ACCUDIAGNOSTICS FRANCHISE GROUP, LLC
355 Woodnuff Road, Suite 302
Greenville, South Carolina 29607
(864) 609-35015

INFORMATION FOR PROSPECTIVE FRANCHISEES
REQUIRED BY THE FEDERAL TRADE COMMISSION

TO PROTECT YOU., WE'VE REQUIRED YOUR FRANCHISOR TO GIVE YOU THIS INFORMATION. WE
HAVENT CHECKED IT. AND DON'T KNOW IF IT'S CORRECT. 1T SHOULD HELP YOU MAKE UP YOUR
MIND. STUDY IT CAREFULLY. WHILE IT INCLUDES SOME INFORMATION ABOUT YOUR
CONTRACT. DON'T RELY ON IT ALONE TO UNDERSTAND YOUR CONTRACT. READ YOUR ENTIRE
CONTRACT CAREFULLY. BUYING A FRANCHISE IS A COMPLICATED INVESTMENT. TAKE YOUR
TIME TO DECIDE. IF POSSIBLE, SHOW YOUR CONTRACT AND THIS INFORMATION TO AN ADVISOR,
LIKE A LAWYER OR AN ACCOUNTANT.

IF YOU FIND ANYTHING YOU THINK MAY BE WRONG OR ANYTHING IMPORTANT THAT'S BEEN
LEFT QUT. YOU SHOULD LET US KNOW ABOUT IT. IT MAY BE AGAINST THE LAW.

THERE MAY ALSO BE EAWS ON FRANCHISING IN YOUR STATE. ASK YOUR STATE AGENCIES
ABOUT THEM. :

FEDERAL TRADE COMMISSION
Washington, D.C. 20380

Date of Issuance: June 21, 2005

Revised on March 28, 2006
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FRANCHISE OFFERING CiRCULAR

ACCUDIAGNOSTICS FRANCHISE GROUP, LLC
355 Woodruff Road, Suite 302
Greenville, South Carolina 29607
(864) 609-5015
wwawv.accudiagnostics.com

As a franchisee, you will operate a business providing affordable, full-service drug and alcohol screening
and testing, plus sample collection for DNA and other tests, for a wide vaniety of clients, including businesses.
schools. government and private individuals.

We offer two franchise programs:

1. A single AccuDiagnostics Business. The initial franchise fee is $35,000. The estimated initial
investment, including the franchise fee, ranges from $85,200 to $136.883.

2. Multiple AccuDiagnostics Businesses within a defined geographic arca. The initial franchise fee for
the frst AccuDiagnostics Business is $35.000. The development fec is equal to $12 500 multiplied by the number of
additional AccuDiagnostics Busmesses you agree to develop. For example, assuming you agree 1o develop five
AccuDiagnostics Businesses: your initial investment will include a franchise fee of $35.000 for the first business and
a development fee of $50.000 based on the remaining 4 businesses to be developed in the future. The estimated initial
investment to operate as a Developer varies depending on the number of AccuDiagnostics Businesses you agree (o
develop. If, for example, you agree to develop 5 AccuDiagnostics Businesses, vour estimated initial invesiment to
establish the first AccuDiagnostics Business. including the franchise fee and development fee, ranges from $135.200
to $186,883.

RISK FACTORS:

1. THE FRANCHISE AGREEMENT AND MULTIPLE UNIT DEVELOPMENT AGREEMENT
REQUIRE DISAGREEMENTS BE SUBMITTED TO ARBITRATION OR LITIGATION IN SOUTH
CAROLINA. OUT OF STATE ARBITRATION OR LITIGATION MAY FORCE YOU TO ACCEPT A LESS
FAVORABLE SETTLEMENT FOR DISPUTES. IT MAY ALSO COST YOU MORE TG ARBITRATE OR
LITIGATE WITH US IN SOUTH CAROLINA THAN IN YOUR HOME STATE.

2 THE FRANCHISE AGREEMENT AND MULTIPLE UNIT DEVELOPMENT AGREEMENT
STATE THAT SOUTH CAROLINA LAW GOVERNS THE AGREEMENTS, AND THIS LAW MAY NOT
PROVIDE THE SAME PROTECTIONS AND BENEFITS AS YOUR STATE™S LAW. YOU MAY WANT TO
COMPARE THESE LAWS. SOME STATE FRANCHISE LAWS VOID OR SUPERSEDED CHOICE OF LAW
PROVISIONS.  YOU SHOULD CONSIDER INVESTIGATING WHETHER YOUR STATE'S FRANCHISE
LAWS PROTECT YOU. YOU SHOULD REVIEW THE STATE-SPECIFIC ADDENDA ATTACHED TO THIS

OFFERING CIRCULAR AND THE FRANCHISE AGREEMENT FOR CHANGES APPLICABLE IN YOUR
STATE.



3. WE HAVE ONLY RECENTLY BEGUN OFFERING FRANCHISES AND WE HAVE NO
HISTORY OF FRANCHISE OPERATIONS.

4. BY NOT HAVING A PRINCIPAL REGISTER FEDERAL TRADEMARK REGISTRATION,
WE DO NOT HAVE CERTAIN PRESUMPTIVE LEGAL RIGHTS WITH RESPECT TO QUR TRADEMARK
THAT WOULD BE GRANTED BY A REGISTRATION.

5. MANY STATES REGULATE THE ABILITY OF EMPLOYERS AND OTHERS TO
ADMINISTER DRUG OR ALCOHOL TESTS TO INDIVIDUALS. IN ADDITION TO STATE STATUTES
AND REGULATIONS, SOME STATES’ COURTS HAVE RENDERED DECISIONS THAT COULD ALSO
RESTRICT THE ADMINISTERING OF SUCH TESTS IN THOSE STATES. THESE STATUTES,
REGULATIONS, AND COURT DECISIONS VARY FROM STATE TO STATE, AND WE CANNOT ADVISE
YOU ON THE LAWS OF THE STATE IN WHICH YOU INTEND TO OPERATE YOUR FRANCHISED
BUSINESS. YOU WILL HAVE TO DISCUSS SUCH LAWS WITH YOUR OWN ATTORNEY. BECAUSE
AN ACCUDIAGNOSTICS FRANCHISE IS BASED ON THE PREMISE OF PROVIDING FULL-SERVICE
ON-SITE SCREENINGS TOR ALCOHOL AND A NUMBER OF DRUGS AND OTHER SUBSTANCES. IN
ADDITION TO PROVIDING COLLECTION SERVICES FOR OFF-SITE DRUG, ALCOHOL. DNA, AND
SIMILAR TESTS, A PARTICULAR STATE'S LAWS COULD HAVE A MATERIAL ADVERSE EFFECT ON
THE OPERATION OF YOUR BUSINESS, AND, DEPENDING ON THE SEVERITY OF A PARTICULAR
STATE'S RESTRICTIONS, COULD PREVENT YOUR FRANCHISE FROM EVER BECOMING
PROFITABLE. IN SUCH EVENT, YOU COULD LOSE SOME OR ALL OF YOUR INVESTMENT. BY
PURCHASING AN ACCUDIAGNOSTICS FRANCHISE. YOU ARE ACKNOWLEDGING YOUR NEED TO
DISCUSS WITH AN ATTORNEY HOW YOUR STATE'S STATUTES, REGULATIONS, AND COURT
CASES, AND THOSE THAT MAY ARISE IN THE FUTURE, MAY IMPACT YOUR ACCUDIAGNOSTICS
FRANCHISE., AND THAT YOU ARE ASSUMING ALL RISKS WHICH RESULT. OR COULD RESULT.
FROM THE IMPACT YOUR STATE'S LAWS HAVE. OR COULD HAVE, ON THE OPERATION OF AN
ACCUMAGNOSTICS BUSINESS.

6. THERE MAY BE OTHER RISKS CONCERNING THIS FRANCHISE.
PLEASE SEE EXHIBIT G FOR ADDITIONAL RISK FACTORS.

Information companing AccuDiagnostics Franchise Group, LLC with other franchisors is available. Call the
state administrators listed in Exhibit A or your public {ibrarv for sources of information,

Registration of this franchise with the state does not mean that the state recommends it or has verified the
information in this Offering Circular. If you learn that anything in this Offering Circular is untrue, contact the

Federal Trade Commission and the state administrators listed in Exhibit A.

The Effective Date for this Offering Circular is or as listed in Exhibit J to this Offering
Circular.

[ The remainder of this page is intentionally Jeft blank.]
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ITEM 1. THE FRANCHISOR, ITS PREDECESSORS AND AFFILIATES

]

To simplify the language in this Offening Circular, the words “we,” “us” and “our” refer to
AccuDiagnostics Franchise Group, LLC, the franchisor of this business. The words “you™ and “your” refer to the
person o whom we grant a franchise, whether you are a corporation, limited liability company or other business
entity. [f you are a corporation, limited liability company or other business entity, certain provisions of our
Franchise Agreement also apply to vour owners and will be noted.

The Franchisor and its Business Activities

We were organized in the State of South Carolina on February 11, 2005 for the sole purpose of offering
AccuDiagnostics franchises. Our principal business address is 355 Woodruff Road, Suite 302, Greenville, South
Carolina 29607, and we do business only under our corporate name.

We grant franchises for the operation of businesses in conjunction with the service mark “AccuDiagnostics™
and certain associated trade names, rademarks. service marks and logos that we refer to as the “Marks™." We refer to
these businesses as “AccuDiagnostics Businesses™ and we refer to the AccuDiagnostics Business you will operate
as the “Franchised Business.” In addition to granting franchises for single AccuDiagnostics Businesses, we also
allow certain franchisees who meet our criteria to become “Developers™ by agreeing 10 open a predetermined
number of AccuDiagnostics Businesses in a specified area called a “Development Territory.”

AccuDiagnostics Businesses provide affordable, full-service on-site screening for alcohol and a number of
drugs and other substances, in addition to providing collection services for off-site drug, alcoho!l, DNA and similar
tests.  AccuDiagnostics Businesses also sell drug and alcohol screening kits to clients and provide training and
certification tor the clients’ specimen collectors. technicians and supervisors. The typical AccuDiagnostics Business
requires between 750 to 2.000 square feet of space for a waiting room, a reception area, screening stations and
bathrooms. The facility should be located in a large business park near employers, povernmental offices, schools and
other potential chents,

We have offered franchises for AccuDiagnostics Businesses since the effective date of this Offering
Circular. We do not offer and have not previously offered franchises in any other line of business and we are not
engaged in any other line of business, We do not currently own or operate a business of the type being franchised, but
our affthate owns and operates an AccuDiagnostics Business in Greenvilte, South Carolina.

Our Affiliate

We have no predecessors. Our Affiliate, Occupational Drug Screening, Inc.. was incorporated in South
Carolina on March 30, 1998 and is located at 355 Woodruff Road, Suite 302, Greenville, South Carolina 29607,
Our Affihate has owned and operated one AccuDiagnostics Business in Greenville, South Carolina since 1998. Our
Affiliate does not offer and has not previously offered franchises in this or in any other line of business.

Market and Competition

AccuDiagnostics Businesses provide services and products to private individuals and a wide variety of
organizations including businesses. schools and government. Among other things, services are provided in
connection with Drug Free Workplace Programs and other work-related testing needs, court-ordered drug testing,

* Capitalized terms not otherwise defined have the same meaning as in the Franchise Agreement attached as Exhibit € to this
Offering Circular.
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student and athlete mandatory drug testing and Department of Transportation required testing. We believe the market
for drug and alcohol screening and testing is expanding and will continue to expand as long as the target market
remains focused on the effects of drug and alcohol use. This market, however, may be affected by focal, regional and
national economic conditions. Additionally, new technology may have an effect on the market as instant drug testing
products are refined and developed.

You will likely compete with other franchised or national drug and alcohol screeming businesses and with
local healthcare facilities and providers. You may also compete with pharmacies, medical supply businesses and

Internet-based businesses in the sale of screening kits.

Industrv Specific Resulations

Certain federal government agencies and many states have laws, rules and regulations that may apply to the
products and services vou will offer through the Franchised Business. Some states may require you 1o obtain a state
certification before being allowed 10 administer “instant™ .drug screens or tests. Some states prohibit the use of
“instant” drug screens. Some states may require you to employ the services of a medical review officer in cases where
a screen or lest gives a postive result. You should invesugate whether these or other laws will apply to the Franchised
Business, and vou should consider the cost and eftect of complying with these laws in the operation of the Franchised
Business. Please sec the state specific addenda in Exhibat J for any state specific rules and regulations. :

Also, vou must comply with all laws, rules and regulations governing the operation of the Franchised
Business and obtain all permits and licenses necessary to operate the Franchised Business. Most states and local
Jjunisdictions have enacted laws, rules. regulations and ordinances that may apply o the operation of your Franchised
Business. including those that: (a) establish general standards, specifications and requirements for the construction,
design and maintcnance of the business site and premises: (b) regulate matters affecting the health, safety and welfare
of your customers. such as general health and sanitaiton requirements, restnictions on smoking, availability of and
requirements for pubkic accommodations, including restroom facilitics and public access; (c) set standards pertaining
to employee health and safety; (d) set standards and requirements for fire safety and general emergency preparedness;
and (¢) regulate the proper use, storage and disposal of waste or other hazardous materials.

Acents for Service of Process

Our agents for service of process are listed in Exhibit B to this Offering Circular,

ITEM 2. BUSINESS EXPERIENCE

Our Officers and Directors and all other persons who will have management responsibilities for our franchise
program are as follows:

President and CEQ: Felix Mirando

Mr. Mirando is our President and CEO and has been since our organization in February 2005. He is also
President of our Affiliate, Occupational Drug Screening, located in Greenville, South Carolina, and has been since its
incorporation in March 1998. Additionally, since September 1994, Mr. Mirando has also been the President of Fitness
Solutions, Inc.. which operales retatl stores in Greenvilte and Columbia, South Carolina. He is also a co-founder of
Coastal Carolina Beverage. a distribution company in Hilton Head, South Carolina, since May 1990, Previously, from
May 1986 unul March 2004, Mr. Mirando was President of Blakely Enterprises, Inc., which owned and operated



Heavenly Ham franchises in Greenville, Columbia (2), Greenwood, Easley and Anderson, South Carolina. He also
served on the Heavenly Ham National Advisory Board in Atlanta, Georgia for 9 years.

Vice President: D. Scott Jenkins

Mr. Jenkins 1s our Vice President in our Greenville, South Carolina, office and has been since our
organization. He is also the Vice President of our Affiliate, Occupational Drug Screening, located in Greenville,
South Carolina, and has been since February 2001. From October 1999 to January 2001, Mr. Jenkins was in corporale
sales for Blakely Enterprises located in Greenville, South Carolina. Mr. Jenkins is a certified instructor, Substance
Abuse Collection Professional in compliance with the Federal Aviation Administration, Department of Transportation.
Department of Health and Human Services and Nuclear Regulatory Commission Regulations. He is a certified
mstructor for breath alcohol technicians and DNA collections. He is a certified trainer in alternative testing.

Director of Franchising: Tony L. Waters

Mr. Waters has been working in the field of drug and alcohol testing for 16 vears. He was President of
Corporate Choice Drug Screening TPA in Greenville, South Carolina, from April 1992 to June 2004 when
Occupational Drug Screening acquired his company. He is currently Director of Franchising al our office in
Greenville, South Carolina. Before that. Mr. Waters worked for Roche/LabCorp in Greenville, South Carolina. from
August 1986 to March 1992, Mr. Waters has served as a witness in Federal Drug Court Cases and regularly serves
as a records expert witness for the Department of Social Services and Family Court. Mr. Waters is an active
speaker on the subjects of Third Party Administration Drug Programs and Altemate Method Drug Testing:
presenting to Public and Private Agencies, Law Enforcement and Athletes. He is certified as BAT Breath Alcohol
technician and in DOT (Department of Transporiation) Collections.

ITEM 3. LITIGATION

No litigation is required to be disclosed in this Offering Circular. Please see the State Specific Addenda in
Exhibit J for additional information.

ITEM 4. BANKRUPTCY

No person previously identified in ITEMS 1 or 2 of this Offering Circular has been involved as a debtor in
proceedings under the U.S. Bankrupicy Code required 1o be disclosed in this ITEM.

ITEM 5. INITIAL FRANCHISE FEE

Franchise Agreement

You must pay an initial Franchise Fee of $35.000 when you sign the Franchise Agreement. The Franchise
Fee is payment, in part, for expenses incurred by us in furnishing assistance and services to you as set forth in the
Franchise Agreement and for costs incurred by us, including general sales and marketing expenses, training, legal.
accounling and other professional fees.

If you purchase additional AccuDiagnostics franchises, we will reduce the Franchise Fee for each of these
additional businesses to $25,000. Otherwisc, the Franchise Fee is uniform for all {ranchisees.



We will refund 50% of the Franchise Fee if we, in our discretion, detertnine that you are unable 1o
satisfactorily complelte the training program described in ITEM 11 of this Offering Circular and if we terminate the
Franchise Agreement as a result of making that determination.

Development Agreement

You must pay a Development Fee if and when you sign a Development Agreement. The Development Fee
is equal to 50% of the sum of the discounted Franchise Fees for each additional Accubiagnostics Business you agree
to develop after the first one. The number of AccuDiagnostics Businesses you will open will be determined before
vou sign the Development Agreement. For example, if you sign a Development Agreement to open 3
Acculhagnostics Businesses, you will sign a Franchise Agreement and pay a Franchise Fee of $35,000 for the first
Franchised Business and you will pay a Development Fee of $50,000 equal to 50% of the sum of the discounted
Franchise Fees for the 4 additional Accubhagnostics Businesses you will open (1.e., 30% of $25.000 + $25.000 +
$25,000 + $25.000 = $50,000). Each time you sign a Franchise Agreement for one of the additional Acculhagnostics
Businesses, you must pay us the discounted Franchise Fee for that Franchised Business: however. we will credit the
Development Fee against each discounted Franchise Fee at the rate of $12.500 per Franchised Business. so the amount
owed upon signing each additional Franchise Agreement wiil only be $12,500.

The Development Fee ts calculated uniformly for all Developers, but the amount of the actual fee will vary
based on the number of AccuDiagnostics Businesses you agree to develop.

The Development Fee, but it will be credited against additional Franchises Fees as described above.

[The remainder of this page is intentionally lefi blank.]



ITEM 6.

OTHER FEES

. Below is a detailed description of other recurring or isolated fees or payments that vou must pay 1o us or
that we impose or collect for a third party under the terms of the Franchise Agreement.

allowed by law (whichever is less),
plus collection costs

Name of Fee Amount Due Date Remarks

Royatty Fee 5% of Gross Sales Monthly Sec definition of Gross Sales.” {Section U)l

Marketing Fund 2% of Gross Sales Monthly There is a 2% Marketing Fund Contribution for

Contribution the purpose of developing marketing matenals.
{Secuen () We may require Marketing Fund
Contributions 1o be used in cooperative
advertising. {Section 0)

Local Advertising Not less than 2% of Gross Sales Monthly You pay directly 1o supplivrs of advenising
sevices, subject to our approval. {Section E1.11)
We miry require Local Advertising expenditures
to be used in cooperative adventising. (Section 0)

Telephone Directory Depends on area and type of listing As armanged You are required 10 list and advertise in the “white

Adventising pages” and “vetlow pages” of the 1efephone
directory in your market area. {Section 0)

Audit Expenscs Cost of audit Upon demand Audit costs payable only if the audit shows an
understatement in amounts due ol at least 3%.
{Section ()

. Late Fees 18% per ycar or the highest rate Upon demand Applies w all overdue Rovaly Fees, Marketing

Fund Comnbutions and other amoenis due to us.
{Scction ) Also apphies 10 any understatement in
amounts due revealed by an audit. {Section 0)

Supplier or Product
Approval

All reasonable expenses of
evaluation

Time of evaluation

Applies 1o new supplicrs or products you wish 1o
us¢ or purchase that we have not previousty
approved. {Section 0)

Insurance Policies

Amount of unpaid premiums plus
our expenscs in oblaining coverage
for vou

Upon demand

Payable only if vou fail 1o maintain required
insurance coverage and we elect o obtain
caverage for vou. (Scction ()

Transfer Fee

55.000

Tune of wansier

Does not apply to an assignmem under Section ¢
of the Franchise Agreement. {Section 18.1.7)

Relocation Assistance

Costs of providing relocation
assistance

Tune of assistance

We will charge vou for relocation assistance if
vou request it and we agree to provide it (Section
0)

Customer Service

currently, $150 per day. plus our
expenses and vour expenses as well
as vour emplovees” expenses in

Ali costs incurred in assisting your Upon demand You must reimburse us it we detenmine it is
customers RECESSaTY 1o Service vour customers. (Section §)
Additionat Training Rates as published in the Manual; Time of service We conduct an initial training program for you

and one additional person at no charge. You pay
for additional training if vou request it and we
agree 1o provide it. or il we detenmine that vour
Designated Manager wmover is excessive.

" Al citations of Section numbers throughout this Offering Circular refer to the Franchise Agreement, which is atached as Exhibit C.
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Name of Fee Amount Due Date Remarks
attending {Sections 0 and 0)
Additional Operation Rates as published in the Manual, Time of service We provide one of our represematives 1o assist
Assistance currently, $150 per day. plus our vou lor approximately 5 days at the beginming of
expenses vour operations.  You pay for additional
assistance if vou request it, (Section ()
Ongoing Training Your and your employees™ expenses Time of program We do not charge for ongoing training programs.

in attending these programs

hut you must pay your own expenses in attending.
(Section 0)

System Modifications An amount not unreasonably As required If we decide 10 modify the System by requiring
disproportionate to your initial new equipment, fixtures, software, trademarks,
investment ctc., vou must make the modifications at your

expense. {Section 0)

Cost of Enforcement All costs including anomeys” lves Upon demand You must reimburse us for all costs in enforcing
ubligations under the Franchise Agreement if we
prevait. (Section ()

Indemnilication All costs including attomeys” fees Upon demand You must deferd lawsuits ot vour cost and hold us

hannless against lawsuits ansing from your
uperation of the Franchised Business. (Section )

No other fees or pavments are to be paid 10 us. and we do not impose or collect any other fees or payments
for any other third party. All fees are generally nonrefundable.

NOTES

' “Gross Sales” means the aggregate of all revenue from the sale of services and products from all sources in
connection with the Franchised Business whether or not you collect it and whether for check, cash, credit or otherwise,

including all proceeds from any business mterruption insurance, but excluding (a) all refunds made in good faith, (b)
any sales and equivalent taxes that vou collect for or on behalf of and pay to any governmenital 1axing authority. {c}
and the value of any allowance issued or granted to any customer of the Franchised Business that you credit in full or

partial satisfaction of the price of any services and products offered in connection with the Franchised Business.

(Section 1)




