"y

L

~ Received !
LA Mailroom

MAR 3 0 2’018

FRANCHISE DISCLOSURE DOCUMENT

FRANCHISOR
. Code Ninjas, LLC
»m A'Texas limited liability compagy DDarment of
A== CODE N|N]JAS 11200 Broadway Street, Suite 2731511538 Oversight
- L Pearland, Texas 77584

(855) 446-4652
ihfo@(:odeninj'as com

R R

.nlhh.‘d,mh

As a franchisee, you will operate a learning center providing child focused educational programs,
including, subjects such as computer programming, coding, math, logic and teamwork, under the name
“Code Ninjas.”

The totdl investment necessary to begin operation of a Code Ninjas franchise is from $110,140 to
$353,270. This includes $26,440.to. $35,270 that must be paid:to us as the franchisor or our affiliate.

We may offer to enter into :an area development agreement to establish, and operate a certain number of
Code Ninjas franchises at specific locations under individual franchise agreements. We will enter into
area development agreements under which at least two Code Ninjas franchises will be déveloped. The |
area development fee will be equal to $24,000 for your first Code Ninja franchise, plus $20,000
multiplied by the number of .additional Code Ninjas franchises to be developed under the area
development agreement, The area development fee will then be credited toward the franchise fee owed

for éach: Code ijas franchise developed. Your estimated initial investment will vary based on the
number of Code Ninjas franchises to be developed.

This Disclosure Document. summarizes certaini provisions of your franchise agreement and other |
information in plain English. Read this Disclosure Document and all .accompanying agreements
carefully. You must receive the Disclosure Document at least 14- calendar days before you sign-a |
binding agreement with, or make any payment to the franchisor or an affiliate in connection with the
proposed franchise sale. Note, however, that no government agency has verified the information
contained in this document.

You may wish to receive your Disclosure: Docurhent in another format that is more convenient for you.
To discuss the availability of disclosures in different formats, contact Marty Flanagan, Code Ninjas,
LLC, 11200 Broadway Street, Suite 2731, - Pearland, Texas 77584, (855) 446-4652,
marty@codeninjas:com. The terms of your contract will govern your franchise relationship. Don’t rely
on the Disclosure Document -alone to understand your contract. Read all of your contract carefully.
Show your contract and this Disclosure Document to an advisor; like 4 lawyer or.an accountant.

Buying a franchise is a complex investment. The information in this Disclosure Document can help you
make up your mind. More information on franchising, such as “4 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 wiiting to the FTC at
600 Penn’sylvani‘a Avenue, NW, Washington, DC 20580. You can also visit the FTC’s home page at |

www.fic.gov for additional information. Call your state agency or visit your public library for other
sources of information on franchising.

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

Issuance Date: March 30,2018
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STATE COVER PAGE

Your state may have a franchise law that requires a franchisor to register or file with a state
franchise administrator beforé offering or selling in your state. REGISTRATION OF A
FRANCHISE BY A STATE DOES NOT MEAN THAT THE STATE RECOMMENDS THE
ERANCHISE OR HAS VERIFIED THE INFORMATION IN THIS DISCLOSURE
DOCUMENT.

Call the state franchise administrator listed in Exhibit 1 for information about the franchisor,
about other franchisors, or about franchising in your state.

MANY FRANCHISE AGREEMENTS DO NOT ALLOW YOU TO RENEW
UNCONDITIONALLY AFTER THE INITIAL TERM EXPIRES. YOU MAY HAVE TO
SIGN A NEW AGREEMENT WITH DIFFERENT TERMS AND CONDITIONS IN ORDER
TO CONTINUE TO OPERATE YOUR BUSINESS. BEFORE YQU BUY, CONSIDER
WHAT RIGHTS YOU HAVE TO RENEW YOUR FRANCHISE, IF ANY, AND WHAT
TERMS YOU MIGHT HAVE TO ACCEPT IN ORDER TO RENEW.

Please consider the following RISK FACTORS before you buy this franchise:

L. THE FRANCHISE AGREEMENT AND AREA DEVELOPMENT AGREEMENT
REQUIRE THE FRANCHISEE TO MEDIATE, ARBITRATE OR LITIGATE ONLY
IN TEXAS. OUT OF STATE MEDIATION, ARBITRATION OR LITIGATION MAY
FORCE YOU TO ACCEPT A LESS FAVORABLE SETTLEMENT OR DISPUTES.
IT MAY ALSO COST MORE. TO MEDIATE, ARBITRATE OR LITIGATE WITH
THE FRANCHISOR IN TEXAS THAN IN YOUR HOME STATE.

2. THE FRANCHISE AGREEMENT AND AREA DEVELOPMENT AGREEMENT
STATE THAT THE LAW OF TEXAS GOVERNS THE AGREEMENTS, AND THIS
LAW MAY NOT PROVIDE THE SAME PROTECTIONS AND BENEFITS AS
LOCAL LAW. YOU MAY WANT TO COMPARE THESE LAWS.

3. ALL. THE OWNERS OF THE FRANCHISE WILL BE REQUIRED TO SIGN
PERSONAL GUARANTEES. THIS REQUIREMENT PLACES THE PERSONAL
ASSETS OF THE FRANCHISE OWNER(S) AT RISK.

4. THERE MAY BE OTHER RISKS CONCERNING THIS FRANCHISE.

We may use: the services of one-or more FRANCHISE BROKERS ot referral sources to assist us
in selling our franchise: A franchise broker or referral source. is our agent and represents us; not
you. We pay this persona fe¢ for selling our franchise or referring you to us. You should be
sure 10:do-your own finvestigaﬁon of the franchise.
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STATE EFFECTIVE DATES

The effective dates-of this Disclosure Document in the states listed: below are:

il

i

“ STATE -

- EFFECTIVE DATE -

P

L]

California

Hawaii

Hlinois

Indiana

Maryland

Michigan

Minnesota

New York

North Dakota

‘Rhode Island

South Dakota

Virginia

Washihgton

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

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

‘Ea;;h of thet,follquving provisions. is void and. unenforceable if contained in any documents
relating to a franchise:

(A) A PROHIBITION ON THE RIGHT OF A FRANCHISEE TO JOIN AN
ASSOCIATION OF FRANCHISEES.,

(B) A REQUIREMENT THAT A FRANCHISEE ASSENT TO A RELEASE,
ASSIGNMENT, NOVATION, WAIVER, OR ESTOPPEL WHICH DEPRIVES A
FRANCHISEE OF RIGHTS AND PROTECTIONS PROVIDED IN THIS ACT. THIS SHALL
NOT PRECLUDE A FRANCHISEE, AFTER ENTERING INTO A FRANCHISE
AGREEMENT, FROM SETTLING ANY AND ALL CLAIMS.

(C)y 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 PROVISIONS 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 FRANCHISED BUSINESS ARE NOT SUBJECT TO COMPENSATION. THIS
SUBSECTION APPLIES ONLY IF: (i) THE TERM OF THE FRANCHISE IS LESS THAN 5
YEARS; AND (ii) THE. FRANCHISEE IS PROHIBITED BY THE FRANCHISE OR OTHER
AGREEMENT FROM CONTINUING TO CONDUCT SUBSTANTIALLY THE SAME
BUSINESS UNDER ANOTHER TRADEMARK, SERVICE MARK, TRADE NAME,
LOGOTYPE, ADVERTISING, OR OTHER COMMERCIAL SYMBOL IN THE SAME AREA
SUBSEQUENT TO THE. EXPIRATION OF THE FRANCHISE OR THE FRANCHISEE
DOES NOT RECEIVE AT LEAST 6 MONTHS ADVANCE NOTICE OF FRANCHISOR'S.
INTENT NOT TO RENEW THE FRANCHISE.
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(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:

® THE FAILURE OF THE PROPOSED FRANCHISEE TO MEET THE
FRANCHISOR'S THEN CURRENT REASONABLE QUALIFICATIONS OR STANDARDS.

(i) THE FACT THAT THE PROPOSED TRANSFEREE IS A
COMPETITOR OF THE FRANCHISOR OR SUBFRANCHISOR.

(iiiy THE UNWILLINGNESS OF THE PROPOSED TRANSFEREE. TO
AGREE IN WRITING TO COMPLY WITH ALL LAWFUL OBLIGATIONS.

(ivy THE FAILURE OF THE FRANCHISEE OR PROPOSED
TRANSFEREE TO PAY ANY SUMS OWING TO THE FRANCHISOR OR TO CURE ANY
DEFAULT IN THE FRANCHISE AGREEMENT EXISTING AT THE TIME OF THE
PROPOSED TRANSFER.

(H) A PROVISION THAT REQUIRES THE FRANCHISEE TO RESELL TO THE
FRANCHISOR ITEMS THAT ARE NOT UNIQUELY IDENTIFIED WITH THE
FRANCHISOR. THIS SUBDIVISION DOES NOT PROHIBIT A PROVISION THAT
GRANTS TO A FRANCHISOR A RIGHT OF FIRST REFUSAL TO PURCHASE THE
ASSETS OF A FRANCHISE ON THE SAME TERMS AND CONDITIONS AS A BONA
FIDE THIRD PARTY WILLING AND ABLE TO PURCHASE THOSE ASSETS, NOR DOES
THIS SUBDIVISION PROHIBIT A PROVISION THAT GRANTS THE FRANCHISOR THE
RIGHT TO ACQUIRE THE ASSETS OF A FRANCHISE FOR THE MARKET OR
APPRAISED VALUE OF SUCH ASSETS IF THE FRANCHISEE HAS. BREACHED: THE

- LAWFUL. PROVISIONS OF THE FRANCHISE AGREEMENT AND HAS FAILED TO

CURE THE.BREACH IN THE MANNER PROVIDED IN SUBDIVISION (C).
O A PROVISION WHICH PERMITS THE FRANCHISOR TO DIRECTLY OR
INDIRECTLY CONVEY, ASSIGN, OR OTHERWISE TRANSFER ITS OBLIGATIONS TO
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FULFILL CONTRACTUAL OBLIGATIONS TO THE FRANCHISEE UNLESS PROVISION
HAS BEEN MADE FOR. PROVIDING THE REQUIRED CONTRACTUAL SERVICES.

* k] *K *

IF THE FRANCHISOR'S MOST. RECENT FINANCIAL STATEMENTS ARE
UNAUDITED AND SHOW A NET WORTH OF LESS THAN $100,000.00, THE
FRANCHISOR MUST, AT THE REQUEST OF THE FRANCHISEE, ARRANGE FOR THE
ESCROW OF INITIAL INVESTMENT AND OTHER FUNDS PAID BY THE FRANCHISEE
UNTIL THE OBLIGATIONS TO: PROVIDE REAL ESTATE, IMPROVEMENTS,
EQUIPMENT, INVENTORY, TRAINING, OR OTHER ITEMS INCLUDED IN THE
FRANCHISE OFFERING ARE FULFILLED. AT THE OPTION OF THE FRANCHISOR, A
SURETY BOND MAY BE PROVIDED IN PLACE OF ESCROW.

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

% ok %k ok
THE NAME AND ADDRESS OF THE FRANCHISOR'S AGENT IN THIS STATE
AUTHORIZED TO RECEIVE SERVICE OF PROCESS IS: MICHIGAN DEPARTMENT OF
COMMERCE, CORPORATIONS. AND SECURITIES BUREAU; 6546 MERCANTILE WAY,
P.O. BOX 30222, LAN SING, MICHIGAN 48910.

* % % %
ANY QUEVS‘TIONS REGARDING THIS NOTICE SHOULD BE DIRECTED TO:

STATE OF MICHIGAN DEPARTMENT OF THE ATTORNEY GENERAL
G. MENNEN WILLIAMS BUILDING; 7™ FLOOR
525 W. OTTAWA STREET
~ LANSING, MICHIGAN 48909
TELEPHONE NUMBER: (517) 373-7117
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ITEM 1
THE FRANCHISOR, AND ANY PARENTS,; PREDECESSORS AND AFFILIATES

The Franchisor

Code Ninjas, LLC, a Texas limited liability company (“we” or “us” or “our” or “Code
Ninjas, LLC”), is the franchisor. We and our parent and affiliates have our principal place of
business. at 11200 Broadway Street, Suite 2731, Pearland, Texas 77584. We were formed on
August 17, 2016. We conduct business urnder the: name and mark “Code Ninjas” and related
names, marks and slogans.

We aré a franchising ¢ompany which promotes and ‘sells franchises for the operation ‘of
‘Code Ninjas centers. We do not own or operate a center of the type being franchised, although
we have an affiliate that.does. 'We have not offered franchises in any other line of business, and
we. are not engaged in any business other than selling franchises for Code Ninjas centers. We.
have offeréd franchises sirice Novémber 2016

Our agent for service of process is David Graham. His principal business address is
11200 Broadway Street, Suite 2731, Pearland, Texas 77584. If we have an agent for service of
proeess in your state, we disclose that agent in Exhibit 1.

Our Parents, Affiliates and Predecessors

We are owned by -our parent, FranchiCzar, LL.C, a Texas limited liability company
formed October 5, 2016 (“FranchiCzar”).  FranchiCzar is ultimately owned by its parent,
Graham Venturés, Inc., a Texas corporation formed April 29, 2016. FranchiCzar will be the:
designated supplier of certain. products and services to our franchlse‘es including custemer
payment processing, among, others that we:may designate.

The original Code Ninjas center began operations.March 2017 at 12810 Broadway Street,
Suite 160, Pearland, Texas 77584, and is 6wned by our affiliate, Code Ninjas Pearland, LLC, a
Texas limited liability company formed August 29, 2016.

Our affiliate, Thrifty Geat, LLC, a Texas limited liability company formed on September
28, 2016, will be the designated supplier of certain business and promotional items to our
franchisees, including our proprietary curriculum guides, student wristbands and scanners for
check-in, robotics kits, uniforms, an integrated credit.card swiper, and other-items.

Our parent, nor our affiliates, .are offering, and have never offered, franchises in-any line
of ‘business. We have no other affiliates required to be disclosed ‘in this Disclosure Document.

We have no predecessors.

‘The Franchise Offered

We are offering franchises for centers that operate under the:name “Caode Ninjas,” (each.a
“Code Ninjas Center(s)”). Each Code Ninjas Center is established -and operated using the



format and system we developed (the “System™), and operate at retail locations displaying our
interior trade dress. Code Ninjas. Centers. feature and operate under the Proprietary Marks (as,
described below). Code Ninjas Centers provide child focused educational programs, including
Subjects such as-cemputer programming, coding, math, logic and teamwork. Our interior trade.
dress is. designed to make Code Ninjas Centers welcoming, comfortable, and easily identifiable
for customers. All products and services offered for sale at a Code Ninjas Center are subject to
our approval. We also offer qualified franchisees the option to purchase and operate a mobile
‘edutainment’ trdiler under the name “Dojo2Go” which -enables franchisees to -host: external
gaming events and parties for schools; businesses and other events within their Territory (see
Item 12).. The terms “Code Ninjas Center(s) and “Franchised Center” as used in this documerit
also encompass the operations of the Dojo2Go trailer, should you choose to incorporate this into
your Code Ninjas Center operations:and we allow you to do so.

Code Ninjas Centers are characterized by our System. Seme of the features of our
System include (a) interior and exterior design, decor, color schemes, fixtures, and furnishings;
(b) standards and specifications for products, services equipment, materials, and supplies; (c)
uniform standards, s$pecifications, and procedures: for operations; purchasing and sourcing
procedures; (d) training and assistance; and (€) marketing and promotional programs. We may
periodically change and improve the System.

You must operate your Code Ninjas Center in accordance with our standards and
procedures, as set out in our Confidential Operations: Manuals (the “Manuals”). We will lend
you a copy of the Manuals. for the duration of the Franchise Agreement (or, at our option, we
may make these available to you electronically). In addition, we will grant you the right to use:
our marks, including the mark “Code Ninjas” and any other trade names and marks that we:
designate in writing for use with the System (the “Proprietary Marks”). We may modify the
Proprietary Marks or substitute new Proprietary Marks, See Items I3 and 14 for additional
information regarding the Proprietary Marks and the Manuals.

Franchise Agreement

We offer to enter into franchise agreements (“Franchise Agreements”) (included as
Exhibit 3 to this Disclosure Document) with qualified legal entities. and persons (“you’) that
wish to establish:and operate Code Ninjas Centers. (In.this Disclosure Document, “you’ means
the person-or legal entity with whom we entet into an agreement. The term “you” also refers to
the direct and indirect owners of a. corporation, partnership, or limited liability company that
signs a Franchise Agreement as the “franchisee”.)

Under a Franchise Agreement, we will grant you the right (and you will accept the
obligation) to-operate a Code-Ninjas Center at an-agreed-upon specified location (the “Approved
Location”). (In this Disclosure Document, the term “Franchised Center” means the Code

Ninjas Center franchised to you.under a Franchise Agreement.),

7 If you:are not an individual, then.you must designate one of your owngrs?'wh'o/ must be an
individual person with at least a ten percent (10%) ownership interest in the franchisee legal
entity, aind who must be réasonably acceptable to us to assume the responsibilities of general
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oversight and management of your Franchised Center (the “Designated Principal”). You must
also designate either the Designated Principal or a “General Manager” (subject to our

reasonable approval) to assume the full-time responsibility for daily supervision and operation of

the Franchised Center.

Area Development Agreement

We may also offer to enter into an area development agreément (the “Area Development
Agreement”) (included as Exhibit 4 to.this Disclosure Document) with qualified legal entities
and persons (an “Area Developer”), which grants the rlght to establish and operate a specified
number of Code Ninjas Centers. in a. specified area (the “Development Area”) at specific
locations that muist be approved by us, each under a separate Franchise Agreement. We will
enter into Area Development Agreements under which at least two Code Ninjas Centers will be
developed by an Area Developer.

Area Developers must open each Code Ninjas Center inaccordance: with an agreed upon
opening schedule (the “Development Schedule”). The Development Schedule will be set forth
in Exhibit A of the. Area Development Agreement. The Area Developér exercises its right. to
open Code Ninjas: Centers by entering into a separaté Franchise- Agreement for eéach Franchised
Center opened. The Franchise Agreement for each subsequent Franchised Center to be
developed under the Area Development Agreement will be Franchisor’s then-current form of
Franchise Agreement, the terms of which may differ from the terms of the: first Franchise
Agreement signed simultarieously with the Area Development Agreemeiit.

Non-Use And Non-Disclosure Agreement

You will be required to sign a Non-Use And Non-Disclosure, Agreement prior to
receiving information from us we deem to be confidential. This Non-Use And Non-Disclosure
Agreement is included as Exhibit 5 to this Disclosure Document:

The Market and Competition

'The marketfor children’s educational businesses is well developed and competitive. You
will serve the general public and. will compete with a variety of businesses, from locally owned
to national and chain businesses. These businesses. compete on the basis. of factors such as price,
service, location and quality. These businesses are often affected by other factors as well, such
as changes. in consumer habits, economic conditions, populatiofi and travel pattetns.

We may establish other Code Ninjas Centers in your area (if permitted under the
Franchise Agreement) and/or sell or license othérs. to sell products. and/or sefvices. in your-area.
Also, we may sell related. products through wholesalers, distributers, the Internet, toll-free
telephone numbers, catalogs, or other similar means of distribution to customers at any location,
whether or not located in your area. See Ttems 12 and 16 for a description of your permitted and
restricted activities and rights, as well as our permitted and restricted activities and rights: To the
extent your Franchised Center may- be located near another Franchised Center, you may appear
to oractually compete with other Cede Ninjas.Centers.
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Industry Specific Regulations:

You must comply with all local, state and federal laws that apply to your Franchised
Center operations, including health, sanitation, no smoking, EEOC, OSHA, discrimination,
employment, and sexual harassment laws. The Americans with Disabilities Act of 1990 requires
readily accessible accommodations for disabled people and may affect your building
construction, site design; eéntrance ramps, doers, seating, bathrooms, dr‘mkm‘g,facmtles‘ etc. You
must also obtain real estate permits, licenses and operational Iicense's. There may be other laws
applicable to your business and we urge you to make further inquiries about these:laws:

Among the other licénses and permits you may need are: Zoning or Land Use Approvals,
Sunday Sale Permits, Sales and Use Tax Permits, Fire Department Permits, Health Permits,
Alarm Permits, County Occupational Permits, Retail Sales Licenses and Wastewater Discharge
Permits. You will also have to .comply with any general laws -and regulations relating to the
acceptance, of credit cards, including Payment Card Industry Data. Security Standard. There may
be other laws, rules or regulations which affect your Franchised Center, includ‘ing laws
concerning the protection of customers™ personal information and data security, minimum wage
and labor laws, as well as The Affordable Care Act.

You must also comply with all applicable local, state and federal laws that require
educators, learing center employees and others to obtain required background checks and
fingerprinting: In Texas, which is where we are headquartered, background checks and
fingerprinting ‘are required by the Texas Education Agency and conducted through the Texas
Department of Family and Protective Services. We also require that you and all employees and.
staff members pass a background.check prior to -commencing work in the Franchised Center, and
on a periodic basis thereafter, that is free of any sexual and/or violent .offenses, any offense
involving moral turpitude, and/or any other crime or offense that we believe is reasonably likely
to have. an adverse effect on the System or the Proprietary Marks. If you ¢lect to include the
Dojo2Go mobile trailer as part of your business, you may need to. obtain certain licenses or
permlts for the operation of the trailer and for certain events, in addition to complying with local
zoning and other requirements.

. The United States enacted the “Uniting and Strengthemng America by Providing
Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 20017 (the “USA Patriot
Act”). We are required to comply with the USA Patriot Act: To help us comply with the USA.
Patriot Act, we ask you in the Franchise Agreement to confirm for us that neither'you nor your
directors, officers, shareholders, partners, members, employees, or agents are suspected terrorists
or persons ‘associated with suspected terrorists. or are under investigation by the U.S. government
for criminal activity. You may review the Patriot Act and related regulations .at:
http://www_treasury.gov/offices/enforcement/ofac/sdn.

©'2018:Code Ninjas, LLC 4
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ITEM 2
BUSINESS EXPERIENCE

David Graham: Manager and Founder

Mr. Graham is our founder and has been our Manager since our 'inception. From April
2010 to July 2016 he was the President and Chief Executive Officer for Coder For Rent, LLC,
DBA Coder‘Camps, in the greater Houston, Texas area.

Theparid “Bert” Sintuphant: Director of Operations

Mr. Sintuphant has been our Director of Operations since our inception. From January
2013 to August 2016 he was the Chief Operations Officer for Coder For Rent, LLC, DBA Coder

Camps; in the greater Houston, Texas area. From March 2011 to February 2013 he was a Senior

Business Analyst for Stuart Title-in Houston, Texas.

Marty Flanagan: Director of Franchising

M Flan’agan has been our Director of Franchisiqg since our inception. From August
2004 to. October 2016 he was the Director of Corporate Facilitiés for Anytime: Fitness near St.
Paiil; Minhesota..

Jeffrey Thames: Director of Franchise Development

Mr. Thames has been our Director of Franchise Development since: April 2017. From
January 2013 to April 2017, he was the Director of Development for Red’s Savoy Franchise,
LLC, an entity developing franchises offering pizza and related items. and headquartered in
Edina, Minnesota. He also served as President of Thames Holdings, LLC, in Mendota Heights;
Minnesota, a firm specializing in assisting franchises and small companies with their growth
initiatives from July 2012 to April 2017.

ITEM 3
LITIGATION

No litigation is required to be-disclosed in this Ttem.

ITEM 4
BANKRUPTCY

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

©:2018'Code:Ninjas, LLC 5
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ITEM 5
INITIAL . FEES

Franchise Agreement

When you sign'the Franchise Agreement you must pay us an initial franchise fee of
$24,000 (the “Franchise Fee™), unless you are exeeuting-an Area DevelopmentAAg'reement
underwhich you are.committing to develop 2 or mere Code Ninjas-Centers, in which case the
Franchise Fee will be $24,000 for your-fitst Code Ninja Center and $20,000 for each additional
Franchised Center. The Franchise Fee will be fully earned when paid-and non-refundable in
consideration of administrative and other expenses we incur in entering'into the Franchise
Agreement and for our lost or deferred opportunities to enter into the Franchise: Agreement with
others. ‘
Yaeu must pay. the Franchise Fee in full at the time you sign the Franchise Agreement.
Additionally, as described below, if you signed an Area Development Agreement, we will credit
the Area Development Fee you paid toward the Franchise Fee. The Franchise Fee is uniform for
all franchisees. In our last fiscal year, our Franchise Fee was uniformly $20,000, which was our
then-current initial franchise fee.

You will have four (4) months from the date you sign the Franchise- Agreement (the “Site:
Selection Date”) in which to find and secure a suitable site (through lease or purchase) for your
Code Ninjas Center within the area that is designated as your site selection area. Your
Franchised Location must be: opened and operating under -our requirements within eight (8)
months following the execution of the Franchise Agreement (the “Required Opening Date”).
After eight (8) months from the date you sign the Franchise Agreement (the “Royalty Start
Date?), you riust begin paying the Minimum Royalty Fee (see Item 6) to us, subject to the
ability to extend this date for if you pay the extension fee or choose a “to be determined”
territory until you obtain your site; as outlined below.

If you want to extend these timeframes, arid we agree to allow you to do so, you may
either (i) pay a $500 exiension fee to us as a condition to our granting the extension, and will
extend your Site Selection Date, Required Opening Date, and your Royalty Start Date (see
below) by two (2) months; or (ii) agree to release any protected temtory that has been glven to
you and to seek a site for your studio in an area “to be:determined,” in which case we will waive
your Site Selection Date and extend your Required Opening Date for an additional one (1) year
period (so that you have one (1) year and eight (8) months from the execution. of your Franchise
Agreement to both obtain your site and open and begin operating your Franchised Center) which
will also be your Royalty Start Date.

If you do not comply with these requirements, we will place the Franchise Agreement in
default and, if you do not obtain your site or.open within the time: provided for cure, we may
terminate the Franchise: Agreement. We dre not obligated to grant these extensions, and we havé
the right to condition our consent on other requirements. Extension fées are not refundable and
are not credited against any other obligation you may have to us.

‘©2018.CodeNinjas, LLC’ 6
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Area Development Fee

If you are goirig to be an Area. Developer, then you will sign an Aréa Development.
Agreement and pay us an area development fee (the “Area Development Fe¢”). The amount of
the Area Development Fee will be calculated by adding $24,000 for your first Code Ninja Center
to the product of $20,000 times the number of additional Code Ninjas Centers to be: developed
under the: Area Development Agreernent. The Area Development Fee will be due in a lump sum
payment upon the signing-of an Area Development Agreement. The Area Development Fee is
fully earned and non-refundable in consideration of administrative and. other expenses we incur
in entering into the Area Development Agreement, .and for our lost or deferred opportunities to
enter into the Area Development Agreement with othérs. For each Code Ninjas Céntér you open
under the Area Development Agreement, you will not be-charged a Franchise Feeé.

The Area Development Fee is uniform for all area developers.. The extension fees above
may also .apply if we agre€ to allow you to extend the date for opening any Franchised Center

that you agree to open under your Area Development Agreement.

Otlier Initial Fees

Agreement for your email and websnte hostmg (as further- descrlbed in Item 6 and Item l 1) This
fee is currently-$110.00 per month. You will begin paying this fee on the: first day of the month
after you sign your Franchise Agreement and each first of the month thereafter. The ampunt of
this fee that you pay to-us before opening will range from $440 to $770 depending on when you
open your Franchised Center, assuming you 6pen within-our estimated timeframes.

Our affiliate, ThiftyGear, will be the designated 'supplier of certain business and
prométional itéms to our franchisees that must be purchased prior to the: commencement of
operations of your Franchised Center, including our proprietary curriculum guides, student
‘wristbands and scanners for check-in, robotics kits, uniforms, an' infegrated credit card swiper,
and other items. Such items. are: estimated to cost in the range of $2,000 to $10,000. We may.
add or delete from such. items which must be purchased from our affiliate prior to opening, and
on an ongoing basis, at any time. The. fees for the purchase of these produicts and services are
non-refundable. If we do not require that you purchase such items from us or .our affiliate, you
must purchase them from our designated vendor.

ITEM 6
OTHER FEES
. TypeofFee. | +  Amount Date Due : Remar k_s CE
(Note 1) S

Royalty Greater of (i):6%.0f Net | On Monday “Net Sales” means all
(“Royalty Fee”) | Sales or(ii) the after the close revenue related to the

Minimum Royalty Fee | of'each week, operations of the

(Note 3). based on the Franchised Center

Net'Sales for | (excluding customer
©2018 Code Ninjas, LLC' 7
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Amount

Date Due

CNse ) o

that week.
(Note 2)

refunds madé in good faith

and sales taxes collected

and remitted to the proper

authorities).

We provide for remit of
this Royalty Fee and other

| fees due'to us from the
| collection of all your

| customer payments

| through our online-

designated payment
processing website portal
operated by FranchiCzar at
www franchiczar.com that
we have currently
designated, but reserve the
right to change our method
of collection.

| Local.
Advertising and
Promotioen

You must directly
spénd 3% of Net Sales
on your local
advertising and,
promotion.

| As incurred.

We have the right to
require you to provide

proof that these funds weré |

spent, and spend them on
your behalf should you fail
to do so. We offer digital

- marketing services' which
- you may choese to
- purchase fromus which.

count toward this
requirement. The.cost for
these services currently
ranges from approximately
$900 to $1,500 per month.
You are:not required to
purchase these services,
and the services we offer
may change or be
discontinued, or may be
offered by. a third -party
provider. See Item 11
under the heading
“Advertising.”

'©2018/CodeNinjas; LLC
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training and
assistance

$500 per additional
person to attend our

| initial training program;

- and our per-diem

' charge for-additional

training (which is
cutrently $500.00, plus
our-out-of-pocket
costs), per trainer.

Upon. Demand.

You must:pay our then-
current feerto send more

than three. (3) individuals

to our-initial training
program.. If we require, in
oursole discretion, that
additional. training frorm us.
is required or if you ask
that we'(a) provide
additional training,, or (b)
conduct any tiaining
session outside of our
standard training programs

described in this

Disclosure Document, :and
we do. so, then you will
have.to pay -ourthen-
ciifrent per-diem ¢hargé for
extra training plus
expenses that we incur.

See Note. 4 and Item 11
under the heading

“Training.”

| Software.

Licensing Fees.

' Currently, $20 per

student per month.

"On the first of
the. month
‘hereunder.

You are required to pay our

thén-current cost for the
license of any business
operations software or
other software necessary
for use in.your Franchised
Center: Currently; this fee
is to-cover our expenses to
license a component of the
proprietary curriculum,
which wge pass through to
you without mark-up. We:
reserve the right to
implement:additional
proprietary software
systems for all franchisees,
which may requiré up-front
and maintenance fees.and
increase this fee

accordingly. You will

©2018 Code Ninjas, LLC
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" TypeofFee | - Amount ~ DateDue Remarks. -
© Mote Iy - i | . T
1 ' ¢ither pay this feeto us, or
directly to any provider
that we designate-to license }
: software to you. See i
| Note Sand Item 11 under |
the heading “Computer |
| System.”
Email and $110 per month. You.begin { We reserve the right to
Hosting Fees. ‘ ' paying this fee | charge this fee for products
' (“Email and on the: first of and services related to
' Hosting Fees™) the -month informational technology,
| following the including email and
signing of your | website management in
Franchise. connection with the
- Agreement, and | Franchised Center.and
' on the firstof | System.
each month |
| thereafter:.
|
Annual Currently,, $299.00 per | When you You pay this fee once a
Convention attendee based on early | register for the | year, which covers
Registration bird pricing, which may | Annual registration of each
increase up to $599 if Conyention. attendee to our Annual
you register at the door. Convention. The person
We may increase. this | holding a controlling,
fee annually. | interest in your business
‘ and your Designated
| Principal (if different) are
‘ required to-attend:
Product/Supplier | Varies — the costs of | Upon demand, See Note 6.and Item 8.
Testing-and testing and evaluafion. | if incurred.
Evaluation Costs '
Transfer Fee $5,000 under the At time of Note 7. Payable only if
’ Franchise Agreement. ‘ transfer. you make a transfer (as
‘ defined in the Franchise
An Area Developer will Agreement) of an open
pay a transfer fee equal ‘ Franchised Center, which
to.$10,000 for each | includes any sale:or
Code Ninjas Centér not assignment of your
developed, but not less | franchise or your company.
than 50% of the Area : You may not make transfer
Development Fee. * if your Code Ninjas Center
©2018 CodeNinjas; LLC 10
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Amount

Date Due: |

ES

is not-open and operating
under the Franchise

Agreement. We do not
impose-a fee for a transfer
to a.corporation you form

for the convenience.of

owneérship.

Renewal Fee

$2,000

Before renewal.

The Franchise Agréement
‘may be renewed after an
initidl term-of 5 years. You. |}

will only need to pay this
fée if you renew the

Franchise Agreement.

the Area Development

Agreement.

| Charges for
inspections and

| “mystery
customer’ quality
control
evaluation

Will vary under
circumstaiices:

Upon demand,
if incurred.

See Note 8. The: mystery

customer program will be. ‘
separate from our programs |

for customer, surveys-and

customer satisfaction

audits (which may-require
you to-accept coupons
from participating

customers for discounted

or complimentary items).

Late Fee and
Interest-on
Overdue
Payments

A late fee equal to 5%
of 'your overdue
amount, and interest
equal to-1.5% per
month (but.not'more
than any maximum rate
set by law).

At time:the
Overdue.
Payments.are
paid.

Only due if you den’t pay
us the:amounts. you owe: on
time. Interest will be
charged only on overdue |
amounts.and will start to
accrue on the date when ‘
the payment was originally
due..

Dues and
Assessments
Imposed by a
Franchisee
Advisory Couneil

As determined by a
franchisee advisory
council (if established).

Currently —none.

At the times
réquired by a
franchisee

| advisory:

council.

We may form, or requirc
that our franchisées form, a
franchisee advisory

council. If one is formed,

you must become a
member if we require, dnd
you must.pay the fees and

-assessments imposed by

the council.

© 2018 Code "Nir!jas,-.LLC“
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Service Fine

or services

Fype:of Fee . | Amount - Date Due, - Remarks
Center | Will vary under We may require you to
' Refurbishment | circumstances refurbish.your Franchised
‘ i Center to meet our then-
current requirements. for
' décor, layout, etc. We will
| not require you to refurbish
| the.Franchised Center
| more frequently than every
| five years.
| Prohibited - $250 per day’ of use of | In addition to other
i Product.or unauthorized. products remedies:available to. us.

 This:may not be

enforceable under
California law.

you fail to do so.

Audit Expenses | All costs and expenses | Upon Demand. | Payable only if we audit
- associated with the and the audit discloses an
' audit, reasonable understatement in any
" accounting and legal statement or report of 3%
| costs, or more. (You will also
have to pay thermonies
owed and interest on the
underpayment (see
“interest” above).)
Insurance. Our cost to. obtain Upon Demand. | We have the right (but.not
Procurement insurance coverage if’ obligation)to. buy

insurance coverage if you
do not do so.

Relocation Fee

| $1,000, provided that if
| our actual expenses.

exceed this amount,
you must pay the
amount which exceeds
the fee.

Upon demand.

Payable only if you
relocate your Franchised
Center, in order to
reimburse us our costs and
expenses related to an
approved relocation of
your Franchised Center.

Securities
Offering

| Our actual expenses.

Upon demand.

Payable-only if you
propose to engage ina
public:or private securities
offering, to reimburse us.
for our reasonable ¢osts
and expenses (including
legal .and accounting fees)
to evaluate your proposed

_offering.

©2018.Code Ninjas, LLC
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.
LR

T
T

L :

{ Costs'and Will vary under
Attorneys’ Fees circumstances.

Upon Demand.

the expenses we incur
(including reasonable
attorneys’ fees) as a fesult
of your default of the
Franchise Agreement and
to enforce and terminate
the Franchise Agreement.

| Standard Default | Up to. $250. per
Fee violatien.,

Upon Demand.

In addition to any rights
and remedies we may have
under the Eranchise
Agreement, if you breach
certain provisions of your
Franchise Agreement.and
fail to cure the default
during the applicable:cure
period, you must pay'us up
to $250 per month until the
default is cured to offset
our.expenses. incurred to
address the default.

Termination /  unpaid amounts.
Expiration \
Expenses

Our cost:and expense if
'we take action to cure
Additional Cure | :any default by you
Expenses, " under the Franchise
Collection Costs, | Agreement, including
and Post. , costs of collection for

‘Upon demand

Due only if you are in
default under your
Eranchise Agreement, in
which case you must
reimburse us for the
additional expenses we
incur (including reasonable
attorneys’ fees) as:a result
of your.default and to
enforce and terminate your
Franchise Agreement if
necessary. Thisalso
applies if your Franchise

Agreement terminates' or

expires and we incur
expenses. in ensuring your
compliance with the post--
termination and post-
expiration provisions.
Note 9.

© 2018'Code Ninjas, LLE
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* Typeof Fee Amount Date Due Remarks
. (Netel)
' Indemnification | Will vary under Upon Demand: | You must reimburse us if
| circumstances.. we are sued or held liable
for claims arising from
your operation of the
‘ ‘ Franchised Center, as, well
: as your use of the
\ Proprletary Marks in'a
‘ | manner inconsistent with
| our instructions, and any
transfers or securities
offerings that you propose.
Liquidated. See Note 10. Wlthm 15.days | You must pay this fee if we
Damages ' of termination terminate your Franchise
of your Agreement for cause..
Franchise
Agreement for
_ cause.
Explanatory Notes to Item 6 Table:
1. Except as otherwise noted in this [tem 6, we impose and collect all of the fees described

above. None of these fees are refundable. All of the fees described. above in this Ifem 6
are-uniforin for all franchisees, although, we reserve the right to reduce the royalty fee, or
charge a fixed royalty fee, in certain circumstances, in our sole:discretion.

2. We will provide for collection of all your customer payments. through ouronline payment
processing website portal run by our parent, FranchiCzar, at www.franchiczar.com that
we have currently designated, but resérve the right to change. You must establish an
arrangement. for electronic funds transfers (“EFT”) using the Automated Clearing House
method as well as.authorize us to charge your credit card with all amounts due to us and
our affiliates, including, the signing of our current form of “Authorization Agreement for
Prearranged Payments,” a ¢opy of which is attached to the Franchise Agreement as
Exhibit D. You must comply with all payment and reporting procedures specified by us.
No later than Monday of each week we will calculate the amount .of customer payments
received in connection with your Franchised .Center for the preceding week, and shall
remit such amount to you via EFT, less amounts representing the Royalty Fee, Email and
Hosting Fees, EFT fees and merchant services and other processing fees, and all .other
fees. that we require, in addition to any and all other amounts. owed to us or any affiliate
under the Franchise Agreement and all agreements between us and our affiliates you and
your affiliates. Each weekly payment by us to you will be accompanied with a statement
setting' forth the amount of .customer payments received in connection with your
Franchised Center and payments remitted to us: You must pay the then-current
processing cost charged by FranchiCzar for the provision of this service.

©2018(Code Ninjas; LLC 14
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behalf of all franch1sees, and then collect from you the amount of such fees ptorated to
you in order to. reimburse us this cost. Although certain credit card providers charge
different processing fees, we may net calculate the amount you owe by each specific
credit card provider. Instead, we imay simply spréad. the total amount of all credit card
merchant services processing fees attributable to franchisees on a. prorated basis.

You must agree that we may retdin any amournt of customer paymierits as. remittance of
any .amounts owed to us. Payments by you of any and all amoeunts urider thé Franchise
Agreement are considered fully earned upon receipt and non-refundable.

You must agree that we rmay directly charge and collect from any customer (including
any of your customers) certain fées in connéction with our online registration process and
payment system that are in-addition to payment for products :and services provided by’
your Franchised Center. Such, fees charged and collected by us will be fully earned by
us:

Company and affiliate-owned Franchised Centers are not required to pay Royalty Fees.
Company and affiliate-owned Franchised Centers do not have a specific local advertising.
requirement, however will make expenditures in local advertising programs as
appropriate. ‘Company and affiliate owned Franchised Centers will pay the then-
applicable Software. License Fee for the license of any required software.

3. The Minimum Royalty Fee will begin on the first day of the. month following the month
which is eight (8) months from the execution of your Franchised Agreement (the
“Royalty Start Date”), uriless you obtain an. extension to this requirement as outlined in
Item 5. The Minimum Royalty Fee applies. from the Royalty Start Date until your
Franchised Center begins open and operatmg, and is the sum of (i) $500 per month, plus
(ii) 6% of any Net Sales during this time perlod In addition, we reserve the rlght to-
require the Minimum Royalty Fee specifically to the- operation of ‘your Dojo2Go mobile
trailer throughout the term of the Franchise Agreement; should you choose to mcorporate
this service as part of your operatlons 50 that the minimum royalty that you pay in
connection with this service would be a minimum of $500 per month on an ongoing
basis:

4, If you request additional training or assistance, we may charge you our then-current per
diem training fée for the additional training provided; and you will also have te reimburse
us for all out of pocket costs and expenses associated with any additional training,
including lodging, food and travel arrangements of the trainers. Addmonally, if we
determme in our sole dlscretlon that you are in need of addltlonal superv1510n or
case ‘you. agree to also pay our then-curr,ent p‘er diem ,trammg, fee for the addmonal
training provided; and you will alsoe have to reimburse us for all out of pocket costs and
expenses associated with the additional trammg, including ledging, food and travel
arrangements of the: trainers. We may require that you complete refresher and additional
training programs, and ‘we- may offer the programs on a voluntary basis. If you request.
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that we conduct any. additional training sessions (required or voluntary) or Codé Ninjas
Center(s), and we do so, then we may charge you our then-current per diem training fee
for that training we provide, and you will also have to reimburse: us for all out of pocket
costs and expenses described above. ‘Odr current per diem charge is $500 per trainer (we
reserve the right to change our per diem rate in the future). See Item 11 iinder the-
heading “Training” for more detailed information.

S. As described in Item 11 under the heading “Computer System,” we. réquire you to use
certain software, hardware and/or support services in connection with the operation of the
Franchised Center. We 'may require you to pay: us an up-front licensing, fee as well as
ongoing software maintenance fées for any proprietary software that we' develop and
require you to use. We may iincrease this fée during the term upon notice to you to cover
additional costs for the license and support of required software, digital applications and
successor technology and replacements thereto.

6. If you desire to purchase unapproved products or equipment, supplies, services, or
products (other than Proprietary Produicts) from other than approved suppliers, we may
require that our representatives be permitted to inspect, from time to. time, the: supplier's
facilities, and that samples from the supplier be delivered for evaluation and testing either
to.us or to-an independent testing facility designated by us.. You must pay a charge not to
exceed the reasonable cost of the evaluation and testing: See also I[tem 8.

7. You may not transfer the Franchise Agreement if your Code Ninjas Center is not open
and operating in-compliance with that agreement. If'you are an Area Developer, you may
not transfer your area development rights unless: your first Code Ninjas Center is open
and operating under your First Franchise Agreement and you are in compliance with your
Development Schedule (in addition to all other terms of all agreements with us).

8. We may ourselves, or through an independent service, conduct inspections or a “mystery
customer” quality control and evaluation program. You must participate in any such
program, and we may require that you pay the then-current costs for the provision of this
program, or the then-current charges imposed by the evaluation service (as we direct;
either directly to the evaluation service provider orto-us as a reimbursement)..

9. Reimbursement to us of all costs and experises associated with your default of the
Franchise Agreement, including but nof limited to, collections costs, cests and
commissions paid or due to a collection agency, reasonable attorneys’ fees, costs:incurred
in creating or replicating reports demonstrating Net Sales or other aspects ‘of your
business, court costs; expert witness fees, discovery. costs and reasonable attorneys’ fees
and costs on appeal, together with interest charges on all of the forégoing. In-addition; if
you breach the Franchise Agreement, we have the right (but not the:obligation), to take
such action as we deem appropriate to-cure the breach on your behalf.

10.  If we terminate your Franchise: Agreement for cause, you must pay us within 15 days
after the effective date of termination liquidated damages equal to the lesser of (a) the
Royalty Fee that owed to us during the 52 weeks of operation preceding the effective date
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of tenhinatio,n§ or (b) the average weekly amount owed during such 52 week period
multiplied by the number of weeks remaining in the Franchise Agreement had it not been

terminated.

ITEM 7

ESTIMATED INITIAL INVESTMENT

YOUR ESTIMATED INITIAL INVESTMENT

Type of

Method of

“When |

To Wli_om

\
-1
S

!

'Fee

$20,000 to $24,000

{ the Franchise

- : ;

}' Expenditure -| Amount ~ Payment Due | Payment is to'|
. (Note1) _ ] . = ~__beMade |
Initial Franchise Lump sum | When you sign | Us

(Note 2) Agreement
Business: As arranged Asincurred | Local and
Licenses & $200 to $1,000 ' | other state
Incorporation | government
' (Note 3) agencies
' Leasehold As arranged As arranged Independent
' Improvements $25,000 to $126,000 contractors,
(Note 4) Lessor
Fixtures, As arranged As incurred ‘| Us, our
| Furnishings & | $30,000 to $120,500 Affiliate or
Equipment Approved
- (Note 3) Suppliers
- Computer and As arranged As incurred Us, our
' Point of Sale $940 to $2,770 Affiliate or
System Approved
(Note 6) Suppliers
- Architect/ As arranged: As arranged Approved
Engineering $2,500 to $1.0,000 Suppliers
' Fees. (Note 7)
Rent, Security As arranged. As arranged Lessor, Utility’

Depositsand | $4,000 to $12,000 companies

 Utility Deposits

- (Note 8) , ]

Other - .As arranged As arranged Various

: Professional $500 to $3,000 service
Fees providers
(Note 9) , | '

Insurance $500 to. $4,000 As arranged As arranged Insurance.

' Deposit ' providers

| (Note 10)
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Typeof .| . v w1 Method of When | ToWhom
Expendlture e Amoéunt .. | Payment Diie | Payment is to
" (Note. 1) Lo , I | _beMade
Initial Inventory | , As:arranged As incurred Us, our
of Product and. | $5,000to $12,000 | Affiliate or
Supplies ! | Approved
(Note 11) | ‘ Suppliers.
Training | Asarranged | No Payment Approved
Expenses $1,000 to $2,500 Required Suppliers and
(Note 12) (. ? | your
' , , ) , | employees :
| Grand Opening | As.arranged As arranged Approved |
Advertising $5,000 Suppliers
| (Note 13)

Asarranged | Only due if Us
| requestingan
‘ extension to

| Extension Fee | $500 | your site

| selection date
or required

| opening date

. Additional Asarfanged | As needed Approved

' Funds ‘(for-the $15,000te $30,000 | Suppliers,
initial 3 months | employees and
of ‘operations) othercreditors

(Note 14)

TOTAL $110,140 to

‘ ESTIMATED $353,270

 INITIAL
' INVESTMENT

Explanatory Notes to Item 7 Table:

1. General — ' We do not impose or collect the fees or costs described in this Item 7, except:

for the items noted with “Us” in the. column labeled “To: Whom Paid.” Except as described
below, all fees-and amounts that you must pay to us are non-refundable. For ary amounts paid to
third parties, the availability and: conditions. under -which you may obtain refunds will depend on

the terms offered by those third party suppliers. We do not offer our franchisees ﬁnancmg for

any part of ‘the initial investmerit (see Item 10 for additional information). Our estimates in this
Item 7 are based on our current prototype for Code Ninjas Centers :and our knowledge of
business practices and conditions in the general marketplace. They are; however; only estimates.
and by their nature may ‘change from time to-time and may vary from location to location. The
figures do not provide for your cash needs to cover financing incurred by you or your other
. expenses. You should not plan to draw income from the: operation during the start-up and
developmental stage of your business, the actual duration of which will vary materially from
location to location and cannot be predicted by us for your Franchised Center (and which. may
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extend for longer than the three month “initial period” described in Note 14 of this Itém 7). You.
must have additional sums available, whether in cash or through :a bank line of credit, or have
other assets which you may liquidate or against which you may borrow, to cover other expenses

and any operating losses you may sustain, whether during your start-up and development stage,
or beyond. The amount of necessary reserves. will vary greatly from franchisee to franchisee: and

will depend upon many factors, including the rate of growth and success of your Franchised
Center, which will in turn. depend upon factors such as the: demographics and economic

conditions in the area in which yeur Franchised Cénter is located, the presence of other Code

Ninjas Centers, public awareness: of our business, your -ability to operate. efficiently .and in

conformance with the System, and competition. Because the exact amount of reserves will vary

and carinot be meaningfully estimated, we urge you to carefully review these figures and the
figures you obtain from your own inquiries with an experienced business advisor, such as an

accountant or consultant, or a legal advisor, before making .any decision to purchase a Code

Ninjas Center franchiseror any other Franchised Center.

2. Franchise Fee — The Franchis¢ Fee shown in the chart above is uniform for all
franchisees. When you sign the: Franchise Agreement you must pay us a Franchise Fee of

$24,000, unless you are executing an Area Development Agreement under which you are

committing, to dévelop 2 6r more Code Ninjas Centers;, in which case you must pay us an Area
Developmenf Fee of $24 000 for the ﬁrst Franchised Center plus the produ(:t of $20 000

Development Agreement and you will not pay a Franchise Fee. The Franchlse Fee: and Are_a

Development Fee are non-refundable. See Item 5 for fiirther details tegarding the Franchise Fees
and Area Development Fees. We do not provide financing for any of these fees.

3. Business Licenses. and Permits — These are general estimates for permits and hcensmg

that may be required by local and state governments, as well as forming:and régistering an entity

to operate as the franchisee. Local, municipal, county and state regulations vary on the licenses

and permits you will need to operate a Code Ninjas Center. You will pay these fees to

governmental aithorities before starting business. You are solely responsible for obtaining, all
appropriate licenses and permits:

~4,. Leasehold Improvements - You w1ll need to employ a quallﬁed licensed general

Our estimates are based on the. assumptlon that, the locatlon isina .r,etall strip or in-line shoppmg

center and approximately 1,600 to 2,400 square feet. Assumptions herein are based on an 1,800
square foot Franchised Center, which is our recommend size (subject to real estate demands)and
includes, at a minimum, a level ¢oncrete floot suitable for floor covering, air-conditioning,
electricity, gas, sewers, bathroom facilities, and water and plumbing suitable fora retail business.
Among other things, you will probably need to arrange for the following items to meet our
standard plans, and specifications: proper wiring and plumbing, fleor covering, wall covering,
partitions, lighting and fixtures, painting, cabinetry, and the like. Costs will vary depending
upon various factors, including: the geographic location of your business; the size of the
premises; the availability and cost of labor and materials; and the; condition of the premises and
the work that the lessor will do :asa result of the lease negotiations. Lessors may, instead of
constructing or installing some of the improvements itself, provide you with credits towards your
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future rent payments, and/or a tenant improvement allowance: The low range of our estimates
assume that you obtain a tenant improvement allowance or that your landlord agrees to conduct a
large. portion of your buildout. One of these arrangements may .or may. not be available through
your landlord.

5. Fixtures, Furnishings & Equipment — As described in Item 8, you must purchase all
fixtures, furnishings, equipment, signage and supplies that we specify as required for a Code
Ninjas Center. Fixtures, Furnishings and Equipment: This estimate ‘includes fixtures and
equipment required for a. Code Ninjas Center, including ‘(without lirnitation) computers,
computer related equipment, student laptops desks, working stations, chairs, storage systems,
coffee systems, lounge furniture, and various trade dress and décor ‘items and other fixtures,
furnishings and equipment. This. estimate also includes the cost of your office furniture, filing
cabinet and miscellaneous office supplies, and equipment. Signage: This estimate also includes
the costs for interior and exterior signage. The cost of signage may vary significantly depending
on the:location of your Franchised Center, market conditions and local codes. In some instances,
the use of additional or larger signage may be. possible, with our prior written approval. The
costs of these-gptional items are not included in the line item total above. »

The high end of this estimate assumes that you choose to add a Dojo2Go mobile trailer as part of
the operations of your Franchised Center, and purchase the trailer and equipment for this service
without financing.

6. Computer and Point of Sale System — You must purchase or lease specified computers
and related hardware for your business operations, along with required thitd patty softwate
necessary to operate the Franchised Center. The estimate includes the costs for the items that we,
currently require. We may periodically require franchisees to update their computer systems to
our then-current: standards. This includes. Email-and Hosting Fees you will pay to us prior to
your opening as described in Item'S. Seé:Item 11 under the heading “Computer System” for
additienal information.

7. Architect/Engineering Fees — You will be required to retain the services of a qualified

architect and éngineer, who we have approved or designated for use:by our franchisees, to adapt

our standardized plans and specifications based on our prototype(s) of Code Ninjas Centers for

the remodelmg or finish-out of your Franchised Center (see Item 11 under the subheading

“Construction and Layout of Center” for additional information). As described in Item 11, we
| may from time to time develop or approve variations with respect to our prototype locations and
plans.,

8. Rent Security Deposits and Utility Deposits, — If you do not own a locatien for your
Franchised Center; you must purchase or lease a space. Locations for Code Ninjas Centers will
typically need approximately 1,600 to 2,4000 square feet. The estimate in the chart above
includes. your first month’s rent payment, security deposits and utility deposits (for example,
telephorie, electricity, gas.and water). We have assumed the secufity deposit to your landlord
will equal one month’s rent, although this may vary from landlord to landlord. The estimates
assume that rent.commences upon the Franchised Center’s opening, You, however, will need to
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lease a space in advance to build-out the Franchised Center. However, you may attempt to
negotiate an abatément from the lessor for this period.

We anticipate that Code Ninjas Centers will typically be located in in-line shopping
centers, in high traffic urban and suburban areas, preferably near large residential communities.

Rent varies considerably from market to market, and from location te location within each

market. Rents may vary beyond the range that we have provided, based on factors such as
market conditions in the. relevant area, the type and nature: of improvements needed to the
premises, the size of the site for the Franchised Center, the terms of the lease, the desirability of
the location, and your ability to negotiate with your lessor:

The estimates assume that. you will lease the premises for your Franchised Center and,
therefore, do not include costs related to the purchase of land or the construction of ‘any
buildings. If you decide to purchase the property for-the location of your Franchised Center, you
will incur additional costs that we cannot estimate,

9. Professional Fees — The estimaté assumes. that you will emiploy an atterriey to hélp you
negofiate your lease forthe Franchised Center premises. In addition, you may choose to employ
an atforney; accountant, and other consultants to. help you evaluate our franchise offering. In
addition, you may also form a corporation or other eritity to operate the business. Your actual
costs miay vary substantially, for example, dépending on the degree to which you rely upon your
advisors‘and upon the requirements that may apply to your Franchised Center:,

10.  ‘'Insurance Deposit — The estimate represénts an initial deposit for the coverage necessary.
to operate the biisiness and represents approximat‘ely‘three months of coverage. Insurdnce costs
will vary depending upon factors such as the size and location of the Franchised Center. Your
obligations with respect to: insurance are more fully described in [tem 8. The high end of this
€stimate assumes that you c¢hoose to add a Dojo2Go miobile: trailer as part of the operations of
your Franchised Center.

11.  Initial Inventory of Products.and Supplies — You must purchase an initial inventory of
certain items, -including rank stickers and patches, laptop bags, pencils, pens, riotepads,
presentation folders, binders, among other items. You will need to replenish your initial
inventory on an as needed basis as such items and other supplies are used. The amount and cost
of your initial and subsequent. orders. for all of thes¢ items. will vary dépending on various
factors, including the size and anticipated volume of your Franchised Center’s sales and the
frequency of your orders.

Our affiliate, Thrifty Gear, will be the designated supplier of certain business and
promotional jtems to our franchisees that must be purchased prior to the commencement of
operations .of your Franchised Center, including our proprietary curriculum guides, student
wristbands;and scaniners for check-in, robotics kits, uniforms, an integrated credit card swiper,
and other items. We may add or delete from such items which must be purchased. from our
affiliate prior to epening and on an ongoing basis: at any time. If we do not require that you
purchase such items from us, you must purchase them from our designated vendor. See Item 8
for-additional information.
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12.  Training Expenses — You will incur expenses associated with our training program.. For
this. training program, we provide instructors and instructional materials at no charge for up to
three (3) persons, but you must pay for transportation, lodging, meals, wages, and worker’s
compensation insurance (if you send ary employees) for your trainees. As to the amounts
shown, the low end of the estimate ‘assumes that you will be operating the Franchiseéd Center and
attend the training program yourself, and are within driving distance to the training location, and
the high end assumes.that you bring an.employee, othertravel will be needed,.and includes travel
expenses, although these: may vary significantly deperding upon factors. such as the distance
traveled and mode of transportation. Your costs will also vary depending:.on the nature and style
of accommodations, and the number of persons who will attend. training.. See Item 11 under the:
heading “Training” for additional. details regarding the program.

13.  Grand Opening Advertising — This advertising and marketing prometion is intended to
provide: initial awareness and momentum for your new Franchised Center. You must spend a
minimum of $5,000 on this advertising. A portion of this amount must be spent with our
designated public relations firm for PR sérvices surrounding; your opening. Additional details
regarding advertising and promotion can be found in Item 11, under'the heading “Advertising.”

14.  Additional Funds — You will need additional capital to support on-going expenses, such.
as payroll, rent and utilities; to the extent that these costs.are not covered by sales revenue. New
businesses often generate a negative cash flow. We estimate that the amount: shown in the chart
above will be sufficient to cover on-going expenses for the start-up phase or initial period of the
business, which we calcuildte to. be three months. Such amounts are the minimum recommended
levels and are only estimates. We relied on