUM
STATEMENT REQUIRED BY THE STATE OF NEW YORK

THE FRANCHISOR MAY, IF IT CHOOSES, NEGOTIATE WITH YOU ABOUT ITEMS
COVERED IN THE FRANCHISE DISCLOSURE DOCUMENT. HOWEVER, THE FRANCHISOR
CANNOT USE THE NEGOTIATING PROCESS TO PREVAIL UPON A PROSPECTIVE
FRANCHISEE TO ACCEPT TERMS WHICH ARE LESS FAVORABLE THAN THOSE SET
FORTH IN THIS FRANCHISE DISCLOSURE DOCUMENT.

INFORMATION COMPARING FRANCHISORS IS AVAILABLE. CALL THE STATE
ADMINISTRATORS LISTED IN EXHIBIT A OR YOUR PUBLIC LIBRARY FOR SERVICES OR
INFORMATION. REGISTRATION OF THIS FRANCHISE BY NEW YORK STATE DOES NOT
MEAN THAT NEW YORK STATE RECOMMENDS IT OR HAS VERIFIED THE INFORMATION
IN THIS FRANCHISE DISCLOSURE DOCUMENT. IF YOU LEARN ANYTHING IN THIS
FRANCHISE DISCLOSURE DOCUMENT IS UNTRUE, CONTACT THE FEDERAL TRADE
COMMISSION AND THE APPROPRIATE STATE OR PROVINCIAL AUTHORITY. THE
FRANCHISOR MAY, IF IT CHOOSES, NEGOTIATE WITH YOU ABOUT ITEMS COVERED IN
THE FRANCHISE DISCLOSURE DOCUMENT. HOWEVER, THE FRANCHISOR CAN NOT
USE THE NEGOTIATING PROCESS TO PREVAIL UPON A PROSPECTIVE FRANCHISEE TO
ACCEPT TERMS THAT ARE LESS FAVORABLE THAN THOSE SET FORTH IN THIS
FRANCHISE DISCLOSURE DOCUMENT.

In recognition of the requirements of the New York General Business Law, Article 33, Section
680 through 695, and of the Codes, Rules, and Regulations of the State of New York, Title 13,
Chapter VII, Section 200.1 through 201.16 the Franchise Disclosure Document for KidzArt LLC
for use in the State of New York shall be amended as follows:

1. The following is added at the end of ltem 3:

With the exception of what is stated above, the following applies to the franchisor, its
predecessor, a person identified in Item 2, or an affiliate offering franchises under the
franchisor’s principal trademark:

A. No such party has an administrative, criminal or civil action pending against that person
alleging: a felony, a violation of a franchise, antitrust, or securities law, fraud,
embezzlement, fraudulent conversion, misappropriation of property, unfair or deceptive
practices, or comparable civil or misdemeanor allegations.

B. No such party has pending actions, other than routine litigation incidental to the business,
which are significant in the context of the number of franchisees and the size, nature or
financial condition of the franchise system or its business operations.

C. No such party has been convicted of a felony or pleaded nolo contendere to a felony charge
or, within the 10-year period immediately preceding the application for registration, has been
convicted of or pleaded nolo contendere to a misdemeanor charge or has been the subject
of a civil action alleging: violation of a franchise, antifraud, or securities law; fraud;
embezzlement; fraudulent conversion or misappropriation of property; or unfair or deceptive
practices or comparable allegations.
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D. No such party is subject to a currently effective injunctive or restrictive order or decree
relating to the franchise, or under a Federal, State, or Canadian franchise, securities,
antitrust, trade regulation or trade practice law, resulting from a concluded or pending action
or proceeding brought by a public agency; or is subject to any currently effective order of
any national securities association or national securities exchange, as defined in the
Securities and Exchange Act of 1934, suspending or expelling such person from
membership in such association or exchange; or is subject to a currently effective injunctive
or restrictive order relating to any other business activity as a result of an action brought by
a public agency or department, including, without limitation, actions affecting a license as a
real estate broker or sales agent.

2. The following is added to the end of the “Summary” sections of ltem 17(c), titled
“Requirements for franchisee to renew or extend,” and Item 17(m), entitled “Conditions for
franchisor approval of transfer”:

However, to the extent required by applicable law, all rights you enjoy and any causes of
action arising in your favor from the provisions of Article 33 of the General Business Law of
the State of New York and the regulations issued thereunder shall remain in force; it being
the intent of this proviso that the non-waiver provisions of General Business Law Sections
687.4 and 687.5 be satisfied.

3. The following language replaces the “Summary” section of Iltem 17(d), titled “Termination by
franchisee”:

You may terminate the agreement on any grounds available by law.

4. The following is added to the end of the “Summary” sections of ltem 17(v), titled “Choice of
forum”, and Item 17(w), titled “Choice of law”:

The foregoing choice of law should not be considered a waiver of any right conferred upon
the franchisor or upon the franchisee by Article 33 of the General Business Law of the State
of New York.

5. Franchise Questionnaires and Acknowledgements--No statement, questionnaire, or
acknowledgment signed or agreed to by a franchisee in connection with the commencement
of the franchise relationship shall have the effect of (i) waiving any claims under any
applicable state franchise law, including fraud in the inducement, or (ii) disclaiming reliance
on any statement made by any franchisor, franchise seller, or other person acting on behalf
of the franchisor. This provision supersedes any other term of any document executed in
connection with the franchise.

6. Receipts--Any sale made must be in compliance with § 683(8) of the Franchise Sale Act
(N.Y. Gen. Bus. L. § 680 et seq.), which describes the time period a Franchise Disclosure
Document (offering prospectus) must be provided to a prospective franchisee before a sale
may be made. New York law requires a franchisor to provide the Franchise Disclosure
Document at the earlier of the first personal meeting, ten (10) business days before the
execution of the franchise or other agreement, or the payment of any consideration that
relates to the franchise relationship.
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ADDENDUM TO KIDZART, LLC
FRANCHISE DISCLOSURE DOCUMENT
REQUIRED BY THE STATE OF RHODE ISLAND

For franchisers and franchisees subject to the Rhode Island Franchise Investment
Protection Act, the following information supersedes or supplements, as the case may be, the
corresponding disclosures in the main body of the text of the KidzArt, LLC Franchise Disclosure
Document.

Item 17(v) of the Franchise Disclosure Document is hereby amended as follows:

§19-28.1-14 of the Rhode Island Franchise Investment Act provides that “A provision in a
Franchise Agreement restricting jurisdiction or venue to a forum outside this state or
requiring the application of the laws of another state is void with respect to a claim
otherwise enforceable under this Act.”
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ADDENDUM TO KIDZART, LLC
KIDZART AND CLUB SCIENTIFIC FRANCHISE AGREEMENTS
REQUIRED BY THE STATE OF RHODE ISLAND

This Amendment shall pertain to franchises sold in the State of Rhode Island and shall be
for the purpose of complying with Rhode Island statutes and regulations. Notwithstanding
anything which may be contained in the body of the KidzArt or Club Scientific Franchise
Agreements to the contrary, the Agreements shall be amended as follows:

Pursuant to §19-28.1-14 of the Rhode Island Franchise Investment, any provision in the
KidzArt or Club Scientific Franchise Agreement restricting jurisdiction or venue to a forum outside
this state or requiring the application of the laws of another state is void with respect to a claim
otherwise enforceable under this Act

No statement, questionnaire, or acknowledgement signed or agreed to by a franchisee in
connection with the commencement of the franchise relationship shall have the effect of (i) waiving
any claims under any applicable state franchise law, including fraud in the inducement, or (ii)
disclaiming reliance on any statement made by any franchisor, franchise seller, or other person
acting on behalf of the franchisor.

IN WITNESS WHEREOF, the parties have executed this Addendum on the dates set forth
below but with effect as of the date of the KidzArt and/or Club Scientific Franchise Agreement.

KIDZART LLC [Franchisee]
By By

Title Title

Date Date
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VIRGINIA ADDENDUM
FRANCHISE DISCLOSURE DOCUMENT

Item 17 - RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION
The following statements are added to Item 17(h):

Pursuant to Section 13.1-564 of the Virginia Retail Franchising Act, it is unlawful for a franchisor
to cancel a franchise without reasonable cause. If any ground for default or termination stated in
the franchise agreement does not constitute “reasonable cause” as that term may be defined in
the Virginia Retail Franchising Act or the laws of Virginia, that provision may not be enforceable.
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VIRGINIA ADDENDUM TO KIDZART FRANCHISE AGREEMENT
between

KIDZART LLC
and

This Addendum modifies and amends the KidzArt Franchise Agreement dated as of
, between KIDZART LLC and (the “Franchise

Agreement”).

Under Section 13.1-564 of the Virginia Retail Franchising Act, it is unlawful for a franchisor to
cancel a franchise without reasonable cause. If any grounds for default or termination stated in
any of the franchise agreements, does not constitute "reasonable cause," as that term may be
defined in the Virginia Retail Franchising Act or the laws of Virginia, that provision may not be
enforceable.

No statement, questionnaire, or acknowledgement signed or agreed to by a franchisee in
connection with the commencement of the franchise relationship shall have the effect of (i) waiving
any claims under any applicable state franchise law, including fraud in the inducement, or (ii)
disclaiming reliance on any statement made by any franchisor, franchise seller, or other person
acting on behalf of the franchisor.

IN WITNESS WHEREOF, the parties have executed this Addendum on the dates set forth below
but with effect as of the date of the Franchise Agreement.

KIDZART LLC [Franchisee]
By By

Title Title

Date Date
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VIRGINIA ADDENDUM TO CLUB SCIENTIFIC FRANCHISE AGREEMENT
between

KIDZART LLC
and

This Addendum modifies and amends the Club Scientific Franchise Agreement dated as of
, between KIDZART LLC and (the “Franchise

Agreement”).

Under Section 13.1-564 of the Virginia Retail Franchising Act, it is unlawful for a franchisor to
cancel a franchise without reasonable cause. If any grounds for default or termination stated in
any of the franchise agreements, does not constitute "reasonable cause," as that term may be
defined in the Virginia Retail Franchising Act or the laws of Virginia, that provision may not be
enforceable.

No statement, questionnaire, or acknowledgement signed or agreed to by a franchisee in
connection with the commencement of the franchise relationship shall have the effect of (i) waiving
any claims under any applicable state franchise law, including fraud in the inducement, or (ii)
disclaiming reliance on any statement made by any franchisor, franchise seller, or other person
acting on behalf of the franchisor.

IN WITNESS WHEREOQOF, the parties have executed this Addendum on the dates set forth below
but with effect as of the date of the Franchise Agreement.

KIDZART LLC [Franchisee]
By By
Title Title
Date Date
28
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WASHINGTON ADDENDUM
Item 5 — INITIAL FRANCHISE FEE

For the protection of prospective franchisees based on our financial condition at the time of our
application for registration, the Securities Division has required that we defer your obligation to
pay to us the initial franchise fee and the security deposit until we have completed our initial
obligations to you as described under the headings “before opening” and “training program” in
item 11 of the franchise disclosure document and your franchised business is open and operating.
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WASHINGTON ADDENDUM TO KIDZART FRANCHISE AGREEMENT
between

KIDZART LLC

and

This Addendum modifies and amends the KidzArt Franchise Agreement dated as of
, between KIDZART LLC and (the “Franchise

Agreement”).

1. The initial fee described in Section 2.1(a) of the Franchise agreement will be due
and payable when we have completed our initial obligations to you as described under the
headings “before opening” and “training program” in item 11 of the franchise disclosure document
and your franchised business is open and operating.

2. The state of Washington has a statute, RCW 19.100.180 which may supersede the
Franchise Agreement in your relationship with the franchisor including the areas of termination and
renewal of your franchise. There may also be court decisions which may supersede the franchise
agreement in your relationship with the franchisor, including the areas of termination and renewal
of your franchise.

3. A release or waiver of rights executed by a franchisee shall not include rights under
the Washington Franchise Investment Protection Act except when executed pursuant to a
negotiated settlement after the agreement is in effect and where the parties are represented by
independent counsel. Provisions such as those which unreasonably restrict or limit the statute of
limitations period for claims under the Act, rights, or remedies under the Act such as a right to a
jury trial may not be enforceable.

4. Transfer fees are collectable to the extent that they reflect the franchisor’s
reasonable estimated or actual costs in effecting atransfer.

No statement, questionnaire, or acknowledgement signed or agreed to by a franchisee in
connection with the commencement of the franchise relationship shall have the effect of (i) waiving
any claims under any applicable state franchise law, including fraud in the inducement, or (ii)
disclaiming reliance on any statement made by any franchisor, franchise seller, or other person
acting on behalf of the franchisor.

IN WITNESS WHEREOF, the parties have executed this Addendum on the dates set forth
below but with effect as of the date of the Franchise Agreement.

KIDZART LLC [Franchisee]

By By
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Title Title

Date Date
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WASHINGTON ADDENDUM TO CLUB SCIENTIFIC FRANCHISE AGREEMENT
between

KIDZART LLC
and

This Addendum modifies and amends the Club Scientific Franchise Agreement dated as of
, between KIDZART LLC and (the “Franchise

Agreement”).

1. The initial fee described in Section 2.1 of the Franchise agreement will be due and
payable when we have completed our initial obligations to you as described under the headings
“before opening” and “training program” in item 11 of the franchise disclosure document and your
franchised business is open and operating.

2. The state of Washington has a statute, RCW 19.100.180 which may supersede the
Franchise Agreement in your relationship with the franchisor including the areas of termination and
renewal of your franchise. There may also be court decisions which may supersede the franchise
agreement in your relationship with the franchisor including the areas of termination and renewal of
your franchise.

3. A release or waiver of rights executed by a franchisee shall not include rights under
the Washington Franchise Investment Protection Act except when executed pursuant to a
negotiated settlement after the agreement is in effect and where the parties are represented by
independent counsel. Provisions such as those which unreasonably restrict or limit the statute of
limitations period for claims under the Act, rights, or remedies under the Act such as a right to a
jury trial may not be enforceable.

4. Transfer fees are collectable to the extent that they reflect the franchisor’s
reasonable estimated or actual costs in effecting atransfer.

No statement, questionnaire, or acknowledgement signed or agreed to by a franchisee in
connection with the commencement of the franchise relationship shall have the effect of (i) waiving
any claims under any applicable state franchise law, including fraud in the inducement, or (ii)
disclaiming reliance on any statement made by any franchisor, franchise seller, or other person
acting on behalf of the franchisor.

IN WITNESS WHEREOF, the parties have executed this Addendum on the dates set forth
below but with effect as of the date of the Franchise Agreement.

KIDZART LLC [Franchisee]
By By
Title Title
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Date Date
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EXHIBIT |

SAMPLE RENEWAL ADDENDUM TO KIDZART FRANCHISE AGREEMENT and CLUB
SCIENTIFIC FRANCHISE AGREEMENT
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SAMPLE RENEWAL ADDENDUM TO KIDZART FRANCHISE AGREEMENT
between
KIDZART LLC
and

[insert name of franchisee]

This Addendum modifies and amends the KidzArt Franchise Agreement dated as of
(the “Renewal Franchise Agreement”), between KIDZART LLC (“‘we” or “us”) and
[insert name of franchisee] (“you”).

1. Purpose of this Agreement. You and we entered into a KidzArt franchise agreement
dated as of (the “Original Franchise Agreement”). You desire to renew the
Original Franchise Agreement by entering into the Renewal Franchise Agreement, as modified
by this Addendum, and by complying with the other renewal requirements under the Original
Franchise Agreement. This Addendum is being signed simultaneously with the Renewal
Franchise Agreement.

2. Renewal Fee. In accordance with Section 5.1(b)(ix) of the Original Franchise Agreement,
you will not be required to pay the initial franchise fee stated in the Renewal Franchise Agreement.
Instead, you will pay us a renewal fee in an amount equal to five percent (5%) of the initial
franchise fee that we charge new KidzArt franchisees for the type and size of Territory under your
agreement.

3. Release. You hereby release, discharge and hold harmless us and our past and present
affiliated companies, successors, assignees and each of our and their past and present members,
managers, directors, officers employees, agents, attorneys, owners, shareholders, partners,
designees and representatives, from any and all debts, losses, damages, expenses, claims,
demands, actions, causes of action, liabilities, costs or obligations arising from or in any way
connected with the sale or operation of your franchise up to the date of this Agreement, which
you may have had, now have or may hereafter discover, whether known or unknown, foreseen
or unforeseen, to the extent permitted by law.

KIDZART LLC [Franchisee]

By: By:
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SAMPLE RENEWAL ADDENDUM TO CLUB SCIENTIFIC FRANCHISE AGREEMENT
between
KIDZART LLC
and

[insert name of franchisee]

This Addendum modifies and amends the Club Scientific Franchise Agreement dated as of
(the “Renewal Franchise Agreement”), between KIDZART LLC (“‘we” or “us”) and
[insert name of franchisee] (“you”).

1. Purpose of this Agreement. You and we entered into a KidzArt franchise agreement
dated as of (the “Original Franchise Agreement”). You desire to renew the
Original Franchise Agreement by entering into the Renewal Franchise Agreement, as modified
by this Addendum, and by complying with the other renewal requirements under the Original
Franchise Agreement. This Addendum is being signed simultaneously with the Renewal
Franchise Agreement.

2. Renewal Fee. In accordance with Section 5.1(b)(ix) of the Original Franchise Agreement,
you will not be required to pay the initial franchise fee stated in the Renewal Franchise Agreement.
Instead, you will pay us a renewal fee in an amount equal to five percent (5%) of the initial
franchise fee that we charge new Club Scientific franchisees for the type and size of Territory
under your agreement.

3. Release. You hereby release, discharge and hold harmless us and our past and present
affiliated companies, successors, assignees and each of our and their past and present members,
managers, directors, officers employees, agents, attorneys, owners, shareholders, partners,
designees and representatives, from any and all debts, losses, damages, expenses, claims,
demands, actions, causes of action, liabilities, costs or obligations arising from or in any way
connected with the sale or operation of your franchise up to the date of this Agreement, which
you may have had, now have or may hereafter discover, whether known or unknown, foreseen
or unforeseen, to the extent permitted by law.

KIDZART LLC [Franchisee]

By: By:
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EXHIBIT J

SAMPLE CONSENT TO TRANSFER AGREEMENTS

KidzArt/Club Scientific FDD 2024



EXHIBIT J-1

KIDZART LLC

SAMPLE CONSENT TO TRANSFER AGREEMENT

This AGREEMENT dated as of , by and among
(“Buyer”); (“Seller”); and KIDZART LLC (“we”, “us” or“Franchisor”).
1. Purpose of this Agreement. Buyer entered into an agreement with Seller dated

(the “Purchase Agreement”) to purchase from Seller the franchise rights and other
assets pertaining to Seller's KidzArt franchise. Buyer and Seller understand that any transfer
of the franchise rights described in the Franchise Agreement dated as of ,
between Franchisor and Seller (the “Franchise Agreement”) requires our prior consent as a
condition to such transfer, and require that Buyer enter into a new franchise agreement with
us. This Agreement is being signed before the closing described in the Purchase Agreement
(the “Closing”).

2. Conditional Consent to Transfer. We consent to the transfer of the franchise rights and
other assets pursuant to the Purchase Agreement provided that all of the conditions described
in Section 4.2(d) of the Franchise Agreement are satisfied and provided further that the Closing
occurs within 90 days from the date of this Agreement. If the Closing does not take place within
this 90-day period, then any subsequent transfer will require a new consent fromus.

3. Termination of the Franchise Agreement. At the Closing, Buyer will sign a new franchise
agreement with us. Upon the signing of the new franchise agreement, the Franchise Agreement
will terminate and all of Seller’s rights under the Franchise Agreement will end.

4. Release. Seller hereby releases, discharges and holds harmless Franchisor and its past
and present affiliated companies, successors, assignees and each of their past and present
members, managers, directors, officers employees, agents, attorneys, owners, shareholders,
partners, designees and representatives, from any and all debts, losses, damages, expenses,
claims, demands, actions, causes of action, liabilities, costs or obligations arising from or in
any way connected with the sale or operation of Seller’s franchise during Seller’'s ownership,
which Seller may have had, now has or may hereafter discover, whether known or unknown,
foreseen or unforeseen.

5. Continuing Obligations. After the Closing, Seller and all persons who have signed
personal guaranties of Seller’s obligations to us will be relieved of all of their in-term obligations
under their personal guaranties; provided, however, that Seller and the guarantors
acknowledge that the transfer of the franchise from Seller to Buyer will not terminate their post-
term obligations under the Franchise Agreement. These post-term obligations include the
obligations not to disclose any of our confidential information and not to compete with us, as
set forth in Sections 3.2 and 3.3(c) of the Franchise Agreement.
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6. No Representations by the Franchisor. Buyer acknowledges that Buyer will purchase
the franchise rights and other assets directly from Seller and that this transaction has not been
effected by or through any of our efforts. In entering into the Purchase Agreement, Buyer and
Seller each acknowledge that they have not relied on any representation from us or any of our
representatives other than the content of the current KidzArt franchise disclosure document,
that they have had the opportunity to consult with their own financial, accounting and legal
advisors, and that they have independently satisfied themselves that all of the terms and
conditions of the sale and purchase, including, without limitation, the purchase price, are
satisfactory and acceptable to them.

7. Entire Agreement. This Agreement constitutes the entire understanding of the parties

and supersedes any prior oral or written agreements between the parties with respect to the
subject matter hereof.

8. Governing Law. This Agreement will be governed by and construed in accordance with
the laws of the State of Mississippi.

IN WITNESS WHEREOF, the parties have signed this Agreement on the dates set forth below.

[Buyer] [Seller]
By: By:
KIDZART LLC

By:
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EXHIBIT J-2
KIDZART LLC
CLUB SCIENTIFIC SAMPLE CONSENT TO TRANSFER AGREEMENT

This AGREEMENT dated as of , by and among

(“Buyer”); (“Seller”); and KIDZART LLC (“we”, “us” or“Franchisor”).

1. Purpose of this Agreement. Buyer entered into an agreement with Seller dated

(the “Purchase Agreement”) to purchase from Seller the franchise rights and other
assets pertaining to Seller’'s Club Scientific franchise. Buyer and Seller understand that any
transfer of the franchise rights described in the Franchise Agreement dated asof

, between Franchisor and Seller (the “Franchise Agreement”) requires our prior

consent as a condition to such transfer and requires that Buyer enter into a new franchise
agreement with us. This Agreement is being signed before the closing described in the
Purchase Agreement (the “Closing”).

2. Conditional Consent to Transfer. We consent to the transfer of the franchise rights and
other assets pursuant to the Purchase Agreement provided that all of the conditions described
in Section 4.2(d) of the Franchise Agreement are satisfied and provided further that the Closing
occurs within 90 days from the date of this Agreement. If the Closing does not take place within
this 90-day period, then any subsequent transfer will require a new consent fromus.

3. Termination of the Franchise Agreement. At the Closing, Buyer will sign a new franchise
agreement with us. Upon the signing of the new franchise agreement, the Franchise Agreement
will terminate and all of Seller’s rights under the Franchise Agreement willend.

4. Release. Seller hereby releases, discharges and holds harmless Franchisor and its past
and present affiliated companies, successors, assignees and each of their past and present
members, managers, directors, officers employees, agents, attorneys, owners, shareholders,
partners, designees and representatives, from any and all debts, losses, damages, expenses,
claims, demands, actions, causes of action, liabilities, costs or obligations arising from or in
any way connected with the sale or operation of Seller’s franchise during Seller's ownership,
which Seller may have had, now has or may hereafter discover, whether known or unknown,
foreseen or unforeseen.

5. Continuing Obligations. After the Closing, Seller and all persons who have signed
personal guaranties of Seller’s obligations to us will be relieved of all of their in-term obligations
under their personal guaranties; provided, however, that Seller and the guarantors
acknowledge that the transfer of the franchise from Seller to Buyer will not terminate their post-
term obligations under the Franchise Agreement. These post-term obligations include the
obligations not to disclose any of our confidential information and not to compete with us, as
set forth in Sections 3.2 and 3.3(c) of the Franchise Agreement.
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6. No Representations by the Franchisor. Buyer acknowledges that Buyer will purchase
the franchise rights and other assets directly from Seller and that this transaction has not been
affected by or through any of our efforts. In entering into the Purchase Agreement, Buyer and
Seller each acknowledge that they have not relied on any representation from us or any of our
representatives other than the content of the current KidzArt LLC franchise disclosure
document, that they have had the opportunity to consult with their own financial, accounting
and legal advisors, and that they have independently satisfied themselves that all of the terms
and conditions of the sale and purchase, including, without limitation, the purchase price, are
satisfactory and acceptable to them.

7. Entire Agreement. This Agreement constitutes the entire understanding of the parties
and supersedes any prior oral or written agreements between the parties with respect to the
subject matter hereof.

8. Governing Law. This Agreement will be governed by and construed in accordance with
the laws of the State of Mississippi.

IN WITNESS WHEREOF, the parties have signed this Agreement on the dates set forth below.

[Buyer] [Seller]
By: By:
KIDZART LLC

By:
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State Effective Dates

The following states have franchise laws that require that the Franchise Disclosure
Document be registered or filed with the state, or be exempt from registration:
California, Hawaii, Illinois, Indiana, Maryland, Michigan, Minnesota, New York, North
Dakota, Rhode Island, South Dakota, Virginia, Washington, and Wisconsin.

This document is effective and may be used in the following states, where
the document is filed, registered or exempt from registration, as of the Effective Date

stated below:

State Effective Date
California Pending
Hawaii Pending
[llinois Pending
Indiana Pending
Maryland Pending
Michigan Pending
Minnesota Pending
New York Pending
North Dakota N/A
Rhode Island Pending
South Dakota N/A
Virginia Pending
Washington N/A
Wisconsin N/A

Other states may require registration, filing, or exemption of a franchise
under other laws, such as those that regulate the offer and sale of business

opportunities or seller-assisted marketing plans.
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EXHIBIT L

RECEIPTS

When you receive this Franchise Disclosure Document, please sign and return one copy of the
receipt page to our headquarters office. We cannot process your application until we receive a
properly signed receipt.
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RECEIPT

This disclosure document summarizes certain provisions of the franchise agreement and other information
in plain language. Read this disclosure document and all agreements carefully. If KidzArt LLC offers you
a franchise, it must provide this disclosure document to you at least 14 calendar days before you sign a
binding agreement with, or make a payment to, the franchisor or an affiliate in connection with the proposed
franchise sale.

New York and Rhode Island require that we give you this disclosure document at the earlier
of the first personal meeting or 10 business days before the execution of the franchise or other
agreements or payment of any consideration that relates the franchise relationship.

Michigan, Oregon, and Wisconsin require that we give you this disclosure document at
least 10 business days before the execution of any binding franchise or other agreement, or the
payment of any consideration, whichever occurs first.

If KidzArt LLC does not deliver this disclosure document on time or if it contains a false or misleading
statement, or a material omission, a violation of federal law and state law may have occurred and should
be reported to the Federal Trade Commission, Washington, D.C. 20580 and the applicable state agency
listed in Exhibit A, which also includes a list of our agents authorized to receive service of process.

The name, principal business addresses and telephone number of each seller offering the franchise
is indicated below:

Name Address Telephone Number
KidzArt LLC 517-784-5000
Robert Denton 11820 Norfolk Rd.
Lake Cormorant, MS 38641

Other:

Date of Issuance: February 26, 2025

| have received the KidzArt franchise disclosure document dated February 26, 2025. This
disclosure document included the following Exhibits:

A. State Administrators and Agents for F. Agreements
Service of Process
B. List of Franchisees G. Franchisee Certification
C. Franchisee Organizations H. State Addenda
D. Financial Statements |. Sample Renewal Addenda
E. Table of Contents of Manuals J. Sample Consent to Transfer Agreements
Return this receipt to: Date
KidzArt LLC
P.O. Box 81143
Lansing, Ml 48908-1143 Company Name

Fax: 517-338-5300
By:

Signature
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RECEIPT

This disclosure document summarizes certain provisions of the franchise agreement and other information
in plain language. Read this disclosure document and all agreements carefully. If KidzArt LLC offers you
a franchise, it must provide this disclosure document to you at least 14 calendar days before you sign a
binding agreement with, or make a payment to, the franchisor or an affiliate in connection with the proposed
franchise sale.

New York and Rhode Island require that we give you this disclosure document at the earlier
of the first personal meeting or 10 business days before the execution of the franchise or other
agreements or payment of any consideration that relates the franchise relationship.

Michigan, Oregon, and Wisconsin require that we give you this disclosure document at
least 10 business days before the execution of any binding franchise or other agreement, or the
payment of any consideration, whichever occurs first.

If KidzArt LLC does not deliver this disclosure document on time or if it contains a false or misleading
statement, or a material omission, a violation of federal law and state law may have occurred and should
be reported to the Federal Trade Commission, Washington, D.C. 20580 and the applicable state agency
listed in Exhibit A, which also includes a list of our agents authorized to receive service of process.

The name, principal business addresses and telephone number of each seller offering the franchise
is indicated below:

Name Address Telephone Number
KidzArt LLC 517-784-5000
Robert Denton 11820 Norfolk Rd.
Lake Cormorant, MS
38641

Other:

Date of Issuance: February 26, 2025.

| have received the KidzArt franchise disclosure document dated February 26, 2025. This
disclosure document included the following Exhibits:

A. State Administrators and Agents for F. Agreements
Service of Process
B. List of Franchisees G. Franchisee Certification
C. Franchisee Organizations H. State Addenda
D. Financial Statements |. Sample Renewal Addenda
E. Table of Contents of Manuals J. Sample Consent to Transfer Agreements
Return this receipt to: Date
KidzArt LLC
P.O. Box 81143
Lansing, Ml 48908-1143 Company Name

Fax: 517-338-5300
By:

Signature

KidzArt/Club Scientific FDD 2024
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