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The Franchise offered is for the operation of a retail pharmacy under the Medicap Pharmacy® name
and marks.

The total investment necessary to begin operation of a new Medicap Pharmacy® business is
between $455,050 and $880,205. This includes up to $177,700 that must be paid to the franchisor
or its affiliates. The total investment necessary to begin operation of a Medicap Pharmacy®
business converted from an existing pharmacy is between $130,000 and $567,205. This includes up
to $57,700 that must be paid to the franchisor or its affiliates.

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

You may wish to receive your disclosure document in another form that is more convenient for you.
To discuss the availability of disclosures in different formats, please contact the Administrative
Agent, for Franchise Development, at 2850 EIm Point Industrial Drive, St. Charles, Missouri 63301
and (800) 407-8055.

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

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

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

Issuance Date: September 20, 2022.
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How to Use This Franchise Disclosure Document

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

QUESTION WHERE TO FIND INFORMATION

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

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

Does the franchisor have the Item 21 or Exhibit AA includes financial

financial ability to provide statements. Review these statements carefully.

support to my business?

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

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

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

Medicap Pharmacy business in franchise agreement describe whether the

my area? franchisor and other franchisees can compete with
you.

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

troubled legal history? management have been involved in material

litigation or bankruptcy proceedings.

What’s it like to be a Medicap Item 20 or Exhibits CC and DD list current and
Pharmacy franchisee? former franchisees. You can contact them to ask
about their experiences.

What else should I know? These questions are only a few things you should
look for. Review all 23 Items and all Exhibits in
this disclosure document to better understand this
franchise opportunity. See the table of contents.
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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 the franchise or has verified the information in this document. To find out if
your state has a registration requirement, or to contact your state, use the agency information
in Exhibit BB.

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 Risk(s) to Consider About This Franchise

Certain states require that the following risk(s) be highlighted:

Out-of-State Dispute Resolution. The Franchise Agreement requires you to
resolve disputes with the franchisor by litigation and/or arbitration only in Ohio.
Out-of-state litigation or arbitration may force you to accept a less favorable
settlement for disputes. It may also cost more to mediate, arbitrate, or litigate
with the franchisor in Ohio than in your own state.

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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NOTICE MANDATED BY SECTION 8 OF
MICHIGAN’S FRANCHISE INVESTMENT ACT

The following is applicable to you if you are a Michigan resident or your franchise will be located
in Michigan.

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.

@ 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.

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

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

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

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

(0) 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:
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() The failure of the proposed transferee to meet the franchisor’s then current
reasonable qualifications or standards.

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

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

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

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

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

The fact that there is a notice of this offering on file with the attorney general does not
constitute approval, recommendation, or endorsement by the attorney general.

If the franchisee has any questions regarding this notice, those questions should be directed to the

Michigan Department of Attorney General, Consumer Protection Division, Attn.: Franchise, 525
West Ottawa Street, Lansing, Michigan 48909, telephone: (517) 373-7117.
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ITEM1
THE FRANCHISOR AND ANY PARENTS, PREDECESSORS AND AFFILIATES

Medicap Pharmacies Incorporated

The Franchisor is Medicap Pharmacies Incorporated, a corporation organized under the laws
of the State of lowa on February 16, 1971. We do business under our corporate name, and under
the name “Medicap Pharmacy.” Our principal offices are located at 7000 Cardinal Place, Dublin,
Ohio 43017. In this disclosure document, Medicap Pharmacies Incorporated, is referred to as “the
Company,” “we,” “us,” “Medicap,” “MPI” or “Medicap Pharmacies.” We refer to the person or
entity that buys the franchise as *“you” throughout the disclosure document. If you are a
corporation, a limited liability company or a partnership, your owners must sign a personal guaranty

agreeing to comply with all the provisions of the Franchise Agreement.

Parents, Predecessors and Affiliates

MPI is a wholly-owned subsidiary of Medicine Shoppe International, Inc. (“MSI”). MSI is
therefore our “parent” for purposes of this disclosure document. MSI is a corporation organized
under the laws of the State of Delaware on March 16, 1970. Its principal business address is the
same as ours. MSI is the franchisor of The Medicine Shoppe® pharmacy system. As of June 30,
2022, that system had 310 retail pharmacies operating under the name “The Medicine Shoppe®” in
the United States. The franchise being offered to you under this disclosure document is for the
operation of a Medicap Pharmacy® business, operating under the Medicap Pharmacy® names,
marks and system. MSI’s current plan is to continue to operate the Medicap Pharmacy® franchise
system, as well as The Medicine Shoppe® pharmacy system. However, in March 2009, both The
Medicine Shoppe® franchise program and Medicap Pharmacy® franchise program were
significantly restructured to offer more limited services to existing pharmacy businesses that do not
need assistance in the acquisition or construction of their business or the initial development of the
business.

MSI incorporated a wholly-owned subsidiary, Medicine Shoppe InterNet, Inc. (“MSIN”), a
Missouri corporation, incorporated on March 7, 1989, to function as a single source representative
for participating Medicine Shoppe businesses. MSIN shares principal offices with us. MSIN is
considered a Pharmacy Services Administrative Organization (“PSAQ”) whose purpose is to
negotiate contracts with health insurance plans and pharmacy benefit managers and provide
administrative support to health plans, employers and third-party administrators. Currently, only
Medicap Pharmacy businesses and those owned by MSI franchisees (see above) participate in the
MSIN network, but MSI reserves the right to permit participation by other independent pharmacy
businesses. MSIN does not offer franchises for sale.

On November 13, 1995, MSI became a wholly-owned subsidiary of Cardinal Health, Inc.
(“Cardinal Health”), an Ohio corporation. Cardinal Health is therefore our parent for purposes of
this disclosure document. Cardinal Health, located at 7000 Cardinal Place, Dublin, Ohio 43017,
was incorporated on May 16, 1979. Cardinal Health is a pharmaceutical distributor in the United
States, servicing a broad base of customers, including hospitals, independent and chain pharmacies,
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managed care facilities, alternate care centers, and pharmacy departments of supermarkets and mass
merchandisers. You may elect to purchase substantially all of the pharmaceutical inventory for
your Medicap business from Cardinal Health or one of its designated suppliers, which could be
affiliates of Cardinal Health. Cardinal Health is therefore an affiliate of ours for purposes of this
disclosure document. Independent pharmacies or other competitors in your market may also be
using Cardinal Health or a subsidiary of Cardinal Health as their pharmaceutical distributor.
Cardinal Health has never directly operated any retail pharmacies of the type operated by our
franchisees or granted franchises in any business. Cardinal Health has many wholly-owned
subsidiaries and affiliates, some of which do business with other Medicap franchisees, and may in
the future do business with you.

Cardinal Health Systems, Inc. (“CHS”) and Leader Drugstores, Inc. (“Leader”) are
subsidiaries of Cardinal Health and are also located at 7000 Cardinal Place, Dublin, Ohio 43017.
CHS provides a broad range of customer information services and products to customers of
Cardinal Health and to other healthcare providers. Leader operates a program available to
independent pharmacies in which a variety of value-added programs and services are available to
members. A number of those services will also be made available to you, separate from this
franchise offering, because they are available to all pharmacies. Ellipticare, LLC (“Ellipticare”) is a
subsidiary of Cardinal Health and is located at 1330 Enclave Parkway, Houston, Texas 77077.
Ellipticare manages retail/outpatient pharmacies for hospital systems and other healthcare providers.
Ellipticare also offers third-party reimbursement analysis services to independent pharmacies.
Cardinal Health 110, LLC (“Cardinal Health 110”), Cardinal Health 112, LLC (“Cardinal Health
112”), and The Harvard Drug Group, LLC (*Harvard Drug”) are wholly-owned subsidiaries of
Cardinal Health that are wholesalers of pharmaceuticals, surgical and medical supplies, health and
beauty care products, and other items typically sold by hospitals, retail drug stores, and other
healthcare providers. The principal business address for Cardinal Health 110, Cardinal Health 112,
and Harvard Drug is the same as that of Cardinal Health. RGH Enterprises, Inc., doing business as
Cardinal Health at Home (“RGH?), is an affiliate that provides direct-to-home medical supplies and
equipment. The principal business address for RGH is 1810 Summit Commerce Park, Twinsburg,
Ohio 44087. Sonexus Health Pharmacy Services, LLC (“Sonexus”) is a subsidiary of Cardinal
Health and is located at 7000 Cardinal Place, Dublin, Ohio 43017. Sonexus offers certain back-end
pharmacy services as a central fill pharmacy for our pharmacies. In July 2016, Cardinal Health
acquired Telepharm, LLC (“Telepharm”) with its principal business address at 105 lowa Ave. Suite
231, lowa City, 1A 52240. Telepharm has developed cloud-based software that allows pharmacists
to provide online prescription services from remote locations (“Telepharmacy”). Participating in
Telepharmacy is not required to operate your franchise business. Our affiliates have not and do not
operate any retail pharmacies of the type operated by our franchisees, nor have they offered nor do
they offer franchises in any line of business.

We have no affiliates other than MSI that currently offer or have ever offered franchises in
any line of business. We do not have any predecessors. Although in the past our affiliates,
including Pharmacy Operations, Inc. (“POI”), operated retail pharmacies under the Medicap
Pharmacy® name, all of these stores were closed or sold before June 30, 2009 and we do not
currently have any company-owned or affiliate-owned “Medicap Pharmacy” stores. POI is a
wholly-owned subsidiary of MSI which was incorporated on July 7, 1986 in Delaware and shares
our principal offices with us. POI does not offer franchises. In the past, POl operated pharmacies
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under the name “The Medicine Shoppe” but those stores have been sold and POI no longer operates
any company-owned or affiliate-owned stores for MSI.

Our Business — The Medicap Pharmacy® Franchise

The franchise agreement we offer will allow you to operate a retail pharmacy store and
business under our names, marks, and systems including the name, Medicap Pharmacy®. The
market for the goods and services offered in these businesses includes all of the general public, but
because of the nature of this business and because of the gradual aging of the nation’s population,
elderly persons will make up a disproportionate part of the business. Your competition will come
from other franchised and chain pharmacies and drug stores, pharmacy benefit managers, mail order
and Internet pharmacies, independent pharmacies and drug stores, and department stores and
discount stores that may offer prescription and nonprescription medicines and vitamins.

We began operating our first retail pharmacy in 1971. In 1974, we began offering franchises
for this type of business. From January 2001 to January 2003, we also offered franchises through a
wholly-owned subsidiary, Medihealth Solutions, Inc., an lowa corporation, for wellness centers
under the name “medihealth solutions.” We have not and do not conduct business in any other line
of business, nor have we offered nor do we offer franchises in any other line of business. Our
affiliate, MSI, began offering franchises for retail pharmacies in 1970 and between 1986 and 2010,
MSI also operated company-owned pharmacies through POI, its subsidiary. MSI has never offered
franchises for any other type of business.

We have made arrangements with Cardinal Health, including its affiliates Cardinal
Health 110, Cardinal Health 112, Harvard Drug, Ellipticare, CHS, RGH, and Sonexus, to offer a
core package of support services to persons acquiring a franchise from us. Some of these services
are the same or similar to services provided by Cardinal Health to its customers. Your franchise
with us will give you access to this core package of services. In addition, we or our affiliates offer a
number of optional programs, which we call “Retail Solutions,” available at additional fees. We
will give you a monthly credit of $300 that you can use toward the purchase of some of these Retail
Solutions that you elect. These programs, and the initial fees and monthly fees associated with each
program, are more fully described in Items 5, 6 and 11. Your franchise with us will also allow you
access to Telepharm’s cloud-based platform for remote delivery of pharmacy services. Access to
Telepharm services is optional and at an additional cost. (See Exhibit W — Telepharmacy Master
Cloud Services Agreement for a form of this agreement.)

Reqgulations

There are a number of local, state and federal regulations that apply to the operation of
pharmacies and therefore will apply to your business. There are federal laws and regulations that
regulate the sale of prescription drugs, listed chemicals and controlled substances, and federal laws
and regulations that impose responsibilities upon you in the areas of managed healthcare (like the
Centers for Medicare and Medicaid Services), drug advertising (like the Federal Trade
Commission), and patient safety (like the Consumer Product Safety Commission). If you are not
familiar with controlled substance and listed chemical regulations, you can obtain them from the
U.S. Department of Justice, Drug Enforcement Administration in Washington, D.C. The federal
Omnibus Budget Reconciliation Act of 1990 (“OBRA”) requires, among other things, that
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pharmacists offer to provide patient counseling on prescriptions to all Medicaid patients. Some
states have supplemented these requirements by mandating counseling of all patients for certain
prescriptions.  You also must comply with laws related to Fraud, Waste and Abuse (and
corresponding training requirements), 42 U.S.C. 1395w-104. Regulatory requirements for a
comprehensive fraud and abuse plan to detect, correct and prevent fraud, waste and abuse are found
at 42 CFR 423.504(b)(4)(vi)(h).

Each state has its own regulations that regulate the operation of pharmacies. One of the
most important of these regulations requires that a state registered pharmacist must at all times
operate the store. Other state laws regulate the sale and disposal of prescription drugs. For a
complete listing of the state pharmacy regulations that will affect the operation of a pharmacy in
your state, you should contact the local or state office of your state’s Board of Pharmacy. There are
also state and federal laws protecting the privacy of your customers, including the Health Insurance
Portability and Accountability Act of 1996 (“HIPAA”) and the Health Information Technology for
Economic and Clinical Health Act. We will sign a Business Associate Agreement with you when
you sign your franchise agreement that deals with our protection of your customers’ privacy rights
under HIPAA (see Exhibit C for a form of this agreement).

There are also regulations that apply specifically to the offer of healthcare testing and
wellness services that you may offer. In many cases, state law will restrict the services you may
offer. The services you may offer will often depend upon the licenses you obtain for your business,
and the licenses and certificates held by the people you employ in your business. You should check
with the nursing, dietetic, and pharmacy associations in your state for more information about these
services. You should also contact the respective licensing boards in your state as they are the
authoritative source of information about state law. You should contact the Department of Public
Health, or similar body in your state, to familiarize yourself with regulations that apply to wellness
and preventive healthcare businesses and retail healthcare clinics in your state.

You will also be subject to the requirements of third-party contracts that have been
negotiated on your behalf. You must also meet the CMS Quality Standards and may need to work
with an accrediting organization such as the National Association of Boards of Pharmacy to
become accredited if you want to receive reimbursement for DMEPOS products through the
Medicare program. Many of the public and private payment plans have pharmacy manuals that are
available either directly or online. Embedded in these contracts and manuals are requirements and
other obligations relating to such practices, among others, as patient signature logs, record keeping,
records retention and auditing. It is your responsibility to review the laws, regulations and manuals
and adhere to the requirements they contain.

Whenever a pharmacy provides additional services to patients under one or more of our
specialized care programs, additional statutory and regulatory requirements may apply. You must
review and adhere to applicable laws and regulations. In many cases, these laws and regulations are
found in areas other than traditional pharmacy practice acts. For example, for long-term care, you
must comply with nursing home guidelines and the Interpretive Guidelines for the Center for
Medicare & Medicaid Services and the State Operations Provider Certification Manual. For
immunizations, you must comply with Occupational Safety and Health Administration (“OSHA”)
regulations. For Point-of-Care Testing, you must have a Physician-signed Collaborative Practice
Agreement, which may not be available in all states. Also, you will be subject to pertinent Clinical
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Laboratory Improvement Amendments Lab Proficiency Testing Programs as required by State
Boards of Pharmacy.

There are certain optional programs or services you may offer in your business that will
also be subject to regulation. If you provide compounding services in your pharmacy, you must
comply with regulations of the Food and Drug Administration Modernization Act and the Food and
Drug Administration Compliance Policy Guidelines (“CPGs”), including CPG Sections 460.200
and 608.400. If you operate a specialty drug care center, you must comply with USP packaging and
labeling requirements. If you bill Medicare for DMEPQOS products, you must comply with the
regulations of the Centers for Medicare and Medicaid Services as required by Section 1834(a)(20)
of the Social Security Act, including the quality standards for suppliers.

Our agents for service of process are disclosed in Exhibit BB.

ITEM 2
BUSINESS EXPERIENCE

Senior Vice President and Treasurer, Cardinal Health: SCOTT ZIMMERMAN

Mr. Zimmerman was appointed Cardinal Health’s acting director in February 2017. Mr.
Zimmerman joined Cardinal Health in September 2009. From September 2009 to November 2014,
he was Director, Customer Contract Compliance. From November 2014 to May 2022, he was Vice
President and Treasurer of Cardinal Health. In May 2022, he became Senior Vice President and
Treasurer of Cardinal Health.

President, MSI and Medicap, and Cardinal Health Chief Executive Officer, Pharmaceutical
Segment: DEBBIE WEITZMAN

Ms. Weitzman joined Cardinal Health in December 2005 and in 2009 became Senior Vice
President/General Manager, Cardinal Health Puerto Rico. In 2017, Ms. Weitzman was appointed
President, Cardinal Health Pharmaceutical Distribution. In June 2020, she became President of MSI
and Medicap. Ms. Weitzman was appointed Chief Executive Officer, Cardinal Health
Pharmaceutical Segment in September 2022.

Assistant Secretary, MSI and Medicap, and Cardinal Health Vice President, Associate General
Counsel, Pharmaceutical Segment: DOMINIC ZERBI

Mr. Zerbi joined Cardinal Health in 2008 and was Assistant General Counsel at Cardinal
Health until May 2020, supporting the Pharmaceutical Segment, including Nuclear and Precision
Health Solutions and Pharmaceutical Distribution. Since May 2020, he has served as Vice
President, Associate General Counsel, Pharmaceutical Segment, of Cardinal Health.

FDD S.



Vice President, MSI and Medicap, and Cardinal Health Vice President Marketing Operations:
MYLES HOOVER

Mr. Hoover joined Cardinal Health in May 2004 as Vice President Marketing Operations.
In June 2020, he was appointed Vice President of MSI and Medicap.

Director, Franchise Development, MSI and Medicap: CORNELIUS T. LANE, Il

Mr. Lane joined MSI in July 1990 as a store opening specialist. He was promoted to
Operations Manager in April 1993, to Franchise Director in March 1995, and to National Sales
Director for Franchise Development in December 1999. In April 2002, he became a Director of
Franchise Development.

Director, Marketing Management, MSI and Medicap and Cardinal Health, Director Marketing
Management: JULIE V. WILSON

Ms. Wilson joined Cardinal Health in November 2017 as Sr. Manager, Franchise
Marketing. She assumed the role of Director, Marketing & Operations for MSI in November 2019
and transitioned to the role of Director, Marketing Management, Business Unit Marketing in June
2020.

Director of Operations, MSI and Medicap, and Cardinal Health Director Marketing, Data
Operations: DAWN RICH

Ms. Rich joined Cardinal Health in 2008 and held a variety of roles in Supply Chain. She
joined MSI and Medicap in January 2022 as the Director of Operations.

ITEM3
LITIGATION

Medicap Litigation:

Toni Sumpter, et al. v. Medicap Pharmacies, Inc., lowa District Court for Polk County (Case
No. LACL122852), filed July 26, 2011. A number of Medicap’s franchisees filed suit against
Medicap alleging breach of contract and breach of the lowa Franchises Law’s covenant of good
faith and fair dealing and prohibition against termination of the franchise relationship without good
cause. Medicap denied all allegations against it. The franchisees sought damages in an unspecified
amount and the right to terminate their franchise agreements without penalty. Medicap filed its
answer to the complaint in September 2011, including a motion for partial dismissal of the case. In
December 2011, the court granted Medicap’s motion for partial dismissal of the case, striking the
franchisee’s claim for de facto termination of the franchise relationship without good cause. The
court also granted MPI’s motions, dismissing the lowa Franchise Law claims and striking plaintiffs’
jury demand. In May 2013, the parties reached a settlement under which the franchise agreements
were terminated.
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Aveve, Inc., et al. v. Medicap Pharmacies, Inc., United States District Court for the Southern
District of lowa, (Case No. 4:11-cv-00619), filed December 19, 2011. Six franchisees (or
franchisee owners) filed a complaint against Medicap in the United States District Court for the
Southern District of lowa. They claimed breach of contract and breach of the implied covenant of
good faith and fair dealing. Each of the franchisees sought an unspecified amount, which they
characterized as the amount of fees they have overpaid. Medicap filed a motion to dismiss or
transfer the claims asserted by Gene Windom, Inc. to Missouri, based upon the provision contained
in its franchise agreement. As to the remaining franchisees, Medicap denied their claims, and
brought counterclaims against the franchisees for breach of contract, adding their guarantors as third
parties to the action. In June 2012, Gene Windom, Inc. was transferred to the United States District
Court for the Eastern District of Missouri. In June 2014, the parties reached a settlement under
which the rest of the franchise agreements were terminated, and Medicap agreed to pay an
aggregate of $170,000 to the franchisees.

Gene Windom, Inc. v. Medicap Pharmacies, Inc., United States District Court for the
Eastern District of Missouri, (Case No. 4:12-cv-01141-CDP), filed June 25, 2012. In June 2012, the
claims asserted by Gene Windom, Inc. in the Aveve matter, discussed above, were transferred to the
United States District Court for the Eastern District of Missouri. In July 2012, the franchisee filed
an amended complaint asserting breach of contract and breach of the implied covenant of good faith
and fair dealing. The franchisee sought an unspecified amount, which it characterized as the
amount of fees it had overpaid. In July 2012, Medicap denied the claims asserted by the franchisee
and asserted counterclaims against the franchisee and third-party claims against its guarantor, based
upon their failure to pay amounts owed to Medicap. In April 2013, the parties reached a settlement
that called for the franchisee to convert its franchise to the franchise agreement that was then being
offered by Medicap.

No litigation or arbitrations were initiated by Medicap against franchisees during its last
fiscal year (July 1, 2021 - June 30, 2022).
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MSI and Cardinal Health Litigation:

Daysrx, Inc., et al. v. Medicine Shoppe International, Inc., United States District Court for
the Eastern District of Missouri, (Case No. 4:11-cv-02246), filed December 28, 2011. Three
franchisees (or franchisee owners) filed a complaint against MSI in the United States District Court
for the Eastern District of Missouri. In March 2012, the franchisees amended the complaint to
substitute the actual parties to the franchise agreements. The amended complaint claimed breach of
contract and breach of the implied covenant of good faith and fair dealing. As part of their claims,
the franchisees asserted that MSI was required to allow them to convert to a new form of franchise
agreement without paying any fees based upon a provision in their existing franchise agreements.
Each of the franchisees sought an unspecified amount, which they characterized as the amount of
fees they had overpaid. MSI denied the claims asserted by the franchisees and asserted
counterclaims against Alhout, Inc., and third-party claims against its guarantors, based upon their
failure to pay amounts owed to MSI. In December 2012, the parties reached a settlement that called
for the franchisees to convert their franchises to the franchise agreement that was then being offered
by MSI.

P.D. Providers, Inc. v. Medicine Shoppe International (formerly EdLucy, Inc., et al. v.
Medicine Shoppe International, Inc.), American Arbitration Association, St. Louis, Missouri (Case
No. 58 114 Y 00293 11), filed December 7, 2011. Twenty-five franchisees collectively filed an
arbitration demand against MSI. The arbitration demand asserted three counts. Two of the counts,
for breach of contract and breach of the implied covenant of good faith and fair dealing, were
asserted on behalf of all of the franchisees. The third count, for breach of an exclusive territory
provision, was asserted on behalf of one franchisee. Each of the franchisees sought an unspecified
amount, which they characterized as the amount of fees they have overpaid. MSI denied the claims
asserted by the franchisees and asserted counterclaims against some of the franchisees, and third-
party claims against owners or other parties related to those franchisees, based upon their failure to
pay amounts owed to MSI and/or their failure to submit reports required under their franchise
agreements. In July 2012, a threshold arbitrator ruled that the franchisees could not proceed in a
single collective arbitration, but must pursue their claims in individual arbitrations. In August 2012,
the franchisees chose for this arbitration action to proceed on behalf of P.D. Providers, Inc. P.D.
Providers then sent MSI a notice of breach and a notice of termination and ceased paying franchise
fees. In June 2013, MSI filed counterclaims in the arbitration against P.D. Providers seeking a
declaration that the franchise agreement remains in effect and seeking recovery of the amounts due
from P.D. Providers. In August 2014, the parties reached a settlement that called for the franchisee
to convert to the franchise agreement that was then being offered by MSI and MSI agreed to pay
P.D. Providers $42,500.

Medicine Shoppe International, Inc. v. Senkbeil, et al., U.S. District Court for the Eastern
District of Missouri, Case No. 4:13-cv-00532-CEJ. On February 14, 2013, counsel for Dependable
Drugs, Inc. (“DDI”), one of the 30 original claimants in the P.D. Providers arbitration matter
discussed above, sent to MSI a notice of material breach and potential termination of its franchise
agreement with MSI. The notice raised the same types of issues raised in the original arbitration
demand and stated that unless MSI cured the alleged breaches within 30 days, DDI would consider
all available legal remedies, including potential termination of its franchise agreement. MSI
obtained an injunction in the Eastern District of Missouri that prevented DDI and its owners from
de-identifying and terminating DDI’s agreement. (Medicine Shoppe International, Inc. v. Senkbeil,
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et al., U.S. District Court for the Eastern District of Missouri, Case No. 4:13-cv-00532-CEJ, filed
February 14, 2013). The Court held that DDI was required to arbitrate its claims. DDI appealed
that ruling to the U.S. Court of Appeals for the Eighth Circuit, Medicine Shoppe International, Inc.
v. Senkbeil, et al., Case No. 13-1925. The appeal was dismissed in July 2014. The action was
dismissed in August 2014 as part of the settlement of the Dependable Drugs arbitration described
below.

Medicine Shoppe International, Inc. v. Dependable Drugs, Inc., et al., American Arbitration
Association, AAA Case No. 58 114 88 13. In April 2013, MSI filed an arbitration demand against
DDI and its owners based upon their failure to pay amounts due under DDI’s agreement and sought
a declaration that MSI has complied with the parties’ agreement. DDI filed counterclaims for
breach of contract and breach of the covenant of good faith and fair dealing, similar to the claims it
had asserted in the P.D. Providers arbitration discussed above. In July 2014, the parties reached a
settlement, under which the franchise agreement, which was due to expire that month, would be
terminated. As part of that settlement, MSI agreed to pay $25,000 to DDI, DDI agreed to change its
store name, and all matters pending between the parties would be dismissed.

Bill’s Pills, Inc., et al. v. Medicine Shoppe International, Inc., JAMS, Chicago, Illinois (Case
No. 1340009138), filed December 19, 2011; Bill’s Pills, Inc., et al. v. Medicine Shoppe
International, Inc., JAMS, Chicago, Illinois (Case No. 1340009674), filed August 21, 2012; G&C
Healthcare, Inc., et al. v. Medicine Shoppe International, Inc., JAMS, Chicago, lllinois (Case No.
1340009631), filed August 21, 2012; North Port Pharmacy, Inc., et al. v. Medicine Shoppe
International, Inc., JAMS, Chicago, Illinois (Case No. 1340009632), filed August 21, 2012. Three
franchisees collectively filed an arbitration demand against MSI asserting breach of contract and
breach of the implied covenant of good faith and fair dealing. As part of their claims, the
franchisees asserted that MSI was required to allow them to convert to a new form of franchise
agreement without paying any fees based upon a provision in their existing franchise agreements.
Each of the franchisees sought an unspecified amount, which they characterized as the amount of
fees they had overpaid. MSI denied the claims asserted by the franchisees. In July 2012, a
threshold arbitrator ruled that the franchisees could not proceed in a single collective arbitration, but
must pursue their claims in individual arbitrations. On August 21, 2012, the 3 franchisees who had
collectively filed the arbitration demand against MSI filed individual arbitration demands, each
asserting breach of contract and violation of the Florida Deceptive and Unfair Trade Practices Act,
and asserting that MSI was required to allow it to convert to a new form of franchise agreement
without paying any fees based upon a provision in its franchise agreement. All these cases have
now been settled. The G&C Healthcare case settled in October 2013, with G&C converting its
franchise to the new franchise program, and MSI paying G&C $173,000. The North Port Pharmacy
case also settled in October 2013, with the franchise agreement being terminated, and MSI paying
North Port $226,000. The Bill’s Pills case settled in May 2014, with Bill’s Pills converting to the
form of franchise agreement that was then being offered by MSI, and MSI paying Bill’s Pills
$330,000.

JKRX, Inc., et al. v. Medicine Shoppe International, Inc., JAMS, Chicago, Illinois (Case No.
1340009140), filed December 19, 2011. Five franchisees collectively filed an arbitration demand
against MSI asserting breach of contract and breach of the implied covenant of good faith and fair
dealing. Each of the franchisees sought an unspecified amount, which they characterized as the
amount of fees they have overpaid. The franchisees amended their arbitration demand in January
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2012, seeking to add an additional franchisee. MSI denied the claims asserted by the franchisees
and asserted certain counterclaims against some of the franchisees, and third-party claims against
owners or other parties related to those franchisees, based upon their failure to pay amounts owed to
MSI and/or their failure to submit reports required under their franchise agreements. In June 2012,
a threshold arbitrator ruled that the franchisees could proceed in a single collective arbitration.
Woodward — CJS Pharmacy was dismissed from this action as part of the settlement of the MLM
Pharmacy matter described below. In February 2014, MSI reached a settlement with another of the
franchisees, under which the franchise agreement was terminated, and the franchisee agreed to pay
$350,000 to MSI and $50,000 to Cardinal Health. In April 2014, MSI reached settlements with the
remaining franchisees, under which the franchisees would convert their franchises to the form of
franchise agreement that was then being offered by MSI. Under one of these settlements, the
franchisee paid MSI $65,000. In another, the franchisee gave MSI a $30,000 promissory note,
payable in 3 years. In a third case, the franchisee paid MSI $5,000.

MLM Pharmacy, Inc. v. Medicine Shoppe International, Inc. (formerly Michael L. Morton
v. Medicine Shoppe International, Inc.), American Arbitration Association, Chicago, Illinois (Case
No. 51 114 00136 12), filed January 24, 2012. Michael Morton (“Morton”) filed an arbitration
demand against MSI asserting breach of contract and breach of the implied covenant of good faith
and fair dealing. Morton sought an unspecified amount, which he characterized as the amount of
fees he had overpaid. MSI denied the claims asserted by Morton and denied that Morton was a
party to a franchise agreement with MSI. MSI also denied the claims asserted by the franchisee and
asserted certain counterclaims against the franchisee and against its owner based on failure to pay
amounts owed to MSI. In June 2013, the parties agreed to a settlement that called for the franchisee
to terminate its existing franchise and convert that franchise and two other franchises owned by
related entities that are parties to the FHMS action described below and the JKRX action described
above to the form of franchise agreement that was then being offered by MSI. In addition, each of
the 3 franchisees agreed to pay MSI $50,000.

Prescription Shoppes, LLC, et al. v. Medicine Shoppe International, Inc., United States
Arbitration & Mediation Midwest, Inc., St. Louis, Missouri (Case No. 208651), filed December 19,
2011. Three franchisees collectively filed an arbitration demand against MSI, asserting breach of
contract and breach of the implied covenant of good faith and fair dealing. Each of the franchisees
sought an unspecified amount, which they characterized as the amount of fees they have overpaid.
The franchisees twice amended their arbitration demand, seeking to add additional franchisees to
the collective assertion of claims for breach of contract and breach of the covenant of good faith and
fair dealing. MSI denied the claims asserted by the franchisees and asserted certain counterclaims
against some of the franchisees, and third-party claims against owners or other parties related to
those franchisees, based upon their failure to pay amounts owed to MSI and/or their failure to
submit reports required under their franchise agreements. In April 2012, a threshold arbitrator
issued an order holding that the franchisees could not arbitrate their claims collectively in a single
