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Franchisor currently offers qualified parties a franchise for the right to independently own and operate
a fitness studio that (a) features and provides exercise equipment and machines, fitness training services,
and logoed merchandise, and (b) operated utilizing certain proprietary marks (including SPENGA) and a
business operations system developed and designated by Franchisor (each, a “Studio”).

The total investment necessary to begin operation of a single Studio ranges from $287,077 to $861,122.
This includes $53,500 to $56,000 that must be paid to the franchisor and/or its affiliates, as applicable.

Franchisor also offers qualified parties the right to own and operate multiple Studios within a defined
development area. The total investment necessary to begin developing multiple Studios under an area
development agreement with us will vary based on the number of Studios you are granted the right to develop.
The total initial investment necessary to own and operate three (3) Studios within a development area ranges
from $357,077 to $931,122, which includes (i) a development fee amounting to $119,500 that is payable to
us prior to opening, and (ii) the estimated initial investment to open your initial Studio as required by your
development agreement. The minimum number of Studios you may purchase the right to develop under an
area development agreement is two (2).

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, us or an affiliate in connection with the proposed franchise sale. Note,
however, that no government agency has verified the information contained in this document.

You may wish to receive your Disclosure Document in another format that is more convenient for you.
To discuss the availability of disclosures in different formats, contact Franchise Fastlane, at (531) 333-3278
and spengaleads@franchisefastlane.com, or at 14707 California Street, #5, Omaha, Nebraska 68154.

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

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

Issuance Date: April 28, 2023.
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How to Use This Franchise Disclosure Document

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

more information:

QUESTION

WHERE TO FIND INFORMATION

How much can | 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 J.

How much will I need to invest?

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

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

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

Is the franchise system stable, growing,
or shrinking?

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

Will my business be the only Spenga
business in my area?

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

Does the franchise have a troubled legal
history?

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

What’s it like to be a Spenga
franchisee?

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

What else should | know?

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

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

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

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

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

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

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

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

Some States Require Registration

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

Your state also may have laws that require special disclosures or amendments be made
to your franchise agreement. If so, you should check the State Specific Addenda. See the Table
of Contents for the location of the State Specific Addenda.
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Special Risks to Consider About This Franchise
Certain states require that the following risk(s) be highlighted:

1. Out-of-State Dispute Resolution. The franchise agreement and development agreement
require you to resolve disputes with the franchisor by mediation in the county in which
the franchisor is located, currently Will County, Hlinois. Out-of-state mediation may
force you to accept a less favorable settlement for disputes. It may also cost more to
mediate with the franchisor in Illinois than in your own state. Certain disputes with us
not subject to mediation must be resolved by litigation in Illinois. It may also cost more
to litigate in Illinois than in your own state.

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

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

4. Financial Condition. The franchisor’s financial condition, as reflected in its financial
statements (see Item 21), calls into question the franchisor’s financial ability to provide
services and support to you.

Certain states may require other risks to be highlighted. Check the “State Specific
Addenda” (if any) to see whether your state requires other risks to be highlighted.
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SPENGA HOLDINGS LLC
MICHIGAN ADDENDUM TO THE FRANCHISE DISCLOSURE DOCUMENT NOTICE
TO PROSPECTIVE FRANCHISEES IN THE STATE OF MICHIGAN

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

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

(B) A requirement that a franchisee assent to 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 subject to compensation. This subsection applies only if: (1) the term of the
franchise is less than 5 years and (2) the franchisees 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 the 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:

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

(2) the fact that the proposed transferee is a competitor of the franchisor or subfranchisor.
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(3) the unwillingness of the proposed transferee to agree in writing to comply with all lawful
obligations.

(4) 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 require 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 bond 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 provision of the franchise agreement and has failed to cure the breach in the manner
provided in subdivision (c).

(1) 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 ANOTICE OF THIS OFFERING ON FILE WITH THE ATTORNEY
GENERAL DOES NOT CONSTITUTE APPROVAL, RECOMMENDATION, OR ENDORSEMENT
BY THE ATTORNEY GENERAL.

ANY QUESTIONS REGARDING THIS NOTICE SHOULD BE ADDRESSED TO:
DEPARTMENT OF ATTORNEY GENERAL
CONSUMER PROTECTION DIVISION
670 LAW BUILDING, 525 W. OTTAWA STREET
LANSING, MICHIGAN 48913
Telephone (517) 373-7117

© 2023 Spenga Holdings LLC
Franchise Disclosure Document
vii



TABLE OF CONTENTS

ITEM 1 THE FRANCHISOR AND ANY PARENTS, PREDECESSORS AND AFFILIATES.......cccccceenene. 9
ITEM 2 BUSINESS EXPERIENCE ........cocoiiiitiiiiiiiciee ettt 12
ITEM 3 LITIGATION .. ittt ettt b ettt e st e et e e s ke e s be e sbeesbeesbbeenbeenbeenbeenbeeseee e 13
ITEM 4 BANKRUPTCY ...ttt sttt sttt bttt b e bt e s bt e e ket et e e ke e sbe e she e sheesbbesabeenbeenbeenbeenbee e 13
ITEM S5 INITIAL FEES ...ttt bbbt bbbt b b e bt 13
ITEM 6 OTHER FEES ...ttt bbbt bbbttt 14
ITEM 7 ESTIMATED INITIAL INVESTMENT ...oiiiii ittt st nne e 22
ITEM 8 RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES.........ccccoiiiniiinrreeenieeeen, 27
ITEM 9 FRANCHISEE’S OBLIGATIONS ..ottt 31
ITEM 10 FINANCING ....ooitiitieeeee sttt sttt sttt et e et e sbe e st e e se e anee e be e sbe e sbeesbeesbbeanbeenbaenbeenbeensee e 33
ITEM 11 FRANCHISOR’S ASSISTANCE, ADVERTISING, COMPUTER SYSTEMS, AND TRAINING 33
ITEM 12 TERRITORY ..ottt £t b e £ bbbtttk et et e bt ne e 47
ITEM 13 TRADEMARKS ..ottt bbbk b bbbt b bt 50
ITEM 14 PATENTS, COPYRIGHTS AND PROPRIETARY INFORMATION......ccooiiiiiiiiieceeiee 52
ITEM 15 OBLIGATION TO PARTICIPATE IN THE ACTUAL OPERATION OF THE FRANCHISE
BUSINESS ...ttt bbb bbb bbb e b b e b bttt b ettt 54
ITEM 16 RESTRICTIONS ON WHAT THE FRANCHISEE MAY SELL .....cccocviiiiiiieieceseeeeee e 55
ITEM 17 RENEWAL, TERMINATION, TRANSFER AND DISPUTE RESOLUTION .....cccoiiiiiiiiiiine 55
ITEM 18 PUBLIC FIGURES ..ottt bbbttt 63
ITEM 19 FINANCIAL PERFORMANCE REPRESENTATIONS ..ottt 64
ITEM 20 OUTLETS AND FRANCHISEE INFORMATION ...ttt 74
ITEM 21 FINANCIAL STATEMENTS ..ottt ettt 78
ITEM 22 CONTRACTS ...ttt bbbt bbb bbb bbbkt ee bbb 78
ITEM 23 RECEIPT S ..ottt ittt sttt sttt st st st s e s e et e sbe e s bt e Rt e e at e e ke e s be e sbeenbeenbbeanbeenbeenbeenbeenbee e 78
EXHIBITS:
Exhibit A- List of State Agencies and Agents to Receive Service of Process

Exhibit B- Table of Contents of Operations Manual (“Operations Manual” or “Manual(s)”)
Exhibit C- Financial Statements
Exhibit D- Franchise Agreement

Exhibit E- Development Agreement (or Development Agreement)

Exhibit F- State Specific Addenda to Franchise Disclosure Document

Exhibit G- Franchisee Questionnaire

Exhibit H- Form of General Release

Exhibit I- List of Franchisees and Area Developers; List of Former Franchisees and Area Developers

Exhibit J - State Effective Dates
Exhibit K - Receipts



ITEM 1
THE FRANCHISOR AND ANY PARENTS, PREDECESSORS AND AFFILIATES

To simplify the language in this Disclosure Document, all references to “Spenga Franchise,” “we,”
“us”, or “our” refer to Spenga Holdings LLC, the franchisor. All references to “you” or “your” refer to the
individual(s), corporation, limited liability company or other entity that is awarded a franchise. If you are a
corporation, limited liability company, partnership or any other type of legal entity, “you” or “your” includes
the franchisee or, if appropriate, developer, and each of its owners.

The Franchisor

We are a limited liability company formed under the laws of the State of Delaware in March 2015. We
do business under our company name and under the SPENGA name. We began offering franchises for the
operation of Studios in 2015. Our principal business address currently is 13161 W 143rd Street, Suite 103,
Homer Glen, Illinois 60491.

We do not and have not operated any Studios of the type being franchised in this Disclosure
Document, but we have an affiliate that owns and operates a Studio as described more fully under the next
heading.

We do not offer or sell franchises in any other line of business and, except as provided in this Disclosure
Document, we are not involved in any other business activities.

Our agents to receive service of process are identified in attached Exhibit A.

Parents, Predecessors and Affiliates

We do not have any predecessors.

Our parent is Spenga Ventures LLC, a Delaware limited liability company formed in March 2017 with a
principal business address of 13161 W 143rd Street, Suite 103, Homer Glen, Illinois 60491.

Our affiliate, Spenga of Mokena, LLC, is an Illinois limited liability company with a principal business
address at 19626 LaGrange Rd, Mokena, Illinois 60448 and has operated a Studio since August 21, 2014.

Our affiliate, Spenga Private Label, LLC, an Illinois limited liability company was formed on February
4,2022, with a principal business address of 13161 W 143" Street, Suite 103, Homer Glen, Illinois 60491. Spenga
Private Label, LLC reserves the right to be our approved supplier for certain retail items, apparel, branded items,
promotional items, equipment and other items.

Our affiliate via common ownership, Spenga, Inc. (“SI”), is an Illinois corporation formed on August 21,
2014 with a principal address at 13161 W 143rd Street, Suite 103, Homer Glen, Illinois 60491, that currently
owns the proprietary marks that we designate to license as part of this franchise offering (collectively, the
“Proprietary Marks™) and certain of the other intellectual property associated with our this franchise concept and
its proprietary operations system (the “System”).

Except as provided above, none of the affiliates disclosed above: (i) offer or grant franchise a license in
any line of business; or (ii) conducts any other business activity.
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Additionally, the members and managers of Spenga Holdings, LLC, have an ownership interest in other
competitive brand fitness club concepts and facilities, including fitness facilities that operate under the “Charter
Fitness” mark.

The Franchise Offered and Franchise Agreement

We offer and award SPENGA franchises for the operation of a fitness training Studio that operates
utilizing our Proprietary Marks and System. We currently combine three (3) essential elements of fitness to create
a workout that delivers cardiovascular, strength, and flexibility training in every session. Through a combination
of spin, strength, and yoga, each workout is designed to improve endurance, strength, and flexibility. Studios
will typically have a floorplan and layout that provides dedicated space where each component of the workout
can be conducted, and our System currently integrates invigorating aromatherapy and energizing DJ-inspired
beats and other music designed to enhance a client’s workout experience.

For purposes of this Disclosure Document, we will refer to: (i) the class sessions and all other services
that you are authorized to provide at a franchised Studio collectively as the “Approved Services” you may or
must make available for clientele; and (ii) the different inventory and supplies necessary to perform the Approved
Services, as well as the retail merchandise and other items we authorize for sale at your Studio, collectively as
the “Approved Products” you must offer and provide at your Studio.

Our franchise agreement assumes that your Studio will be approximately 3,500 — 4,500 sq. ft. in size,
and Studios are typically located in shopping centers, strip malls, lifestyle centers or other high-traffic areas
(relative to demographics of the general region). The dimensions and layout of the Studio must comfortably
contain 24 stations from which clientele can receive the Approved Services at any given time.

To own and operate a Studio, you must enter into our then-current form of franchise agreement, with our current
form of franchise agreement attached to this Disclosure Document as Exhibit D (the “Franchise Agreement”). If you are an
individual, you will sign the Franchise Agreement directly and we may require that your spouse also sign the Franchise
Agreement, or the form of personal guaranty attached to our Franchise Agreement (the “Guaranty”). If you are an entity, we
may require that each of your owners, including those that own a controlling interest or that will otherwise be involved in
the day-to-day operations of the Studio (each, a “Controlling Principal”), sign the form of Guaranty. We have the right to
designate any or all of your owners as a Controlling Principal.

During the term of your Franchise Agreement, we will not open or locate, or license any other party the right to
open or locate, another Studio within a defined geographical area surround the approved premises (the ‘Premises’) of your
franchised Studio (the “Designated Territory”) that we will designate once you have secured your Premises in an exhibit to
your Franchise Agreement. Unless and until the parties set forth the Designated Territory in that exhibit and sign off on the
same, the Designated Territory will be limited to the Premises of the Studio itself.

Multi-Unit Offering and Development Agreement

We also offer qualified individuals and entities the right to develop multiple Studios within a defined
development area (the “Development Area”) we designate in our then-current form of area development
agreement (“Development Agreement”), with the current Development Agreement attached to this Disclosure
Document as Exhibit E.

Your Development Agreement will also outline a schedule or defined period of time wherein you must
open and commence operating each Studio (a “Development Schedule”). You will be required to sign a Franchise
Agreement for your initial Studio at the same time you sign your Development Agreement. You will eventually
need to sign our then-current form of franchise agreement for each Studio you develop under the Development
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Schedule prior to opening that Studio (or other deadline set forth in the Development Schedule), which may differ
from the current Franchise Agreement included with this Franchise Disclosure Document.

You will be required to pay us a development fee that will be calculated based on the number of Studios
we grant you the right to open under the Development Agreement (the “Development Fee”). The Development
Fee is not tied to any kind of pre-opening obligations that we owe to you in connection with the opening of any
Studio.

The size of the Development Area will vary depending upon local market conditions and the number of
Studios to be developed. Wereserve the right to negotiate the size of location and boundaries of the Development
Area, which will vary based on the population density, competition, and other business factors. The Development
Agreement contains concepts similar to the Franchise Agreement involving your owners if you are an entity and
enter into a Development Agreement with us.

Market and Competition

The services and merchandise offered by the Studio franchise concept are intended primarily for the
general public. We have designed our services and merchandise to appeal to health-focused consumers who
seek an invigorating, multisensory, and unrivaled fitness experience. You will have to compete with other
businesses offering similar products, including other fitness facilities, gyms, health related establishments, and
sports complexes. Your competition may include other businesses that we or our affiliates may franchise or
operate, as noted in Item 12. The services and merchandise our franchise sells are well recognized by consumers
and widely available from other sources. The market for our franchisees’ goods and services is well developed.
Typically, our services and merchandise are sold to individuals.

Industry Specific Requlations

You should consider that certain aspects of the fitness industry are regulated by federal, state and local
laws, rules and ordinances. You should investigate the applicable laws and regulations in your state and consult
with an attorney who is familiar with your state and local laws.

By way of example, the “Illinois Physical Fitness Services Act” should be reviewed and observed by
Studios based in Illinois. Some states may limit the length and terms of your membership contract, provide
customers with the right to terminate their contract and require you to obtain a bond to protect pre-paid
membership fees you collect.

In certain states, you may have to escrow or post a bond for any pre-opening membership fees you
collect. In addition, if you are constructing a new fitness Studio and rely on the proceeds of the membership to
build and equip the Studio, the offer and sale of those memberships could be considered the sale of “securities”
under those laws and require registration. In addition, certain states and municipalities may require that a fitness
studio must have an employee at the fitness studio at all times it is open, and in some cases this person may
need to be certified in cardio pulmonary resuscitation. Some states also have laws requiring a fitness studio to
have an automated external defibrillator (AED) and other first aid equipment on the premises, and a trained
AED user on duty.

You will also need to comply with laws, regulations, and ordinances applicable to businesses generally,
like the Americans with Disabilities Act, Physical Fitness Studio Medical Emergency Preparedness Act, Federal
Wage and Hour Laws, and the Occupation, Health and Safety Act. Be aware that sales tax may apply in certain
states.
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It is your sole responsibility to comply with all applicable laws and obtain and keep in force all
necessary licenses, permits, bonds, and deposits required by public authorities in connection with the operation
of your franchised Studio.

ITEM 2

BUSINESS EXPERIENCE

Roger McGreal - Chief Executive Officer

Roger McGreal serves as Chief Executive Officer for Spenga and has held this position since March
2015. Mr. McGreal is also one of the co-founders of Spenga. Mr. McGreal served as the Director of Personal
Training for Cardinal Fitness and Charter Fitness from September of 2009 through March of 2015. Roger has
been in business development for SRM Business Resources from September 2009 through November 2017.
Roger also has an equity interest in an affiliate Studio identified in Item 1.

Nancy Vrdolyak — Executive Vice President

Nancy Vrdolyak serves as Executive Vice President and has held this position since January 2018. She
is one of the co-founders of Spenga. Mrs. Vrdolyak served as the President of PR Marketing Inc., d/b/a CFM
Consulting in Orland Park, Illinois and has over 20 years of experience in the Fitness Industry. She also serves
as the President of Horizon One Consulting LLC and Spenga Inc. Nancy also has an equity interest in an affiliate
Studio identified in Item 1.

Heather Ruff - Vice President of Operations

Heather Ruff serves as Vice President of Operations and has held this position since March 2015. Mrs.
Ruff is also one of the co-founders of Spenga. Mrs. Ruff served as the Assistant Director of Personal Training
with Cardinal Fitness and Charter Fitness from September of 2009 through March of 2015. Heather also has an
equity interest in an affiliate Studio identified in Item 1.

Amy Nielsen - Vice President of Fitness

Amy Nielsen serves as Vice President of Fitness and has held this position since March 2015. Ms. Nielsen
is also one of the co-founders of Spenga. Amy served as Assistant Director of Personal Training for Cardinal
Fitness and Charter Fitness in the Chicago and Indiana territories from September of 2010 through March of
2015. Amy also has an equity interest in the affiliate Studio identified in Item 1.

Joseph Vrdolyak — Vice President of Construction and Development

Joe Vrdolyak serves as Vice President of Construction and Development and has held this position since
December 2018. Mr. Vrdolyak is also one of the co-founders of Spenga. Mr. Vrdolyak served as the Vice
President of Sales and Development at SRM Business Resources LLC in Orland Park, Illinois from January
2009 to April 2018. From 2002-2018, he served in a similar position as Senior Management for Cardinal Fitness
and Charter Fitness in Orland Park, Illinois and has over 20 years of experience in the Fitness Industry. Joe also
has an equity interest in an affiliate Studio identified in Item 1.

Peter J. Vrdolyak I11- Director of Business Strategy

Peter Vrdolyak serves as Director of Business Strategy and has held this position since March 2015. Mr.
Vrdolyak is also one of the co-founders of Spenga. Peter Vrdolyak was the President of Charter Fitness Inc.
and served as Senior Management for Cardinal Fitness and Charter Fitness. He has over 20 years of experience
in the Fitness Industry. He has also served as the President or Senior Management of other affiliated and non-
affiliated companies. He previously served as President for Spenga Inc. and currently serves as President for
PJV Real Estate Company and has held this position since September 2007. Throughout his business career he
has also provided Management and Consulting Services for both affiliated and non-affiliated companies in
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related and unrelated industries.

Emily Hileman — Director of Operations

Emily Hileman serves as our Director of Operations and has held this position since March 2022 in
Homer Glen, IL. Prior to that time, Emily served as (i) the General Manager & Instructor for Spenga Fort Collins
from January 2020 to January 2022 in Fort Collins, Colorado, (ii) an Operations Support Specialist for Spenga
0SS from July 2021 to March 2022 in Mokena, IL, (iii) was self-employed by with Beachbody in Santa Monica,
CA from November 2015 to January 2020, and (iv) was an Instructor at another fitness concept in Fort Collins,
Colorado, from September 2021 to January 2022.

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

ITEM 4

BANKRUPTCY
No bankruptcy is required to be disclosed in this Item.
ITEM S
INITIAL FEES
Initial Franchise Fee

When you enter into a Franchise Agreement with us for the right to operate a given Franchised Studio,
you will be required to pay us an initial franchise fee amounting to $49,500.

In light of the foregoing, the Initial Franchise Fee is deemed fully earned upon payment and is not
refundable under any circumstances. Your ongoing license to use the Proprietary Marks and System, as well as
any ongoing obligations and rights that benefit you under your Franchise Agreement after you open your Studio,
are consideration for and tied solely to the ongoing royalty fee you must pay to us as described in Item 6 of this
Disclosure Document below.

Initial Inventory of Retail Items

You must currently purchase the initial inventory of retail items from our Approved Supplier, however,
we reserve the right to have you purchase the initial inventory of retail items from our Affiliate. The initial
inventory of retail items ranges from $4,000 to $6,500.

Development Agreement

If we grant you the right to open multiple franchised Studios under a Development Agreement, you must
pay us a Development Fee upon execution of your agreement. The Development Fee will be paid in a lump sum
as follows based on the number of franchises we are granting you the right to develop within your Development
Area:
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Number of Studios set forth in Development Fee
Development Schedule
1 $49,500
2 $89,500
3 $119,500
4 $149,000
5 $178,000
6 $206,000
7 $233,000
8 $258,000
9 $281,000
10 $299,500

You will be required to enter into our then-current form of franchise agreement for each franchised Studio
you wish to open under your Development Agreement, but you will not be required to pay an Initial Franchise
Fee at the time you execute each of these franchise agreements. You will sign the franchise agreement governing
the first Franchised Business you have the right to develop open within your Development Area at the same time
as your Development Agreement.

The Development Fee will be deemed fully earned upon payment and is not refundable under any
circumstances. The Development Fee described above is calculated and applied uniformly to all our franchisees

as of this Issue Date of this Disclosure Document.

ITEM
OTHER FEES
Type of Fee!? Amount? Due Date Remarks
Royalty Fee3#56 The greater of: (i) 7% of the | On or before the |Please see Note 4 following this Item 6

“Net Cash In” generated by
your Studio over a given
reporting period; or (ii)
royalty payment of $1,000
per month (the “Minimum
Royalty”).

The Minimum Royalty Fee
begins upon the earlier of (i)
when you open the
Franchised Business, and (ii)
13 months from the effective
date of the Franchise
Agreement.

5" of each
calendar month
based on the Net
Cash In (or
“NCI”) generated
by your Studio
during the
preceding month.

Chart for the definition of NCI.

Your Royalty Fee will be the consideration
paid for the franchise/license and any other
rights you have under your Franchise
Agreement after your Studio opens.
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Brand Development
Fund Contribution

Up to 2% of the NCI
generated from your Studio
(your “Fund Contribution™)

Currently, however, we do not
collect any Fund
Contribution.

Collected at the
same time and in
the same manner
as your Royalty
Fee.

We have the right to establish and
administer a brand development fund
(the “Fund”) designed to (a) promote
the brand, Proprietary Marks, System,
Studio locations and Approved
Services and Approved Products,
and/or (b) otherwise enhance and
develop the brand and System, as we
determine  appropriate  in  our
discretion.

Please see Item 11 of this Disclosure
Document for additional information,
as well as Notes 3 through 6 following
this Item 6 Chart.

Local Marketing
Requirement

Minimum of $3,000 to $4,000
per month, as specified by us
in writing (“Local Marketing
Requirement” or “LMR”)

Must be spent

monthly
according to the
Operations
Manual as per
your marketing
budget

We may require that all or some portion of
your LMR be expended on local
advertising or marketing materials and/or
services that will be purchased from our
Required Supplier for the same.

This is the minimum you must spend
within your Designated Territory to
comply with your Franchise Agreement,
but we strongly encourage you to expend
additional amounts on such advertising
and marketing materials to increase
visibility and generate clients as you and
your  business advisors determine
appropriate. You may not use any labor
charges when calculating your Local
Marketing Requirement.

Search Engine
Optimization

The then-current amount,
which is currently $169 per
month

This amount is
currently

collected by us on
behalf of a third

party

This amount does not count towards
your Local Marketing Requirement or
LMR.
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POS System and
Payment Processing
System®

(collectively, the
“Designated POS

Then-current fee charged by
our Required supplier for the
Designated POS System

Currently, approximately
$205 per month (per Studio)

As arranged with
third-party
supplier

You are required to pay a fee to a third-
party vendor for the point-of-sale
system you are required to use in
connection with the operation of your
franchised Studio.

System™) Currently, the Designated POS System
functionality also covers collection and
payment processing services designed
to collect and process amounts due to
the Studio from its clientele.

SPENGA Our then-current fee, which Collected at the | Payable each month to us

Application is currently $134 per month same time and in

the same manner
as your Royalty
Fee.

Technology Fee

Our then-current technology
fee (the “Technology Fee”)

Currently, $350 to $450 per
month

Collected at the
same time and in
the same manner
as your Royalty
Fee

The Technology and Fee is used in
connection with any costs we incur in
establishing and maintaining an
intranet, extranet, online portal,
website, online advertising tools,
search engine optimization, mobile
application  and/or any  other
technology for use in connection with
the Franchised Business.

This amount is subject to increase
based upon vendor pricing and the
components/technology we make part
of the Technology Fee.

Currently, the Technology Fee covers
the software used to track client
performance at your Studio via a
service provided by our Required
Supplier.

Training Fee(s)

Then-current training fee we
charge (the “Training Fee”),
which will vary based on
whether we are providing
initial training,
additional/refresher training,
instructor training, virtual
training, or auditions we
require.

As agreed upon
by you and us

Our Initial Training Program is provided
at no additional cost to you.

We may require you, as well as your

Controlling  Principal(s) and your
Designated Manager (if any), to attend:
(i) up to five (5 days of

refresher/additional training in a given
year (“Additional Training”); and (ii) up
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Currently, we charge:

(i) $1,000 for each person
after the initial three (3)
persons that attend our initial
training; and

(ii) $350/day per trainer for all
other training.

You are also required to have
lyour instructors attend our
instructor training during the
initial on-site assistance we
provide at no cost to you. If
you hire additional or new
instructors, you will be
required to send those
instructors to our 4-day Live
Instructor Training and pay
our then-current instructor
training fee, which is currently
$2,500. We also offer virtual
training and a live 2-day ins
Instructor training at our then-
current fee, which is currently
$1,500  (collectively, the
“Instructor Training Fee”).

You must pay our then-
current fee for all auditions for
the above training sessions.
Our current fee is $75
(““‘Audition Fee”)

to five (5) days of remedial training that
we have the right to require you to attend
in complete if you are not operating your
Studio in compliance with the Franchise
Agreement or our Manuals (“Remedial
Training”).

If you fail to generate $40,000 NCI by
the 6™ month of operation, then we may
require you to attend Additional Training
at your cost.

We will not charge you our then-current
training fee (the “Training Fee”) in
connection with any Additional Training
that we require, but we reserve the right
to charge our then-current training fee in
connection with any (1) Additional
Training that you request, or (2)
Remedial Training.

We may also charge you this Training Fee
if we are required to provide on-site
assistance at your Studio at your request,
in which case you will also be responsible
for the costs and expenses we incur in
connection with providing such on-site
assistance.

We will not charge you a Training Fee in
connection  with  any  day-to-day
assistance we provide to you remotely via
the telephone, e-mail, Skype or related
channel or for any Additional Training
that we require that you have not
requested.

With regards to those attending our
initial training, we will only charge a
Training Fee for initial training in
connection with: (i) any person that
wishes to attend initial training beyond
you and up to two (2) other individuals;
and (ii) any replacement personnel or
individual that did not successful
complete such initial training and wishes
to re-attend.

You will be responsible for all costs and

expenses that you and your trainees incur
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in connection with attending any
Additional Training, Remedial Training,
or initial training in connection with the
Studio.

Presales Social
Media Coordinator

The then-current amount,
which is currently $375 per
month

90-120 days
prior to opening

You must use our approved supplier for
Presales marketing.

Customer Relations The then-current Customer As agreed Payable each month to our required
Management Fee Relations Management Fee, supplier.
which is currently $249 per
month (the “CRM Fee”)
Music Licensing Fee Then  then-current music As agreed Payable each month to third party
licensing fee (“Music licensing agencies.
Licensing Fee”), which is
approximately ~ $200  per
month
Transfer Fee Franchise Agreement: Before you There are other conditions that you
$10,000 transfer the must satisfy in order to assign your
franchise Franchise Agreement, and you have no

Development Agreement:

$10,000 per unexpired and
unexercised development
right remaining under your
Development Agreement

right to assign your Development
Agreement, unless we agree otherwise
in writing.

Any proposed assignment of your
Franchise Agreement, Development
Agreement or any ownership interest in
you (if you are an entity) must be
approved by us.

Renewal Fee $10,000 Prior to or upon You must satisfy certain other
approval of your | conditions in order to renew your
renewal request. Franchise Agreement.

Conference/Conventi|Our then-current enrollment 120 days priorto | We expect to conduct an annual

on Fee fee to attend our annuall attending. Convention, and attendance is

summit or convention, if and mandatory.

when established (the

“Convention”). We reserve the right to charge our then-
current Convention Fee in connection

If we  establish the with any conference/convention that

Convention, we expect to we require you to attend. You will be

charge $1,500 per Studio to responsible for your costs/expenses

attend (the “Convention associated  with  attending any

Fee™). conference/convention.
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Alternate or New
Product or Supplier
Testing

Reimbursement of our costs

As incurred.

If you propose an alternate supplier or
product/service that we have not already
authorized for use in connection with
your Studio, you may be required to
reimburse us for the actual costs we incur
in connection with evaluating your
proposal.

Please see Item 8 of this Disclosure
Document for additional information.

Relocation Fee

20% of our then-current
Initial Franchise Fee

If incurred

Payable upon your request to relocate
your Spenga Studio, but this fee will be
returned if we refuse to consent to

the relocation.

Audit Fees’

Actual cost of Audit

Upon billing after
audit.

Payable if audit reveals that you have
underreported the Gross Sales of your
Studio by 3% or more for any designated
reporting period.

Collection Charges

Varies

Upon demand.

You must pay all collection charges
associated with our efforts in collecting
any amounts owed to you or us under the
Franchise Agreement.

Advertising
Cooperative Fee

If collected, no more than
the current Local
Advertising Requirement

Upon demand

Payable to us if we assign your Studio to
a Regional Advertising Cooperative. Any
payment for a Regional Advertising
Cooperative will be credited against your
LMR.

If there is an affiliate-owned Studio in
your Cooperative, then our affiliate will
be able to vote on all matters that you and
the other Cooperative members have the
right to vote on.

Fees on Default and
Indemnity

Attorneys’ fees, costs,
interest, audit costs, default
fees.

Upon demand.

Payable in addition to other payments to
us.

Costs and Attorneys’
Fees

Will vary according to
circumstance.

Upon demand.

Y ou must reimburse us for our attorneys’
fees and any court costs that we are
forced to incur in connection with
enforcing or protecting our rights under
your Franchise and/or Development
Agreement.
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Indemnification

circumstance.

Will vary according to

Upon demand.

You must reimburse us for our attorneys’
fees and other costs that we incur in
connection with any third-party claims
brought against us that arise out of, or are
related to, the operation of your Studio.

Insurance® Will vary according to Upon demand. | If you fail to obtain required insurance,
circumstance. we may obtain such insurance at your
expense (but are not required to do so)
and charge you a service fee to do so.
Otherwise, these payments are made
directly to your third-party insurance

provider.
Interest’ 1.5% per month or highest Upon demand. | Payable on all delinquent payments that

commercial contract are due to us for more than 30 days.
interest rate applicable laws
permit.

Aromatherapy The then-current fee plus Upon demand. |Payable each month to our required

any taxes we are required to supplier.
pay. This fee currently
ranges from $162 - $282
per month and is subject to

increase.

Fitness Technology

The then-current fee plus
any taxes we are required to
pay. This fee is currently
$249 per month and is
subject to increase.

Upondemand | Payable each month to our required

supplier.

Explanatory Notes to Item 6 Chart Above

1.

4,

General. Unless otherwise stated, all fees are uniformly imposed to all franchisees, are payable to
us and are not refundable. In certain circumstances, we may waive one or more of these fees.

Taxes. If your state, or any governmental body in your state, charges a tax on any fee you owe to us
or to our affiliates, then you must pay an additional amount equal to the amount of this tax. This does
not apply to any federal or state taxes we or our affiliates have to pay.

Amounts Due to Us or Our Affiliates. For all amounts you owe to us or our affiliates, we have the
right to: (i) collect these fees by electronic funds transfer; and (ii) change the interval upon which we
require you to report and collect to a different interval upon written notice to you (e.g., weekly instead
of monthly). We may apply any of your payments to any of your past due indebtedness to us or our
affiliates. We may set off any amounts you owe us or our affiliates against any amounts we or our
affiliates owe you.

Definition of “Net Cash In.” The NCI generated by your Studio in each payment period means all
revenue generated from the sale and provision of any and all gift cards, memberships and other
Approved Services (classes, etc.) and Approved Products (merchandise, apparel and/or equipment)
at or through your Studio, as well as the proceeds from any business interruption insurance related to
the non-operation of your Franchised Business, whether such revenues are evidenced by cash, check,
credit, charge, account, barter or exchange. “NCI” does not include (a) tips that clients pay to

© 2023 Spenga Holdings LLC 20
Franchise Disclosure Document




instructors of the Studio that are retained by that instructor, (b) any sales tax and equivalent taxes that
are collected by Franchisee for or on behalf of any governmental taxing authority and paid thereto,
or (c) the value of any allowance issued or granted to any client of the Franchised Business that is
credited in good faith by Franchisee in full or partial satisfaction of the price of the Approved
Products or Services.

5. Payment Processing. Members of your Studio generally will pay membership fees by automatic
withdrawal from a bank account, credit card or debit card. Currently, the designated POS System has
a payment processing component whereby our Required Supplier will collect membership fees for
your Studio’s clients and remit those fees to your designated bank account or other appropriate
account.

6. Method of Payment for Royalty Fee and Other Fees. Your Royalty Fee, as well as any other fees
payable to us or our affiliates under the Franchise Agreement, may be collected by us via EFT from
the bank account (or, with our approval, credit card) you are required to designate solely for use in
connection with your Franchised Business (your “EFT Account”). You must provide us with the details
of your EFT Account prior to opening and execute all documents necessary to authorize us to make
withdrawals from this account throughout the term of your Franchise Agreement, including our then-
current EFT Withdrawal Authorization or similar form that we provide to you as part of the Franchise
Agreement, the Manual(s) or otherwise in writing. You must provide us with advance written notice
of any change to the information related to your EFT Account. We may periodically change the
mechanism for your payments of any installments or other amounts and our payments to you.

7. Right to Inspect/Audit. We have the right to inspect your books and other financial information
associated with your Franchised Business during the term of the Franchise Agreement. If we conduct
an audit and it reveals that you have underreported your Gross Sales by two percent (2%) or more,
than we may require you to (a) pay the costs we incur in connection with conducting the audit of your
Franchised Business (including any fees paid to auditors and/or attorneys), and/or (b) provide us with
annual audited financial statements regarding the operation of your Franchised Business.

8. Insurance. We reserve the right to make payments to prevent the lapse of an insurance policy on your
behalf, to increase insurance coverage to meet our minimum standards or if deemed necessary in our
sole discretion. Any insurance policy fees that are paid by us on your behalf will be debited from your
designated bank account as incurred.

9. Interest on Late Payments. Interest begins to accrue on the due date of any payment that has not been
timely received or is not paid in full.

[The remainder of this page is intentionally left blank.}
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ITEM 7
ESTIMATED INITIAL INVESTMENT

A. Franchise Agreement

YOUR ESTIMATED INITIAL INVESTMENT

Type of Expenditure Amount Method of When Due To Whom Payment is
Payment to be Made

Initial Franchise Fee! $49,500 Lump Sum | Upon Signing the | Us

Franchise

Agreement
Lease — Security Deposit® | $5,425 - $19,966 | Lump Sum | Upon Signing the | Landlord

Lease

Lease Expenses — 3 $0 - $59,898 As Incurred | Before Opening | Landlord
Months?

Leasehold Improvements? | $92,000 - $495,913 | As Incurred | Before Opening | Required Supplier(s) and
Third Parties

Fitness Equipment — Initial Lump Sum | Before Opening | Required Supplier(s)
Payment (lease or $17,600 - $36,200

financing agreement)®

Fitness Equipment — $8,820 - $10,626 | As Incurred As Invoiced Required Supplier(s)

Ongoing Payments (3
months under relevant
agreement)®

Other Equipment $7,832 - $12,669 | As Incurred | Before Opening | Required Supplier(s)
Furniture, Fixtures, and
Equipment*

Grand Opening Marketing | $20,000 - $30,000 | Lump Sum As Required Required Supplier(s)
Expense and Pre-Opening
Activity Expenses®

Signage® $13,500 - $24,000 | As Incurred | Before Opening | Required Supplier(s)

Computer Hardware and $4,000 - $6,000 | As Incurred | Before Opening | Required Supplier(s)
Software’

Opening Supplies $1,700 - $2,100 | As Incurred | As Arranged and | Required Supplier(s)
Invoiced
Insurance® $1,200 - $4,000 | As Incurred | Before Opening | Third-Party Insurance
Provider

Other Deposits Including: | $1,000 - $2,000 | Lump Sum As Incurred Third-Party Provider
Utilities, Banks/Credit
Card Companies, Lease
Equipment, Vendors,
Alarm Company, and
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Type of Expenditure Amount Method of When Due To Whom Payment is
Payment to be Made

Telephone

Professional Fees $2,500 - $5,000 | As Incurred As Incurred Lawyers, Accountants,
etc.

Initial Training Expenses® | $1,000 - $4,000 | As Incurred | Before Opening | Airlines, Hotels,
Employees’ Wages and
Other Third Parties

Additional Permits, $250 - $1,000 | As Incurred As Incurred Third Parties

Approvals and

Qualifications (if and as

applicable)*?

Initial Inventory of Retail $4,000 - $6,500 | As Incurred As Incurred Required Supplier(s) and

Items™ our Affiliate

Audio Video Package? $44,750 - $50,750 | Lump Sum | Before Opening | Required Supplier(s)

Employee Recruiting™ $2,000 - $7,500 | Lump Sum | Before Opening | Required Supplier(s)

Construction Design and $0 - $5,000 As incurred | Before Opening | Required Supplier(s)

Review Compliance'*

Sound Engineer $0 - $3,500 As incurred | Before Opening | Required Supplier(s)

Consulting

Additional Funds —3 $10,000 - $25,000 |As Incurred As Incurred As Determined by You

Months®®

Total'®

$287,077 - $861,122

Explanatory Notes to Chart 7(A) Above

If you are converting an existing studio or fitness center, the estimates may vary from the values listed
in the above table depending on the modifications and equipment required to meet our system standards. The
estimates above are based on our principals’ experience in the industry and in opening an affiliate-owned Studio,
as well as information from opened or opening franchisee studios, that can accommodate 24 users/members at
one time. If your Studio is larger and holds more than 24 users/members at one time, then your costs may
increase from the amounts provided in this Item 7.

General: Unless otherwise specified in the Notes below, the amounts described in the Chart above are not
refundable under any circumstances, except in situations where you directly negotiate for such a refund with a
third-party supplier. The estimated initial investment described in the Chart above are intended to cover the costs
to open and operate your Franchised Business for an initial three (3) month period.

1.

Development Fee, which will apply if you enter into an ADA.

Initial Franchise Fee. Please see Item 5 for more information on the Initial Franchise Fee and the Area

Lease; Leasehold Improvements. Our estimate for initial expense for real estate and improvements is

based on the assumption that you will lease the space from which you operate your Studio. Generally,
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Studios are located in strip centers. Our standard franchise offering, and corresponding Item 7 Chart
estimate for your occupancy costs, assumes that the Premises of your Studio will be around 3,500 — 4,500
square feet with an appropriate design and layout that allows the space to accommodate 24 training
stations. This estimate further assumes that you will use our required Approved Supplier for these
services.

With regards to the lease for your Premises, please note that: (i) landlords may vary the base rental rate
and charge rent based on a percentage of gross sales; and (ii) your lease may require you to pay your
pro rata share of (a) common area maintenance charges (“CAM Charges”), (b) the real estate taxes
and insurance, and (c) certain other charges. The actual amount you pay under the lease will vary
depending on the size of the Studio, the types of charges that are allocated to tenants under the lease,
your ability to negotiate with landlords and the prevailing rental rates in the geographic region. If you
choose to purchase real property on which to build your Studio, your initial investment will be higher
than what we estimate above. If you purchase real property, we cannot estimate how this purchase will
affect your total initial investment.

The costs associated with your lease payments, as well as the leasehold improvements involved with
modifying the approved Premises so that it can be operated as a Studio in accordance with our System
standards, will vary widely based upon the property location, population density, economic climate,
prevailing interest rates and other financing costs, conditions of the property and extent of alterations
required for the property. You should investigate all of these costs in the area where you wish to
establish a Studio. The amount of tenant improvement allowance will vary from deal to deal. This
leasehold improvement estimate is based on construction costs less any tenant improvement allowance
franchisees have received to date. This leasehold improvement estimate includes architectural,
engineering, and bid assistance fees. The low end of this estimate assumes that you will receive “free
rent” during your first 3 months of operation. The high end of this estimate assumes that you will not
receive any tenant improvement allowance. The low end of this estimate represents a franchisee that
received $100 per square foot in tenant improvement allowance while the high end represents a
franchisee that received $0 per square foot in tenant improvement allowance. Franchisees typically
receive on average $30 per square foot in tenant improvement allowance.

You must use our Required Supplier for all architectural/design services for your Studio. Architectural
services include all architectural design documents, all mechanical, electrical, and plumbing plans. This
service also includes coordination with the architect teams, coordinating with permit expediters, and
working with the general contractor to obtain required building permits. The costs for Architectural
Engineering services vary state by state.

You must use our Required Supplier for bid assistance, which will manage a number of aspects including,
but not limited to: (i) management of the general contractor bid process; (ii) site visit to walk bidders
through the project and explain the scope of the project; (iii) providing and distributing invitations to bid
and related bid documents; (iv) evaluating all bids of completeness during our deep scope review; (v)
resolving all bidder questions and clarifications in the RFI process; (vi) recommending contractor
selection after bid process has been completed; (vii) facilitate the execution of contract between Studio
owner and contractor; (viii) providing site specific requirements to be inserted as exhibits to the contract
documents as necessary to reflect the project’s detail and site requirements.

Building Permit Fees are fees required to obtain a building permit and to commence construction. This
cost will vary state to state.

Fitness Equipment Payments (Initial Payment and Payments over First 3 Months). You must
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purchase or lease fitness equipment for your location through our Required Supplier(s). Our standard
franchise offering assumes that your will lease or, if purchasing, finance this fitness equipment over time
via an arrangement with the supplier. If you choose to purchase rather than lease the fitness-related
equipment for your location, the cost to purchase such equipment may be between $176,000 and
$181,000. The three-month estimate assumes that you make a 10% - 20% down payment at 9.25% -
11.00% interest and pay off the loan over the course of 60 months. This estimate is based on you having
24 training stations at your Studio. The down payment amount on equipment leases, as well as the
purchase price of the equipment (should you choose not to lease), may vary depending on the size of your
location and the financing terms of your equipment lease. We reserve the right to receive rebates from
the equipment company. The equipment that you purchase or finance includes bikes, functional
equipment and storage, yoga equipment, fitness flooring, lockers, body composition scale and installation
and freight fees.

Other FF&E. This estimate covers other furniture, fixtures, and equipment such as decor, retail display,
bathroom stands/racks, storage shelving and similar items.

Grand Opening Marketing Expense and Pre-Opening Activity Expenses. You must expend
between $20,000 and $30,000 (not including labor) in connection with the opening and initial launch
of your Studio, and we may require that all or some portion of these funds be expended on designated
advertising materials and/or paid to our Required Supplier(s) for these materials consistent with a
marketing plan you develop in coordination with us and that we approve.

Your Grand Opening Marketing expenses are also designed to cover the pre-opening marketing and
sales activity you must conduct at least 90 days prior to the contemplated opening of your Studio
designed to generate clientele that will commence attending classes when you open. If you are not able
to conduct such activities from your Studio because it is still being built out or has not been secured,
we may permit you to conduct your pre-opening sales and marketing activities from a temporary
location/studio that is at or near the site of your future franchised Studio at our discretion and in
accordance with any approval procedures described in the Operations Manual or otherwise in a writing
by us. We must approve any such temporary site. In addition to other standards that we specify in the
Operations Manual and as we otherwise may direct in writing, the temporary studio must be clean and
in good repair, provide you with good visibility to the public, and display the marks in the form and
manner we specify. Possible temporary facilities include small retail space or a trailer that is used
solely for presale marketing efforts and satisfies the above criteria. You may not conduct your pre-
opening sales and marketing activities from a home office unless we agree otherwise in a separate
writing. This estimate does not include expenses you will incur in connection with payroll for your
employees.

Signage. This estimate assumes you will purchase one illuminated exterior sign and all interior signage
for your Franchised Business from our Required Supplier(s).

Computer System. You must purchase or lease your computer system from our Required Supplier(s)
as described more fully in Items 8 and 11 of this Disclosure Document. You will receive basic training
on certain computer system software and other components from the Required Supplier(s) or, if and
as we deem appropriate, us. Certain instruction may be provided to you remotely.

Insurance. You must obtain the insurance coverages that we require. If you elect to lease space for
your franchise, your landlord may require additional types of insurance or higher minimum levels of
coverage, which may increase your costs for insurance. Additionally, the cost of insurance will also
vary based on the type or policies procured, nature and value of physical assets, gross revenues,
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10.

11.

12.

13.

14.

15.

16.

number of employees, square footage, geographical location, size, and contents of the business, and
other factors bearing on risk exposure. The estimate provided contemplates insurance costs for a one
(1) year period. For more information on Insurance, see Item 8.

Initial Training — Costs and Expenses. You must pay for any costs and expenses incurred in
connection with you, your Designated Manager (if applicable), Instructors and other Studio personnel
attending and completing the appropriate initial training and initial on-site assistance described more
fully in Item 11 of this Disclosure Document, including the costs you and your management incur in
connection with traveling to our headquarters or designated training Studio in Illinois to attend the
“Corporate Initial Training” component of our initial training program.

Permits and Licenses. The state or local regulations where your Studio is located may require you to
obtain certain permits or approvals necessary to operate the Studio and provide the Approved Services.
By way of example, in the experience of our System, we understand that the Illinois Physical Fitness
Facility Medical Emergency Preparedness Act requires “Physical Fitness Facilities” to have Automated
External Defibrillators on hand in case of a medical emergency within the gym. The Act also requires
that at least one member of the on-duty staff be trained in Cardio Pulmonary Resuscitation. Other states
may have similar requirements, and you are required to determine whether there are any similar laws
or regulations that apply in the state where you operate your Studio.

Initial Inventory. This item estimates the cost of your initial inventory of retail items to be sold from
your Studio, including branded clothing and accessories (hats, water bottles, etc.), and optional non-
branded items such as yoga mats, towels, and bags.

Audio Video Package. You must purchase the Audio Video Package from our Required Supplier(s).

Employee Recruiting. This item estimates the cost of recruiting employees for your Studio. You must
use our Required Supplier(s) for all employee recruiting efforts.

Construction Design and Review Compliance. You must use our Required Supplier(s) for
Construction Design and Review Compliance.

Additional Funds. This item estimates your other initial start-up expenses for your Studio’s first three
months of operation, including miscellaneous supplies and equipment, payroll costs (but not any draw
or salary for you) and other miscellaneous costs. We cannot assure you that you will not have additional
expenses in starting your Studio or need additional working capital as discussed in Item 7 table. This
estimate, as well as the others set forth in the Item 7 Chart above, are based on (a) the experience of us
and our affiliates, (b) general trends in our franchisees’ collective experience, (c) estimates we receive
from our Required Supplier(s)s and other vendors, and (d) the assumptions described in this Item. This
portion of the Item 7 estimate does not account for any debt services.

Total. Your actual expenses of establishing and operating this business may vary from the estimates
that we have set forth in this Item 7 Chart based on our experience and the other information described
in Note 11 above. Some states have laws that impose staffing or operational requirements that will
significantly increase the amounts you will have to spend to open and operate your Studio. You should
review this amount carefully with a business advisor or legal advisor before making any decision to
purchase the franchise. We do not offer financing for any part of the initial investment. The availability
and terms of financing with third-party lenders will likely depend on the availability of financing
generally, your credit-worthiness, policies of lending institutions concerning the type of business to be
operated and other similar factors.
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B. Development Agreement

YOUR ESTIMATED INITIAL INVESTMENT?

Offering Amount Method of To Whom
Type of Payment When Due Payment
Expenditure Is to be Made
3-Pack $119,500 Lump Sum Upon execution Franchisor
Development Fee? 5-Pack $178,000 of Development
10-pack $299,500 Agreement
Initial Investment to _Calculated -by taking the. total estimated ini'gial
Open Initial Studio® $237,577 to $811,622 mvest_ment in Chgrt A of this Item 7 and subtracting
the Initial Franchise Fee amount.
This is the total estimated initial investment to enter
3-Pack $357,07710$931,122 | jrto 4 Development Agreement for the right to
develop each of the multi-unit offerings we typically
TOTALS 5-Pack $415,577 to $989,622 | offer under our ADA, as well as the costs to open and
commence operating your initial Studio for the first
) three (3) months (as described more fully in Chart A
10-pack $537,077 10 $1,111,122 of this Item 7). See Note 3.

Explanatory Notes to Chart 7(B) Above:

1.

All fees and payments are non-refundable, unless otherwise stated or permitted by the payee. This Chart
details the estimated initial investment associated with executing a Development Agreement for the right
develop a total of three (3), five (5) and ten (10) Studios, respectively, as well as the initial investment to
open your first Studio under your Development Schedule.

The Development Fee is described in greater detail in Item 5 of this Disclosure Document, and this
Development Fee is for the right to develop a total of three (3), five (5) and ten (10) franchised Studios.

This figure represents the total estimated initial investment required to open the initial Studio you agreed
to open and operate under the Development Agreement. You will be required to enter into our then-
current form of franchise agreement for initial Studio you open under your Development Agreement,
most likely once you have engaged us for site selection. The range includes all the items outlined in Chart
7(A) of this Item, except for the Initial Franchise Fee (because you are not required to pay any Initial
Franchise Fee for Studio). It does not include any of the costs you will incur in opening any additional
Studios that you are granted the right to open and operate under your Development Agreement.

ITEMS8
RESTRICTIONS ON SOURCES OF PRODUCTS AND SERVICES

You must operate all aspects of your Studio in strict conformance with the methods, standards and

specifications of our System. Our methods, standards, and specifications will be communicated to you in writing
through our confidential Manuals and other proprietary guidelines and writings that we prepare for your use in
connection with the Studio and System. We may periodically change our System standards and specifications
from time to time, as we deem appropriate or necessary in our sole discretion, and you will be solely responsible
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for costs associated with complying with any modifications to the System.

Approved Services and Approved Products

You may only market, offer, sell, and provide those Approved Services and Approved Products we
designate from time to time at your Studio, and you must provide the same in a manner that meets our System
standards and specifications. We will provide you with a list of our then-current Approved Services and Approved
Products, along with their standards and specifications, as part of the Manuals, your initial training or otherwise
in writing prior to the opening of your Studio. We may update or modify this list in writing at any time.

If you wish to offer any product or service in your Studio other than the Approved Services or Approved
Products we designate at a given time in writing, or use any item in connection with your Studio that does not
meet our System standards and specifications, then you must obtain our prior written approval as described more
fully in this Item.

Required Suppliers

We have the right to require you to purchase any items or services necessary to operate your Studio
from a supplier that we approve or designate (each, a “Required Supplier”), which may include us or our affiliates.
We will provide you with a list of our Required Suppliers in writing as part of the Manuals or otherwise in
writing, and we may update or modify this list as we deem appropriate.

Currently, we have Required Suppliers for the following items: (i) your POS System (which also
currently handles payment processing for Studio clientele); (ii) certain furniture, equipment (including audio
visual equipment and installation), inventory and supplies you must purchase before and after your Studio is
open; (iii) uniforms and branded merchandise; (iv) signage; (V) site selection assistance; (vi) architectural/design
services; (vii) construction management services; (viii) marketing; (ix) the software associated with tracking
clientele performance while working out at your Studio; (x) employee recruiting; (xi) Aromatherapy; (xii) Fitness
and Business Management Technology; (xiii) lease and leasehold improvements; (xiv) music licenses; (xv) client
engagement programs (i.e., ClassPass®); (xvi) procurement; (xvii) CRM software; (xviii) search engine
optimization; and (xix) Presales Marketing.

We may develop proprietary products for use in your Studio, including private-label products that
bear our Proprietary Marks, and require you to purchase these items from us, our affiliates and/or our parent.

If you wish to purchase a product or service that we require you to purchase from an Required
Supplier from an alternate source, then you must obtain our prior written approval as outlined more fully in this
Item. We may provide our standards and specifications for our Approved Products and Services directly to our
Required Suppliers and may provide these standards and specifications to an alternative supplier you propose if:
(i) we approve the supplier in writing as outlined more fully in this Item; and (ii) the alternative supplier agrees
to sign our prescribed form of non-disclosure agreement with respect to any confidential information we disclose.

Our affiliate Spenga Private Label, LLC, reserves the right to be our approved supplier for certain retail
items, apparel, branded items, promotional items, equipment, and other items. Certain of our officers own an
interest in Spenga Private Label, LLC.

Except as set forth above, as of the Issuance Date of this Disclosure Document: (i) neither we nor any of
our affiliates or our parent are a Required Supplier for any items or services you are required to purchase in
connection with your Studio; and (ii) none of our officers own an interest in any of our Required Suppliers.
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Required Purchases and Right to Derive Revenue

The products or services we require you to purchase or lease from a Required Supplier, or purchase or
lease in accordance with our standards and specifications, are referred to collectively as your “Required
Purchases.” We estimate that your Required Purchases will account for approximately 75% to 85% of your total
costs incurred in establishing your Studio, and approximately 25% to 35% of your ongoing costs to operate the
Studio after the initial start-up phase. Please be advised that these percentages do not include your lease payments
you make in connection with your Premises.

We reserve the right to derive revenue from any of the purchases (items or services) that our System
franchisees are required to make in connection with the Studio.

In our past fiscal year ending December 31, 2022, we derived $245,267 in revenue from franchisee’s
required purchases, or 5.55% of our total revenue of $4,417,918.

Non-Approved Product/Service and Alternate Supplier Approval

We may, but are not obligated to, grant your request to: (i) offer any products or services in connection
with your Studio that are not Approved Products and Services; or (ii) purchase any item or service we require
you to purchase from a Required Supplier from an alternative supplier.

If you wish to undertake either of these actions, you must request and obtain our approval in writing
before: (i) using or offering the non-approved product or service in connection with your Studio; or (ii) purchasing
from a non-required supplier. You must pay our then-current supplier or non-approved product evaluation fee
when submitting your request. We may charge you for the reimbursement costs for each evaluation request. We
may ask you to submit samples or information so that we can make an informed decision whether the goods,
equipment, supplies or supplier meet our specifications and quality standards. In evaluating a supplier that you
propose to us, we consider not only the quality of the particular product at issue, but also the supplier’s production
and delivery capability, overall business reputation and financial condition. We may provide any alternate
supplier you propose with a copy of our then-current specifications for any product(s) you wish the supplier to
supply, provided the supplier enters into a confidentiality and non-disclosure agreement in the form we specify.
We may also inspect a proposed supplier’s facilities and test its products, and request that you reimburse our
actual costs associated with the testing/inspection.

We will notify you in writing within 90 days after we receive all necessary information and/or complete
our inspection or testing to advise you if we approve or disapprove the proposed item and/or supplier. The criteria
we use in approving or rejecting new suppliers is proprietary, but we may (but are not required to) make it
available to you upon request. Each supplier that we approve of must comply with our usual and customary
requirements regarding insurance, indemnification, and non-disclosure. If we approve any supplier, we will not
guarantee your performance of any supply contract with that supplier under any circumstances. We may re-
inspect and/or revoke our approval of a supplier or item at any time and for any reason to protect the best interests
and goodwill of our System and Proprietary Marks. The revocation of a previously approved product or
alternative supplier is effective immediately when you receive written notice from us of revocation and, following
receipt of our notice, you may not place any new orders for the revoked product, or with the revoked supplier.

Gift Cards
You must offer our gift cards and participate in our designated gift card program in your Studio (if, and

when established), and you must purchase your cards from our Required Supplier. You may also be required to
honor any gift cards for payment of services at your Studio, even if the gift card was purchased at another Studio,
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based on our reciprocity policy at the time. We reserve the right to change this policy from time-to-time.

Purchasing Cooperatives and Right to Receive Compensation

We may, when appropriate, negotiate purchase arrangements, including price terms, with designated and
Required Suppliers on behalf of the System. We may establish strategic alliances or preferred vendor programs
with suppliers that are willing to supply some products, equipment, or services to some or all of the Studios in
our System. If we do establish those types of alliances or programs, we may: (i) limit the number of Required
Suppliers with whom you may deal; (ii) designate sources that you must use for some or all products, equipment
and services; and (iii) refuse to approve proposals from franchisees to add new suppliers if we believe that
approval would not be in the best interests of the System.

We and/or our parent or affiliates may receive payments or other compensation from Required Suppliers
or any other suppliers on account of these suppliers’ dealings with us, you, or other Studios in the System, such
as rebates, commissions, or other forms of compensation. We may use any amounts that we receive from suppliers
for any purpose that we deem appropriate. We and/or our parent or affiliates may negotiate supply contracts with
our suppliers under which we are able to purchase products, equipment, supplies, services and other items at a
price that will benefit us and our franchisees.

We do not currently have a purchasing cooperative with any third-party vendors but reserve the right to
create more purchasing cooperatives in the future.

Franchisee Compliance

When determining whether to grant new or additional franchises, we consider many factors, including
your compliance with the requirements described in this Item 8. You do not receive any further benefit as a result
of your compliance with these requirements or your compliance with purchasing particular products or services
or use of designated or approved suppliers.

Advertising

All advertising and promotional materials and other items we designate must bear the Proprietary Marks
in the form, color, location, and manner we prescribe. In addition, all your advertising and promotion in any
medium must be conducted in a dignified manner and must conform to the standards and requirements we
prescribe in the Manuals or otherwise. You must obtain our approval before you use any advertising and
promotional materials or plans in connection with your Studio if we have not prepared or approved them during
the 12 months prior to the date of your proposed use.

Approved Premises and Lease

You must obtain our approval of the Premises for your Studio before you acquire the site. You must also
obtain our approval of any contract of sale or lease for the Premises before you execute the contract or lease, and
we may condition our approval of any such lease on you and your landlord’s execution of our prescribed form of
Collateral Assignment of Lease (attached as Exhibit C to our current form of Franchise Agreement). You must
also ensure that you comply with all our System standards and specifications related to the build-out, remodeling
and/or construction of your Studio at the Premises, including, but not limited to, sound-proofing your Studio to
meet our System standards set forth in the Manual(s). We have the right to terminate the Franchise Agreement
after providing notice and expiration of the fifteen (15) day cure period if you fail to secure a site within 180 days
from the signing of the Franchise Agreement.
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If we grant you the right to open and operate multiple Studios under a Development Agreement, you may
not enter into your Franchise Agreement for each Studio opened under your Development Schedule until you
have found a Premises for that Studio that we approve.

Insurance

You must purchase and maintain the types and amounts of insurance that we designate in our Manuals
or otherwise in writing, including, without limitation, a general liability policy with $1,000,000 per occurrence
and $2,000,000 in the aggregate, with umbrella coverage of $2,000,000, all of which we may modify from time
to time as we deem appropriate in our reasonable discretion. We do not currently require you to purchase your
Studio insurance from an Required Supplier, but you must furnish us with certificates of insurance (or, at our
request, copies of all insurance policies), evidencing the existence and continuation of the insurance coverage
required by the Franchise Agreement.

All policies must contain a waiver of subrogation in our favor and must name us and any additional
parties we designate as additional insureds (except with regards to workers’ compensation insurance). In the
event you do not obtain or maintain the required insurance, we have the right to purchase it and charge you our
costs in doing so.

Computer Hardware and Software

You must acquire the specific POS System and all other computer hardware, software, and peripherals
in accordance with our System standards and specifications.

Your Premises must also have Internet and Wi-Fi access that your clientele can access.
ITEM 9

FRANCHISEE’S
OBLIGATIONS

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

Section in Section in Disclosure
Franchise Development Document
Obligation Agreement Agreement Item
a. Site selection and acquisition/lease 2.2,5.2 Section 1 and 7,8,11
Exhibit A
b. Pre-opening purchases / leases 5.3 Nothing Additional 7,8
(see Franchise
Agreements
signed)
c. Site development and other pre- 3.1,5.3 Sections 1, 5 and 56,7,8,11
opening requirements Exhibit A
d. Initial and ongoing training 3.2 Nothing Additional 6,7, 11
(see Franchise
Agreements
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signed)

e. Opening

53

Nothing Additional
(see Franchise
Agreements
signed)

11

f. Fees

3.6(a), 4, 5.5(a)-(d),
7.2

Sections 2 and 9

5,6,7,17

g. Compliance with standards and
policies / Operations Manual

34,53

Nothing Additional
(see Franchise
Agreements
signed)

8, 11, 16,
Exhibit B

h. Trademarks and proprietary
information

51,6.1

Nothing Additional
(see Franchise
Agreements
signed)

13, 14

i. Restrictions on products/services
offered

3.6, 5.3(d)-(g), 5.9

Nothing Additional
(see Franchise
Agreements
signed)

8, 16

J.  Warranty and customer service
requirements

5.3(h), 5.3(1), 5.4, 6.3

Nothing Additional
(see Franchise
Agreements
signed)

11

k. Territorial development and sales
quotas

Not applicable

Section 1 and
Exhibit A of the
Development
Agreement

511,12

I. Ongoing product/service
purchases

3.6,5.3

Nothing Additional
(see Franchise
Agreements
signed)

6,8, 11

m. Maintenance, appearance and
remodeling requirements

5.3(1)-()

Nothing Additional
(see Franchise
Agreements
signed)

6, 11

n. Insurance

5.7

Nothing Additional
(see Franchise
Agreements
signed)

6,7,8

0. Advertising

3.5,5.1(C), 5.5

Nothing Additional
(see Franchise
Agreements
signed)

6, 11

p. Indemnification

6.5

Nothing Additional
(see Franchise
Agreements
signed)
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g- Owner’s participation/ 5.3(n) Nothing 11,15
management/staffing Additional (see
Franchise
Agreements
signed)

r. Records and reports 45,5.6 Nothing Additional 11, 17(h)
(see Franchise
Agreements
signed)

s. Inspections and audits 4.5,5.3(9) Nothing Additional 6, 11
(see Franchise
Agreements
signed)

t.  Transfer 1.13,7 Section 9 6,17

u. Renewal 2.7 Nothing Additional 6, 17
(see Franchise
Agreements
signed)

v. Post-termination obligations 6.6, 8.6 Nothing Additional (see 17
Franchise Agreements
signed)

w. Non-competition covenants 6.6 Nothing Additional 17
(see Franchise
Agreements
signed)

X. Dispute resolution 9.1, 35097 Sections 12 through 20 17

ITEM 10
FINANCING

We do not offer direct or indirect financing. We do not guarantee your promissory notes, mortgages,
leases, or other obligations.

ITEM 11
FRANCHISOR’S ASSISTANCE, ADVERTISING, COMPUTER SYSTEMS, AND TRAINING
Except as listed below, Spenga Holdings LLC is not required to provide any assistance to you.

A. Pre-Opening Assistance

Franchise Agreement

Before you open your Franchised Business, we will:

1. Provide you with access to our Operations Manual containing mandatory and suggested
specifications; operating procedures; standards; and rules periodically prescribed by us. You will
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be provided with a password to our website that will enable you to access the Operations Manual.
We will periodically modify and update the Operations Manual and will notify you via e-mail or
another form of communication of any modifications and updates. The Operations Manual is
currently 218 pages. We have attached the Table of Contents of the Operations Manual as Exhibit
B. (Section 3.4 of Franchise Agreement).

2. Approve your franchise site, if it meets our minimum criteria for a Spenga Studio (Section 5.2
of Franchise Agreement).

3. Review and approve certain provisions of your lease for your location (Section 5.2 of Franchise
Agreement).

4. Provide you with design and layout templates of one or more typical Studios for your Spenga
Studio (Section 3.1 of Franchise Agreement).

5. To the extent we deem necessary in our sole discretion, advise you as to methods of training staff
to work in and assist in operating a Spenga franchise (Sections 3.2 and 3.3 of Franchise
Agreement).

6. Provide you with lists of Required Items and supplies for purchase or lease through our Approves
Suppliers (Sections 3.6 and 5.3(d) and (e) of Franchise Agreement).

7. Assist, to the extent we deem necessary in our sole discretion, in the plan or office design showing
the location of equipment for an efficient use of equipment and utilization of space (Section 3.1
of Franchise Agreement).

8. Advise you, to the extent we deem necessary, as to promoting and advertising your franchise.
(Sections 3.5, 5.1(c), 5.5 of Franchise Agreement).

9. Provide our initial training program to you and up to two (2) other individuals. (Section 3.2(a) of
Franchise Agreement).

B. Site Selection Assistance and Time to Open

Site Selection Assistance

You will be solely responsible for securing a site for your Studio that we approve (the “Approved Site”),
and you must use our Required Supplier to perform site selection services in connection with your search. You
will have a maximum of 180 days from the time you sign your Franchise Agreement to locate a site that we
approve and to sign a lease that meets our approval for the approved site. It is your obligation to select a site for
your business and we will not select a site for you or negotiate the purchase or lease of a site. We do not own the
premises and lease them to you. Before you acquire any site, you must submit to us information and materials we
require and obtain our approval of your site. Factors that we consider in approving a site include the general
location and neighborhood, the distance from other Studios, demographics, zoning, traffic patterns, parking,
overall interior and exterior size, physical characteristics of the existing building and lease terms. Typically, the
Approved Site of the Studio should be approximately 3,500 - 4,500 square feet of space, but we may permita smaller
space if you can demonstrate that the space can contain 24 stations. We must approve of any site you propose, and we will
provide you with notice of whether a proposed site is approved or rejected within 30 days after our receipt of all
information we require in connection with our evaluation of the site, including any site proposal package set forth
in the Operations Manual or otherwise in writing that is provided to you. We can always condition our approval
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of your site on both you and the lessor of the proposed site at issue executing our then-current prescribed form of
Collateral Assignment of Lease and corresponding landlord acknowledgement form, both of which are attached
to the Franchise Agreement as an Exhibit. If you are unable to have your landlord execute the form of Collateral
Assignment of Lease as-is, then we will assist in the negotiation of the Collateral Assignment and you will be
required to reimburse us our actual costs of doing the same, including any attorneys’ fees that we incur. We
estimate these fees to be between $400 - $700. (Section 5.2 of Franchise Agreement).

You are solely responsible for conforming the site to local ordinances and building codes and obtaining
any required permits. Your failure to secure a Premises that we approve within 180 days of the date you sign your
Franchise Agreement is grounds for termination of your Franchise Agreement. (Section 5.2 of Franchise
Agreement).

If you have entered into a Development Agreement with us, you will be required to secure the site for
each Studio you are required to develop 180 days before your required opening date so that you have enough
time to get the Studio open and operating by the applicable opening deadline set forth in your Development
Schedule.

Time to Open: Franchise Agreement

Except as provided in this Item, you must open and commence operations of your Studio within one (1)
year of the date you execute your Franchise Agreement for that Studio. (Franchise Agreement, Section 5.3). We
estimate that it will take between six (6) to twelve (12) months to open your Studio from the time you execute
your Franchise Agreement.

Your total timeframe may be shorter or longer depending on the time necessary to obtain an acceptable
Premises, to obtain financing, to obtain the permits and licenses for the construction and operation of the Studio,
to complete construction or remodeling as it may be affected by weather conditions, shortages, delivery schedules
and other similar factors, to complete the interior and exterior of the Studio, including decorating, purchasing and
installing fixtures, equipment and signs, and to complete preparation for operating the Studio, including
purchasing any inventory or supplies needed prior to opening. If you do not open or operate your Studio within
this one (1) year period, then we may terminate your Franchise Agreement (unless we agree to extend your
opening deadline in a writing signed by both parties). (Franchise Agreement, Section 5.3).

Before you open the Studio to the public, you must satisfy all our pre-opening requirements (including
attendance on pre-sales training calls), which include the pre-sale of a minimum number of paid Studio
memberships that will go in effect on the opening date of your Studio (“Pre-Sale Memberships”). Currently, you
must sell at least 150 Pre-Sale Memberships before we permit you to schedule instructor training and in-Studio
operations training and otherwise allow you to open your Studio to the public. We reserve the right to increase
or decrease the number of Pre-Sale Memberships that must be sold. You may not outsource this obligation to a
third-party. (Franchise Agreement, Section 5.5(a)(ii)).

Development Agreement and Corresponding Development Schedule

If you have entered into a Development Agreement to open and operate multiple Studios, your
Development Agreement will include a Development Schedule containing a deadline by which you must have
each of your Studios open and operating. Your Development Schedule may depend on the number of Studios
you are granted the right to open and operate. You will be required to sign each franchise agreement by a certain
date, and you are required to develop the applicable franchised business by a certain date under the Development
Schedule to maintain compliance with your Development Schedule. You must only develop one franchised
business during the first development period under the Development Schedule. We will review and approve
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locations under the Development Agreement in accordance with the same time periods and in the same manner
that we do under the Franchise Agreement since you are obligated to execute a separate Franchise Agreement in
connection with each Studio you develop under the Development Agreement.

C. Our Obligations During the Operation of the Franchised Business

Except as listed below, we are not required to provide you with any assistance.
During the operation of your Studio, we will:

1. Provide you with refresher training, periodic seminars, advice and assistance, to the extent we deem
necessary in our sole discretion (Sections 3.2(b), 3.2(d) and 3.3 of Franchise Agreement). Spenga
does not provide delivery or installation of equipment, signs, fixtures, opening inventory, and
supplies. Spenga only provides names of Required Suppliers. At your request, we may furnish
additional guidance and assistance and we may charge the per diem fees and charges we establish
periodically.

2. Assist with sales promotions for use in your franchise (Sections 3.5 and 5.5 of Franchise Agreement).

3. Provide you with general guidance on operating issues concerning the location, system standards,
marketing programs, etc., to the extent we deem necessary in our sole discretion (Sections 3.4, 5.2,
5.3, 5.5 of Franchise Agreement).

4. Provide you with periodic advisory assistance, to the extent we deem necessary in our sole discretion
(Section 3.3 of Franchise Agreement). If you request such additional assistance, we may require to
you pay our costs and our then-current training fee for providing such assistance.

5. Provide you with a list of written specifications for and Required Suppliers who can install products,
merchandise, accessories, fixtures, furnishings, equipment, signs, etc., as well as of Required Items
(Sections 3.4, 3.6, 5.3(d)-(e) of Franchise Agreement).

6. Provide you with ongoing marketing directives and programs, as we deem appropriate from time to
time (Section 3.5 of Franchise Agreement).

7. Assist you in setting prices as allowed by applicable law. Prices will be periodically updated in the
Operations Manual as business conditions warrant. We do not guarantee that by following ourpricing
requirements you will earn any specific level of sales or profitability (Section 5.9 of Franchise
Agreement).

D. Advertising and Marketing

Local Marketing Requirement

You must spend a minimum of $3,000 to $4,000 each month (not including labor charges) on local
advertising for your Studio. We will specify the exact minimum, and we may revise this amount from time to
time. We recommend that you vary your marketing efforts, as detailed more fully in the Operations Manual.
Advertising expenditures include: (a) amounts contributed to advertising cooperatives; and (b) amounts spent
for advertising media, like television, radio, newspaper, billboards, posters, digital marketing, social media,
email marketing and review management, direct mail, search engine optimization, collateral and promotional
items, advertising on public vehicles (transit and aerial) and, if not provided by us, the cost of producing
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approved materials necessary to participate in these media. Advertising expenditures do not include amounts
spent for items which we, in our reasonable judgment, deem inappropriate for meeting the minimum advertising
requirement, including permanent on-premises signs, lighting, personnel salaries or administrative costs,
transportation vehicles (even though the vehicles may display the Mark), Yellow Pages advertising, discounts,
free offers and employee incentive programs. (Section 5.5(b) of Franchise Agreement).

You must submit to us for our prior approval samples of all advertising and promotion materials not
prepared or previously approved by us and which vary from our standard advertising and promotional materials.
If we do not disapprove of the materials within 10 business days, you may proceed with using the submitted
materials. You may not use any advertising or promotional materials that we have disapproved of. At our request,
you must include certain language in local marketing materials, such as “Franchises Available” and our website
address and telephone number. (Section 5.1(c) of Franchise Agreement).

Search Engine Optimization

You must pay us our then-current search engine optimization fee, which is currently $169 per month,
and otherwise use our Approved Supplier for Search Engine Optimization services. (Section 5.5(h) of the
Franchise Agreement).

Grand Opening Marketing

In addition to your Local Marketing Requirement, and your contributions to the Brand Development
Fund (described below), you must spend between $20,000 and $30,000 for Grand Opening Marketing expenses
for your Studio under a marketing plan developed by you and approved by us. You must use the types of
advertising media that we specify, and you must conduct your pre-sale advertising program during the 90-day
period before your expected opening date and the first 30 days following opening. You must submit to us for
our prior approval samples of all advertising and promotion materials not prepared or previously approved by
us and which vary from our standard advertising and promotional materials. If we do not disapprove within 10
business days, you may proceed with the planned advertising. You may not use any advertising or promotional
materials that we have disapproved of. (Sections 5.5(a) of Franchise Agreement).

Brand Development Fund or “Fund”

As of the Issuance Date of this Disclosure Document, we have not yet established the Brand Fund. When
we establish such a Fund in the future, we may require that you contribute an amount equal to up to two percent
(2%) of the NCI of your Studio(s), as disclosed in Item 6 of this Disclosure Document (the “Fund Contribution™).

Fund Contributions may be expended and otherwise used in connection with any activities that we
determine are appropriate to be used for: (i) preparing, directing, conducting, placing, and administering
advertising, marketing, public relations, and/or promotional programs and materials (both traditional and
digital and via the Website); (ii) creating and implementing training tools and/or technology solutions and
related integration tools; and (iii) any other activities that Franchisor determines might enhance and/or support
the System, Proprietary Marks and/or Approved Products or Services. The Brand Fund may also be used to
provide rebates or reimbursements to franchisees for local expenditures on products, services, or
improvements, approved in advance by Franchisor, which products, services, or improvements Franchisor
deems, in its sole discretion, will promote general public awareness and favorable support for the System. . We
will have full control and discretion over the Fund and Fund expenditures to conduct these types of activities,
including without limitation: development of marketing, advertising and related programs and material
utilizing print and digital media; the planning and purchasing of national and/or regional network advertising;
brand development, tests and pilot programs, customer support administration, technology research and
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development related to the brand, promotional events and materials; market research costs; creative and
production costs to pay for any advertising and/or promotional materials; data analysis, research, or anything
related to the consumer, obtaining customer satisfaction information including the costs of a national call center
and mystery shopping, and administrative or personnel costs relating to advertising or other brand development.
We and/or a third-party vendor may provide certain of these services or materials, and we may use the Fund
expenditures to cover or reimburse the applicable portion of the salary of our personnel or third-party fees paid
to perform these activities.

We may charge the Fund for marketing, advertising, and promotional materials at cost, plus any related
administrative, shipping, handling, storage and overhead charges that go to us or an affiliate. Currently, we
intend that Studios owned by us and our affiliates will contribute to the Fund on the same basis as similarly
situated franchisees.

We will administer the Fund and have control over the activities that it covers, including national or
regional media, creative concepts, materials, endorsements, and agency relationships. We or our affiliates may
generate ads in-house and may solicit outside regional or national ad agencies for generating ads. Although the
National Brand Fund is intended to maximize general recognition and patronage of the Proprietary Marks for the
benefit of all Studios, we cannot assure you that any certain Studio will benefit directly or pro-rata from the
placement of advertising. (Section 5.5(c) of Franchise Agreement).

We will account for the Fund Contributions separately from our other funds and not use the Fund for
any of our general operating expenses, except to compensate us for the reasonable salaries, administrative costs,
travel expenses and overhead we incur in administering the Fund and its programs, including conducting
market research, preparing advertising, promotion, and marketing materials, and collecting and accounting for
Fund Contributions. The Fund is not a trust, and we do not owe you fiduciary obligations because of our
maintaining, directing, or administering the Fund or any other reason. The Fund may spend in any fiscal year
more or less than the total Fund Contributions in that year, borrow from us or others (paying reasonable interest)
to cover deficits, or invest any surplus for future use. We will use interest earned from Fund Contributions to
pay costs before spending the Fund's other assets. We do not intend to use Fund Contributions for advertising
that principally is a solicitation for the sale of franchises, except that we may use/display the phrase “Franchises
Available” on all advertising/marketing or other activities covered by the Fund.

We will prepare an unaudited, annual statement of Fund collections and costs and give it to you upon
written request. We may incorporate the Fund or operate it through a separate entity if we deem appropriate.
Currently, we expect that our affiliate-owned Stores will contribute to the Fund in the same manner that each
franchised Store is required to contribute, but they do not have an agreement with us requiring them to do so.

We are not required to spend any of your Fund Contributions in the Designated Territory you are
granted under your Franchise Agreement, and we will provide you with an accounting of the Fund within 120
days after our fiscal year end (upon your written request). We are not required to have the Fund audited, but
we may do so and use the Fund Contributions to pay for such an audit. If we do not spend all Fund Contributions
in a given year, we may rollover any excess contributions into the Fund for use during the following year. We
will have the right to modify or discontinue the Fund, as we deem appropriate in our sole discretion. (Franchise
Agreement, Section 5.5).

Advertising Council. Currently, we have not established an advertising council (the “Advertising Council”),
but we reserve the right to do so in the future. If we establish an Advertising Council, it will serve in an advisory
capacity to us with respect to certain advertising expenditures, including providing advice/guidance on how to
administer the Fund (if established in the future). At our discretion, the Advertising Council may be comprised
of our management representatives, employees, you and/or other franchisees in the System. We will have the
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right to modify or dissolve an Advertising Council (if created) at any time. (Franchise Agreement, Section 5.5).

Regional Advertising Cooperatives (“Cooperatives”’). We reserve the right to establish and administer regional
advertising cooperatives that are comprised of a geographical market area that contains two or more Studios
(whether a Studio or Affiliate-owned) (each a “Cooperative”). If we assign your Studio to a Cooperative we
establish, you must work with the other Studio owners in your Cooperative and us to develop and implement
regional advertising campaigns designed to benefit all the Stores within the geographical boundaries of the
Cooperative. 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 Local Marketing Requirement in any given month) (Franchise Agreement,
Section 5.5). We will have the right to establish, modify, merge, and dissolve the Cooperative as we deem
appropriate. Any amounts you expend on Cooperatives will be credited towards your Local Marketing
Requirement.

Presales Social Media Coordinator. You are required to use our Approved Supplier for presales marketing.
You will pay this amount directly to our supplier for the period of 90-120 days prior to opening. Our Approved
Supplier currently charges $375 per month for these services. (Franchise Agreement, Section 5.5).

E. Training
Initial Training for Owner/Operator and/or Designated Manager

We will provide you (or your principal that will be responsible for the day-to-day management of your
Studio if you are an entity) and, if appropriate, your Designated Manager, with the component(s) of our initial
training program regarding the operation and management of a Studio, with such training taking place at our
corporate headquarters or designated training Studio currently located in Illinois (the “Corporate Initial
Training”). We reserve the right to hold any portion or all the Corporate Initial Training virtually or otherwise
via remote learning. You must successfully complete the Corporate Initial Training program before you engage
in any pre-sale marketing activity. We estimate that the Corporate Initial Training will last for approximately six
to seven business days (up to 4 days in-person and up to 3 days virtually), and you and your Designated Manager
(if applicable) must attend and complete the Corporate Initial Training prior to the opening of your Studio. In
addition to the Corporate Initial Training, we may provide certain, additional components of our initial training
program to you and your management that is designed to introduce you to the System and brand generally
remotely via telephone calls, webinars or other learning management system that is made available to you and
the appropriate Studio personnel via the Internet (collectively, the “Remote Initial Training”), which you will be
required to participate in and complete within 60 days of signing your Franchise Agreement (unless we
designated a longer period of time that we designate in writing). (Franchise Agreement, Section 3.2(a)(i)).

We do not charge a fee for you and up to two (2) other individuals to attend the Corporate Initial Training,
provided all individuals attend this training at the same time as you prior to the opening of your Studio. Corporate
Initial Training generally lasts three (3) days. Any additional individuals that wish to attend must pay our then-
current initial Training Fee as described in Item 6 unless we agree otherwise in writing. (Franchise Agreement,
Section 3.2(a)(iii)).

Before you or any designated trainee may attend the Corporate Initial Training, you must complete the
following pre-opening responsibilities under your Franchise Agreement: (i) submit, and obtain Franchisor’s
approval of, your Grand Opening Marketing plan for the Studio; (ii) demonstrate that Franchisee has pre-paid all
amounts in connection with the foregoing plan; (iii) undertake all steps to establish and provide us with access to
your EFT Account consistent with your Franchise Agreement, including providing Franchisor and/or its designee
with a signed and completed copy of the authorization form attached to the Franchise Agreement and any other
authorizations and approvals necessary for us or our designee to access such EFT Account; (iv) demonstrate that
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you have obtained all required insurance coverages as set forth in this Agreement and the Operations Manual;
and (v) provide us with completed and signed copies of all agreements and contracts that are attached as Exhibits
to your Franchise Agreement, to the extent such documents have not been signed or need to be updated or
completed at that time (collectively, the “Training Pre-Conditions™). (Franchise Agreement, Section 3.2(a)(ii)).

Initial On-Site Assistance, including Initial Instructor Training

Once you and all required trainees successfully complete the Corporate Initial Training, then we will
provide up to four (4) days of on-site assistance at the approved site of the Studio (the “Initial On-Site
Assistance”) to you and the initial personnel of the Studio, including all initial individuals you intend or expect
to provide the Approved Services to Studio clientele (each, an “Instructor”), as Franchisor determines
appropriate in its discretion. You must ensure that you, your Designated Manager (if any), all initial Instructors
and other then-current personnel of the Franchised Business are present and participate in any Initial On-Site
Assistance that we determine to provide. (Franchise Agreement, Section 3.2(b)).

As part of the Initial On-Site Assistance, all prospective Studio Instructors must participate in and
successfully pass through our prescribed instructor-focused training and demonstrate its ability to provide the
Approved Services in the Studio setting via a “practice session” or similar hands-on method that we prescribe in
the Operations Manual, training manuals or otherwise in writing (collectively, the “Instructor Training”) before
that Instructor provides any Approved Services to any Studio clientele. Instructor training lasts up to four (4)
days (Franchise Agreement, Section 3.2(b)(ii)). The minimum experience that any Studio Instructor will have is
6 months.

Initial Training Program Details

Below, please find an overview of our Initial Training Program as of the Issuance Date of this Disclosure
Document, which includes certain portions of our Initial On-Site Assistance:

Initial Training Program

Hours of Hours of
Subject Classroom On-the-Job Location
Training Training
Cultivating the 0.5 1 Our corporate headquarters or other
Member E